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Mr. McCue.xan, from the Committee on Expenditures in the Execu- 
tive Departments, submitted the following 


REPORT 


In accordance with subsection (g) of Rule XXV of the Standing 
Rules of the Senate (Public Law No. 601, 79th Cong.), the following 
report is submitted to the Senate relative to the activ ities of the Com- 
mittee on Expenditures in the Executive Departments in the Eighty- 
first Congress. Also appended hereto are reports from standing sub- 
committees. 

As indicated in the table of contents, this report is divided into 
sections summarizing the work of the full committee, and of its four 
standing subcommittees. The text cove ring the full committee 
discusses reorganization developments, various bills and resolutions 
referred to the committee, and special committee studies and reports. 

During the Eighty-first Congress the Committee on Expenditures 
in the Executive De partments was increasingly active under its 
broad assignments in the Legislative Reorganization Act of 1946. 
This enlarged se ope of operation shows a continued hee iprpee even 
over the committee’s high record of activity in the Eightieth Congress. 
(See S. Doc. No. 4, § Sist C ong.) 

The functions of the committee under the act require consideration 
of legislation and other matters dealing with budgeting and accounting, 
other than appropriations, and with reorganization in the executive 
branch of the Government, an area that has been increasingly de- 
veloped in the past 2 years in the consideration of the Hoover Com- 
mission reports. The committee is further authorized and directed 
to study audit and special reports to the Congress by the Comptroller 
General of the United States (General Accounting Office), and to 
submit to the Senate such recommendations as it may deem advisable; 
to study the operation of Government activities at all levels with a 
view to determining its economy and efficiency; to evaluate the 
effects of laws enacted to reorganize the legislative as well as executive 
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branch of the Government; and to study intergovernmental rela- 
tionships between the U nited States and the States and municipalities, 
and between the United States and international organizations of 
which the United States is a member. 


SUBCOMMITTEES 


During the second session of the Eightieth Congress, the Senate 
discontinued the Special Committee to Investigate the National 
Defense Program (originally created during W orld War II, under the 
chairmanship of Senator Truman), and transferred its functions and 
staff to the Senate Committee on Expenditures in the Executive 
Departments. The committee thereupon established a Subcommittee 
on Senate Investigations, under which the functions of the special 
committee and the then existing Subcommittee on Surplus Property 
Disposal were combined. The policy of this and other committees, 
as well as individual Members of the Senate, has been to refer com- 
plaints or reports of Federal irregularities which might involve 
extensive investigations to the Subcommittee on Senate Investigations. 
This assures that the services of the trained staff of investigators, legal 
and specialized personnel, retained by the subcommittee for such 
purposes on a full-time and continuing basis, are fully utilized, through 
the elimination of temporary and duplicating staffs heretofore retained 
by other committees. 

In addition to the above committee assignments, the three following 
subcommittees were established by the committee to give special con- 
sideration and continuous study to the functions indicated: (a) To 
study intergovernmental relations; (b) to study relations with inter- 
national organizations; and (c) to investigate wildlife conservation. 

Senate Resolutions 51, 52, 205, and 206, continuing these subcom- 
mittees originally created in the Eightieth Congress, were approved 
by the Senate Committee on Rules and Administration, and necessary 
funds provided for their specialized operations. Reports on the 
activities of all subcommittees have been compiled by them, and are 
attached to this report. 

In addition there were 19 temporary subcommittees appointed by 
the full committee to consider assigned legisiation, involving approxi- 
mately 50 separate bills and resolutions, to hold he “arings thereon and 
to report to the committee. 


REPORTS FILED BY THE COMMITTEE 


During the Eighty-first Congress, there was a total of 123 bills and 
resolutions referred to this committee for consideration, on 46 of 
which hearings were held. Sixty-seven reports were filed with the 
Senate to accompany specific bills, resolutions, and reorganization 
plans; 34 on legislative proposals, 17 on resolutions to disapprove 
reorganization plans, and 16 on reorganization plans upon which no 
resolutions of disapproval were filed. 

The committee adopted a policy of reporting on all reorganization 
plans submitted by the President, whether or not resolutions of dis- 
approval were filed, in order that the Senate might be fully informed 
regarding the purpose and effect of each plan. The two excep- 
tions on which no reports were submitted were plan No. 8 of 
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1949, dealing with the National Military Establishment, which was 
included in substantive law (Public Law 216), and plan No. 25 of 
1950, vesting the powers of the National Security Resources Board in 
its Chairman, to which there was some opposition in the committee 
to the filing of an approving report, although no disapproving resolu- 
tion was introduced. 

In carrying out its over-all responsibility to the Senate in connection 
with reorganizations in the executive branch, the committee also 
submitted 24 special reports, 9 of which dealt directly with the 
Hoover Commission reports, as follows: 

1. Senate Document No. 28, Reports to the Congress by the Commission on 


Organization of the Executive Branch of the Government, March 11, 1949 
(5 pages). 


2. Index to the Reports of the Commission on Organization of the Executive 
Branch of the Government and to Supporting Task Force Reports. Does 
not cover typescript task force reports ! (77 pages). 

3. Digest of Reports of the Commission on Organization of the Executive Branch 


of the Government, May 18, 1949 (61 pages). 
4. Senate Document No. 81, Task Force Reports of the Hoover Commission on 
Federal-State Relations (297 pages). 
5. Senate Report No. 1158, Progress on Hoover Commission Recommendations, 
October 12, 1949 (388 pages). 
6. Senate Committee Report No. 7, Legislative Action on Hoover Commission 
Reports, February 1, 1950 (21 pages). 
Senate Committee Report No. 8, Controversy Over Hoover Commission 
Recommendations Affecting Veterans, February 11, 1950 (10 pages). 
Senate Report No. 1774, Reorganization Plans of 1950, June 2, 1950 (24 pages). 
Senate Report No. 2581, Action on Hoover Commission Reports, October 12, 
1950 (152 pages). 


o90 N 


Of the remaining 15 special reports filed by the committee, 7 
were prepared by subcommittees and are summarized in this report 
under the activities of such subcommittees, and 4 were on Organi- 
zation of Federal Executive Departments and Agencies, details of 
which are set forth under the title, ‘€ ‘harts of the Organization of the 
Executive Branch of the Government.’ The four remaining reports 
were as follows: 

1. Management Survey of the United States Maritime Commission, December 21, 
_ 1948. (Available through Superintendent of Documents, GPO, 221 pages). 
2. Senate Document No. 4, Activities of the Senate Committee on Expenditures 
in the Executive Departments, Eightieth Congress, January 13, 1949 (35 
pages). 

3. Senate Document No. 150, Increasing Cost of the Federal Government. March 
28, 1950 (19 pages). 

4. Senate Report No. 2120, Fees for Special Services, July 24, 1950 (15 pages) 


REORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


As provided by the Legislative Reorganization Act of 1946, 
proposed legislation, messages, petitions, memorials, and other 
matters relating to reorganizations of the executive branch of the 
Government, including all of the 2 ag of the Commission on Organi- 
zation of the Executive Branch of the Governm: nt, were referred to 
the committee for consideration and action (sec. 102 (1) (g) (B) 

Included in the foregoing was a total of 35 reorganization plans 
submitted by the President, pursuant to provisions of the Reorgani- 

! This index was prepared at the request of the committee by the Legislative Reference Service, Library 


of Congress. It was published as a committee print on April 21, 1919, and was included as a part of the 
concluding report of the Hoover Commission. 
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zation Act of 1949, to implement the recommendations of the Hoover 
Commission. The importance of the Hoover Commission’s recom- 
mendations and reorganization plans and other activating legislation 
arising therefrom, required a major portion of the time and efforts of 
the committee and its staff throughout the entire EKighty-first Congress. 

More than 350 separate bills and resolutions were introduced in the 
Eighty-first Congress proposing to implement part or all of the 
recommendations of the Hoover Commission. Of the 144 such pro- 
posals introduced in the Senate, 67 were referred to this committee 
for consideration. In addition, the 35 reorganization plans submitted 
by the President were also referred to the committee. Legislative 
action taken on these proposals is set forth in detail in various sections 
of this report. 

Reorganization plans 

Under authority of the Reorganization Act of 1949, the President 
submitted seven reorganization plans to the Congress on June 20, 
1949 (H. Doc. Nos. 221-227, inclusive). Subsequently, the House 
Committee on Armed Services having failed to act on the Senate 
approved bill providing for unification of the military services as 
recommended by the Hoover Commission, the President also sub- 
mitted plan No. 8 on July 18, 1949 (H. Doc. No. 262). 

On March 13, 1950, in the second session of the Eighty-first Con- 
gress, the President submitted 21 additional reorganization plans 
(plans Nos. 1-21, H. Doc. Nos. 503-526, inclusive); on May 9, four 
more (plans Nos. 22, 23, 24, and 25, H. Doc. Nos. 587-590, inclusive) ; 
and on May 31, the final two (plans Nos. 26 and 27, H. Doc. Nos. 609 
and 610); or a total of 27 plans during the second session of the 
Eighty-first Congress. 

Of these 35 plans (8 in 1949 and 27 in 1950), 8 were rejected by 
Congress, 1 was effectuated by other legislation, and 26 became 
effective. The eight plans rejected were No. 1 of 1949 (Department of 
Welfare), and seven plans of 1950, as follows: No. 1 (Department of the 
Treasury), No. 4 (Department of Agriculture), No. 7 (Interstate 
Commerce Commission), No. 11 (Federal Communications Com- 
mission), No. 12 (National Labor Relations Board), No. 24 (transfer 
of RFC to Department of Commerce), and No. 27 (Department of 
Health, Education, and Security). 

The plans, however, include two duplications, as follows: (a) No. 1 
of 1949 and No. 27 of 1950, two rejected plans dealing similarly with a 
new Department of Welfare; and (6) No. 1 of 1950, rejected, counter- 
balanced by No. 26 of 1950, approved, which dealt similarly with 
reorganizations of the Treasury Department. If these duplicates 
are eliminated, it may be stated that only 6 of the total of 35 reorgani- 
zation plans were rejected by Congress. 

Of the remaining 27 plans, plan No. 8 of 1949, to reorganize the 
National Military Establishment, was replaced by Public Law 216, 
Eighty-first Congress, approved August 10, 1949. The other 26 
plans became effective on the following dates: 6 plans (Nos. 2 
through 7 of 1949) on August 20, 1949; 1 plan (No. 25 of 1950) on 
July 9, 1950; 1 plan (No. 18 of 1950) on July 1, 1950; 1 plan (No. 26 
of 1950) on July 31, 1950; 2 plans (Nos. 22 and 23 of 1950) on Septem- 
ber 7, 1950; and the other 15 plans on May 24, 1950. 

The Reorganization Act of 1949 provided that all plans forwarded 
to the Congress would go into effect after 60 days of continuous session 
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of Congress from the date of submission by the President, unless dis- 
approved by the Senate or the House of Representatives by the adop- 
tion of a resolution of disapproval by a constitutional majority of 
either body. The six approved plans of 1949 went into effect after 
60 days. The 15 plans taking effect on May 24, 1950, involved 71 
days because an 11-day Easter recess of the House of Representatives 
had broken the continuity of the congressional session. Three other 
plans of 1950 had effective dates extended beyond the basic statutory 
60 days because of special provisions in the respective ae (total 
of 120 days for plans Nos. 22 and 23; 110 days for plan No. 18) 

The following tabulation presents a condensed summary of Senate 
action on all reorganization plans during both sessions of the Eighty- 
first Congress: 

Action on reorganization plans, 81st Cong. 
REORGANIZATION PLANS OF 1949 





























! 
cease Senate vote on resolution of 
> resolution) « p, disapproval 
omg Title of dis- | ° aa PRE RTs Te ee Tree f.. 
. approval, eee | 
| No. | Yeas | Nays Date 
| } | 
snaked bie sets sal —|——— panne ertneremer 
1 | Department of Welfare. __............--. 147 851 60 | 32 | Aug. 16,1949 
2 | Bureau of Employment Security - | 151 852 | 132 | 57 | Aug. 17, 1949 
3 | Post Office Department __ -- ton Re lesteencs Fete ReeEes 
4 | National Security Council and National | | | | 
Security Resources Board_.____..__.-- None Eo carte te he vakipnas Pe cea ie i 
5 | Civil Service Commission......_._.__- None 839 ane 
6 | Maritime Commission. _-....-......---- None 840 | Rasotis | 
7 | Public Roads Administration.......___-- 155 927 | 1 40 | 47 | Aug. 17, 1949 
&% | National Military Establishment ?_- - _- None | Nene t....<.. Le Ee ee is 
| | ' | 
REORGANIZATION PLANS OF 1950 
lad seed —— ; eo Essie 
1 | Department of Treasury_...-.......--_-- | 246-247 1518 } 65 13 | May 11,1950 
2 | Department of Justice _-.......-_-- es None Is i so a3 os Eases dhareene Sie etl ee 
3 | Department of Interior. --.....-.--.----. | None } ie Rcipaomin’ eid 
4 | Department of Agriculture. -—....._____- 263 1566 (3) ES | May 18, 1950 
5 | Department of Commerce ...-.---- oon 259 | 1561 | 129 43 | May 23,1950 
6 | Department of Labor-_-- : i None | 1684 Bots so Sule : 
7 | Interstate Commerce Commission 253 1567 | 66 | 13 | May 17, 1950 
8 | Federal Trade Commission ----.....-.-.- | 254 1562 | 1 34 | 37 | May 22,1950 
Federal Power Commission... _ | 255 1563 | 1 37 36 | Do. 
10 | Securities and Exchange Commission..._|_ None | 1685 ; Bien a 
Federal Communications Commission___} 256 | 1564 50 23 | May 17,1950 
2 | National Labor Relations Board____.__--| 248 1516 53 30 | May 11, 1950 
13 | Civil Aeronautics Board Sptkent None 1686 ee 
14 | Labor Standards Enforcement | None | 1546 
15 | Alaska and Virgin Islands Public Works_| None | 1547 
16 | Assistance to School Districts and Water | | | 
| Pollution Control ‘a None 1548 | 
17 | Advance Planning and War Public | | 
Works | 271 | 1676 | 129 43 | May 23, 1950 
18 | Building and Space Man: agement Func- | | | 
tions 7 ; a 270 | 1675 | 17 69 | Do. 
19 | Employees’ ‘Compensation Functions... None | 1549 | es @ rae 
20 | Statutes at Large and Other Matters - - None | 1550 nd es | i 
21 | Maritime Commission_____--- 265 | 1674 | 114} 59 | May 19, 1950 
22 | Federal National Mortgage Association. a 299 1936 30 | 43 | July 6, 1950 
23 | Loans for Factory Built Homes.._.......| None | 1870 | __. Sats sieee ; : 
24} RFC to Department of Commerce _.----_-} 290 | 1868 | (3) sai July 6,1950 
25 | National Security Resources Board ___-- None | None | : 
26 | Department of the Treasury ¢_- None | 1869 ou 
27 | Department of Health, Education, and | | 
SE 9h. den asrctintamanebcndcin «esos 302 1943 (8) | (8) | (8) 
' 


1 Senate rejects resolution by less than the necessary 49 votes. 

2 Superseded by Public Law 216, Aug. 10, 1949. 

3 Senate approves resolution by voice vote. 

4 Same as plan No. 1 of 1950, excluding Comptroller of the Currency. 

5 Designed to overcome objections to plan No. 1 of 1949. 

6 House adopts disapproving H. Res. No. 647 by vote of 249 to 71 on July 10, 1950. 


Note.—Full details regarding all plans are contained in the Senate reports, numbers of which are indi- 
cated opposite each plan, or in 8S. Rept. No. 2581, Oct. 12, 1950. 


8S. Rept. 1, 82 
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Major reorganization legislation 

This committee, under provisions of the Legislative Reorganization 
Act, had jurisdiction of and acted upon legislation which dealt with 
across-the-board recommendations in the Hoover Commission reports 
on (a) general management of the executive branch, (6) Office of 
General Services (supply activities), and (c) budgeting and account- 
ing. Most of the general management recommendations were effec- 
tuated through reorganization plans.’ The committee, after extensive 
hearings and studies, drafted and reported favorably on general 
legislation carrying out practically all of the recommendations in the 
Hoover reports on general services and budgeting and accounting. 
The Congress approved the committee’s action through the enactment 
of the Federal Propérty and Administrative Services Act of 1949, and 
amendments thereto covering records management (Public Laws 
Nos. 152 and 754), and the Budget and Accounting Procedures Act 
of 1950 (Public Law No. 784). Details of the legislative action 
leading to the activation of these reports are set forth under the 
section hereof entitled “Bills and Resolutions Referred to the 
Committee.”’ 

Progress report on Hoover Commission recommendations 

On October 12, 1949, the committee issued Senate Report No. 1158, 
embodying a complete digest of the Hoover Commission’s recom- 
mendations in each of its 18 major reports and the concluding sum- 
mary submitted to the Congress pursuant to provisions of Public 
Law 162, Eightieth Congress, approved July 7, 1947 (establishing 
the Hoover Coramission), together with legislative action taken 
during the first session of the Kighty-first Congress. 

The report. contains a Bureau of the Budget analysis of each of the 
recommendations of the Hoover Commission, together with the 
Bureau’s views as to the necessary steps (reorganization plan, sub- 
stantive legislation, appropriation legislation, or administrative action) 
to effectuate each. This analysis, as extended to include all of the 
281 recommendations made by the Commission, indicates a total of 
322 separate reorganizations required to give full effect to the entire 
program. 

The report also contains detailed comments from 49 Federal agen- 
cies affected by the recommendations in the Commission’s reports, 
including each agency's views thereon, segregated in accordance with 
the subject matter of the several reports. 

Moreover, Senate Report No. 1158 includes a tabulation of pertinent 
bills introduced during the first session of the Eighty-first Congress, 
committees having jurisdiction thereof, and their legislative status as 
of the close of the session. A comprehensive index to departments, 
agencies, and legislation was appended. 

Action on the Hoover Commission reports 

On October 12, 1950, the committee issued Senate Report No. 2581, 
Action on Hoover Commission Reports, based on related accomplish- 
ments of the entire Eighty-first Congress, and supplementing the 
broader analysis in Senate Report No. 1158. Senate Report No. 2581 
contains summaries of major implementing legislative action and a 
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condensed table thereof showing appropriate segregation according 
to the various Commission reports. This report likewise contains 
indexes to departments, agencies, public laws, reorganization plans, 
and pending bills and resolutions. 


IMPLEMENTATION, OF REORGANIZATIONS APPROVED BY THE CONGRESS 


Senate Rule XXV, as amended by the Legislative Reorganization 
Act of 1946, vests in this committee jurisdiction over legislation per- 
taining to “‘reorganizations in the executive branch of the Govern- 
ment” and imposes the specific duty of ‘‘evaluating the effects of laws 
enacted to reorganize the legislative and executive branches of the 
Government.” Pursuant there ‘to, the committee communicated with 
ach of the Federal agencies affected by any of the plans approved or 
laws enacted during the first and second sessions of the Eight y-first 
Congress in order to accomplish the evaluation so required, based on 
administrative actions taken to carry out the reorganizations thus 
authorized. 

Each agency was requested to advise the committee in detail as to: 
(a) Steps taken to carry out authorized reorganizations; (6) admin- 
istrative deficiencies eliminated or improvements made in organiza- 
tion and management as a result thereof; and (ce) estimates of savings 
that may have been realized or that may be expected therefrom. 
Agency comments were requested as well with respect to progress 
made under general legislation affecting all agencies, such as the Fed- 
eral Property and Administrative Services Act of 1949, as ame nded, 


the Budget and Accounting Procedures Act of 1950, and the Perform- 


ance Rating Act of 1950. A summation was made of the information 
furnished to the committee by the agencies in response to this request 
in a report submitted to the Senate (S. Rept. No. 2680), entitled 
“Reorganizations in the Executive Branch of the Government” on 
De cember 19, 1950. 


BILLS AND RESOLUTIONS REFERRED TO THE COMMITTEE 


The committee, during the Eight-first Congress, had under consider- 
ation 123 bills and resolutions, of which 41 were reported favorably to 
the Senate and 31 were enacted into law, combining the provisions of 
65 separate measures. Three of these bills were passed by the 
Senate (S. 526, S. 2020, and S. 3850), adopted as amendments to 
House bills pending on the Senate Calendar (H. R. 2: 361, H. R. 4754, 
and H. R. 9038, respectively), which were then passed in lieu of the 
Senate bills. The House Committee on Expenditures in the Execu- 
tive Departments reported favorably five companion bills to Senate 
measures (H. R. 4095, H. R. 4442, H. R. 8621, H. R. 8662, and H. R. 
9129) previously approved by the Senate, and Senate bills (S. 2170, 
S. 1745, 5. 3652, S. 3653, and S. 3959, respectively) were passed in the 
House in lieu of the House bills. 

The following is a tabulation of bills and resolutions on which 
favorable reports were filed in the Senate (excluding reports on 
reorganization plans '): 





1 See p. 5 for Senate reports on resolutions of disapproval of reorganization plans 








8 COMMITTEE ON EXPENDITURES IN EXECUTIVE DEPARTMENTS 








Passed Senate Bill enacted 
i ise __| Duplicating bills 
incorporated in 
Senate bill House bill Bill No. eo other bills 
re 
Se ee ae a 20 
Be H. R. 109 
H. R. 92 | S. 352, S. 649, and 
S. 701. 
H.R 482 | S. 2422 
H. R.: 311 | S. 972. 
H. R. 7 | 8. 829. 
ee H. R. 152 | S. 597, S. 859, S. 990, 
8. 991, and S. 1809. 
H. R. 684 | S. J. Res. 177, and 
S. 1989. 
ae TONG. scenes every oe 623 | S. 922. 
H. J. Res. 340......._- _-| H. J. Res. 340._..-___- 394 | S.J. Res. 127. 
OF ee WO BER ico cnnercs 8 ee 427 
H. Con. Res. 97_...-...- H. Con. Res. 97_.....- (2) 
Ee a ct 754 | H. R. 9129,3 8. 2692, 
S. 3781, 8. 3842. 
a fs Bota TE ak a I i oi 2 821 
TR. rn, 784 | S. 2054. 

MSO. So esi Me BOND. cou cedccc aw 159 | S. 1366. 
es eee Ee 656 | H. R. 8662.8 
BNR oe sincetecsss Dee ere 2. eee Cn eS 541 
SOME oo fog ee rae cat RO She oe et 688 

eee i >” RN 673 
ee GON. cian Aes BE: Be bcc nnn nee 830 | 8S. 3971, S. 4001, 
8. 4002. 
eee cee tos ee eee ee eae. Te ae NS eee 540 
OE i i i ee Fee a al RD ieee 636 | H. R. 8621.3 
Oe nr ee Te )  aRaLEReReee 633 
Io cic AP nee lk pba SE eek on, 225 | H. R. 4442.3 
a whines nscale ce aM hia eorics aie I Secs 467 
an wR os ea eC 101 
RMB Se leks ea WR dota 122 | S. 1011. 

| _< S  apineaepenberts Re 649 | 8. 1817, S. 3256. 
RO SS eae ch ae oe NNO. Secu ccs suk 236 | H. R. 4095.3 
DIOR itp bikes | 


ea. PR a OR isch on cance 921 | S. 4264, 


ee ann aes 


! House bill substituted on Senate floor. 
2 This resolution confirms previous legislative action under Public Law 152. 
3 Senate bill substituted in the House of Representatives. 





Passed Senate, Senate bills, 16; House bills, 18; bills enacted, 31; public laws, 31; duplicating bills incor- 
porated in other bills, 31. 


In addition to the above 34 tabulated bills and resolutions reported 
favorably, the committee also reported favorably 7 of 18 resolutions 
filed in the Senate to disapprove 17 reorganization plans—7 resolu- 
tions of disapproval without recommendation, and 3 unfavorably. 
Favorable reports were also submitted on 16 reorganization plans on 
which no resolutions of disapproval were filed, and likewise omitted 
from the above tabulation. A total of 67 reports on legislation were 
therefore filed by the committee during the Eighty-first Congress. 

Of the remaining 40 bills and resolutions considered by the com- 
mittee, 1 was reported favorably (S. 2072), approved by the Senate, 
but failed of final passage in the House; 3 were reported to the Senate 
(S. 1946, S. 3147, and S. J. Res. 108), and were indefinitely postponed 
or remained on the Senate Calendar when the Eighty-first Congress 
adjourned; and 36 were considered by the committee and various 
action taken thereon as indicated hereinafter. These latter bills 
remained on the committee calendar, either because they were referred 
to subcommittees for study and action, or indefinitely postponed in 
executive session. 


Public laws—General legislation 


The following is a brief tabulation of legislation reported by the 
committee, approved by the Congress, and enacted into law during 
the Eighty-first Congress: 
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S. 526, H. R. 2361, Public Law 109, Reorganization Act of 1949.— 
Authorizes the President to submit reorganization plans to Congress. 
This recommendation was made to the Congress by the Hoover 
Commission on January 13, 1949 (H. Doc. No. 37), to expedite action 
on its reports. It was followed by a message from the President 
of the United States, transmitted to Congress on January 17, 1949 
(H. Doc. No. 42), pointing up the magnitude and importance of the 
program ahead as requiring able leadership, sound management, and 
good administrative machinery to carry out a vast responsibility. 
In his message, the President recommended that the Congress enact 
legislation to provide permanent reorganization proc ‘edure such as 
had been temporarily provided by the Reorganization Acts of 1939 
and 1945. 

One bill was introduced in the Senate (S. 526, McClellan, Eastland, 
McCarthy, Hoey, and O’Conor), and two in the House (H. R. 1569 
and H. R. 2361). H. R. 2361 was reported from the House Committee 
on Expe inditures in the Executive De partments on February 7, 1949 
(H. Rept. No. 23), and passed the House on the same day. ‘The 
Senate committee sont. S. 526 on April 7, 1949 (S. Rept. No. 232). 


at De 


S. 526 was passed by the Senate on May 16; H. R. 2361 was then 

substituted for the Senate bill and sent to conference. A compromise 
on differences between the two bills was reached in conference, relative 

to the method of disapproval of reorganization plans submitted to the 
Congress by the President, under which either the House or the Senate 
was vested with authority to disapprove a plan by a constitutional 
majority within 60 calendar days of continuous session by a simple 
resolution of disapproval; i. e., by the affirmative vote of a majority of 
the authorized membership of that House. The compromise bill also 
incorporated Senate proposals granting the President authority to 
create new executive departments, eliminated all restrictive and 
limitation provisions, and limited the life of the act to April 1, 1953 
(H. Rept. No. 843). The amended bill was signed by the President 
on June 20, 1949, as Public Law 109. 

S. 352, H. R. 3005, Public Law 92, Travel Expense Act of 1949.— 
During the Eightieth Congress this committee held hearings and 
considered at length a bill (S. 544) to provide for an increase in sub- 
sistence allowances to Federal employees from $6 to $10 per day to 
meet increased costs involved in traveling on Government business 
(see p. 16, 8. Doc. No. 4). The bill was reported favorably, with an 
amendment reducing the maximum to $8 per day. A further amend- 
ment was adopted on the Senate floor, removing application of the 
proposed legislation to personnel of the Army and Navy who preferred 
the then existing $7 per day allowance and certain other additional 
expense items which would exceed the $8 maximum proposed in the 
bill. Although the Senate approved the bill unanimously, it was not 
reported out of the House Committee on Expenditures in the Execu- 
tive Departments. 

In the Eighty-first*’Congress three bills were introduced in the 
Senate to accomplish the same objectives, 8. 352 (McClellan), S. 649 
(Kilgore), and 8S. 701 (Pepper), and referred to the committee. The 
chairman of the committee introduced S. 352 on January 13, 1949, to 
increase subsistence allowances from $6 to a maximum of $10 per day. 
A similar bill, H. R. 828, was introduced in the House. Consultations 
were held on S. 352 by the committee, in executive session, with 
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representatives of the Bureau of the Budget and the General Account- 
ing Office, and, on February 12, a committee print of a revised bill 
was considered. A copy was furnished to the House Committee on 
Expenditures in the Executive Departments at their request, and the 
Senate print was then introduced as H. R. 3005 in the House, on 
February 24. 

The House committee reported H. R. 3005 on April 5 (H. Rept. 
No. 389), which passed the House on May 10, 1949. This committee 
accepted the House amendment, reducing the maximum per diem 
allowances from $10 to $9, and reported the bill favorably on May 
27 (S. Rept. No. 428), with perfecting amendments. The bill, in- 
corporating the general provisions of 8. 352, S. 649, and S. 701, passed 
the Senate on June 2, and was approved by the President on June 9, 
1949, as Public Law 92. 

This action on the part of the committee was approved by the 
Hoover Commission in its task force report accompanying the Report 
on General Management of the Executive Branch, which recom- 
mended that the present $6 per diem maximum travel allowance 
should be revised. 

S. 2422, H. R. 5951, Public Law 482, to amend section 3 of the Travel 
Expense Act of 1949.—The chairman of the committee introduced on 
October 4, 1949, a bill, S. 2422, to amend Public Law 92 in order to 
permit civilian employees and officers who become ill or injured, not 
due to their own misconduct, while in travel status or on official 
business, to continue to receive per diem allowances. This was an 
administration bill submitted to the committee to correct a condition 
of employment which had resulted in inequities and, in some instances, 
extreme hardship to Government officers and employees. 

A companion bill, H. R. 5951, was introduced in the House on 
August 10, 1949, reported favorably (H. Rept. No. 1332) on August 
25, and passed the House on October 3, 1949. The committee then 
reported the House bill in lieu of S. 2422, on March 22, 1950 (S. Rept. 
No. 1364), which passed the Senate on April 19, and was approved by 
the President on April 26, 1950, as Public Law 482. 

S. 972, H. R. 3851, Public Law 311, disposal of surplus airport prop- 
erty.—The purpose of this act is to place in one governmental agency 
(Civil Aeronautics Administration) the sole responsibility for deter- 
mining and enforcing compliance with the terms and conditions under 
which surplus properties are transferred for airport purposes, pursuant 
to the Surplus Property Act of 1944, as amended, and to remove or 
permit the removal of certain restrictions against the use of such prop- 
erties which prevent or hamper the accomplishment of the purposes 
contemplated by the transfers. 

S. 972 was introduced by Senator Sparkman on February 17, 1949. 
A companion bill (H. R. 3851) was filed in the House and reported 
favorably by the House Committee on Expenditures on April 7 
(H. Rept. No. 409), passed the House on May 16, and was referred to 
this committee on May 17, 1949. After being considered by a special 
subcommittee headed by Senator Humphrey, the House bill was re- 
ported favorably, with amendments, on July 15 (S. Rept. No. 690), 
and passed the Senate on August 27, 1949. The House agreed to the 
Senate amendments, and the bill was approved as Public Law No. 
311 on October 1, 1949. 

S. 829, H. R. 2402, Public Law 7, to extend the Office of the War Assets 
Administrator and the War Assets Administration from February 28, 
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1949, until June 30, 1949.—This bill was submitted to the Congress 
by the administration in order to extend the authority of WAA which 
would have otherwise expired on February 28, 1949, until Public 
Law 152, creating the General Services Administration, to which the 
W AA functions were transferred on a permanent basis, could be finally 
approved by the Cougress. 

S. 829 was introduced in the Senate by Senator McClellan on 
February 7, 1949, and reported favorably by the committee on 
February 10 (S. Rept. No. 52). The House approved a companion 
bill, H. R. 2402, on February 14 (H. Rept. No. 40), and the chairman 
of the committee obtained unanimous consent for immediate con- 
sideration of the House bill in lieu of 8S. 829, which passed the Senate 
on February 17, and was signed by the President on February 21, 
1949, as Public Law No. 7. 

S. 2020, H. R. 4754, Public Law 152, Federal Property and Adminis- 
trative Services Act of 1949.—Under this act, all Federal housekeeping 
functions were consolidated in a new agency, the General Services 
Administration. The Federal Works Agency and the War Assets 
Administration were abolished and their functions, along with those 
of the National Archives and the Bureau of Federal Supply and Office of 
Contract Settlement formerly in the Department of the Treasury, were 
transferred to GSA on July 1, 1949. Authority was granted to the GSA 
to supervise all Federal procurement activities, to improve records- 
management policies, and to formulate transportation and_ traffic 
management methods and procedures in the interest of economy of 
operation in these fields. 

This act includes most of the recommendations of the Hoover Com- 
mission in its report, with certain additional provisions adopted by the 
committee which would extend the functions of the newly created 
General Services Administration into general areas of the Federal 
Government. The Commission estimated that the approval of this 
act should effect annual savings of $250,000,000 when fully activated, 

The chairman of the committee introduced a bill (S. 991) submitted 
to the committee by attorneys for the Hoover Commission on Febru- 
ary 17, 1949, designed to implement the recommendations of the 
Hoover Commission in its report on Office of General Services (supply 
activities). At the same time an administration bill (S. 990) pre- 
pared by representatives of the Federal Works Agency, the Bureau 
of the Budget, the Bureau of Fe: leral Supply, the General Accounting 
Office, and other affected agencies, as a result of activities of this 
committee in the Eightieth Congress (S. 2754, p. 18, S. Doe. 4), 
was submitted to the committee and introduced by the chairman. 
This bill provided for a complete reorganization aid simplification 
of the procurement, utilization, and disposal of Government property, 
and was designed to incorporate all general housekeeping functions 
performed by the various agencies of the executive branch under 
centralized control. These and other bills, 8. 597 (MeClellan) 
providing for the more economical operation of the general supply 
fund of the Bureau of Federal Supply, and S. 859 (MeClellan), 
authorizing the Federal agencies to donate surplus property for 
educational purposes and extending the public-benefit allowances 
under the Surplus Property Act, previously introduced, were con- 
sidered by the committee in drafting an over-all committee bill 
designed to incorporate desirable provisions of all of them. The 
committee bill (S. 1809) was reported favorably by the committee 
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on May 9, 1949 (S. Rept. No. 338). After further examination, and 
as a result. of consultations with representatives of the Hoover Com- 
mission, the committee bill (S. 1809) was further amended and re- 
ported favorably as a new bill (S. 2020) on June 8, 1949 (S. Rept. 
No. 475). 

The House Committee on Expenditures also held extensive hear- 
ings on H. R. 2781, a companion measure to S. 990. The Senate 
committee had prepared a committee print (similar to S. 1809) on 
May 2 for consideration in executive session, a copy of which was 
furnished to the House committee at their request. This committee 
print was subsequently introduced in the House as H. R. 4754, and 
reported on May 24, 1949 (H. Rept. No. 670). The House committee 
then abandoned its bill H. R. 2781. H. R. 4754 was passed by the 
House on June 8, 1949. Some of the additional provisions of the 
Senate bill S. 2020 were also incorporated in H. R. 4754 on the floor 
of the House. The Senate passed H. R. 4754, after substituting the 
language of S. 2020, on June 21, 1949. Amendments contained in 
the Senate bill, designed to further implement administrative au- 
thority and procedures, were adopted in conference between the 
House and Senate (H. Rept. No. 935), and the act was signed by the 
President on June 30, 1949, as Public Law 152. 

The approval of Public Law 152 was a culmination of activities on 
the part of this committee preceding the creation of the Hoover 
Commission. During the Eightieth Congress S. 2754, to reorganize 
and simplify the procurement, utilization, and disposal of surplus 
property, entitled ‘The Federal Property Act of 1948,” was drafted 
and filed in the Senate, but inasmuch as the committee contemplated 
that the Hoover Commission would make exhaustive studies into the 
centralization of procurement and property management services as 
proposed in S. 2754, committee action was withheld until the new 
Congress when the Commission’s reports would be available. The 
Hoover Commission recommendations are closely in accord with the 
objectives of S. 2754, and a combination of these proposals are in- 
corporated in Public Law 152. 

Senate Joint Resolution 127, House Joint Resolution 340, Public 
Law 894, to clarify the status of the Architect of the Capitol under the 
Federal Property and Administrative Services Act of 1949.—Senate 
Joint Resolution 127 was introduced in the Senate on August 15, 
1949, by Senator McClellan, and an identical resolution (H. J. Res. 
340) was introduced in the House in order to clarify the status of the 
Architect of the Capitol with respect to his authority to procure 
supplies, materials, and services necessary for the care, maintenance, 
and operation of the Capitol, the Senate and House Office Buildings, 
ete., under the provisions of Public Law 152. House Joint Resolu- 
tion 340 was reported favorably in the House (H. Rept. No. 1333) on 
August 25 and passed the House on October 3, 1949. oe House 
resolution was reported by this committee on October 7 (5S. Rept. 
No. 11 ee , passed the Senate on October 17 and was uperdl on 
October 26, 1949, as Public Law 394. 

House cauanan Resolution 97, to provide for a single catalog 
system.—This resolution, introduced in the House on February 7, 
1950, was designed to place the Congress on record as having approved 
the previously authorized development and establishment of a single 
Federal supply catalog system to be utilized by all agencies of the 
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Government, at the earliest possible date. The authority to estab- 
lish and maintain a uniform Federal catalog system was contained in 
section 206 of Public Law 152, but the Congress was not fully satisfied 
with the progress being made toward the completion of such a system 
or that the agencies concerned were effectively coordinating their 
efforts as had been contemplated. While a concurrent resolution has 
no effect of law, its adoption reemphasized the continuing interest of 
the Congress in the establishment of a single Federal supply catalog 
system and as favoring the acceleration of the previously authorized 
program. 

House Concurrent Resolution 97 was reported from the Armed 
Services Committee of the House on January 20, 1950 (H. Rept. 
No. 1508) and passed the House on February 6, 1950. The resolu- 
tion was approved by this committee on February 22 (S. Rept. No. 
1361) and passed the Senate on April 19, 1950. 

S. 3959, H. R. 9129, Public Law 754, to amend the Federal Property 
and Administrative Services Act of 1949.—On June 15, 1950, Senator 
McClellan introduced a bill (S. 3781) to amend the Federal Property 
and Administrative Services Act, Public Law 152, to extend the 
original act and to further implement recommendations of the Hoover 
Commission. The bill was primarily designed to activate a records- 
management program, a study of which had been previously author- 
ized in Public Law 152, extend the authority of the Administrator of 
General Services with respect to the use of the general supply fund, 
eliminate surcharges, authorize the donation of surplus personal 
property to hospitals and medical institutions, clarify and extend 
the authority of the Administrator of General Services over the custody 
and control of public buildings and other areas, and to provide for 
uniform identification of motor vehicles in use throughout the Govern- 
ment service. 

After the initial bill had been filed, and following conferences with 
representatives of the GSA and other affected agencies, a revised 
bill, S. 3842, was introduced in the Senate on June 28 by Senator 
McClellan, and later replaced by S. 3959, which was reported on 
July 24, 1950 (S. Rept. No. 2140), as a committee bill. The new 
bill incorporated, with appropriate revisions, the general provisions 
of S. 3781 and S. 3842, and also the language of S. 2692 introduced 
by Senator Pepper on October 13, 1949, to authorize donations of 
certain surplus property for public health purposes under the same 
conditions as previously approved in Public Law 152, for educational 
institutions. 

The House Committee on Expenditures adopted the language of 
S. 3959 through the introduction of H. R. 9129, which was reported 
in the House on July 26, 1950 (H. Rept. 2747). The Senate approved 
S. 3959 on July 26, and it was passed by the House on August 7, 
1950, in lieu of H. R. 9129, and sent to conference. The conference 
report was filed on August 25 (H. Rept. No. 3001), and S. 3959, as 
amended, was approved on September 5, 1950, as Public Law 754. 
This act, and the original act, fully implement all the major phases 
of the Hoover Commission report on General Services, with the excep- 
tion of proposed transfers which relate to various functions at the 
seat of government and are subject to implementation through re- 
organization plans. 


S. Rept. 1, 82-1——-3 
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S. 3728, Public Law 821, to implement Reorganization Plan No. 20 
of 1950. —S. 3728 was introduced on June 9, 1950, by Senator 
McClellan in implementation of Reorganization Plan No. 20 of 1950 
for the purpose of insuring realization of the utmost benefits made 
possible by the plan, which had become effective previously on May 
24, 1950, and which had relieved the Department of State of certain 
domestic functions in respect of compiling, editing, indexing, and 
publishing the Statutes at Large and certain other groups of official 
papers. 

5S. 3728 enabled the withdrawal of all forms of treaties and other 
international agreements, involving the United States as a party, and 
related Presidential proclamations from the Statutes at Large and 
their annual publishing separately in a volume designated “United 
States Treaties and Other International Agreements,” on the basis of 
those proclaimed or otherwise formalized during the preceding calendar 
year. 

The bill thus gave recognition to the growing lack of relationship 
between sessions of the Congress, on which the Statutes at Large 
are based, and international agreements, provided for a much needed 
separate volume of such treaties and agreements and laid the ground 
work for future printing economy by establishing latitude in supply - 
me: and distributing the new volume. 

3728 was reported favorably by the committee on June 28, 1950 
Ss. Rept. No. 1923), passed the Senate on July 26, was reported 
favorably in the House on August 11 (H. Rept. No. 2909), passed 
the House on September 18, and was approved on September 23, 
1950, as Public Law 821. 

S. 3850, H. R. 9088, Public Law 784, the Budget and Accounting 
Procedures Act of 1950.—This act supplements the Budget and 
Accounting Act of 1921. It makes provision for a completely. revised 
and modernized budgeting program, full disclosure of the results of 
Federal financial operations, and for effective control over income, 
expenditures, funds, property, and other assets. The act implements 
the joint continuing program of the Comptroller General of the 
United States, the Secretary of the Treasury, and the Director of the 
Bureau of the Budget to oe about improvement of accounting and 
financial reporting in the Government. 

The original bill (S. 2054) dealing with this subject was drafted by 
counsel for the Hoover Commission to implement recommendations 
in its report on Budgeting and Accounting, and was introduced in 
the Senate on June 13, 1949, by Senator McCarthy, and referred to 
this committee. A companion bill, H. R. 5178, was filed in the House 
by Representative Hoffman on June 15, and a revision thereof (H. R. 
5823) on August 1, 1949. 

The Senate committee held extensive hearings on S. 2054 at which 
practically every witness appeared in opposition to the bill as intro- 
duced, and to a proposed substitute, thereby necessitating a complete 
revision of the proposal. This revised bill was drafted after several 
months of cooperative effort on the part of the committee, the General 
Accounting Office, the Bureau of the Budget, and the Department 
of the Treasury, and was introduced as a committee bill (S. 3850) on 
June 29, and reported to the Senate on July 12, 1950 (S. Rept. No. 
2031). The bill as drafted by the Senate committee was filed in the 
House without modification on July 5 (H. R. 9038). The House 
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committee reported it favorably in amended form on July 13 (H. Rept. 
No. 2556, which was practically identical to the Senate report), and 
it passed the House on July 26, 1950. 

The Senate, after passing S. 3850 on August 9, 1950, substituted 
the House bill and included the language of the Senate bill in the 
nature of anamendment. The differences were agreed to in conference 
(H. Rept. Nos. 3002 and 3030), the conference report adopted in both 
the House and the Senate on August 31, and approved as Public 
Law 784 on September 12, 1950. 

The Senate bill as reported by the committee included a section 
activating a recommendation of the Hoover Commission, relative to 
the separation of current expenditures from capital outlays. The 
provision was stricken in the House and on the Senate floor. 

Part I of title I of the act sets forth budget provisions which will 
enable the President to present the financial program of the Gov- 
ernment in simpler and more meaningful terms. It will provide a 
basis for a better evaluation of Government programs and activities, 
in terms of where the funds come from, the purposes to which they 
are to be applied, and the costs involved. 

Part Il of title I, cited as the ‘Accounting and Auditing Act of 
1950,”’ authorizes the establishment of a balanced and coordinated 
program which (a) requires the Comptroller General to prescribe the 
principles, standards, and related requirements for accounting; to 
provide a basis for integrated accounting for the Government, full 
disclosure of the results of financial operations of each executive 
agency and the Government as a whole, and financial information 
and control necessary to enable the Congress, the President, and 
agency heads to discharge their respective responsibilities; (b) estab- 
lishes responsibility in the executive branch for maintenance of ac- 
counting systems and the production of financial reports on the opera- 
tions of the executive agencies with centralized financial reporting 
vested in the Secretary of the Treasury; and (c) centers in each 
department and agency authority and responsibility to establish and 
maintain its own accounts under the general principles, standards, 
and related requirements established by the Comptroller General of 
the United States. 

The auditing of the financial transactions of the seaeres Govern- 
ment will continue to be conducted by the Comptroller General of 
the United States as an agent of the Congress, under provisions per- 
mitting more comprehensive and more selective audits, to be devel- 
oped in line with improved agency accounting systems, internal con- 
trols, and related administrative practices, along with an on-the-site 
audit program, and authority for modification or elimination of the 
present procedures involving the issuance and countersignature of 
warrants. 

Public Law 784 eliminated from the original title I of the bill, as 
passed by the Senate, additional provisions to accord with Hoover 
Commission recommendations which would have (1) authorized the 
head of each department and establishment in the executive branch 
of the Government, with the approval of the President, to make 
transfers and adjustments between appropriations, providing, how- 
ever, that no appropriation should be increased or decreased thereby 
during any fiscal year by more than 5 percent, with reports of such 
transfers and adjustments, with reasons therefor, to be submitted 
currently to the President and the Congress and summarized annually 
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in the budget; and (2) specifically authorized the President to establish 
and modify budgetary reserves under appropriations for the executive 
branch to the extent that he determines the purpose intended by the 
Congress will be accomplished by the expenditure of amounts less 
than the amounts appropriated. The first of these was stricken from 
the bill in the House and removed in conference. The latter is covered 
under section 1211 of Public Law 759, the General Appropriations 
Act of 1951. 

Title IL of Public Law 784 relates to the control of appropriations 
and requires the prior approval by the heads of executive departments 
or establishments before submission to Congress of any request for 
legislation which would authorize subsequent appropriations. This 
title also provides for adjustments of appropriations made necessary 
by reorganizations. 

Title III of the act contains 106 provisions for repeal, in whole or 
in part, of existing laws which are obsolete, or are in conflict with the 
provisions of the subject bill. Of this total, 89 were either inconsistent 
with or superseded by the Budget and Accounting Act of 1921, or 
other existing laws; 13 have been superseded by or modified by 
appropriation acts, or can be more appropriately provided for on an 
annual basis in the texts of the various appropriation acts rather than 
in permanent law; 3 repeal laws calling for reports having only doubtful 
value; and 1 provision repealed existing requirements of law relating 
to personnel ceilings and limitations, which are considered to be 
unnecessary under existing budgetary controls and appropriation 
procedures. 

During the Eightieth Congress, the committee authorized a staff 
survey of the operations and effect of personnel ceilings established 
pursuant to the Federal Employees’ Pay Act of 1949, and personnel 
limitations instituted by the Pay Act of 1946. This study revealed 
that, by 1947, these personnel ceiling limitations had become in- 
effectual and nonproductive, due to the fact that reduced appropria- 
tions had created a condition where most agencies had larger ceilings 
than funds to pay civilian personnel. The study also indicated that 
the work entailed in administering personnel ceilings actually cost 
more than the benefits derived therefrom. Following the completion 
of this survey, the committee, in its activities report of the Eighty- 
first Congress (p. 5,S. Doc. No. 4), recommended that personnel ceil- 
ing provisions be abolished, but action thereon was postponed for con- 
sideration in the Eighty-first Congress. These requirements were 
repealed in Public Law 784. 

The act also authorizes the President, through the Director of the 
Bureau of the Budget, to develop programs and issue regulations for 
the improved gathering, compiling, analyzing, publishing, and dis- 
seminating of statistical information for any purpose by the various 
agencies of the executive branch. 

The Hoover Commission recommended that forms and question- 
naires sent to the public be simplified and that constant effort be made 
to relieve the burden of those reports on businesses and individuals. 
The Division of Statistical Standards of the Bureau of the Budget 
has had this activity as a continuing responsibility for a number of 
years under the Federal Reports Act of 1942. The hand of the 
Bureau of the Budget has been strengthened in this field by the enact- 
ment of section 103 of the act, which provides that the President, 
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through the Director of the Bureau of the Budget, is authorized and 
directed to develop programs and to issue regulations and orders for 
the improved gathering, compiling, analyzing, publishing, and dis- 
semination of statistical information for any purpose by the various 
agencies in the executive branch of the Government. 

The enactment of Public Law 784 was directly due to studies 
initiated by the committee in the Eightieth Congress into the Federal 
accounting and reporting systems for the purpose of eliminating useless 
reports and to improve the fiscal system of the Federal Government. 
(See p. 5, S. Doc. No. 4.) As a result of the committee’s activities, 
the Joint Accounting Project, composed of officials of the Bureau of 
the Budget, the General Accounting Office, and the Department of the 
Treasury, was initiated and the Accounting Systems Division was 
established i in the GAO, through which the program was coordinated 
prior to the filing of the reports of the Hoover Commission. The 
enactment of Public Law 784 fully activates this program, as originally 
advocated by the committee. Other details of this program are 
covered in another section of the report under the title, “Creation of 
Accounting Systems Division.” 

S. 1366, H. R. 3549, Public Law 159, to permit the Comptroller 
General to pay claims chargeable against lapsed appropriations and tv 
provide for the return of unexpended balances of such appropriations to 
the surplus fund.—This act has for its purpose the improvement of 

resent administrative procedures by eliminating work in both the 
legislative and executive branches formerly required to process 
purely formal reappropriations of funds for settlement of certified 
claims, and to promote their more expeditious payment. 

Under annual appropriations, departments are authorized by 
statute to place orders, award contracts, and incur other obligations 
up to the end of the ‘fiscal year but not thereafter. Prior to the 
approval of this act, only 2 years more were allowed during which 
outstandin obligations could be liquidated (31 U.S. C. 712, 713, 715). 
The annua al appropriations then lapsed and were carried to the so- 
called surplus fund of the Treasury Department, after which new 
appropriations were required to pay any claims against the lapsed 
appropriations up to 10 years after accrual of those claims which were 
certified by the General Accounting Office as a proper charge. 

For many years the Treasury annually accumulated thousands of 
certified claims until Congress voted a deficiency appropriation — 
perfunctory consider ation of a list of individual claims. In 1945, 
new statute (59 Stat. 90) provided that only claims over $500 onli 
receive such congressional action, and all smaller claims were to be 
paid by the Treasury from a lump-sum appropriation. Unfortunately 
difficulties arose when the latter appropriation proved inadequate in 
the fiscal years 1948 and 1949. 

Under Public Law 159, instead of the old basis of lapsing appro- 
priations after 3 years, unexpended balances of those appropriations 
are then transferred annually to a new, consolidated account to remain 
available to settle all certified claims filed not later than 10 years after 
their accrual. The Senate report (S. Rept. No. 569) pointed out 
certain advantages, but added that the bill should not constitute a 
precedent to ‘the solution of the separate and much larger question 
of the advisability of reducing rather than extending the present over- 
all 3-year life of annual appropriations.”’ 
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S. 1366 was introduced by Senator McClellan on March 23, 1949, 
and referred to a subcommittee for study and action. A companion 
bill, H. R. 3549, was introduced in the House, reported favorably on 
March 22 (H. Rept. No. 300) passed the House on April 4, and 
referred to the subcommittee considering 5. 1366 on May 19, 1949. 
The subcommittee’s report was approved by the full committee on 
June 22, and the House bill, H. R. 3549, was reported favorably by 
Senator Hoey on June 27 (S. Rept. No. 569) with amendments. The 
House agreed to the Sennth amendments and the bill was approved as 
Public Law 159 on July 6, 1949. 

S. 8658, H. R. 8662, Public Law 656, providing for financing opera- 
tions of the Bureau of ‘Engraving and Printing —This act provides a 
business-type budget, and a revolving-fund method of financing for 
the operations of the Bureau of Engraving and Printing in the Depart- 
ment of the Treasury. The new basis makes possible less complicated 
and more understandable financial programs, and better planning 
and execution. 

The Bureau’s operations are essentially of an industrial and service 
nature, involving the production of currency, securities, stamps, and 
other classes of engraved work for various agencies. All of this work 
is done for the benefit of such agencies as the Office of the Treasurer 
of the United States, Bureau of Internal Revenue, Bureau of the 
Public Debt, the Post Office Department, the Department of Defense, 
Government corporations, and the Board of Governors of the Federal 
Reserve System. About two-thirds of the work done for these 
agencies is financed by annual direct appropriations, and the remainder 
by reimbursements. 

This act provides a new method of budgeting, financing, accounting, 
and audit for the Bureau in line with the policies and objectives of the 
program in which the Treasury Department, General Accounting 
Office, and the Bureau of the Budget are jointly engaged to bring 
about improved accounting and fiscal processes in the Government. 
The act and the form of budget provided therein represent the joint 
efforts of the Treasury Department, Bureau of the Budget, and Gen- 
eral Accounting Office. Also, the General Accounting Office is collab- 
orating with the Treasury Department in developing appropriate 
revisions of the accounting system of the Bureau of Engraving and 
Printing. 

This act is in conformity with recommendations of the Hoover 
Commission for improvement of budget and accounting procedures in 
the Federal Government. It conforms to over-all budget and account- 
ing policies contained in the Budget and Accounting Procedures Act of 
1950, and supplements the general provisions of that act as they 
affect the Bureau of Engraving and Printing. 

The act should be beneficial in several important respects. It will 
(1) facilitate management of the Bureau of Engraving and Printing; 
(2) provide the Congress with the clearest and most complete picture 
of the cost of operating the Bureau; and (3) result in the most effective 
audit from the standpoint of the Congress and of management. 
These benefits were not realized under the old method of budgeting, 
financing, and accounting; and the act seeks to overcome these 
deficiencies. 

Management should also be facilitated by making it possible for the 
Bureau to finance the procurement of material and the replacement of 
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equipment at such times and under such conditions as will be most 
advantageous to the Government, and aided by having a financial 
program on a less complicated and more understandable basis for the 
most intelligent planning and execution of the program. 

S. 3653 was introduced by Senator McClellan, reported favorably 
by the committee on June 30 (S. Rept. No. 1932), and passed the 
Senate July 26, 1950. A companion bill, H. R. 8662, was reported on 
July 13, 1950 (H. Rept. No. 2544). S.3653 was substituted and passed 
the House on July 27, 1950. It was approved August 4, 1950, as 
Public Law 656. 

S. 2018, Public Law 688, to authorize advancements to and reimburse- 
ments of certain agencies of the Treasury for services performed for other 
Government agencies.—This act provides basic statutory authority for 
performing certain services which have been authorized from year to 
year by substantive legislation inserted in Treasury Department 
appropriation acts. The act authorizes executive departments, other 
bureaus of the Treasury Department, and wholly owned and mixed- 
ownership Government corporations, to reimburse the Division of 
Disbursement, Office of the Treasurer of the United States, and the 
Bureau of Engraving and Printing for work performed by them, for the 
respective agencies, in those instances where funds have not been made 
available to the agency or bureau of the Department of the Treasury. 
It also authorizes the Treasury to credit the funds received for per- 
forming the work to the appropriations which are current at the time 
the services are performed, and repeals the act of August 4, 1886, 
relating to the disposition of receipts for work performed by the 
Bureau of Engraving and Printing. 

S. 2018 was introduced in the Senate by Senator McClellan on July 
8, 1949, reported favorably on August 10 (S. Rept. No. 897), and 
passed the Senate on August 27, 1949. The bill was reported favor- 
ably by the House Committee on Expenditures on July 13, (H. Rept. 
No. 2541), passed the House on July 27, witha minor amendment, which 
was accepted by the Senate and approved as Public Law 688 on 
August 14, 1950. 

H. R. 5526, Public Law 673, authorizing the President to delegate 
certain functions.—This act accords with the Hoover Commission’s 
general recommendations: that the structure of the executive branch 
should be simplified “‘to relieve the President of onerous administrative 
detail.”’ 

At the hearings it was emphasized that the proposed legislation was 
aimed to relieve the President of the need for signing numerous docu- 
ments and other papers, many of which could be delegated to other 
officials of the Government. A Bureau of the Budget representative 
testified that about 1,100 statutory functions are vested in the Presi- 
dent, about half of which have already been delegated. The report 
listed 33 functions vested by statute in the President which could be 
delegated by authority contained in the proposed legislation. 

Because of this situation, H. R. 5526 (McCormack) was introduced 
in the House of Representatives on July 7, 1949, was reported favor- 
ably by the House Committee on Expenditures on July 28 (H. Rept. 
No. 1139), and passed the House on August 12, 1949. This committee 
reported the bill favorably on June 26, 1950 (S. Rept. No. 1867); it 
passed the Senate on July 26, and was approved as Public Law 673 on 
August 8, 1950. 
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S. 4002, H. R. 9480 (S. 8971 and 8. 4001), Public Law 830, amend- 
ments to the Administrative Expenses Act of 1946.—This act repeals 
and amends various statutes in order to simplify administration in 
the Government service. It accords with the recommendation of the 
Hoover Commission Report on Budgeting and Accounting, which 
stated that— 


In spite of recent simplifications, the language of some appropriation items 
remains a jungle of detailed provisions. Many of these detailed prescriptions 
would seem to be susceptible of more or less uniform treatment in codified form. 
The act permits the elimination from appropriation bills of many 
useless duplicating phrases which are required under existing law, and 
authorizes the removal of a large portion of the “jungle of detailed 
provisions” which the Commission criticized. 

This act grew out of three bills filed in the Senate and referred to 
this committee, S. 3971, S. 4001, and S. 4002. The first of these 
bills, S. 3971, was submitted to the Congress by the Department of 
Defense and filed in the Senate on July 25, 1950, by Senator Tydings. 
The two main purposes of this bill, which propose to amend the 
Administrative Expenses Act of August 2, 1946, are (1) to clarify the 
scope of the original act insofar as payment of return transportation 
upon completion of employment agreement for Federal personnel 
abroad, and (2) to incorporate into permanent law the temporary 
authority of section 3 (b) of the act of June 5, 1942, for the evacuation 
of dependents of civilian employees from military zones. The act 
extends existing law to specify that persons transferred to positions 
overseas shall receive the same transportation benefits as new ap- 
pointees as enumerated in section 7 of the original act, and would 
revise section 7 to specify that employees selected for overseas service 
will be entitled to transportation at Government expense to their 
post of duty upon agreement to remain there for 1 year, and to 
return transportation regardless of the reasons of separation upon 
completion of the period of employment specified in advance, not to 
exceed 3 years. It repeals a portion of the act of June 5, 1942, which 
will no longer be needed, and amends the basic act to specify that it 
shall not apply to certain agencies, as requested by the Bureau of the 
Budget. 

This act also includes a provision which would insure that incumbent 
employees transferred for duty abroad, as well as new employees 
recruited for such duty, would be indebted to the United States for 
moneys expended by the Government on account of the transfer in 
the event they failed to complete their agreed period of service. 

The second bill, S. 4001, introduced by Senator Sparkman on August 
1, 1950, would also amend section 1 of the act of August 2, 1946, and 
provides— 
that for good cause, upon authorization of the head of any department concerned, 
expenses of transportation of the immediate family of any employee from the post 
of duty of such employee outside the continental United States to the place of 
actual residence shall be allowed prior to the return of such employee to the 
United States. 

The third of this series of bills, S. 4002, was introduced by Senator 
McClellan on August 2, 1950, to carry out recommendations made to 
the committee by the General Accounting Office, in accordance with 
section 205 of the Legislative Reorganization Act of 1946, requiring a 
study on restrictions on expenditures of appropriated funds. The 
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bill amended Public Law 600 of the Seventy-ninth Congress, and was 
characterized as ‘‘a bill to eliminate Government red tape’’ because it 
removes a number of unnecessary steps previously required. 

Following the introduction of these bills, the House Committee on 
Expenditures combined the provisions of Senate bills 3971 and 4002 
(in lieu of S. 4001), and introduced the combination in the House as 
H. R. 9430, on August 2, 1950. H. R. 9430 was reported favorably 
on August 23 (H. Rept. No. 2984) and passed the House on August 
23, 1950. 

The House bill was amended by this amneeton after it had given 
consideration to the provisions of S. 3971, S. 4001, and S. 4002, and 
reported favorably on August 30, 1950 (S. Rept. No. 2495). The 
Senate passed the bill as amended on September 13, the House 
agreeing to the Senate amendments on September 15, and the bill 
(H. R. 9430) was approved as Public Law 830 on September 23, 1950. 

S. 8652, H. R. 8621. Public Law 636, to facilitate the settlement of the 
accounts of certain deceased civilian employees of the Government.—This 
act, like Public Law 830, outlined above, is designed to eliminate 
unnecessary administrative practices and reduce Government red 
tape. The act will effect more expeditious payment of claims where a 
beneficiary has been named or where there is a surviving spouse, with- 
out in any way lessening safeguards of the interest of the United 
States. It removes the restrictions which previously required sub- 
mission of these claims to the Comptroller General for settlement. 
The Act authorizes the employing agencies to settle these accounts, 
except in those instances where there is doubt as to who is lawfully 
entitled to receive payment. Competent Government officials esti- 
mate that passage of this act will effect savings of $100,000 on a 
recurring annual basis. 

Senator McClellan introduced S. 3652 in the Senate on May 25; it 
was reported favorably by the committee on June 30 (S. Rept. No. 
1933), and passed the Senate on July 26, 1950. The House Committee 
on Expenditures reported a companion bill, H. R. 8621, favorably on 
July 13 (H. Rept. No. 2543). S. 3652 was substituted and passed the 
House on July 27, and approved as Public Law 636 on August 3, 1950. 

S. 2357, Public Law 633, authorizing the withholding of compensation 
due Government personnel.—The purpose of this act is to authorize 
heads of departments and agencies to withhold compensation due and 
payable to officers and employees who have received improper pay- 
ments of Government funds for which a certifying officer is held 
responsible. 

The act of December 29, 1941, as amended (31 U.S. C. 82b-82¢), 
defines the respective responsibilities and liabilities of disbursing and 
certifying officers, making certifying officers liable for any illegal, im- 
proper, or incorrect payment resulting from a false, inaccurate, or 
misleading certificate on a voucher, and for payments prohibited by 
law or not constituting a legal obligation. It also provides that the 
liability of certifying officers shall be enforced as provided by law with 
respect to disbursing and other accountable officers. To properly 
protect the interest of the United States, the committee was of the 
opinion that the act of May 26, 1936 (which is now applicable only 
in cases of disallowances in the accounts of disbursing officers), should 
be amended to provide for instances where charges are raised by the 
General one Office against certifying officers. Before the 

S. Rept. 1, 82-1———-4 
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approval of this act the Government sought to recover from payees 
the amounts of losses resulting from improper payments for which 
certifying officers were liable, but it did not possess authority to with- 
hold the compensation of its own employees who were the recipients 
of such improper payments. The enactment of this legislation should 
result in a saving to the Government by making available to certify- 
ing officers the same remedies as are now available to disbursing 
officers. 

S. 2357 was introduced by Senator McClellan on August 1, 1949, 
reported ar with clarifying amendments on March 21, 1950 
(S. Rept. No. 1362), passed the Senate on June 8, reported favorably 
by the House Committee on Expenditures (H. Rept. No. 2542) on 
July 13, passed the House on July 27, and was approved as Public 
Law 633 on August 3, 1950. 

S. 4266, S. 4264 and H. R. 9932, Public Law 921, extension of title IT 
of the First War Powers Act, 1941.—This act was made necessary 
through the declaration of the national emergency by the President on 
December 16, 1950, under which additional authority was granted to 
modify and renegotiate existing defense supply contracts in order to 
avoid undue delays in production and to provide essential goods for 
the emergency. The main objective was not to prevent loss on 
Government contracts because of increased costs, except in extreme 
hardship cases, but to afford relief to small business firms who might 
otherwise be prevented from completing deliveries on Government 
contracts to defense agencies. The act also permits the Government 
to indemnify certain contractors engaged in hazardous work for 
damages to facilities and equipment in order that repairs and replace- 
ments may be undertaken without delay. 

A bill, S. 4264, was introduced in the Senate by Senator Lucas on 
December 19, 1950, which provided for reactivitation of titles I and IT 
of the First War Powers Act, 1941. ‘Title I would have granted ex- 
tensive reorganization powers to the President, and it was indicated 
that there would be considerable opposition to this title. 

The chairman of the committee therefore introduced a bill, S. 4266, 
providing for the activation of title II alone. ‘The committee reported 
S. 4266 favorably on December 20, 1950, with an amendment provid- 
ing for its termination on June 30, 1952. In its report (S. Rept. No. 
2686), the committee stated that the imposition of this termination 
date was not to be construed as involving any speculation as to how 
long the emergency would last or for what period the powers granted 
under the act may be required. The purpose of the amendment was 
to permit the Congress to obtain reports relative to the use of the 
authority provided and the necessity for its continuation after the 
expiration date. 

The bill passed the Senate on December 21, 1950. The House of 
Representatives substituted the Senate bill for H. R. 9932, which had 
been previously reported by the Judiciary Committee, providing for 
the reactivation of both titles I and II of the First War Powers Act, 
1941 (H. Rept. No. 3227). An amendment was adopted on the floor 
of the House which authorized the Comptroller General of the United 
States to examine contract renegotiations entered into under the 
provisions of this act and to report to the Congress on any deviations. 
The Senate accepted the House amendment on January 2, and it 
was approved as Public Law 921 on January 12, 1951. 
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Public laws—Miscellaneous legislation 


The following legislation was approved by the Eighty-first Congress 
on the basis of facts presented in accompanying reports, as indicated, 
which were submitted to the Senate from this committee. These bills 
are listed separately inasmuch as they are of a less general nature than 
those outlined above. 

S. 170, H. R. 836, Public Law 20, authorizing the transfer of certain 
property to the Secretary of the Interior —This legislation authorizes the 
Administrator of the WAA to transfer to the Secretary of the Interior, 
for use by the Bureau of Indian Affairs, of a vocational school for 
Indian children and a center for housing and training adult Indians 
for off-reservation employment and placement, the property known as 
the Bushnell General Hospital near Brigham City, Box Elder County, 
Utah (S. Rept. No. 30). This act was approved on March 17, 1949. 

S. 1745, H. R. 4442, Public Law 225, authorizing the transfer to the 
Attorney General of a portion of the Vi igo plant near Terre Haute, Ind., 
to supplement the farm lands required for the United States prison sys- 
tem.—On July 21, 1947, the War Department granted to the Depart- 
ment of Justice a revocable permit to occupy and use the tract of land 
described in this act. Since that date the Bureau of Prisons of the 
Department of Justice had been using the property in connection with 
the United States penitentiary at Terre Haute, Ind. Subsequently, 
on October 30, 1947, the War Department declared the Vigo plant 
surplus to its needs, and the War Assets Administration assumed 
possession of the plant for disposal. The Bureau of Prisons has occu- 
pied the subject tract by permission of the War Assets Administration, 
but had been advised that the WAA must dispose of the same by June 
30, 1949. Continued occupancy of this tract by the Bureau of Pris- 
ons, as authorized under Public Law 225, is essential to the program 
to place the Federal prison system as nearly as possible on a self- 
sustaining basis (S. Rept. No. 433). The act was approved on 
August 12, 1949. 

S. 1746, H. R. 4455, Public Law 467, authorizing the transfer to the 
Attorney General of the United States of a portion of the Vigo plant, 
near Terre Haute, Ind., for use in connection with the United States 
penitentiary at Terre Haute-——On February 15, 1946, the War Depart- 
ment granted to the Department of Justice a revocable permit for 
the use of only one barrack building in connection with the operation 
of the United States penitentiary at Terre Haute, Ind. On October 
30, 1947, the War Department declared the Vigo plant surplus to its 

needs, and the War Assets Administration assumed possession of the 
plant for disposal. Thereafter, by letter dated May 25, 1948, the War 
Assets Administration eranted the Department of Justice a 1-year 
interim permit to occupy and use the tract and its aiepirevemen te: 
During the previous year the Bureau of Prisons had been using the 
five residence buildings, as well as the barrack building, all pursuant 
to this permit. However, by letter dated April 18, 1949, the War 
Assets Administration advised the Bureau of Prisons that a disposition 
would have to be made of the tract by June 30, 1949. 

The committee believed that the continued and extended occupancy 
of this property was essential to the program of the Bureau of Prisons 
to provide adequate housing for its employees in the penitentiary 
located there and to place the Federal prison system as nearly as 
possible on a self-sustaining basis and, therefore, recommended the 
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approval of this act (S. Rept. No. 434), which became Public Law No. 
467 on March 27, 1950. 

H. R. 1158, Public Law 101, providing for the conveyance by the 
United States to the city of Marfa, Tex., of certain lands formerly owned 
by that city —The purpose of this act is to authorize the War Assets 
Administration to transfer to the city of Marfa, Tex., certain property, 
consisting of approximately 28 acres of land adjoining the city, deeded 
to the United States by the city for use by the Army as a cavalry post. 
The Army post having been deactivated and the property declared 
surplus to the needs of the Army, Public Law 101, approved June 13, 
1949, restored the land to the city, fulfilling an obligation on the part 
of the Government to return the property after it had served the 
purpose for which it was originally intended (S. Rept. No. 429). 

S. 1011, H. R. 1388, Public Law 122, authorizing the transfer to the 
National Boundary and Water Commission of a portion of Fort Brown 
at Brownsville, Tex—This act authorized the War Assets Administra- 
tion to transfer, without reimbursement, a certain portion of Fort 
Brown, at Brownsville, Tex., to the United States section of the Inter- 
national Boundary and Water Commission. The transfer makes 
available to the International Boundary and Water Commission a 
portion of Fort Brown described in the act for use in connection with 
its responsibilities for the construction, operation, and maintenance 
of the lower Rio Grande flood-control project being developed co- 
operatively with Mexico and then nearing completion. The levee 
system at Fort Brown, which affords urgently needed flood protection 
to highly developed areas in the lower Rio Grande Valley in the 
United States, was constructed at considerable expense to the War 
Department and forms an important link in such system for Fort 
Brown and for the city of Brownsville, the Brownsville Airport, and 
the Brownsville Seaport. 

Fort Brown was declared surplus to the needs of the Department of 
the Army, and the portion conveyed to the International Boundary 
and Water Commission under the act was necessary for the proper 
operation and maintenance previously performed by the Department 
of the Army. These duties have now been taken over by the United 
States section which is charged by law with the performance of such 
functions on other portions of the project. 

Under an agreement with the city of Brownsville, Tex., the United 
States section, International Boundary and Water Commission, 
proposes to make certain of the land and buildings located on the 
property so transferred available to the city of Brownsville for recrea- 
tional purposes, and arrangements had been made with the Browns- 
ville Historical Association for the preservation or restoration of some 
of the old historical buildings on the area transferred. 

No expense was involved on the part of the Federal Government in 
the property transferred, and the committee was of the opinion that 
favorable action through the approval of Public Law 122 on June 23, 
1949, was in the public interest (S. Rept. No. 430). 

S. 1011 was introduced in the Senate by Senator Connally on 
February 17, 1949, and a companion bill, H. R. 1338, was introduced 
in the House on May 3, 1949. The latter bill was reported by the 
Committee on Expenditures (H. Rept. No. 408), passed the House 
on May 2, and reported favorably on May 27, 1949, by Senator 
McClellan on recommendations of a subcommittee, which had con- 
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sidered both the House and Senate bills (S. Rept. No. 430). It was 
approved as Public Law 122 on June 23, 1949. A similar bill (S. 2691) 
was approved by the Senate Committee on Foreign Relations and 
passed the Senate late in the Eightieth Congress, but time did not 
permit of favorable action on the part of the House of Representatives, 

S. 2170, H. R. 4095, Private Law No. 236, for the relief of W. P 
Bartel.—This act, approved August 22, 1949, merely corrects a tech- 
nical violation approving the payment of travel expenses which were 
found to be in order, but which required waiver of rigid statutory 
limitations (S. Rept. No. 693). 

House Joint Resolution 373, Public Law 427, authorizing the sale of 
certain shipyard facilities at Orange, Tex.—This act authorized the 
War Assets Administration to convey to the Consolidated Western 
Steel Corp. certain shipyard facilities at Orange, Tex. The act 
waives provisions of Public Law 152, requiring approval of the Attor- 
ney General as to compliance with antitrust laws, and was approved 
by the committee on the basis of facts which warranted favorable 
action in the Government’s interest, since there were no other bidders 
on the property. Under the terms of the contract entered into be- 
tween the corporation and the Government, certain construction on 
the property would have been canceled unless the act permitted 
acceptance of the bid, which would have involved a loss in excess of 
$1,000,000 to the Government (S. Rept. No. 1197). The act was 
approved on October 28, 1949. 

S. 2969, Public Law 540, authorizing relief of authorized certifying 
officers of terminated war agencies in liquidation by the Department of 
Commerce.—This act authorizes the Comptroller General of the United 
States to remove suspensions and disallowances issued against vouch- 
ers approved by authorized certifying officers during the war. The 
certifying officers covered by this act were employed by the Foreign 
Economic Administration, Office of Price Administration, War Pro- 
duction Board, Civilian Production Administration, Office of War 
Mobilization and Reconversion, and the Office of Economic Stabiliza- 
tion during the period these agencies were in existence. After the 
war they were abolished and the records, property, and facilities were 
transferred to the Department of Commerce for liquidation. This aet 
did not require the appropriation of additional funds, nor does it 
relieve any payee who has received payment of Government funds to 
which he is not entitled, and does not contemplate the relief of any 
certifying officer where his fraudulent conduct contributed to or 
caused the erroneous payment (S. Rept. No. 1365). The act was 
approved July 14, 1950. 

S. 3226, Public Law 541, authorizing relief of authorized certifying 
officers of terminated war agencies in liquidation by the Department of 
the Interior.—This act, approved June 14, 1950, is identical to Public 
Law 540, above, except as applied to the war agencies in liquidation 
in the Department of the Interior, the Solid Fuels Administrator for 
War, the Petroleum Administrator for War, War Relocation Authority, 
Coal Mines Administrator, Office of the United States High Commis- 
sion to the Philippine Islands, and certain functions of the Division 
of Territories and Island Possessions (S. Rept. No. 1366). 

S. 922, H. R. 7477, Public Law 623, conveying to the town of Nahant, 
Mass. , of the Fort Ruckman Military Reservation.—This act authorizes 
the General Services Administration to convey to the town of Nahant, 
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Mass., upon payment to the United States of the sum of $23,000, all 
of the right, title, and interest of the United States in all lands consti- 
tuting the Fort Ruckman Military Reservation. The act, approved 
July 26, 1950, provides for the recapture of the property in the event 
such property is not used for educational, recreational, or other public 
purposes (S. Rept. No. 1370). 

S. 1989, Senate Joint Resolution 177, H. R. 5003, Public Law 684, 
authorizing the exchange between the United States and the State of New 
York of certain lands at Manhattan Beach, Kings County, N. Y.—This 
act, approved August 10, 1950, authorizes an equitable exchange of 
certain interests in land at Manhattan Beach, Kings County, N. Y., 
between the Federal Government and the State of New York. Under 
its provisions the United States Government is authorized to convey 
to the State of New York real estate formerly used by the United 
States Coast Guard and at present under the jurisdiction of the 
Housing and Home Finance Administrator, in exchange for a con- 
veyance by the State of New York to the United States of any real 
estate at Manhattan Beach under the jurisdiction and control of the 
United States Maritime Commission or the Administrator of General 
Services (S. Rept. No. 2139). 

S. 1817, S. 3256, H. R. 7667, Public Law 649, directing the transfer to 
the Department of the Interior by the General Services Administration 
of certain property in Boise Barracks, Boise, Idaho.—This act, approved 
August 3, 1950, authorizes the GSA to transfer 11% acres of land 
located at Boise, Idaho, to the Department of the Interior without 
reimbursement or transfer of funds. The property was placed in 
excess status by the Department of the Army in 1947 and transferred 
to the GSA, since which time the Bureau of Land Management of the 
Department of the Interior has used the property under a permanent 
agreement for storage and repair of range and fire-fighting equipment. 
This property is located near other installations of the Bureau of 
Land Management and the buildings are urgently needed in connec- 
tion with its work in that area. The value of the property was 
estimated by the GSA at $9,080 and its transfer to the Bureau of 
Land Management will enable it to vacate property leased from 
private sources at a savings of $25,000 per year (S. Rept No. 1866 
and H. Rept. No. 2357). 

Bills reported favorably 

The following bill was approved by the committee, reported favor- 
ably, and passed by the Senate, but failed of approval in the House: 

S. 2072, S. 2061, to create a Commission on Overseas Administration.— 
These identical bills drafted by representatives of the Hoover Com- 
mission to comply with its recommendations in the report on Foreign 
Affairs, were introduced by Senators McClellan and McCarthy, 
respectively, on June 14, 1949. They provide for the creation of a 
Commission composed of four Members of the Senate, four Members 
of the House of Representatives, and four representatives of the 
executive branch. The Commission would be authorized to make a 
study of the administration of all overseas activities of the Federal 
Government, with a view to recommending to the Congress necessary 
legislative action required for coordinating and integrating such 
activities. This is designed to correct serious conflicts now existing 
in this field, and to eliminate overlapping and duplicating agencies, 
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which the Commission indicated as one of the most important matters 
requiring legislative action. A committee amendment provided that 
any overseas hearings to be conducted by members of the Commission 
must first be authorized by a majority of the Commission. 

5. 2072 was referred to the standing Subcommittee on Relations 
with International Organizations. The subcommittee acted favor- 
ably, by a unanimous vote, on August 10, 1949, and the full committee 
ordered the bill reported, with an amendment. The bill, as reported 
by Senator O’Conor (S. Rept. No. 889), passed the Senate by unani- 
mous consent on August 27, and was referred to the House Committee 
on Expenditures on September 2, 1949, where no further action was 
taken. (An identical bill, H. R. 6170, was introduced in the House 
on September 13, 1949, and referred to the Committee on Foreign 
Affairs). 

The following bills and resolutions were reported favorably by the 
Committee, but failed of passage in the Senate: 

S. 1946, S. 3147 (S. J. Res. 41, 8. 767, S. 810), to create a National 
Commission on Intergovernmental Relations.—Three proposals, Senate 
Joint Resolution 41, S. 767, and S. 810, conforming to recommenda- 
tions of the Hoover Commission for the creation of a National Com- 
mission on Intergovernmental Relations in its report on Federal-State 
relations, were introduced in the Senate and referred to the committee, 
which, in turn, referred them to its standing Subcommittee on Inter- 
governmental Relations for study. The subcommittee conducted 
joint hearings with House Subcommittee on Intergovernmental 
Relations from May 9-13, 1949, at which testimony was unanimous 
in approval of the general provisions of the bills. 

After the completion of the hearings, the subcommittee drafted and 
filed a committee bill, S. 1946, sponsored jointly by 28 Senators, which 
incorporated the best features of all three bills, and which was re por _ 
favorably to the Senaté by the full committee on June 13, 1949 ( 
Rept. No. 488). This bill provided for the creation of a catamaes 
bipartisan Commission on Intergovernmental Relations, in order to 
determine (a) the possibilities and mechaaisms for achieving, on a 
continuing basis, consistency in the fiscal policies of the several levels 
of Government, and (6) the most desirable future allocation of gov- 
ernmental functions and powers among the National, State, and local 
governments, as well as means for effecting such allocation. 

In the fiscal field, the bill provided that special attention would be 
given to intergovernmental tax immunities in terms of the problems 
they create for governments and taxpayers, and means for resolving 
these problems; revenue sources and means for reducing or eliminating 
intergovernmental tax competition; and grants-in-aid, tax sharing, 
and other similar measures for adjusting financial resources to the 
needs of State and local governments with a view to proposing guides 
for the use of such devices and improvements in their eine: 

The essential differences between the subcommittee’s bill, S. 1946, 
and other bills, Senate Joint Resolution 41, S. 767, and S. 810 are: 

(1) The establishment of this Commission on a permanent basis 
rather than on a temporary one. 5S. 1946 carried out the Hoover 
Commission’s primary recommendation in the field of Federal-State 
relations. 

(2) The establishment of the Commission as an expediting greup 
with an executive secretary, who would act as an administrative 
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officer, rather than as a study group with a research director. Sub- 
stantially all the testimony as well as correspondence pointed up the 
fact that to date studies have abounded in the field but very little has 
been done to expedite such studies. 

(3) There is a slight difference in the composition of the Commission 
from the original proposals, but S. 1946 includes representation from 
all governmental levels, as well as providing for the inclusion of private 
citizens. 

The committee bill, S. 1946, remained on the Senate Calendar where 
a single repeated objection was made on each call of the calendar, 
which was sufficient under the unanimous consent rule to delay action 
on the bill. In view of this development, the Subcommittee on Inter- 
governmental Relations gave further consideration to the bill as 
reported, in an effort to overcome objections to it. A new bill was 
drafted by the subcommittee and introduced on February 28, 1950, as 
S. 3147, with 42 Senators joining as cosponsors, approved by the full 
committee, and reported favorably by Senator Humphrey on June 22, 
1950 (S. Rept. No. 1856). S. 3147 closely followed the provisions of 
S. 1946, with the following exceptions: 

It provided for the creation of a temporary commission rather than 
a permanent one as proposed in 8. 1946; reduced the number of Com- 
mission members from 15 te 7; and in order to broaden the member- 
ship and to avoid any governmental controversy, eliminated the re- 
striction calling for the selection of the Commission members from 
panels provided by representatives of the various governmental 
groups at Federal, State, and local levels, and vested the selection of 
the membership of the Commission, from among such groups, in the 
President. Both S. 1946 and S. 3147 accord in general with the rec- 
ommendations of the Hoover Commission, although each deviated 
from them in some respects. Despite concessions made to opponents 
of the original bill, continued objections on calendar calls on the part 
of an individual Senator has prevented passage of the revised bill. 

Further details will be found under the activities report of the Sub- 
committee To Study Intergovernmental Relations, in another section 
of this report. 

Senate Joint Resolution 108 (S. J. Res. 94, S. J. Res. 97, and S. J. 
Res. 102), reducing Government expenditures.—Senate Joint Resolution 
108, which would require the President to make an over-all cut of not 
less than 5 percent nor more than 10 percent in total estimated ex- 
penditures for the fiscal year 1950, to bring them within estimated 
Federal receipts. After hearings had been completed on the three 
original resolutions, Senate Joint Resolution 108 was filed as a com- 
mittee resolution by Senator McClellan, and reported favorably on 
June 13, 1949 (S. Rept. No. 498). It combined features of Senate 
Joint Resolutions 94 (Tydings, O’Conor, and Reed), 97 (Wherry, 
Bridges, and Ferguson), and 102 (Reed). 

Senate Joint Resolution 108 failed of adoption by the Senate on 
August 29, 1949, as an amendment to an appropriation bill, after 
63 Senators had ‘signed a petition favoring its approval.’ Although 
Senate Joint Resolution 108 was thus rejected, a somewhat similar 
provision was adopted as section 1214 of Public Law 759, the General 








? Senate rules provide that no substantive legislation may be inco ans in an appropriation bill. 8. J. 
Res. 108 was, therefore, considered on a technical vote on suspending the rules, requiring a two- thirds 
majority, and lost by a vote of 48 to 28, only 3 short of the required number. 
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Appropriation Act for 1951, approved September 6, 1950, which 
requires an over-all reduction of $550,000,000 in 1950 nondefense 
appropriations and other authorizations for domestic program 
expenditures. 


Other legislative action 


Miscellaneous bills and resolutions referred to the committee on 
which various actions were taken, but no official committee recom- 
mendations were made to the Senate: 

S. 28 (McCarran) reorganization of the Bureau of Land Manage- 
ment.—This bill would supersede the provisions of Reorganization 
Plan No. 3 of 1946 by reestablishing the offices of registers of land 
offices, and providing for appointment of the Director and Associate 
Director of the Bureau of Land Management. It involved internal- 
management problems relating to the conduct of the affairs of the 
Bureau of Land Management, and proposed to classify the Director 
and Associate Director of the Bureau and the registers of district land 
offices as policy-forming officers, subject to Presidential appointment. 
This would, in effect, repeal certain provisions of Reorganization Plan 
No. 3 of 1946, which brought all such officers, with the exception of 
the Director, under the classified civil-service system. 

Since the provisions of the bill related to policy determinations 
within the jurisdiction of the Committee on Interior and Insular 
Affairs, an identical bill was re re without recommendation in the 
Eightieth Congress, out of courtesy to the members of that committee, 
and was rereferred to it for further consideration. That committee 
reported the bill favorably, and it was passed by the Senate on 
June 16, 1947, but failed of approval in the House of Representatives. 

The bill was reintroduced in the Eighty-first Congress with the 
same number, S. 28, and referred to a special subcommittee appointed 
to consider it. Based on the subcommittee’s report, the committee 
voted in executive session on June 21, 1950, to postpone action on the 
bill indefinitely. 

Senate Resolution 105 (Downey), to investigate the operations of the 
Bureau of Reclamation.—This bill was primarily aimed to bring about 
a complete investigation of the activities of the fect au of Reclama- 
tion particularly in connection with the Central Valley project in 
California. On the basis of information compiled by this ahd other 
committees during the Eightieth Congress, four separate committees 
and subcommittees of the House and Senate made investigations 
into the various activities of the Bureau of Reclamation, including the 
Central Valley project, in 1948. The committee referred the resolu- 
tion to the Senate Investigations Subcommittee for study. The sub- 
committee did not report the resolution back to the full committee in 
view of the fact that the entire matter was considered by the Com- 
mittee on Interior and Insular Affairs. 

H. R. 8706, S. 193, S. 16. 92. NS, 1997, providing for purchase of 
fidelity bonds for Government employees. ‘The background of this bill 
consists of a variety of Senate and House bills in this field, and of two 
identical recommendations by the Hoover Commission. Three bills 
were introduced in the Senate, dealing with this subject and repre- 
senting three separate approaches to the same objective as follows: 
S. 193 (Downey) would leave untouched the present system whereby 
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each Government employee purchases the required amount of fidelity 
insurance from among an approved list of private companies. It 
specified, however, that the United States shall then pay the premiums. 

S. 1692 (Holland) proposed a Government fund to provide protec- 
tion at Government expense. For this purpose the bill proposed a 
$500,000 trust fund without cost to bonded employees, from which 
defalcations and other losses would be paid, subject to determination 
of a board consisting of the Secretary of the Treasury, the Budget 
Director, and the Comptroller General, and to which fund would 
be paid amounts recovered in case of defalcation, plus those sums 
which must be appropriated from time to time to keep the trust fund 
at minimum levels. 

S. 1997 (McCarran) contains the same provisions for a Government 
trust fund to provide protection, but requires that the fund shall be 
maintained at employee expense. S. 2515 (Johnston of South Caro- 
lina), parallels S. 1997 except that its scope would be limited to the 
Post Office Department. (The latter limitation dictated reference 
of S. 2515 to the Senate Committee on Post Office and Civil Service, 
whereas all other Senate fidelity bond bills were referred to this com- 
mittee.) All of the bills had the basic motivation of attempting to 
reduce total insurance costs by limiting required average total pay- 
ments into the fund to the average total net amounts paid out because 
of defalcations and other losses, including administrative costs. 

These pending proposals are merely the latest chapter of much 
agitation in this area over the years, which prempted two identical 
Hoover Commission recommendations (No. 10 in its report on the 
Treasury Department, and No. 13 in its report on budgeting and 
accounting), calling for a study of fidelity bonds now being. pure chased 
by Government employees. 

Some 560,000 permanent bonded Government officials, and about 
as many more temporary employees, paid average annual fidelity 
bond premiums of 1% million dollars during each of ‘the 6 years ending 
in 1947. In contrast, net losses incurred added up to only one-quar ter 
of a million dollars a year, or only 14 percent of annual premium pay- 
ments. The latter total represents losses paid to the Government by 
the fidelity companies, plus their administrative expenses in handling 
claims and salvage. Additional data covering both past legislative 
history and financial developments are presented on pages 250 to 258 
of Senate Report No. 1158, entitled ‘‘Progress on Hoover Commission 
Reports”’ and issued by this committee on October 12, 1949. 

The above Senate bills were the basis of two hearings by a special 
subcommittee, of which Senator Hoey was chairman, on February 
24 and August 9, 1950. At the first of these two hearings the Associa- 
tion of Casualty and Surety Companies submitted a new plan of 
bonding Federal employees under blanket fidelity insurance policies. 
Since the new plan was rather complicated, further hearings were 
postponed to permit of study by the subcommittee and by all interested 
persons. 

Meanwhile the House Committee on Expenditures conducted hear- 
ings on March 2, 7, 9, and May 2 and 14, 1950, supplemented by active 
staff work with Government officials and with representatives of the 
insurance companies to evolve a plan of less expensive fidelity bonds. 
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As a result, that committee formulated a substitute bill, H. R. 8706, 
providing that the Government purchase blanket bonds through the 
fidelity companies and that employees be relieved of the cost thereof. 
This bill passed the House on July 17, 1950, and was the subject of 
renewed hearings by the Senate subcommittee on August 9, 1950. 

After deliberation on subcommittee recommendations, the com- 
mittee voted to postpone action on H. R. 8706 indefinitely. Two 
reasons dominated this decision by the committee. The first was that 
the proposal would increase Federal expenditures by not far from 
$1,000,000 a year, thus running counter to the announced policy of 
Congress to make every possible reduction in nondefense expenditures 
during present difficult conditions. Secondly, the committee viewed 
with concern removing the present requirement that Federal employees 
pay small annual premiums on their own fidelity bonds, because 
worthwhile personal deterrents against defalcations might thereby be 
weakened. 

It should be pointed out that this negative committee decision with 
respect to H. R. 8706 is still in conformance with the two Hoover 
Commission recommendations in this area, which stopped short of 
proposing any specific action and merely called for a study of the 
provlem of fidelity insurance. With rare exception other Hoover 
Commission recommendations proposed action rather than further 
study, and it may therefore be safely assumed that the Commission 
was in doubt as to what specific steps, if any, were justified as to future 
fidelity insurance requirements for Government employees. 

S. 942 (McClellan), General Management Act of 1949.—In response 
to a request from the chairman, counsel for the Hoover Commission 
submitted a draft of a bill designed to carry out recommendations 
contained in its report on general management of the executive branch. 
This draft bill was filed in the Senate (S. 942) by Senator McClellan 
on February 14, 1949. 

S. 942 would establish principles and policies to govern generally 
the management of the executive branch of the Government. It 
declares that the executive agencies of the Government exist in order 
to enable the responsibility of the President, as set forth in the Con- 
stitution, to be discharged efficiently, and classifies such agencies as 
principal or subordinate; creates in the Executive Office of the Pres- 
ident the Office of Personnel, the Office of Staff Secretary, and the 
Office of the Economic Adviser (transfers to it the functions of the 
Council of Economic Advisers, except making an annual report, and 
abolishes the Council). The bill also provides that the White House 
office shall be in the Executive Office of the President, that the Na- 
tional Security Council and the National Security Resources Board 
shall be constituent units of the same, and that the Bureau of the 
Budget shall be known as the Office of the Budget and shall continue 
as an agency in the Executive Office of the President. Finally, S. 942 
provides for nomenclature of organization of executive agencies, for 
method of appointment of subordinate executive officers, and for dele- 
gation of authority. 

Many of the recommendations contained in the Hoover Commission 
report on general management, as well as certain of the provisions of 
S. 942, have been effectuated through reorganization plans and by 
legislative action in Congress. It was therefore the consensus of the 
committee that action on any comprehensive bill to carry out the 
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major recommendations of the Commission in this area should be 
withheld until complete information was available relative to legisla- 
tion enacted by Congress and any other actions taken in this field. 
Analysis of that information will assist in the preparation of further 
legislation required to implement recommendations not yet approved. 
The committee therefore postponed action on the bill. 

S. 943 (McClellan), to eliminate the maintenance of perpetual accounts 

for unclaimed moneys.—This bill would have barred claims against 
trust funds held by the Government 6 years after the accrual date. 
The bill also would have reduced the statute of limitations upon all 
claims against the Government, not otherwise limited by statute, from 
10 to 6 vears. 
S. 943 was referred to a subcommittee, of which Senator Eastland 
was chairman, which obtained detailed information relative to the 
effect provisions of the proposed legislation would have on trust funds 
and the claimants affected thereby. The Bureau of the Budget and 
other agencies concerned recommended the enactment of the bill on the 
general premise that imposition of the statutory limitation upon trust 
funds would save the Government the unnecessary expense of per- 
petually maintaining records of hundreds of thousands of potential 
individual claims, the majority of which were inactive, and would 
likely remain so. The subcommittee found, however, that there had 
been no complete analysis made of the miscellaneous trust account, 
nor had the trustees of depositors been consulted to determine whether 
such barring of claims would unjustifiably penalize the rightful, if 
unknown, owner. The subcommittee held, therefore, that action on 
this bill should be withheld until the viewpoints of trustees of un- 
claimed trust funds as to the disbarment of claims against them could 
be ascertained, and requested that the GAO obtain such information 
for consideration, along with the viewpoints of the agencies interested 
in relation to perpetual custody of these accounts. 

The committee acted favorably on the subcommittee’s recommenda- 
tions on June 22, 1949, indefinitely postponing action on S. 943. 
Since this action on the part of the committee, the General Accounting 
Office has contacted the various Federal departments and agencies 
affected and recommends further consideration of the proposal by the 
rere, 

S. 944 (McClellan), to discontinue the maintenance of inactive records 
and aes of unclaimed funds and contents of safety deposit boxes in 
possession of the Comptroller of the Currency or the Federal Deposit 
Insurance Corporation —This bill vould have authorized the Comp- 
troller of the Currency or the FDIC to sell at auction contents of 
safety deposit boxes of insolvent national banks which are unclaimed 
at final liquidation of the banks. The provisions of this bill were 
opposed by the Comptroller of the Currency and the FDIC, and it 
was the interpretation of the Bureau of the Budget that Public Law 
39, Eighty-first Congress, to authorize the disposition of certain lost, 
abandoned, or unclaimed personal property coming into possession of 
the Treasury Department, etc., accomplishes the purpose of S. 944. 
The subcommittee, to which this bill was referred (along with S. 943, 
outlined above), recommended indefinite postponement, which was 
concurred in by the full committee on June 22, 1949. 

S. 1001 (Myers), authorizing the Secretary of the Army, the Secretary 
of the Treasury, the Secretary of the Navy, and the United States Mari- 
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time Commission to dispose of certain materials to the United States Coast 
Guard Auxiliary, and for other purposes.—The purpose of this bill was 
to authorize the Secretary of the Army, Secretary of the Navy, Secre- 
tary of the Treasury, and the United States Maritime Commission to 
dispose of obsolete material to the United States Coast Guard Auvil- 
iary. It also provided for the United States Maritime Commission 
to receive obsolete material from the above three departments for 
maritime-training purposes. 

The committee, in considering this proposed bill, was advised that 
it was a considered opinion of the General Services Administration, 
the Munitions Board, the Coast Guard, and other Federal agencies 
affected thereby that the disposition of all surplus property should 
be integrated and centralized under the GSA, in accordance with the 
Federal Property and Administrative Services Act of 1949, as amended 
(Public Law 152). The committee accorded with the view, and on 
March 21, 1950, postponed action on S. 1001 indefinitely. 

Senate Resolution 98 (Williams et al.), to inve stigate th ft eal affairs 
of the Commodity Credit Corporation, its successor, and all other Govern- 
ment corporations.—This resolution, in troduced by Senator Williams 
and eight other Senators, was primaril y based on a report of an exam- 
ination of the Commodity Credit Corporation by the GAO for the 
period ended June 10, 1945 (H. Doe. 148). Both the resolution and 
the report were referred to the Senate Investigations Subcommittee 
for consideration. Additional reports re:ative to audit reports on the 
Commodity Credit Corporation for fiscal years 1946 and 1947 (H. Doe. 
632) were also transmitted to the subcommittee, and a report thereon 
will be found under the subcommittee’s activities covered hereinafter. 

Senate Concurrent Resolution 43 (Kefauver), to erpress the se nse of the 
Congress with re spect to the coordination and admini tration of Federal 
assistance and services to the blind.—This bill would centralize admin- 
istration of all Federal assistance to the blind. The Federal Security 
Agency and the Bureau of the Budget opposed the bill on the grounds 
that the present organization more fully promotes the proper interest 
of the blind than would a single office. The General Services Admin- 
istration, however, reported that, in its opinion, the administration of 
all such assistance programs through a single office would be advan- 
tageous in the operation of Federal public buildings. Since there was 
no general demand or need for this legislation, and the committee was 
of the opinion that its provisions can be put into operation by admin- 
istrative action, the resolution was indefinitely postponed on June 21, 
1950. 

S. 2139 and S. 2664 (Kefauver), to provide that small business shall 
receive a fair share of Government procurement.—These bills propose to 
compel each Federal agency that purchases supplies and materials to 
issue regulations in order that small-business concerns shall receive 
their fair share of Government procurement. They were referred to 
a special subcommittee, of which Senator Humphrey was chairman, 
on March 21, 1950. Reports were received from a majority of the 
agencies which would be affected by the proposed legislation and they 
indicated that action on the bills was not required because: (1) The 
same objective can be accomplished under Public Law 152, which 
created the General Services Administration and provided that small 
business should be given preference in Government procurement; (2) 
by letter dated June 30, 1949, the President directed the Administrator 
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of General Services Administration to make a study with a view of 
issuing instructions to implement this provision of Public Law 152 
and to assure that small business shall receive a fair share of Govern- 
ment procurement; and (3) that the bill would introduce administra- 
tive accounting factors which would be difficult to evaluate and costly 
to apply. 

Following the receipt of the Presidential instructions, referred to 
above, the General Services Administrator issued Order No. 30, 
requiring that, when tie bids are received (one from a large company 
and another from a small concern), award shall be made to the small- 
business concern, in lieu of the former policy of tossing a coin to 
determine the successful bidder. The Department of Defense re- 
ported that the provisions of the Armed Services Procurement Act 
of 1947 already required the establishment of a policy therein deter- 
mined by the Congress, that a fair proportion of Government contracts 
shall be placed with small-business concerns. The committee was 
informed that the GSA and the Department of Defense have estab- 
lished procurement information offices in Washington and in the field 
to advise businessmen as to the necessary procedures to be followed in 
connection with Government procurement, where contracts were to be 
let, and in what amounts. 

Since these facts clearly indicate that the enactment of S. 2139 
would merely duplicate existing laws, and was not required in order 
that the purposes sought by such legislation might be attained, the 
committee indefinitely postponed action on June 21, 1950. 

S. 2073 (McClellan) and S. 2059 (McCarthy), Regulatory Agencies 
Act of 1949.—These bills, drafted by the Hoover Commission attor- 
neys, conformed to recommendations in its report on Regulatory Com- 
missions. They incorporated Commission recommendations concern- 
ing nine regulator y agencies, viz, ICC, FTC, FPC, USMC, SEC, 
FCC, CAB, NLRB, and the Federal Reserve System, and were 
referred to this committee. In agreement with the chairman, Senator 
Johnson, chairman of the Senate Committee on Interstate and Foreign 
Commerce, introduced another bill (S. 2330) implementing those 
recommendations pertaining to six of the regulatory agencies, viz, 
ICC, FTC, FPC, USMC, FCC, and CAB, which are within juris- 
diction of that committee; and Senator Maybank, chairman of the 
Senate Banking and Currency Committee, introduced 5S. 2340, in- 
corporating recommendations concerning SEC and the Federal 
Reserve System, which are within the province of that committee. 
This left in S. 2073, the original Regulatory Act of 1949, only one 
remaining regulatory agency, NLRB. Action on S. 2073 and S. 
2059 was indefinitely postponed by the committee on March 21, 
1950, since the major provisions were incorporated in Reorganization 
Plans Nos. 7 to 13, inclusive, of 1950. 

S. 2060 (McCarthy), to establish a Department of Welfare —The 
attorneys for the Hoover Commission submitted to the chairman of 
the committee a draft of a proposed bill to establish the Department 
of Welfare as an executive department to conform to the Commission’s 
recommendations. The bill was introduced in the Senate by Senator 
McCarthy as S. 2060 on June 13, 1949. It provided for the establish- 
ment of a Department of Welfare as an executive department, a 
Secretary of Welfare, in whom all functions of the Department would 
be vested, an U nder Secretary, and three Assistant Secretaries, all 
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to be appointed by the President with the advice and consent of the 
Senate. It also transferred to the new Department designated 
functions of the Federal Security Agency and the Federal Security 
Administrator, and the functions of the Bureau of Indian Affairs in 
me. Department of the Interior. 

. 2060 was indefinitely postponed by the committee when it took 
ik to report favorably a resolution of disapproval (S. Res. 147) of 
Reorganization Plan No. 1 of 1949 (to constitute the Fe aoe Security 
Agency a Department of Welfare) on August 8, 1949 (see S. Rept. 
No. 851, and p. 320, S. Rept. No. 1158). 

S. 2060 (in the nature of a substitute), to create a Department of Health, 

tducation, and Security.—Following the action of the committee in 
voting to report the resolution of disapproval of Reorganization Plan 
No. 1 of 1949 favorably, Senator McC arthy introduced on August 
1949, a substitute for S. 2060, which was identical to S. 140 reported 
by the committee in the Eightieth Congress. 

S. 2060—in the nature of a substitute—would raise the Federal 
Security Administrator to the status of Secretary of a new Depart- 
ment of Health, Education, and Security, but differed from Reorgani- 
zation Plan No. 1, in that it would authorize autonomous status for 
each of the three main functions of the Department. Under Secre- 
taries of Health, Education, and Public Welfare would be created, to 
head (1) a Bureau of Health, to which would be transferred St. Eliza- 
beths Hospital, freedmen’s Hospital, the United States Public Health 
Service, and the Food and Drug Administration; (2) a Bureau of 
Education, to which would be transferred the United States Office of 
Education; and (3) a Bureau of Public Welfare, to which would be 
transferred the Social Security Administration. 

The bill would restrict the authority and appropriations to limita- 
tions established for the Federal Security Agency, and the Director of 
the Bureau of the Budget would be required to make a continuous 
study of the activities of various departments and agencies not now in- 
cluded in the Federal Security Agency, with a view to determining 
whether such activities should be transferred to the new Department. 

As it differed from Reorganization Plan No. 1 of 1949, S. 2060, 
as amended, differed materially from the original S. 2060, primarily, 
in that it maintained a certain autonomy for each of the major activ- 
ities incorporated in the new Department, retaining certain functions 
in the respective Under Secretaries which would have been vested in 
the Secretary in the original bill. It also made reference to other 
important Hoover Commission recommendations in the fields of 
health, employment and compensation. 

5. 2060 (in the nature of a substitute) was indefinitely postponed 
by the committee on June 21, 1950, after a resolution of disapproval 
(S. Res. 302) was reported favorably (S. Rept. No. 1943) to disapprove 
Reorganization plan No. 27 of 1950, providing for the creation of a 
Department of Health, Education, and Security. Plan No. 27 would 
have constituted the Federal Security Agency as a Department of 
Health, Education, and Security, but would have retained the semi- 
independent status of the United States Public Health Service and 
the Office of Education, as presently provided by the Congress. 
However, plan No. 27, like plan No. 1 of 1949, among other differences 
from the Hoover Commission recommendations regarding these activi- 
ties, made no provision for the establishment of a United Medical 
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Administration to consolidate the Public Health Service with other 
Federal medical activities. The plan was rejected by the Congress 
when the House committee approved House Resolution 647 (H. 
Rept. No. 2320) expressing disapproval of the proposal on June 23, 
which was adopted in the House on July 10, 1950. 

S. 2833 (Cain), Organization of the Department of the Interior —This 
bill he vd as its major purpose the transfer to the Department of the 
Interior of (1) the civil functions of the United States Corps of Engi- 
neers from the Department of the Army, (2) the Bureau of Community 
Facilities from the General Services Administration, and (3) the tin- 
smelting facilities at Texas City, Tex., from RFC in furtherance of 
the Hoover Commission recommendations, providing for the econsoli- 
dation of major purpose public-works activities within the Depart- 
ment of the Interior. It also created a Board of Analysis for public- 
works projects to examine, analyze, and make recommendations 
upon all major public works constructed by the Federal Government, 
or with the aid of Federal funds, excepting projects directly related 
to military defense. 5S. 2833 incorporated provisions of 5S. 2057, 
introduced by Senator McCarthy and referred to the Committee on 
Interior and Insular Affairs, concerning codification of the reclamation 
laws, the appointment of additional Assistant Secretaries of the Inte- 
rior, and the granting of broad reorganizational authority to the 
Secretary of the Interior as the Hoover Commission recommended. 
In addition, it would have transferred from the Secretary of the 
Interior certain functions of the Bureau of Indian Affairs (to the 
Federal Security Agency), of the Bureau of Land Management (to 
the Department of Agriculture), and of the Fish and Wildlife Service 
(to the Department of Commerce), as recommended by the Hoover 
Commission in its report. Reorganization Plan No. 3 of 1950 partially 
implemented the provisions of these bills, but no action was taken 
on those sections relating to the transfer of components to or from 
the Department of the Interior, and action was indefinitely post- 
poned on the bill at an executive session on June 21, 1950. <A 
bill covering the transfers proposed by the Hoover Commission 
(S. 3657) was introduced by Senator Douglas, after Reorganization 
Plan No. 3 became effective, and referred to the Committee on 
Public Works, where no action has been taken. 

Senate Joint Resolution 131, requiring the transmission to Congress 
of an alternate and balanced budget for fiscal year 1951.—This resolution 
was introduced by Senator McClellan on September 23, 1949, to 
follow up on Senate Joint Resolution 108, outlined above. It was 
designed to indicate possible economies, by requiring the President 
to submit to the Congress as an addition: ul feature of his regular 
budget document for the fiscal year 1951, the figures constituting an 
alternate budget so reduced that total expenditures would not exceed 
total anticipated Federal revenues. This alternate budget would, 
therefore, supplement any unbalanced budget which the President 
sees fit to reeommend. This provision would more adequately equip 
the Congress to make specific determinations as to whether or not 
deficits should be incurred, and for what purpose. The substance of 
Senate Joint Resolution 131 was proposed on September 29, 1949, by 
Senators McClellan, Ferguson, Byrd, Eastland, and Stennis as an 
amendment to H. R. 1689, the Executive Pay Raise Act of 1949. 
The amendment was accepted by the Senate, but was stricken in 
conference (H. Rept. No. 1411). 
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S. 2898, to establish a Joint Committee on the Budget.—This bill, 
introduced by Senator McClellan on*January 19, 1950, would amend 
the Legislative Reorganization Act of 1946 by creating a Joint Com- 
mittee on the Budget to replace the present Joint Committee on the 
Legislative Budget. The Joint Committee on the Budget is directed 
under S. 2898 to (1) make a detailed study of the annual budgets of 
Federal agencies both during and after preparation, (2) provide the 
Committees on Appropriations with information on budget items and 
justifications, (3) report to the Appropriations 5 C ommittees findings 
relating to necessary adjustments or revisions in appropriations as 
may be required to balance the budget, and (4) make recommenda- 
tions to the appropriate standing committees relative to (a) desirable 
changes in existing law which would effect greater efficiency and 
economy, and (b) matters relating to deviations from basic legisl: ative 
authority, or use of appropriations in a manner inconsistent with 
congressional authorization. This joint committee would be com- 
posed of five members each of the House and Senate Appropriations 
Committees, to constitute a service committee to provide detailed 
information to all committees of the Congress as to the expenditure 
of Federal funds and the need for reductions in or supplements to 
existing appropriations. 

Another proposal, Senate Concurrent Resolution 38, introduced on 
May 11, 1949, provided for the creation of a Legislative Budget Com- 
mittee consisting of five members each of the House and Senate 
Appropriations and Revenue Committees. The resolution called { for 
an annual omnibus appropriation bill, and required that all propos: ils 
authorizing appropriations must estimate their costs over a 5-year 
period or for the duration of the project if for a shorter life. Senate 
Concurrent Resolution 38 was reported favorably to the Senate on 
April 14, 1950, by the Committee on Rules and Administration (S. 
Rept. No. 1487). Senator Hayden, chairman of the committee, sub- 
mitted a minority report, however, opposing this action. He sug- 
gested that the whole matter be held in abeyance until Congress 
had gained more experience under the present omnibus appropria- 
tion procedure, and favored S. 2898 as more practical in acquiring 
information needed by Congress in considering the Federal budget 
submitted each year. Senate Concurrent Resolution 38 made no 
further progress. 

Action on S. 2898 was postponed by the committee until the con- 
vening of the Eighty-second Congress, at which time it is proposed 
that ceneral hearings will be held to determine various advisable 
amendments to the Legislativ e Reorganization Act of 1946. In view 
of the importance of this proposal, however, the chairman of the 
committee has indicated that it may be considered separately from 
any general amendments to the Legislative Reorganization Act. In 
all probability, a revised bill will be filed early in the Eighty-second 
Congress. 

S. 2161 (Hunt), authorizing the President to impound certain appro- 
priated moneys.—This bill, introduced by Senators Hunt, Withers, 
and Lodge on June 29, 1949, has a complicated background, stemming 
from difficulties connected with legislative budget procedure estab- 
lished under the Legislative Reorganization Act of 1946, as the result 
of which the Committee on Rules and Administration favorably 
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reported Senate Concurrent Resolution 18 providing for an annual 
consolidated general appropriation bill (S. Rept. No. 616). ‘To meet 
objections of various executive agencies that such an omnibus bill 
would greatly increase the danger. of bad legislative riders, the same 
subcommittee which had recommended Senate Concurrent Resolution 
18 proposed S. 2161 which resembles an item-veto bill, since it author- 
izes the President to strike out part or all of items of appropriations 
which he deems are “not in the public interest,’’ which was referred 
to this committee. The bill provided, however, that Congress may 
reappropriate these stricken dollar items by simple majority, in 
which event the- President cannot again intervene on the items in- 
volved. This provision of somewhat doubtful constitutionality stops 
short of authorizing the President to eliminate nonfiscal as well as 
fiscal provisions of appropriation bills. The committee, after con- 
siderable study of the proposal in connection with other legislation 
pending before it (as outlined above), and other committees in the 
Senate, voted to postpone indefinitely action on S. 2161 on March 
21, 1950. 

S. Res. 818 (Ferguson), to investigate the operation of the program for 
the procurement of supplies, materials, and facilities in connection with 
national defense-—This resolution was indefinitely postponed in view 
of the fact that the committee is already vested with authority pro- 
vided therein under the Legislative Reorganization Act of 1946. In 
addition, the Subcommittee on Senate Investigations is conducting 
current inquiries in regard to the defense procurement program. 

S. 3775 (Thomas and Ives), to provide for the establishment of con- 
gressional investigating commissi i stablishes a permanent 
Congressional Investigating Commission, composed of two Senators, 
two Members of the House of Representatives (one from each major 
political party), and three members from a panel appointed by the 
President with the advice and consent of the Senate (not more than 
two of whom shall be from the same political party), a chairman to be 
selected jointly by the President of the Senate and the Speaker of the 
House of Representatives. The bill further provides that any investi- 
gation undertaken by the Commission must be approved by concur- 
rent resolution by Congress. 

This bill would centralize all House and Senate investigations and is 
designed to eliminate duplications of such investigations. It would 
create a special staff which would be available for all such investiga- 
tions, whether originating in the House or the Senate, if approved by 
concurrent resolution. The bill was referred to a special subcommittee 
for consideration. The subcommittee’s report resulted in the bill 
being temporarily postponed on August 30, 1950, as lengthy hearings 
were indicated. The view of the committee was that the matter 
should be deferred to the next Congress. 

Senate Resolution 280 (Hill, et al.), relating to employment of moral 
perverts by Government agencies.—This resolution was introduced by 
members of the Senate Subcommittee on the District of Columbia 
of the Committee on Appropriations, and referred to this committee 
for action. (See S. Rept. No. 1746.) The committee in turn referred 
the resolution to its Subcommittee on Investigations. A report on 
this resolution was submitted to the Senate by the subcommittee 
(S. Doe. No. 241, December 15, 1950). Further details are included 
under the subcommittee’s activities, herein. 
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Senate Resolution 331 (Butler), to investigate the acquisition of 
Palmer Airport by the Territory of Alaska.—This resolution provides 
for a full and complete study and investigation of the circumstances 
surrounding the acquisition of Palmer Airport in the Territory of 
Alaska. At an executive session held on August 23, 1950, the com- 
mittee referred the resolution to its Subcommittee on Investigations 
for whatever action may be indicated, with instructions to report 
back to the full committee at the earliest practical date, in accordance 
with the provisions of the resolution. Action taken thereon is 
reflected in the activities report of the Subcommittee on Investiga- 
tions included elsewhere in this report. 

S. 1120 (Morse), to amend the Legislative Reorganization Act of 1946 
to require an accounting for the expense allowance payable to each 
Senator, Representative in Congress, Delegate from the Territories, and 
Resident Commissioner from Puerto Rico —The title of this bill explains 
the purpose of the proposed legislation. Action was postponed 
indefinitely by the committee on May 19, 1949. 

S. 3116 (Humphrey), providing for the repeal of section 601, title VT, 
of the Revenue Act of 1941, pertaining to the Committee to Investigate 
Federal Expenditures, and for other purposes.—S. 3116 would abolish 
the so-called Byrd committee, a special committee known as the 
Joint Committee on Reduction of Nonessential Federal Expendi- 
tures, which was created through an amendment to the Revenue Act 
of 1941 and is not in fact a congressional committee, although com- 
posed largely of Members of Congress. The Director of the Bureau 
of the Budget and the Secretary of the Treasury are also members 
of the committee. 

The provisions of this bill were discussed at considerable length 
in the Senate by its sponsor, Senator Humphrey, who contended 
that the functions allocated to the joint committee duplicate those 
assigned to and performed by the Committee on Expenditures under 
the Legislative Reorganization Act of 1946, and by the chairman of 
the Joint Committee, Senator Byrd, and other Senators. The bill 
was considered in executive session and postponed indefinitely. 


NOMINATIONS 


The committee received only two nominations during the Eighty- 
first Congress: (1) The reappointment of Rear Adm. Paul L. Mather 
to be War Assets Administrator, vice Jess Larson, which was reported 
favorably by Senator McClellan on April 29, and confirmed by the 
Senate on May 6, 1949; and 

(2) Jess Larson to be Administrator of General Services, reported 
favorably by Senator McClellan on July 5, and confirmed by the 
Senate on July 6, 1949. 

There was no opposition to either of these nominations and the 
committee reported them immediately and confirmation was expedited 
in every way possible in the Senate. 


AUDIT REPORTS 


This committee has the duty of “‘receiving and examining reports of 
the Comptroller General of the United States and of submitting such 
recommendations to the Senate as it deems necessary or desirable in 
connection with the subject matter of such reports’’ (sec. 102 (g) (2) 
(A) of the Legislative Reorganization Act). 
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Pursuant thereto, there were received during the Eighty-first Con- 
gress a total of 62 audit reports and seven miscellaneous reports 
reflecting the activities of the General Accounting Office in various 
fields. Included in the miscellaneous group were two annual reports 
for the years 1948 and 1949, incorporating a summary of GAO work, 
as required by law. Also from the miscellaneous group, a report con- 
cerning certain contracts entered into by the former Federal Public 
Housing Authority (the functions of which are now within the Housing 
and Home Finance Agency) on a cost-reimbursement basis plus a 
fixed fee and a fixed amount for overhead, a special report on the 
examination of the Commodity Credit Corporation, and a special 
report on construction-differential subsidies and related national 
defense allowances granted by the United States Maritime Commis- 
sion, were referred to the Subcommittee on Senate Investigations and 
action thereon is covered hereinafter in the report of that subcom- 
mittee’s activities, 

The staff of the committee prepared analytical memorandums on 
each of the 62 audit reports referred to above, together with 10 audit 
reports received during the Eightieth Congress which had not been 
analyzed previously. Through appropriate “consolidations of agencies 
and fiscal years, all audit reports have been grouped in 22 separate 
staff memorandums, and a committee report thereon was submitted 
to the Senate (S. Rept. No. 2685) on December 20, 1950. 

In addition to the reports received during the Eightieth and Eighty- 
first Congresses, the staff, during the first session of the E ighty-first 
Congress had earlier prepared Memorandums on four other audit 
reports submitted to the Eightieth Congress * and, during the second 
session of the Eighty-first Congress on two interim memorandums,' 
all six being omitted from Senate Report No. 2685, cited above. 

Throughout the audit reports, the staff had observed a recurrence 
of a group of recommendations common to many of the agencies and 
repeated year after year. Directed to the Congress, these recom- 
mendations involve such questions of basic policy as whether all 
Federal revenue-producing enterprises should be required to pay 
interest on Government capitalization, to bear their share of retire- 
ment, disability and compensation benefits, and to pay for certain 
other services now rendered without charge; for example, Department 
of Justice legal services, postage-free mail, and rent. A number of 
discussions have been held between the staff and re presentatives of the 
General Accounting Office and in a special staff memorandum included 
in Senate Report No. 2685 (see above citation) the position of the 
GAO ” fully disclosed and supplemented by staff commentary as 
needed. 


MISCELLANEOUS REPORTS FROM EXECUTIVE DEPARTMENTS AND 
AGENCIES 


The committee received 27 special communications and reports 
from various agencies of the executive branch submitted to Congress 
in accordance with provisions of law. These included: 


3 Gorgas Memorial Laboratory, 1946-47, Staff Memorandum No, 81-1--1; Home Owners Loan Corporation, 
1947, No. 81-1-5; Federal Savings and Loan Insurance Corporation, 1945-46, No. 81-1-11; and Metals Reserve 
Company, RFC, No. 81-1-12, 


Ne Gorgas Memorial Laboratory, 1948, No. §1-2- 11; and Tennessee Valley Authority Cooperatives, 1947-48 
0. 81-2-15. 
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1. Quarterly progress reports (four separate reports) from War 
Assets Administration, from early 1948 until it was transferred to the 
General Services Administration under Public Law 152 on June 30, 
1949. 

2. Report from the Secretary of the Treasury showing refunds of 
internal revenue in excess of $500 made by the Bureau of Internal 
Revenue in 1948, because of taxes illegally or erroneously collected. 

The chairman of the committee addressed an inquiry to the Secre- 
tary of the Treasury relative to the value of these reports, the cost of 
preparation thereof, etc., with a view to initiating legislative action to 
cut down on the reports, which were so voluminous that no real exam- 
ination of them was possible. Following this action, the Congress 
under Public Law 727, Eightieth Congress, raised the limit for re- 
porting such refunds to $5,000. Another bill, H. R. 4965, amending 
the Internal Revenue Code to require reporting of refunds in excess 
of $20,000, was introduced in the House and referred to the House 
Committee on Ways and Means for study. ‘The entire problem was 
transmitted to the chairman of the Senate Committee on Finance on 
July 1, 1949, since the committee determined that any remedial legis- 
lative action required to further reduce the cost of preparing and 
submitting these reports, in order to better serve the purpose for 
which they were intended, came within the jurisdiction of that 
committee. 

3. A letter from the Interstate Commerce Commission relative to 
the payment of a travel allowance claim to which exception had been 
taken by the Comptroller General. 

Following receipt of this communication, the chairman requested 
information from the ICC and the Comptroller General relative to 
the possibility of eliminating the requirements then existing for sub- 
mission to Congress of bills for relief of certifying officers where 
expenditures were clearly in the Government’s interest, but not 
strictly in conformance to some technical provision of law. Subse- 
quently, the committee included an amendment in Public Law 830, 
outlined hereinbefore, changing the old requirement, authorizing pay- 
ment of travel expenses of employees, transportation of their families, 
and shipment of their household effects, or transfer from one official 
station to the other at the convenience of the Government only 
“when authorized in the order directing the travel,” to provide that 
such travel may be reimbursed to employees for expenses of such travel 
when “authorized and approved.”’ The effect of this provision will 
eliminate the necessity for submitting private relief measures for the 
consideration of Congress where such travel is in the Government’s 
interest by directing the General Accounting Office to approve ex- 
penditures of this nature when properly authorized, regardless of 
whether or not the official travel orders are actually in possession of 
the employee at the time the travel was initiated, as previously 
required before the expense thereof could be paid. 

4. There were a total of seven communications received from various 
agencies to which were attached drafts of proposed legislation designed 
to bring about improved organizational structures and operations of 
such agencies, or to remove inequities in existing law. These were 
either incorporated in other bills under consideration by the committee, 
or filed as separate measures and covered hereinbefore under the title 
“Bills and Resolutions Referred to the Committee.’”’ These included 
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proposals to provide for (a) the more economical operation of the 
general supply fund by the Bureau of Federal Supply, Department of 
the Treasury; (b) authorizing certain administrative expenses for the 
Treasury Department; (c) authorizing the withholding of compensa- 
tion due Government personnel; (¢) amendments to the Travel 
Expense Act of 1949; (¢) authorizing relief of authorized certifying 
officers of terminated war agencies in liquidation by the Department 
of the Interior, and (f) Department of Commerce; and, providing for 
the financing of the operation of the Bureau of Engraving and Printing 
in the Department of the Treasury. 

5. Annual report of the General Services Administration for the 
neniad July 1 to December 31, 1949. An analysis of this report was 
covered in staff Memorandum No. 81-—2-32, dated March 17, 1950. 

6. To complete this group, there were a total of 13 general reports 
dealing with miscellaneous subjects, as follows: (a) Special Assistants 
employed by the Department of Justice (two reports) ; (6) expenditure 
appropriations by the United States Customs and Patent Appeals for 
1948 and 1949; (c) report of the Secretary of State on the operations 
of the Department of State under section 32 (b), Public Law 584, 
Seventy-ninth Congress; (d) reports on payment of claims for damages 
occasioned to naval vessels (two reports) ; (¢) report from the Secretary 
of Defense that no claims were paid from the ee “Salaries 
and expenses” for the year ending December 31, 1949; (f) report on 
contracts negotiated for experimental, dev elopmental or research work 
for the period from July to December 1949; (g) report on foreign excess 
property disposal by the Navy for the period July 1 to December 31, 
1949, (h) request for authority to direct the Secretary of Defense to 
transfer and convey certain lands to the Federal Communications 
Commission in connection with its radio monitoring program (this 
matter was referred back to the FCC and to GSA for consummation 
under provisions of Public Law 152); (7) a report on contracts nego- 
tiated for research and development purposes; (j) a report on con- 
servation of critical materials pursuant to the President’s directive of 
July 26, 1950; and (k) a report on the disposal of Army excess personal 
property loc ated in areas outside the continental United States, 
Hawaii, Alaska, Puerto Rico, and the Virgin Islands, for the period 
July 1 to December 31, 1949. 


SPECIAL STUDIES AND ACTIVITIES OF THE COMMITTEE 


The committee’s normal activities are devoted largely to carrying 
out duties prescribed under section 102 (g) (2) of the Legislative 
Reorganization Act, directing, in part, that it shall have the duty of 
“studying the operation of Government activities at all levels with a 
view to determining its economy and efficiency,” and of “evaluating 
the effects of laws enacted to reorganize the legislative and executive 
branches of the Government.” 

Under section 102 (g) (2) (B), the committee has established a 
cooperative relationship with the agencies of the executive branch of 
the Government, looking toward the elimination of policies and pro- 
cedures with respect to which complaints of deviation from provisions 
or intent of basic law, including illegal overexpenditure or over- 
obligation of appropriations or limitations thereof, have been filed 
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with the committee by other committees, individual Senators, or 
others. This relationship has been most effective in resolving points 
previously at issue between the legislative and executive branches, 
and, through it, the committee has brought to fruition a unique and 
successful experiment in legislative-executive understanding in the 
over-all objective of effecting greater economy and efficiency through 
better management policies. 

The committee has initiated a program for determining action taken 
on each of the reorganization plans and acts approved by ‘the C ongress, 
the administrative deficiencies eliminated or improvements ms ade in 
organization and management of the agencies affected together with 
the estimated savings, if any, resulting therefrom. A report covering 
replies to these requests was suomitted to the Senate on Decemoer 19, 
1950 (S. Rept. No. 2680). This action is based on the conviction of 
the committee that the responsibilities of Congress in approving 
reorganizations in the executive branch do not cease with the enact- 
ment of enabling legislation or with the approval of reorganization 
plans, but that there remains the further duty through this committee 
to ascertain the administrative action taken pursuant thereto and the 
benefits derived therefrom. This, likewise, is a departure from pre- 
vious activities performed by committees of Congress and is one that 
not only should stress the fact that the Congress expects positive 
implementing action by the executive branch on approved reorganiza- 
tions, but should also stimulate administrative action to capitalize 
fully on the efficiencies and economies contemplated thereunder. 

In addition to this report, the following are outlines of three other 
areas in which the committee has conducted special studies the result 
of which were reported to the Congress, and which will be the basis 
for appropriate actions in the future, as may be indicated. 


CHARTS ON THE ORGANIZATION OF THE EXECUTIVE BRANCH 


An important special activity of the committee that has resulted in 
the receipt of many expressions of approval from Members of Congress, 
officials of the Government, and public agencies, is the issuance of 
semiannual organization charts of the Federal executive departments 
and agencies. The charts were initiated at the beginning of the 
Eightieth Congress, with the first issue dated January 1, 1947, and 
have been released at subsequent 6-month intervals showing detailed 
organizational structure to the “division’’ level and personnel assign- 
ments to each such organizational component as of January 1 and 
July 1 

The information in the chart is furnished to the committee by each 
agency of the executive branch. The cooperation of Federal officials 
in compiling the data has been largely responsible for the success 
initially achieved and for improvement in succeeding issues. The 
committee has submitted with each chart a report in which major 
changes in personnel have been explained, together with details re- 
garding reorganizations effected during the 6-month interval preceding 
each issue. The chart issued on July 1, 1948, was used as a basis for 
the Hoover Commission’s reports on organization of the executive 
branch. Personnel and organization data depicted therein were re- 
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ferred to repeatedly in the Commission’s reports, and formal recom- 
mendation to bring about improvement in organizational structure 
through the adoption of uniform nomenclature (the absence of which 
was emphasized by the chart) was later made by the Commissions 
This committee had earlier recommended that standard nomenclature 
should consist of the following terms in progressing from the higher to 
the lower levels of organization: Department, bureau, division, 
branch, section, unit. The Hoover Commission, in approving this 
formula, suggested that a further segregation would be desirable by 
including ‘service’ between department and bureau, thereby indicat- 
ing large coordinating activities of one or more bureaus or other com- 
ponents in a given area. Many of the agencies have adopted this 
uniform nomenclature, and reorganizations ‘effectuated thereunder 
have been reflected in succeeding issues of the chart. Certain depart- 
ments and agencies have found some difficulty in conforming due to 
statutory limitations, but indications are that these will be corrected 
by future legislative enactments dealing with specific functions of such 
agencies. 


INCREASING COST OF THE FEDERAL GOVERNMENT 


Throughout both sessions of the Eighty-first Congress, the com- 
mittee has in various ways emphasized great interest and growing con- 
cern in the rising costs of the Federal Government. Of particular 
importance on this score has been the variety of bills, resolutions, re- 
organization plans, and the like, which have been acted on by the 
committee, as described elsewhere in this report. 

In addition, mention should be made of two special extended reports 
made by the committee in the field of increasing Federal expenditures. 
As indicated in the address to the Senate by the committee chairman 
on February 22, 1950, the staff prepared an analysis of the huge 
potential costs of the 15 most important proposals included in the 
legislative program of the President. Without “undertaking to 
discuss or pass final judgment upon the merits or lack of merits of 
each and all of the above proposed measures” the chairman empha- 
sized that only the most indispensable additional items should be 
undertaken until the long-continued, recurring annual Federal 
budget deficits have been eliminated. 

A few days later much debate in the Senate centered on the fact 
that the Federal expenditures had increased so markedly within only 
2 years—from $34 billion in the fiscal year 1948 to $43 billion in the 
fiscal year 1950, or a huge rise of $9 billion. As a result the com- 
mittee chairman addressed the Senate on March 22, 1950, on this 
score, incorporating another extended analysis prepared by the 
committee staff to show the more important aspects of the above 
2-year over-all trend extended to include a small over-all decline for 
the year ahead. 

This material, together with selected historical tables on Federal 
receipts, expenditures, annual deficit, and outstanding debt, was 
prepared and submitted to the Senate in Senate Document No. 150 
on March 28, 1950. This brief pamphlet has attracted much interest, 
as indicated by requests for copies from many different official and 
nonofficial sources. 
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FEES FOR SPECIAL SERVICES 


In further cognizance of its responsibilities under section 102 
(g) (2) (B) of the Legislative Reorganization Act to maintain surveil- 
lance of the economy and efficiency of Government activities, the 
committee, in executive session of February 15, 1950, gave considera- 
tion to the question of assessing charges for those services which are 
presently rendered by the Government to special beneficiaries with- 
out charge or without adequate charge, as distinguished from those 
services for which the Government is inherently liable in the public 
interest. _The concept underlying the committee’s consideration was 
that, by transferring the cost of such special services to the recipients 
thereof, very real progress would have been made toward the goal of 
reduction of the Federal budget. Accordingly, the staff directed to 
undertake a study of the subject i in its broad aspects. 

Because of limited facilities, the inquiry necessarily was conducted 
through a sampling process. Twelve agencies in the executive branch 
of the Government were selected as providing an adequately repre- 

sentative cross section of varied activities, and from each a report was 
obtained indicating the services of all kinds now being rendered, the 
present fees, if any, therefor, and the agency’s views of the propriety 
and practicability of modifying such fees and assessing new fees for 
services for which there is now no charge. On the basis of analysis 
of these agency reports, the committee has concluded that there are 
available potentially lucrative but untapped sources of Federal revenue 
to be derived from services for which it would not only be equitable 
to assess appropriate fees, but for which the recipients would be 
entirely willing to pay. The complete results of the study are in- 
corporated in Senate Report No. 2120, submitted to the Senate on 
July 24, 1950. Copies thereof were sent especially to the chairmen of 
the standing committees of both the Senate and House of Representa- 
tives, and response has been most encouraging and indicative of intent 
to utilize the results of the study in relation to future legislation. 


MISCELLANEOUS ACTIVITIES OF THE COMMITTEE 


The nature of the functions assigned to the committee in the 
Legislative Reorganization Act, as hereinbefore set forth, has resulted 
in the receipt of numerous requests for information and suggestions 
on the part of various Senators for investigations of a minor nature 
where some deviation from existing law or some activity on the part 
of an agency of the Government indicated extravagance or inefficiency. 
Many of these were of no particular significance and no attempt was 
made to enumerate or classify the various contacts or communications 
with such agencies, which varied from occasional checks to, in one or 
two instances, rather extensive examinations. 

The following are typical cases cited to illustrate the variations or 
types of studies undertaken by the staff for the committee or at the 
request of members of the Senate: 

(1) Investigation of reported discrimination in the withholding of 
contract allocations by the Veterans’ Administration in the purchase 
of X-ray and operating equipment. 

(2) Purchase of television sets for senior officers by the Navy 
Department. 
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(3) General Accounting Office report on improper handling of 
funds coming into the hands of officers and employees of the Govern- 
ment. 

(4) Policies being followed by the General Services Administration 
with respect to the disposition of surplus property to small business 
concerns. 

(5) Information compiled in response to requests from Members 
of the Senate in order to factually reply to inquiries as to ‘“‘Why 
Hasn’t Congress Taken Action on Hoover Commission Reports?’’. 

(6) Preparation of special staff reports on specific aspects of the 
Hoover Commission reports, as requested by individual Senators. 

(7) Proposed amendment to the Corporation Control Act of 1945 
to provide for audit of ‘‘mixed-ownership”’ corporations after the 
capital investment of the Government has been withdrawn or retired. 

(8) Transfer of excess Federal property from the Department of 
Defense to the Federal Communications Commission for use as a 
combination office and monitoring station in connection with investi- 

ation of sources of interference with radio reception in the Spokane- 
Seattle area. 

(9) Staff reports on the purpose for which the Armed Services Com- 
mittee of the Senate appointed a special investigating subcommittee to 
duplicate functions of the Senate Subcommittee on Investigations. 

(10) Inspection of records management centers, procurement of- 
ficers, and supply depots in the New York area 

(11) Procurement policies and supply system of the Veterans’ 
Administration in conflict with provisions of the Federal Property 
and Administrative Services Act, as amended. 

(12) Reports received by the committee relative to the purchase 
of safety matches by the Department of the Army, while the Depart- 
ment of the Navy was disposing of the same type of matches as surplus. 

(13) Reports submitted to the committee that star routes in South 
Dakota were being abolished and contracts for mail service entered 
into without due regard to postal service requirements, which would 
result in impairment of mail deliveries. 

(14) A report from the GAO indicating waste of appropriated funds 
by the Department of the Army at its Detroit Arsenal involving 
$88,000 plus an undetermined amount for replacement of Government 
stock. 

(15) Investigation of complaint against the Post Office Department 
regarding the use of the postal service for distribution of letter-writing 
circulars. 

(16) Digest of the first annual report of the Administrator of GSA. 

(17) Annual report of funds received by the United States Treasury 
which were not deposited into the general fund, as required by law. 

(18) Complaint regarding infringement of patents for manufacture 
of file cabinets. 

(19) Review of Joint Report to Congress on the Federal Catalog 
System. 

(20) Investigation of charges that the Department of Defense was 
imposing arbitrary delivery restrictions which increased the cost of 
coal at army hospitals. 

To illustrate the type of action taken by the committee in following 
up on these complaints and carrying out these functions, the following 
cases are cited: 
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Creation of the Accounting Systems Division in the GAO 


During the summer of 1947 the staff of the committee made a study 
of the Government’s archaic accounting system and dual reporting 
procedures of funds appropriated for the various departments and 
agencies of the executive branch. 

Conferences were held with representatives of the General Account- 
ing Office, Bureau of the Budget, and Department of the Treasury, 
with a view of improving the accounting system at all levels of admin- 
istration and to adopt business-type methods, procedures, and forms 
in order that a single monthly report could be prepared ‘that would 
furnish the information necessary for agency management and at the 
same time fulfill the needs of the Bureau of the Budget and the 
General Accounting Office. 

At the conclusion of these conferences, the staff recommended that 
the Bureau of the Budget, General Accounting Office, and Treasury 
Department make a concerted drive to study the problems involved 
and work out improved methods and procedures for the purpose of 
streamlining the Federal accounting and reporting systems. 

On January 6, 1948, the Comptroller General established an 
Accounting Systems Division in the General Accounting Office to deal 
with the administrative accounting system of the Federal Govern- 
ment, and appointed Mr. Walter Frese as Chief of the Division 
responsible for supervising the General Accounting Offic e’s leadership 
in this field. A cooperative agreement was signed by the Secre tary of 
the Treasury, Director of the Bureau of the Budget, and the Comp- 
troller General, whereby those three agencies w ould spearhead study 
and development of better accounting and reporting of fiscal affairs 
of the Government in collaboration with the departments and agencies 
concerned. 

The work of this Division and the programs and studies conducted 
by these three agencies have been examined from time to time by the 
committee and, | as a result of the work performed, areas of under- 
standing have been established and the framework of this cooperative 
undertaking has been incorporated in the Budget and Accounting 
Procedures Act of 1950, Public Law 784, approved September 12, 1950. 


Records management centers, procurement and supply programs 
{ ’ Ppe { 


In accord with the committee’s policy of following-through on 
legislation handled, to determine its effectiveness in actual operation, 
the chairman authorized the staff to survey and inspect the Govern- 
ment’s records management program initiated under Public Law 754 
in the New York area. 

It was found that the program was being developed and carried 
out as justified, and in accord with the intent of Congress. Some 
difficulty was reported, however, in obtaining adequate space for estab- 
lishing records centers. This difficulty was eliminated by an agree- 
ment with the Navy Department, which allocated over 50,000 square 
feet of warehouse space to GSA from the Navy clothing factory depot 
in Brooklyn. From September 1 to October 15, 1950, the Federal 
offices in the New York area moved files and records from high- 
priced office space to the center thus freeing over 100,000 square feet 
of office space at an annual savings of $103,000. It was also found 
that the Department of the Navy maintains its own record center 
at Garden City, N. Y., where excellent service is maintained of per- 
manent records under the jurisdiction of that Department. 
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Conferences were held with the New York regional director of GSA, 
the commanding officer of the Navy Catalog Office, procurement 
officer of the Department of State’s Overseas Supply Office, and the 
director of Veterans’ Administration medical supply depot. These 
conferences were held for the purpose of determining the effectiveness 
of Public Law 152, the problems involved in administering the pro- 
grams under their jurisdiction and objectives attained in improving 
procurement, supply, warehousing, and property management. Im- 
provements in administering these programs have been attained and 
are constantly being extended to other activities, especially in consoli- 
dated purchases, uniform cataloging whereby economies are effected 
by eliminating duplicate stock. classification numbers, materials han- 
dling, and traffic management. 

Inspection of the physical lay-out and discussion of the purpose and 
mission of the VA medical supply depot at Summerville, N. J., reveals 
that the Federal] Government is spending over a million dollars per 
year to maintain this depot, which should be drastically reduced or 
transferred to the GSA. 

Further study is now in progress of this activity, with a view of 
bringing about modern business practices and integration of a supply 
system for which the service rendered will be commensurate with the 
amount expended. 


Reports OF SUBCOMMITTEES 


The following reports were compiled and submitted to the com- 
mittee by the indicated subcommittees relative to their activities 
during the Eighty-first Congress. Further information relative to 
action on legislation considered by the subcommittees is included in 
the report of the full committee hereinbefore. 


ACTIVITIES OF THE SENATE INVESTIGATIONS SUBCOMMITTEE 


Introduction 


The Committee on Expenditures in the Executive Departments has 
delegated to this subcommittee the authority to make studies and 
investigations of Government activities at all levels with a view of 
determining its economy and efficiency, in accordance with the powers 
granted to the committee under the Legislative Reorganization Act 
of 1946 (rule XXV, sec. (g) (2) (B)). Since the organization of this 
subcommittee in 1948, it Eos employed a staff of trained and experi- 
enced investigators and attorneys, and has attempted to maintain a 
continuity of operations from year to year. This subcommittee, in 
an effort to conduct its investigations and hearings fairly and judi- 
ciously, operates under a set of rules and procedures which it adopted 
at the time the subcommittee was established in 1948. (See p. 24, 
Activities of the Senate Committee on Expenditures in Executive 
Departments; S. Doc. No. 4, 81st Cong.). 

As a result of the investigations conducted by this subcommittee 
during the Eighty-first Congress, substantial savings of public funds 
have been effected. Furthermore in several instances there have been 
improvements in the efficiency of executive agencies which have 
adopted the formal and informal recommendations of the subecommit- 
tee. While it is impossible to estimate accurately in dollars and cents 
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the complete savings resulting from the activities of the subcommittee 
there are several instances of substantial savings in individual cases, 
as is indicated in the specific cases set forth below. There are un- 
doubtedly other monetary savings resulting from the work of the sub- 
committee which cannot be estimated with any degree of accuracy. 
In evaluating the work of the subcommittee, it also should be consid- 
ered that the mere existence and operation of this investigating unit 
does have a definite salutary effect on the day-to-day workings of 
many executive departments, as well as upon the activities of private 
firms and individuals who deal with the Government. 

In view of the vast amount of public funds which now are being spent 
on the national defense preparedness program and because of the crea- 
tion of many emergency defense agencies which are rapidly growing in 
size and numbers, it is the intention of the subcommittee to direct 
much of its attention to this program. In addition to the inquiries 
which the subcommittee intends to continue with regard to the normal 
operations of the peacetime civilian agencies of Government, the sub- 
committee plans to keep a close watch on the operations of the emer- 
gency agencies for the purpose of determining their economy and 
efficiency. 


Insurance kick-backs on Export-Import Bank and ECA operations 


A survey made by the subcommittee staff revealed that it was not 
uncommon in marine insurance circles for freight forwarders to get 
kick-back discounts of 10 to 15 percent on the premium paid for 
cargo insurance placed by such freight forwarders on behalf of their 
clients. The subcommittee was particularly interested in determin- 
ing whether or not that practice was prevalent on exports financed 
with United States Government money and whether the discounts 
were passed on to the insured. A study of several loans made by the 
Export-Import Bank revealed that such practices did exist. 

The Polish loan was selected for the purpose of making an intensive 
investigation. The Export-Import Bank on April 24, 1946, authorized 
a credit of $40,000,000 to the Republic of Poland, for the purchase of 
mine and railroad equipment to rehabilitate the Polish coal and rail- 
road industries, so that urgently needed coal could be supplied to 
Western European countries. Under this loan the financial counselor 
of the Polish Embassy executed the contracts but delegated the de- 
tailed operations to the Polish American Supply Co. (Polasco). Under 
the loan procedure the Export-Import Bank would make payments 
when such expenditures were certified by the Polish financial 
counselor. 

Polasco retained the Pan Atlantic, Inc., as its freight forwarders, 
and Kurt M. Jachmann Co., Inc., of New York was retained as its 
insurance broker. An audit was made which revealed that during 
the years 1947, 1948, and 1949, Pan Atlantic, Inc., received 
$1,831,392.42 for its services through the Export-Import Bank reim- 
bursements. Investigation further indicated that officers of Pan 
Atlantic, Inc., were receiving a 15-percent kick-back on the ocean 
cargo insurance premiums from the insurance broker Kurt M. Jach- 
mann Co., Inc. In addition one of the officials of Pan Atlantic was 
receiving another secret additional 10 percent of the insurance 
broker’s premiums. The investigation disclosed that the fraudulent 
kick-back and overpayments of insurance premiums totaled approxi- 
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mately a quarter million dollars. Export-Import Bank officials 
stated that if they had been aware of these discounts they would not 
have approved reimbursement for these items. 

These matters were called to the attention of various Government 
agencies, such as the Bureau of Internal Revenue with respect to the 
possible tax frauds committed by officials of the freight-forwarding 
companies and the district attorney’s office of New York County, with 
respect to the possible frauds practiced within its jurisdiction. This 
situation was also brought to the attention of the Insurance Depart- 
ment of the State of New York, and the various United States agencies 
interested in exports from the United States, including the Export- 
Import Bank, the ECA, and the Maritime Commission. 

The ECA officials immediately took precautions to guard against 
such kick-back practices and a new “suppliers certificate’ was required 
on all ECA shipments which certified that no hidden commission or 
kick-back had been received or paid. The Export-Import Bank 
likewise took similar steps to avert the payment of kick-backs. The 
State of New York revoked the insurance license of the broker Kurt 
M. Jachmann Co., Inc., for illegally splitting commissions. On 
January 7, 1951, the New York State Insurance Department an- 
nounced that it would prohibit foreign freight forwarders from solicit- 
ing insurance on sea cargoes unless they were licensed as insurance 
brokers. The Maritime Commission promulgated certain rules and 

regulations to control such improper practices of freight forwarders. 
The district attorney’s office of New York County advises that the 
matter of criminal prosecution is still pending in their office. It is 
felt that the United States Government, and incidentally private 
businessmen, saved extremely large sums of money, particularly on 
ECA shipments during the past year because of the precautions 
instituted after our findings were called to their attention. 
Five-percenter investigation 

Early in 1949 the staff of the subcommittee investigated various 
cases involving complaints that influence peddlers were operating in 
the field of Government procurement. These preliminary inquiries 
disclosed that there was a boom in this business and as a result the 
subcommittee undertook a full-scale investigation of the matter. 
After extended public hearings in the summer of 1949, the subcommit- 
tee prepared a report of its findings which was submitted to the Senate 
on January 18, 1950 (S. Rept. No. 1232). 

As a direct result of that investigation many of the executive de- 
partments inaugurated various methods of combating the sale of 
influence in Government. These innovations included new contract 
provisions which made it mandatory for contractors to disclose their 
dealings with five percenters; the organization of new procurement 
information services in the Department of Defense, the General 
Services Administration, and the Department of Commerce, which 
were designed to furnish prompt and efficient service to businessmen 
dealing with the Government; more effective interdepartmental dis- 
semination of information concerning shady or unethical contractors 
and five percenters; and the employment of investigative units in 
procurement agencies for the purpose of preventing and detecting 
procurement frauds and similar irregularities. 

In the course of this investigation the subcommittee discovered 
several possible criminal violations on the part of individuals who were 
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obtaining or assisting in obtaining contracts or were otherwise en- 
gaged in . dealing with the Federal Government. All of these possible 
criminal violations were referred to the Department of Justice and one 
case involving John F. Maragon has already been tried in the Federal 
court. In that case Maragon was convicted of giving false testimony 
to this subcommittee. The appeal of that conviction is still pending. 

The subcommittee is still making and will continue to make investi- 
gations of fraud, favoritism, and undue influence in the handling of 
Government business. It is felt that this type of inquiry is particu- 
larly important at this time, in view of the rapidly expanding procure- 
ment activities of the Federal Government in connection with the 
present preparedness program. 


Maritime Commission—delinguent accounts 


While conducting an investigation into other matters concerning the 
Maritime Commission the subcommittee learned that the Commission 
had an unprocessed backlog of thousands of accounting documents 
which included accounts receivable amounting to more than 
$25,000,000. These accounts represented moneys due the Commis- 
sion from private firms and other Government agencies for wartime 
services or supplies furnished by the Commission and the War Ship- 
ping Administration. Public hearings in this case were held in March 
1949, and for several months thereafter the subcommittee followed 
the efforts of the Commission to clear up these delinquent accounts. 

As a result of this inquiry it was found that these accounts receivable 
of the War Shipping Administration and the Maritime Commission, 
began to become delinquent as early as 1942. It was determined that 
in July 1947 when the delinquent accounts amounted to over 
$39,000,000, all work was stopped on the delinquent-accounts project 
and the records were filed away by the Commission. The subcom- 
mittee criticized the inept handling of this backlog by the Commission 
and concluded that this method of processing delinquent accounts 
cost the Government an unascertainable amount of money. It was 
the conclusion of the subcommittee that had the Commission properly 
utilized its auditing manpower, even after the postwar personnel cut- 
backs, it could have cleared up the accounts-receivable backlog without 
the need of additional appropriations. As a direct result of the sub- 
committee’s investigation, the Commission collected over six and a 
quarter million dollars due from public and private debtors and in 
addition adjusted accounts amounting to over $10,000,000. The 
remaining delinquent accounts were integrated with the regular work 
of the Commission and this entire backlog was then worked on in the 
usual course of business. A report of the subcommittee’s investigation 
in this case was submitted to the Senate on April 11, 1950 (S. Doe. 
No. 153.) 

Utilization of Federal hospital facilities 

In March 1949 the Committee on Organization of the Executive 
Branch of the Government (the Hoover Commission), issued a report 
to the Congress on the reorganization of Federal medical activities. 
In that report and in the related task force report the Hoover Com- 
mission pointed to the failure of Federal agencies to utilize a large 
unused bed capacity in our Federal hospitals. Subsequently there 
was some criticism of the hospital occupancy statistics which had been 
compiled by the Hoover Commission. In order to obtain the complete 
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facts on the occupancy of Federal hospitals the subcommittee under- 
took to make a detailed staff study of the utilization of Federal 
hospitals in the continental United States. This study was confined 
to the Veterans’ Administration, Public Health, and the armed 
services, which agencies maintain and operate the great majority 
of all Federal hospitals. 

As the result of this study the subcommittee submitted a report to 
the Senate (S. Doc. No. 174). This report set forth for the first time 
on a Nation-wide basis a complete compilation of occupancy statistics 
on each Federal hospital. It was believed by the subcommittee that 
this type of study could be of considerable assistance to those Federal 
agencies responsible for the operation of our Federal hospital program. 


Kick-backs on Austrian ECA operations 


Information came to the attention of the subcommittee that certain 
products going to Austria under ECA were being unduly controlled by 
certain exporters who had semiofficial connections with the Austrian 
Government or were representatives of the two lending Austrian banks 

It was reported that one of these persons had demanded kick-backs 
from American firms on exports of their products to Austria. Inves- 
tigation disclosed a strong probability that such allegations had merit. 
The exporter admitted in one interview that in order to persuade 
Austrian companies to buy from United States companies he repre- 
sented, he had to promise the Austrian companies kick-back commis- 
sions of 3 percent. He admitted that in getting quotations from 
United States firms he used the code words “3-percent freight charges” 
to mean 3-percent kick-back commission. Usually these commissions 
were reserved for the Austrians in United States dollars. The exami- 
nation of the files of one large United States company revealed an 
arrangement with an Austrian firm to reserve a kick-back commission 
in United States dollars on all ECA purchases made by the Austrian 
company. Letters revealed that the Austrian firm endeavored to 
transfer this reserve account of over $14,000 to a United States citizen 
in an effort to evade ECA regulations. 

Investigation further disclosed that the exporting companies were 
acting in a dual capacity, both as Austrian bank representatives, as 
well as private exporting companies. Every Austrian who wished to 
buy ECA merchandise must, under Austrian monetary controls, get 
their letters of credit from these banks. Due to their bank representa- 
tion these companies by examination of the letters of credit and ship- 
ping documents, were able to obtain confidential knowledge of their 
competitors prices, suppliers’ names, quantities, etc. 

It was further determined that under the guise of administering the 
letters of credit, one of the corporations representing the Austrian bank 
milked off over $190,000 in fees which was then deposited in a Swiss 
bank account and placed under the private control of certain of the 
Austrian bank officials. It is interesting to note that these ‘fees’ 
came off the Austrian economy and naturally resulted in the Austrian 
Government having fewer United States dollars to pay for ECA opera- 
tion. It is obvious that the United States made up this deficiency 
from United States funds. 

The facts were promptly brought to the attention of the Export- 
Import Bank and the ECA. Since Export-Import Bank loans had 
been practically all paid out, little could be done to prevent wasteful 
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expenditures on the loan operation. The ECA, however, brought the 
facts to the attention of Austrian officials and as a result, the principals 
representing the banks or acting in a semiofficial Austrian Government 
capacity were compelled to resign and the improper activities of these 
representatives and companies were curtailed. It is further under- 
stood that the ECA is studying the matter to determine if some 
recovery can be obtained of the moneys improperly expended. 


Fiscal affairs of the Commodity Credit Corporation 


Senate Resolution 98, concerning the fiscal affairs of the Commodity 
Credit Corporation, was referred to this subcommittee by the full 
committee (supra). The audit report of the Corporation Audits 
Division of the General Accounting Office on the Commodity Credit 
Corporation for the fiscal year ending June 30, 1945, disclosed out- 
standing accounts and notes receivable under the general commodities 
purchase program, amounting to $366,643,129. The audit report 
stated, in connection with this outstanding item that it could not be 
supported nor verified. The report further continued: 

The recorded balances of individual accounts are subject to qualification as a 
result of faulty application of accounting policies and poorly devised procedures. 
Amounts recorded as owing from sales made in this program were recorded on the 
basis of quoted prices on the date of recordation, while the billings to customers 
were based upon the quoted prices as of the date of delivery. Adjustments fre- 
quently were not made. In a number of cases, entries for quantities sold (with 
associated values) were based upon representations made by the purchaser and 
could not be supported by documentary evidence. 

Subsequently this subcommittee received the joint audit report 
for the fiscal years ending June 30, 1946, and June 30, 1947, and it 
was noted that in April 1946 the Commodity Credit Corporation had 
begun the task of analyzing a portion of the general commodities pur- 
chase program accounts receivable. This activity was later expanded 
according to the report and called the “liquidation project.” 

The audit report disclosed that by September 1947 the Corporation 
had completed most of the work on the liquidation project. As a 
result of this project it was determined that the amount of receivables 
from individual customers (substantially all from outside the Gov- 
ernment) was established at $1,181,070 as of June 30, 1947. The 
book balance, however, had been reduced from $366,643,129 to 
$97,621,567. This might indicate that over a period of time, the 
amount of $269,021,562 of accounts receivable outstanding on June 
30, 1945, had been accounted for by June 30, 1947. However, since 
it was established that the actual collectible amount of accounts 
receivable aggregated $1,181,070, a bookkeeping adjustment was 
made as of June 30, 1947, whereby the sum of $96,440,497 in accounts 
receivable was written off. 

The audit report indicates that because of the manner in which 
the liquidation project was conducted, little, if any, of the $96,440,497 
adjustment could have represented valid amounts due to the Com- 
modity Credit Corporation from sources outside the Government. 

The report further reflects that the Secretary of Agriculture re- 
quested an opinion from the Comptroller General as to whether the 
public interest would be served to an extent commensurate with the 
expenditure of effort and funds by a further investigation of this item. 
On_May 2, 1949, the Comptroller General replied in part as follows: 


The work entailed the location, examination, recording, regrouping, etc., of 
hundreds of thousands of invoices, cards, and related documents. Under the 
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circumstances, it did not seem advisable for the Corporation Audits Division to 
do more than make a general review of the methods employed. Based on this 
review and discussions and correspondence with the Corporation, * * * I feel 
that no categorical answer can be given to your question. This decision is based 
on the reported chaotic state of the records, particularly prior to March 1, 1944, 
the scope of the investigation revealed by the review, discussions, and corre- 
spondence mentioned above, the fact that considerable important information 
was missing from a large number of records of invoices and that certain records 
could not be located, and on the passage of time. However, it can be definitely 
stated, now that lend-lease settlements have been arranged, that no purpose 
would be served by further investigation of the balances due at June 30, 1945, 
from other governmental agencies. 

The Senate Agriculture Committee held hearings with respect to 
the General Accounting Office reports and came to the conclusion 
that since the major portion of outstanding accounts written off 
involved sums due from other governmental agencies, no purpose 
would be served in further investigation of this matter. : 

In view of the substantial write-off of accounts receivable of approxi- 
mately $100,000,000 and the fact that no certainty exists as to the 
exact amount due from other governmental agencies, this subcom- 
mittee contemplates further inquiry to satisfy itself that no substantial 
loss will result to the Government. 


Employment of homosexuals and other sex perverts in Government 


Under the authority of Senate Resolution 280 adopted June 7, 
1950, this subcommittee was directed to undertake an investigation 
into the employment by the Federal Government of homosexuals and 
other sex perverts. In view of the nature of the subject matter under 
inquiry the subcommittee held no public hearings in this case, but 
confined itself to a number of executive hearings. The subcommittee, 
through its executive sessions and staff studies, attempted to consider 
every aspect of the employment of homosexuals in Federal positions. 
The subcommittee considered not only the security risks involved in 
the employment of sex perverts, but it examined the rules and pro- 
cedures followed by Federal agencies in the handling of these cases, 
and extensive inquiries were made into the basic medical, psychiatric, 
sociological, and legal phases of the problem. 

At the conclusion of the subcommittee’s inquiry a report (S. Doc. 
No. 241) was prepared setting forth the results of the investigation. 
The subcommittee reached the very definite conclusion that those who 
engage in acts of homosexuality and other perverted sex activities are 
unsuitable for employment in the Federal Government. The sub- 
committee further found that, while the existing rules and regulations 
of the Government were sufficient to adequately meet this problem, 
these rules were not being followed by most Government agencies. 
It was also found that many Government officials failed to take a 
realistic view of the problem of sex perversion, and there appeared to 
be a general disinclination on the part of Government officials to face 
the problem squarely. The subcommittee drew up proposed amend- 
ments to the Criminal Code of the District of Columbia which, if 
adopted, should materially strengthen the existing criminal laws in 
the District of Columbia regarding acts of sex perversion. In view 
of the importance of getting sex perverts out of Government and 
keeping them out, it is the intention of the subcommittee to reexamine 
the situation from time to time to determine whether its recommenda- 
tions are being followed and to ascertain whether it may be necessary 
to take other steps to protect the public interest. 
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Federal aid for the Palmer (Alaska) Airport 

This subcommittee, under the authority of Senate Resolution 331, 
initiated an investigation of the Palmer (Alaska) Airport project unde Jc 
which the Territory of Alaska applied for Federal aid for the acquisi- 


‘tion and improvement of that airport. Subcommittee staff members 


conducted an investigation in Alaska and it was determined that in 
January 1950, the Territory applied for Federal aid and in its project 
application stated that the Territory owned part of the airport site 
and required $5,000 to purchase the remainder of the site. This first 
application was approved by the Civil Aeronautics Authority, but 
was rejected by the Territory, and in a second application made in 
March 1950, the Territory indicated that it owned no part of the air- 
port and estimated the cost of acquiring the same to be $150,000. 
The subcommittee’s investigation to date indicates that the value of 
this airport, as indicated by ‘the Territory in its application for Federal 
aid, far exceeded the actual value of the land. As a result of the 
subcommittee’s investigation no Federal funds have as yet been paid 
out to the Territory, and it is contemplated that public hearings will 
be held in this case to determine all of the facts prior to the payment 
of any Federal aid funds on this project to the Territory. 
Miscellaneous activities of Senate Investigations Subcommittee 

1. Staff study of air-mail subsidies to airlines, which study was made 
available to the Committee on Interstate and Foreign Commerce 
during the first session of this Congress. 

An inquiry initiated by Senator Williams which he subsequently 
referred to this subcommittee that resulted in the recovery by the 
Commodity Credit Corporation of approximately $45,000 from a 
private meat-packing firm. The recovery in this case was made in 
connection with the wartime sale of unsatisfactory meat products to 
the Federal Surplus Commodity Corporation. 

3. Examination of the activities of the Air Force in the operation 
of the Civil Air Patrol. 

4. Inquiry into the theft of German-owned personal property by 
Americ an military personnel in Frankfurt, Germany. 

5. Triplicate payment of $595.95 by the Commodity Credit Corpo- 
ftiais: 

6. A joint inquiry with the staff of the Joint Atomic Energy Com- 
mittee concerning the leasing of property by the Atomic Energy 
Commission at Oak Ridge, Tenn. 

Preliminary studies into the conduct of certain German war 
crimes trials. 

8. Inquiry into the purchase of towing-type tractors by the Air 
Force. 

In addition to the above-mentioned cases, the subcommittee has 
handled a large number of other inquiries involving miscellaneous 
matters in the various Government agencies. In most of these cases, 
which were based on complaints referred to the subcommittee, routine 
inquiries by the staff promptly resolved the specific problem involved 
or proved the complaint to be groundless. The subcommittee is also 
making investigations in a number of pending cases. However, in 
accordance with the general policy of the subcommittee no public 
announcement is being made with regard to these pending inquiries 
until such time as further facts have been developed. 
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ACTIVITIES OF THE SUBCOMMITTEE ON RELATIONS WITH INTERNATIONAL 
ORGANIZATIONS 


During the past 2 years, the subcommittee has continued its exam- 
ination of United States relations with international organizations, 
pursuant to section 102 (1) (g) (2) (D) of the Legislative Reorganiza- 
tion Act of 1946. Intensive studies were made of various aspects of 
United States participation in international organizations, including 
the nature, extent, and cost of such participation. United States 
policy with respect to this Government’s relations with international 
organizations has been reexamined with a view to determining the 
extent of the benefits which accrue to the United States, the need for 
careful analysis of any increased participation, the advisability of 
continued membership and participation and the possibility of reduc- 
ing the financial burdens resulting from such participation. In ad- 
dition, studies have been made with respect to the possible consolida- 
tion or liquidation of some of these organizations where it appeared 
that there existed overlapping, duplication of effort or function, or 
that no useful purpose was served by the continued existence of these 
agencies, 

Other studies undertaken included an examination of the internal 
structure and operations of the agencies concerned in order to deter- 
mine whether they are pursuing prudent policies with respect to 
personnel, budgetary methods, and other administrative matters. 
Particular attention was devoted to budgetary and program coordi- 
nation and priorities. Finally, special studies were made concerning 
the internal organization and operations of the International Refugee 
Organization and much time was devoted to an analysis of the manner 
in which the United States Government is organized to meet its 
international organization responsibilities. 

In March 1949 there was referred to the subcommittee, the report 
and recommendations of the Commission on Organization of the 
Executive Branch of the Government (Hoover Commission) with 
respect to foreign affairs. In accordance with instructions from the 
full committee, a staff memorandum was prepared which (1) analyzed 
the recommendations contained in the report; (2) digested the sup- 
porting documents; and (3) discussed the question of committee 
jurisdiction in the handling of proposed legislation to give effect to 
these recommendations (Staff Memorandum No. 81-1-25, March 29, 
1949). Subsequently, the subcommittee prepared a progress report 
on the status of pending legislation, designed to give effect to the 
Hoover Commission’s recommendations, which was added to the staff 
memorandum and published as a Senate committee print together 
with other similar material (Digest of Reports of the Commission on 
Organization of the Executive Branch of the Government). 

In August 1949 there was referred to the subcommittee S. 2072, a 
bill to create a Commission to Study the Administration of Overseas 
Areas. The subcommittee considered the bill and reported favorably 
thereon (S. Rept. No. 889). 

On June 8, 1949, the subcommittee submitted a report entitled 
“United States Relations with International Organizations: III. 
The International Refugee Organization,” which was issued by the 
full committee as Senate Report No. 476, Eighty-first Congress, 
First session, This report (54 pages) set forth the results of an in- 


i anon ae i PN a NC A OC tol oh 


rn cn ahaha hannah na 


av enc tat emit PIS ON it Ba I cn 


i 








COMMITTEE ON EXPENDITURES IN EXECUTIVE DEPARTMENTS 57 


tensive and detailed examination and investigation made by the sub- 
committee with respect to: (1) The extent to which the International 
Refugee Organization was performing the task it was created to per- 
form; (2) the length of time required by the Organization to complete 
this task; (3) the internal operations of the Organization from a 
standpoint of the elimination of waste, maladministration of funds, 
and undue prolongation of the Organization’s existence; and (4) 
miscellaneous problems relating to United Siates participation in the 
Organization. 

This study was undertaken because the subcommittee found that dur- 
ing the preceding two fiscal years approximately one-half of all the 
funds expended by the United States for participation in international 
organizations and conferences had been devoted to the International 
Refugee Organization. It was accordingly deemed in the public 
interest to examine the matters detailed above. Preliminary to the 
preparation of this report, the subcommittee heard witnesses in 
executive session and devoted much time to an analysis of testimony 
and documents relating to the operations of the Organization. 

The subcommittee found that by June 30, 1950, the IRO had spent 
between $375 ,000,000 and $400,000,000 in carrying out its mission, 
of which in excess of $200,000 000 was contributed by the United 
States; (2) that the Organization would not be able to complete its 
mission by the target date, June 30, 1950; (3) that the operations of 
the IRO had been ‘substantially hindered by internal conflicts result- 
ing from insufficient staff consultation and lack of coordination; a 
tendency on the part of some of its officials to take a national rather 
than an international viewpoint; and a tendency on the part of some 
of its officials to prolong the mission and life of the Organization; and 
(4) that the United States might again be called upon to expend 
additional large sums of money in connection with refugees and dis- 
placed persons after the termination of the [RO. 

The subcommittee concluded that the refugee problem was inter- 
national in scope and since the governments of the world had failed 
to assume their proportionate share of responsibility for the resettle- 
ment of displaced persons and refugees, that problem was one which 
required collective action and should therefore be placed before the 
United Nations. 

The subcommittee was pleased to note that shortly after the publi- 
cation of its report on the IRO, there was a complete shake-up of the 
administrative staff of that Organization, with many dismissals. In 
addition, the United Nations has taken action rece ntly to solve the 
refugee problem by establishing an Office of the High Commissioner 
for Refugees which will be charged with the final solution to the 
problem ‘after the termination of the IRO and the financial drain 
upon the United States will be substantially reduced. 

In February 1950 the subcommittee submitted a report entitled 
‘United States Relations With International Organizations: IV. 
United States Participation in International Organizations During 
the Fiscal Year Ending June 30, 1949” (71 pages). This report 
revealed, among other ‘things, that (1) United States outlays and 
expenditures had risen, during the past 10 years, from less than 
$850,000 during fiscal year 1939, to $144,629,262 during the fiscal 
year which ended on June 30, 1949. Whereas the United States had 
participated in the activities of 23 international organizations in 1939, 
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this Government participated in 47 such organizations in 1949; (2) that 
the assessed United States percentage share in contributions to inter- 
national organizations varied from approximately 2 percent of the 
total in some cases to approximately 70 percent in others, with an 
average of about 50 percent; (3) that the United States would have 
to continue to pay a disproportionate share of the expenses of these 
organizations if it proposed to continue its membership; (4) that during 
fiscal year 1949, the United States had participated in some 6,000 
meetings all over the world, of which more than 3,000 grew out of 
conferences of the United Nations and the specialized agencies; 
(5) that the major portion of United States international organiza- 
tion outlays were made in connection with contributions to emer gency 
and relief projects; (6) that there were in existence too many inter- 
national organizations, many of which appeared to be. performing 
similar or related functions, resulting in dispersion and duplication of 
effort and a waste of public funds; and that attempts were being 
made by both the Department of State and the United Nations to 
remedy this situation; and (7) that with respect to the organization 
of the Government to meet its vast international organization respon- 
sibilities, there was a serious lack of coordination between the various 
agencies and departments of the Government, which might be result- 
ing in waste and duplication and might also be i impairing the effective 
presentation of this Government’s policies and position in conferences 
and meetings of international organizations. 

The subcommittee concluded that the time had come when very 
careful consideration must be given to any increased participation by 
the United States in additional international organizations outside 
of the United Nations and Inter-American systems; that in view of 
the urgent need for effecting a substantial reduction in expenditures 
for these purposes, the subcommittee urged the executive branch of 
the Government to continue its efforts (1) to oppose the creation of 
any new international organizations; (2) toward effecting the liquida- 
tion, consolidation, or integration of existing organizations where 
duplication or ov erlapping appear to exist; (3) to assure that the 
organizations in which the United States participates are pursuing 
prudent internal policies with respect to budgetary and auditing pro- 
cedures, administration and personnel; and (4) to continue to press 
for a reduction in the assessments levied by these organizations 
against the United States. 

Finally, the subcommittee concluded that within the framework 
of our own Government, there was an urgent need for interdepart- 
mental coordination in the formulation and presentation of United 
States policy with respect to international organizations. Accord- 
ingly, it was recommended that the President should, by Executive 
order, establish guiding principles clearly defining the respective 
responsibilities of the Department of State and the other departments 
and agencies of the Government, with respect to participation in 
international organizations, assigning such responsibilities as the 
preparation of the policy and position to be taken in conferences and 
meetings of international organizations, the conduct of negotiations 
and the selection of representatives to attend conferences and meet- 
ings; that the President should also establish an over-all interdepart- 
mental board or committee with various segments or sections devoted 
to particular fields, replacing those of the existing interdepartmental 
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committees which are not statutory; that such a board should have 
both Cabinet and lower-level representation as well as a permanent 
secretariat consisting of technical experts from every agency and 
department which has any appreciable responsibilities in the general 
field of foreign affairs and in the specific field of international organi- 
zations; that the traditional position of the Department of State, as 
the agency responsible for foreign policy, should be given due con- 
sideration; and that the departments and agencies of this Govern- 
ment, having responsibilities with respect to the support of United 
States participation in international organization affairs, should 
establish, at the earliest possible time, adequate machinery to enable 
them to handle these obligations effectively. 

The report also noted that the Department of State had adopted this 
subcommittee’s earlier recommendations with respect to the budgeting 
of international organizations expenditures with the result that in the 
1951 Federal budget there appeared a clear and definite breakdown of 
the precise amounts of money devoted by this Government to contri- 
butions to international organizations, rather than the lump sum items 
which have appeared in the past and have included other expenditures. 
However, it was pointed out that an additional breakdown in the 
budget document, showing greater detail, with respect to the use the 
public funds would enable both taxpayers and legislators to ascertain 
at a glance the total amounts of money devoted by this Government 
to these organizations during any given fiscal year. 

The material contained in this report and the findings and conclusions 
of the subcommittee were used by the Senate Committee on Appropria- 
tions in connection with its consideration of the State Department's 
budget requests for 1951, and a portion of the report was read into the 
record with approval, during hearings before a subcommittee of the 
Appropriations Committee, by Senator Pat McCarran, its chairman. 
(Hearings before the subcommittee of the Committee on Appropria- 
tions, United States Senate, Departments of State, Justice, Commerce, 
and the Judiciary, appropriations for 1951, Slst Cong., Ist sess., pp. 
512-13.) 

During the second session of the Eighty-first Congress, the sub- 
committee devoted considerable time to a careful analysis of the 
manner in which the various agencies and departments of the Govern- 
ment are organized to meet their international organization affairs 
responsibilities. Questionnaires were sent to the departments and 
agencies requesting information with respect to internal machinery for 
international organization participation or support; methods by which 
coordination is effected with the Department of State and other or- 
ganizations concerned; deficiencies and weaknesses in the existing 
system; recommendations with respect to eliminating these weaknesses 
and strengthening the coordinative process; and the role of the De- 
partment of State in effecting interdepartmental coordination. Work 
on this subject is continuing and a report covering the subcommittee’s 
findings and conclusions is expected to be prepared at some future time. 

The subcommittee also prepared a report entitled “United States 
Relations With International Organizations: V. Internal Operations of 
Certain International Organizations in Which the United States Par- 
ticipates.”” This report, which will be completed shortly, contains a 
detailed analysis of the major problems which exist in the United 
Nations system, including such matters as budgetary and financial 
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procedures and problems, program formulation and execution, priori- 
ties, personnel, and coordination. Definite recommendations will be 
made concerning the strengthening of the administrative and budget- 
ary processes and the correction of structural weaknesses which appear 
to be impeding the efficient and economical operation of the system at 
considerable cost to the United States which contributes the major 
portion of the funds of these organizations. 


ACTIVITIES OF THE SUBCOMMITTEE TO STUDY INTERGOVERNMENTAL 
RELATIONS 


The Subcommittee To Study Intergovernmental Relations took on 
an additional job in the Eighty-first Congress when, pursuant to 
section 102 (1) (g) (2) (D) of the Legislative Reorganization Act, 
it began a detailed analysis of the Hoover Commission’s Report on 
‘Federal-State Relations and the accompanying task force report of 
the Council of State Governments: (S. Doc. 81). The Commission’s 
report contained five recommendations, on at least four of which the 
subcommittee could take some action. These recommendations were 
as follows: 

(1) That the functions and activities of government be appraised 
to determine which can be most advantageously operated by the 
various levels of government, and which require joint policy making, 
financing, and administration. 

(2) That our tax systems, national, State, and local, be generally 
revised and that, in this revision, every possible effort be made to 
leave to the localities and the States adequate resources from which 
to raise revenue to meet the duties and responsibilities of local and 
State governments. 

(3) That all grants-in-aid which are given to State governments 
directly be budgeted and administered on the Federal and State levels 
as are other Federal and State funds. 

(4) That the grants-in-aid plan and program be clarified and 
systematized. 

(5) In order to accomplish all of these things in an adequate and 
orderly manner, that a continuing agency on Federal-State relations 
be created with primary responsibility for study, information, and 
guidance in the field of Federal-State relations. 

The subcommittee agreed that the most pressing need was for the 
establishment of such “a continuing agency on Federal-State rela- 
tions * * * in order to accomplish all of these things in an ade- 
quate and orderly manner,” and therefore it immediately proceeded to 
the scheduling of extensive hearings. These hearings were held 
jointly with the House Subcommittee on Intergovernmental Relations, 
May 9 through 13, 1949. Three Senate bills, Senate Joint Resolu- 
tion 41, S. 767, S. 810, and four House bills, H. R. 2389, H. R. 3944, 
H. R. 3184, and H. R. 4507 were considered. With the exception of 
Senate Joint Resolution 41 which limited itself to intergovernmental 
fiscal relationships, these bills were similar in character in that they 
all provided for the establishment of a National Commission on Inter- 
governmental Relations. 

Oral testimony was secured from the Honorable William Preston 
Lane, chairman of the Governors’ Conference, and president of the 
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Council of State governments; the Honorable Alfred E. Driscoll, Gov- 
ernor of New Jersey; the Honorable William Lee Knous, Governor of 
Colorado; John E. Burton, director of the budget, State of New York; 
and many others from both the executive and legislative branches of 
Federal, State, and local governments. 

Written testimony was received from the Honorable Frank L. 
Lausche, Governor of Ohio; the Honorable Adlai E. Stevenson, 
Governor of Illinois; the Honorable Chester Bowles, Governor of 
Connecticut; the Honorable de Lesseps S. Morrison, mayor of New 
Orleans, La.; and William Anderson, director of research in inter- 
governmental relations, University of Minnesota, among others. 

Both the oral and written testimony was unanimously in favor of the 
establishment of such a commission, and after thorough study of all 
the bills introduced the subcommittee unanimously agreed to report 
a committee bill, S. 1946. 5.1946 was designed by the subcommittee 
to incorporate the desirable features of the bills already introduced, 
and was sponsored by all members of the subcommittee, as well as 
24 other Senators. 

The full committee accepted the recommendation of the subcom- 
mittee and reported S. 1946 unanimously (S. Rept. No. 488). How- 
ever, on May 26, 1949, upon reaching the calendar, the bill failed of 
passage by a single objection, whereupon the subcommittee began 
consideration of a revised bill to meet this objection. 

On June 22, 1950, the subcommittee recommended its new bill, 
S. 3147, to the full committee, and again the full committee reported 
it unanimously (S. Rept. No. 1856). 8.3147 provided for a temporary 
commission rather than a permanent one, and changed the method of 
selection of its members. This time the bill was sponsored by 42 
Senators. However, when it reached the calendar again, it was agatn 
objected to, but this time from a different quarter. The subcommittee 
plans to continue its efforts to reconcile these objections, and will hold 
hearings to that end in the Eighty-second Congress. 

During the life of the Eighty-first Congress the subcommittee 
continued to maintain a close day-to-day working relationship with 
the various associations representing the State and local levels of 
government, and was represented at all conferences where Federal- 
State-local relations were under discussion. Typical of these was the 
American Municipal Congress, held early in December of 1950, where 
the subject was, Do State and Federal Grants-in-Aid Mean the End 
of Strong Local Government? The Governors’ Conference and the 
United States Conference of Mayors also regularly concern them- 
selves with the status of intergovernmental relations, and thus the 
subcommittee is kept abreast of all developments in the field as they 
arise. Close coordination is also maintained with the Bureau of the 
Budget’s Federal-State Relations Branch, the Federal Security 
Agency’s Office of Federal-State Relations, and the Treasury Depart- 
ment’s Federal-State Relations Section. 

In the latter half of the second session the subcommittee began a 
survey of all intergovernmental research being conducted by American 
universities with the objective of integrating this research with the 
activities of the subcommittee. Particular emphasis was placed on 
projects concerned with (a) intergovernmental tax competition, (6) 
grants-in-aid, (c) tax sharing, (d) allocation of governmental functions 
and powers, (e) intergovernmental tax immunities, and (/) past and 
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present relations between national, State, and local governments. 
As yet Incomplete results indicate that over 50 universities are en- 
gaged in excess of 200 intergovernmental research projects, sub- 
stantially all of which will be useful to the Subcommittee on Inter- 
governmental Relations. 

The Subcommittee on Intergovernmental Relations also serves as 
a congressional clearinghouse for information regarding the 40 Federal 
grants-in-aid programs and their application to the individual 48 
States. 

In compliance with recommendations Nos. 3 and 4 of the Hoover 
Commission’s Report on Federal-State Relations, the subcommittee 
has in preparation for submission to the Eighty-sec ond Congress a 
report which will constitute a complete review of all Federal grant-in- 
aid programs. It will deal with the unattained as well as the attained 
objectives of Federal grant-in-aid programs, and will take cognizance 
of the wartime role of Federal grants-in-aid. 

The subcommittee anticipates that with the defense mobilization 
program moving into high gear in 1951 the number of conflicts 
between the Federal Government and State and local governments 
will be substantially increased. Federal activity in the fields of 
(1) war housing, (2) supply and distribution of farm labor, (3) emer- 
gency maternity and infant care, (4) maintenance of community 
facilities, (5) payments in lieu of taxes, (6) employment administra- 
tion, (7) civilian defer nse, will account for that increase. The sub- 
committee feels that it is essential that there be some place within 
the legislative branch of the Federal Government where these dis- 
putes between levels can at least be aired, and possibly settled. Both 
public and executive hearings can go a long way toward resolving 
these war-born difficulties between levels of government. 

During the first session of the Eighty-first Congress the subcom- 
mittee was composed of Senators Glen H. Taylor, of Idaho, chairman; 
Russell B. Long of Louisiana; Hubert H. Humphrey, of Minnesota; 
Margaret Chase Smith, of Maine; and Andrew F. Schoeppel, of 
Kansas; and during the second session consisted of Senators Hubert 
Humphrey, of Minnesota, chairman; Edward L. Leahy, of Rhode 
Island; William Benton, of Connecticut; Margaret Chase Smith, of 
Maine; and Andrew F. Schoeppel, of Kansas. 

Insasmuch as the Legislative Reorganization Act of 1946 pe 
cally requires the committee “to study intergovernmental re lation- 
ships between the United States and the States and munic ipalities,”’ 
and the Hoover Commission states that “Federal-State relations is 
the cardinal question of our Federal system of government,’’ it is 
believed that this subcommittee’s work is essential for the information 
and guidance of Congress. 


ACTIVITIES OF THE SUBCOMMITTEE TO INVESTIGATE WILDLIFE 
CONSERVATION 


The Subcommittee to Investigate Wildlife Conservation was estab- 
lished within the Committee on Expenditures in the Executive De- 
partments to comply with the requirement of the Legislative Reorgan- 
ization Act of 1946, which gives the committee the duty of “studying 
the operation of Government activities at all levels with a view to 
determining its economy and efficiency.” Inasmuch as the wildlife 
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conservation activities of the Federal Government are scattered 
through several departments and agencies, an annual review of these 
activities is not feasible by any of the standing substantive committees 
of the Senate. 

The members of the subcommittee in the first session of the Eighty- 
first Congress were Senators James O. Eastland of Mississippi, chair- 
man, Glen Taylor, of Idaho, and Andrew F. Schoeppel of Kansas. 
In the second session Senator Taylor was replaced by Senator Edward 
L. Leahy, of Rhode Island. 

After soliciting and receiving annual reports from all Federal depart- 
ments and agencies engaged in wildlife conservation activity, the 
subcommittee proceeded with its annual hearings on February 9 and 
10, 1949, and February 13 and 14, 1950. Testimony was secured 
from the Fish and Wildlife Service, the National Park Service, the 
Bureau of Land Management, the Bureau of Reclamation, the Forest 
Service, the Soil Conservation Service and the Corps of Engineers. 

The subcommittee has also instituted the practice of receiving 
testimony from private conservation groups and associations, such as 
the Wildlife Management Institute of Washington, the National 
Wildlife Federation, the Outdoor Writers’ Association of America, the 
League of Maryland Sportsmen, the Izaak Walton League, and Ducks 
Unlimited. 

Senator A. Willis Robertson, of Virginia, formerly chairman of the 
House Select Committee on Conservation of Wildlife Resources, has 
acted as an ex officio member of the subcommittee, devoting himself 
primarily to the task of determining ee proper coordination 
exists between the various departments and agencies in order that 
they do not operate at cross-purposes. 

The result of these annual hearings is the compilation of all depart- 
ment and agency annual reports, as well as testimony, into a single 
volume which serves as a reference manual for the combined wildlife 
conservation activities of the Federal Government. 
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Mr. McFaruanp (for Mr. Sparkman), from the Select Committee on 
Small Business, submitted the following 


REPORT 


PREFACE 


On February 20, 1950, pursuant to Senate Resolution 58, the Senate 
Select Committee on Small Business was created. This marked the 
first time in the history of our Government that a permanent com- 
mittee of the Senate was established expressly to— 
study and survey by means of research and investigation all problems of American 
small-business enterprises, and to obtain all facts possible in relation thereto 
which would not only be of public interest, but which would aid the Congress in 
enacting remedial legislation, and to report to the Senate from time to time the 
results of such studies and surveys. 

While the members of your committee were appointed in April, the 
actual staff work of your committee did not get under way until June 
1950. In view of definite limitations of time, considerable progress 
has been made by your committee in the accomplishment of both 
short and long-term objectives. 

Probably t the most significant contribution of your committee to 
the welfare of small business has been its sponsorship of some 40 
so-called small-business clinics. ‘These informational meetings held 
throughout the country have enabled upward to 30,000 small inde- 
pendent businessmen—mostly manufacturers—to keep abreast of the 
procurement aspects of our national industrial mobilization program. 

In addition to the other activities set forth in the body of this report, 
a series of public hearings are contemplated which will place in per- 
spective some of the most pressing problems currently being encoun- 
tered by small enterprisers in their struggle to survive in the midst of a 
war economy. 

JOHN SPARKMAN, 
Chairman, Select Committee on Small Business. 
Wasuinoaton, D. C., January 15, 1951. 
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2 REPORT OF THE SELECT COMMITTEE ON SMALL BUSINESS 


INTRODUCTION 


Twice within a decade American small business is searching for its 
place in an all-out industrial mobilization program. 

And for the second time in 10 short years the framers and the ex- 
ecutors of our national defense policies and programs must decide 
what role shall be assigned to the 3,670,000 small businesses which 
form the broad base of our industrial-commercial pyramid. 

The crisis confronting our country may easily determine whether we 
are to continue to exist as a free Nation. It is no mere alarmist point 
of view to hold that unless there is a marked betterment in the present 
posture of world affairs, no American can face the future without 
feelings of somber concern. 

In sheer numbers the odds are against us. The manpower superi- 
ority of our potential foes is beyond dispute. And the hour of final 
decision may find us standing along, our allies supine or numbed into 
indifference. 

Counterbalancing factors in our favor are two: one intangible, the 
other capable of concrete measure. First, there is that incalculable 
vigor which springs from the spirit of free men engaged in the preserva- 
tion of their liberties. Second, there is our traditional productive 
genius once again being summoned to buttress our national might for 
a supreme effort. 

American small business embodies these twin sources of our strength. 
There is the freedom of the economic little fellow to enter business at 
will and to gain or lose thereby. If he prospers, there is added a cubit 
to our economic stature. If he fails, he can try again. It is the 
freedom of choice that counts. 

Because our cherished political liberties are grounded on our 
economic freedoms, your committee is keenly conscious that small 
business has today assumed an importance which cannot without 
hazard be undervalued. Small business has in recent years, as a 
result of belated evaluation, become the economic symbol of the 
American way of life. While we are struggling to preserve and 
extend the democratic ideal throughout the world, extraordinary 
precautions must be taken to assure that during our preoccupation 
with this noble purpose we do not become unmindful of our responsi- 
bility toward our smaller business units. 

With this in mind, your committee is dedicated to the principle that 
the unnecessary failure of a single small-business concern strikes at 
the very foundation of our national well-being and is to be avoided in 
the name of survival itself. 

In part I of this progress report of the Senate Select Committee on 
Small Business, an attempt will be made to outline the current posi- 
tion of small independent enterprises as we stand on the threshold of 
what may at any time become a titanic test of our national strength. 


Part I. Wuere SmaAtt Business Stanps Topay 


Every student of the problems of American small business knows 
that the economic casualty lists of World War Il were made up almost 
entirely of small enterprises. In the first 2 years of the last war, 16 
percent of the small-business men of the country were forced to close 
their doors. To a considerable extent, this was so because a lion’s 
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share of war contracts were funneled to big business. From 1940 
through 1944, the 100 largest corporations got 60.6 percent of all 
prime contracts awarded. More than 51 percent of such contracts 
went to the top 33 companies. And while the order backlogs of this 
handful of companies were growing longer daily, and critical weapons 
shortages were developing on some fighting fronts, the productive 
facilities of many of our 184,000 manufacturing establishments were 
idle. 

Staggering though the impact of war was on many small companies, 
small business as a whole exhibited that stamina and instinct for 
survival which placed it in a position to take advantage of whatever 
opportunities were present in the postwar economy. ‘The develop- 
ment of several so-called growth industries, such as television and 
plastics, offered enticing prospects for small entrepreneurs. The plas- 
tics molding field shortly became almost a small-business monopoly. 

Many of the economic dislocations which were expected to set in 
after VJ-day failed to materialize. The sharp recession which occurred 
2 years after the end of World War I did not have a counterpart in 
the years 1946 through 1950, although business activity did dip in the 
spring of 1949. In general, however, since the end of World War II, 
the American economy showed a remarkable ability to maintain its 
war-born momentum. 

With the reabsorption of some 10,000,000 veterans into the economy, 
full employment, and a high level of general industrial activity, the 
business outlook up to the time of Korea had few aspects that caused 
more than passing concern. By June 1950, civilian employment stood 
at 61.5 million, and production of goods and services reached an 
annual rate of $267,000,000,000. To those holding that ‘‘as business 
goes, so goes small business,”’ the picture looked rosy. 

Economically, 1950 was one of the banner years in our history. 
Industrial production, earnings, dividends, and wages set new rec- 
ords. The gross national product climbed to an annual rate of 
$277,000,000 and personal income averaged about $230,000,000,000. 
Working capital, some $55,000,000,000 of it, burned holes in corporate 
pockets. The stock market bellowed bullishly. Under this impetus, 
the public rushed to retail counters and, before regulation W was 
revived on September 18, rang up credit purchases of $21,000,000,000, 
a record high. 

Events since July, however, have inspired no sense of complacency 
in the small business community. To many a small manufacturer 
caught between the soaring costs of doing business on one hand, and 
the acute scarcity of essential production materials on the other, it 
seems as though the lessons learned during the early phases of World 
War II have been forgotten. Nor are these small producers reassured 
when they see military procurement officers, in their understandable 
haste to award defense contracts, take some of the very short cuts 
which were partly responsible for the exclusion of small bidders in the 
early years of the last war. 

e declaration of a state of national emergency on December 18, 
1950, has, in addition, caused small-business men to wonder with 
mounting concern what the future holds for them. No comfort is 
derived from their knowing that some 70 percent of all military pro- 
curement is currently conducted on a “negotiated’’ basis, while 
approximately only two-fifths of the remaining 30 percent of purchases 
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is being awarded to the general small bidder on an “advertised”’ basis. 
And without a DO defense order priority which automatically accom- 
panies a military order, the small manufacturer is, often as not, shut 
off from essential materials through the malfunctioning of the volun- 
tary allocation program. 
he question bothering most small-business men is whether defense 

purchases will accelerate fast enough in the months ahead to cushion 
dislocations of production schedules, employment lay-offs on civilian 
lines, and material shortages. If not, they know that the wayside 
will be strewn with their corporate corpses. 

The rate of military spending up to the outbreak in Korea was 
about $12,000,000,000 a year. Present obligational authority of the 
Department of Defense is as follows: 


eee eae eee on oc er eee ee kh eae $684, 300, 000 
Department of Che Armhy vs 2 6 GA SUR Lec ek 16, 461, 255, 000 
Depertment of the Nawy.n. 2256s ok Seen sss es ene 10, 749, 328, 000 
Denastanent ot the All. FTC. n6 66h diese one tenant monaot tend 13, 945, 798, 000 

nc a eee ee ee Se eee ee eee wae ee 41, 840, 681, 000 


It is estimated that the annual rate of spending in December was 
about $18,500,000,000. From this, it is obvious that the industrial 
mobilization program will have to be greatly accelerated if the spending 
target of $35,000,000,000 is to be reached by June 1951. 

ome idea of the extent to which small business participates in 
military procurements may be gleaned from a report of the Munitions 
Board covering fiscal year 1950. The Departments of the Army, 
Navy, and Air Force reported purchases totaling $5,355,296,000 for 
supplies, services, and construction in the United States during that 
period. Direct purchases from small companies with fewer than 500 
coneantes amounted to $1,310,615,000 or 24.5 percent of the annual 
tot 


It is further reported that of the total number of purchases made, 
as distinguished from dollar value, 1,267,000 or 73 percent were trans- 
acted with small firms. 

There are, of course, many types of items on which small companies 
are by virtue of their smallness excluded from bidding as, for instance 
airframes and engines, ships, and heavy ordnance. However, on 
other types of contracts for over $5,000, small firms contracted for 
79 percent of the value of clothing contracts; 73 percent of container 
purchases; 65 percent of building materials, including 82 percent of 
the lumber. 

On the other hand, it should be pointed out that these examples are 
drawn from industries which are predominantly small in character. 

Of the total purchases in fiscal year 1950, some 72 percent of the 
dollar value represents purchases made by negotiation, of which per- 
centage small businesses obtained about 14 percent. 

Compared, however, with the state of our industrial preparedness 
in 1939, America should experience relatively few difficulties today 
in achieving a full-throttle acceleration of our assembly lines. Be- 
cause of the high level of productivity during the past 5 years, our 
economy will, in effect, have a running start in the race to build up 
our arms program. 

Nevertheless, it should be recognized, that the prevention of wide- 
spread distress among small businesses will require production plan- 
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ning and managerial foresight of the highest order. No official atti- 
tude or methods, seeking sanction in the name of expediency, should 
be condoned if they tend to bypass qualified small plants in favor of 
well-known large companies. Such a course will only once again 
result in backlogs and delayed delivery dates, while at the same time 
many small facilities are idle or only partially utilized. 

Also to be avoided at all costs is a mushrooming of new facilities at 
a tremendous outlay of public funds while existing small enterprises 
are either closed down or eking out a hand-to-mouth existence on the 
crumbs of subcontracting. Consideration should also be given where- 
by planned procurements may be funneled to qualified producers of 
curtailed consumer products to compensate for the loss of markets 
resulting from restrictions on civilian goods. 

It is manifest that even under the most optimistic of appraisals, 
many small enterprises, wholesalers and retailers, as well as manu- 
facturers, are in for a rough ride. Whether they are bounced into 
oblivion for the duration or are afforded an opportunity to make a 
direct or subsidiary contribution to the defense effort depends in 
large measure on the degree of industrial statesmanship and the 
acumen of public policy which is brought to bear on their problems. 

Your committee, through its daily contacts with representatives of 
every stratum of small-business activity, has had brought forcibly to 
its attention certain current aspects of the position of small business in 
the general economy during the last 6 months of 1950. 

Any change from a peacetime economy to an economy geared to war 
mobilization produces inevitable instabilities. The midyear lack of 
balance had in large part been due to the zigzag fortunes of war in 
Korea. Until the middle of December, no one had been certain 
whether we should set out mobilization goals for an isolated skirmish 
in Asia or whether we should gird ourselves for the gravest event- 
ualities. Planning had been necessarily piecemeal. A_ limited 
defense priority mechanism had been established. A system of 
voluntary allocations of scarce materials had been tried, and found 
wanting. Regulation W had been applied to consumer credit. An 
Economic Stabilization Agency had been established. 

The early victims of this economy-in-transition have not been the 
large, often highly integrated companies with their virtually limitless 
resources and ability to ride out storms. (One of the largest firms in 
the electrical field has already announced that war work in 1951 will 
account for 33} of its production.) Rather it is once again the smaller 
companies that have lost their footing as our shifting peace-war 
economy has vacillated between the extremes of “business as usual’ 
and iron-clad controls. 

Inflation, the virus X of small business balance sheets, has already 
exacted its toll. There are pending before the Comptroller General 
appeals from small manufacturers This have found that rising costs of 
materials and labor will not only erase their profits but will actually 
cost them money to complete defense contracts. One manufacturer 
of fiberboard shipping containers estimated to your committee that 
the $14,000 he stands to lose on a current contract is equal to one-sixth 
of his capital. 

The Government itself, as buyer, should be keenly aware of the 
necessity of taking immediate steps to clamp a lid on spiraling inflation. 
Between June and mid-December soaring prices alone have added 
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$3,000,000,000 to the out-of-pocket cost of providing the military with 
its minimum material needs. The following table illustrates this by 
showing the prices of some defense materials as of June 23 and as of 
mid-December: 


Mid-Decem-| Percentage 
Commodity June 23 price ber price inorease 
Lae, mer em on § iii in ooh. 5sdéabhbccs badedk dese cinakticewkad $0. 11% $0.17 48 
Oe en, SOO PO n.d ni. ome sennnmeeawecndemanitids - 282 - 66% 133 
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Pe I i 2. 00 3.35 6744 
SI, THU a bc can ek wc ese ce eto ceeeen . 157 . 182 16 
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Meanwhile, after shooting from the hip at the automobile industry, 
the Economic Stabilization Agency is stalling for organizational time, 
by asking business and industry to observe voluntary price ceilings 
as of December 1. It may be expected that small producers, many 
of whom have already been forced to patronize the gray market for 
materials in short supply, eagerly await the imposition of wage and 
price ceilings. 

From the small business point of view, the need for wage stabiliza- 
tion imposed concurrently with price ceilings becomes evident with the 
recognition that in 1949 only 7.9 percent (after taxes) of the national 
income was derived from profits, while 66 percent of the national 
income was represented by wages and salaries. 

Perhaps nowhere is the vulnerability of small companies more 
glaringly revealed than in the current dog-eat-dog scramble for man 
essential materials of production. Despite capacity production, saad: 
the very breath of life to thousands of small manufacturers and 
processors, has all but disappeared from the free market. Aluminum, 
copper, zinc, nickel, tin, cobalt are becoming increasingly scarce. 

The correspondence files of your committee bear ample testimony 
to the plight of small plants in their progressively deteriorating efforts 
to compete with big business in the materials market. Consequently, 
small companies in all sections of the country are calculating the life 
expectancy of their organizations in terms of weeks. In their frantic 
search for defense orders which would enable them to secure materials 
with a priority rating, small-business men have learned the hard truth 
that to date there simply aren’t enough defense orders to go around. 

It is only to be expected that some large suppliers of basic materials 
are using the short-supply situation to further their own ends. Par- 
ticularly acute is the position of companies which started in business 
after the last war a have enjoyed exceptional growth. Lacking a 
substantial historic buying pattern for a basis of allocations, they must 
approach their suppliers as suppliants, or seek needed materials in 
other than normal trade channels.} 

Gray market operators are out to make a quick killing. Large 
tonnages of sheet steel are currently being offered in New York at 
$350 a ton, a figure which is about $225 a ton higher than a legitimate 
price. Obviously small-business owners cannot stand the strain of 
such ruinous costs. 

Again, many small users of steel find it hard to understand where 
the steel currently being produced is going. They know that the 
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military program is absorbing only about 8 percent of total current 
production. The nub of the problem, they feel, is in the inherent 
imbalances in the distribution of steel whereby steel mills have in- 
creased shipments to their own fabricating subsidiaries at the expense 
of their small customers, and have otherwise reduced the amount of 
steel for general consumption by upping shipments to their own 
warehouses. This is one reason why warehouses, the traditional 
source of supply for less-than-carlot small users, have failed to supply 
the needs of small business. Warehouse inventories, in fact, have 
dropped more than 40 percent this year. 

Your committee has knowledge of one typical instance in which a 
small manufacturer of cellar-house doors made of sheet steel cannot 
obtain sheets from his mill. The mill, however, ships the sheet to its 
own fabricating plant and is now selling the manufacturer partially 
stamped cellar doors. Not only does this growing practice increase 
the cost of the product to the consumer—in this case, home owners— 
but the small manufacturer’s stamping equipment is idle and repre- 
sents to him and to the country an economic waste. 

The goal of a 3,500,000-man armed force by July of 1951 has added 
yet one more impost to small companies already stumbling under the 
burdens of high costs and material shortages. The summary calling 
back to uniform of some 500,000 reservists since Korea has hit small 
firms hard, particularly those owned or managed by reservists who 
have been called up with little or no advance notice. Fledgling 
enterprises have had to be abandoned and considerable monetary 
losses written off, largely because of insufficient time in which to 
make proper arrangements for the continuance of the businesses. 

In addition, small companies are finding it increasingly difficult to 
retain their skilled personnel in a tightening manpower market. It is 
clear that as the industrial mobilization program gains momentum, 
small companies will find their manpower problems progressively 
more troublesome. 

Until our industrial mobilization program gains full stride, economic 
dislocations will continue to create problems for all business units, 
large and small alike. Experience has shown, however, that in times 
of stress, those commercial entities with the weaker structures, the 
fewer resources, are the ones which must bear the brunt. Never has 
the future held less certainty. Those who number among their 
responsibilities the welfare of American small business realize how 
unwavering must be their attention to the most essential objective 
of helping small independent enterprises to weather the storm. 
Sacrifices are going to have to be made by all. Our national self- 
interest demands that such sacrifices shall be borne equally by small 
and big business alike. Industry, the public, labor, and the Govern- 
ment itself must not slacken in the pursuit of any worth-while means 
which has as its goal the preservation of the economic “little fellow.”’ 


Part Il. Progress Report 
INTRODUCTION 


The crisis in Korea, which exploded only a few weeks after the work 
of the Senate Small Business Committee actually got under way, 
forced your committee to concentrate its attention on assisting small 
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business to survive the threats that are implicit in a mobilization 
program. If an all-out war develops, the Nation will badly need the 
tremendous productive capacity of the smaller manufacturers. And 
it is certainly fundamental that small business is vital to the mainte- 
nance of a vigorously competitive economy. 

The activities of your committee described in part II have covered 
a wide range of problems. The scope of them underlines the broad 
importance of small business to the entire economy. 


I. DISSEMINATION OF PROCUREMENT INFORMATION 


The Senate Select Committee on Small Business has held from its 
inception that the Federal Government, as the largest purchasing 
agency in the United States, should serve as a model. It also felt 
that the Government procurement agencies were remiss in their dut 
as long as relevant purchasing data were not readily available to all 
businessmen—large and small. For that reason, your committee 
sought means of distributing such information as widely as possible 
through new and dramatic means, since it was evident from testimony 
on every hand that the old ways of doing the task did not meet the 
test. 

Your committee has made a broad attack on this problem, approach- 
ing it from several angles and employing various means of getting the 
information to the small-business man who most needed it. 

In the first place, the Senate Select Committee warmly applauded 
the work already begun in this field before it was organized. It 
wholeheartedly endorsed and vigorously supported the Department 
of Defense, the Department of Commerce, and the General Services 
Administration in their cooperative efforts to disseminate procurement 
data through the daily synopsis of bids. Since that time, we have 
initiated many refinements and brought the distribution of these 
sheets to unprecedented levels. 

Secondly, your committee felt that there was no real primer in the 
field of doing business with the United States Government and that 
the small-business man who attempted to sell to the Government 
without certain basic facts was doomed to a long and often frustrating 
apprenticeship served mainly in the labyrinthic corridors of the 
Pentagon and the maze of temporary buildings lining the Mall. For 
that reason, the staff of your committee compiled such a booklet 
entitled ‘Selling to Your Government” in the hope that the helpful 
hints contained therein would smooth the path of many businessmen. 

Our third, and probably most effective approach in this drive, came 
with the inauguration of the small-business clinics which “took Wash- 


ington to Main Street”’ in 40 separate localities during the last 6 months 
of 1950. 


1. Synopses of bid invitations and awards 

On March 15, 1950, the Departments of Commerce and Defense, 
with the General Services Administration, formulated a program of 
distributing procurement information in order that all types of busi- 
ness—large, medium, and small—might have an equal opportunity to 
obtain the necessary data concerning invitations to bid for Govern- 
ment contracts. Through this means, businessmen obtained ready 


access_to military and civilian needs and were assured of a fair place at 
the starting line. 
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It soon became apparent to the Senate Select Committee on Small 
Business that the first step, laudable as it was, did not fill all of the re- 
quirements of those it was established to serve. For that reason, it 
investigated the usual courses of business decision and found that there 
were many small-business men who either did not desire to serve as 
prime contractors or were unable to do so. Therefore, a logical ex- 
tension of the synopsis apparatus appeared to warrant the issuance of a 
weekly listing giving the pertinent data on those contracts awarded 
during the preceding 7 days. Obviously, this material was most help- 
ful to the small producer who wished to subcontract and provided him 
with a satisfactory list of prospects. The procuring agencies and the 
Department of Commerce were again cooperative and within a few 
weeks the wrinkles had been ironed out and the weekly synopsis of 
awards was being collected and distributed by the same offices and 
agencies as were responsible for the daily listing of bids. 

Your committee has endeavored to implement and expand this 
established policy. Through the joint cooperation of all three of the 
agencies, the number of outlets for the daily procurement synopsis 
and weekly award synopsis issued by the field service of the United 
States Department of Commerce has been increased to 5,392 in num- 
ber. Toa very great extent, the growth in the number of these groups 
serving as outléte for the synopses may be attributed to the small- 
business clinics, for after almost every such meeting, the members of 
the panel receive many requests to establish repositories in a commu- 
nity or in a locality previously not covered. Thus, one means of dis- 
seminating procuremeat information leads to the wider use of another 
method and the demand for these facilities snowballs. 

It might be interesting to note the ever-increasing growth of these 
outlets. Such growth is indicated as follows: 
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Your committee intends to maintain a constant scrutiny of the 
procurement activities of these agencies in order to further the 
dissemination of procurement information and to establish every 
possible safeguard to promote the welfare and interests of the small- 
business men. Your committee wholeheartedly endorses in principle 
the present program and it believes that through continued coopera- 
tion, other refinements and additional distribution outlets can be 
gained through continued vigilant efforts. 


2. Primer on selling to the Government 


Through contacts with individual businessmen, the committee has 
been led to the conclusion that the vast majority of small-business 
men who turn to their Government in times of economic stress for 
contracts with which to keep their wheels turning are woefully 
uninformed regarding Federal procurement policies and procedures. 
It was also evident that while some purchasing agencies had published 
involved brochures descriptive of their own methods, no over-all 
treatment of the ABC’s of Government purchasing methods was 
available to the novice contractor. 

Accordingly, the committee prepared a booklet entitled ‘Selling to 
Your Government.’”’ In the simplest terms an effort was made to 
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answer the questions most commonly asked by businessmen at 
clinics and in office interviews regarding how to go about selling to 
Federal agencies. 

The original press run of 2,000 copies of Selling to Your Government 
proved completely inadequate to meet the demand. To date, 38,000 
copies have been sent out in answer to requests and a 10,000 backlog 
of unfilled requests now exists. The demand for this booklet elo- 
quently attests to the current interest of small-business men in 
supporting the defense production effort while at the same time 
obtaining whatever benefits that may be derived from war work. 


3. Clinics 


On September 22, 1950, the chairman of your Small Business Com- 
mittee reported to the Eighty-first Congress on the small-business 
clinics inaugurated and administered under the auspices of the 
committee in the following words: 

On June 14, 1950, the Senate Select Committee on Small Business began a 
series of hearings with the departments of Government in order to ascertain, from 
their experience, their attitudes toward the problems of the American small- 
business man. 

As a result of these hearings, it was decided that a series of open-forum-type 
programs should ‘be held in an effort to acquaint businessmen with the routine 
methods of securing necessary information for bidding on and securing Govern- 
ment contracts. Foreseeing the inevitable passage of a defense production act 
in some form, it was even more evident that it was incumbent upon the Govern- 
ment to meet in person with the businessmen who would be called upon to support 
such a program during a period of even partial mobilization. 

The first Government small-business clinic was held at sn = nl 
Conn., on July 17, 1950, under the sponsorship of Senator iam 
Benton with the cooperation of the Small Business Committee of the 
Senate. Since that original meeting, the general outline of the 
conferences have remained relatively constant with representatives 
of your committee and of the procurement and lending agencies of 
the Government giving brief statements followed by a question and 
answer period. The buying procedures of the Department of Defense 
and of the General Services Administration have proved to be most 
interesting to the small-business men attending these clinics, as are the 
we work of the National Production Authority, the lendin 
policies of the Reconstruction Finance Corporation, the informationa 
work of the field offices of the Department of Commerce, and the 
aids to small business instituted by the Economic Cooperation 
Administration. A few selected excerpts from several of the clinics 
which were transcribed for the use of the committee follow: 

From talks of Commander Philip F. Ashler, Chief, Small Business 
Office, Munitions Board, Department of Defense: 

While we on this panel today are in reality trying to bring Washington to your 
city, I feel that it is only fair to warn you that we have not brought with us any 
blank checks or any blank contracts. About the only thing that we can guarantee 
that will happen in this meeting is that nobody will go out that back door with his 
pockets bulging with Government orders. However, we hope to give you suffi- 
cient information, so that each of you, by the end of the day, will have a clearer 
understanding of what is happening in Washington, and of what lies ahead as 
best we can see it in the Department of Defense. Then each of you will be in a 
better position to determine for yourselves just where you and your organization 
might fit into this accelerated defense program. 

* * * JT think it is only fair that I should tell you that there is no law on the 
books or pending which permits any procurement office in the Government to 
give contracts to a company just because it is small. * * * Thus you will 
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see that we have little legislative background that will permit us to take positive 
action to place a contract directly in your hands, and we found in talking to 
businessmen like yourselves that most businessmen did not want any subsidy. 
They wanted no preferential treatment. All they wanted was a fair shake and 
to be assured of a place at the starting line. So we set up a central business office 
under the Munitions Board. The first points the businessman in the right direc- 
tion by telling him who wants to buy what he wants to sell, while the latter is 
empowered to listen to and correct complaints and suggestions. * * * These 
two offices we set up are somewhat of a service station for the businessmen. 

In closing, I want to caution you about this: Just because you are trying to do 
business with the Government, do not expect things to come any easier. You 
must be willing to exercise just as much initiative, enterprise, and salesmanship 
in dealing with your Government as you would be willing to exercise if you were 
doing business with private industry. Your Government is in a position and 
quite willing to give you many types of aid, information, counsel, and guidance, 
but at this point do not expect orders from the Department of Defense to walk 
into your doors. 


From talks of Lt. Col. Bernice Philipps, Central Military Procure- 
ment Information Office, Department of Defense: 


The Office I represent is, as its name implies, a place where procurement infor- 
mation for all the armed services is available. It was established about a year 
and a half ago by the Secretary of Defense to act as a guide service to businessmen 
in their dealings with the Government, and it has been staffed with officer person- 
nel of the Army, Navy, and the Air Force, in order to make available one central 
place where businessmen could secure information concerning procurement for 
all of the military services. 

Since the first of the year we have answered many thousands of questions from 
our office by letter 4nd we have personally directed thousands of businessmen in 
the steps that they should take in securing contracts from the military services. 
We know from the businessmen that a great many of those people have been 
successful in securing contracts from the services. We want you to know that 
we will be delighted at any time to answer any of your questions by letter or any 
time that you are in Washington, if you will come in to our office for information, 
we will be very glad to be of every possible assistance to you personally, for that 
is the very reason we are there. 


From talks of Jess Larson, Administrator, General Services Adminis- 
tration: 


In conclusion, may I summarize. I have attempted today to tell you what the 
General Services Administration is buying for Federal civilian agencies; what 
methods we use in making those needs known to you, and how you can get in line 
to place your bids on those requirements. Throughout all this work we cooperate 
closely with the Department of Commerce in the publication of all this informa- 
tion, and throughout it all also we follow one basic policy, namely, we want the 
widest possible circularization of bid invitations. We urge and we want the maxi- 
mum competition among business firms large and small for these long lists of items 
to satisfy the Government’s requirements. We want that competition from both 
large and small business, but particularly from small business firms, because it is 
the type of contract which normally would apply most to them. 

After circularizing-as widely as we can and getting as much competition as we 
can, we then give every bid we receive the utmost consideration in awarding the 
contracts. Now, we need more suppliers; we are looking for more sources of 
supply; you are interested in getting lined up with the Government in connection 
with these supply needs, otherwise you would not have taken the time and trouble 
to come to this meeting today. So I hope that what I have said may help some- 
what toward bringing these two closer together. 

We need your help. You need to know us better. Through the means of this 
clinic, we hope to accomplish just that. 


At the same time, those attending the clinics have carefully ques- 
tioned the Senators present or the staff member of your committee 
attending the meetings on past actions by the Congress and the out- 
look for future legislation in this field. Quite naturally, these ques- 
tions have been most revealing and they, along with informal discus- 
sions, have given your committee a keen insight into the thoughts and 
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problems of the American small-business man. These impressions, 
taken together, quite accurately reflect the anxieties of the entre- 

reneurs of the Nation and give us a starting point from which we will 
aunch legislative action to correct the defects and flaws which have 
been brought to our attention. 

Incidentally, the Senate Select Committee on Small Business has 
been apenpenbes at all these clinics, almost without exception. It 
might also be mentioned that the committee has handled arrangements 
for these meetings and its staff has devoted a great deal of time and 
effort in making them an effective outlet for procurement data. 

Forty of these clinics were held between July 17 and December 16. 
They covered the breadth and depth of the United States, from 
Augusta, Maine, and Orlando, Fla., to Seattle, Wash., and Los 
Angeles, Calif. We estimate that between 25,000 and 30,000 business- 
men attended these meetings during 1950, many of them driving or 
flying hundreds of miles to be in attendance. 


PLACE DATE PLACE DATE 
Bridgeport, Conn_-_---- July 17, 1950} Kansas City, Mo__---- Oct. 3, 1950 
Ce, Boe tc oe owe July 21, 1950} Muskogee, Okla_-_---- Oct. 4, 1950 
Baltimore, Md_--_-_-- Aug. 3, 1950| Amarillo, Tex________- Oct. 6, 1950 
New Haven, Conn-_..-- Aug. 10, 1950] Waterloo, Iowa- - ----- Oct. 9, 1950 
Hartford, Conn- ------ Aug. 11, 1950] Albuquerque, N. Mex_. Oct. 11, 1950 
Augusta, Maine---- --- Aug. 21, 1950} Columbus, Ohio_-_--~--- Oct. 17, 1950 
Milwaukee, Wis---- --- Aug. 28, 1950] Lexington, Ky_.-----. Oct. 30, 1950 
SE ce nce Aug. 29, 1950} Little Rock, Ark - ----- Nov. 3, 1950 
Minneapolis, Minn.... Aug. 31, 1950} Orlando, Fla_-_-------- Nov. 9, 1950 
Fargo, N. Dak_------- Sept. 1, 1950] Huron, BS Pek Nov. 11, 1950 
Wichita, Kans-------- Sept. 1, 1950] St. Louis, Mo__.------ Nov. 13, 1950 
Los Angeles, Calif----- Sept. 5, 1950] Seranton, Pa.--..----- Nov. 14, 1950 
San Francisco, Calif... Sept. 5, 1950} Denver, Colo-_-_------- Nov. 16, 1950 
Seattle, Wash___--.---- Sept. 7, 1950) Laramie, Wyo-------- Nov. 20, 1950 
Petend, re... sok Sept. 8, 1950} Atlanta, Ga__-_-_---- Nov. 27, 1950 
Cleveland, Ohio------- Sept. 18, 1950] Savannah, Ga_..._._... Nov. 28, 1950 
Grand Rapids, Mich... Sept. 20, 1950} Greensboro, N. C----- Nov. 29, 1950 
Buffalo, N. Y.-...-_-- Sept. 21, 1950] Concord, N. H._------ Dec. 6, 1950 
New Brunswick, N. J.. Sept. 22, 1950} Tucson, Ariz_....._.... Dec. 15, 1950 
Wilmington, Del_--.-- Sept. 28, 1950! Oklahoma City, Okla_. Dec. 16, 1950 


The committee’s plans for 1951 envision a continuation of the 
small-business clinics, since there have been absolutely no signs of 
diminishing interest or decreasing returns for the relatively slight 
expenditure of time and money by the Washington panel involved. 
At this writing, approximately 12 meetings have been scheduled for 
January and early February and additional requests for clinics are 
being received almost daily by the committee from Members of 
Congress and State and local chambers of commerce. 

It is our feeling that these meetings have not been valuable alone to 
those attending and participating in them. Countless thousands of 
other interested people have been informed of developments in the 
procurement field and aids available for small-business men through 
the extraordinarily heavy coverage of the clinics by press and radio. 
In addition, many chamber of commerce executives and service group 
representatives have been present who undoubtedly carried back to 
their members the story developed at the conferences. It is a demon- 
strable fact that existing advisory and service agencies, such as 
Department of Commerce field offices and local chambers of commerce, 
noted sharp upturns in the number of businessmen coming to them 
for assistance after a clinic had been held in the vicinity. The over- 
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whelming expansion in the distribution and use of the daily and weekly 
synopses of bids and awards has also been an unfailing concomitant 
of the clinics. 

It has been the unanimous opinion of all participants that the 
question-and-answer portion of these programs has been a most 
valuable and informative feature of the clinic. Through these means, 
local problems and situations may be met and never is a question 
allowed to go unanswered. Following this forum, the panel makes 
itself available for individual queries or discussions on specific or 
confidential matters. 

Before concluding this section of the report, we wish to express our 
deep and sincere gratitude to those who have joined in making these 
meetings possible. Your committee has received heart-warming 
assistance in arranging them, both from the State and local groups 
sponsoring them, and from the executive departments who have spared 
the services of key personnel without complaint. Our indebtedness to 
the Department of Defense, the Department of Commerce, the 
Economic Cooperation Administration, the Reconstruction Finance 
Corporation, and the General Services Administration, i is incalculable. 

Your committee points with some measure of pride to its accomplish- 
ments in the field of these clinics and feels that it is an outstanding 
example of intergovernmental cooperation bringing together men in 
private and public life who have similar tasks to perform and similar 
problems to solve. 


II. CASE WORK 


Since June, an increasing number of small-business men—manu- 
facturers for the most part—have appealed to your committee for 
assistance. Although the types of problems confronting these busi- 
nessmen encompass almost every difficulty which normally besets 
the small enterpriser, the majority of cases in recent months have 
involved (1) requests for help in obtaining a Government contract, 
and (2) requests for relief from material shortages. 

This so-called case work, while it has consumed a considerable 
portion of your committee staff’s time, has been rewarding inasmuch 
as many businessmen referred to your committee for assistance have, 
as a result, been able to remain in business and to participate in our 
national defense mobilization program. 

It is estimated that in the past 6 months your committee staff has 
interviewed and sought to assist some 2,100 businessmen referred in 
person either by members of the committee or other Members of the 
Senate. In this same period, the committee staff has advised and 
aided approximately 6,700 small-business men who have asked its 
assistance by letter. 


Typical instances of assistance rendered, randomly selected, are as 
follows: 


1. A Buffalo, N. Y., manufacturer participating in the guided-missile program 
was unable to complete his contract for lack of sheet steel. Your committee 
brought this condition to the attention of a steel supplier with the result that 
the contractor obtained sufficient steel to complete the work. In this particular 
instance, the businessman’s defense order priority would not have become opera- 
tive until January 1951. 

2. The Corbitt Truck Manufacturing Co. of North Carolina was precluded 
from bidding on an Ordnance contract for trucks because the specifications were 
so drawn that only large companies could respond. At the instance of your 
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committee, the specifications were redrawn with the result that the Corbitt Co. 
secured a contract for more than a million dollars with a resultant saving to the 
Government. 


3. Asmall producer of electrical wires in Georgia has been operating at 5 percent 
of capacity because of inability to secure any copper rods since Mzy. Your 
committee approached a large copper supplier in New York with the result that 
the next day the small firm was advised that it would receive 50,000 pounds of 
copper in November. 

4. A newspaper publisher in San Leandro, Calif., is on the verge of suspension 
because of insufficient newsprint. Your committee sent a staff member to New 
York to appeal for help from the American Newspaper Publishers Association 
and the International Paper Co. Both organizations indicated they would do 
everything possible to remedy this specific situation. 

5. A small manufacturer of van-type semitrailers had shortly before Korea 
spent a large sum of money erecting new manufacturing facilities in Chicago in 
order to produce about 37 trailers a day. It looked as though this new plant 
would remain idle because the NPA aluminum order had caught this relatively 
new small company with a historic purchasing pattern as a basis for allocations 
of aluminum. Through the efforts of your committee an exemption was gained 
from the aluminum order which permitted this small company to stay in existence. 


Ill, MATERIAL SHORTAGES 


A large segment of small business in the manufacturing field is 
handicapped by material shortages in degrees ranging from incon- 
venience to actual work stoppage. The complaints which have come 
to your committee indicate that the gravest trouble spots involve 
steel, aluminum, copper, zinc, and plastics. 

It is evident that unless drastic remedial action is instituted at once 
many small manufacturers are going to fall by the wayside, their 

roductive capacity lost to our industrial mobilization program. 
his will not only have an incalculable adverse effect on the war 
effort; it will strike a staggering blow at small business, one from 
which many of them may never recover. 

So far, two approaches have been made to this problem, one by 
your committee, the second by the National Production Authority 
with its regulatory powers over the distribution of scarce and critical 
commodities. The committee efforts have of necessity been confined 
to ‘‘spot assistance’ on individual cases. Clearly this is a case of 
stamping on brush fires when the forest is blazing. 

Moreover, there is grave doubt as to the general effectiveness of 
the NPA’s defense-order programs and voluntary allocation mecha- 
nism. Despite these administrative measures, the small manufac- 
turer is finding it increasingly difficult to get materials and very often 
when he is able to do so, he must pay profit-canceling prices on the 
gray and black markets. 

In the present material crisis, the historic handicap of small busi- 
ness—an inability to make its voice heard in the councils of Govern- 
ment—is retarding corrective measures. In view of the evident 
necessity of spotlighting this present threat to small business, your 
committee will continue to study and investigate means of alleviating 
this highly undesirable condition, 


1. Steel 
Although steel production in 1950 reached an all-time high of close 
to 97,000,000 ingot tons, 8 percent more than the previous annual 
production record in wartime 1944 of 89,642,000 tons, steel is in such 
zreat demand that the supply situation is reaching crisis proportions. 
he United States production of steel is three times that of Russia; 
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our expansion alone since 1939 of 20,000,000 tons exceeds the total 
output of England, and the rate of growth of our steel industry in 
the decade from 1940-50 was greater proportionately by 6 percent 
than our increase in population. 

Since the turn of the century, our ingot capacity has risen from 
24,039,000 tons per annum to 100,000,000 tons. Yet the United States 
is desperately short of steel. Orders for civilian steel are backing up 
so much faster than the ingot output available for nondefense use, 
that unfilled orders are accumulating on the books in spite of the fact 
that voluntary quotas of steel have been reduced substantially since 
October. Some steel manufacturers are bypassing their orders for 
steel, wiping the orders off the books when they cannot fulfill them. 
Other steel manufacturers are simply declining to take orders for 
steel and still others are carefully screening all new orders. 

Warehouse inventories for steel, the source of supply for most small 
businesses, in the great surge of demand, have lost some 40 percent 
of their steel inventories in 1950, until now many small-business 
men have told your committee that it is virtually impossible to obtain 
steel from warehouses. Consequently, the black and gray markets 
in steel are once again thriving. This has taken place in spite of the 
National Production Authority Order M-—6, of November 8, 1950, 
designed to establish regular allotments to warehouses to supply 
small-business firms dependent upon them for their steel needs. 
Under M-6, the steel producers are to allot to the warehouses pro- 
portionate percentages of each steel product, based on average 
monthly shipments during the first 9 months of 1950, the allotments 
to come out of steel production available after the mills have filled 
defense requirements. The warehouses are expected to continue 
the proportionate pattern of distribution to recognized customers 
that had existed in the past. M-6 was also intended to “hold the 
line’ against inflation by maintaining normal price relationships on 
steel products between the mills and warehouses. 

But this “voluntary” system of allocation has broken down. Pleas 
from small-business men for aid in getting steel flow into your commit- 
tee, all with the same story. One wrote on December 5, 1950: 

We are manufacturers of corrugated metal culverts, 95 percent of which are 
used for country road maintenance and construction purposes in the State of 
Iowa. We normally fabricate 500 to 600 tons per annum. 

However, in the past month we have been closed down entirely due to the 
lack of steel, and all correspondence from our supplying sources indicate that 


our chances of securing steel without some type of Government assistance are 
very remote. Our competitors, which are subsidiaries owned by steel mills, 
continue to get steel * * * 

THe RELIABLE CULVERT Co., 


Centerville, Iowa. 
Another wrote: 


How can we get immediate action on the steel shortage? Our regular sources 
of supply cannot furnish it at any price; but people we never heard of before are 
calling us up, offering plenty of light steel sheets at prices running 2% to 3 times 
the price we have been paying, and on which we have figured our jobs. 

What do you suggest we do? 

All we want is to be able to secure steel sheets through our regular sources of 
supply. 

We want some immediate action or we will be closed down for lack of raw 
materials, as will all other industries. 


Truck Bopy BurLpEeRs ASSOCIATION, 
Los Angeles, Calif. 
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This overwhelming shortage of steel in the midst of the record- 
breaking production is due not so much to direct military orders, 
which consumed only 8 percent of steel production in the fourth quar- 
ter of 1950, under 2,000,000 tons, but rather to an upsurge of steel 
buying early in 1950 after the 1949 business recession, plus the losses 
of the lengthy 1949 steel strike. Strikes since VJ-day have cost the 
Nation 29,000,000 tons of steel. 

In fact, the major complaint of the steel industry has not been the 
flood of defense orders but that the Government has not given the 
steel producers any clear-cut idea on the extent of defense business. 
Until some controlled-materials plan comes into effect, it is almost 
impossible for the steel industry to make any promises to civilian 
customers on when they can expect to have their steel orders filled. 
The petroleum and gas industry, for instance, has asked for 12,000,000 
tons of steel for 1951; and, until they know how much they can obtain, 
they and the other manufacturers using steel can do no advance 
planning. 

In World War II, almost 100 percent of the steel production was 
allocated for military and essential civilian needs, whereas now con- 
siderably less than half of steel production will go to defense work. 
The smaller than usual civilian portion, if left unallocated and under 
a voluntary program, precludes the small-business man from getting 
his fair share of the steel pie. 

Because of the extreme steel shortage, the Government has been 
pressing for expansion of the steel industry as vital to the defense 
program. Nineteen steel companies have plans and authorization to 
increase production capacity by 3,972,000 tons in 1951 and another 
3,000,000 tons in 1952, bringing our productive capacity up to 
110,000,000 tons by the end of 1952. Secretary of Commerce Sawyer 
announced 2 months ago that by the end of 1952 the steel industry 
will be in a position to increase ingot capacity at the rate of 9,400,000 
tons per year. At this rate of expansion, plus the $3,000,000,000 
expansion and modernization already completed since the end of 
World War II, the steel industry is much better prepared for total 
war production than at the beginning of World War II; but, in the 
distribution, the small-business man has been left out. 

Small fabricators who must use steel are not beguiled by rosy 
statistical emphasis on increased future production. They are 
clamoring to know where the steel is going today. So far, no one has 
come forward with the answer. 


2, Aluminum 


There are three primary producers of aluminum in this country. 
The Aluminum Co. of America produces about 50 percent of our 
total domestic production, Reynolds about 30 percent, and Kaiser 
about 20 percent. Total production in 1949 came to about 
1,300,000,000 pounds in comparison to a peak production of 1,800,- 
000,000 during the war and 327,000,000 in 1939. 

At the end of World War II, it was generally assumed that there 
would be a surplus of production capacity, and several plants were 
either shut down or dismantled. However, the producing companies 
undertook an intensive campaign to develop new users. The range 
of products was expanded at a tremendous rate, so that by the end 
of 1949 there were some 17,000 fabricators using aluminum. It 
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should be pointed out that most of these new fabricators were the 
smaller manufacturers. 

There were 40,000,000 pounds of aluminum left in the stockpile from 
World War II. During the first 6 months of 1950 the aluminum com- 
panies placed an additional 60,000,000 pounds of aluminum in the 
stockpile program in part payment for the surplus plants that they had 
acquired in 1949. 

Before the war, in 1939, the price of aluminum was about 20 cents 
per pound. Successive decreases cut the price to about 14 cents in 
1942. This price has increased since then until it has now reached 18% 
cents per pound. 

One of the main problems in connection with the defense-program 
use of aluminum has been that the Munitions Board has not been able 
to state definitely what its requirements would be. The Board has 
set, as an objective for the first 6 months of next year, an additional 
200,000,000 pounds for stockpiling. At the present time, the military 
needs are at the rate of 250,000,000 pounds a year. That means a 
total of about 450,000,000 pounds going for defense or stockpiling, 
which would be at a rate of about 35 percent of the total 1949 produc- 
tion. However, the three primary producers are expanding their 
capacity so that by the end of 1951 production should be at the rate of 
1,700,000,000 pounds a year, an increase of 250,000,000 pounds. 

Canadian production, wholly by the Aluminum Co. of Canada, an 
affiliate of Alcoa, is at the rate of 800,000,000 pounds a year, 80 percent 
of which is exported. Unless there is a general Allied mobilization, 
the United States should be able to obtain two or three hundred million 
pounds of the Canadian production. 

The National Production Authority made an estimate that our 
defense needs would require 35 percent of total aluminum production. 
Initially, they planned to have an outright prohibition of certain non- 
essential civilian items so that defense production would not unduly 
upset essential civilian production. However, this policy was reversed 
and, in early November, NPA issued an across-the-board 35-percent 
cut in the use of aluminum, effective the Ist of January. On De- 
cember 1, aluminum users were to be limited to 100 percent of the 
amount that they received during the first 6 months of 1950, which 
would bar any increased use since that period. 

This first order has been modified so that the cut in January will be 
to 80 percent, in February to 75 percent, and on March 1 to the 
65-percent target figure. 

3. Copper 

The copper industry in the United States is broken down into the 
following groups: (1) The mining of ore and the concentration of 
such ore; (2) the refining of ores and concentrates producing either 
electrolytic or fire-refined copper; and (3) the production of the various 
mill shapes, such as brass mill products, wire mill products, and 
foundry products. 

It is necessary to go through these various steps before the material 
is suitable for use by manufacturers in the production of their various 
end products. The basic consideration, though, in the availability of 
copper is the amounts of ores and concentrates which are available, 
either domestically or from foreign sources, and the amount of refined 
copper which is imported from foreign sources. The basic limitations, 
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therefore, are on the primary material. There is sufficient productive 
facility to increase production if the primary raw materials were 
available. 

At the end of 1949, electrolytic refinery capacity in the United States 
amounted to 1,557,000 short tons per year. During no period between 
the end of hostilities of World War II and the present time have we 
produced refined copper at the level of our productive capacity. In 
1948, the highest postwar year, there was produced in the United 
States 1,234,000 tons of refined copper. This was made up from both 
domestic and foreign ores and concentrates. During the war period, 
the highest production level for refined copper was in 1943 with a 
production of 1,475,000 tons. Therefore, it can be seen that, although 
there is available 1,557,000 short tons of refinery capacity, that level 
of production was not reached either during the war or during the 
postwar period, the basic limitations being the availability of copper 
ores and concentrates. 

During 1950, it is estimated, there will be available 1,575,000 tons 
of refined copper from domestic mine production, secondary material, 
and imported ores, concentrates, and metal. This total is arrived at 
as follows: 870,000 tons domestic mine production, 130,000 tons 
refined metal from secondary material, 300,000 tons of imported ores 
and concentrates, and 275,000 tons of imported metal. Of the total 
supply of copper available in the United States during 1950, approxi- 
mately 1,300,000 tons will pass through domestic smelters and re- 
fineries. With present refinery capacity of 1,550,000 short tons, there 
will be available additional capacity to produce refined copper if the 
basic materials were available. 

Although exact figures are not available as to the productive 
facilities of brass mills, wire mills, and foundries, it is our belief that 
there is excess capacity at the present time which could be used, if the 
refined copper supply were sufficient to meet the demands of these 
intermediate processors. Production, during the war period, was 
much higher than the current rate of operation. This was partially 
due to the fact that a large part of the requirements were in the form of 
ammunition strip which could be rolled on continuous mills, thereby 
taking advantage of the available facilities. The inherent problem, 
therefore, is not one of capacity to produce the type of material that 
is required to meet both the military and the civilian requirements, 
but is one of obtaining large supplies of ores and concentrates from 
a operating mines and possible future additions in the mining 

eld; 

A general review of the mine potential from domestic and foreign 
sources indicates that within the next year there is little possibility of 
materially increasing mine production. The outlook, therefore, for 
the near future is one of a fairly constant supply of copper raw mate- 
rials with increasing demands because of the military and civilian 
programs, 

During 1950, with a fairly constant supply of raw materials, there 
was a decided increase in the production of Line mill, wire mill, and 
foundry products. This was accomplished only by the mechanism of 
drawing down inventories in the hands of the refineries and the fabri- 
cators of copper products to a point where they are now dangerously 
low. For instance, refined copper inventories at refineries is approx!- 
mately equal to 15 days of operations. Under the most stringent war 
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conditions, these inventories were not reduced below this level. This 
same situation is prevalent in the brass-mill and wire-mill field. It 
was only through the reduction of inventories that the consumers of 
copper products were able to maintain their high rates of production 
during the year 1950. It is believed that during the year 1950 copper 
inventories will be reduced by approximately 125,000 tons. This 
material is no longer available for use by end product manufacturers. 
Even if the Korean situation had not developed, there would not have 
been sufficient copper to meet the demands of the civilian economy, 


no less the additional demands of the military programs. In light 


of this situation, certain actions are required to bring into balance 
the available supply of copper with the over-all United States demand, 
which includes military, stockpile, and civilian programs. Without 
some governmental measures reducing the copper demands of the 
civilian economy, it would not be possible to meet the military and 
stockpile requirements. 

One of the major problems with respect to the availability of copper 
is the drain on the supply caused by the stockpile program. There is 
no question of the necessity of such a program, but consideration 
must be given to -the balancing of this program with the over-all 
military and civilian needs of the domestic economy. This balance 
must be considered in terms of meeting a war-expansion program of 
military items and the necessary components of war-supporting civilian 
industries. The present program of the Munitions Board for the 
stockpile needs calls for an appreciable portion of the available supply 
of refined copper. These requirements are being reviewed continu- 
ously in light of the above considerations. It should be pointed out, 
though, that in terms of the over-all goal of the stockpile program the 
quantity which is being transferred each month is relatively small. 

The major sources of imported materials, ores, concentrates, and 
metal, are Chile, Canada, and Mexico. A large part of the imports 
into the United States of copper from Rhodesia are returned to the 
United Kingdom on toll arrangements. These ores and concentrates 
come into the United States under bond, are refined in the United 
States, and are reshipped to the United Kingdom. 

During the war period electrolytic copper was pegged at 12 cents a 
pound. The highest postwar price occurred on August 10, 1948, when 
pes of copper was 23.5 cents a pound. During the 1949 general 

usiness recession, copper was selling at 16 cents a pound. From that 
time on, copper prices rose continuously until the Korean situation 
occurred, and just prior to that date a price of 24.5 cents was estab- 
lished. ‘That price has remained stable through this period. It 
should be pointed out that the copper duty suspension was not ex- 
tended by the Congress; and, therefore, imported copper is now priced 


_ at 26.5 cents, including the 2 cents duty. 


In summary, therefore, it can be stated that— 

1. There is very little likelihood of any sizable increases in the avail- 
ability of refined copper to the United States in the near future; 

2. The increased demand, because of military and stockpile needs, 
along with the very high demand for civilian users of copper due to the 
expanding economy, has created a severe shortage of copper in the 
United States; and 

3. This deficit has required certain conservation measures to reduce 
the demands for copper in the civilian economy to meet the expanding 
military and stockpile programs. 
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4. Zine 


Throughout most of 1950, zine consumption has outstripped pro- 
duction by an appreciable margin. In recent months the difference 
between consumption and production has been abridged by a heavy 
draft on inventories. With the stocks of both producers and con- 
sumers liquidated, some restriction on the use of zinc was essential 
in order to meet the increasing requirements for national defense. 
As a result, NPA Order M-15 was issued on December 1, 1950. 
Under this order the civilian consumption of zinc in 1951 is to be 


reduced 20 percent under the rate prevailing in the first 6 months of. 


1950. 
The salient features of zinc supply-demand position are given in the 
tabulation below: 
[Thousands of short tons] 











January to | July to De- | January to 
June 1950 cember 1950 June 1951 
New supply: 
United States mine production....._...............--.-.. 291.9 321.8 330.0 
Teen en nnn ne nena ee hime n 27.0 28.5 30.0 
Imports: 
CURE BIE GOROURGTAUOR. «no sn nnn nnevebccseebeo ee 126.0 142.0 125.0 
ESE chinocacythhertuwebsluat keockcceuche a ctoteaen | 76.8 83.0 77.0 
Pe nl 521.7 575.3 562.0 
Distribution: atl 
Defense orders and stockpile_............................- (4) 0) 97.4 
Civilian slab consumption ?......................--......- 468.7 500. 5 375.0 
Ore used directly for zinc dust, oxide, etc__............--- 67.6 72.0 68.0 
PTs hs sd cos adbawkenthdeds dk gcdssnit ody 2.8 8.0 24.0 
Rast ie Seer te! Rt Lape e it | 539.1 580 564.4 


1 Defense requirements included with civilian consumption. 
2 Excludes additions to strategic stockpile. 


Supplementing the above information, the National Production 
Authority has just recently issued an order (M—15) which is intended 
to assure zinc for our defense needs and at the same time distribute 
the remaining supplies for nondefense use on an equitable basis through 
normal business channels. It should be noted that, even with the 
restrictions imposed by Order M-15, it is anticipated that require- 
ments during the first half of 1951 will exceed the anticipated supply 
by a small margin. This lack of balance is explained by Commerce 
officials as due to the recent increases in direct military requirements 
and export commitments, and it is further anticipated that the deficit 
caused thereby is expected to be covered by an order eliminating the 
nonessential uses of zinc. 

Order M-15 does not, in itself, restrict the nondefense use of zinc. 
The order is a recognition that 20 percent of the available supply is 
now being diverted to stockpiling and for use in military contracts. 
Further, the order merely establishes rules by which the remaining 
80 percent of the supply shall be distributed among all users. While 
it may appear that only 20-percent military use would hardly be 
sufficient justification for a control of civilian distribution, it is 
believed that the order will result in small users of zine being able to 
obtain their fair share of the supply that remains after defense needs 
are satisfied. Department of Commerce representatives maintain 
that the real justification for M-15 is the equitable distribution of 
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zine among all users outside of the consumption that is channeled 
directly into defense production and stockpile. 

The order restricts the use of zinc or zine products for maintenance 
and repair work beginning December 1, 1950, during each 6 months’ 
period, to the average amount used for this purpose during the so-called 
base period—the first half of 1950. The small businesses which use 
less than 3,000 pounds of zine or zine products quarterly and those 
companies which use highly specialized types of zinc are exempt from 
the terms of the order. The order still further limits inventories of 
zine or zinc products to a 45-day supply or to a practicable minimum 
working inventory, whichever is less. It is hoped that the adjust- 
ment provision of the order, wherein exceptions may be made to the 
provisions thereof when it is shown that the enforcement would cause 
undue or exceptional hardship or would not be in the best interest 
of national defense or the public interest, will be particularly bene- 
ficial to small business and will be the source of relief for many such 
organizations. 

It might be interesting to note the attitude of one of the producers 
of zinc and copper, and in a letter dated September 25, 1950, Mr. 
J. M. Olin of the Olin Industries, Inc., East Alton, Ill., states inter 
alia: 

The supply of copper and zinc, as you know, is inadequate to meet the produc- 
tion requirements for nonferrous metals in this country. We have done our 
best to urge our friends in Congress to remove the duty upon copper, which 
again became effective on July 1 of this year; but, as you know, the Senate 
tabled Senator McMahon’s resolution, and apparently no action will be taken 


during this session of Congress in spite of the fact that the House has already 
passed a bill giving such relief. 


It is my suggestion that, if anything can be done to increase the supply of 
copper, your giving more assistance to the increased production of nonferrous 
metal would be more helpful than any other action. 


From a thorough study of the supply-demand relationship of these 
metals, it would appear that every effort should be made leading 
toward the increased production of nonferrous metals and the cog- 
nizant agencies—General Services Administration, Department of 
Commerce, Munitions Board, and the Reconstruction Finance Corpo- 
ration—should be so advised in an effort to implement the legislative 
conditions imposed in the Defense Production Act of 1950. 


IV. SYNTHETIC-RUBBER PROGRAM 


Before undertaking any considerable study relating to the sound 
basic philosophy of increased participation by small businesses in the 
synthetic-rubber program, it would be best to preface any such 
study by reviewing briefly the history prior to World War II. 

It is a matter of record that at the outbreak of World War II many 
of the larger rubber companies had completed considerable research 
on synthetic rubber, and following the outbreak of hostilities these 
companies pooled their knowledge and experience and placed it at 
the disposal of the Government. Therefore, it was perhaps only 
natural that the Government looked to those companies which had 
led the field in management and production. The inevitable result 
was that in nearly all instances the Government plants were operated 
and managed by the large companies. 


77831—51—-4 
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Today the country faces the same problem of a short supply of 
rubber. However, in many other instances, the other problems are 
not the same. It is axiomatic that many of the problems of managing 
methods, specifications, and equipment all are generally known. 
These have since been resolved and are no longer perplexing matters. 
Of course, it is equally true that some factors, such as finance ability, 
management ability, and availability of proper organization, are still 
paramount factors. The question now resolves itself into one of 
Government policy as to whether the size of a business is or is not in 
itself a governing factor which should be considered in choosing or 
selecting the management of the synthetic plants, the entire cost of 
which was borne by the Government. 

The problem and the approach thereto is constantly a complex and 
delicate one, but the picture does present and afford an opportunity to 
encourage greater small-business participation in the operation of 
these plants without impinging upon freedom of private enterprise 
or sacrificing the par amount interest of national security in the pro- 
gram, as contemplated in the policy provisions of the Rubber Act. 
With a larger participation, it would seem to be more probable that 
the declared policy of the Congress could be followed whereby there 
would eventually be a free, competitive synthetic-rubber industry in 
the United States. 

At the outset, it would appear appropriate to submit a statement of 
figures indicating the participation of small businesses in the synthetic- 
rubber program. 

Table No. 1 





Yearly ca- | Small rubber com- 








Operator Location pacity in pany percentage 
long tons participant 
|. 0c) ttcbdin tesiateteseey Port Neches, Tex... -......- 79, 200 | None. 
NB SRR A cet ne ea eee ae NI Mo oes idle 115, 200 | Denman, 10 percent. 
RII... Fo picditewn chbnovcensaue ESS TESS 79, 200 | None. 
RS FE RE eR a pe ee ee 25,200 | General-Latex, 35 
percent. 
Mohawk, 5 percent, 
United States Rubber--...........---- Naugatuck, Conn__...._---- | 25, 200 | None. 
ERTS ES Pee nee Port Neches, Tex-_-.-.------ 74, 400 Do. 
ts ok aida intianinmnadanees RE I oo a nineteen cn son 24,000 | Corduroy, 5 percent. 
els Seva Sheet | Lake ae La_-. 79, 200 | None. 
OE .. wadeiclted wae ...-| Baytown, Tex 39,600 | McCreary, 5 percent. 
Phillips Petroleum_..___- Borger, Tex. 56,400 | Robbins, 10 percent. 
Esso Standard _-___----- need _...| Baton Rouge, La.. 27,600 | None. 
PI inc) ecicuiens atcielnnneinethiee Baytown, Tex---...-..--.- adsl 38, 400 Do. 
er Oe 
a ais hale vivaenw chit. Khd dade deen ckineetaaimeds iad 663, 600 





Table No. 2 isa tabulation of the GRS synthetic-rubber plant opera- 
tions and the annual fees presently payable to the operating companies, 
which in all instances are big business. 
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Table No. 2 


| Rs ated : apac- 


Operating company | ity (an- | Annual fee 

nually) 

Tons 
PR 0 Ee ee a genie ce 150, 000 $1, 562, 400 
Firestone Tire & Rubber Co_____________- Leconte oe 90, 000 1, 159, 200 
Ce ee  dppeawien See. 90, 000 1, 159, 200 
Goodyear Synthetic Rubber Corp___-___....--...--.------------ eS 90, 000 1, 159, 200 
Minnesota Mining & Manufacturing Co-_-_...__._......----2-- oe ee. 75, 000 1, 058, 400 
a a a ai a sales Bn ndadelinnwasioouners ae 45, 000 756, 000 
eee nee eeeee Ge. ee atest 30, 000 | 554, 400 
Copolymer Corp. ei ere aL ee tae Bese 2 re es Zid 30, 000 | 554, 400 
Kentucky Synthetic Rubber C orp_ a he RS MAS RI es 30, 000 554, 400 
akan ieReaeh aieeendgtdn del tetbnds<chuiekashsbbntvbindancesoes 630, 000 8, 517, 600 


Note.—(1) The above shows the rated capacity. Actual capacity is expected to exceed the above by 20 

percent, which would likewise increase the fees paid. (2) A lower fee basis has been proposed by Rubber 

eserve, which if put into effect will reduce fees by more than 40 percent. (3) Total tonnage rates (and fees) 
should exceed the above figures shortly after Jan. 1, 1951. (4) The fees basis is shown in table II. 


Table No. 3 shows the fees for synthetic-rubber plant operation. 


Table No. 3 


Past: 
nt dbuwe mene ewmen $302, 400 
CER SORE GEE 2 2 ¢, hc 252, 000 


eee wee as. Be ee 8 es ek enh e ile _ 201, 600 


Fourt 25,000 tons, £0 -O.0000. J... - J 5 eee Bas 168, 000 
Pires: 15.600: tous, af ©.0040. .._ os ee Siesinee x) Ao ae 
All excess, at 0.0030. 

Future: 
First 15,000 tons, at 0.0055__._..__-- a ee i ‘ 184, 800 


Second 15,000 tons, at 0.0045 
fo RES Oe a ee ee 
Fourth 15,000 tons, at 0.0025_ _- 
Fifth 15,000 tons, at 0.0015_- 
All excess, at 0.0015. 

On many occasions this committee has endeavored to work out a 
larger participation in this program for small businesses without 
impinging upon the freedom of private enterprise or sacrificing the 
interest of national security and defense needs. The Board of Diree- 
tors of the RFC has consistently maintained that the Corporation has 
followed the announced practice of encouraging the smaller companies 
to come into the synthetic-rubber-production program, with a view to 
broadening the base of competition, having in mind the declared 
policy of Reuse that there eventually should be a free competitive 
synthetic-rubber industry in the United States. However, under 
date of December 26, 1950, Mr. Walter Dunham, one of the Directors 
of the RFC, wrote in part as follows: 


eee rene _ 151, 200 
... 117, 600 
bi iets hehe ache 3 : 84, 000 
elas mah ea oe eth gf Sree er sarah ad 50, 400 


The Corporation has sought to implement the policy by designating the groups 
of companies which are called upon to undertake joint operation of individual 
production facilities. The share of the joint operations which each member 
of the group assumes, as well as the financial, business, and other terms of the 
joint enterprise, has been regarded as a matter "for private determination between 
the respective parties. This approach to what is concededly a complex and some- 
what delicate problem affords an opportunity for the encouragement of small 
business in the management of these plants, without impinging upon freedom of 
private enterprise or sacrificing the paramount interest of national security in the 
synthetic-rubber program, as contemplated in the policy provisions of the Rubber 
Act. 
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It is apparent from the above letter that the small rubber companies 
must contact the large companies which have been given the respon- 
sibility of operating the plants. 

Every effort has been asserted by the officials of the smaller com- 
panies to participate in this program. Certainly it would be desirable, 
since the Government has financed completely the erection of the 
necessary plants and equipment, has borne all operating costs and 
expenses, including executive staffs, etc., and in addition has paid 
management fees running into millions of dollars, that every effort 
should be extended in order to give these unusual advantages to all 
groups and manufacturers, including large, medium, and small. It is 
certainly recommended that this policy be investigated thoroughly, 
with a view to implementing the heretofore expressed intent of 
Congress. 

V. PLASTICS INDUSTRY 


The problem in the plastics industry is one which appears peculiarly 
significant to your Small Business Committee, since, almost. without 
exception, the processors of plastics materials are both small in size 
and recent in formation. This is particularly true of the subdivision 
of the industry composed of those who form finished plastics products 
by molding, especially injection molders. The following table, 
drawn from census figures of 1947, demonstrates the predominantly 
small character of the industry. While these statistics are 3 years 
old, your committee is assured that essentially the same situation 
prevails today. 


























TABLE I 

Number of em- a Percent Cae | Number of em- pe pn ae Percent pe 
ployees lishments| °! total percent | ployees lishments| ° total reent 

| 
eet 2a ee 434 31.9 31.9 || 100 to 249... 6.3 | 96.8 
$106... _.. Sig 272 20.0 51.9 | 250 to 499. -...-.--- 20 1.5 98.3 
ON anaes 223 16.4 68.3 || 500 to 999____--__- 18 1.3 99.6 
20 to 49. - =. 209 15.4 | $3.7 || 1,000 to 2,499. 5 3 99.9 
6.8 | 90.5 ] 2, 1 1 100.0 

i i 


S80 Ds oscactescns 92 


Total employees: Approximately 30,000; total establishments, 1,360; average employment per establish- 
ment, approximately 22. 


Although the plastics industry was born in the post-Civil War days 
as a wees of a shortage of ivory for billiard balls, its most rapid 
expansion has taken place in the 5 years following the conclusion of 
World War II. Technological advances, likewise, have proceeded 
apace and the variety of plastic materials now available is almost as 
striking as the aaa of the industry since 1868. 

A vivid impression of this saab may be gained from table IT 
which high lights the progress of the business during the past few years. 
These data have been compiled by the industry’s trade association 
and, while they are merely estimates, they do impart a valid 
delineation. 
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TABLE II 
Numb ¢ | stemaher of | | 
“imlectio : Value of compres- | Valueof | 
Year os oes thermoplastic | sion ma- | thermosetting | Total value 
soasaibes products | chines | produce 
: operative | | 
Senihaivens - oaths a 
ON si lla ee a 90 $2, 000, 000 1, 730 | $22, 600,000 | $25, 300, 000 
ee ne te 180 5, 400, 000 3, 000 36, 700, 000 42, 100, 000 
Mtns ose cence a ae | 270 8, 100, 000 3, 100 | 27,100,000 | 35, 200, 000 
nn ty nt eh | 360 10, 800, 000 3, 250 36, 300,000 | 47, 100, 000 
ee ii cian eaenoael 450 | 13, 500, 000 4,000 | 43, 000, 000 | 58, 500, 000 
Re ere 28 Spel ee | 900 29, 000, 000 | 6, 619 69, 510, 000 | 98, 510, 000 
Oe RN a a atic | 1,175 41, 000, 000 | 8, 509 89, 370, 000 130, 370, 000 
MES SA ah aia odie Ae centes bau } 1,300 | 42, 959, 000 9, 456 | 91,680,000 | 134, 639, 000 
2008... «5.2. ee ete at Be oo 1, 450 | 55, 959, 000 | 11, 820 101, 687,000 | 157, 646, 000 
Ye pe Se eens 1, 600 73, 452, 000 | 12, 000 | 97,033,000 | 170, 485,000 
SS ee eae cre ee | 3, 000 95, 937, 000 | 12, 400 | 76, 933, 000 172, 870, 000 
Re Be eae a A, ae | 3, 100 99, 021, 000 12, 600 92,028,000 | 191, 049, 000 
Meee cS Macatee etal tse) 3, 500 126, 800, 000 13, 000 | 78, 328,000 | 205, 128, 000 
RS Sr, SS 4, 300 153, 200, 000 13, 100 | 62, 662, 400 215, 862, 400 
en ene 4, 500 () 13, 200 | (1) | (1 





' Not available. 


From table II, it becomes apparent that the gross value of molded 
plastics products have increased tenfold over a period of 13 years with 
the most vigorous growth being achieved by the injection molders 
whose product growth has been an amazing 7,500 percent. The 
molders alone now represent a quarter of a billion dollars annual 
industry, even though it is on them that your committee is focusing 
its attentions at this time. 

Another graphic illustration of the rapid strides in the field of 
plastics is depicted in table III and in chart I which follow. 


TasBLe III.—Postwar-production figures on 4 sapien molding materials 














Phenolic Cellulose | Polystyrene Vinyl 
wee ee eto ee Fe eae ck, 
neti aa i le Bk Ke 140, 216, 443 | 83, 204, 045 66, 679, 321 | 61, 852, 162 
Sanne Mecca ea ..-----------| 139,624,466 | 58,524,134 | 94,990,618 | 73. 113, 605 
a 171, 116, 725 | 48, 531,060 | 145, 299, 338 | 73, 635, 165 
1949 ___ be 132, 283, 719 55, 827, 855 | 183, 884, 041 | 81, 146, 997 
1950 (figures are estimated from production | | | 

figures 10 months of the year and assume no | 
sharp cut-back during last 60 days of 1950) 218, 280,000 | 81,720,000 | 255, 130, 000 111, 600, 000 
CORN Giles kbeovcnccedobbeinescens se | 181, 936,240 | 68,133,580 | 212, 604, 450 93, 077, 564 


| | 








Although most, if not all, of the chemicals used in producing and 
processing plastics are in short supply, this cursory study of an in- 
dustry will be largely confined to that segment utilizing styrene- 
based molding materials. The use of styrene for this purpose is 
relatively recent, since polystyrene did not appear on the plastics 
horizon until 1938. Incidentally, polystyrene injection molders ac- 
count for between 80 and 90 percent of the value of all thermoplastic 
products and a review of table II will indicate the great importance 
of this particular portion of the business. 

The chief basic component of injection-molding materials is styrene, 
a liquid from which is produced the plastic, polystyrene. Styrene 
itself is in turn derived from benzene, a byproduct of the process 
which makes coke for the steel furnaces of the Nation. While ben- 
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PRODUCTION OF FOUR MOLDING MATERIALS 


1946-1950 
MILLIONS OF POUNDS MILLIONS OF POUNDS 
PER YEAR PER YEAR 
275 | ee ee ee rt ee ee ee ee 
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zene may also be produced from petroleum, there are many difficulties 
and less than 5 percent of America’s supply presently comes from that 
source. Since the bulk of the benzene supplies comes as a con- 
comitant of the operations of the steel industry, there is no presently 
available procedure for increasing, to any appreciable extent, the 
amount of benzene. Incide ntally, it might be noticed that all the 
recent announcements of expanding steel production will give only a 
10-percent boost to our steel capacity and no more than a similar 
addition to the amount of benzene derived from that source. 

Unfortunately for the plastics industry, however, styrene is also a 
most important ingredient in GR-S, the chief form of synthetic rubber. 
For that reason, the tremendous increase in synthetic-rubber produc- 
tion ordered following the outbreak of the Korean War curtailed 
drastically peacetime civilian uses of benzene derivatives. 

From 1938 until the initiation of the synthetic-rubber program by 
the Government during World War II, the plastics industry was the 
sole producer and user of styrene. Following the end of the war, the 
cut-back in the use of styrene for GR-S was largely offset by the 
enormous expansion in the use of polystyrene for plastic molding 
material. Table III and chart I dramatically portray this funda- 
mental fact. For this reason alone, the styrene plants of the Nation 
were kept at almost capacity production throughout the 5 years 
between VJ-day and the fall of 1950. As a result, the reverses of 
another war in Asia and the implied threat to our natural rubber 
supplies find our synthetic-rubber program far less costly and time- 
consuming than it would otherwise have been. 

According to the best estimates now available, the synthetic-rubber 
program will be in full operation by April 1951, at which time it will 
demand some 33.8 million pounds of benzene per month, or almost 
two-thirds of the total styrene capacity, estimated to be at that time 
approximately 53.3 million pounds per month. Of the 19.5 million 
pounds of styrene available for other than synthetic-rubber uses, 
some 14.6 million pounds will probably be devoted to the production 
of polystyrene molding powder. Since the September 1950 produc- 
tion of this powder amounted to 24.5 million pounds, the April 1951 
figure represents a cut-back of a little more than 40 percent for the 
injection-molding industry. 

Again, at this point, it should be stressed that this is a rapidly 
growing industry, all of whose plans are predicated on the assumption 
that the demand for plastic articles will not remain static, but will 
continue the phenomenal growth pattern of the past decade. Under 
these conditions, then, even a 100-percent-base period allocation of 
supply would work serious hardships for those concerns which have 
recently completed or are now in the process of completing large 
expansion programs. As a matter of fact, the Gelividual cases which 
have come to the attention of your committee thus far have been 
mainly concerned with the urgent need for raw materials to feed into 
these new productive facilities. 

It must also be noted, and this seems significant to your Small 
Business Committee, that most of the plastics processors are in only 
one very specialized line of endeavor and are unable to diversify their 
output or to convert their specialized machinery or skills to any other 
work or to another branch of the plastics field. For that reason, any 
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A. SEPTEMBER 1950 PRODUCTION AND END 
USES OF STYRENE 






12,250 Tons 
POLYSTYRENE] per month 






STYRENE 








8,500 Tons 
YNTHET : 
ee ee per month 
r 
4,250 Tons 
per month 


B. ESTIMATED APRIL 1951 PRODUCTION AND 
END USES OF STYRENE 


7,300 Tons 
per month 
STYRENE \— , GR-S 16,900 Tons 
Se Gs ee SYNTHETIC : 
2,400 Tons 


per month 
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severe cut-back in the raw materials used by these molders will cripple 
them almost immediately and will put them out of business soon after 
their production falls below the break-even mark. This, of course, 

contrasts strongly with the large enterprises which are able to diversif y 
their output, which work in many fields and in many materials, w hich 
are in a better position to obtain prime Government contracts, and 
which, if worst comes to worst, have the financial resources to weather 
a rather protracted economic storm. 

For very similar reasons, these plastics processors are in an ex- 
tremely sensitive position with reference to manpower. Should any 
of them be forced to shut down for any period at all, it seems quite 
probable that their skilled labor will slip away and not be available 
for any come-back effort. 

The preceding paragraphs deal, of course, with matters which are 
not peculiar to the plastics industry alone, but which may well be 
applied to almost all small-business enterprises at this time. Our 
use of plastics for illustrative purposes merely makes concrete many 
statements which might otherwise appear to be only vague and illusory 
abstractions. 

Another such example which hits small business across the board 
with more or less equal force can be found in the field of taxation. 
While the Excess Profits Tax Act, recently passed by the Eighty-first 
Congress, embodies many of the lessons learned from World War II 
experiences, it of necessity will bear more heavily on the young and 
growing businesses which have no historical profit base with which 
to meet the burdens of emergency taxation. Alternative methods 
for computing this tax liability have been provided within the law, 
but none will effectively reduce its impact on many small concerns. 
Even those firms which escape the excess-profits tax because of 
profits below $25,000, moreover, will not be exempt, for it seems inevi- 
table that higher taxes will affect all companies in the very near future. 
Furthermore, it is these really small enterprises which often need all 
their profits to plow back into the business to meet their capital 
requirements. Many studies have shown this reinvestment of profit 
to be the chief source of capital for small businesses and, as the basic 
tax rate rises, the amount of profits remaining after taxation will be 
proportionally reduced. With taxes at increasingly high wartime 
rates, it becomes more evident that no entrepreneur, however wise, 
will be able to meet his capital needs in this manner. 

In some ways, the plastics industry is not typical of all fields, for it 
appears from this committee's preliminary studies that there is not the 
acute struggle for raw materials between the large and small segments 
of the industry. This is in part due to the fact that there are very 
few large concerns in the field. and in part to the fact that the pro- 
ducers of the raw materials are not also integrated processors, as is 
the case in so many other industries where critical shortages now 
prevail. Nonetheless, it appears to your committee that a valid and 
useful function would be served by hearing from the appropriate 
Government officials, producers, and processors in this field. For 
that reason, the plastics industry will be included in the agenda for the 
committee’s mid-January hearings on material shortages. 

In closing, we feel constrained to point out that there are high-level 
policy determinations which must be made before the full impact of 
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the rearmament effort on the plastics industry can be estimated. The 
chief example arises in connection with the role of plastics vis-A-vis 
rubber. Data which have come to the attention of the committee 
indicate that in 1951, so much more new rubber (natural and synthetic) 
will be available that it appears unlikely that military uses and stock- 
piling will absorb the surplus over the 1950 consumption figures. 
While this committee does not intend at this time to reexamine the 
entire rubber situation and while it realizes full well the crucial role 
played by rubber in an emergency period, it does wish to point out 
that simple justice as well as the national defense dictates that no 
one commodity or industry should bear an inequitable share of the 
burden. Plastics, too, are vital in many fields and, both directly and 
indirectly, will be called upon to advance our military preparedness 
program. Should a hasty or ill-considered decision be made, it may 
spell bankruptcy and the end of many of these small concerns which 
have no alternative products and which cannot utilize substitute 
materials. In that event, they will not be available to make the very 
important and substantial contributions to the defense effort which 
they alone are in a position to make. 

The Senate Small Business Committee hopes that its pending hear- 
ings will present the facts of the situation in such perspective that those 
responsible for the final decisions will be in a better position to judge 
and to administer wisely. 


VI. PARTICIPATION IN GOVERNMENT PROCUREMENT BY 


SMALL BUSINESS 
1. Hearings 


Immediately following its organization, your committee scheduled a 
series of hearings with the announced purpose of exploring, insofar as 
possible, the exact situation with reference to small-business partici- 
pation in Government contracts and Government procurement and 
the availability of credit to small business. 

In an effort to implement the stated congressional policy that small- 
business men be afforded every opportunity to participate in Govern- 
ment procurement, your committee undertook to make a thorough 
study of the present procurement policies with a view to disclosing 
weaknesses, as well as exploring the field with a view to aiding the 
Senate to enact remedial legislation. 

As an example indicative of the multitudinous problems which are 
present in Government procurement, Rear Adm. M. L. Ring, Director 
for Supply Management, Munitions Board, in testimony before the 
committee, indicated that the Department of Defense procured over 
5,000,000 separate items in World War II. Exnanding on this prob- 
lem, Admiral Ring further stated: 


We hope to reduce, Senator, our load from something like 5,000,000 to about 
2,500,000. The cataloging program is a very vast one. Prior to the war, in the 
Federal Standard Stock Catalog, if my memory serves me, we had something like 
350,000 items. Those were the standard common-use items and did not include 
that very vast range of technical materials which had to be introduced into the 
military supply system as the result of World War II. All the spare parts for 
airplanes, the spare parts for internal-combustion engines, the spare parts for the 
whole vast field of radar and electronics, communications equipment. It is 
because we are trying to include the technical spare parts and the basic component 
into our supply system that we have this vast build-up from the approximately 
350,000 to what we hope will be 2,500,000. 
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In addition to the above-stated problem, Admiral Ring further 
pointed out that there perhaps would be eighteen to twenty thousand 
different sets of specifications which would be publicized through the 
departmental outlets. 

he Department of Commerce indicated that the Department’s 
work in behalf of small business, as carried on by the Small Business 
Division of the Office of Industry and Commerce, falls under the 
following four broad heads: 
I. Government procurement. 
II. Management assistance. 
III. Finance and tax problems. 
IV. Business practice problems. 

In response to a question with regard to the drafting of specifica- 
tions and bid invitations so that smaller firms may have an equal 
chance in meeting requirements, H. B. McCoy of the Department of 
Commerce stated: 


We want to see that there is nothing in the specifications that will prohibit 
any firm from participating. It is our desire that small business may participate 
—_ without any discriminatory clauses or conditions which would prohibit that. 

irst of all we review the development of specifications as they are being pre- 
pared. Second, we participate in the review. Third, in any allegations in a 
specific case we pereee to prepare the actual factual data and bring about 
remedial action where discrimination exists. 


This statement is in line with the expressed desire of both the 
Department of Defense and the General Services Administration to 
standardize specifications wherever possible in order to conform to 
generally accepted commercial standards. This should result in 
increasing the number of small business concerns which will be able 
to bid for Government contracts and, as a result of increased com- 
petition, lower prices amy be obtained. 

Maxwell Elliott, general counsel of the General Services Adminis- 
tration, indicated that the following steps should be effected in order 
to further the interest of small business concerns: 


1. It is expected that the program of dissemination of information through 
the Department of Commerce facilities will be expanded so that information 
concerning Government requirements will reach approximtely 2,500 locations. 
In addition, there is under consideration a plan to reduce the amount of time 
required for the information to reach the ultimate sources by using TWX facilities 
where possible. 

2. It is contemplated that within a short time the provisions of the order 
which give preference to small business in connection with tie bids will be extended 
by regulation to govern the procurement activities of all civilian agencies. The 
Department of Defense issued a similar order covering its procurement at the 
same time the order covering General Services procurement was promulgated. 

3. A statement of the policies to be followed by executive agencies in aiding 
small business in procurement has been drafted and is in the process of revision 
for early issuance. Participation of small business in Government procurement 
is to be encouraged by carrying out the following policies: 

(a) Requirements shall be divided into such reasonably small lots as will permit 
small business concerns to bid; 

(b) Bids on less than total quantities specified will be permitted; 

(c) Time for submission of bids will be determined with the interests of small 
business in mind; 

(d) Purchases will be scheduled and awards will be distributed on a local or 
decentralized basis to assist small business; and 

(e) Information concerning invitations to bid shall be distributed widely. 

4. In connection with the development and revision of Federal specifications 
by the General Services Administration, increased effort will be made to conform 
the specifications to generally accepted commercial standards. It is felt that 
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this will result in increasing the number of small business concerns which will be 
able to bid for Government contracts and that as a result of increased competition 
lower prices may be obtained. 

5. The General Services Administration has already delineated the areas which 
will be served by its 10 integrated regional offices, and to these offices there will 
be decentralized a large measure of procurement responsibility. It is planned 
that so far as practicable each such regional office will be responsible for the 
procurement of the Government’s requirements in that region. ‘This should 
afford small business concerns in that region a greater opportunity to bid for a 
part of the Government’s requirements. Decentralization permits taking full 
advantage of local markets and provides points of supply closer to points of use. 

6. Technical advice and assistance will be available in each regional office for 
the small business concerns with respect to Government specifications and 
requirements. This will materially help the small business concern which is 
unable economically to maintain its own technical staff. In addition, there will 
be located in each regional office personnel especially trained to render assistance 
and supply information to small-business men for their general use. 


The above presents a series of perplexing problems with which the 
small-business man has been confronted and which your committee 
and the procurement agencies of the Government are examining. It 
is hoped that from these hearings and those to follow, many of the 
policy weaknesses of the Government procurement agencies can be 
remedied in the interest of all business. Your committee has endeay- 
ored to disclose such weaknesses and shall be diligent in its future 
endeavors to prevent the recurrence of such mistakes which have been 
made and which have adversely affected the small-business man. 

Your committee plans to continue working with the various pro- 
curement agencies, either through conferences or formal hearings, in 
order to help maintain the economic stability and preserve to the small- 
business man his rightful place in our economy. 


2. Marshall letter 


One of the most heartening signs pointing to the fullest possible 
participation by small business in the war procurement program was a 
directive issued on December 18 by Secretary of Defense George C. 
Marshall to the military departments in which the urgent necessity of 
spreading the work among small plants was strongly emphasized. 
Such a top policy pronouncement coming so early in the current de- 
fense effort marks considerable improvement in the attitude of the 
armed services toward small business in comparison with the general 
big business sympathies displayed by the military in the earlier stages 
of World War II. Secretary Marshall’s letter seems worth noting 
in full: 

DECEMBER 18, 1950. 
Memorandum for The Secretary of the Army. 
The Secretary of the Navy. 
The Secretary of the Air Force. 
Subject: Broadening the industrial base of procurement programs. 


The President has declared a national emergency. The issuance of this declara- 
tion permits the Secretaries of the military departments to authorize the negotia- 
tion of purchases and contracts pursuant to the authority contained in section 2 (c) 
(1) of the Armed Services Procurement Act of 1947. The Munitions Board has 
recommended, and I have approved, the following statement of policy: 

The military departments have already received instructions to accelerate pro- 
curement actions in connection with second supplemental 1951 funds. It is 
essential, in complying with these instructions, that contracts be spread across 
industry as widely as possible in order to broaden the industrial base of our 
procurement program. Broadening the base will require wider use of negotiation. 
Formal advertising will continue to be used in appropriate cases, but not when 
such use will adversely affect the acceleration of procurement or the broadening 
of the industrial base contemplated by this directive. 
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The military departments should pay particular attention to— 

(a) The greatest possible integration of current procurement contracts with the 
industrial mobilization program and the accepted schedules of production. 

(b) The equitable distribution of —— contracts among the maximum 
number of competent suppliers. he concentration of contracts with a few 
leader suppliers is to be avoided unless the necessity therefor is clear. 

(c) The utilization of existing open industrial capacity to the maximum. 
Expansion of facilities should not be authorized when open capacity can be found. 
Whenever time permits, and in order to broaden the mobilization base, additional 
contractors should be utilized in lieu of multishift or overtime operation. 

(d) The fullest possible use of small business concerns. 

(e) The utilization in negotiation of competition and multiple awards whenever 
possible. 

(f) The aggressive encouragement or requirement of subcontracting by prime 
contractors. 

(g) The provision of maximum incentive to the producer for the reduction 
of his costs. 
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3. Economic Cooperation Administration aids to small business 


In 1949 the Congress, in considering the extension of the Economic 
Cooperation Act of 1948, took steps to insure the participation of 
small business in ECA-financed programs by giving this congressional 
intention statutory status. On April 19, 1949, “the Senate-House 
compromise, amending section 112 (i) of the Economic Cooperation 
Act of 1948, passed as ; follows: 


(1) Insofar as practicable and to the maximum extent consistent with the 
accomplishment of the purposes of this title, the Administrator shall assist Ameri- 
can small business to participate equitably in the furnishing of commodities and 
services financed with funds authorized under this title by making available or 
causing to be made available to suppliers in the United States, and particularly 
to small independent enterprises, information, as far in advance as possible, with 
respect to purchases proposed to be financed with funds authorized under this 
title, and by making available or causing to be made available to prospective pur- 
chasers in the participating countries information as to commodities and services 
produced by small independent enterprises in the United States, and by otherwise 
helping to give small business an opportunity to participate in the furnishing of 


commodities and services financed with funds authorized under this title. 
(2) The Administrator shall appoint a special assistant to advise and assist 


him in carrying out the foregoing paragraph (1). Each report transmitted to 
the Congress under section 123 shall include a report of all activities under this 


subsection. 

Pursuant to the so-called small-business amendment, the Office of 
Small Business was established in the Office of the Administrator and 
a special assistant appointed to advise and assist him in carrying out 
to the letter and spirit the foregoing amendment. Subsequently, a 
program which had been set up to carry into effect the amendment 
above referred to was approved. This program provided for: 

1. The gathering of pertinent information from various sources 
here and abroad, for dissemination to potential small-business 
exporters. 

The dissemination of this information expeditiously and effec- 
tively to small-business enterprises. 

The dissemination of information about the availability of the 
products of small American producers to potential purchasers in 
ECA countries. 

The development of a mechanism for hearing the problems of 
potential or actual-small business exporters and providing, where 
pe a solution thereto. 

The analysis of ECA policies and procedures and the procurement 
me shade employed by the participating countries as a basis for recom- 
mending changes which would promote the aims contemplated by the 
amendment. 

In June 1950 the Congress in considering the Economic Cooperation 
Act of 1948, took steps to induce investment in Marshall plan countries 
by broadening the provisions of the ECA guaranty program to permit 
ECA to guarantee the convertibility into dollars of foreign currency 
earnings on dollar investments and foreign currency receipts from the 
investment of patents, techniques, and processes. Pursuant to the 
passage of this legislation in June 1950 and with the view of assisting 
American small and independent enterprises in locating foreign firms 
in Marshall plan countries interested in entering into a licensing 
arrangement, the ECA’s Office of Small Business established a “‘con- 
tact clearinghouse,” the function of which is to put American manu- 
facturers in touch with receptive European companies and vice versa. 
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The establishment of this service constituted the only major revision 
in and addition to the original program approved pursuant to the small- 
business amendment. 

In accordance with the small-business amendment of 1949, the 
Office of Small Business laid out a program designed (1) to obtain 
advance information on proposed purchases under ECA financing, 
(2) to find the means of getting this information to small business 
enterprises, (3) to inform firms abroad of the commodities and services 
available from small business enterprises in this country, and (4) other- 
wise help small business to participate in the ECA programs. 

The ECA field counseling program provides small-business men 
who may be interested in doing business under the Marshall plan 
with practical, personalized consultation in their own local com- 
munities. The counselors are recruited largely through locally 
sponsored meetings and through a series of small business clinics, 
which were sponsored by the Senate Select Committee on Small 
Business. 

In 1950 field counseling organizations, recruited through the 
assistance and cooperation of foreign governments, were instituted 
in Europe to assist small American manufacturers to find western 
European companies interested in obtaining American techniques, 
patents, and processes under ECA’s investment program. 

At the end of 1950, field counseling organizations had been estab- 
lished in Austria, Belgium-Luxemburg, Denmark, France, Germany, 
Greece, Ireland, Italy, the Netherlands, Sweden, and the United 
Kingdom. Additional counseling organizations are expected to be 
set up in Norway, Portugal, and Trieste. 

In considering the For eign Assistance Act of 1950, the Congress took 
steps to insure creater participation of small business in the Marshall 
plan program by means of broadening the provisions of the guaranty 
program to provide convertibility into dollars of foreign currency 
earnings on dollar investments and foreign currency receipts from the 
licensing of patents, techniques, and processes. ECA decided to 
sponsor a licensing program designed to effect contact between 
western European and American manufacturers interested in entering 
into licensing arrangements. To cope with trade barriers and meet 
these markets, some United States manufacturers, both before and 
since the war, have suce essfully established their ow n branch factories 
and sales organizations abroad. The heavy investment required and 
other risks involved, however, makes this method generally practical 
only for larger United States companies with considerable experience 
in foreign operations. 

In order for an American concern to take advantage of this licensing 
service, it registers its interest with the Office of Small Business, ECA, 
giving particulars of its proposal. ECA, through its European field 
counselors, then explores the foreign industrial field for the American 
concern and attempts to find foreign manufacturers interested in 
such a proposal. The resultant negotiations are strictly a private 
matter between the American firm and the European manufacturer, 
dealing directly with each other, according to ordinary business 
procedures. It should be noted, however, that if an American concern 
wishes to take advantage of the United States Government guaranties 
covering its investment either of a tangible or intangible nature, 
application for such protection must be approved by ECA and also 
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by the foreign government concerned before an agreement is concluded 
with a foreign manufacturer. Such applications for guaranty cover- 
age are directed to the Economic Cooperation Administration, Indus- 
try Division, Industrial Guaranties Branch, 800 Connecticut Avenue, 
Washington, D. C. 


4. Pooling 


One of the most hopeful, but least fruitful, of all proposals put 
forward during World War II to integrate the capacity of the smaller 
producers into the “arsenal of democracy” was the procedure whereby 
several small firms would combine their skills and resources in order to 
jointly serve as a prime contractor. Under a pooling arrangement, 
firms which individually lack the facilities and “know-how” to 
obtain prime contracts would be enabled to do so through their united 
efforts. These pools could be composed of a number of small firms 
in a single line of endeavor (who thereby increase their capacity) or of a 
number of companies operating in different fields (who thereby multi- 
ply their technical and managerial skills), While very obvious 
problems naturally arise from this plan of pooling, it was nonetheless 
the feeling of many small-business men and their adherents that this 
operation would be preferable to a complete dependence upon sub- 
contracting, and would serve those small businesses in an area where 
Caen re no large and established firm receiving multimillion contract 
awards. 

In his account of his experiences with the rearmament effort durin 
World War II, Donald M. Nelson recalled several very successfu 
pooling operations and pointed out how helpful they had been both to 
the individual firms and to the Government. On the other hand, it 
was apparent to Mr. Nelson that pooling did not serve as a complete 
answer during the past war as shown by his own words: 

This movement spread all over the country, and it is too bad that only a rela- 
tively small percentage of all manufacturers were able to take advantage of this 
effective arrangement. ‘ 

Your committee feels that vigorous action should be undertaken to 
explore this entire subject, for we feel that there are many small 
producers who are heavily penalized in competing for Government 
contracts at this time. While we realize full well that pooling is only 
a part of the answer, we do not feel that it should be ignored for that 
reason. Every step we take has profound repercussions and the mere 
announcement that Government procurement offices were to cooperate 
fully with local or regional pools should have a most beneficial effect. 

We have been informed that a memorandum or study on pooling 
has already been prepared for the Defense Department and that it is 
now awaiting action by the Armed Services Procurement Regulation 
Committee, an interdepartmental coordinating group. We urge 
incisive and speedy approval of this plan by the Committee and b 
all other instrumentalities of the Defense Department concerned wit 
the procurement picture. 


5. Legislative aspects 


The wisdom of the Congress in establishing in June 1942, a separate 
agency of Government to guard the interests of small enterprises was 
amply confirmed by the record of the Smaller War Plants Corporation. 
The accomplishments of this organization are well known. Through 
its efforts, American small-business men set a production record which 
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undoubtedly helped materially to shorten World War II. It is esti- 
mated that small manufacturing establishments contributed 30 per- 
cent of the total war production. As a result of the aggressive in- 
sistence of SWPC, billions of dollars worth of production prime 
contracts were awarded to small plants. In a typical 2-month period, 
April-May 1945, approximately 600 prime contracts with a value 
of $750,000,000 were placed on the order boards of small plants. 
From its revolving fund, the Smaller War Plants Corporation also 


provided small companies with $550,000,000 in capital necessary to 
finance their war contracts. 


This point of view is borne out by the following language from 
The United States at War, compiled by the War Records Section of 
the Bureau of the Budget: 


As more and more materials were drawn into high priority armament produc- 
tion, dislocations began to be felt in the industrial system. Small business 
concerns and their spokesmen became more vocal as time went on and protests 
were heard that procurement officers discriminated in favor of large enterprise in 
the award of contracts. Large concerns did receive the lion’s share of war busi- 
ness but whether they received a share disproportionate to their share in peace- 
time production is difficult to calculate. Moreover, it is probable that the im- 
mediate impact of the change-over from normal production to defense production 
struck little business harder than it did big business. A considerable time lag 
was inevitable before subcontracts filtered down to small concerns. What- 
ever one concludes from the tangled mass of fact, the failure to plan and organize 
adequately for utilizing the facilities of small concerns illustrates a type of diffi- 
culty often overlooked by mobilization planners. 


It was with these lessons from World War II still fresh in mind that 
a bill was introduced in the Senate during the Eighty-first Congress 
known as the Small Business Defense Plants Act of 1950. This bill 
was carefully designed to avoid defense production pitfalls by assuring 


small business the opportunity to play its rightful defense role from 
the start. 


The principal points of this proposed legislation on behalf of the 
small-business man may be summarized as follows: 


Organization.—An agency, the Small Defense Plants Corporation, would be 
established. There will be a governing board of five directors. Two of these 
directors must have been engaged exclusively in private small business enterprise 
for at least 10 years. The other three members would be drawn from the ranks 
of labor, agriculture, and the general public. Unless conditions warrant other- 
wise, the corporation will terminate on June 30, 1952 (the expiration date of the 
Defense Production Act of 1950). 

Banking powers.—The corporation will be empowered to make loans to small 
concerns to enable them to finance plant construction, conversion, or expansion 
for defense or essential civilian production. Advances may also be made to help 
small firms acquire facilities, equipment, machinery, supplies, and materials. 
These banking services will be made possible by use of a revolving fund not to 
exceed $500,000,000. 

Contracts—general.—Having assured that adequate funds and productive 
facilities will be available to small companies, the bill further provides several 
Bere of aiding them to get into the procurement picture. These methods 
include: 

1. To make an inventory of the production facilities of small concerns which 
can be used for defense or civilian requirements. 

2. To cooperate actively with procurement officers in order to make maximum 
utilization of smell-business facilities. 

3. To urge large prime contractors to let the maximum amount of subcontracts 
to small firms at prices and on conditions which are fair. 

4. To determine, within specific industries, which firms for the purposes of the 
act should be considered ‘“‘small-business firms.” 

5. To obtain reports from Federal procurement or financing agencies on the 
letting of contracts and subcontracts and the making of loans to small plants. 
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6. To obtain from suppliers of materials information concerning their methods 
of filling orders end of allocating their supply whenever it appears that small 
companies have been unable to get materials and supplies to fulfill their contracts. 

To make studies and recommendations to Federal agencies to insure a fair 
and equitable share of materials, supplies, and equipment for small plants. 


8. To consult and cooperate with all agencies of Government in behalf of small- 
business interests. 


Contracts— prime.— The corporation is authorized to act as a prime contractor 


with Government procurement offices for the purpose of, in turn, subletting 
awards to qualified small plants. 


Certification.— When procurement officers hesitate to let an award to a small- 
plant because of doubt that the small plant is capable of fulfilling the contract, 
they must, under the terms of the bill, accept the certification of the corporation 
as to the capacity and credit of any small plant or group of small plants. 

It may seem from the foregoing that the proposed legislation reflects 
the policy of Congress that a fair share of Government contracts shall 
be placed with small concerns. 


VII. NEW ENGLAND FUEL SURVEY 


By Senate Resolution 344, adopted September 15, 1950, the Senate 
Select Committee on Small Business was directed to conduct a full 
and complete inquiry into the adequacy of fuel supplies in New 
England for the winter of 1950-51 with particular reference to the 
needs of small and independent business, and to report its findings 
and recommendations to the Senate not later than December 15, 

1950. For this investigation a subcommittee was designated consist- 
ing of Senator Benton as chairman, and Senators O’Conor, Long, 
Tobey, and Saltonstall. This subcommittee directed the staff of the 
committee to make a thorough investigation. Your committee sub- 
mitted a preliminary staff report on October 21 and its final report to 
the Senate on December 14. 

Although the time available was limited, the investigation was not 
confined to W ashington sources of information but included staff 
investigations in the New England area. In all instances, the fuel 
industries, as well as Government agencies, were fully cooperati ve in 
providing requested data and in giving your committee the benefit 
of their views as to the present and prospective fuel situation. 

The importance of adequate fuel supplies to New England, entirely 
dependent as it is upon outside sources of supply, scarcely needs to be 
emphasized. 

Summary of findings 


From the investigation, it was indicated that the fuel-supply situa- 
tion for New England is for the most part satisfactory and that there 
need be no shortage condition provided certain practicable adjustments 
were made by the primary suppliers of heating oils, and unless there 
were a worsening of the international situation. If mining operations 
continued without interruption, there should be adequate supplies of 
coal for New England. While the necessity for a full-scale emergency 
mobilization obviously would affect profoundly the Nation’s whole 
fuel economy, the consequences of such conditions were beyond the 
range of the report. The survey as brought down to the early part of 
December 1950 did not find reason for undue concern as to the fuel 
prospects for New England this winter. However, considering the 
variable and unpredictable factors which are inherent in the problem, 
no one properly could give complete assurance that fuel supplies would 
be entirely adequate for any and all eventualities, especially in view 
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of the recent developments in the Far East. As past experience shows, 
there could also be localized trouble spots even with generally adequate 


— 

ith most of the winter still ahead, it could not be asserted that 
no fuel-supply problems would arise. There were, however, some 
indications of improvement in the situation since the initial investiga- 
tion was made in October, owing partly to relatively mild weather in 
New England and also to the increases in refinery yields of distillate 
fuel oils which were recommended in the October report. Conse- 
quently, terminal stocks of the heating oils were in somewhat better re- 
lation to the corresponding levels of 1949 than they were in September 
and October. Continuing vigilance and action by the suppliers to keep 
these stocks at safe levels over the next several months is essential. 
New England coal stocks had likewise grown with a continuing flow 
of supplies and with demands affected by the mild weather conditions 
previously noted. 


VIII. CHICAGO FUEL INVESTIGATION 


Your committee was petitioned by a number of independent fuel 
dealers in Chicago to make a complete investigation of an alleged at- 
tempt by large producers to force independent companies out of busi- 
ness. Following a preliminary staff investigation, a hearing was held 
by Senator Russell Long and Senator Andrew Schoeppel in Chicago 
on December 14, 1950, at which testimony was received from the major 
companies and the wholesale jobbers as well as from the independents. 

Representatives of the independent fuel-oil dealers in Chicago com- 
plained that their price margins had been so reduced since August 1950 
as to seriously threaten their continued existence as small business 
enterprises, and they alleged that this squeeze represented a deliberate 
effort by the major companies and the wholesale bulk jobbers to 
eliminate the independent distributors. 

An “independent” in this sense is a retail dealer who buys his sup- 
plies from the major oil refineries and/or wholesale bulk jobbers, typi- 
cally operates one to five trucks, and distributes range and furnace oils 
to consumers mainly for space heating. Fifty-seven sworn letters ad- 
dressed to the National Federation of Independent Businessmen were 
submitted for the consideration of the select committee. 

It was estimated that there are 300 to 350 independent fuel-oil deal- 
ers in the city of Chicago, and approximately 750 in the entire metro- 
politan area bounded by Hammond, Ind., to the south and east, Rock- 
ford, Ill., to the west and the Wisconsin line to the north. 

These independent dealers estimated that their aggregate sales 
amount to approximately 100,000,000 gallons of fuel oil a year in the 
Chicago area, but they do not know what proportion of the total mar- 
ket this represents. It is generally known, however, that the major 
oil companies and the wholesale bulk jobbers also engage extensively 
in the field of retail distribution. 

The independent dealers alleged that their suppliers, by concerted 
action, have for several years been trying to eliminate the competition 
of the independents. In the winters of 1946-47 and 1947-48, they 
contended that alleged shortages were used by the majors and the 
jobbers as justification for reducing supplies made available to the 
independents, while these same suppliers continued to serve their 
own retail customers and even to take on additional customers, 
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largely pirated from the independent dealers who were denied access 
to supplies. The spokesmen for the independents in Chicago said 
that the investigation conducted by the Senate Small Business Com- 
mittee of the Rightieth Congress under Senator Kenneth Wherry 
was very helpful im inproving their situation at that time. 

At the present time, the problem of the independent appears to be 
one not so much of supply as of price margin, which has been reduced 
from 2 cents a gallon to 1.7 cents. The independents state that on 
August 28, 1950, the wholesale price of fuel oil was increased by 0.3 
of a cent. On September 25 the retail price was increased by 0.5 
cent a gallon, but on September 28 the wholesale price again increased 
by 0.5 cent without a corresponding adjustment of the retail price. 
Thus, the present gross margin on which the independents are operat- 
ing is 1.7 cents a gallon, whereas it had been 2 cents for several years 
previously. 

The independents contend that since wholesale price changes have 
usually been accompanied heretofore by equivalent adjustments of 
retail price, the present situation represents an effort to freeze out the 
small independent dealers who engage only in retail distribution as 
contrasted with the refineries and the wholesale jobbers who can and 
do derive profits from other operations. The independents seem to 
be uncertain as to whether it is the major integrated oil companies 
or the wholesale jobbers who are primarily responsible for this alleged 
price squeeze. 

As to the effect on their own situation, the independents vigorously 
assert that they cannot operate on a 1.7 cent margin. They point 
out that with this reduction their gross profit margin on sales has been 
cut to 12.3 percent, as compared with 16.25 percent in 1949. The 
result, they say, is to wipe out their margin of net profit after taking 
account of operating costs. They further state that their financial 
position would be impaired even with the previous dealers’ margin 
of 2 cents a gallon, owing to generally rising costs for such items as 
trucks, tires, maintenance, gasoline, driver wages, taxes, insurance, 
and telephone bills. To compensate for these inflations of costs, 
they suggest that their gross profit margins should be greater than 2 
cents rather than less. 

The independent dealers offer further evidence of an attempt to 
force them out of business. They say that the major companies and 
wholesale jobbers are offering to take over the accounts of the inde- 
pendents and then to engage the services of these independent dealers 
on a cartage basis as hired agents of the big companies. This the 
independents are in most instances unwilling to do, because it would 
mean a forfeiture of their own business good will developed through 
hard work and expenditures and a loss of their status as independent 
small-business men. 

They also cite that the major companies and wholesale jobbers 
offer to pay continuously a commission of one-half cent a gallon to 
heating contractors who install oil burners and obtain the fuel oil 
account for the service company. The independents state that they 
are unable to offer a similar commission, and that the big companies 
cannot afford this practice either except as a temporary device 
designed to put the independent dealers out of business. They 
further assert in this connection that the major companies and 
wholesale jobbers, as well as the independent dealers themselves, 
lose money on their retail operations under a distribution margin of 
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only 1.7 cents, and that the holding of such a margin must be ex- 
plained as an effort to eliminate the competition of the independent 
dealers who are entirely dependent on the retail margin for their 
solvency and who cannot draw upon other sources of profit to offset 
losses suffered in retail distribution. 

The subcommittee is in the process of preparing its report and 
recommendations to the full committee on its investigation. 


IX. SOFT DRINK BOTTLING INDUSTRY 


More complaints about conditions in the soft drink bottling industry 

have been received by the Senate Select Committee on Small Business 
than about any other single industry. The complaints are not new 
ones, for the Small Business Committee of the Eightieth Congress, 
headed by Senator Kenneth Wherry, started an investigation of the 
soft drink industry in 1948 and sent out questionnaires to some 6,000 
bottlers to find the source of the difficulties in the bottling industry. 
Senator Wherry’s final recommendations of his Small Business Com- 
mittee stated that— 
a@ continuation of the soft drink investigation, commenced by the Senate Small 
Business Committee in the final months of its existence, should be one of the first 
items of business of any successor to the functions of the present Small Business 
Committee. 

The staff of the present Small Business Committee, at the direction 
of the chairman, Senator John Sparkman, acted upon Senator Wherry’s 
recommendation and undertook a survey of the soft drink industry. 
The conditions in this field were found to be far worse than they were 
in 1948 when the original investigation began. At present, two- 
thirds of the 6,500 bottlers are either losing money or barely managing 
to break even. The detailed reasons for this anomalous economic 
condition when the rest of the country is at the height of prosperity, 
are: First, most of them cannot ask more than the classic nickel for a 
soft drink and compete against bigger bottling companies which are 
subsidized by their parent organizations and thus able to absorb 
operating losses resulting from selling drinks at a nickel. Second, 
while prices are held at 5 cents for approximately half the bottlers, 
the costs for all the bottlers have gone up more than 100 percent. A 
bottler in 1940 could buy a glass bottle for 2 cents; now it costs more 
than 5 cents. A new delivery truck has increased from $800 to $1,600 
minimum, wooden crates from 37 cents to 78 cents, sugar from 4 
cents per pound to 8 cents and higher. If prices are frozen by the 
Economic Stabilization Administration, an estimated one-fourth to 
one-third of the bottlers will be forced to close up shop unless they are 
allowed some adjustment. 

Third, the deposit structure of the soft drink industry also puts the 
bottler on the losing side of the ledger; deposits are still 2 cents with 
replacement value of 5 cents. Thus for every unreturned bottle, the 
bottler loses 3 cents and on an average one bottle in every case of 24 
bottles is unreturned, so for every case sold, the bottler automatically 
drops 3 cents from his profit column. This 3 cents is often the differ- 
ence between going bankrupt and being able to stay in business. 

The Senate Small Business Committee is thus concerned with the 
plight of the small bottlers and plans to continue its investigation of 
the soft drink industry. 
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X. SURVEY OF COMMERCIAL RENTS 


Rent is one of the largest components in the cost of doing business. 

Your committee, in order to have a better understanding of the 
increase in the cost of doing business in the past 10 years, requested 
its staff to make a con ae commercial rents in six key cities. 

Questionnaires were sent only to those whose addresses in the tele- 
phone directory remained the same in 1940 and 1950. Approximately 
one listing in every eight remained at the same address. 

Of the 20,000 questionnaires sent out, some 11,000 were returned. 
Of these, well over half—58 percent—indicated they rented their 
business premises. These questionnaires were tabulated and the 
results are set forth in table f. 

Of the remainder, 29 percent indicated ownership of their business 
property and 2 percent had lease agreements involving a percentage 
of their gross. The remaining 21 percent were improperly filled out, 
covered less than the 10-year period requested, or were otherwise 
incomplete. 

In the six cities surveyed, the average increase in commercial rents 
was 78.5 percent while the average increase in residential rents in the 
United States was 26.3 percent, according to the Bureau of Labor 
Statistics. During the same 10-year period, the Nation-wide cost-of- 
living index increased 75.7. (See table IT.) 


TaBLE I.—Commercial rent survey, period covering 1940-50—Breakdown of survey 
returns indicating rents 


Reporting increases 




































Re- Re- 
port- | port- 20.1 40.1 80.1 | 100.1 | 150.1 | 200.1 300 
ing ing r- | $040 | to 60 to 100 | to 150 | to 200 | to 300 ,er- 
de- no ee per- | per- per- | per- | per- | per- ee 
creases change and cent | cent cent | cent | cent | cent oe d 
under in- in- in- in- in- in- over 
crease | crease | crease | crease | crease | crease | crease 
Phoenix, Ariz__._._--- 9.1 4.5 15.9 15.9 13.6 11.4 11.4 9.1 2.3 
Birmingham, Ala__.___| 9 5.1 2.8 6.5 9.3 13.1 19.5 11.6 8.4 2.3 
Boston, Mass Jodeci 1.5 11.4 9.6 20.9 18.8 10. 2 8.6 3.0 1.3 0 
Minneapolis, Minn___. 1.1 8.9 8.5 19.8 15.0 14.1 13.3 4.2 3.8 .4 
Los Angeles, Calif... 9 6.2 4.4 9.5) 14.6 16.5 | 17.4 7.7 6.3 1.6 
Denver, Colo_.._.....- 2 5.0 5.0 9.0} 15.0 14.6; 23.2} 10.0 4.3 me 


TaBie II.—Commercial rent survey, period covering 1940-50—Comparison of 
commercial rents and residential rent increases and cost-of-living increases 


Average rent 


increases Popula- 


Cost-of- | tion in- 
_ living crease 
Commer-| Residen- |!™¢reases * ae 
cial tial! 


PR, BIE. cnivewncatin teedivinin tedtanimneiilenebees 59.8 @) ® 61,2 
DEEN, SUIS. n.cid oun na wniegerchiges cok gbwanintiannwkedinseneun 99.2 61. 80.6 11.6 
ico bitin ins cchnablns hss hg cntdehabetodn ie abdats Obl 64.5 23.8 70.3 2.6 
PE winch wasn aninssitibiniaeh ain edinemwantaiiasd 69.8 29.5 72,4 5.1 
pT REET FS a AE Sees e ERC ey 89.2 39.5 69.8 30.1 
ROOT I icin bin od 6b nbd end se ntintwoedddnnn tek tiendea ddan 88. 2 43.1 78.3 28.1 
SE Gs nin bancankdnehscamguackeansdctatabipaouniipsban 78.5 26.3 75.7 14.5 


: oe Consumers Price Index, Bureau of Labor Statistics, revised figures. 
2 Ibid. 
3 Increases for residential rent and cost of living for Phoenix not available. 
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XI. NEWSPRINT 


Aware of the importance of the Nation’s smaller dailies, weeklies, 
and semiweeklies in the preservation of freedom of the press, your 
committee staff took cognizance of reported hardships being encoun- 
tered by smaller newspapers in obtaining supplies of newsprint, the 
sine qua non of continued existence. Data has been assembled on 
supplies, consumption, and related aspects of the over-all newsprint 
situation. There is the possibility that conditions may warrant hold- 
ing hearings on this subject should it seem that there may be wide- 
spread distress among small users of newsprint. 

It is acknowledged that most of the Nation’s small newspapers, 
numbering about 8,000 weeklies and semiweeklies, and some 750 
dailies buy their newsprint through wholesale paper distributors. 
These smaller papers require but 3 percent of total newsprint produc- 
= Most of the larger dailies have direct contract relations with 
mills. 

































Consumption 
| | | 
1950 1949 =| 1948 1947 
Tons | Tons | Tons Tons 
345,093 | 332,671 | 292, 534 | 266, 422 
333, 159 308,753 | 307, 967 258, 424 
396,923 | 366,887 | 338,337 302, 672 
403,801 | 368,945 | 342,572 297, 461 
401,922}  392,212| 348,823 | 302, 994 
376,482 | 349,944 | 237, 060 | 292, 664 
336,759 | 313,118 | 291,647 263, 698 
346,795 | 318,046 | 314,045 281, 102 
373, 788 356,528 | 337,196 299, 807 
420,786 | 399,262 | 381, 697 | 339, 286 
407,943 | 378,626 | 364,253 338, 012 
5) Sb 5e6 2. | 372,497 | 363, 698 322, 136 
Meshes 0 I 4, 257,489 | 4,009,829 | 3, 564,678 
Plus estimated 25 percent..............-............... | 1,237,654 | 1,271,717 | 1,130,977 1, 188, 226 
Totals of all consumption__._-.__- obbddutssoe') 5,381,105 | 5,529,206 | 5, 140, 806 4, 752, 904 
| i | 
Production (North America) 
Ly ; 4 reap 
1950 1949 1948 | 1947 
| Tons | Tons | Tons Tons 
iis bd eh cd. betes pk ee a Es 491, 286 | 496, 250 | 468, 214 470, 841 
February ; Sa eaee------| 468,346 | 475,548 430, 364 | 433, 807 
MOI ci oo cck 2c ae. secs ; ; 532, 206 534, 100 484, 361 472, 341 
Seen. 4... aoe cee ae ia ees | 505, 338 | 517, 907 | 490, 784 470, 812 
WE. fr sti tose Re ae 549,656 | 522.717|} 496,621| 486,399 
June... ... chi athbcbesd eattdiecditenbtctedeasves ; 529, 387 | 517, 460 490, 290 | 453, 031 
wae. : eed a | §23, 535 497,693 | 496, 990 479, 973 
August__.- 557, 325 525,778 | 497,993 480, 321 
September 522,143 | 485,779 480, 222 470, 167 
October. _- 545, 806 509, 001 511, 769 | 502, 874 
November. es 542, 823 508, 896 507, 615 461, 448 
December... _- Eek eae Chat toasieee ca 484, 726 495, 105 463, 704 
ed 5, 767,851 | 6,075, 855 | 5,850,328 | 5,645, 718 





Note.—Estimated total production for 1950 is 6,317,000 tons. 
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Prices.—The uniform action of the newsprint industry of an- 
nouncing ,in October and November a price increase of $6 a ton, 
bringing the cost of newsprint to $106 per ton, has occasioned con- 
siderable comment. In this regard, a typical comment received by 
the committee from a southern publisher of five weekly papers reads: 

* %* * JT deeply appreciate the fact that the Senate Small Business Com- 
mittee is investigating this problem. I suggest that your committee not only 


look into the matter of supply, but also into the matter of prices. I see no 
justification for the last increase in newsprint prices. 


The newsprint price reached a high of $112.60, New York basis, in 
1920. It then dropped to $40 in 1934-35. It climbed back to $50 
in 1938-42. Postwar increases to $84 in 1946, to $90 in 1947, to $96 
in late 1948, and $100 in mid-1949. 

One member of the industry ventured the opinion that the Canadian 
mills which set off the general price boost did so in an attempt to 
anticipate the possibility of price controls by the United States 
Government. 

Profits.—Although manufacturers of newsprint unanimously cited 
rising costs as the reason for their recent increase, the reported profit 
position of many paper mills reflects a very wholesome condition within 
the industry. For example: 

1. Crown Zellerbach Corp. increased its consolidated net income in 
the 6 months ended October 31 to $12,411,785 from $8,656,013 earned 
in the corresponding period a year ago. Net income equaled $4.01 a 
common share opposed to $2.77 for the same period of 1949. Sales 
totaled $105,589,017. 

2. Abitibi Power & Paper Co. reported net profit of $6,065,138 for 
the first 6 months of 1950, up $1,544,386 over the same period in 1949. 

3. Consolidated Paper Corp. for the first 6 months of 1950 reported 
a net profit of $5,933,552, an 11-percent increase over the same period 
a year ago. 

4. St. Lawrence Corp., Ltd., consolidated report for 9 months ended 
September 30 showed 1950 net profit as $4,999,914 as against $2,- 
511,161 for the first 9 months of 1949. 

The Southern Newspapers Publishers Association, on October 28, 
at its convention in White Sulphur Springs, W. Va., went on record 
as— 
protesting these (price) increases as apparently being unnecessary, as being 
immediately harmful to newspapers, as being eventually harmful to newsprint 
producers, as adding impetus to the inflationary spiral. 

Sources contacted by the committee within the trade were of the 
opinion that, while the supply of newsprint is undoubtedly “tight,”’ 
there had come to attention a relatively few more or less isolated 
instances of actual hardship. Representatives of the newsprint in- 
dustry seemed inclined to attribute the majority of current hardship 
cases to one or more of the following reasons: (1) lack of ordinary 
business prudence and foresight; (2) inadequate credit facilities; 
(3) recent changes in source of supply which created a “new customer”’ 
status, and (4) the desire, due to increased circulation and advertising 
resulting from the general high level of business activity, to increased 
press runs. 
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XII, COLOR TELEVISION 


Following the decision on color television by the Federal Communi- 
cations Commission in October of 1950, many complaints on it were 
received by the Senate Small Business Committee. As a result of 
requests from individual Senators, the staff of the committee was 
directed to undertake a full study and investigation, particularly 
with respect to the effect of the decision on small business. Although 
the committee investigation is now in progress, a brief review of the 
facts of the situation are included in this report. 

In May 1945, after a public hearing, the Federal Communications 
Commission issued a report on frequency allocations in which it 
allocated 13 channels (later reduced to 12), each 6 megacycles wide, 
for the commercial television-broadcast service. All of these channels 
were located in the ‘‘very high frequency” band (VHF), a portion of 
the radio spectrum below 300 megacycles. In this report the Com- 
mission recognized that 13 channels were inadequate to provide a 
Nation-wide, competitive system of television broadcasting and that 
additional space in the spectrum would be needed to accomplish this 
purpose. The report stated in part: 

As was pointed out in the proposed report, the Commission is still of the opinion 
that there is insufficient spectrum space available below 300 megacycles to make 
possible a truly Nation-wide and competitive television system. Such a system, 
if it is to be developed, must find its lodging higher up in the spectrum where 
more space exists and where color pictures and superior monochrome pictures can 
be developed through the use of wider channels. In order to make possible this 
development of television the Commission has made available the space between 
480 and 920 megacycles for experimental television. The time which may elapse 
before a system can be developed to operate on wider channels on these ultra- 
high frequencies is primarily dependent upon the resourcefulness of the industry 
in solving the technical problems that will be encountered. In this portion of the 
spectrum it is contemplated that the Commission will license the entire band be- 
tween 480 and 920 megacycles for experimental television and will not designate 
any particular channels. Applicants desiring to operate in this portion of the 


spectrum should consult with the chief engineer as to the exact frequency band 
they should utilize. [Italics added.] 


It will be noted that the Commission emphasized the inadequacy of 
the VHF allocation to television broadcasting; that the space between 
480 and 920 megacycles in the “ultra-high frequency” band (UHF), 
a portion of the spectrum above 300 megacycles, was set aside for 
black-and-white and color television experimentation; and that 
interested parties were urged to “undertake comprehensive and 
adequate experimentation in the upper portion of the spectrum.” 
In September 1946, Columbia Broadcasting System filed a petition 
requesting the Commission to authorize the operation of its color- 
television system in the UHF band on a commercial basis. The 
color-television system proposed by CBS in its 1946 petition required 
the use of channels 16 megacycles wide. Thus, the adoption of this 
proposal would have meant that the UHF band allocated to television 
experimentation would be limited to only 27 channels, all devoted to 
color television. In the course of the hearing held on the CBS petition, 
the Radio Corp. of America (RCA) demonstrated a color-television 
system which could be accommodated within a 12.5-megacycle band, 
but which was still in the laboratory stage. In its report of March 
18, 1947, the Commission decided to deny CBS’s petition on the 
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ground that its system, as then proposed, was not ready for commercial 
use. 

In September 1948, the Commission conducted another hearing to 
determine whether the UHF band 475-890 megacycles could be used 
for commercial black-and-white and color-television broadcasting. 
This portion of the spectrum had been set aside for television experi- 
mentation, and it was evident that any action restricting the band to 
the black-and-white service might well result in rendering homeless 
any future color-television service. Testimony presented in the hear- 
ing indicated that progress had been made in the development of a 
color-television system using 6-megacycle channels. 

During the above hearings three color-television systems were 
proposed to the Commission for adoption. Columbia Broadcasting 
System, Inc. (CBS), offered what is known as the “field sequential” 
system; Radio Corp. of America (RCA) offered a “dot sequential” 
system; and Color Television, Inc., offered a “line sequential” system. 

Under the Communications Act of 1934, as amended, the Commis- 
sion is required, among other things, to study new uses for radio, 
provide for experimental uses of the frequencies, and to generally 
encourage the larger and more effective use of radio in the public 
interest. In carrying out this statutory mandate, the Commission 
conducted extensive color-television hearings which began on Septem- 
ber 26, 1949, and which were concluded on May 26, 1950. At these 
hearings, demonstrations of proposed color systems were viewed by 
the Commission on eight separate occasions, and comprehensive and 
detailed proposed findings and conclusions submitted by the parties 
were given careful consideration. The Commission’s color decision 
was based on the record of these proceedings. 

The Commission issued its First Report of the Commission (Color- 
Television Issues) on September 1, 1950. On October 11, 1950, the 
Commission issued its Second Report of the Commission, and Order 
amending its engineering standards to provide for color-television 
broadcasting based on the field-sequential system, the system proposed 
by the Columbia Broadcasting System (CBS). 

In its First Report the Commission decided that “In order for a color 
system tobe considered eligible for adoption it must meet the following 
minimum criteria: 

(a) It must be capable of operating within a 6-megacycle channel-allocation 
structure. 

(b) It must be capable of producing a color picture which has a high quality 
of color fidelity, has adequate apparent definition, has good picture texture, and is 
not marred by such defects as misregistration, line crawl, jitter, or unduly promi- 
nent dot or other structure. 

(c) The color picture must be sufficiently bright so as to permit an adequate 
contrast range and so as to be capable of being viewed under normal home condi- 
tions without objectionable flicker. 

(d) It must be capable of operating through receiver apparatus that is simple 
to operate in the home, does not have critical registration or color controls, and is 
oo enough in price to be available to the great mass of the American purchasing 
P(e) It must be capable of operating through apparatus at the station that is 
technically within the competence of the type of trained personnel hired by a 
station owner who does not have an extensive research or engineering staff at his 
disposal and the costs of purchase operation, and maintenance of such equipment 
must not be so high as unduly to restrict the class of persons who can afford to 
operate a television station. 


(f) It must not be unduly susceptible to interference as compared with the 
present monochrome system. 
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(g) It must be capable of transmitting color programs over intercity relay 
facilities presently in existence or which may be developed in the foreseeable 
future. 

_ With respect to the CTI system, the Commission found it deficient 
in the following respects: 

(a) The quality of the color picture is not satisfactory. 

(b) There is serious degradation in quality of the black-and-white pictures 
which existing receivers get from CTI color transmissions. 


(c) The equipment utilized by the CTI system both at the receiver and station 
end is unduly complex. 


(d) Insufficient evidence was offered as to whether the system is not unduly 
susceptible to interference. 

The Commission found the RCA system deficient in the following 
respects: 

(a) The color fidelity of the RCA picture is not satisfactory. 

(b) The texture of the color picture is not satisfactory. 

(c) The receiving equipment utilized by the RCA system is exceedingly complex. 

(d) The equipment utilized at the station is exceedingly complex. 

(e) The RCA color system is much more susceptible to certain kinds of inter- 
ference than the present monochrome system or the CBS system. 

(f) There is not adequate assurance in the record that RCA color pictures can 
be transmitted over the 2.7-megacycle coaxial cable facilities. 

(g) The RCA system has not met the requirements of successful field testing. 

The report stated that the CBS system produces a color picture that 
is most satisfactory from the point of view of texture, color fidelity, 
and contrast. The receivers and station equipment are simple to 
operate, and receivers when produced on a mass-marketing basis 
should be within the economic reach of the great mass of purchasing 
public. The Commission further found that even with present equip- 
ment the CBS system can produce color pictures of sufficient bright- 
ness without objectionable flicker to be adequate for home use and that 
the evidence concerning long persistence phosphors shows that there 
is a specific method available for still further increasing brightness 
with no objectionable flicker. Finally, the Commission decided that 
while the CBS system has less geometric resolution than the present 
monochrome system the addition of color to the picture more than out- 
weighs the loss of geometric resolution so far as apparent definition is 
concerned. 

Two principal objections to the adoption of the CBS system were its 
lack of compatibility and the fact that it was limited to direct view 
tubes no larger than 12% inches in size. With respect to the first ob- 
jection, the only compatible systems demonstrated failed to meet the 
criteria. In an effort to make the satisfactory systems compatible, 
the result has been either an unsatisfactory system from the standpoint 
of color picture quality or a complex system, or both. The Com- 
mission concluded, therefore, that it should adopt the one satisfactory 
system demonstrated despite its incompatibility. The Commission 
concluded in paragraph 124 of its first report that— 

It would not be in the public interest to deprive 40,000,000 American families of 
color television in order to spare the owners of 7,000,000 sets the expense required 
for adaptation. 

With respect to the second objection, the Commission recognized in 
its First Report that the CBS system was at that time limited, as a 
practical matter, to direct-view tubes no larger than 12% inches in size. 
This limitation, however, is not a system limitation but rather a 
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problem of receiver apparatus. Direct-view tricolor receiving tubes 
without size limitations are now being worked upon by a number of 
companies, and the expert witnesses at the above hearings agreed 
that such tubes if successfully developed could be utilized on the 
field-sequential system. 

In taking the above course of action, the Commission had to face 
the problem of how to reap the benefits of color television with the 
least possible transitional dislocation. No color system was proposed 
which would enable existing receivers to receive color pictures without 
the additional cost of conversion. No workable converter for the 
RCA or CTI system was demonstrated, and the dislocation attendant 
upon the reception in color of dot- or line-sequential transmissions 
would, therefore, have been greater than for the field-sequential 
sy stem which permits such conversion at a reasonable cost. More- 
over, practical converters for this later system were demonstrated to 
the Commission. 

The Commission nevertheless considered the whole problem of 
compatibility (and receiver dislocation). As pointed out in pasaexaph 
124 of the First Report, the receiver aspect of compatibility is 
temporary problem which will decrease progressively each year; that, 
based on an assumption of 7,000,000 sets in the hands of the public 
at that time, the problem of compatibility would be diluted each year, 
depending on the annual rate of production; that, if sets were manu- 
factured at the then rate of production, then 1 year after the adoption 
of an incompatible system approximately 40 percent of the receivers 
in the hands of the public should be capable of receiving these signals 
without any change; and that that percentage would become larger 
each year. 

There are other factors which would also contribute to a reductior 
of the dislocation attendant upon the adoption of incompatible color 
standards. These factors are the probable continuance of some 
black-and-white telecasts, which will avert the immediate obsolescence 
of present receivers; the purchase of new sets built to receive color by 
those who do not now own sets; and, finally, the inevitable replacement 
of old receivers. Thus, the passage of time, coupled with these factors, 
would obviously serve to dilute the problem of existing incompatible 
receivers. 

Intimately connected with the foregoing problem of incompatibility 
and receiver dislocation was also the question whether a decision 
regarding color television should be further postponed in order to 
obtain additional information with respect to several technical im- 
provements in the art. But delay would have prolonged an extended 
proceeding and, in addition, would have magnified the compatibility 
problem. Since the field-sequential system was satisfactory, and in 
view of the fact that no satisfactory compatible system had been 
demonstrated, the Commission decided that a final decision would 
be postponed only if that could be done without aggravating the com- 
patibility situation. Accordingly, “bracket standards” were sug- 
gested and the television-manufacturing industry was asked whether 
it could and would build future television receivers capable of operat- 
ing within brackets so as to receive field-sequential color transmissions 
in black and white in addition to the black-and-white transmissions 
presently received. It is significant to note that the manufacturers 
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who responded—and they represented the greatest part of the manu- 
facturing capacity of the television industry—indicated that they 
were unable or unwilling to meet the requirements as to brackets as 
set forth in the First Report. Nor was any other method suggested 
whereby the status quo on incompatibility could have been main- 
tained. The Commission, on October 11, 1950, issued a Second Re- 
port and simultaneously therewith issued an order amending its 
Standards of Good Engineering Practice Concerning Television 
Broadcast Stations, so as to provide for color television. 

On October 4, 1950, RCA filed a petition requesting the Commission 
(a) during the period December 5, 1950, to January 5, 1951, to review 
the improvements made in the performance of the RCA system, and 
(b) during the period to June 30, 1951, to review experimental broad- 
casts of color signals under the RC A, Cc BS, CTI, and other systems, 
before making a final determination in respect of color standards. 
This request to review the claimed improvements and to view experi- 
mental broadcasts could not properly be granted without reopening 
the record. The Commission denied the petition of RCA 

Moreover, in its second report the Commission indicated that its 
action in adopting the CBS system did not foreclose the possibility 


of adopting another color system at a future date. It stated in that 
report: 


17. It is therefore contemplated that interested persons may conduct experi- 
mentation in accordance with experimental rules not only as to color television 
but as to all phases of television broadcasting. Of course, any person conducting 
such experimentation should realize that any new color system that is developed 
for utilization on regular television channels must meet the minimum criteria 
for a color-television system set forth in our First Report. In addition, any such 
system that is developed or any improvement that results from the experimenta- 
tion might face the problem of being incompatible with the present monochrome 
system or the color system we are adopting today. In that event, the new 
color system or other improvement will have to sustain the burden of showing 
that the improvement which results is substantial enough to be worth while 
when compared to the amount of dislocation involved to receivers then in the 
hands of the public. 


RCA and others brought an action in the Federal court in Chicago 
on October 17, 1950, to enjoin and set aside the Commission’s order 
of October 11, 1950, adopting standards for the transmission of color 
television. A three-judge court was convened and oral argument 
heard on November 14, 15, and 16, 1950. The court upheld the 
Commission on December 22, 1950, by a 2-to-1 vote, but ruled that 
the temporary restraining order previously granted the plaintiffs 
was to remain in effect until April 1, 1951, or until dissolved by the 
Supreme Court. 

Although standards for color transmissions have been adopted, this 
does not close the chances of a new and improved system being con- 
sidered, in accordance with the procedure set forth in the Commis- 
sion’s reports. Nor does the adoption of the CBS color system make 
present sets obsolete. Adapters and converters built into television 
sets at the time of manufacture are cheaper and give better service 
than external adapters and converters. However, existing sets 
with no changes made on them will continue to be able to receive 
programs broadcast in accordance with black-and-white standards, 
and these programs are expected to be transmitted for at least several 
years, in view of the present crisis. 
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XIII. CONSUMER CREDIT CONTROLS 


The effects on small business of regulation W, the consumer credit 
controls reactivated by the Federal Reserve Board on September 18, 
1950, has been followed with interest by your committee. The staff 
has been maintaining a close check on the effects of these credit con- 
trols on smaller, independent retailers. 

It is the belief of your committee staff that these controls on con- 
sumer credit may have been premature. While automobile and, to a 
lesser extent, television production remained at a high level, the 
ability of consumers, especially those representing the mass market, 
have been seriously curtailed. Spot surveys of potential buyers who 
were forced out of the market indicate that many will save until they 
are in a position to shoulder the heavier financing burden. There is 
a reasonable expectation that the demand for automobiles and tele- 
vision sets will take an upswing next spring at the very time that 
shortages will in all probability curtail production. 

It is debatable whether it would not have been wiser to exhaust 
this demand at a time when there was available production, rather 
than to postpone it until production is cut and the inflationary effect 
of purchases will be greater. 

Seteitadioe consumer installment credit declined an estimated 74 
million dollars in November to a total of 13,319 million at the end of 
the month. An 85-million-dollar increase in noninstallment consumer 
credit, however, offset the decline in installment credit. The result 
was that total outstanding consumer credit at the end of November 
was estimated at 19,412 million dollars, which was just about at the 
same level as at the end of October. 


XIV. MANPOWER 


Since Korea, with rapidly expanding armed forces and industry’s 
conversion to defense mobilization, the problems of manpower have 
been in a continual state of flux. The Pentagon all fall has been 
constantly revising its figures on manpower needs for the armed serv- 
ices along with the current tides of success in Korea, retreats in Korea, 
and the increasing danger of possible full-scale war. Small business 
throughout the Nation has already felt these dislocations of manpower. 
To keep informed of the manpower situation, acting chairman of the 
Senate Small Business Committee Ernest W. McFarland appointed 
Senator William Benton as chairman of a Subcommittee on Manpower 
with Senators Russell B. Long and Andrew F. Schoeppel members of 
the Manpower Subcommittee. 

Concerning manpower, President Truman, in his December 15 
speech to the Nation, announced that the Armed Forces will be built 
up to 3,500,000 men by the summer of 1951 compared with our 592,000- 
man Army last June. The Pentagon until recently has been conserva- 
tive in calling men for the armed services, feeling it unwise to keep 
men in arms in excess of emergency needs, thus sapping our industrial 
manpower. The armed services also no longer have the training 
facilities for the large numbers inducted during World War II. The 
Air Corps, during the first week of January, had to turn down Air 
Corps vabuanedhd bovnies of excess enlistments and no training facili- 
ties. It is the opinion of 18 economic experts at Harvard Business 
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School that after we rebuild Army facilities, our industrial capacity can 
support an Army of 6,000,000 men over a sustained period without peril 
to our economy. These economists feel that the Kremlin calculates 
that our economy will inevitably crack under the strain of a long period 
of semimobilization, but with good leadership, it need not, they say. 

The major confusion and complaint of inducting men into the 
armed services has not been concerned with the policy on drafting 
19- to 25-year-olds, but upon calling up the Reserves. Since Korea, 
more than 500,000 reservists have gone back into uniform, including 
the federalization of National Guard units. In many cases these 
reservists did not have time to arrange their affairs and had to leave 
almost immediately. Usually 4 months’ notice is given before reserv- 
ists are required to report to active duty, but last fall when the military 
met with reverses and needed trained men in a hurry, some reservists 
were called up without advance notice. 

The Small Business Committee has received other complaints that 
the calling up of Reserves has been, in many instances, plainly unfair. 
Many men in the Reserves, for instance, have families and dependents, 
are going to school or have just started their own businesses. In 
contrast, draftees are deferred if they are veterans, fathers, and in 
many cases are allowed to finish school before being called up. The 
Senate Armed Services Subcommittee on Reservists is currently con- 
ducting hearings on the inequities due to lack of a fixed mobilization 
policy. Some consistent policy of inducting manpower into the armed 
services might well be instituted to take the burden off the veterans of 
World War II. The Pentagon has announced that it will ask Con- 
gress to lower the draft to 18 years of age, extend the term of service 
from 21 to 27 months, and perhaps draft physically handicapped 
men who can learn some vital skill for the Army. 

Small business, in regard to the remaining civilian manpower, has 
not fared well. In addition to having workers called into the armed 
services, small companies have had trouble keeping their skilled labor. 
Even when the labor supply is plentiful, small business is known to 
be the training ground for acquiring skills—the spot where an appren- 
tice often receives his first training and when he is in the position of a 
highly skilled technician, leaves the small business for a larger one 
where he receives a higher salary plus all the additional securities of 
pension plans, escalator clauses, profit sharing, etc. Whenever the 
labor force becomes short, small business is the first to feel the pinch 
and since Korea, small business has lost much of its valuable manpower. 
Compounding the difficulties of manpower drifting to larger companies 
or being called into the armed services, small businesses often have to 
lay off their workers because of shortages of materials. When, 
finally, the small producer is integrated into the defense effort, thereby 
obtaining the necessary supplies, he often finds that his key personnel 
has left him for larger concerns. 

“Voluntary controls” of manpower for early use in 1951 are now 
being op mage In September 1950 an Executive order gave Secre- 
tary of Labor Maurice Tobin the responsibility for manpower policies. 
Some weeks ago Tobin announced that he was setting up an Office of 
Defense Manpower, and early in December, Tobin’s “‘Inter-Depart- 
mental Committee on Defense Manpower,” made up of representatives 
of the Departments of Agriculture, Commerce, Defense, and Interior, 
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Selective Service, Government housing and transportation agencies, 
set up 13 regional manpower committees and from 20 to 25 local 
committees in key industrial areas. The manpower plan, a system 
much like its World War II prototype, is that the Government will 
ask the employers to do all their hiring through some 1,800 State 
employment service offices which can recruit needed workers locally 
or through State-wide or regional clearance systems. A priority 
system will probably be worked out whereby defense producers have 
the first call on available labor. Under this system employers will 
not be able to shop around extensively for their own labor and if 
they are uncooperative about “hoarding” labor, the Government 
can stop the allocations of raw materials to these companies. Such 
a system of manpower distribution holds little comfort for those en- 

aged in nonessential civilian activity or trying to struggle along with 
intermittent war subcontracts. This is a problem which small busi- 
ness must prepare itself to face. 


O 
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AMENDING SECTION 215 OF TITLE 18 OF THE UNITED 
STATES CODE 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany 8. 15] 


The Committee on the Judiciary, to which was referred the bill 
(S. 15) to amend section 215 of title 18 of the United States Code, 
having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to make it an offense for 
an individual or a private employment agency to solicit or accept 
fees for referring persons for employment by the United States. 


HISTORY OF THIS LEGISLATION 


Legislation to accomplish the end desired in this bill has been pend- 
ing before the past several Congresses. In the Seventy-ninth Con- 
gress, S. 1714 passed the Senate unanimously on April 12, 1946. In 
the Eightieth Congress, S. 22 passed the Senate unanimously on Janu- 
ary 27, 1947. In the Eighty-first Congress, S. 15 passed the Senate 
unanimously on February 8, 1949. The subject matter of each of 
these bills was identical (except for necessary technical change) with 
this bill. 

STATEMENT 


Under existing law it is a criminal offense for anyone to solicit or 
receive any money or thing of value for promising to sup port or to use 
influence in behalf of an applicant for a position under the Government 
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of the United States. In the past, private employment agencies have 
solicited and received fees for submitting the names of prospective 
employees to an appointing officer of the Government. Enactment of 
this proposed bill will make certain that the acceptance or soliciting of 
such fee by a private employment agency is illegal. The mere state- 
ment of the proposition shows the fallacy of permitting persons em- 
ployed by the Government to be charged any fee for the mere act of 
submitting his or her name. A more detailed justification for the 
enactment of the bill will be found in the letter of December 14, 1945, 
from the United States Civil Service Commission to Senator McKellar, 
who was, at that time, President pro tempore of the Senate. Such 
letter is hereto attached and made a part of this report. 


Unitep States Civit Service Commission, 
Washington 25, D. C., December 14, 1945. 
Hon. Kenneta McKELLar, 
President pro tempore of the Senate, 
United States Senate, Washington, D. C. 

Dear Mr. McKetuiar: The Civil Service Commission desires to submit for 
your consideration a draft of a proposed bill amending the act of December 11, 
1926 (44 Stat. 918), which is an act designed to prohibit the purchase and sale of 
public office. The Commission’s proposed bill would make it an offense for a 
private employment agency to solicit or accept fees for referring persons for 
employment by the Government of the United States. 

Under existing law it is a criminal offense punishable by imprisonment for 
not more than 1 year, or a fine of not more than $1,000, or both, for anyone to 
solicit or receive any sum of money or thing of value for promising to support or 
to influence in behalf of an applicant for a Government position (18 U. 8. C. 149, 
150, 151). It is doubtful, however, whether the terms of any of these laws are 
such as to make it unlawful for a private employment agency to solicit or receive 
a fee for submitting the names of clients to an appointing officer of the Govern- 
ment. An enactment of the proposed bill would eliminate this doubt by ex- 
pressly providing that such practices are unlawful. 

The Commission in recent years has received a number of complaints with 
respect to the practices of charging of fees by private or commercial employment 
agencies for referrals to Federal positions. Government agencies and the em- 
ployees concerned feel that Government employees should not be required to pay 
any fee for securing Federal employment. Under some contracts with private 
employment agencies the employees are required to pay a stipulated fee upon 
placement irrespective of whether the private agency actually assists in making 
such placement. Although most Government agencies believe that citizens 
should not pay a fee for securing Federal employment, they are placed in an 
embarrassing position when private employment agencies complain of nonpay- 
ment under a contract because the agencies have already circularized their em- 
ployees regarding the necessity of paying debts and obligations. 

Your attention is invited to the following statutes, which are in a way involved 
in this situation: 

“Section 1. That each individual hereafter appointed as a civil officer of the 
United States by the President, by and with the advice and consent of the Senate, 
or by the President alone, or by a court of law, or by the head of a department, 
shall, within thirty days after the effective date of his appointment, file with the 
Comptroller General of the United States an affidavit stating that neither he nor 
anyone acting in his behalf has given, transferred, promised, or paid any considera- 
tion for or in the expectation or hope of receiving assistance in securing such 
appointment (44 Stat. 918, December 11, 1926, as amended March 2, 1927, 
44 Stat. 1346).” 

“Sec. 1. That it shall be unlawful to pay or offer or promise to pay any sum 
of money, or any other thing of value, to any person, firm, or corporation in con- 
sideration of the use or promise to use any influence, whatsoever, to procure any 
appointive office under the Government of the United States for any person 
whatsoever. Y 

“Sec. 2. It shall be unlawful to solicit or receive from anyone whatsoever, 
either as a political contribution, or for personal emolument, any sum of money 
or thing of value, whatsoever, in consideration of the promise of support, or use 
of influence, or for the support or influence of the payee, in behalf of the person 
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paying the money, or any other person, in obtaining any appointive office under 
the Government of the United States. 

“Sec. 3. Anyone convicted of violating this act shall be punished by imprison- 
ment of not more than one year, or by a fine of not more than $1,000, or by both 
such fine and imprisonment. 

“Sec. 4. All Acts and parts of Acts inconsistent herewith are hereby repealed”’ 
(44 Stat. 918, December 11, 1926; U.S. C., Title 18, Sees. 149, 150, 151. 

The act of March 2, 1927, is applicable only to officers as distinguished from 
employees. It is doubtful that this statute can be construed as prohibiting 
the payment of a fee to a private employment agency by an employee whose 
name had been submitted to the appointing officer by such agency. If the 
private employment agency does not attempt to use “influence” in behalf of the 
person whose name they have referred, it is doubtful that the act of December 11 
1926, prohibits the payment of any fee stipulated in the agency’s contract. We 
are unable to find any statute which specifically prohibits a Government agency 
from utilizing the services of a private employment agency in securing personnel 
or any statute which prohibits a private employment agency from accepting a fee 
from persons whom it assists in securing Federal employment. Of course, in 
both instances the Commission feels that the practices are contrary to public 

olicy. 

The Commission is of the opinion that legislation to correct the present fee- 
charging practices of private employment agencies in securing Federal employ- 
ment is very desirable and would definitely be in the public interest. During the 
war there was a great opportunity for private employment agencies to collect 
fees from persons receiving Federal employment because of the large number of 
persons employed in the war program. With this in mind the Commission in 
1942 brought this matter to the attention of Congress. A bill, H. R. 1209, 
Seventy-eighth Congress, first session, was actually introduced. 
unfortunately, this bill was never enacted as law. 

In the final analysis the practice of private employment agencies charging fees 
for Government employment is even more undesirable in peacetime, when jobs 
are scarce and many veterans are seeking placement in the Federal service. This 
would be especially true in the case of recently discharged veterans and doubly 
true in the case of those discharged veterans who, by reason of their youth at 
the time of their entry in the Armed Forces, had not previously held positions and 
thus are extremely interested in securing employment. 

There is no question that the public is justified in criticizing the practices of 
these fee-charging agencies as they now exist. Inasmuch as there is already a 
statute designed to prohibit the purchase and sale of public office (act of December 
11, 1926, 44 Stat. 918) the Commission believes that the most appropriate method 
of prohibiting the acceptance of fees by private employment agencies for referral 
to Government positions is the enactment of an amendment to this statute. 
Accordingly, there is attached hereto for your consideration a draft of a proposed 
bill amending section 2 of the act of December 11, 1926. The Commission 
requests that the proposed bill be referred to the appropriate committee for 
consideration. 

The Commission has already referred this matter to the Director of the Bureau 
of the Budget and has been advised that there is no objection to the submission 
of this proposal to the present Congress. 

Very respectfully, 


However, 


Harry B. MircHe.., President. 


At the request of a previous committee considering similar legisla- 
tion the Attorney General in the following letter dated February 19, 
1946, presented his views and recommendation: 


OFFICE OF THE ATTORNEY: GENERAL, 


Washington, D. C., February 19, 1946. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for my views relative 
to a bill (8S. 1714) to amend the act entitled ‘“‘An act to prevent purchase and 
sale of public office,”” approved December 11, 1926 (44 Stat. 918). 

Existing law makes it an offense to pay or offer or promise to pay for the use 
of influence in procuring an appointive office under the Government of the United 
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States, or to solicit or receive compensation for the use of influence or support in 
obtaining such appointive office (18 U. 8. C. 149-151). 

The bill under consideration would amend the existing law by the addition of 
a subsection prohibiting persons, firms, or corporations from receiving compensa- 
tion for aiding or assisting any person to obtain appointive office or employment 
under the United States Government either by referral of such persons name to 
any Department or establishment of the Government of the United States, or 
otherwise. It would also broaden prohibitions of the existing law by making it 
an offense to exact a fee from any person because such person has obtained 
Federal employment. 

Further, under the proposed language, the solicitation or receipt of compensa- 
tion, either on behalf of the solicitor or another, would be prohibited, whereas the 
existing law merely prohibits the solicitation or receipt of compensation, either as 
a political contribution or personal emolument on behalf of the solicitor himself. 

The objectives of‘the measure appear desirable and the enactment of the bill 
would facilitate the enforcement of the present statute. 

I find no objection to the enactment of the measure. 

I have been advised by the Director of the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Tom C. Ciark, Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Sec. 215. AccEPTANCE OR SOLICITATION TO OBTAIN APPOINTIVE PUBLIC OFFICE. 


Whoever solicits or receives, either as a political contribution, or for personal 
emolument, any money or thing of value, in consideration of the promise of support 
or use of influence in obtaining for any person any appointive office or place under 
the United States, shall be fined not more than $1,000 or imprisoned not more 
than one year, or both. 

Whoever solicits or receives any money or thing of value in consideration of aiding 
any person to obtain any appointive office or place under the United States either by 
referring his name to any executive department, agency, or independent establishment 
of the United States for consideration, or otherwise, or by requiring the payment 
of a fee from any person because such person has secured any appointive office or 
place under the United States shall be fined not more than $1,000, or imprisoned not 
more than one year, or both. 

O 
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AMENDING TITLE 18 OF THE UNITED STATES CODE 
RELATING TO THE MAILING OF OBSCENE MATTER 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


tEPORT 
[To accompany S. 34] 


The Committee on the Judiciary, to which was referred the bill 
(S. 34) to amend title 18 of the United States Code, relating to the 
mailing of obscene matter, having considered the same, reports favor- 
ably thereon without amendment and recommends that the bill do 
pass. 


PURPOSE 


The purpose of the proposed legislation is to amend section 1461 
of the Criminal Code by repealing the sentence, ‘‘Every letter, packet, 
or package, or other mail matter containing any filthy, vile, or in- 
decent thing, device, or substance; and’”’ and substitute therefor the 
following: “Every obscene, lewd, lascivious, indecent, filthy or vile 
article, matter, thing, device, or substance; and’’. 


HISTORY OF THIS LEGISLATION 


S. 3800 of the Eighty-first Congress in a form identical to this bill 
passed the Senate on July 26, 1950. 


STATEMENT 


The purpose of the bill is to enlarge section 1461 of title 18, United 
States Code, so as to include within the prohibition of said section all 
matter of obscene nature, whether or not said matter had fallen within 
the more restricted definition contained in the statute. It is believed 
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that the intent of the law is, and properly should be, to strike at all 
obscene matter. Therefore, the committee is of the opinion that the 
definition of prohibited matter should be enlarged as herein proposed 


so as to include all items whether or not specifically heretofore 
described. 

Attached hereto and made a part of this report is a letter of June 
7, 1950, to the Vice President of the United States from Postmaster 
General Jesse M. Donaldson, advocating this legislation. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., June 7, 1950. 


’ 


The Vice PRESIDENT, 
United States Senate. 

Dear Mr. Vice Presipent: There is submitted herewith, for consideration 
by the Congress, a draft proposal of legislation to amend title 18, United States 
Code, relating to the mailing of obscene matter. 

A recent prosecution under the provisions of section 1462 of title 18, United 
States Code, has demonstrated the desirability of amending this statute in order 
to eliminate doubt as to its applicability over the depositing in interstate com- 
merce of certain obscene matters not presently enumerated therein. In the case 
of Alpers v. United States (175 Fed. 2d 137), the United States Court of Appeals, 
in reversing the conviction of the defendant in the district court for depositing 
obscene phonograph records with an express company for carriage in interstate 
commerce, held that since phonograph records are not specifically enumerated in 
the statute, the depositing of such articles for carriage in interstate commerce 
even when of an obscene, lewd, lascivious, or filthy character does not constitute 
a violation of the statute. In arriving at this conclusion, the court of appeals 
pointed out that had Congress intended the statute to be all-inclusive, it very 
readily could have eliminated mention of the special classes covered bv the statute 
and employed the general words ‘‘any obscene or indecent matter.” 

The decision of the court of appeals was reversed by the Supreme Court of the 
United States on February 6, 1950 (U.S. v. Alpers, No. 217) by a split decision 
of 5 to 3, the majority holding that ‘‘the portion of the statute here in issue does 
prescribe the dissemination of matter which, in its essential nature, communicates 
obscene ideas. We are clear, therefore, that obscene phonograph records are 
within the meaning of the act.’ 

A bill (S. 2811) to amend section 1462, title 18, United States Code, to include 
filthy phonograph records, and the like, has been reported by the Senate Committee 
on the Judiciary. In Report No. 1305, to accompany 8. 2811, the committee 
referred to the decision in the Alpers case, and stated: 

“The fact that the lower court ruled one way, the Supreme Court sustained 
their view by a split decision of 5 to 3, and the intermediate court (the court of 
appeals) took the opposite view, clearly points up the fact that there is substan- 
tial and responsible difference of opinion on this matter 

“The committee feel that no one can contend that obscene and indecent records 
or sound transcriptions should be permitted in interstate commerce and as long 
as there is any reasonable question in the mind of anyone that such prohibition 
exists, such doubt should be removed by the passage of this bill.’’ 

The comments of Senate Committee Report No. 1305 with respect to the need 
tor amending section 1462 of title 18, United States Code, have equal applicability 
to the necessity for amending section 1461 of the same title, relating to the mailing 
of obscene matter. 

It is believed that the draft proposal of legislation submitted herewith under 
which it is proposed to substitute general words for the special classes now cov- 
ered by the statute, will be inclusive enough to cover phonograph records, and 
any other matter of obscene nature, and at the same time include everything 
now covered by the statutes. 

The Congressional Record reveals that bills 8. 2811 and H. R. 6622 are designed 
to amend section 1462 of title 18, United States Code, so as to make it unlawful 
to deposit with an express company or other common carrier for carriage in inter- 
state commerce obscene, lewd, lascivious, or filthy articles or things capable of 
producing sound. These bills to amend section 1462, however, merely add one 
more special class of material to the present law. It is obscene matter which the 
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Congress seeks to prohibit whether it be photographs or phonogyaph records or 
some other article or thing not yet described. It is believed that the proposal 
submitted herewith will accomplish this objective. 

This Department has been advised by the Bureau of the Budget that there 


would be no objection to the presentation of this draft bill to the Congress for 
its consideration. 


Sincerely yours, 
J. M. DoNALDSON, 
Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 1461. MAILING OBSCENE OR CRIME-INCITING MATTER.—[Every obscene, 
lewd, lascivious, or filthy book, pamphlet, picture, paper, letter, writing, print, 
or other publication of an indecent character; and—] 

Every obscene, lewd, lascivious, indecent, filthy or vile article, matter, thing, device, 
or substance; and 

Every article or thing designed, adapted, or intended for preventing conception 
or producing abortion, or for any indecent or immoral use; and 

Every article, instrument, substance, drug, medicine, or thing which is adver- 
tised or described in a manner calculated to lead another to use or apply it for 
preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Every written or printed card, letter, circular, book, pamphlet, advertisement, 
or notice of any kind giving information, directly or indirectly, where, or how, 
or from whom, or by what means any of such mentioned matters, articles, or things 
may be obtained or made, or where or by whom any act or operation of any kind 
for the procuring or producing of abortion will be done or performed, or how or 
by what means conception may be prevented or abortion produced, whether 
sealed or unsealed; and 

(Every letter, packet, or package, or other mail matter containing any filthy, 
vile, or indecent thing, device, or substance; and] 

Every paper, writing, advertisement, or representation that any article, in- 
strument, substance, drug, medicine, or thing may, or can, be used or applied 
for preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Every description calculated to induce or incite a person to so use or apply 
any such article, instrument, substance, drug, medicine, or thing— 

s declared to be nonmailable matter and shall not be conveyed in the mails 
or delivered from any post office or by any letter carrier. 

Whoever knowingly deposits for mailing or delivery, anything declared by this 
section to be nonmailable, or knowingly takes the same from the mails for the 
purpose of circulating or disposing thereof, or of aiding in the circulation or 
disposition thereof, shall be fined not more than $5,000 or imprisoned not more 
than 5 years, or both. 

The term “indecent’’, as used in this section includes matter of a character 
tending to incite arson, murder, or assassination. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 35] 


The Committee on the Judiciary, to which was referred the bill 
(S. 35) to provide for the appointment of deputy United States mar- 
shals without regard to the provisions of the civil-service laws and 
regulations, having considered the same, reports favorably thereon, 
without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend section 542 of 
title 28, United States Code, so as to allow a United States marshal to 
appoint deputies with the approval of the Attorney General without 
regard to the provisions of the civil-service laws and regulations and 
to further provide for their removal with the approval of the Attorney 
General. Section 2 of the bill is to bring deputy marshals in office on 
the date of enactment of this bill under the provisions thereof. 


STATEMENT 


S. 35 is the same as S. 3993 of the Eighty-first Congress. S. 3993 
was reported by the Committee on the Judiciary, United States Sen- 
ate, and unanimously passed the Senate on August 23, 1950. The 
facts relative to the bill are contained in extracts from Senate Report 
2287, Eighty-first Congress, second session, which are attached and 
made a part of this report. 
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By the act of November 26, 1940, 54 Stat. 1211, the President was given broad 
authority to cover positions in the executive departments and agencies into the 
classified civil service. Section 1 of the act (5 U. S. C., Sec. 631 (a)), provides: 

“Notwithstanding any provisions of law to the contrary, the President is 
authorized by Executive order to cover into the classified civil service any offices 
or positions in or under an executive department, independent establishment, or 
other agency of the Government: Provided, That in the case of any federally 
owned and controlled corporation organized under the laws of any State, Terri- 
tory, or possession of the United States, or the District of Columbia, the Presi- 
dent is authorized to direct that such action be taken as will permit appoint- 
ments to offices or positions in any such corporation to be made in accordance 
with the civil-service laws, consistently with the laws of any such State, Terri- 
tory, or possession, or the District of Columbia, or with the charter or articles 
of incorporation of any such corporation: Provided further, That the provisions 
of this section shall not apply to offices or positions in the Tennessee Valley 
Authority or to any positions in the Work Projects Administration or to any 
position to which appointments are made by the President by and with the 
advice and consent of the Senate, or to positions of assistant United States dis- 
trict attorneys.” 

Thereafter, deputy marshals among others were apparently regarded as within 
the classified civil service. It will be noted that the above section definitely excepts 
the positions of assistant United States district attorneys. 

The office of the United States attorney and the office of United States marshal, 
while in the executive branch of the Government, work closely in conjunction 
with the Federal juciciary. It might be said that, while the office of the United 
States attorney and the office of the United States marshal perform different 
functions, in other respects, they are of a similar nature. The United States 
attorney, as well as the United States marshal, is appointed by the President by 
and with the advice and consent of the Senate and is responsible for the conduct 
of the respective offices. The above section, as noted, specifically excepts an 
assistant to a United States attornev from the provisions of the Civil Service Act 
and apparently does so for the reason that the United States attorney, in whom 
the President and Senate have revosec confidenee, should be able to choose, 
without regard to civil service regulations, such assistants as he may deem fit and 
proper for the position. Inasmuch as the United States attorney is solely respons- 
ible for the conduct of his office, such authority is believed proper. 

As stated before, the office of the United States marshal is, in most respects, 
similar to that of the United States attorney, and, since the President and the 
Senate repose the same confidence in the United States marshal as is given to a 
United States attorney, the committee does not see whv there should be any 
variance in the manner of appointment of deputies to the United States marshals. 

After consideration the committee is of the opinion that the bill S. 3993 1s 
meritorious and recommend that the same be given favorable consideration. 

Attached hereto and made a part hereof is a memorandum from the Legislative 
Reference Service, dated July 27, 1950, dealing with the general history of appoint- 
ments of deputy United States marshals. 


THe Liprary Or CONGRESS, 
Washington 25, D. C., July 27, 1950. 
To: Hon. Pat McCarran. 
From: American Law Section, Legislative Reference Service. 
Subject: Status of deputy marshals under civil service and draft of a bill removing 
them therefrom. 

The first inquiry is for a statement showing how deputy United States marshals 
came to be placed under civil service. 

In 39 Opinion Attorney General 115 (1937), the Attorney General was asked 
whether deputy marshals were within the phrase ‘officers and employees of any 
of the courts of the United States’ as contained in the act of July 13, 1937 (50 
Stat. 512). The Attorney General, after noting that In re Neagle (1890) (135 
U. S. 1, 63), held that deputy marshals are within the executive branch of the 
government, said: 

“T have found nothing to indicate that the Congress has regarded the United 
States attorneys or marshals or their subordinates as within the judicial branch. 
On the contrary, both the Congress and the Executive heretofore have evidenced 
acceptance of the view that such officers and employees are in the executive branch. 
The President, acting under authority conferred upon him by the civil service laws, 
long since extended those laws to ‘all officers and employees in the executive civil 
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service of the United States,’ with specified exceptions, expressly including under 
‘Department of Justice’ positions in the offices of United States marshals and 
United States attorneys—and the Congress has acquiesced in this executive action, 
although enlarging the group of ‘excepted positions’ in the offices - United States 
marshals through providing in the act of October 22, 1913, (c. 32, 38 Stat. 208 
(U. 8. C., title 5, see. 639)), that deputy marshals required to give bond may be 
appointed without regard to the civil service laws (27 Op. A. G. 95; 34 Op. A. G 
192; 35 Op. A. G. 413; Civil Service Rules, Rule II and Sche dule A).’ 

The statute referred to by the Attorney General (5 U. 8S. C. see. 639), 
provides as follows: 

‘‘* * * Any deputy collector of internal revenue or deputy marshal who 
may be required by law or by authority or direction of the collector of internal 
revenue or the United States marshal to execute a bond to the collector of in- 
ternal revenue or United States marshal to secure faithful performance of official 
duty may be appointed by the said collector or marshal, who may require such 
bond without regard to the provisions of an Act of Congress, entitled ry Act to 
regulate and improve the civil service of the United States,’ approved January 
sixteenth, eighteen hundred and eighty-three, and amendments thereto, or any 
rule or regulation made in pursuance thereof, and the officer requiring said bond 
shall have power to revoke the appointment of any subordinate officer or employee 
and appoint his successor at his discretion without regard to the Act, amendments, 
rules, or regulations aforesaid.” 

Prior to the passage of this statutory provision on October 22, 1913, the status 
of deputy marshals under the civil-service laws appears to have followed a varied 
course. Without attempting to recount all changes, it may be noted that in 
1908 deputies were excepted, at least with regard to appointment, by Schedule A, 
IV, Rule 2, of the Civil Service Rules (see (1908) 27 Op. Atty. Gen. 95). Later, 
however, they appear to have been brought within the scope of the law (see (1928) 
35 Op. Atty. Gen. 413), discussing the case of one George O. White appointed 
November 9, 1910, “after competitive examination.’’ See also U. S. v. Lapp 
((C. C. A. 6th, 1917) 244 Fed. 376). But after the enactment of the statute 
embodied in 5 United States Code, section 639, a deputy marshal was clearly 
=. to appointment and removal by the marshal solely at his discretion (U.S. 

Lapp, supra). And as late as 1939 the Civil Service Commission regarded 
dopey marshals who might be required by law or by direction of the marshal to 
execute a bond to be excepted by the statute from the provisions of the civil- 
service laws. See the Commission’s Civil Service Act and Rules, Statutes, 
Executive Orders and Regulations (June 30, 1939) 106, 112. 

However, by the act of November 26, 1940, 54 Stat. 1211, the President was 
given bro ad authority to cover positions in the executive depart ments and agencies 
into the classified civil service. Section 1 of the act (5 U.S. C. section 631a) 
prevides: 

“Notwithstanding any provisions of law to the contrary, the President is 
authorized by Executive order to cover into the classilied civil service any offices 
or positions in or under an executive department, independent establishment, or 
other agency of the Government: Provided, That.in the case of any fecerally 
owned and controlled corporation organized under the laws of any State, Territory, 
or possession of the United States, or the District of Columbia, the President is 
authorized to direct that such action be taken as will permit appointments to 
offices er positions in any such corporation to be made in accordance with the civil- 
service laws, consistently with the laws of any such State, Territory, or possession, 
or the District of Columbia, or with the charter or articles of incorporation of anv 
such corporation: Provided further, That the provisions of this section shall not 
apply to offices or positions in the Tennessee Valley Authority or to any positions 
in the Work Projects Administration or to any position to which appointments 
are made by the President by and with the advice and consent of the Senate, or 
to positions of assistant United States district attorney.”’ 

Accordingly, by Executive Order No. 8743, April 23, 1941 (6 Fed. Reg. 2117) 
as amended, it was provided among other things that all offices and positions in 
the executive civil service of the United States except (1)'those that were tem- 
porary, (2) those expressly excepted from the provisions of section 1 of the act 
of November 26, 1940, (3) those excepted from the classified civil service under 
Schedules A and B of the Civil Service Rules, and (4) those which then had a 
classified status, where thereby covered into the classified civil service of the 
Government. Thereafter, deputy marshals among others were apparently re- 
garded as within the classified civil service. See Civil Service Commission, 
Civil Service Act and Rules, Statutes, Executive Orders and Regulations (Novem- 
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ber 30, 1941) 11, 148; Civil Service Act, Rules and Regulations Annotated (1943) 
211, 212-214, 224. 

When the Judicial Code was revised and re-enacted as permanent law effective 
in 1948 (28 U.S. C., sec. 542), was framed to read as follows: 

“The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to removal 
by the marshal pursuant to civil-service regulations.” 

The reviser’s note to this provision states (H. Rept. No. 308 on H. R. 3214, 
80th Cong., Ist sess. (1947) A66): ‘‘Deputies are now members of the civil service 
and removable only in accordance with civil-service regulations thereof. All 
references to removal by Attorney General or the district court are omitted from 
the revised section. There seem to have been no removals of deputy marshals 
by district courts in the last 25 years.” 

Since the above history indicates that the inclusion of deputy marshals in the 
civil service was a matter of long development, rather than resulting from special 
action at one time with regard to such officers alone, we have found no statement 
of reasons why such officers should be covered by the civil service. 

_ In accordance with your request for ‘‘a draft of a bill to take deputy United 
States marshals out from under civil service, and let the marshals appoint their 
own deputies,” the following is suggested: 


A BILL To confer upon United States marshals discretionary authority to appoint and remove deputy 
marshals without regard to civil-service laws or regulations 
Be it enacted by the Senate and House of Representatives of the United States of 


America in Congress assembled, That title 28, United States Code, section 542, 
is hereby amended to read as follows: 

“The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to appoint- 


ment and removal by the marshal without regard to civil-service laws or 
regulations.” 


It may be noted in this connection that it seems to be beyond question that 
Congress can make exceptions of this sort. (See (1908) 26 Op. Atty. Gen. 502, 
507.) 


Rosert 8. Ociepay, 
American Law Section. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TitLE 28, Unrrep Srates Cops, Part 2, CHaptrer 33, Section 542 


Sec. 542. Appointment and tenure of deputies and assistants. 

{The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to removal by 
the marshal pursuant to civil-service regulations. ] 

The Attorney General may authorize any United States marshal to appoint clerical 
assistants. Any United States marshal may appoint deputies, with the approval of 
the Attorney General, and without regard to the provisions of the civil-service laws and 
regulations. Deputy marshals shall be subject to removal by the marshal with the 
approval of the Attorney General. ; 

Sec. 2. Deputy marshals in office wpon the date of enactment of this Act shall be 
subject to removal by the United States marshal, under whom they serve, with the 
approval of the Attorney General, and without regard to the provisions of the civil- 
service laws and regulations. 

O 
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JOHN E. TURRI AND EDWARD H. TURRI 


JANUARY 17 (legislative day, JANUARY 8S), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, 
the following 


submitted 


REPORT 


[To accompany 8S. 44] 


The Committee on the Judiciary, to which was referred the bill 
(S. 44) for the relief of John E. Turri and Edward H. Turri, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 
The purpose of the bill is to preserve for John E. Turri and Edward 
H. Turri their United States citizenship, notwithstanding any period 
of residence outside of the United States, provided that they return 
to the United States for permanent residence within one year following 
the effective date of the act. 


STATEMENT OF FACTS 


The beneficiaries of the bill are brothers and were born in Florence, 
Italy, on May 7, 1912, and March 30, 1914, respectively. In 1943, 


while serving in the United States Army, they became United States 
citizens and have received honorable discharges from such service. 
Their mother was a native-born citizen of the United States, and their 
father was an Italian national. The family owns considerable prop- 
erty, both real and personal, in Italy and the brothers returned to 
Italy after the war to help settle matters in connection with the family 
estate. The sons have been appointed a committee for their mother, 
who is now in a White Plains, N. Y., hospital undergoing treatment. 
It is stated that their purpose in remaining in Italy is to conclude and 
settle their father’s estate, put in order the properties of the mother, 
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and to press, through the American Embassy, damage claims arising 
from the recent war. Edward Turri is a lawyer and John Turri is 
an architect. 

A letter dated October 30, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General, with 
reference to a bill which was introduced in the Eighty-first Congress 
for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, October 30, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3940) for the relief of John E. Turri 
and Edward H. Turri. 

The bill would provide that, notwithstanding the provisions of subsections (b) 
and (c) of section 404 of the Nationality Act of 1940, John E. Turri and Edward 
H. Turri, honorably discharged United States citizen veterans of World War IT, 
shall be considered to have retained their United States citizenship regardless of 
any period of residence outside of the United States, provided that they return to 
the United States for permanent residence within 1 year following the effective 
date of the bill. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the brothers, John E. and Edward H. Turri, are natives of Italy, having 
been born in Florence on May 7, 1912 and March 30, 1914, respectively. They 
both served with the Armed Forces of the United States for approximately 3 years, 
after which they were honorably discharged. In 1943, while serving in the Army 
they were naturalized as citizens of the United States. They divested themselves 
of such citizenship, pursuant to section 404 (b) of the Nationality Act of 1940 by 
returning to Italy, the place of their birth and residing there continuously for 
3 years. They stated it was not their intention to forefeit their American 
citizenship. 

Their mother, Mary Putman Everetts Turri, a native-born citizen of the United 
States was naturalized in 1938, after having lost her prior citizenship. Their 
father, Dr. Luigi Guilic Turri was an Italian national. The file indicates that 
their mother owns considerable property in the United States, while the father 
had inherited a vast villa and other valuable property, both real and personal, 
in Italy and that the family apparently divided their residence between these two 
countries. Both sons were educated in Italy and Switzerland, Edward completed 
his education in law at Harvard University and Boston University, and practiced 
his profession as an attorney connected with a lawbook publication company, 
until he returned to Italy. John is an architect. Apparently, their longest 
continuous period of residence in this country was from 1937 through 1946. 
After the father’s death in New York, and the cessation of hostilities of World 
War II, Mrs. Turri returned to her home in Florence, Italy. 

The files further reflect that in early January of 1947, Edward H. Turri went 
to Florence, Italy, for the purpose, according to his statement, of caring for his 
mother, who was desperately ill, and his brother, John E. Turri, joined him shortly 
thereafter to help settle private matters connected with the vast family estate, 
both real and personal. They remained in Italy 3 years, until they brought 
their mother, who had been declared incompetent, to this country and placed 
her in a White Plains, N. Y., hospital for treatment. The sons were appointed, 
under Italian law, the committee for their mother during her incompetency. 
Subsequently, they returned to Italy, where, it is alleged, they must conclude 
the affairs of their father’s estate, put in order the properties of the mother, and 
file through the American Embassy damage claims arising from the recent war. 

It is believed that there are many former United States citizens in Italy and 
other countries, veterans of World War II, their wives, minor children, and de- 
pendent parents, who have also lost their United States citizenship pursuant to 
section 404 (b) of the Nationality Act of 1940, and consequently are unable to 
return to this country without an immigration visa. The problem of preserving 
the nationality of such naturalized citizens is a general one and should be resolved 
by general legislation. There are no considerations presented in the instant case 
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to warrant granting the beneficiaries of the bill special consideration by exempting 
them from the general provisions of our immigration and naturalization laws. 


‘Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 


Yours sincerely, 
PrYTon Forp, 
Deputy Attorney General. 


Senator Pat McCarran, the author of the bill, has submitted the 
following information in connection with the bill: 


[Translation] 


FLORENCE, Iraty, January 5, 1949. 
Mr. Epwarp H. Turkrt, 
Villa Salviati, Florence; 

Complying with your request, I herewith confirm that I consider it advisable 
for you to write to the mayor of Florence telling him of your firm resolve not to 
establish here your permanent abode and consequently not to reside in the 
county of Florence. 

In addition to the above unequivocal declaration, that expresses vour intentions, 
your intention not to take up residence here is apparent from undisputed facts 
such as: 

(a) Your trip to Italy was made on account of the illness of Mrs. Turri and 
with no intention of making Florence your place of business. 

(b) Your stay here was necessary for reasons of a temporary nature which 
would not oblige you to change your professional activity or to transfer to Florence 
your law practice started in America. On several occasions, you have told me 
that you intended to continue your practice where you started it, i. e., in the 
United States. Of course, you would be debarred from doing so here, also in 
view of the laws which govern the law practice in Italy. 

(c) The fact that you intentionally refrained from participating in any political 
activities, and particularly that you did not vote in the elections. 

(d) Also, the necessity of your returning soon to the United States to take all 
necessary steps to safeguard the property of your mother and in reference to her 
guardianship. 

From the above-mentioned facts and from others which we reviewed and which, 
even if apparently less important, still prove conclusively your firm intention to 
maintain in the United States your place of business and your general place of 
abode or residence and domicile, it seems to me your right to maintain your 
status and your American citizenship cannot be challenged. 

With best wishes, I am, 

Yours truly, 
LORENZO CAVINI. 
STaTE OF NEw YorK, 
County of New York, ss: 

On this 5th day of May 1950, before me came John E. Turri, to me known 
and who did depose and say that the above is an exact translation of the annexed 
Italian original document. 


[SEAL] ARLINE G. GIVEN, 


Notary Public, State of New York, 
Term expires March 30, 1952, 





THe LAwyerRs Co-oPERATIVE PUBLISHING Co., 
Rochester, N. Y., April 7, 1950. 
Mr. Epwarp H. Turrt, 
Rochester, N. Y. 

Dear Mr. Turri: We were very pleased to have you visit us here in Rochester 
yesterday and today and to have the opportunity to discuss with you the question 
of your continuance as a member of our editorial staff here in Rochester as soon 
as you can finally wind up your affairs in Italy. 

After discussion with Mr. Kimbrough (who is now in direct charge of editorial 
work in ALR) of the further extension of your leave of absence, we both agreed to 
give you a further extension of your leave until January Ist, 1951; but we do not 
feel we can extend leave beyond this time. 
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As I explained to you here, we are making an all-out effort to bring in and train 
additional men for our editorial staff; so far we are getting in new men just about 
as fast as we can train them for this work and it is reasonably certain that by the 
time 1951 rolls around we will have our staff fully manned and be in a position to 
start work all along the line on our expanded editorial program. 

Hence, we do not feel that in justice to ourselves we can extend your leave of 
absence beyond this year. We sincerely hope that you will be back on the job by 
next January 1 or before that time. 

Wishing you the best of luck and a speedy settlement of your foreign affairs, 
I remain 

Sincerely, 
GEORGE 8. GULICK, 
Editor in Chief. 


Strate oF NEw YORK, 
County of Monroe, ss: 

The affiant, Robert T. Kimbrough, a citizen and resident of the county and 
State aforesaid, states that he is and for several years has been managing editor 
of the Lawyers Cooperative Publishing Co., a New York corporation engaged in 
the preparation and publication of law books in Rochester, Monroe County, N. Y.; 
that the affiant has been personally acquainted with Edward H. Turri since 
January 1946, between which date and January 1947, the said Turri was employed 
by the said company as editor and was engaged in legal research, legal writing, and 
other legal editorial work; that in January 1947 the said Edward H. Turri obtained 
a leave of absence from the said company for the purpose of visiting his sick 
mother in Italy and of giving personal attention to certain matters relating to the 
estate of his deceased father in that country; that at the time of his leaving and 
throughout his absence, it was the understanding between us that his stay in Italy 
was temporary and that as soon as the pressure of that business permitted he 
would return to his employment with the said company in Rochester, and that it is 
the understanding between the affiant and the said Turri at this time that within a 
short time, and as soon as he has attended to certain personal matters elsewhere, 
he will resume his editorial work with said company and will continue to reside in 
Rochester; and that it has been and is the understanding and belief of this affiant 
that the said Turri’s home and place of residence is, and since January 1946 has 
been, in the city of Rochester, N. Y. 

Rosert T. KimBrouau. 


Subscribed and sworn to before me by the above named, Robert T. Kimbrough 
this 27th day of April 1950. 
[SEAL] J. Vincent DEMPSEY, 
Notary Public, State of New York. 
My commission expires March 30, 1952. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the-bill (S. 44) should be enacted. 


O 
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RUTH OBRE DUBONNET 
JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 46] 


The Committee on the Judiciary, to which was referred the bill 
(S. 46) for the relief of Ruth Obre Dubonnet having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable Ruth Obre Dubonnet, a native- 
born citizen of the United States who lost her citizenship by acquiring 
French citizenship in 1943, to regain her United States citizenship. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in the United States on January 
28, 1900. She accompanied her first husband to France in 1920 and, 
except for a short residence in Munich, Germany, she has resided in 
Paris since that time except for frequent visits to the United States. 
She married Andre Dubonnet, a citizen of France, in 1937. She is 
now a permanent resident of the United States, having been admitted 
on May 8, 1950, with a nonpreference quota immigration visa under 
the French quota. During the war in France, she was very active 
in Red Cross work and because of her war work she was fearful of 
being sent to a concentration camp by the Germans, and, to avoid this, 
she acquired French citizenship. 

A letter dated September 13, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to a bill which was introduced in the Eighty-first Congress 
for the relief of the same alien, reads as follows: 








2 RUTH OBRE DUBONNET 


DEPARTMENT OF JUSTICE, 
Washington, D. C., September 13, 1950. 
Hon. Par McCarran, 

Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2458) for the relief of Mrs. Ruth 
Obre Dubonnet. 

The bill would provide that Mrs. Ruth Obre Dubonnet may be naturalized by 
taking, prior to 1 year from the date of its enactment, before any court referred to 
in subsection (a) of section 301 of the Nationality Act of 1940, as amended, the 
oath prescribed by section 335 of that act. It would further provide that after 
such naturalization Mrs. Dubonnet shall have the same citizenship status which 
she had immediately prior to its loss. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of the bill was born in the United States on January 
28, 1900, and that she resided in this country until 1920 when she accompanied her 
first husband, Walter Goldbeck, a United States citizen, to France. She and 
Mr. Goldbeck resided in Paris until 1922 when they went to Munich, Germany. 
She returned to Paris in 1923 and has subsequently resided there. She claims to 
have made annual visits to the United States until 1940. 

Mrs. Dubonnet’s first husband died in 1925 and in 1928 she married Paul de 
Vallombrosa, a citizen of Franee, whom she divorced in 1935. In April of 1937 
she married her present husband, Andre Dubonnet, also a citizen of France. 
Mr. Dubonnet has two children by a former marriage, 23 and 17 years of age, who 
are both citizens of France and reside in Paris, France. Mr. Dubonnet, who has 
business interests in South America, maintains a residence in Habana, Cuba. 

Mrs. Dubonnet’s first entry into the United States, after the termination of 
hostilities in the recent war, was at the port of New York on August 27, 1946, 
when she was admitted as an alien for a period of 3 months under section 3 (2) of 
the Immigration Act of 1924. On October 31, 1946, she applied for a 4-month 
extension of her temporary admission, stating that she wanted to remain longer 
with her brother, whom she had not seen for several years, and also that she 
wanted to clear up her citizenship status while in this country. Her application 
for an extension of stay was denied on December 27, 1946. Mr. Dubonnet, who 
had previously entered the United States and had applied for an extension of stay, 
which also was denied, departed from the United States on October 7, 1946 
destined to Paris, France. 

In her application for extension of her temporary stay, Mrs. Dubonnet con- 
tended that she had not lost United States citizenship, but inasmuch as the record 
indicated that she had become a citizen of France by naturalization in 1943, the 
Immigration and Naturalization Service held that her self-serving statements to 
the contrary were insufficient to support her claim that she became naturalized 
solely under duress. On July 3, 1947, she filed a petition in the United States 
District Court for the District of Columbia, pursuant to section 503 of the Na- 
tionality Act of 1940 (8 U. 8. C. 903), for a judgment declaring her to be a citizen 
of the United States. Her petition was dismissed on June 11, 1948, and on Octo- 
ber 25, 1948, her motion for a new trial was denied. On November 24, 1948, a 
motion for a new trial, on the ground of newly discovered evidence, was denied, 
whereupon notice of appeal was filed. The appeal, however, was subsequently 
abandoned, and on the motion of the Government was dismissed on October 
12, 1949. 

After her entry into the United States in 1946, Mrs. Dubonnet applied for a 
permit to reenter this country, stating that she desired to go to France and 
wanted to be assured that she would be permitted to return here while her case was 
pending. She was informed on July 8, 1948, that she was not entitled to a 
reentry permit but that, since she had a proceeding pending in the United States 
court for a declaratory judgment under section 503 of the Nationality Act of 1940, 
she could apply for a certificate of identity through a consular officer of the United 
States in the country of her foreign residence to facilitate her reentry into this 
country to prosecute her action for a declaratory judgment, and that her admissi- 
bility could not be determined until she reapplied for admission to the United 
States in possession of appropriate documents. She departed from the United 
States, for Paris, in July of 1948 and reentered on October 10, 1948, presenting a 
certificate of identity. In January of 1949 she made a trip to Habana, Cuba, 
returning to the United States on January 29, 1949. 
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Concerning her naturalization as a citizen of France, Mrs. Dubonnet has stated 
that she maintained her American citizenship until May of 1943 and that when 
an inspector of the French police questioned he: regarding her nationality, she 
informed him that she was a French national. She claims to have been warned 
that the German Gestapo had instructed French collaborators to investigate her 
and that she was informed that it would be necessary to present something other 
than the French identity card, which she had obtained in 1941, since the Germans 
were suspicious of her. She has stated that she was questioned concerning her 
activity with the French Red Cross and her ambulance work and that she became 
alarmed, fearing that she would be sent to a concentration camp in Germany, 
whereupon she decided to acquire French citizenship. She became a naturalized 
citizen of France in May of 1943 and thereafter continued her work with the Red 
Cross and organized a mobile surgical unit. She stated further that she had 
worked with an organization known as IPSA, which was a branch of the Red 
Cross serving the French Air Force. 

Concerning her reputed association with officers of the German occupation 
forces in France, she stated that she had known General Hanesse, the air attaché, 
before the war and that she had made use of her acquaintance with him to secure 
permission for herself and other members of the Red Cross ambulance service to 
enter war zones to bring back wounded and sick prisoners. In explanation of 
reports that she had made disparaging remarks about the United States, Mrs. 
Dubonnet stated that when she made these remarks in 1940, she was disgusted 
with America because greater assistence had not been given to France. 

The record shows that on April 7, 1950, the State Department authorized the 
American consulate at Niagara Falls, Ontario, Canada, to issue a quota immi- 
gration visa to Mrs. Dubonnet. It further indicates that on May 8, 1950, a French 
nonpreference quota immigration visa was issued to her at Niagara Falls, which is 
endorsed to show that she was admitted to the United States at Niagara Falis 
on that date under section 6 (a) (3) of the Immigration Act of 1924, and that she 
is now a legal resident of the United States. 

As a legal resident of the United States Mrs. Dubonnet is now in a position to 
proceed toward naturalization pursuant to the provisions of the Nationality Act. 
While the record indicates that she rendered humanitarian service to the people 
of France by evacuating disabled soldiers and civilians from internment camps 
and zones of danger during the German occupation of France, it fails to present 
considerations justifying the enactment of special legislation granting her an 
exemption from the normal naturalization procedure. 

Accordingly, this Department is unable to recommend enactment of the 
measure, 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


The files of the Senate Committee on the Judiciary contain the 


following affidavits and statements in connection with the bill: 
State of NEw York, 
County of New York, ss: 

Mathilde Blumenthal, being first duly sworn upon oath, deposes and says: 

(1) That she is a resident of France, temporarily visiting in the United States, 
and is about to return to France; 

(2) That she is well acquainted with Ruth Obre Dubonnet and saw her fre- 
quently during the German occupation from 1940 to 1944; 

(3) That Mrs. Dubonnet did excellent humanitarian work’ with the French 
Red Cross and that during the German occupation she was particularly valuable 
because of her excellent knowledge of the German language; she was able to save 
many from being put into prison and also was instrumental in saving the personal 
belongings of civilians when the Germans commandeered their living quarters. 

(4) The affiant further states that her mother and many of her close relatives 
were sent to Nazi concentration camps where they suffered torture and final 
death and that this affiant would not render any aid or assistance to one who was 
a collaborator or in sympathy with the Germans. 

(5) The affiant further states that she discussed with said Ruth Obre Dubonnet 
her predicament when she was denounced by the Germans in 1943 and that she 
was one of those who advised her that, in order to save her own life and to continue 
her humanitarian activities, said Ruth Obre Dubonnet accept the protection of 
French citizenship; that at that time Ruth Obre Dubonnet believed that it would 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., September 13, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2458) for the relief of Mrs. Ruth 
Obre Dubonnet. 

The bill would provide that Mrs. Ruth Obre Dubonnet may be naturalized by 
taking, prior to 1 year from the date of its enactment, before any court referred to 
in subsection (a) of section 301 of the Nationality Act of 1940, as amended, the 
oath prescribed by section 335 of that act. It would further provide that after 
such naturalization Mrs. Dubonnet shall have the same citizenship status which 
she had immediately prior to its loss. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of the bill was born in the United States on January 
28, 1900, and that she resided in this country until 1920 when she accompanied her 
first husband, Walter Goldbeck, a United States citizen, to France. She and 
Mr. Goldbeck resided in Paris until 1922 when they went to Munich, Germany. 
She returned to Paris in 1923 and has subsequently resided there. She claims to 
have made annual visits to the United States until 1940. 

Mrs. Dubonnet’s first husband died in 1925 and in 1928 she married Paul de 
Vallombrosa, a citizen of France, whom she divorced in 1935. In April of 1937 
she married her present husband, Andre Dubonnet, also a citizen of France. 
Mr. Dubonnet has two children by a former marriage, 23 and 17 years of age, who 
are both citizens of France and reside in Paris, France. Mr. Dubonnet, who has 
business interests in South America, maintains a residence in Habana, Cuba. 

Mrs. Dubonnet’s first entry into the United States, after the termination of 
hostilities in the recent war, was at the port of New York on August 27, 1946, 
when she was admitted as an alien for a period of 3 months under section 3 (2) of 
the Immigration Act of 1924. On October 31, 1946, she applied for a 4-month 
extension of her temporary admission, stating that she wanted to remain longer 
with her brother, whom she had not seen for several years, and also that she 
wanted to clear up her citizenship status while in this country. Her application 
for an extension of stay was denied on December 27, 1946. Mr. Dubonnet, who 
had previously entered the United States and had applied for an extension of stay, 
which also was denied, departed from the United States on October 7, 1946 
destined to Paris, France. 

In her application for extension of her temporary stay, Mrs. Dubonnet con- 
tended that she had not lost United States citizenship, but inasmuch as the record 
indicated that she had become a citizen of France by naturalization in 1943, the 
Immigration and Naturalization Service held that her self-serving statements to 
the contrary were insufficient to support her claim that she became naturalized 
solely under duress. On July 3, 1947, she filed a petition in the United States 
District Court for the District of Columbia, pursuant to section 503 of the Na- 
tionality Act of 1940 (8 U. 8. C. 903), for a judgment declaring her to be a citizen 
of the United States. Her petition was dismissed on June 11, 1948, and on Octo- 
ber 25, 1948, her motion for a new trial was denied. On November 24, 1948, a 
motion for a new trial, on the ground of newly discovered evidence, was denied, 
whereupon notice of appeal was filed. The appeal, however, was subsequently 
abandoned, and on the motion of the Government was dismissed on October 
12, 1949. 

After her entry into the United States in 1946, Mrs. Dubonnet applied for a 
permit to reenter this country, stating that she desired to go to France and 
wanted to be assured that she would be permitted to return here while her case was 
pending. She was informed on July 8, 1948, that she was not entitled to a 
reentry permit but that, since she had a proceeding pending in the United States 
court for a declaratory judgment under section 503 of the Nationality Act of 1940, 
she could apply for a certificate of identity through a consular officer of the United 
States in the country of her foreign residence to facilitate her reentry into this 
country to prosecute her action for a declaratory judgment, and that her admissi- 
bility could not be determined until she reapplied for admission to the United 
States in possession of appropriate documents. She departed from the United 
States, for Paris, in July of 1948 and reentered on October 19, 1948, presenting a 
certificate of identity. In January of 1949 she made a trip to Habana, Cuba, 
returning to the United States on January 29, 1949. 
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Concerning her naturalization as a citizen of France, Mrs. Dubonnet has stated 
that she maintained her American citizenship until May of 1943 and that when 
an inspector of the French police questioned he: regarding her nationality, she 
informed him that she was a French national. She claims to have been warned 
that the German Gestapo had instructed French collaborators to investigate her 
and that she was informed that it would be necessary to present something other 
than the French identity ecard, which she had obtained in 1941, since the Germans 
were suspicious of her. She has stated that she was questioned concerning her 
activity with the French Red Cross and her ambulance work and that she became 
alarmed, fearing that she would be sent to a concentration camp in Germany, 
whereupon she decided to acquire French citizenship. She became a naturalized 
citizen of France in May of 1943 and thereafter continued her work with the Red 
Cross and organized a mobile surgical unit. She stated further that she had 
worked with an organization known as IPSA, which was a branch of the Red 
Cross serving the French Air Force. 

Concerning her reputed association with officers of the German occupation 
forces in France, she stated that she had known General Hanesse, the air attaché, 
before the war and that she had made use of her acquaintance with him to secure 
permission for herself and other members of the Red Cross ambulance service to 
enter war zones to bring back wounded and sick prisoners. In explanation of 
reports that she had made disparaging remarks about the United States, Mrs. 
Dubonnet stated that when she made these remarks in 1940, she was disgusted 
with America because greater assistence had not been given to France. 

The record shows that on April 7, 1950, the State Department authorized the 
American consulate at Niagara Falls, Ontario, Canada, to issue a quota immi- 
gration visa to Mrs. Dubonnet. It further indicates that on May 8, 1950, a French 
nonpreference quota immigration visa was issued to her at Niagara Falls, which is 
endorsed to show that she was admitted to the United States at Niagara Falls 
on that date under section 6 (a) (3) of the Immigration Act of 1924, and that she 
is now a legal resident of the United States. 

As a legal resident of the United States Mrs. Dubonnet is now in a position to 
proceed toward naturalization pursuant to the provisions of the Nationality Act. 
While the record indicates that she rendered humanitarian service to the people 
of France by evacuating disabled soldiers and civilians from internment camps 
and zones of danger during the German occupation of France, it fails to present 
considerations justifying the enactment of special legislation granting her an 
exemption from the normal naturalization procedure. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


The files of the Senate Committee on the Judiciary contain the 


following affidavits and statements in connection with the bill: 
State or New York, 
County of New York, 

Mathilde Blumenthal, being first duly sworn upon oath, deposes and says: 

(1) That she is a resident of France, temporarily visiting in the United States, 
and is about to return to France; 

(2) That she is well acquainted with Ruth Obre Dubonnet and saw her fre- 
quently during the German occupation from 1940 to 1944; 

(3) That Mrs. Dubonnet did excellent humanitarian work’ with the French 
Red Cross and that during the German occupation she was particularly valuable 
because of her excellent knowledge of the German language; she was able to save 
many from being put into prison and also was instrumental in saving the personal 
belongings of civilians when the Germans commandeered their living quarters. 

(4) The affiant further states that her mother and many of her close relatives 
were sent to Nazi concentration camps where they suffered torture and final 
death and that this affiant would not render any aid or assistance to one who was 
a collaborator or in sympathy with the Germans. 

(5) The affiant further states that she discussed with said Ruth Obre Dubonnet 
her predicament when she was denounced by the Germans in 1943 and that she 
was one of those who advised her that, in order to save her own life and to continue 
her humanitarian activities, said Ruth Obre Dubonnet accept the protection of 
French citizenship; that at that time Ruth Obre Dubonnet believed that it would 


88s: 
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be very easy for her to regain her American citizenship following the cessation of 
hostilities, and in truth and in fact said Ruth Obre Dubonnet never intended to 
renounce her American citizenship but merely to deceive the Germans. 


MaTHILDE BLUMENTHAL, 
A ffiant. 
Subscribed and sworn to before me this 8th day of December 1947. 
NicHoutas V. LoMBARDO, 
Notary Public. 





Strate or New York, 
City of New York, County of New York, ss: 

Rene de Chambrun, being duly sworn, deposes and says: 

I am a citizen of France and a member of the New York and Paris bars. 

I reside at 6 bis Place du Bourbon, in Paris, France, and maintain an office for 
the practice of international law at 52 Avenue des Champs-Elysees, in Paris. 

I am now sojourning in the United States for a few weeks. 

I have known Mrs. Ruth Obre Dubonnet for the past 14 vears, having acted for 
the first time in 1934 as attorney for her husband in the United States in connec- 
tion with the invention of Mr. Andre Dubonnet’s independent suspension of 
automobile wheels adopted by General Motors and other companies, known as 
knee action or Dubonnet system. 

Since then from time to time I represented Mr. or Mrs. Dubonnet or Mr. 
Dubonnet’s companies in France or in the United States. 

During the occupation of Paris and in particular during the months which 
followed America’s entry into the war I frequently saw Mrs. Dubonnet and re- 
peatediy advised her that it was extremely dangerous for her to exercise the 
activity which she did (she was vice president of a benevolent ambulance organiza- 
tion), as it was known to many people in Paris that although she had married a 
Frenchman she had retained her United States citizenship. Despite the fact that 
she had been able to obtain from the local French authorities a French identity 
card I told her, as I believe many of her friends did, that the time might well come 
when she would be arrested and deported by the German police. 

Although the French Government had suspended all naturalizations during the 
war in order to avoid having to naturalize German citizens under German pressure 
I told Mrs. Dubonnet that I believed that Mr. Gravier, who was director of the 
cabinet of the Ministry of Justice of tne French Government, would be able to 
arrange to have a special naturalization decree entered into in favor of Mrs. 
Dubonnet. I understand that this was done in May 1943. It is obvious that 
this emergency decree was entered into for the sole purpose of protecting Mrs 
Dubonnet during the war period from a very likely deportation to Germany. 

Shortly before coming to the United States on August 23, 1948, I wrote to the 
Minister of Publie Health and Population, who is now in charge of all files and 
matters pertaining to naturalization and am attaching to this affidavit (exhibit A) 
the copy of my letter which can be translated as follows: 

“Avucust 23, 1948. 


“Dear Str: I beg to bring to your knowledge the following facts: 

“T am attorney for Mrs. Andre Dubonnet, born Ruth Obre, now sojourning in 
New York, 895 Park Avenue. 

‘‘When marrying Mr. Andre Dubonnet on April 12, 1937, Mrs. Ruth Obre 
retained her American citizenship and each year made long trips to her country. 
In September 1939 when her husband was called to the colors, she created with 
Countess du Luart the “formation cherugicale mobile’’ and later the ‘‘assistance 
sanitaire automobile’”’ in which organization she was extremely active during the 
whole war period, particularly under the occupation when she assisted war prison- 
ers and the victims of bombardments. 

“After the United States entry into the war her activity became a matter of 
suspicion to the German authorities to whom she succeeded for some time in 
concealing her real American citizenship by pretending she was French. Never- 
theless, when, in April 1943, personal identity investigations became more fre- 
quent, she decided upon my advice and the advice of a certain number of her 
French friends to request from the French Government a naturalization decree in 
order to avoid a likely arrest. 

“T know that you obviously cannot indicate the reasons for which such or such 
a person sought to become a French citizen; nevertheless as in this case the circum- 
stances and the period involved are exceptional. I believe that if I were given the 
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official date of her application and the date of the decree granting her naturaliza- 
tion these would suffice to establish the nonspontaneous character of this 
naturalization. 

“You will of course appreciate, sir, that if the two dates are not far apart Mrs. 
Andre Dubonnet, in showing them to the American authorities, will be able to 
prove that the circumstances of her naturalization were extremely exceptional as 
everyone knows the length of waiting periods and the roughness of the investiga- 
tions which for many years psst have been part of the naturalization process 
in France. 

“Very truly yours, 


” 


On the next day I was received by Mr. Loisel, head of the naturalization 
department of the Ministry of Health and Population, who explained to me 
that he had examined Mrs. Dubonnet’s file and had reached the conclusion that 
her naturalization was in no way a spontaneous act on her part and that the 
Vichy government had exceptionally and by reason of the special circumstances 
naturalized Mrs. Dubonnet a French citizen in order to protect her from the 
German police authorities. He handed me a certificate dated August 24 (exhibit 
B), which can be translated as follows: 


“Ministry OF HEALTH AND POPULATION, 
REPUBLIC OF FRANCE, 
Paris, August 24, 1948. 
“The Minister of Public Health and Population to R. de Chambrun, Esq., 

52 Avenue des Champs-Elysees, Paris, VIII. 

“Str: Following your letter of August 23, 1948, I beg to inform you that: 

“(1) Mrs. Dubonnet, born Obre, applied for the French naturalization on 
May 5, 1943, and obtained satisfaction a few weeks later (decree of May 18, 
1943, published in the Journal Official of June 4). 

“(2) If Mrs. Dubonnet is reinstated into her American citizenship she will 
automatically lose her French nationality without having to take any steps in 
France (art. 87 of the Code of Citizenship of October 19, 1945). 

“Very truly yours, 


” 


This certificate was signed by Mr. Loisel, whose signature was acknowledged 
the next day, August 25, by the Ministry of Foreign Affairs, which affixed its seal 
and signature on Mr. Loisel’s certificate. On the same day, August 25 (see 
exhibit B), the seal of the French Ministry of Foreign Affairs and the signature 
of its delegate were certified by the United States consul in Paris. 

RENE DE CHAMBRUN. 

Sworn to before me this 18th day of October 1948. 


ELizABETH BARETTA, 
Notary Public, State of New York, Residing in Rockland County. 
7 





AFFIDAVIT 
REPUBLIC OF FRANCE, 
City of Paris, ss: 

Louis Gravier, after taking oath, declares as follows: 

I am a French citizen and a lawyer at the court in Lyons and at present reside 
in Neuilly-sur-Seine, 10 rue de |’ Ecole de Mars. 

I was born on April 26, 1893, in Saint-Pierre d’Albigny, Savoie. 

After obtaining my license in law, I was admitted as a lawyer in the court at 
Chambery in 1936. 

In 1919 I was named judge in Grenoble and I continued my career as magistrate 
in different French tribunals until 1937, when I was named deputy public prose- 
cutor in Paris. 

In 1943, I was assigned to act as director of the cabinet of the Minister of 
Justice. 

It was while I was performing the functions of this office, in April 1943, that 
I received the visit from Mme. Obre, the wife of Dubonnet (Andre). 

She told me that she was very much disturbed by the repeated verifications of 
identity of which she was the object on the part of the German police agencies, 
and she told me that she was afraid of being arrested because of her American 
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nationality which she had till then kept hidden from the investigators. She 
asked me to help her obtain French nationality so as to remove her from the 
danger of an incarceration or an internment. 

I then told her that the naturalization procedures were suspended by the 
French authorities. Nevertheless, by reason of the danger which at that time 
was threatening her safety, I considered that I should receive favorably the 
request put forward by Mme. Dubonnet and I had the competent authorities 
make urgent proceedings for naturalization, and I did this in the sole aim of assur- 
ing the protection of Mme. Dubonnet. 

The information gathered by the prefecture of the French police being favorable, 
a@ naturalization decree was submitted several days later for the signature of the 
See because of the exceptional situation in which Mme. Dubonnet found 

erself. 


Sworn before me this — day of August 1948. 


CERTIFICATION 


BERLITZ TRANSLATION SERVICE, 
630 Fifth Avenue, New York, N. Y. 
I hereby certify that to the best of my knowledge the above is a true and 
accurate translation from French into English. 
ALBERT SACHs, 
French-English Translator. 
STATE oF New York, 
County of New York, ss: 
Subscribed and sworn to before me on October 29, 1948. 
[spar] ALBERTO M. SarRMIENTO, Notary. 


Paris, August 23, 1945. 
REPUBLIC OF FRANCE, 
Department of Seine, City of Paris, 
Embassy of the United States of America, ss: 

I, the undersigned, Devereaux Rochester-Reynolds, actually in the British 
Army, do declare that during the German occupation of France as a member of a 
British organization, working with the French resistance against the Germans, I 
was arrested by the Gestapo in March 1944 and imprisoned at Fresnes jail. 

Accused of espionage and sabotage by the Germany authorities, it was owing to 
Mme. Dubonnet’s testimony in my favor, at great personal risk to herself, that I 
was eventually interned at Vittel instead of being shot or deported. 

[am an American citizen by birth although actually holding officer’s status in 
His Majesty’s forces, and I would like to draw attention of those concerned that 
Mme. Dubonnet has rendered, not only to myself, but also to my mother, great 
aid by arranging for my mother’s release from Vittel in 1943. I would also like to 
add that Mme. Dubonnet is acting as chief witness in my favor in the prosecuting 
of the persons concerned with having had me delivered into German hands. This 
can be verified through M. Dansimoni, juge d’instruction, Rue Boissy d’ Anglas, 
Paris. 

In view of all this, I hope that all possible aid will be accorded to Mme. Dubon- 
net for the deliverance of her American passport as soon as possible. 

If at any future date any person or persons wish to question me concerning the 
activity of Mme. Dubonnet: I am at their disposition, and my home address is: 
20 Rue Louis David, Paris, telephone: Trocadero 08.54. 


DEVEREAUX ROCHESTER-REYNOLDsS. 
Subscribed and sworn to before me this 23d day of August 1945, 


Lucien J. VALLES, 


Vice Consul of the United States of America at Paris, France, 
duly commissioned and qualified. 
Service No. 7105, 
tariff item No. 24, 
$2.00 Fr., Frs. 00.00. 








RUTH OBRE DUBONNET 7 


TRANSLATION OF EXHIBIT B, STATEMENT OF JUNE 6, 1946, BY G. DUVERNOY, HONORARY 
PREFET 


We, Mme. Duvernoy and I, are friends of Mme. Andre Dubonnet for over 24 
years, consequently and very probably her oldest friends in France; since 1922 our 
relationship has never suffered the slightest interruption. Therefore, we find our- 
selves without doubt among the best qualified to testify for her at this time where 
there appears contested the attachment which we have always seen her manifest 
for her United States nationality which she kept until the day that imperative 
necessity to assure her own safety obliged her to adopt French nationality. 

We knew her as an American when she was married to Mr. Goldbeck; there was 
no question of her giving up her nationality when, after the death of her husband, 
she married Count de Vallombrosa nor when, having divorced him, she became the 
wife of Andre Dubonnet. 

During the last war, after consecrating herself with untiring devotion and 
remarkable courage to all sorts of Red Cross activities, she created, after the 
armistice, the assistance sanitaire automobile in order to take aid to our wounded 
who were left behind the German lines; and she had the satisfaction of being able 
to bring back from the forbidden zones more than 2,000 prisoners, who, thanks to 
her, were thus able to escape internment in the German camps. 

In 1941, when her American nationality risked exposing her to the treatment 
the Germans were planning to give to American subjects, I intervened with my 
colleague, the prefet of Puy de Dome, in order to obtain for her a French passport 
which, I hoped, at least would help her gain time in making her pass as French 
as regards the German authorities. 

It was only in 1943 that this subterfuge, which had allowed Mme. Dubonnet 
to keep her true nationality despite appearances, was probably denounced to the 
Gestapo and the question arose for her and her friends, how to save her by an 
unsuspicious measure from reprisals such as internment and deportation. 

It was then that I intervened at the Ministry of Justice to give her as urgently 
as possible French nationality, and her decree of nationality was signed, on my 
insistence, by the garde des sceaux in April 1943. 

I can thus certify in the most formal manner and under oath that it was only 
under threat of measures which had already been commenced, since Mme. 
Dubonnet was under the regime of residence watched by the Gestapo, and that, 
remaining fundamentally attached to her nationality of origin, she decided to 
adopt French nationality. 

G. Duvernoy, 
Honorary Prefet. 
Paris, June 6, 1946. 


To Whom It May Concern: 


I, the undersigned, Henriette Raulot-Lapointe, domiciled at 25 Rue de I’Eglise, 
Neuilly sur Seine, testify that I have known Mrs. Ruth Dubonnet for over 16 
years and that during the 4 years of enemy occupation was constantly in touch 
with her. 

Personally I know no other woman who worked as hard and as effectively as 
did Mrs. Dubonnet to relieve thessufferings of others. Materially and physically 
she devoted herself entirely to humanitarian work. However, by this activity 
she attracted the attention of the German authorities which resulted in an in- 
vestigation on their part (due very surely to denunciation) concerning her nation- 
ality. Therefore, in the spring of 1943 she was warned to obtain authentic 
French papers (she had had false ones since 1941) or else there would be grave 
consequences. Her friends begged her to do so, all of us naturally being convinced 
that at the end of the war she could very easily reestablish her own nationality 
which she so cherished. 

All persons who came in contact with Mrs. Dubonnet can only admire her 
remarkable courage during this period. 


H. Ravutotr Lapointe. 
De uurt-AouLt 1946. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 46) should be enacted. 


O 
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MR. AND MRS. LUCILLO GRASSI 


JANUARY 17 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany §. 48] 


The Committee on the Judiciary, to which was referred the bill 
(S. 48) for the relief of Mr. and Mrs. Lucillo Grassi, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The bill provides that Mr. and Mrs. Lucillo Grassi shall not be 
considered to have lost their United States citizenship because of 
voting in a foreign election or because of residence outside of the 
United States. 


STATEMENT OF FACTS 


This is the case of a man and his wife who were naturalized in 1931 
and returned to Italy in 1938 with their minor daughter, a citizen of 
the United States. The subjects of the bill expatriated themselves 
by voting in the general elections in Italy and by not returning to the 
United States within the prescribed period of time. 

A letter dated August 25, 1949, from the Assistant to the Attorney 
General to the chairman of the Committee on the Judiciary with 
reference to a bill which was introduced in the Eighty-first Congress 
for the relief of the same aliens, reads as follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
‘ Washington, August 25, 1949 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1259) for the relief of Mr. and 
Mrs. Lucillo Grassi. 

The bill would provide that notwithstanding the provisions of the Nationality 
Act of 1940 relating to loss of nationality, Mr. and Mrs. Lucillo Grassi shall not 
be considered to have lost their United States citizenship because of voting in a 
foreign election or because of residence outside the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. and Mrs. Lucillo Grassi are natives of Italy, having been born in 
that country on January 7, 1895, and January 14, 1896, respectively. Mr. 
Grassi first entered the United States on Novermber 26, 1921, when he was ad- 
mitted for permanent residence, and his wife, nee Alberta Hofer, first entered the 
United States on November 30, 1922, when she also was admitted for permanent 
residence. Mr. and Mrs. Grassi became naturalized citizens of the United States 
on January 12, 1931. In 1938 they returned to Italy, accompanied by a minor 
daughter presumably to visit Mrs. Grassi’s father, who was ill. 

According to a statement made by their friend, Angelo Buccalari, a naturalized 
citizen of the United States, Mr. and Mrs. Grassi had intended to visit Italy for 
only 7 or 8 months, but had remained longer because of her father’s illness. The 
friend also stated that they had voted in the Italian elections because of threats 
made by the local officers to cancel their ration books, but that they had had no 
political affiliations with Mussolini, or any other party. According to Mr. 
Bucealari, Mr. and Mrs. Grassi have desired to return to the United States 
but during the war their resources, including savings in a New York bank, were 
held by the United States Government because they were Italians living in an 
enemy country, and that since the war they had been unable to secure the proper 
documents. He also stated that Mr. Grassi is finding it difficult to earn a living 
in Italy, and that he and Mrs. Buccalari have been sending them food and cloth- 
ing. It appears that Mr. Grassi is an artist and a painter and that he had been 
gainfully employed by firms in New York prior to his return to Italy. The 
files reflect that he has been studying art since his return to Italy, and that he 
was at one time a teacher of art in Venice. 

From Mr. Buccalari’s information it would appear that Mr. and Mrs. Grassi 
have been expatriated through section 401 (e) of the Nationality Act of 1940 
by voting in foreign political elections and section 404 by residence outside the 
United States and not having returned on or before October 14, 1946. There are 
many United States citizens in Italy who unknowingly and unintentionally 
expatriated themselves by being persuaded to vote in the general elections or by 
not returning on or before October 14, 1946, from an extended residence there. 
It is the view of this Department that the problem of giving those persons relief 
should be resolved, if at all, by enactment of general legislation. The quota of 
Italy, to which Mr. and Mrs. Grassi are chargeable, is oversubscribed for 2 years 
and a visa may not be readily obtained. However, there are not facts presented 
in their case to justify enactment of legislation granting them a preference over 
the many other expatriates who also wish to regain their United States citizenship. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Pat McCarran, the sponsor of the bill, submitted the fol- 
lowing memorandum with reference to the case: 


Lucillo Grassi, age 53, born in Storo, Province of Trento, Italy; professor, 
graduated from Academy of Belle Arte in Venice, Italy. 

Arrived in the United States of America (New York City) extra quota as an 
artist in 1921. In the year 1922 sent for his fiancée. In the year 1931 he and 
his wife became American citizens (in New York City). In 1933 a daughter 
was born. 

Lived in the United States for 16 years. Worked as an artist-painter; painted 
churches, theaters, etc. Observed all the laws of the country, loving the country 
as a good American citizen. 
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Toward the end of the year 1938, taking advantage of the depression in his 
line of art, went to Italy with his wife and daughter to visit their parents and aiso 
to recuperate from arthritis. 

For domestic reasons, stayed in Italy longer than the time he had planned and 
was still there in 1939 when the war started. Not having foreseen the terrible 
consequences and not being able to return to the United States because of his 
health, as per the suggestion of the United States consul, he asked for and obtained 
a permit from said general consul in Milan to stay in Italy for another 6 months, 
In this period of 6 months the war between the United States and Italy broke 
out and consequently he was forced to remain in Italy. 

Because he was an American citizen and because he would not associate with 
the Fascists, he was under suspicion and he was more than once threatened with 
deportation and was told he would be held as a hostage. He has official witnesses 
to this statement. 

As soon as the war was over, he would have returned to the United States but 
he had no financial means for the very expensive trip as all his financial possessions 
were frozen in the bank in the United States. 

He would have gone to the United States consul in Naples but the communica- 
tions were interrupted and were difficult, expensive, and dangerous. At the end 
of October 1946 he learned that the United States had opened a consular office in 
Milan. He went there and they told him that all the United States citizens had 
been advised to reenter the United States before October 14, 1946. He had never 
heard anything about this notice before he went to the consul at the end of October 
when he was told that the period for reentry had elapsed. 

(Please note that he lives in a very small town in the mountains of the Tyrol and 
news is delayed and sometimes omitted entirely from the smal] newspaper of the 
town.) 

Nevertheless at the consular office they made an appointment for February 13, 
1947. On that date at the said office he made a request to reenter the United 
States. He was told by the clerk at the office that he had probably lost his United 
States citizenship because of his prolonged absence from the United States and 
also because he voted for the temporary Italian government in 1946. 

Up to this date 2 years have passed and he is still waiting for an answer to his 
request from either the United States consul in Milan or from the Department of 
State in Washington. 

Therefore, he is sending this solicitation as he is very anxious to return to the 
United States. 

If he jeopardized his citizenship because of his prolonged absence from the 
United States, it was entirely against his will. He voted in the primary because 
he was threatened with being deprived of his ration book and with being ostra- 
cized in everything. But thinking that he was doing good to the object of the 
United States, he voted Democratic. Realizing the mistake he had made by 
voting in 1946 in the political election, he did not vote in the general election 
of 1948 and did not vote in the local election. 

Now he is begging the Department of State to take into consideration his bona 
fide case and situation and grant him the reinstatement of his citizenship to 
enable him to return to the United States, where he still has business and credits 
to adjust since 1938. 

He wants to return to the United States with his wife and daughter as soon as 
possible to reassume his painting business and give his daughter (now 16) the 
American education to which she looks forward. His daughter has been studying 
English for 4 years. 

To prove that he always had intentions of returning to the United States is the 
fact that he has his savings in the National City Bank of New York at 52 Wall 
Street, New York City. These savings were untied by the Government of the 
United States in 1948. 

All his furniture is in storage at the Santini Bros. warehouse in the Bronx, 
New York. He also has an active insurance policy with the Metropolitan Life 
Insurance Co. 

He also wants to give his wife and daughter all the necessities that all the 
American families are enjoying, whereas at the present time they are living a 
miserable life. It is impossible for him to adapt himself to stay any longer in 
Italy. He hopes that this petition will be heard favorably. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 48) should be enacted. 


O 
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ARTHUR HENRIK SORENSEN, MAREN ANDERSON 
SORENSEN, AND MINOR CHILD, EVELYN SORENSEN 


e . 
JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 51] 


The Committee on the Judiciary, to which was referred the bill 
(S. 51) for the relief of Arthur Henrik Sorensen, Maren Anderson 
Sorensen, and minor child, Evelyn Sorensen, having considered the 
same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Arthur Henrik Sorensen, Maren Anderson 
Sorensen, and minor child, Evelyn Sorensen. The bill provides for 
appropriate quota deductions and for the payment of the required 
visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are natives and citizens of Denmark 
and are 33, 34, and 1% vears of age, respectively. They last entered 
the United States on June 4, 1949, as visitors pursuant to the United 
States Information and Educational Exchange Act of 1948. Informa- 
tion in the files of the committee is to the effect that they have estab- 
lished themselves in the community life of Tonopah, Nev. Mr. 
Sorensen is employed in a dry-cleaning establishment. A number of 
letters have been received from prominent residents of their com- 
munity all attesting to the good character and patriotism of the 
beneficiaries of the bill. 
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A letter dated June 5, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General, 
with reference to a bill which was introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, June 5, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2550) for the relief of Arthur Henrik 
Sorensen, Maren Anderson Sorensen, and minor child, Evelyn Sorensen. 

The bill would provide that Arthur Henrik Sorensen, Maren Anderson Sorensen, 
and their minor child, Evelyn Sorensen, shall be considered to have been lawfully 
admitted for permanent residence as of the date of their last entry, and would 
direct the Secretary of State to instruct the quota-control officer to deduct three 
numbers from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service disclose that Arthur 
Henrik Sorensen and Maren Anderson Sorensen, nee Kragh, are husband and 
wife, natives and citizens of Denmark, having been born respectively in Horsens, 
Denmark, on February 26, 1917, and in Skjold, Denmark, on August 7, 1915. 
Their minor daughter, Evelyn Sorensen, was also born in Denmark on November 
12, 1948. Coming from Copenhagen, they entered the United States at the port 
of New York on June 4, 1949, when they were admitted as temporary visitor 
“‘trainees’’ until September 4, 1949, under section 3 (2) of the Immigration Act 
of 1924. Extensions of stay until December 4, 1949, were subsequently granted. 
Their visitor’s visas were issued pursuant to the United States Information and 
Educational Exchange Act of 1948 (22 U. 8. C. 1446). Although they have re- 
mained in the United States beyond the time for which they were admitted, 
proceedings to enforce their departure were ordered deferred pending congressional 
action on the instant bill 

The files further reflect that both Mr. and Mrs. Sorensen stated that the 
American-Scandivanian Foundation, New York, N. Y., sponsored their coming 
to the United States as trainees, that they were given permission to seek employ- 
ment in a business and the business in turn would pay their salaries to the foun- 
dation. It appears, however, according to their statements, that they have 
accepted the salary directly from their employers and have retained it for their 
own use. Mr. Sorensen stated that his purpose in coming to the United States 
was to study business methods of all kinds, claiming that at the time of his ar- 
rival it was not his intention to remain in the United States, but that within 
3 months after his entry, he decided he liked this country and was going to try 
to remain here permanently. Both he and Mrs. Sorensen admitted that they 
made their decision to attempt to stay in this country permanently before they 
executed their applications for an extension of temporary stay, and Mr. Sorensen 
in his application for such extension stated, under oath, that he intended to depart 
from the United States as soon as he had completed his study of business adminis- 
tration in this country. According to his statement, his decision to remain here 
until compelled to leave was motivated by the political conditions now prevail- 
ing in Europe, though he admitted that should he return to his native Denmark 
he would not. be subject to political persecution. 

Almost immediately after their arrival in this country, they proceeded to 
Tonopah, Nev., where Mr. Sorensen’s brother-in-law resides. Mr. Sorensen 
obtained employment with the Progress Bakery in Tonopah and is presently 
selling and delivering bakery products to stores and restaurants, at a salary of 
$200 per month. Mrs. Sorensen stated that the American-Scandinavian Founda- 
tion was sponsoring her study and training in dry-cleaning methods in the United 
States. According to her, she obtained employment with the Tonopah Cleaners 
shortly after her arrival and is still employed by that concern at a salary of $125. 
per month. Mr. Sorensen had approximately $1,700 at the time they entered 
but he stated that they now have only about $100 in the bank and have no 
resources in the United States other than their salaries and an automobile, valued 
at about $800, but that he does have an equity in his home in Denmark. 

The quota of Denmark, to which the aliens are chargeable, is oversubscribed for 
1 year and immigration visas are not readily obtainable. The record fails, how- 
ever, to present any facts which would justify the enactment of special legislation 
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granting them a preference over nationals of Denmark or of other countries who 
desire to obtain the economic benefits of residence in the United States but who, 
nevertheless, are required to remain abroad and await their turn for the issuance 
of immigration visas. To enact this bill would encourage other aliens, who find it 
difficult to obtain immigration visas, to seek to avoid compliance with the immigra- 
tion laws by entering the United States in a nonimmigrant status, as these aliens 
did, and then attempt to have their status changed to that of permanent residence. 

Accordingly, this Department is unable to recommend enactment of this bill. 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


Senator Pat McCarran, the author of the bill, has submitted a 
number of letters in connection with the case, among which are the 
following: 

TonopaH, Nev., June 15, 1950. 
Hon, P. A. McCarran, 
United States Senator, Washington, D. C. 

Dear Srnator McCarran: Reference is made to Senate bill 2550 which was 
introduced by you to adjust our immigration status. In support thereof, we 
wish to make the following statement: 

We were married in Denmark and have a minor child, Evelyn Sorensen, aged 
144 years; we came to the United States on June 4, 1949, as temporary visitor 
“trainees” under the sponsorship of the American-Scandinavian Foundation, 
New York, N. Y. At the time we made application to come to the United States 
we were given to understand that our period of visitation would be from 1 year 
to 18 months. Afterward, it was determined that the visitation period would 
only be 3 months, expiring in September 1948, prior to which time we requested 
an extension of our permit. Although on the application for permit extension 
we stated that we would return to Denmark at the completion of our permitted 
stay in the United States, prior to making that application we had already con- 
ferred with officials relative to the possibility of remaining permanently in the 
United States. Our desire to remain permanently had been formed and expressed 
prior to making the application for extension, however, we had not yet been 
advised as to whether or not we could remain permanently under any cireum- 
stances, consequently, the application for extension of permit was regularly made 
and thereafter granted. 

At the time we came to the United States it was also our understanding that 
we could engage in employment in the United States, but that our salaries or 
wages would be paid direct by the employer to the American-Scandinavian 
Foundation and the foundation would, in turn, reimburse us to the extent of 
making it possible to provide for our expenses while living and working in the 
United States. After obtaining employment we were given to understand that 
wages and salaries could be paid directly to us and we received them with that 
understanding. 

After arriving in the United States we immediately came to Tonopah, Nve 
County, Nev., where we have a sister and brother-in-law, Mr. and Mrs. R. B. 
Sorensen, of Tonopah, Nev., Mrs. R. B. Sorensen being a sister to Arthur Henrik 
Sorensen, 

I, Arthur Henrik Sorensen, received employment with the Progress Bakery as 
a driver and delivery man, and I, Maren Anderson Sorensen, received employment 
in the cleaning establishment of Tonopah Cleaners, both of said employments 
being in Tonopah, Nev. We do not feel that, by our accepting such employment, 
we in any way have prevented other residents from the availability of these jobs, 
as in the case of the Progress Bakery job, the employer had had trouble obtaining 
and maintaining a steady employee, and such was also the case of the employment 
in the Tonopah Cleaners, where the same was of a more menial nature. 

In line with our training program and our thereafter expressed desire to remain 
permanently in the United States, we have made every effort and have acquainted 
ourselves with the language, laws, and customs of the United States, and believe 
we have become good members of the society of the community in which we live, 
obeying the laws and living moral and upright lives. We have endeavored to 
take part and have engaged in various community activities, have made many 
friends, and have been openly and graciously received by the people of the com- 
munity of Tonopah, 
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Although we came to the United States primarily to learn various business 
methods, yet after living here we were impressed with the freedom and democracy 
which is found here and so much different than in our native country. Although 
the position had by Arthur Henrik Sorensen in Denmark was a good position, yet 
the same was bound and limited by the rules and customs of the native country, 
and so much different than in our employment in this country where we have been 
allowed to succeed in some small way by steady and patient industry. After 
breaking somewhat the ties established in our native country, we believe we would 
encounter extreme hardship in returning there, especially after the period of time 
which we have voluntarily requested and had in the United States, and our ex- 
pressed desire to remain in the United States, if possible, all of which would tend 
to affect our well-being in our native country were we to return there. 

May it also be said, without any desire to boast or to influence the outcome of 
this matter, the fact that prior to coming to the United States, I, Arthur Henrik 
Sorensen, was active in the underground activities in my native country on behalf 
of the Allies during World War II, and for which said activities I spent 20 months 
in a German concentration camp, and where my loyalties were definitely estab- 
lished and made of record, and particularly the fact that I was a non-Communist, 
and did not then nor do I now entertain any philosophy akin to communism, and I 
am certain that were I and my family to return to Denmark under the present un- 
certain conditions existing in Europe and the possibility of future conflict, I would 
no doubt and very speedily receive such penalties as would be inflicted upon me 
by those following the Communist line. We sincerely believe that we have been 
good law-abiding residents of the community of Tonopah, and that given the 
opportunity we can become good and worthy citizens of the United States. 

Ve have not limited our activities in the community to enterprises solely for 
our material gain, but have taken active part in community, church, and school 
activities, and have given generously of our time and effort in behalf thereof, 
not so much for any material remuneration therefrom, but more so for the joy 
and happiness that it has given us and the expression of appreciation which we 
have received. 

We have sought to remain in the United States permanently without the desire 
on our part to injure or prevent other people of our native country from coming 
here, but rather by having had the opportunity to acquaint ourselves with the 
United States, we have a sincere and honest conviction that we and our children 
after us can become real citizens and help in the development and growth of the 
community in which we live, and thereby benefit the Nation of which we wish 
to become a.part. 

We also wish to state that we are in good health, have kept up and paid our 
premiums on our illness and accident insurance, which was made necessary to 
our coming here, we are fully able and willing to work, and that under no cir- 
cumstances would we become public charges, as we now speak the language, 
have made many contacts, and have been accepted in all respects, even though 
we come from an outside country. Too, our relative, R. B. Sorensen, is now 
old and ill, and we are the only relatives upon which he can call for help, and to 
aid him in carrying on his mining activities in which he has been engaged for 
many vears in the district adjoining the community of Tonopah. 

We also feel that our general education, qualifications, should be a benefit and 
help to us as residents and later citizens of the United States. 

And, finally, may we state that in our plans to come to the United States, our 
actual coming, and our stay in the United States, has been without any subter- 
fuge whatever, nor with a desire to not comply with the laws of the United States, 
but rather, in fact we believe, we have done everything openly and have been 
counseled and advised by those who were represented to us as being in a position 
to counsel us. If allowed to remain in the United States, we pledge ourselves to 
a strict compliance with the laws and rules of the United States, a complete 
attention to and use of its language and customs, and to forthwith prepare ourselves 
for the qualifications required for citizenship and to prosecute the same with all 
speed as provided for under the laws of the United States. 

We believe we have been honest in all of our dealings with regard to this matter 
and write you the foregoing so that you may be fully informed. 

We appreciate the courtesy of being able to write to you with regard to this 
matter, and we shall remain ever grateful. 

Sincerely yours, 
Artruur H. SorENSEN, 
MarEN ANDERSEN SORENSEN. 
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VETERANS OF ForREIGN WARS OF THE UNITED STATEs, 

Tonopah, Nev., June 16, 1950. 

Hon. Senator Pat McCarran, 
United States Senate, Washington, D. C. 

DEAR SENATOR: It has come to our attention that Arthur Henrik Sorensen and 
his wife Maren Anderson Sorensen desire to remain in this country. The members 
of this post of the Veterans of Foreign Wars are 100 percent in favor of their 
doing so. 

Both Arthur and his wife are gainfully employed and have been so since they 
have been in this country. Neither one has taken a job away from anyone in 
this town. We have never seen anyone that has taken to our way of life and 
fitted right into the community as these folks have. 

We, the members of Kenneth J. Booth Post 1103 of the Veterans of Foreign 
Wars heartily endorse the petition of this fine family and hope that the Congress 
of the United States see their way clear to allow them to stay in our land and 
become permanent citizens. 

Respectfully yours, 
GLEN C, JEFFREY, Commander. 


Str. Patricx’s CHURCH, 

Tonopah, Nev., June 18,:1950. 

Hon. Pat McCarRANn, 
Washington, D. C. 


Dear SENATOR: Presuming your permission, I take the liberty to recommend 
for admission to citizenship Mr. and Mrs. Art Sorensen, of Tonopah. Although 
they are not members of my parish I have known them for more than a year as 
upright people, industrious, entirely reliable, in fine, most worthy and desirable 
as citizens of our country. I heartily wish you success in your commendable 
efforts in their behalf. 

Sincerely yours, 
Father T. O. Ryan. 





CENTRAL MARKET AND GROCERY, 
Tonopah, Nev., June 17, 1950. 
Re Arthur Sorensen, Tonopah, Nev. 
Hon. Pat McCarran, 
United States Senator From Nevada, 
Washington, D. C. 
Dear Senator: I am vyriting with regard to Mr. Sorensen, who desires to 
remain in the United States; namely Tonopah, Nev. 
To my knowledge, Mr. Sorensen and family, would make desirable citizens. 
He is a good worker and is steadily employed at the Progress Bakery in Tonopah, 
Personally and as president of the Tonopah Chamber of Commerce, I would 
like to request that you do everything in your power to help Mr. Sorensen with 
his request. 
Yours truly, 
C. B. Marry. 


Tue 20-30 CLiup or Tonopag, 
Tonopah, Nev., June 17, 1950. 
Subject: Arthur Henrik Sorensen and family. 
Hon. Par McCarran, 
United States Senator, Washington, D. C. 


Dear Senator McCarran: I write to vou in regard to Arthur Henrik Sorensen 
and family and in reference to the bill now pending in Congress that would allow 
Mr. Sorensen and family to remain in this country. As Mr. Sorensen is a member 
of our service club I feel it is well to have a report on what the members of our 
club have to say on the subject. 

Mr. Sorensen has been a member of our organization for the past 6 months. 
He is considered one of the best workers in our ranks and as ours is a service club 
he is contributing greatly to the betterment of our community. I would say 
that in the short time that Mr. Sorensen and family have been in our town they 
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have fit into our way of life and beliefs and would be considered an asset to any 
American community. I am sure that given the opportunity they will make 
fine citizens of our Nation. 

Both Mr. and Mrs. Sorensen hold jobs in our community and both are held 
in high regard by their employers. Both of their employers have had difficulty 
in the past filling the jobs and, therefore, their taking the positions has not taken 
the jobs from anyone else. 

We in Tonopah feel that it would be an extreme hardship on the family if they 
were made to return to their native country. We are of the belief that in allowing 
people of the type of the Sorensens to remain in our country, we will benefit greatly 
as they are the kind that are needed to help keep our country a democracy. 

I have written this letter in behalf of my fellow members with the hope that a 
country as big as ours and with a heart to match can see fit to let fine people like 
the Sorensens remain and help us in our way of life. 

Sincerely, 
Joun J. Friev, President. 


Procress BAKERY, 
Tonopah, Nev., June 19, 1950. 
Hon. Pat A. McCarran, 
Senate Office Building, Washington, D. C. 

Dear Senator McCarran: I wish to take this means of saying a few words in 
behalf of the Arthur H. Sorensen family’s efforts to remain in the United States. 
As you know, Mr. Sorensen has worked in this establishment for the past year. 
The family lives in this neighborhood. I have had an opportunity to see this 
family practically every day of the past year. On the basis of this observation, 
I do not. hesitate to recommend them highly to you. They are honest, sincere, 
and hard-working people and as long as we are accepting emigrants from Europe, 
I am certain that no better people could be found to replace them. Both Mr. and 
Mrs. Sorensen are fitted by training and experience to fit well into the society of 
this country. After only 1 year here they both speak English well; they act, 
think, and behave as we do. Iam certain that, given the chance, they will make 
fine citizens of our country. 

If there is any further information I can give you or any way I can be of help 
please advise. 

Yours truly, 
T. L. TANNER. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 51) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 52} 


The Committee on the Judiciary, to which was referred the bill 
(S. 52) for the relief of Delfo Giorgi, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is po grant the status of permanent residence 


in the United States to Delfo Giorgi. The bill provides for an appro- 
priate quota deduction and for the payment of the required visa fee 
and head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of 
Italy who last entered the United States as a visitor on July 19, 1949. 
He is residing with an uncle, Gus Pucinelli, who is a citizen of the 
United States and a resident of Elko, Nev. It is stated that Mr. 
Pucinelli is an elderly man and needs the services of the beneficiary of 
the bill in his business. 

A letter dated February 8, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
General, with reference to a bill which was introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 


Washington, February 8, 1950. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2586) for the relief of Delfo Giorgi, 
an alien. 

The bill would provide that, for the purpose of the immigrstion and naturaliza- 
tion laws, Delfo Giorgi shall be considered to have been lawfully admitted to the 
United States for permanent residence as of the date of his last entry into the 
United States, upon the payment of the required visa fee and head tax. It would 
also direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of Italy, having been born in that 
country on February 22, 1921. He last entered the United States at the port of 
New York on July 19, 1949, when he was admitted as a temporary visitor until 
January 18, 1950. 

Mr. Giorgi testified that he was unmarried, and that his parents reside at 
Fagnano, Lucca, Italy. He is visiting in the United States with an uncle, Gus 
Puccinelli, a merchant, in Elko, Nev. A shop owner himself, Mr. Giorgi advised 
that he did not come to this country to seek employment, although he desires to 
remain here as long as possible. He claims to have been a bona fide visitor at the 
time of his entry and to have maintained that status. There is nothing in the 
file to indicate that he is not a person of good moral character. 

The quota of Italy, to which the alien is chargeable, is oversubscribed, and an 
immigration visa is not readily obtainable. The record presents no facts, how- 
ever, which would justify granting him exemption from the requirements of the 
immigration laws. In recent years, many aliens have entered the United States 
as temporary visitors and thereafter endeavored to remain permanently. The 
enactmeat of special legislation in Mr. Giorgi’s behalf would undoubtedly encour- 
age others, in whose cases immigration visas are not readily obtainable, to seek 
exemption from the general immigration laws, 

Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


A number of affidavits in support of the bill have been submitted 
to the Senate Committee on the Judiciary, among which are the 
following: 

AFFIDAVIT 


Srate or NEvaDaA, 
County of Elko, ss: 


Gus Puccinelli, being first duly sworn, deposes and says that he is 70 years of 
age and has been in America for 46 years and is an American citizen; that he 
owns and operates a business in the city of Elko, State of Nevada; that he is 
financially independent. 

That his business consists of a grocery and meat market and that at the present 
time he operates the said business by himself, along with his brother Fred Pucci- 
nelli; that your affiant will be unable to actively participate in the operation of 
said business for a much longer period of. time and that he has no one to whom 
he can turn over his interest in the said business. That he has one son who is 
actively engaged in the practice of law and is therefore unable to help in the 
operation of the business; that his only daughter is married and has a family of 
her own. 

That Delfo Giorgi is the nephew of vour affiant and has been residing with him 
for approximately a year; that your affiant knows Delfo Giorgi to be a man of high 
moral character. That if Delfo Giorgi were permitted to stay in the United States 
and become a citizen of this countrv, as he desires to do, your affiant can guarantee 
that the said Delfo Giorgi will be financially independent. 

That vour affiant has lived in Elko County, Nev., for a number of years and 
knows the extreme and critical need for sheepherders in and around the Elko 
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Cotinty area; that Delfo Giorgi is qualified as a sheepherder and would be willing 
to accept such employment if he were able to do so. 


Gus PUCCINELLI. 
Subscribed and sworn to before me this 31st day of July 1950. 
F. Grant SAWYER, 


Notary Public. 
My commission expires July 1, 1952. 





AFFIDAVIT 
Strate or NEvapDaA, 


County of Elko, ss: 


Charles Osborn, being first duly sworn, deposes and says that he is the manager 
of the First National Bank, city of Elko, State of Nevada branch; that he knows 
the financial status of Gus Puccinelli and knows him to be a man of substantial 
means. That Gus Puccinelli is a man of high moral standing in his community 
and is honest and fair in his business dealings. That he is a man of 70 years of age 
and operates a grocery and meat market in the city of Elko, State of Nevada; 
that no members of his immediate family are in a position to give assistance in the 
operation of his business; that he will not be able to carry on the business for a 
much longer period of time by himself and is badly in need of help at the present 
time. 

That his nephew, Delfo Giorgi, has been residing with him for approximately a 
year. That from what your affiant knows of the said Delfo Giorgi he is honest, 
hard working and sincere; that he is able and competent to render the assistance 
needed by his uncle, Gus Puccinelli; that he would make an honest, loyal and in 
every way a desirable American citizen. 

CHARLES OSBORN. 


Subscribed and sworn to before me this 31st day of July, 1950. 


[SEAL] F. Grant Sawyer, 
Notary Public. 
My commission expires July 1, 1952. 





AFFIDAVIT 
State or NEvapa, 
County of Elko, ss: 

Delfo Giorgi, being first duly sworn, deposes and says, that he is an Italian 
citizen; that he has been in the United States for approximately 1 year and that 
during this time he has been residing with his uncle, Gus Puccinelli, in the city 
of Elko, State of Nevada. 

That prior to coming to the United States your affiant was most of the time 
unemployed in Italy; that since arriving in the United States your affiant has not 
been gainfully employed, due to immigration restrictions on such employment, 
but that he knows that his uncle, Gus Puccinelli, a man of 70 years of age, who 
operates a market in the city of Elko is badly in need of help in the operation of 
the business; that his uncle, Gus Puccinelli, has none of his immediate family 
who can give him assistance in the operation of the store; that his uncle is an 
elderly man and will not be able to actively operate the business by himself for 
much longer period of time. That your affiant has also learned that there is a 
critical need for sheepherders in the Elko area; that your affiant is qualified for 
such employment and would be willing to accept such employment if he were 
allowed to remain in the United States. 

That your affiant knows and understands the American way of life and the 
principals of democracy and is desirous of becoming an American citizen 


DeLro GIoRGI. 
Subscribed and sworn to before me this 31st day of July 1950. 
[SEAL] F,. Grant Sawyer, Notary Public. 
My commission expires July 1, 1952. 


The committee, after consideration of all the facts in the case, is of 
the opinior that the bill (S. 52) should be enacted. 


0 











Calendar No. 12 


82n ConGREss t SENATE Report 
No. 11 


1st Session 


VITTORIO QUILICI 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 53] 


The Committee on the Judiciary, to which was referred the bill 
(S. 53) for the relief of Vittorio Quilici, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Vittorio Quilici. The bill provides for appro- 
priate quota deduction and for the payment of the required visa fee 
and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 39-year-old native and citizen of 
Italy, who last entered the United States as a visitor on June 2, 1949. 
He is residing with two brothers, who are businessmen of long residence 
in Wells, Nev. He also has brothers in Twin Falls, Idaho, and San 
Francisco, Calif. 

It is the information of the committee that he is a qualified sheep- 
herder and it is stated that there is a need for qualified sheepherders 
in Elko County, Nev., where the beneficiary presently resides. 

A letter dated February 24, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney Gen- 
eral, with reference to a bill which was introduced in the Kighty-first 
Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 
Washington, February 24, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2587) for the relief of Vittorio 
Quilici, an alien. 

The bill would provide that Vittorio Quilici shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
his entry, upon payment of the required visa fee and head tax. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Vittorio — is a native and citizen of Italy, having been born in 
Lammari, Capannori, Lucca, Italy, on January 20, 1911. He entered the United 
States at the port of New York, and, after being temporarily detained, was admit- 
ted on June 2, 1949, until November 28, 1949, as a temporary visitor under sec- 
tion 3 (2) of the Immigration Act of 1924, upon the posting of a $500 departure 
bond. Proceedings to enforce his departure from this country were ordered held 
in abeyance pending consideration of this bill. 

The files further reflect that Mr. Quilici has two brothers, who are businessmen 
of long residence in Wells, Nev., where he is presently residing. He also has 
brothers in Twin Falls, Idaho, and San Francisco, Calif. He claims that he has 
maintained his status as a bona fide visitor in this country, but that he desires 
to adjust his immigration status to that of permanent residence in order that he 
might become self-supporting. He stated that he did farming in Italy and would 
continue in agricultural pursuits in this country if permitted to remain. He is not 
married and has no one dependent upon him for support. 

The quota of Italy, to which the alien is chargeable, is oversubscribed for many 
years, and an immigration visa is not readily obtainable. The record fails, how- 
ever, to present considerations sufficient to justify the enactment of special legisla- 
tion granting him a preference over the many other alien abroad who are awaiting 
an opportunity to come to this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


A number of affidavits have been submitted to the committee in 
connection with the case, among which are the following: 


AFFIDAVIT 
Strate or NEVADA, 
County of Elko, ss: 

Vittorio Quilici, being first duly sworn, deposes and says: 

That he is an Italian citizen; that he came to the United States in May 1949 
from Italy and is now in a visitor’s status. That he has been with his brother, 
Leo Quilici, in Wells, Nev., since coming to the United States. That his family 
in Italy consists of one brother and one married sister; that he has five brothers in 
America. 

That when he left Italy he was without work there and there were no jobs 
available; that since arriving in the United States he has not been gainfully em- 
ployed due to the fact that he is forbidden to have employment while in this 
country on a visitor’s visa. That his brother, Leo Quilici, owns three businesses 
in the town of Wells, State of Nevada, and that he is badly in need of help in oper- 
ating the businesses. That in addition to that your affiant has discovered that 
there are numerous other job opportunities in Elko County, Nev., for which your 
affiant is qualified, including sheepherding. 
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That your affiant understands the American way of life and the principles of 
democracy and would like very much to have the opportunity to become an Ameri- 
can citizen. 

Vittorio Qutiuici, A ffiant. 

Dated July 31, 1950. 

Subscribed and sworn to before me this 31st day of July 1950. 


[SEAL] G. BoLLSHWEILER 
Notary Public. 
My commission expires April 1, 1954. 


AFFIDAVIT 
Strate or NEvapaA, 
County of Elko, ss: 

Leo Quilici, being first duly sworn, deposes and says: 

That he is the brother of Vittorio Quilici. That he is now 55 years old and has 
been in America for 40 years; that he is an American citizen. 

That his brother, Vittorio Quilici, has been living with him in Wells, Nev., since 
May 1949. 

That your affiant is a businessman in Wells, Nev., and is badly in need of help 
in the operation of his businesses there; that should Vittorio Quilici be allowed to 
stay in the United States your affiant can guarantee employment and financial 
security for Vittorio Quilici. 

That your affiant has four brothers in America and that the only remaining 
members of the family living in Italy, excluding Vittorio Quilici, is one brother 
and one sister. 

That your affiant known of his own knowledge that Vittorio Quilici knows and 
understands the American way of life and would make a desirable American 
citizen. 

Leo Quiuict, Affiant. 

Dated July 31, 1950. 

Subscribed and sworn to before me this 3lst day of July 1950. 

G. BOLLSCHWEILER, 
Notary Public. 
My commission expires April 1, 1954. 





AFFIDAVIT 
Srare or NEvaDA, 
County of Elko, ss; 


Richard Duca, being first duly sworn, deposes and says: 

That he is a resident of Elko County, Nev., and resides in Wells, Nev.; that he 
knows, and has known for a good many years, Leo Quilici and knows him to be 
an honest businessman and a good American citizen. 

That your affiant has come to know Vittorio Quilici, who has been residing with 
Leo Quilici in Wells, Nev.; that there are numerous job opportunities for the 
said Vittorio Quilici in and around Wells, Nev., one of which is employment 
with his brother Leo Quilici, another of which is the ever-present need for sheep- 
herders. 

That your affiant knows of his own knowledge that Vittorio Quilici has the 
character and abilities requisite to becoming a good American citizen. 

Ricuarp Doca, A ffiant. 

Dated: July 31, 1950. 

Subscribed and sworn to before me this 31st day of July 1950. 

G. BoLLScCHWEILER, 
Notary Public. 
My commission expires April 1, 1954. 
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AFFIDAVIT 
STaTE oF NEVADA, 


County of Elko, ss: 

Clarence Sharp, being first duly sworn, deposes and says: 

That he is a businessman in the town of Wells, State of Nevada, that he has 
known Leo Quilici and other members of the Quilici family for a number of years 
and knows them all to be leaders in their respective communities and men of high 
moral caliber. That Leo Quilici and other members of his family are financially 
secure. 

That he knows Vittorio Quilici, the brother of Leo Quilici, and knows him to be 
a man of honest and sincere character and high moral values. That as a resident 
of Elko County your affiant knows of the need of qualified sheepherders in Elko 
County; that the sheepherding industry has long suffered due to a lack of qualified 
people to watch and care for the animals. That he knows Vittorio Quilici to be 
qualified as a sheepherder. That men of these qualifications are now, and have 
been for a long period of time, badly needed in the Elko County area. 


CLARENCE SuHarp, A ffiant. 
Dated July 31, 1950. 


Subscribed and sworn to before me this 31st day of July 1950. 


G. BOLLSCHWEILER, _ 
Notary Public. 


My commission expires April 1, 1954. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 53) should be enacted. 


O 
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JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 54} 
6 


The Committee on the Judiciary, to which was referred the bill 
(S. 54) for the relief of Stella Jean Stathopoulou, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Stella Jean Stathopoulou. The bill provides 
for an appropriate quota deduction and for the payment of visa fee 
and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 30-year-old native and citizen of 
Greece, and she last entered the United States on December 26, 1947, 
as the fiancée of a United States citizen veteran of World War II. The 
citizen fiancé of the beneficiary of the bill subsequently married another 
girl, and Miss Stathopoulou, therefore, failed to fulfill one of the con- 
ditions of her admission. She has a brother and sister residing in the 
United States who guarantee that she will not become a public charge. 

A letter dated June 12, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Acting Deputy Attorney General, 
with reference to a bill which was introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 


Washington, June 12, 1950. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in reply to your request for the views of the De- 
a of Justice with regard to the bill (S. 2695) for the relief of Stella Jean 

tathopoulou, an alien. 

The bill would provide that, in the administration of the immigration and 
naturalization laws, Stella Jean Stathopoulou shall be considered to have been 
lawfully admitted into the United States for permanent residence as of December 
26, 1947, upon payment of the required head tax and visa fee. It would also 
direct the Secretary of the State to instruct the quota-control office to deduct one 
number from the nonpreference category of the first available immigration quota 
for nationals of Greece. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Stella Jean Stathopoulou was born in Canea, Crete, Greece on 
January 5, 1920, and is a citizen of that country. Coming from Greece, her only 
entry into the United States occurred at the port of Boston on December 26, 
1947, when she was admitted for a temporary period of 3 months, pursuant to the 
provisions of Public Law 471, Seventy-ninth Congress, as amended, as the alien 
fiancée of a United States citizen veteran of the Armed Forces during World War 
II. Under the terms of her admission, since the marriage did not occur within the 
temporary period specified, she is subject to deportation in accordance with the 
provisions of sections 19 and 20.of the Immigration Act of 1917, as amended. 
Accordingly, a warrant of arrest in deportation proceedings issued against her on 
January 6, 1949, and after a hearing she was found to be deportable. There 
presently is outstanding an order of the Board of Immigration Appeals, dated 
— 2, 1949, directing that she be required to depart from the United States 
without expense to the Government, to any country of her choice within 90 days 
after notification of the decision. Further action to enforce her departure from 
= or States, however, was ordered held in abeyance pending consideration 
of this bill. 

According to information contained in the files, Miss Stathopoulou and her 
fiancé, George Chaconas, a native-born citizen of the United States, never met 
until after her arrival in this country. Miss Stathopoulou’s sister, Mrs. Marie 
Chaconas, is married to an uncle of George Chaconas, and it was she who arranged 
a corresponding acquaintance between her alien sister and George Chaconas, 
which later resulted in his proposal of marriage. Prior to the alien’s arrival in the 
United States, however, George Chaconas appears to have become acquainted 
with another woman, whom he later married, and could not therefore lawfully 
enter into a marriage with the alien. Moreover, according to the testimony. of the 
alien and George Chaconas, after meeting they determined that their personal 
feelings toward each other were not sufficiently strong to support the obligations 
of matrimony. 

In the meantime, Miss Stathopoulou commenced attendance at a business 
college in Washington, D. C., and submitted an application to the Immigration 
and Naturalization Service for her status to be changed from that of a visitor 
for a temporary period, to that of a student. Her application was denied, since 
she had already violated the terms of her temporary admission into this country. 
She stated that in addition to her married sister, she also has a brother, George 
Stevens, living in the United States who conducts a restaurant in Washington, 
D. C. Her mother, two sisters and two brothers still reside in Greece. The 
record fails to disclose any information of an adverse nature with respect. to her 
character. 

The quota of Greece, to which the alien is chargeable, is oversubscribed for 
several years and a quota immigration visa is not readily obtainable. No facts 
introduced in her case appear to warrant the enactment of special legislation 
granting her a preference over the many other persons chargeable to the same 
quota who likewise desire to enter the United States for permanent residence and 
to join relatives, but who must wait abroad for the issuance of quota immigration 
visas. Furthermore, in view of the precise provisions of the terms of her admission 
to this country, to enact this measure would tend to encourage other aliens to seek 
exemption from the general immigration laws in a like manner. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 
Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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In addition, the beneficiary of the bill and her married sister have 
submitted the following letters in connection with the case: 


WasHincTon, D. C., July 12, 1950. 
Hon. Pat McCarran, 
Chairman, Judiciary Committee, United States Senate, 
Washington, D. C. 

Str: In connection with bill S. 2695 introduced on my behalf on October 14, 
1949, in the Senate, I wish to state the following: 

I came to the United States on December 26, 1947, with the full intent and pur- 
pose of marrying one George Chaconas, my fiancé. Unfortunately, the marriage 
was not consummated due to my fiancé’s apparent indifference toward me which 
subsequently resulted in his severance of relations with me and his marriage to 
another girl. 

I truthfully feel that if this bill does not pass and I am made to return to my 
native country Greece, I will suffer a great hardship not only from an economic 
point of view but also morally, inasmuch as upon my return I would be looked 
upon by the folks at home as a jilted bride, and perhaps my future happiness would 
be unquestionably doomed, whereas, if I am permitted to stay here, I will continue 
to make my home with my widowed sister who is sufficiently independent finan- 
cially to support me and not allow me to become a public charge. 

Therefore, I respectfully request your favorable recommendation toward the 
passage of this bill not only from the standpoint of the equities mentioned above, 
but also as a token of American justice for wrongs committed by its citizens to 
unfortunate nationalists such as me. 

Respectfully yours, 


STELLA STATHOPOULOU. 


WasuinctTon, D. C., July 12, 1950. 
Hon. Pat McCarran, 


Chairman,’ Judiciary Committee, 
United States Senate, Washington, D. C. 

Str: In connection with bill S. 2695 introduced on behalf of my sister on Octo- 
ber 14, 1948, I wish to corroborate the fact that I am the sister of the alien involved 
in said bill; that she has been residing with me here since her arrival in this country 
on December 26, 1947; that it is my desire to keep and support her as long as she 
chooses to remain with me, and I furthermore guarantee that she will not become 
a public charge thereof. 

Respectfully yours, 


Marie G. CHACONAS. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 54) should be enacted. 


O 
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ERTOGROUL OSMAN AND MEHMED FAHREDDIN 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 57] 


The Committee on the Judiciary, to which was referred the bill 
(S. 57) for the relief of Ertogroul Osman and Mehmed Fahreddin, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Ertogroul Osman and Mehmed Fahreddin. 
The bill provides for appropriate quota deductions and for the pay- 
ment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are brothers who were born in Con- 
stantinople, Turkey, on August 18, 1912, and November 15, 1911, 
respectively, and they last entered the United States on June 4, 1939, 
as visitors. They are stateless. Their father is dead, and their 
stepmother is a native-born citizen of the United States. 

A letter dated December 20, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 4003, which was introduced in the Eighty-first Congress 
for the relief of the same aliens, reads as follows: 
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DEcEMBER 20, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 4003) for the relief of Ertogroul 
Osman and Mehmed Fahreddin, aliens. 

The bill would provide that Ertogroul Osman and Mehmed Fahreddin shall be 
deemed to have been admitted into the United States for permanent residence 
as of June 4, 1939, upon the payment of the required visa fees and head taxes. 
It would also direct the Secretary of State to instruct the quota-control officer to 
deduct two numbers from the appropriate quota for the first -year that such 
numbers are available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Ertogroul Osman and Mehmed Fahreddin are brothers who were 
born in Constantinople, Turkey, on August 18, 1912, and November 15, 1911, 
respectively. They claim to be stateless. They last entered the United States 
at the port of New York on June 4, 1939, when they were admitted as temporary 
visitors under section 3 (2) of the Immigration Act of 1924, for 6 months to visit 
their father who also was here as a temporary visitor. Various extensions of 
their temporary stay were granted the aliens until December 16, 1949. Further 
application for an extension of stay was denied them on February 10, 1950, and, 
upon their failure to depart, they were made the subjects of warrants of arrest 
in deportation proceedings on July 31, 1950, containing the charge that after 
admission as visitors they had remained longer than permitted. 

The files further reveal that the aliens have not engaged in any remunerative 
employment since entering the United States. They have received between 
$200 and $300 a month from their parents for their support. They also claim 
to have funds in various European countries amounting to approximately $100,000. 
It appears that their stepmother, Elsie Jackson Burhnoddin, is a native-born 
citizen of the United States residing in New York City. Their father died in 
the United States on May 29, 1949. It further appears that on December 9, 
1946, Ertogroul Osman was married to Guida Twersky, a legal resident of the 
United States. 

Both of the beneficiaries of the bill, claiming to have last been citizens of 
Albania, filed applications for relief from military service on April 27, 1942, with 
local board No. 2, Washington, D. C. The record indicates that Ertogroul 
Osman and Mehmed Fahreddin entered this country in the possession of pass- 
ports issued in Paris, France, by personal direction of King Zog of Albania, 
dated July 20, 1936, and November 18, 1937, respectively. On the basis of in- 
formation furnished the Immigration and Naturalization Service by the Depart- 
ment of State to the effect that both aliens had been deprived of Turkish citizen- 
ship and appeared to be Turkish refugees, orders that denied them further ex- 
tensions of their temporary stays were withdrawn and action to enforce their 
departure from the United States was deferred until December 16, 1949. 

Mr. Osman, by reason of his marriage to a legal resident of the United States, 
is eligible to file an application for suspension of deportation under section 19 
(ec) (2) (a) of the Immigration Act of 1917, as amended, if he can prove that his 
deportation would result in a serious economic detriment to his legal resident 
wife. Furthermore, since both aliens have been residing continuously in the 
United States for more than 7 years, they are eligible to file application for sus- 
pension of deportation pursuant to section 19 (c) (2) (b) of the Immigration Act 
of 1917, as amended. 

The records of this Department do not show what action was taken by the 
selective service board at the time the aliens applied for relief from military 
service. If they actually were citizens of a neutral country they would be forever 
barred from becoming naturalized citizens of the United States and therefore 
inadmissible to this country under section 13 (c) of the Immigration Act of 1924. 
If it should be ascertained that their applications for relief from military service 
as neutral aliens were erroneously granted by the selective service authorities 
and that each was not, in fact, ‘‘a citizen or subject of a neutral country” as 
required by section 3 (a) of the Selective Training and Service Act of 1940, as 
amended (54 Stat. 885, 55 Stat. 844, 56 Stat. 1018, 50 U. S. C. 303), they would 
not be held to be within the class ineligible for citizenship. If, and when, they 
file their applications for suspension of deportation as indicated above, a proper 
adjudication of this matter may be made. 
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The quota of Turkey, to which these aliens are chargeable, is oversubscribed 
and immigration visas are not readily obtainable. Their case, however, presents 
no facts which would justify granting them a preference over other aliens who are 
awaiting abroad for quota immigration visas. Furthermore, they have not 
exhausted the administrative remedies available to them. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Psyton Forp, 
Deputy Attorney General. 


The following documents have been submitted to the Senate Com- 
mittee on the Judiciary in connection with the bill: 


As we have informed the immigration authorities, political developments in 
Egypt since the filing of our affidavit of December 20, 1948, have made it quite 
impossible for us even to hope to obtain entry into Egypt. 

The immigration inspector in charge of our matter is Inspector Kerns in New 
York. 

ERTOGROUL OSMAN, 
MEHMED FAHREDDIN. 


DrEcEMBER 4, 1950, 
To Whom It May Concern: 

I, Princess Burhaneddin, of 550 Park Avenue, New York City, hereby state 
that I have always taken care of my two stepsons, Mehmed Fahreddin and Erto- 
groul Osman, and that since my husband’s death, particularly in view of the fact 
that my late husband’s estate has not been settled yet, I have always held the 
sum of $300 monthly at the disposal of each. Sometimes they have not claimed 
this since they have other sources of income. I have done this in the past and 
intend to do so as long as it remains necessary. 

PRINCESS BURHANEDDIN. 

I have always considered them as members of my own family. 





OcToBER 30, 1950. 

Dear Mr. Hvueues: Confirming our conversation with you, we want to state 
again that we both have family funds in excess of $100,000 each, in different 
countries abroad. Because of our somewhat complicated political situation most 
of these funds are kept in the name of various friends. From time to time when 
needed, we transfer money from foreign countries, usually at a loss of about 
50 percent, and use it here. Because of the stringent monetary control in the 
countries involved, this is always a very delicate operation. 

If we obtain the right to remain in this country and thus obtain the necessary 
papers for traveling, we intend to go abroad in order to transfer as much of that 
money as possible and invest it here. 

In addition to this we are, of course, waiting for the settlement of our late 
father’s estate both here and abroad. 

Yours sincerely, 


. 


E. OSMAN. 
M. FAHREDDIN. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 57) should be enacted. 


O 
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EDULJI DINSHAW AND MRS. BACHOO DINSHA 
WORONZOW 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany 8. 58] 


The Committee on the Judiciary, to which was referred the bill 
(S. 58) for the relief of Edulji Dinshaw and Mrs. Bachoo Dinsha 
Woronzow, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States of Edulji Dinshaw and Mrs. Bachoo Dinsha 
Woronzow upon payment of the required visa fees and head taxes. 
The bill also provides for the appropriate quota deductions. 


STATEMENT OF FACTS 


Edulji Dinshaw and Mrs. Bachoo Dinsha Woronzow, who are 
brother and sister, first entered the United States on October 15, 1939. 
Since that time they have maintained continuous residence in the 
United States except for short periods during which they have been 
temporarily absent on urgent business. Both beneficiaries of the bill 
have holdings in enterprises in various parts of the world and main- 
tain continuous contact with persons who possess information which 
is of significance to the interests of the United States. Both bene- 
ficiaries are of the highest moral character and would make worthy 
citizens of the United States. 

A letter dated December 15, 1950, addressed to the chairman of the 
Senate Committee on the Judiciary from Mr. Peyton Ford, Deputy 








2 EDULJI DINSHAW AND MRS. BACHOO DINSHAW WORONZOW 


Attorney General, with reference to S. 4069, which was a bill intro- 
duced in the Eighty-first Congress for the relief of the same aliens, 
reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, December 15, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 4069) for the relief of Edjulji Din- 
shaw and his sister, Mrs. Bachoo Dinsha Woronzow, aliens. 

The bill would provide that Edjulji Dinshaw and his sister, Mrs. Bachoo 
Dinsha Woronzow, shall be considered to have been lawfu ly admitted to the 
United States for permanent residence as of the date of their last entries, upon 
payment of the required visa fees and head taxes. It would also direct the 
Secretary of State to instruct the quota-control officer to deduct two numbers 
from the appropriate immigration quota for the first year that such quota is 
available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Adjulji Dinshaw and Mrs. Bachoo Dinsha Woronzow, his sister, 
are natives and citizens of India, of the East Indian race, having been born in 
Bombay on October 23, 1916, and July 24, 1914, respectively. Edjulji Dinshaw 
was admitted to the United States at the port of New York on September 15, 
1949, under section 3 (2) of the Immigration Act of 1924 for a period to expire on 
March 14, 1950. He has neither requested nor been granted an extension of his 
temporary stay beyond that date. His sister, Mrs. Woronzow, entered the 
United States at the port of New York on February 15, 1950, when she was 
admitted for a period of 3 months, subsequently extended until September 14, 
1950. She applied for preexamination on June 21, 1950, which application was 
denied on the ground that she had not residedi n the United States continuously 
for 1 year as required by regulations made under the immigration laws. Mrs. 
Woronzow testified that she departed from the United States on July 21, 1950, and 
reentered on November 10, 1950, at New York by airplane, when she was ad- 
mitted as a temporary visitor for business until February 9, 1951. It appears 
that the brother and sister first entered the United States at New York on October 
15, 1939, when they were admitted as temporary visitors for a period of 6 months. 
Both have reentered as temporary visitors several times. They presently reside 
in New York City, and neither has been employed while in the United States. 

The files further reveal that Mrs. Woronzow testified that her correct name is 
Bachoobai Dinshaw, that she married Mr. Ramon Woronzoff-Dashkoff, a natural- 
ized United States citizen, on March 24, 1947, while visiting in this country, and 
that she has no children. According to her statement, she obtained an annulment 
of her marriage, which will become final in January 1951, though the decision is 
being appealed. 

The quota of India, to which the aliens are chargeable, is oversubscribed, and 
immigration visas are not readily obtainable. In this respect, their case is similar 
to those of many other aliens residing abroad who desire to obtain the benefits of 
residence in the United States but who are unable to obtain the prompt issuance 
of immigration visas because of the oversubscription of the quotas to which they 
are chargeable. There are no facts presented in their case to justify granting them 
preferential treatment over such other aliens by exempting them from the general 
quota requirements of the immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


A letter dated January 9, 1951, addressed to Senator Pat McCarran, 
the sponsor of the bill, from Mr. A. R. Mackey, Acting Commissioner, 
Immigration and Naturalization Service, with reference to S. 4069 of 
the Eighty-first Congress reads as follows: 
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Unirep Srates DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
OFFICE OF THE COMMISSIONER, 
Washington 25, D. C., January 9, 1951. 
Hon. Par McCarran, 
United States Senate, Washington, D. C. 

Dear SENATOR McCarran: Reference is made to the cases of Edjulji Dinshaw 
and his sister, Mrs. Bachoo Dinsha Woronzow, on whose behalf you introduced a 
private bill in the Senate (S. 4069, 8ist Cong., 2d sess.) to provide that the indi- 
viduals shall be held to have been lawfully admitted to the United States for per- 
manent residence for the purposes of the immigration and naturalization laws. 
We note that the bill passed the Senate on December 15, 1950. 

Mr. Richard Arens, a member of the staff of the Senate Judiciary Committee, 
advised us that when the bill reached the House of Representatives the House 
Judiciary Committee refused to take any action on the ground that there was 
administrative relief available. 

We have given very careful consideration to the records in these cases and it 
appears to us as a result thereof that no prima facie case of eligibility for adminis- 
trative relief exists. The only provision of law which could have been considered 
in these cases is that found in section 19 (c) (2) of the act of February 5, 1917, 
as amended, relating to suspension of deportation of aliens who have resided in 
the United States for 7 years and who were so residing in this country on July 1, 
1948. As previously stated we have been unable to find, prima facie, that such 
residence exists on the part of the individuals concerned. Based thereon it is our 
conclusion that the records do not disclose eligibility for any administrative relief. 

It was believed that you would wish to have this information for your files and 
consequently we are pleased to furnish it to you. 

Sincerely, 
A. R. Mackey, 


Acting Commissioner. 
It is the opinion of the committee that it is in the public interest to 
grant the beneficiaries of the bill the status of permanent residence. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill, S. 58, should be enacted. 


O 
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VERNON CRUDGE 
JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 59] 


The Committee on the Judiciary, to which was referred the bill 
(S. 59) for the relief of Vernon Crudge, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to enable Vernon Crudge, a citizen of 
Great Britain who was born in China of British parents, to apply for 
an immigration visa for admission into the United States for per- 
manent residence under the quota for Great Britain. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in 1912 in China but is a 
citizen of Great Britain. He last entered the United States on May 
17, 1950, as a treaty trader, and subsequently his status was changed 
to that of a temporary visitor. He was employed by the British 
Overseas Airways Corp. for a number of years as director and general 
manager of the western division. Due to the fact that Mr. Crudge 
was born in China, he is chargeable to the Chinese quota, although 
he is British and his parents were British. Had he been born in 
Great Britain, he could readily obtain a quota immigration visa. 

A letter dated November 10, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General, 
with reference. to a bill which was introduced in the Lighty-first 
Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 


Washington, November 10, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My DeAr Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 4106) for the relief of Vernon Crudge. 

he bill would provide that Vernon Crudge shall be considered to have been 
lawfully admitted to the United States as of the date of his last entry, upon 
payment of the required visa fee and head tax. It would also direct the Secretary 
of State to instruct the quota-control officer to deduct one number from the 
appropriate immigration quota for the first year that such number is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien was born of the white race on March 17, 1912 in Wei Hai Wei 
(Port Edward), China, and that he is a citizen of Great Britain. He entered the 
United States at the port of New York on May 17, 1950, when he was admitted 
as a treaty trader under section 3 (6) of the Immigration Act of 1924 until June 1, 
1950. Subsequently his application for a change of status was granted and his 
immigration status was changed from that of a treaty trader to that of a tem- 
porary visitor until January 11, 1951. 

The record further reflects that Mr. Crudge was previously admitted into the 
United States for a short period of time each year from 1942 until 1949. He 
stated that he had been employed by the British Overseas Airways Corp. for a 
number of years as director and later general manager of the western division and 
that in the early part of 1950 he had acted in a consultative capacity only. He 
severed his connection with that corporation about the time his request was made 
for a change of status. Mr. Crudge’s wife and family reside in London, England. 
He stated that he is not employed, that he is a guest in the home of friends in 
New York, and that his assets consist of a $2,000 bank deposit. 

The quota for China, to which Mr. Crudge is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The record fails, however, 
to present facts justifying the enactment of special legislation exempting him from 
the requirements of the general immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Pat McCarran, the author of the bill, has submitted the 
following information in connection with the bill: 


Mr. Vernon G. Crudge, a British subject by birth, was born of British parents 
in Weihaiwei (Port Edward), North China, on March 17, 1912. Port Edward, 
which on March 17, 1912, was British territory, was subsequently returned to 
the Chinese Government and presently is under the control of and is a part of 
the Republic of China. The father of Mr. Crudge was a former British Army 
officer born in Devonshire, England, and at the time of his son’s birth was in 
the British Colonial Service in Weihaiwei. The mother of Mr. Crudge was born 
in London, England. As a child born in the British Colonial Service, the birth 
certificate of Vernon G. Crudge is recorded in the Office of the British Registrar 
of Births and Deaths, Somerset House, London, establishing him a British subject 
by birth. 

“Vernon G. Crudge came to the United States in June 1942 under authorizations 
renewed from time to time and was last admitted on May 17, 1950, under the 
status of a section 3 (6) treaty merchant. Subsequently, in July 1950, his status 
was changed from a treaty merchant to that of a visitor under section 3 (2) of 
the Immigration Act of 1924. The change resulted from the fact that Mr. 
Crudge had discontinued his status as a treaty merchant and desired to remain 
in the United States as a visitor for an additional period of time. 

Mr. Crudge now desires and seeks to become a permanent resident of the 
United States but is prevented from accomplishing this due to the unfortunate 
circumstances concerning the place in which he was born which originally, as 
indicated above, was British territory but due to territorial changes is now, at 
least for quota purposes under the act of 1924, under the Chinese Government. 
It will be a considerable period of time, due to the condition of the Chinese quota 
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before he will be able to acquire permanent residence in the United States. It is 
essential to him that he acquire such residence, not only for the purpose of en- 
gaging in commercial business in this country, which will require frequent trips 
abroad, but also to realize his ultimate desire to acquire American citizenship. 
It should be further noted that had Mr. Crudge, a British subject, been born in 
the United Kingdom (to which country he first returned from Weihaiwei prior 
to his second birthday) he could readily obtain an immigration visa under the 
British quota for the purpose of establishing permanent residence in the United 
States. But as stated above, he is prevented from so doing by reason of his 
British birth in the port now known as Weihaiwei. 

It should also be mentioned that during World War II, Mr. Crudge was engaged 
in work connected with the Royal Air Force Transport Command Services and 
the United States Army Air Transport Command Services in Africa, where he 
was stationed to special duty in this regard. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 59) should be enacted. 


O 
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STEFANOS STEFANOU 


JANUARY 17 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §S. 62] 


The Committee on the Judiciary, to which was referred the bill 
(S. 62) for the relief of Stefanos Stefanou, having considered the same, 


reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Stefanos Stefanou. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee and head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 39-year-old native citizen of Greece 
who is presently residing in Raleigh, N. C., where he is employed as 
night manager in a restaurant. "He is married to a citizen of the 
United States. 

A letter dated September 6, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorne »y Gen- 
eral, with reference to a bill which was introduced in the E ighty-first 
Congress for the relief of the same alien, reads as follows: 

SEPTEMBER 6, 1949. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 


Department of Justice relative to the bill (S. 1260) for the relief of Stefanos 
Stefanou. 


The bill would direct the Attorney General to record the lawful admission for 
permanent residence in the United States of Stefanos Stefanou as of the date he 
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last entered, upon payment of the required visa fee and head tax. It would also 
provide that the Secretary of State shall instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Stefanos Stefanou is a native and citizen of Greece, having been 
born in Athens, Greece, on October 12, 1910. He entered the United States at 
the port of Charleston, 8. C., on August 12, 1948, when he was admitted as a 
member of the crew of the Panamanian merchant vessel 8. 8. Centauro for a period 
not to exceed 29 days. He has remained unlawfully in the United States beyond 
the expiration of the period of his admission. Deportation proceedings were 
ordered held in abeyance pending consideration of this bill. 

Mr. Stefanou secured employment at the Manhattan Cafe, Raleigh, N. C., 
where he is presently working as night manager at a salary of $50 per week, plus 
meals. On June 17, 1949, Mr. Stefanou obtained a divorce in Florida from his 
wife who resides in Greece. On June 22, 1949, he was married to Mrs. Angeline 
Bougades of Raleigh, N. C., allegedly a citizen of the United States, and owner of 
the Angelus Dress Shop in that city. Acquaintances of the alien speak favorably 
of him and believe him to be a person of good moral character. 

This is one of the many cases coming before the Department wherein the alien 
involved has entered the United States as a visitor or seaman apparently with the 
hope of having his immigration status changed after admission to that of a per- 
manent resident. The quota of Greece to which Mr. Stefanou is chargeable is 
oversubscribed for many years and an immigration visa may not be readily ob- 
tained, but his case presents no facts sufficiently impelling to justify the enactment 
of special legislation in his behalf. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


The late Senator Broughton originally sponsored the bill; and a 
letter dated March 16, 1949, to the chairman of the Senate Committee 
on the Judiciary from John D. McConnell, administrative assistant to 
the late Senator Broughton, with reference to a bill which was intro- 
duced in the Eighty-first Congress for the relief of the same alien, reads 
as follows: 

UniTep States SENATE, 
March 16, 1949. 
Re Stefanos Stefanou (S. 1260). 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator McCarran: In answer to your request for information con- 
cerning Stefanos Stefanou, for whose relief a bill has been introduced in the 
United States Senate and referred to your committee, I submit the following 
facts: 

This man is a Greek, and a native of Athens, Greece, and has been a sailor in 
the Greek Navy and also served in the Greek Army during various periods in his 
life. He opposed the Communist Party, and a hotel of which he was part owner 
in Athens, Greece, was blown up by the Communists. As a result of injuries 
received at this time, Mr. Stefanou was hospitalized for 9 months. His first 
cousin, who was part owner of the hotel, was killed in the explosion. 

Mr. Stefanou, as a result of his disaster, wanted to come to visit his brother, 
Nick Stefanis, 1167 East Thirty-eighth Street, Brooklyn, N. Y., and shipped on 
a Panamanian ship as a seaman. He signed on at Piracus, Greece, and subse- 
quently landed at Charleston, S. C., and on the 13th day of August 1948, he was 
given 30 days’ shore leave. He then went to visit his brother in Brooklyn, N. Y. 

While there, Mr. Stefanou met Miss Angeline Bougades, and they subsequently 
became engaged to be married. Miss Bougades is a citizen of the United States, 
and a resident of Raleigh, N. C. She is a member of a substantial family in her 
community. She and her family have thoroughly investigated the background of 
Mr. Stefanou through their connections in Greece, and have found him to be a 
man of excellent character. 
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About 9 months prior to his departure from Greece, Mr. Stefanou had sepa- 
rated from his wife, who, it is alleged, was unfaithful to him while he was serving in 
the army. A divorce proceeding is now pending in Greece to dissolve this 
marriage. 

Mr. Stefanou is presently connected with the Manhattan Cafe in Raleigh, N. C., 
which cafe is owned by the brother-in-law of Miss Bougades. His salary is $60 
per week. He is not dependent on any other means of support. 

Mr. Stefanou is not engaged in any activities injurious to the public interest, 
and his activities in Greece substantiate the fact that he is not a member of any 
subversive group. My investigation shows (and this is substantiated by the 
investigation of Miss Bougades’ family in Greece) that Mr. Stefanou has not been 
charged or convicted of any offense under any Federal or State law either in this 
country or in Greece, with the exception of his having been cited for deportation. 

While in Brooklyn, N. Y., Mr. Stefanou was employed by Grillos Sea Food 
Center, 636 East Sixteenth Street, Brooklyn, N. Y., and obtained social security 
No. 114—24-9297. 

The late Senator Broughton, on the day before his death, had personally 
stated to the family of Miss Bougades that he would introduce a bill on behalf of 
Mr. Stefanou, and since his death I have carefully investigated this matter and 
believe it is for the best interest that this bill be enacted, and I am sure that 
Senator Broughton would have urged its passage. 

I have attached hereto three photostatic copies of documents substantiating 
the fact in this case. 

Respectfully yours, 
Joun D. McConneEtt, 
Administrative Assistant to the late J. Melville Broughton, United States 
Senator. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 62) should be enacted. 


O 
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MARIE LOUISE ARDANS 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 63] 


The Committee on the Judiciary, to which was referred the bill 
(S. 63) for the relief of Marie Louise Ardans, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to van the status of permanent residence 
in the United States to Marie Louise Ardans. The bill further pro- 
vides for an appropriate quota deduction and for the payment of the 
required visa fee and head tax. 


STATEMENT OF FACTS 


A letter dated August 25, 1949, addressed to the chairman of the 
Senate Committee on the Judici ‘ary, from the Assistant to the Attorney 
General, with reference to a bill which was introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 

DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, August 25, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senaror: This is in response to your request for the views of the 


Department of Justice relative to the bill (S. 1261) for the relief of Marie Louise 
Ardans, an alien. 
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The bill would providé that Marie Louise Ardans shall be considered to have 
been lawfully admitted to the United States for permanent residence as of Feb- 
ruary 17, 1948, the date on which she was admitted as a visitor, upon payment of 
head tax and visa fee. It would further provide that the Secretary of State shall 
instruct the quota-control officer to deduct one number from the appropriate 
immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Marie Louise Ardans is a native and citizen of France, having been 
born at Aldudes in that country on April 12, 1894. She entered the United States 
by plane at the port of New York on February 17, 1948, when she was admitted 
as a visitor for pleasure, for a period to expire on August 15, 1948. She has been 
granted three extensions of her temporary stay, but her application, on April 25, 
1949, for a further extension for 6 months was denied. Deportation proceedings, 
however, were ordered held in abeyance pending consideration of this bill. 

The files further reflect that the alien was engaged in farming in her native 
country, that she has never married, that she no longer has relatives in France, 
and that she has no income of her own. When recently interviewed she was 
visiting friends in Elko, Nev., and living in a hotel there. She is supported by 
her two brothers, who are ranchers, living in Buffalo, Wyo., and Reno, Nev., 
respectively. She stated that she accepted her brother’s invitation to visit him 
in this country, hoping she would be able to stay here permanently. There is 
nothing in the record to indicate she has not been a person of good moral character. 

It has come to the attention of the Department of Justice that there has been 
an increasing number of aliens who enter this country as visitors with the inten- 
tion of having their immigration status adjusted to that of permanent residents. 
The quota for France, to which the alien is chargeable, is not oversubscribed, but 
reports indicate that at present French quota numbers are available only to 
residents of France. However, French numbers for issuance outside of France 
are being allocated for October with the prospect that, from that time forward, 
the French quota will again be on a current basis. There is no evidence that the 
alien is not eligible to receive an immigration visa, and there do not appear to be 
any facts which would warrant waiving the general provisions of the immigration 
laws by the enactment of special legislation in her favor. 

Accordingly, this Department is unable to recommend enactment of this 
measure, 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


The files of the Committee on the Judiciary contain the following 
information with reference to a bill which was introduced in the 
Eighty-first Congress for the relief of the same alien: 

E.xo, Nev., May 12, 1949. 
Re Marie Louise Ardans 


Hon. Pat McCarran, 
Senate Office Building, Washington, D. C. 


Dear Senator McCarran: In reply to the five listed questions on the enclosed 
Senate Committee on the Judiciary form, dated April 18, 1949, and addressed to 
you in connection with your above bill, I am pleased to advise as follows: 
Question No. 1. 

Marie Louise Ardans was admitted on a 3 (2) visa as a visitor, which is her 
present status. 

Question No. 2. 

She is residing with her relatives and being supported by them, and is engaged in 
no other activities. 
Question No. 8. 


The names of the persons who are furnishing her with support during her 
visit in the United States are her two brothers, Pete Ardans of Buffalo, Wyo., and 
John Ardans of Litchfield, Calif. 


Question No. 4. 
Miss Ardans is not engaged in any activity, political or otherwise, injurious to 
the American public interest. She does not belong to, nor is she in any way 
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connected with, any group or organization whose principles are contrary to 
organized government and to the Government of the United States. 


Question No. 6. 


Miss Ardans has never been arrested or threatened with arrest, or convicted 
of any offense under any Federal or State law. In support of this statement 
there is attached hereto a certificate of the sheriff of Elko County, Nev., and 
a like certificate by the chief of police of the city of Elko, State of Nevada. 

In addition to the foregoing, I would like to call to your attention and the 
attention of your committee, the fact that Miss Ardans’ only relatives reside in 
the United States, and she would suffer extreme hardships if she is forced to 
return to France. 

Thanking you and your committee for the consideration I know will be given 
to this matter, I am, 

Very truly yours, 
Joun E. Rossins, 
Attorney at law. 


AFFIDAVIT IN BEHALF OF Marie Louise ARDANS 


Strate oF NEVADA, 
County of Elko, ss: 

I, C. L. Smith, the duly elected, qualified, and acting sheriff of the county of 
Elko, State of Nevada, do hereby certify that the records of said county of Elko 
disclose that there has never been any charge of misconduct or arrest against 
Marie Louise Ardans, a French national temporarily residing in the county of 
Elko, State of Nevada. 

I further certify that I have made an investigation through local reputable 
and responsible persons who have known the said Marie Louise Ardans over the 
period of time that she has resided within the county of Elko, State of Nevada, 
on a temporary visit to the United States from France, and in each and every 
instance I was informed that the said Marie Louise Ardans is a woman of good 
moral character, and in no manner opposed to the principles of the United States 
Government, and from the information that is available to me I believe that the 
said Marie Louise Ardans is a woman of good moral character, and has always 
conducted herself as a law-abiding person during the period of her stay in the said 
county of Elko. 

In witness whereof, I have hereunto set my hand this 10th day of May 1949. 


C. L. Smiru. 
Subscribed and sworn to before me this 10th day of May 1949. 


[SEAL] VeRLA McFaRLang, 
A Notary Public. 
My commission expires November 5, 1952. 


AFFIDAVIT IN BEHALF oF Marte Lovuris—E ARDANS 


State or NeEvapDa, 
County of Elko, ss: 


I, Percy Lanouette, the duly appointed, qualified, and acting chief of police of 
the city of Elko, county of Elko, State of Nevada, do hereby certify that the 
records of said city of Elko disclose that there has never been any charge of mis- 
conduct or arrest against Marie Louise Ardans, a French national temporarily 
residing in the county of Elko, State of Nevada. 

I further certify that I have made an investigation through local reputable and 
responsible persons who have known the said Marie Louise Ardans over the period 
of time that she has resided within the county of Elko, State of Nevada, on a 
temporary visit to the United States from France, and in each and every instance 
I was informed that the said Marie Louise Ardans is a woman of good moral 
character, and in no manner opposed to the principles of the United States Gov- 
ernment, and from the information that is available to me I believe that the said 
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Marie Louise Ardans is a woman of good moral character, and has always con- 


ducted herself as a law-abiding person during the period of her stay in the said 
county of Elko. 


In witness whereof, I have hereunto set my hand this 10th day of May 1949. 
Percy LANOUETTE. 
Subscribed and sworn to before me this 10th day of May 1949. 


SEAL VERLA McFARLANE 
, 


Notary Public. 
My commission expires November 5, 1952. 


Immigration visas under the French quota are not presently avail- 
able to aliens temporarily residing in the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 63) should be enacted. 


O 
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PROHIBITING THE TRANSPORTATION OF OBSCENE MAT- 
TERS IN INTERSTATE OR FOREIGN COMMERCE 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany S. 27] 


The Committee on the Judiciary, to whom was referred the bill 
(S. 27) to prohibit the transportation of obscene matters in interstate 
or foreign commerce, having considered the same, report favorably 
thereon, with an amendment, and recommend that the bill, as 
amended, do pass. 

AMENDMENT 


* On page 2, line 15, strike out the words “be presumptive evidence”’, 
and insert in lieu thereof ‘create a presumption’’. 


PURPOSE OF AMENDMENT 
The above amendment is a more accurate use of legal terminology. 


PURPOSE OF BILL AS AMENDED 


The purpose of this bill is to insert a new section in the Criminal 
Code (title 18, U.S. C.), to be numbered section 1465, to prohibit the 
transportation between States of obscene matter by private con- 
veyance. 

HISTORY OF THE LEGISLATION 


The language of this bill is identical (except for the technical 
amendment included above) with that of S. 2812, Kighty-first Con- 
gress, which passed the Senate unanimously on April 19, 1950. 
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STATEMENT 


Existing law (secs. 1461 and 1462 of title 18, U. S. C.) creates the 
offense of transporting obscene matter either through the mails or 
by common carrier. The actual offense is defined as the depositing 
of such prohibited material for mailing or with a common carrier for 
interstate transportation. As the law now stands, it is not a crime 
to transport such prohibited matter except by mail or common carrier. 

There can be no quarrel with the premise that the trafficking in 
such obscene matter on a saeennaed basis should be discouraged. 
Nothing good could come of the permitting of such trafficking in any 

ossible way; therefore, since the traffickers are aware of the hated 
in the law permitting them to transport such matter in private con- 
veyances, the door on such activities should be closed firmly by the 
enactment of this bill. 

The principal problem confronting the committee was the number 
of articles the transportation of which would create the presumption 
that they were being so transported and “are intended for sale or 
distribution * * *.” While the committee does not mean to 
justify or condone the possession and transportation of even one of 
such articles, it necessarily must recognize that some persons do 
carry on their person one or more of such articles without any thought 
of sale, resale, or to be shown or distributed to any individual under 
any circumstances. Of necessity, the number of such articles neces- 
sary to raise the presumption of handling on a commercial basis must 
be arbitrary. As a guaranty against an innocent person being con- 
victed upon such a presumption, it is expressly provided that “* * * 
such presumption shall be rebuttable.” 

Attached hereto and made a part of this report are two paragraphs 
of a letter of January 12, 1949, to the chairman of this committee, 
Hon. Pat McCarran, from the Justice Department, which read as 
follows: 


Information contained in the files of this Department indicates that purveyors 
of pornographic and licentious material are fully aware of this weakness in the 
law, and transport such obscene wares by means of automobile and by carrying 
it on their persons across State lines, realizing that in so doing they are completely 
immune to Federal prosecution. Such traffickers often peddle their lewd products 
to minors and consequently have aggravated the juvenile delinquency problem. 
The Department has also been advised by a law-enforcement agency that the 
circulation of obscene photographs depicting persons of mixed races in lascivious 
activity has been a factor contributing to racial tension. Moreover, it has been 
noted that, during the course of investigations by this Department of white- 
slave traffic cases, obscene literature is often obtained from the subjects as well 
as the victims. These and other factors indicate that the distribution of obscene 
matter is instrumental in inciting the commission of sex crimes and other acts 
of immortality and vice. 

It is therefore recommended that legislation be enacted for the purpose of 
reducing the foregoing evil which appears to be more widespread because of this 
deficiency in the Federal laws. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the standing 
rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics): 

Sec. 1465. Transportation of obscene matters for sale or distribution. 


Whoever knowingly transports in interstate or foreign commerce for the purpose of 
sale or distribution, any obscene, lewd, lascivious, or filthy book, pamphlet, picture, 
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film, paper, letter, writing, print, silhouette, drawing, figure, image, cast, phonograph 
recording, electrical transcription or other article capable of producing sound, or any 
other matter of indecent or immoral character, shall be fined not more than $5,000 or 
imprisoned not more than five years, or both. 

he transportation as aforesaid of two or more copies of any publication or two or 
more of any article of the character described above, or a combined total of five such 
publications and articles, shall create a presumption that such publications or articles 
are intended for sale or distribution, but such presumption shall be rebuttable, 

When any person is convicted of a violation of this Act, the court in its judgment 
of conviction may, in addition to the penalty prescribed, order the confiscation and dis- 
posal of such items described herein which were found in the possession or under the 
tmmedtate control of such person at the time of his arrest. 


O 
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SUBSISTENCE AND TRAVEL EXPENSES ALLOWED TO 
JUDGES 


JANUARY 17 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 


following 
REPORT 
[To accompany S. 32] 


The Committee on the Judiciary, to which was referred the bill 
(S. 32) to amend title 28, United States Code, section 456, so as to 
increase to $15 per day the limit on subsistence expenses allowed to 
justices and judges traveling while attending court or transacting 
official business at places other than their official stations, and to 
authorize reimbursement for such travel by privately owned auto- 
mobiles at the rate of 7 cents per mile, having considered the same, 
reports favorably thereon with an amendment, and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 2, line 3, strike out the comma following the word “in- 
curred”’. 


PURPOSE OF AMENDMENT 


The purpose of the amendment is to make it unmistakably clear 
that judges shall be paid ‘all necessary traveling expenses” without 
limit, and the limit of $15 per day applies only to “the reasonable 
maintenance expenses actually incurred.” 


PURPOSE 


The purpose of this bill is to increase the limit on maintenance or 
subsistence expenses of each Federal justice or judge, either active or 
retired, designated and assigned to duty and while attending court 
or transacting official business at a place other than his official station 
from the presently existing limit of $10 per day to $15 per day, and to 
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authorize reimbursement for such travel by privately owned auto- 
mobile at the rate of 7 cents per mile. 

Judges and justices, both retired and active, are generous with their 
time in performing duties outside of their official station when re- 
quested and assigned so to do. It is a known fact that both the pres- 
ently existing $10 per day subsistence limit and the presently existing 
5 cents per mile for private automobile travel are entirely inadequate 
in reimbursing the judges for their actual out-of-pocket travel expendi- 
ture. When they accept said assignments they know that their doing 
so will serve as a reduction in their salary. 

The mere statement of these self-evident facts shows the complete 
justification for this bill. No judge should be asked to perform extra 
services at a personal financial loss to himself. 

Attached hereto and made a part of this report is letter of February 
18, 1949, from Hon. Henry P. Chandler, Director, Administrative 
Office of United States Courts, to Senator McCarran. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 


Washington 13, D. C., February 18, 1949. 
Hon. Pat. McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: In response to your request for a report on a bill 
pending before your committee (S. 48) to increase to $15 a day the limit on 
subsistence expenses of Federal justices and judges while engaged in official 
travel, and to authorize reimbursement for such travel by privately owned 
automobiles at the rate of 7 cents per mile, I would say that this is a measure 
recommended by the Judicial Conference of the United States in order to correct 
the inadequacy in the present provisions for reimbursement. The Judicial 
Conference took this action at its regular annual meeting held last September. 
Section 456 of title 28 of the United States Code revised provides that every 
justice or judge of the United States, including retired judges while assigned to 
active duty, shall be paid their necessary traveling expenses and also their ‘‘reason- 
able maintenance expenses actually incurred, not exceeding $10 per day, while 
attending court or transacting official business’ away from their official stations. 
This provision continued the maximum limit of $10 per day upon expenses of 
subsistence which had been established by a law approved April 22, 1940 (54 
Stat. 149). 

It is a matter of common knowledge that there has been a drastic increase in 
the cost of lodging and meals, the principal items of subsistence, since 1940. The 
cost of living generally in that interval aceording to the statistics of the Labor 
Department, has risen 70.9 percent. The increase in the cost of hotel accommoda- 
tions and meals tends to be especially marked in large cities where many of the 
assignments of Federal judges away. from their headquarters are served. The 
cost in less populous communities and rural districts is less, although everywhere 
it has risen greatly since 1940. Ten dollars a day no longer covers the susbsistence 
expenses of judges in many places to which their duty calls them. Consequently 
it operates as a reduction of their salary which in many instances is substantial. 

The pending bill if enacted will merely raise the maximum for subsistence 
expenses from $10 to $15 a day. The actual expenses within the maximum will 
still be the measure, and if they are less than $15 a day, as in many instances they 
will be, the actual expenses are all that will be paid. 

The other provision of the bill which is contained in the last sentence provides 
that justices and judges may be reimbursed for official travel performed in pri- 
vately owned automobiles at the rate of 7 cents per mile instead of 5 cents, which 
is the limit for judges as well as Government personnel generally under the present 
law (5 U. 8. C. 73a). This limit was established by an act approved March 3, 
1933 (47 Stat. 1516), and it needs no argument that the cost of operating auto- 
mobiles has greatly increased since that time. This applies to all the substantial 
elements involved including the price of gasoline, the cost of amortization due to 
the sharp advance in the price of automobiles which has almost doubled since 
1939, and the cost of replacements and repairs. 

For the reasons stated the increase in the maximum allowance for subsistence 
and in the rate of reimbursement for the use of privately owned automobiles is 
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necessary in order to make the Federal judges whole for their expenses of travel 
incurred in the performance of their official duties. The present limitations are 
unjust and the pending bill will do no more than correct them. Accordingly, I 


trust that it may receive the favorable consideration of your committee and in 
due course be enacted. 


Sincerely yours, i“ — 
ENRY P. CHANDLER. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


Sec. 456. TRAVELING EXPENSES OF JUSTICES AND JUDGES 

Each justice or judge of the United States and each retired justice or judge 
recalled or designated and assigned to active duty, shall, upon his certificate, be 
paid by the Director of the Administrative Office of the United States Courts all 
necessary traveling expenses, and also his reasonable maintenance expenses actu- 
ally incurred[,,] not exceeding [$10] $15 per day, while attending court or trans- 
acting official business at a place other than his official station. Justices and 
judges may be reimbursed for such travel by privately owned automobile upon their 
certificate at the rate of ? cents per mile in lieu of actual expenses. 

The official station of the Chief Justice of the United States, the Justices of the 
Supreme Court and the judges of the Court of Claims, the Court of Customs and 
Patent Appeals, the United States Court of Appeals for the District of Columbia, 
and the Chited States District Court for the District of Columbia, shall be the 
District of Columbia. 

The official station of the judges of the Customs Court shall be New York City. 

The official station of each circuit and district judge, including each district 
judge in the Territories and possessions, shall be that place nearest his residence 
at which a district court is regularly held. 

Each circuit judge and each district judge whose official station is not fixed 
expressly herein shall upon his appointment and from time to time thereafter, as 
his residence may change, notify the Director of the Administrative Office of 
the United States Courts in writing of his residence and official station. 


O 
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ALFRED F. BOSCHE 


JANUARY 17 (legislative day, JANuarRy 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 45] 


The Committee on the Judiciary, to which was referred the bill 
(S. 45) for the relief of Alfred F. Bosche, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


On line 8 change the period to a colon and add the following: 


Provided, That the said Alfred F. Bosche returns to the United States to reside 
permanently within two years following the effective date of this act. 


PURPOSE OF THE BILL 


The bill, as amended, provides that, notwithstanding the provisions 
of section 404 of the Nationality Act of 1940, the beneficiary of the 
bill shall be considered to have retained his United States citizenship 
regardless of any period of residence outside the United States, pro- 
vided he returns to the United States to reside permanently within 
2 years following the effective date of the act. 


STATEMENT OF FACTS 


The pertinent facts in the case are set forth in the below quoted 
letter dated July 27, 1949, addressed to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney Gen- 
eral with reference to a bill which was introduced in the Eighty-first 
Congress for the relief of the same alien: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT OF THE ATTORNEY GENERAL, 
Washington, July 27, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1532) for the relief of Alfred F. 
Bosche, an alien. 

The bill would provide that notwithstanding the provisions of section 404 of 
the Nationality Act of 1940, Alfred F. Bosche, shall be considered to have retained 
his United States citizenship regardless of any period of residence outside the 
United States. 

The records of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of the bill was born in Nicaragua on July 5, 1915, and 
resided in that country until August 21, 1922, when he came to the United States 
with his parents, two brothers, and a sister. His parents, who were born in 
Austria, were naturalized as citizens of the United States in Oakland, Calif., on 
May 1, 1931, at which time he derived United States citizenship through the 
naturalization of his father, since he was a minor and a lawful permanent resident 
of the United States. 

During June of 1935, Mr. Bosche went to Nicaragua to manage his father’s 
coffee plantation. He next returned to the United States in the spring of 1939, 
and after a short visit, returned to Nicaragua and resided there until October 1942, 
when he again came to the United States, entering at El Paso, Tex. In 1944 and 
1945 he served in the European theater of operations as a soldier in the United 
States Army. 

The files of the State Department indicate that Mr. Bosche has resided in Nica- 
ragua since February 1946, and as a consequence has lost his United States citi- 
zenship under the provisions of section 404 (b) of the Nationality Act of 1940 
(8 U.S. C. 804), which provides that a naturalized citizen shall lose his nationality 
by residing for 3 years in the country of his birth. Having acquired United States 
nationality through his father’s naturalization, Mr. Bosche is considered a natural- 
ized citizen. 

In explanation of his prolonged residence in Nicaragua, Mr. Bosche stated that 
during the 3 years he served in the Army, his coffee plantation became very 
much run down as the manager he had put in charge had mismanaged it to the 
extent that he lost thousands of coffee trees and that the funds whiah were left 
with him were squandered. He further claims that the manager borrowed money 
in his name and kept it for his own use. Mr. Bosche stated that because of this 
state of affairs it has been necessary for him to spend more time in Nicaragua than 
he otherwise would have had to spend. He desires to maintain his American 
citizenship but feels that he must remain in Nicaragua until such time as his 
coffee plantation is back to normal production. 

Whether this bill should be enacted presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 45), as amended, should be enacted. 


O 
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FRANCIS KUEEN SAN THU, MARY LUKE THU, CATHERINE 
THU, VICTORIA THU, AND ANNE BERNADETTE THU 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany 8. 56] 


The Committee on the Judiciary, to which was referred the bill 
(S. 56) for the relief of Francis Kueen San Thu, Mary Luke Thu, 
Catherine Thu, Victoria Thu, and Anne Bernadette Thu, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Francis Kueen San Thu, his wife Mary Luke 
Thu, and their three children, Catherine Thu, Victoria Thu, and Anne 
Bernadette Thu. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are husband and wife and three children, 
all of whom are natives and citizens of China, who were last admitted 
to the United States as visitors on August 1, 1949. Mr. Thu for many 
years was the agent in Hankow, China, for the Asiatic Petroleum Co. 
and was distributor for the British-American Tobacco Co. The 
children were all educated in the United States, and Mr. and Mrs. 
Thu have one other daughter, who is a permanent resident of the 
United States and who is married to Mr. Paul Chang, a citizen of the 
United States. 
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A letter dated October 25, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General, with 
reference to a bill which was introduced in the Eighty-first Congress 
for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, D. C., October 25, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3695) for the relief of Francis Kueen 
San Thu, Mary Luke Thu, Catherine Thu, Victoria Thu, and Anne Bernadette 
Thu, aliens. 

The bill would provide that Francis Kueen San Thu, Mary Luke Thu, Catherine 
Thu, Victoria Thu, and Anne Bernadette Thu shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
their last entries, upon payment of the required head taxes and visa fees. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct the required numbers from the appropriate quota for the first year that 
such quota is available. 

The files of the Immigratién and Naturalization Service of this Department 
disclose that Francis Kueen San Thu and Mary Luke Thu are husband and wife, 
natives and citizens of China, born on August 16, 1883, in Hankow, China, and 
June 28, 1887, in Shanghai, China, respectively. Catherine Thu, Victoria Thu, 
and Anne Bernadette Thu, their three daughters, are single and are also natives 
and citizens of China, and were all born in Hankow, China, on October 10, 1907, 
February 12, 1911, and September 18, 1923, respectively. The aliens Jast entered 
the United States at the port of San Francisco, Calif., on August 1, 1949, and were 
admitted as temporary visitors to October 17, 1949, under section 3 (2) of.the 
Immigration Act of 1924. They subsequently received extensions of stay to 
July 31, 1950. 

Mr. Thu stated that in 1911 he became the agent for the Asiatic Petroluem Co. 
located in Hankow, China, and was distributor for the British-American Tobacco 
Co. He further advised that he first entered the United States in August 1940 ona 
visit for the purpose of accompanying: his daughters, Teresa and Anne, who 
attended schools in this country. He returned to China in November 1945 and 
remained there until his last arrival in the United States with his family as shown 
above. Victoria Thu testified that she entered the United States in August 1929, 
and again in August 1934, for the purpose of attending school. The record also 
indicates that Anne Thu first entered this country on August 26, 1940, and that 
after graduating from the University of Arizona she returned to China in 1945. 

The aliens testified that their permanent home is located in Hankow, China, 
which is presently occupied by the Communists. However, it is to be noted that 
in their application for visitors’ visas executed at the American consulate in Hong 
Kong, China, on June 22, 1949, they indicated that their home address was in 
Hong Kong, China. It appears that they are financially solvent and that the 
father has approximately $30,000 in outstanding bank balances and receives remit- 
tances average $250 a month from property in Hong Kong, China. Mr. Thu has 
an outstanding bank balance of about $1,000 and, together with Victoria and 
Anne, an outstanding balance of $20,000 in trust. 

The Chinese racial quota to which the aliens are chargeable is oversubscribed 
for many years and immigration visas are not readily obtainable. The record 
fails to present any facts which would justify granting them a preterence over 
other persons of the Chinese race who desire to obtain residence in the United 
States but who, nevertheless, remain abroad and await their regular turn for the 
issuance of immigration visas. 'To enact this bill would encourage aliens to cir- 
cumvent our immigration laws by entering the United States as visitors, and then 
attempting to adjust their status to that of permanent residents, thereby obtaining 
an unjust preference over the aliens abroad. 

Accordingly, this Department is unable to recommend enactment of the measure. 

Yours sincerely. 
PEeyTon Forp, 
Deputy Attorney General. 
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The files of the Senate Committee on the Judiciary contain the 
following information in connection with the bill: 


Jamaica, Lona Istanp, N. Y., February 13, 1950. 


Dear Mr. Corsatey: I am wondering if you could help me in the following 
matter of permanent residence for our family. 

Due to the chaotic situation in China, I had moved my whole family to Hong 
Kong just before Hankow fell into Communist hands in 1949, and in August 1949 
we came to the States as visitors with temporary visas. Our intention had been 
to visit my daughter, Teresa, here and her family, and then return to China, and 
eventually to Hankow, but now it seems that our hopes have been thwarted by 
the advances of the Reds in China. It is impossible to go back now without 
endangering ourselves. 

Since you had lived in China for over 30 years and are well acquainted with the 
conditions there, also we have been such close friends, living across the street 
from each other, I am sure you realize the situation we are in and the present 
state of my personal affairs. I would appreciate greatly if you could, with the 
help of possibly some friends in Washington, D. C., effect a change in our status 
from that of temporary visitors to that of permanent residents. If permanent 
residence should be impossible, perhaps permission of indefinite stay could be 
granted us until such time when it would be safe for us to return to our home. As 
you are probably aware, Communists do not especially like people who are 
friendly with Americans, and, as you know, we had always befriended Americans 
and missionaries in China, and I was connected with the British-American 
Tobacco Co. 

The favor asked above will concern my whole family, whose names are my wife, 
Mary Thu, and my three unmarried daughters—Catherine, Victoria, and Anne 
B. Thu. 

We would be most grateful for any assistance you could give, and would be 
glad to furnish further informational data you may require. 

With personal regards from all of us to you and yours, 

Sincerely yours, 
FRANCIS TuHu. 


FRANCIS KUEEN San Tuo 
Age: 66 years. 
Sex: Male. 
Nationality: Chinese. 
Date of birth: August 16, 1883. 
Place of birth: Hankow, China. 
Foreign address: 8 Station Street, Hankow, China (occupied by Communists). 
United States address: 187-26 One Hundred and Twentieth Avenue, St. Albans 
12, Long Island, N. Y.; telephone number: LAurelton 7—1245. 
Education: St. Francis Xavier’s School, Shanghai, China. 
Occupation: 
1911-41, agent for Asiatic Petroleum Co., Ltd., Hankow, China. 
1929-41, distributor for British-American Tobacco Co., Ltd., Hankow, China. 
1945-48, distributor for British-American Tobacco Co., Ltd., Hankow, China. 
Unemployed during first visit and present stay in United States. 
First trip to United States: 
Date of arrival in United States: August 26, 1940. 
Port of entry: Seattle, Wash. 
Name of steamer: Steamship Empress of Russia. 
Accompanied by: Daughters, Misses Teresa and Anne B. Thu. 
Visa: Section 6 (visitor’s) certificate, issued in Hong Kong. 
Alien registration number: Cannot remember; card returned to immigration 
officer when returned to China in 1945. 
. Passport: No. 052482, issued by the Chinese consulate general in Chicago, 
[il., on July 5, 1941. 
Extensions of passport: June 9, 1944; July 5, 1945. 
Expiration of passport: July 2, 1946. 
Purpose of visit to United States: To accompany daughters to United States 
for their college education. 
Return to China: 
Date of departure from United States: November 19, 1945. 
Port of departure: San Francisco, Calif. 
Name of steamer: Steamship Javanese. 
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Second trip to United States: 

Date of arrival in United States: August 1, 1949. 

Port of entry: San Francisco, Calif. 

Name of steamer: steamship President Cleveland. 

Accompanied by: Wife, Mrs. Mary Thu, and daughters, Misses Catherine, 
Victoria, and Anne B. Thu. 

Passport: No. 052482 (issued in Chicago in 1941); extended by the Ministry 
of Fordinn Affairs in Hong Kong on December 18, 1948. 

Extensions of passport in United States: September 22, 1949. 

Expiration of passport: December 17, 1950. 

Nonimmigrant visa: No. V-753698, section 3 (2); issued by the American 
consulate general in Hong Kong on June 22, 1949. 

Alien registration No.: V-753698 (visa number). 

Extensions of visa: October 26, 1949; March 17, 1950. 

Expiration of visa: July 31, 1950. 

Purpose of visit to United States: To visit married daughter, son-in-law, and 
granddaughter. 

Personal data: 

Marital status: Married. 

Religious affiliation: Roman Catholic. 

Name of wife: Mary Luke Thu. 

Number of children: Four daughters—Miss Catherine Thu, Miss Victoria 
Thu, Mrs. Teresa Chang, and Miss Anne B. Thu. 

Height: 5 feet 7 inches. 

Weight: 135 pounds. 

Physical disabilities: None. 

Relatives in United States: Mr. and Mrs. Paul T. T. Chang (daughter and son- 
in-law), Misses Regina Marie and Denise Ann Chang (granddaughters), all 
of 119-34 One hundred and Seventy-first Street, Jamaica, Long Island, N. Y. 
Paul Chang is a naturalized American citizen, World War II veteran; Mrs. 
Chang will get United States citizenship in November 1950. 

Bank references: 

Banque Belge Pour L’Etranger, 67 Wall Street, New York, N. Y. 
Bank of the Manhattan Co., 161-10 Jamaica Avenue, Jamaica, N. Y. 

Personal references: 

“ C. re poneie: Robert Dollar Steamship Co., 21 West Street, New 
ore a4 

Bishop Daniel J. Gercke, 192 South Stone Avenue, Tucson, Ariz. 

Mr. John J. Regan, Electrical Workers’ Union, A. F. of L., 61 Verndale 
Road, Newton Highlands, Mass. 

Mr. George Bell, Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 
Rev. John J. Regan, 475 Logan Street, Denver, Colo. 





Mary Luxe Tuu (Maipen Name) 

Age: 62 years. 

Sex: Female. 

Nationality: Chinese. 

Date of birth: June 28, 1887. 

Place of birth: Shanghai, China. 

Foreign address: 8 Station Street, Hankow, China (occupied by Communists). 

United States address: 187-26 One Hundred and Twentieth Avenue, St. Albans, 
Long Island, N. Y.; telephone LAurelton 7—1245. 

Occupation: Housewife. 

Date of arrival in United States: August 1, 1949. 

Port of entry: San Francisco, Calif. 

Name of steamer: Steamship President Cleveland. 

Accompanied by: Husband, Francis K. S. Thu, and three daughters, Misses 
Catherine, Victoria, and Anne B. Thu. 
Purpose of visit to United States: To visit married daughter, son-in-law, and 
granddaughter. : 
Passport: No. 052482 (coordinated in husband’s), issued by Ministry of Foreign 
Affairs, Hong Kong, on December 18, 1948. 

Extension of passport in United States: September 22, 1949. 

Expiration of passport: December 17, 1950. 

Nonimmigrant visa: No. V—753699, section 3 (2); issued by the American con- 
sulate general in Hong Kong on June 22, 1949. 
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Alien registration number: V—753699 (visa number). 
Extensions of visa: October 26, 1949; March 17, 1950. 
Expiration of visa: July 31, 1950. 

Personal data: 

Religious affiliation: Roman Catholic. 

Marital status: Married. 

Name of husband: Francis K. S. Thu. 

Number of children: Four daughters—Miss Catherine Thu, Miss Victoria 
Thu, Mrs. Teresa Chang, and Miss Anne B. Thu. 

Height: 5 feet 3 inches. 

Weight: 120 pounds. 

Physical disabilities: None. 

Relatives in United States: 

Mr. Francis K. S. Thu (husband), Misses Catherine, Victoria, and Anne B. 
Thu (daughters), all of 187-26 One Hundred and Twentieth Avenue, St. 
Albans, Long Island, N. Y. 

Mr. and Mrs. Paul T. T. Chang (daughter and son-in-law), Misses Reginia 
Marie and Denise Ann Chang (granddaughters), all of 119-34 One Hundred 
and Seventy-first Street, Jamaica, Long Island, N. Y. Paul Chang is a 
naturalized American citizen, World War II veteran; Mrs. Chang will get 
United States citizenship in November 1950. 

Bank references: See husband, Francis K. 8. Thu’s data sheet. 
Personal references: 

Mr. C. W. Corbaley, Robert Dollar Steamship Co., 21 West Street, New 
York, N. Y. 

Mr. George Bell, Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 

Bishop Daniel J. Gercke, 192 South Stone Avenue, Tucson, Ariz. 

Rev. John J. Regan, 475 Logan Street, Denver, Colo. 


CATHERINE THU 
Age: 42 years. 
Sex: Female. 
Nationality: Chinese. 
Place of birth: Hankow, China. 
Date of birth: October 10, 1907. 
Foreign address: 8 Station Street, Hankow, China (occupied by Communists). 
United States address: 187-26 One Hundred and Twentieth Avenue, St. Albans, 
Long Island, N. Y.; telephone: LAurelton 7-1245. 
Education: St. Joseph School, Hankow, China. 


Occupation: Housework at home. 


Date of arrival in United States: August 1, 1949. 
Port of entry: San Francisco, Calif. 
Name of steamer: steamship President Cleveland. 
Accompanied by: Parents, Mr. and Mrs. Francis Thu, and sisters, Misses Vic- 
toria and Anne B. Thu. 
Purpose of visit to United States: To visit married sister and brother-in-law. 
Passport: No. C0030, issued by the Ministry of Foreign Affairs, Hong Kong, on 
March 16, 1949. 
Extension of passport: None. 
Expiration of passport: March 15, 1952. 
Nonimmigrant visa: No. V—753700, issued by the American consulate general in 
Hong Kong on June 22, 1949; section 3 (2). 
Extension of visa: January 20, 1950. 
Expiration of visa: July 31, 1950. 
Alien registration No.: V-753700 (visa number). 
Personal data: 
Religious affiliation: Roman Catholic. 
Parentage: Chinese. 
Name of father: Francis K. 8. Thu. 
Name of mother: Mary Luke Thu. 
Marital status: Single. 
Height: 5 feet 1 inch. 
Weight: 110 pounds. 
Physical disabilities: None. 
References: For bank references, see Francis Thu’s data sheet. 
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Personal references: 
“ ozs 7 orhelays Robert Dollar Steamship Co., 21 West Street, New 
ork, N. Y. 

Bishop Daniel J. Gercke, 192 South Stone Avenue, Tucson, Ariz. 

Mr. George Bell, Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 

Rev. John J. Regan, 475 Logan Street, Denver, Colo. 

Relatives in United States: 

Mr. and Mrs. Paul T. T. Chang (sister and brother-in-law), 119-34 One 
Hundred and Seventy-first Street, Jamaica, Long Island, N. Y.; telephone 
LAurelton 5-3531; Paul Chang is a naturalized American citizen, World 
War II veteran. Mrs. Teresa Chang will get United States citizenship in 
November, 1950. 

_- Regina Marie and Denise Ann Chang, children of above, same 
address. 

Mr. and Mrs. Francis K. 8. Thu (parents), Misses Victoria and Anne B. Thu 
(sisters), all of 187-26 One Hundred and Twentieth Avenue, St. Albans 
Long Island, N. Y. 























































Vicroria Tuvu 
Age: 39 years. 
Sex: Female. 
Nationality: Chinese. 
Date of birth: February 12, 1911. 
Place of birth: Hankow, China. 
Foreign address: 8 Station Street, Hankow, China (occupied by Communists). 
United States address: 187-26 One Hundred and Twentieth Avenue, St. Albans, 
Long Island, N. Y. 
Education: 
St. Mary’s School, Hankow, China. 
St. Joseph’s School, Hankow, China. 
St. Angela’s Academy, Carroll, Iowa, 1929-33. 
St. Catherine’s College, St. Paul, Minn., 1934-35. 
First trip to United States: 
Date of arrival: August 1929. 
Port of entry: San Francisco, Calif. 
Name of stecmer: Steamship President Wilson. 
Passport: Student. 
Visa: Student. 
Purpose: High-school education. 
Returfi to China: 
Date of departure: July 1933. 
Port of departure: New York, N. Y., via Europe. 
Name of steamer: Steamship Hamburg. 
Second trip to United States: 
Date of arrival: August 1934. 
Port of entry: San Francisco, Calif. 
Name of steamer: Steamship President Coolidge. 
Passport: Student. 
Visa: Student. 
Purpose: College education. 
Return to China: 
Date of departure: July 1935. 
Port of departure: San Francisco, Calif. 
Name of steamer: Steamship President Hoover. 
Reason: Recalled to China by father to assist in father’s office at Asiatic 
Petroleum Co., Ltd., Hankow, China. 
Third trip to United States: 
Date of arrival: August 1, 1949. 
Port of entry: San Francisco, Calif. 
Name of steamer: Steamship President Cleveland. 
Accompanied by: Parents, Mr. and Mrs. Francis Thu, and sisters, Misses 
Catherine and Anne B. Thu. 
Passport: No. 5451 (visitor’s), issued by the Minister of Foreign Affairs, 
Shanghai, China, on March 5, 1949. 
Expiration of passport: March 4, 1952. 
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Nonimmigrant visa: No. V—753704; section 3 (2); issued by the American 
consulate general in Hong Kong on June 22, 1949. 
Extension of visa: January 20, 1950. 
Expiration of visa: July 31, 1950. 
Alien registration No.: V753704 (visa number). 
Purpose of visit to United States: To visit married sister, brother-in-law, and 
baby niece. 
Work experience: 
The Asiatic Petroleum Co., Ltd., Hankow, China, 1935-37. 
Presently unemployed; household duties at home. 
Personal data: 
Religious affiliation: Roman Catholic. 
Parentage: Chinese. 
Name of father: Francis K. 8. Thu. 
Name of mother: Mary Luke Thu. 
Marital status: Single. 
Height: 5 feet 2 inches. 
Weight: 100 pounds. 
Physical disabilities: None. 
Relatives in United States: 
Mr. and Mrs. Paul T. T. Chang (sister and brother-in-law) (Mr. Chang is a 
naturalized American citizen, World War II veteran; Mrs. Chang is pres- 
ently a permanent resident, will obtain citizenship in November 1950). 
Misses Regina Marie and Denise Ann Chang (children of Mr. and Mrs. 
Paul Chang); all of 119-34 One Hundred and Seventy-first Street, Jamaica, 
Long Island, N. Y. 
Bank references: See father’s, Francis Thu’s, data sheet. 
Personal references: 
Mr. C. W. Corbaley, Robert Dollar Steamship Co., 21 West Street, New 
York, N. Y. 
Mr. George Bell, Standard-Vacuum Oil Co., 26 Broadway, New York, N. Y. 
Bishop Daniel J. Gercke, 192 South Stone Avenue, Tucson, Ariz. 
Mr. John J. Regan, 61 Verndale Road, Newton Highlands, Mass. 





ANNE BERNADETTE THU 
Age: 25 vears. 
Sex: Female. 
Date of birth: September 18, 1924. 
Place of birth: Hankow, China. 
Foreign address: 8 Station Street, Hankow, China (occupied by Communists). 
United States address: 187-26 One Hundred and Twentieth Avenue, St. Albans, 
Long Island, N. Y.; telephone: LAurelton 7—1245. 
Nationality: Chinese. 
Education: 
St. Mary’s School, Hankow, China, 1929-37. 
Maryknoll Convent School, Kowloon, Hong Kong, February—July 1938; 
April—July 1940. 
St. Mary’s School, Kowloon, Hong Kong, September 1938—March 1939. 
Loretto School, Shanghai, China, April-December 1939. 
College of St. Teresa, Winona, Minn., 1940-41. 
Phoenix Junior College, Phoenix, Ariz., February-May 1942; diploma. 
University of Arizona, Tucson, Ariz., June 1942—-January 1944; bachelor of 
arts degree received May 17, 1944. 
Arizona College of Commerce, Tucson, Ariz., October-December 1943. 
Work experience: 
Letter—magazine edited and published in Tucson, Ariz.; part-time work as 
stenographer while attending university June 1943—January 1944. 
Oregon Shipbuilding Corp., Portland, Oreg., October 1944-March 1945. 
Chinese Air Force, Washington, D. C., November 1945—March 1946. 
Chinese Supply Commission, Washington, D. C., April-September 1946. 
United Nations Relief and Rehabilitation Administration, Hankow, China, 
September—December 1947. 
The Shell Co. of China, Ltd., Hankow, China, April-December 1948. 
Nederlandsche Verkoop Organisatie, N. V., Hong Kong, February—July 1949. 
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First trip to United States: 

Date of arrival in United States: August 26, 1940. 

Port of entry: Seattle, Wash. 

Name of steamer: Steamship Empress of Russia. 

Visa: Section 6 certificate issued in Hong Kong. 

Alien registration No.: Can’t remember; card surrendered upon departure in 
1946. 

Accompanied by: Father and sister. 

Student passport issued by Chinese consulate general at Chicago, Ill., on 
January 13, 1941. Date of extensions: January 26, 1944; December 5, 
1945; August 22, 1946; date of expiration: August 22, 1947. 

Change of section 6 certificate (visitor’s visa) to that of student by Immigra- 
tion and Naturalization Service in Seattle, Wash., on February 12, 1941; 
date of extensions: August 21, 1942; September 19, 1944; September 19, 
1945; September 27, 1946. 

Purpose of visit to United States: To pursue college education. 

Return to China: 

Date of departure from United States: December 2, 1946. 

Port of departure: San Francisco, Calif. 

Name of steamer: Steamship General Meigs. 

Accompanied by: Married sister and brother-in-law, Mr. and Mrs. Paul 
T. T. Chang. 

Second trip to United States: 

Date of arrival in United States: August 1, 1949. 

Port of entry: San Francisco, Calif. 

Name of steamer: Steamship President Cleveland. 

Accompanied by: Parents, Mr. and Mrs. Francis Thu, and sisters, Misses 
Catherine and Victoria Thu. 

Passport: No. 052477 (issued in Chicago, Ill., in 1941) extended by the 
Hong Kong office of the commissioner for Kwangtung and Kwangsi, 
Ministry of Foreign Affairs, on January 10, 1949. 

Extension of passport: September 27, 1949. 

Expiration of passport: January 9, 1951. 

Visa: No. V-—753703; issued by the American consulate general in Hong 
Kong on June 22, 1949; section 3 (2). 

Extensions of visa: November 23, 1949; May 5, 1950. 

Date of expiration: July 31, 1950. 

Alien registration No.: V—753703. 

Purpose of visit to United States: To visit married sister and brother-in-law. 

Personal data: 

Marital status: Single. 

Parentage: Chinese. 

Name of father: Francis K. 8. Thu. 
Name of mother: Mary Luke Thu. 

Religious affiliation: Roman Catholic. 

Height: 5 feet 2 inches. 

Weight: 97 pounds. 

Physical disabilities: None. 

Remarks: Presently unemployed. Planning to attend Fordham University 
during summer, 1950. 
References: 

Mr. C. W. Corbaley, Robert Dollar Steamship Co., 21 West Street, New 
York, N. Y. 

Bishop Daniel J. Gercke, 192 South Stone Avenue, Tucson, Ariz. 

Mr. John J. Regan, 61 Verndale Road, Newton Highlands, Mass. 

Rev. John J. Regan, 475 Logan Street, Denver, Colo. 

Bank references: See father, Francis Thu’s data sheet. 
Relative in United States: 

Mr. and Mrs. Paul T. T. Chang (sister and brother-in-law), Misses Regina 
Marie and Denise Ann Chang (nieces), all of 119-34 One Hundred Seventy- 
first Street, Jamaica, Long Island, N. Y. Paul Chang is a naturalized 
American citizen, World War II veteran; Mrs. Teresa Chang will get 
United States citizenship in November 1950. 

Mr. and Mrs. Francis Thu, Misses Victoria and Catherine Thu. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 56) should be enacted. 


O 
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Ist Session No. 22 





CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAD SUSPENDED DEPORTATION 


JANUARY 17 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res 6] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General had suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 6 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that sich deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Congress 
did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





2 CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race and 
(6) aliens who have resided continuously in the United States for 7 
years or more and were residing in the United States on the effective 
date of the act. The present law requires affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 146 cases, which were 
among a group of 170 cases referred to the Congress on January 16, 
1950. Five cases in the group of 170 cases referred to the Congress 
on January 16, 1950, have been approved by the Congress; 4 cases 
of the 170 cases referred to the Congress on January 16, 1950, have 
been withdrawn by the Attorney General; and 15 cases of the 170 
cases referred to the Congress on January 16, 1950, have been held by 
the committee for further study and investigation. 

In each case which is recommended for approval a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 

O 
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1st Session 





CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAD SUSPENDED DEPORTATION 


JANUARY 17 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. Con. Res. 7] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General had suspended deportation for 
more than 6 months, having considered the same, report favorably on 
certain of said cases and recommend that Senate Concurrent Resolu- 
tion 7 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Congress 
did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for suspen- 
sion of deportation by adding to the group of aliens eligible for sus- 
pension (a) certain aliens theretofore ineligible by reason of race and 
(b) aliens who have resided continuously in the United States for 7 
years or more and were residing in the United States on the effective 
date of the act. The present law requires affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included |in the concurrent resolution are 491 cases which were 
among a group of 503 cases referred to the Congress on January 16, 
1950. Two of the 503 cases in the group referred to the Congress on 
January 16, 1950, have been approved by the Congress; 5 of the 503 
cases in the group referred to the Congress on January 16, 1950, were 
withdrawn by the Attorney General; and 5 of the 503 cases in the group 
referred to the Congress on January 16, 1950, have been held by the 
committee for further study and investigation. 

In each case which is recommended for approval a careful check 
has been made to determine whether or not the alien (a) has met the 
requirements of the law, (b) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

he committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 
O 
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INCREASING LIMIT OF EXPENDITURES UNDER SENATE 
RESOLUTION 366, EIGHTY-FIRST CONGRESS 


JANUARY 17 (legislative day, JAaNuaRyY 8), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. Res. 7] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. Res. 7) increasing the limitation of expenditures under Senate 
Resolution 366, Eighty-first Congress, relating to the Internal Security 
of the United States, having considered the same, reports favorably 
thereon, with an amendment, and recommends that the resolution, as 
amended, do pass. 

AMENDMENT 


On page 1, line 4, fill in the blank space by inserting ‘‘$150,000’’. 
O 
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PROCEEDINGS AGAINST JOSEPH DOTO, ALIAS JOE 
ADONIS, FOR CONTEMPT OF THE SENATE 


JANUARY 22 (legislative day, JANuaARy 8), 1951.—Ordered to be printed 


Mg. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany §S. Res. 43] 


> 


JAN 31 1951 


ONT. OF Mice 


< 

The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Joseph Doto, alias Joseph 
Adonis, 1020 Dearborn Road, Fort Lee, N. J. The said subpena 
directed Joseph Doto to be and appear before the said committee 
forthwith at room 318, Senate Office Building, Washington, D. C., 
then and there to testify touching matters of inquiry committed to 
said committee and not to depart without leave of said committee. 
The date of the subpena was the 11th day of September 1950. Attend- 
ance pursuant to said subpena was had on December 12, 1950, at 
which time the witness appeared. The subpena served upon said 
Joseph Doto is set forth as follows: 


Unitep States or AMERICA 
CONGRESS OF THE UNITED STATES 


To Jostrn Doro auias JosEPH ADONIS, 1020 Dearborn Road, Fort Lee, N. J., 
Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, forthwith, at 9:30 o’clock a. m., at their com- 
mittee room 318, United States Senate Office Building, Washington, D. C., then 
and there to testify what you may know relative to the subject matters under 
consideration by said committee. To produce all books and records, including 
journals, ledgers, invoices, bank statements, canceled checks, check-book stubs, 
safety deposit box receipts, vouchers, accountants, work papers, financial state- 
ments, payroll records, credit reports, etc., 1940 to date of all your business 
connections and activities. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


8S. Rept. 25, 82-1—-—-1 








2 PROCEEDINGS AGAINST JOSEPH DOTO 


To Patrick Murray or J. F. Elich or Howard Brand or Thomas Myers to serve 
and return. 


Given under my hand, by order of the committee, this 11th day of September, 
in the year of our Lord 1950. 


Estes KEFAUVER, 
Chairman, Committee To Investigate Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Thomas E. Myers, who was duly authorized to serve the 
said subpena. The return of the service by the said Thomas E. Myers 
being endorsed thereon is set forth as follows: 


NOVEMBER 27, 1950. 
I made service of the within subpena by personal service on the within-named 
Joseph Doto, alias Joseph Adonis, at Bergen County Court House, Hackensack, 
N. J., at 10:40 a. m., on the 27th day of November 1950. 


Tuomas E. Myers. 


The said Joseph Doto pursuant to said subpena and in compliance 
therewith appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. Joseph Doto having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing on December 12, 1950, at room 457, Senate Office Building, 
Washington, D. C., which record is annexed hereto and made a part 
hereof and designated “annex I.” 

As a result of said Joseph Doto’s refusal to ariswer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Joseph Doto pertinent 
to the subject matter which under Senate Resolution 202, Eighty-first 
Congress, second session, the said committee was instructed to investi- 
gate, and the refusal of the witness to answer questions as set forth in 
annex I, is a violation of the subpena under which the witness was 
directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the afore- 
said questions deprived the committee of necessary and pertinent 
aeoerey and places this witness in contempt of the United States 

enate. 

At the committee hearing in Washington, D. C., on December 12, 
1950, there was present a quorum of the committee, as set forth in the 
a annexed, consisting of the chairman and Senators Tobey and 

iley. 

Immediately following the said committee hearing on December 12, 
1950, Senator Wiley withdrew and the chairman designated a sub- 
committee to continue hearing the testimony of the said Joseph Doto 
consisting of the chairman and Senator Tobey. This hearing of the 
subcommittee was duly authorized by a resolution of the committee 
made on September 6, 1950, in an executive session at 2 o’clock in 
room F-82 in the Capitol, at which were present Senators Kefauver, 
Hunt, and Wiley. At this meeting it was duly resolved on motion 
made by Senator Hunt and seconded by Senator Wiley that the chair- 
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man be authorized at his discretion to appoint subcommittees of one 
or more Senators, of whom one member will be a quorum for the pur- 
pose of taking testimony and all other committee acts, to hold hearings 
at such time and places as the chairman might designate with reference 
to the committee’s investigations of organized crime in the vicinities 
of the cities of Chicago, St. Louis, Kansas City, Miami, Miami Beach, 
and Philadelphia, and in the States of New York and New Jersey. 

At the meeting of the said subcommittee on December 12, 1950, the 
said Joseph Doto continued to appear subject to the aforesaid subpena 
and was further asked questions which were pertinent to the subject 
matter under inquiry and gave answers as appeared in the record 
of the hearing on December 12, 1950, at room 457, Senate Office 
Building, Widliartca, D. C., which record is annexed hereto and made 
a part hereof and designated ‘‘ Annex II.” 

After reviewing the testimony and other facts as set forth herein, the 
committee adopted a resolution, as set forth below: 


SpeciaAL CommitTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457, Senate Office Building. There 
were present the chairman, Senator Kefauver, and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of said committee and 
subcommittee meetings on December 12, 1950, held in room 457, Senate Office 
Building, Washington, D. C. 

The chairman stated to the committee that the witness, Joseph Doto, re- 
peatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout the chairman’s examination of said witness on December 12, 
1950, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said Joseph Doto, alias Joe Adonis, 
in the manner and form provided by law. 


“sTES KEFAUVER, Chairman. 


ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UnitTep States SENATE, 
Srecran Commitrrer To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Tuesday, December 12, 1950. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to call of the chairman, at 10:10 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Representative Louis B. Heller, Rudolph Halley, chief counsel 

The CHarrMan. The committee will come to order. 

The chairman should have stated earlier that we are delighted to have Con- 
gressman Heller, of New York, sit with this committee, and we appreciate your 
interest in the work of this committee, Congressman. 

Mr. Joseph Adonis, will you come around, please? Calling Mr. Adonis, please. 

Mr. Adonis, are you represented by counsel, or are you here alone? 
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To Patrick Murray or J. F. Elich or Howard Brand or Thomas Myers to serve 
and return. 


Given under my hand, by order of the committee, this 11th day of September, 
in the year of our Lord 1950. 


Estes KEFrAUVER, 
Chairman, Committee To Investigate Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Thomas E. Myers, who was dul authorized to serve the 
said subpena. The return of the service by the said Thomas E. Myers 
being endorsed thereon is set forth as follows: 


NOVEMBER 27, 1950. 
I made service of the within subpena by personal service on the within-named 
Joseph Doto, alias Joseph Adonis, at Bergen County Court House, Hackensack, 
N. J., at 10:40 a. m., on the 27th day of November 1950. 


Tuomas E. Myers. 


The said Joseph Doto pursuant to said subpena and in compliance 
therewith appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. Joseph Doto having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing on December 12, 1950, at room 457, Senate Office Building, 
Washington, D. C., which record is annexed hereto and made a part 
hereof and designated “annex I.” 

As a result of said Joseph Doto’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Joseph Doto pertinent 
to the subject matter which under Senate Resolution 202, Eighty-first 
Congress, second session, the said committee was instructed to investi- 
gate, and the refusal of the witness to answer questions as set forth in 
annex I, is a violation of the subpena under which the witness was 
directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the afore- 
said questions deprived the committee of necessary and pertinent 
ore and places this witness in contempt of the United States 

enate. 

At the committee hearing in Washington, D. C., on December 12, 
1950, there was present a quorum of the committee, as set forth in the 
— annexed, consisting of the chairman and Senators Tobey and 

iley. 

Immediately following the said committee hearing on December 12, 
1950, Senator Wiley withdrew and the chairman designated a sub- 
committee to continue hearing the testimony of the said Joseph Doto 
consisting of the chairman and Senator Tobey. This hearing of the 
subcommittee was duly authorized by a resolution of the committee 
made on September 6, 1950, in an executive session at 2 o’clock in 
room F-82 in the Capitol, at which were present Senators Kefauver, 
Hunt, and Wiley. At this meeting it was duly resolved on motion 
made by Senator Hunt and seconded by Senator Wiley that the chair- 
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man be authorized at his discretion to appoint subcommittees of one 
or more Senators, of whom one member will be a quorum for the pur- 
pose of taking testimony and all other committee acts, to hold hearings 
at such time and places as the chairman might designate with reference 
to the committee’s investigations of organized crime in the vicinities 
of the cities of Chicago, St. Louis, Kansas City, Miami, Miami Beach, 
and Philadelphia, and in the States of New York and New Jersey. 

At the meeting of the said subcommittee on December 12, 1950, the 
said Joseph Doto continued to appear subject to the aforesaid subpena 
and was further asked questions which were pertinent to the subject 
matter under inquiry and gave answers as appeared in the record 
of the hearing on December 12, 1950, at room 457, Senate Office 
Building, Washington, D. C., which record is annexed hereto and made 
a part hereof and designated “ Annex II.”’ 

After reviewing the testimony and other facts as set forth herein, the 
committee adopted a resolution, as set forth below: 


SrecraL ComMmitTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457, Senate Office Building. There 
were present the chairman, Senator Kefauver, and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of said committee and 
subcommittee meetings on December 12, 1950, held in room 457, Senate Office 
Building, Washington, D. C. 

The chairman stated to the committee that the witness, Joseph Doto, re- 
peatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout the chairman’s examination of said witness on December 12, 
1950, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said Joseph Doto, alias Joe Adonis, 
in the manner and form provided by law. 

Estes Keravuver, Chairman. 





ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED States SENATE, 
Spectra, CommitTrer To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Tuesday, December 12, 1950. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to call of the chairman, at 10:10 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Representative Louis B. Heller, Rudolph Halley, chief counsel 

The CHarrMan. The committee will come to order. 

The chairman should have stated earlier that we are delighted to have Con- 
gressman Heller, of New York, sit with this committee, and we appreciate your 
interest in the work of this committee, Congressman. 

Mr. Joseph Adonis, will you come around, please? Calling Mr. Adonis, please. 

Mr. Adonis, are you represented by counsel, or are you here alone? 
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. Doro. I have counsel here in the case. 


The CuarrMan. Where is your counsel? 


Mr 


. Doro. He is here some place. 


The Cuarrman. Mr. Doto, do you solemnly swear the testimony you will 


give t 
80 hel 
Mr 


his committee will be the truth, the whole truth, and nothing but the truth, 
p you God? 
. Doro. I do. 


The CuarrMan. All right, Mr. Halley, will you proceed. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Hauiey. Will you state your full name? 

Doro. Joseph Doto. 

Hauuey. And are you known by any other name? 
Doro. Yes, sir. 

Hauiey. What is that? 

Doro. Joe Adonis. 

Hauuiey. When did you first use the name Joe Adonis? 
Doro. I don’t recall. 

Hatuiey. Many years, though; is that right? 

Doro. Yes. 

Hatiey. That is the name you are generally known by? 
Doro. That is right. 

Hauuiey. And have you ever used any other names? 
Doro. Not that I recall. 

Hauiey. Have you ever used the name Joe Aroso? 
Doro. Might have. 

HALEY. You did, in fact, use it, did you not? 

Doro. I don’t recall. 


Mr. Hauuiey. Weren’t you, in fact, arrested in Brooklyn under the name of 
James Aroso and also the name of Joseph Aroso in 1926? 


Mr 
Mr 


. Doto. Possibly so. : 
. Hautuey. In any event, you would not deny that you used that name, 


would you; is that right? 


Mr 
Mr 
Mr 
Mr 
Mr 


Mr. 


violat 
Mr 
Mr 
Mr 
Mr 
Mr 
Mr 


. Doro. No, sir. 

. Hatiey. Have you ever used any other name? 

. Doro. I don’t know, sir. 

. Hatter. Well, didn’t you use the name Joseph De Mio? 

. Doro. I don’t recall. 

. ALLEY. Now, in 1931 weren’t you convicted of a Prohibition Act 
10n 

. Doro. I believe I was. 

. Hatiey. And didn’t you use in that case the name Joseph De Mio? 

. Doro. Very possibly. 

. Hauiey. Well, don’t you know? 

. Doro. I don’t recall; I have used so many names in those minor conflicts. 
. Hautiey. You mean in your conflicts with the law you have been accus- 


tomed to using aliases? 


Mr 


. Doro. That is right. 


The CuarrMan. Spell De Mio. 


Mr 
Mr 
Mr 
you h 
Mr 
Mr 
Mr 
Mr 
Mr 


. Hautiey. Joseph D-e M-i-o is the name that the record shows; is that right? 
. Doro. If you say so. 

. Hatuey. Would you say that on many occasions in conflicts with the law 
ave used other aliases; is that right? 

. Doro. That is right. 

. Hatitey. On how many occasions were you convicted of a crime? 

. Doro. On two occasions, sir, as I recall. 

. Hatuey. What were they? 

. Doro. One for disorderly conduct. 


Senator Wiiry. One for what? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


violat 
Mr 


Doro. Disorderly conduct, $25 fine. 

Hauuey. And that was in Brooklyn? 

Doro. Right. 

Hauer. That was back in 1926; is that right? 

Doro. In around there, sir. 

HAL_ey. 1927 is the correct date. 

Doro. Yes. 

Hatuey. Then, you were convicted in 1931, were you not, for a prohibition 
ion, and fined $500? 

. Doro. That is right. 
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Mr. Hauiry. Now the record here shows one other conviction in 1931 for 
smuggling liquor. It probably was another count in the same offense, I am not 
sure. Do you think you can straighten that out for us? 

Mr. Doro. (Shaking his head negatively.) 

Mr. Hauer. Well, the record shows that in February of 1931 you were 
arrested, and then in March convicted for violation of the National Prohibition 
Act, and that in November of the same year you were convicted of a violation of 
the Tariff Act, and on the second occasion fined $100. 

Mr. Doro. I don’t remember that one. 

Mr. Hatuey. They could probably both grow out of the same offense. 

Mr. Doro. Maybe; it is possible. 

Mr. Hauuey. Were you in the bootlegging business before the repeal of 
prohibition? 

Mr. Doro. I decline to answer that question. 

The CHarRMAN. You are directed to answer. 

Mr. Doro. On the ground that it may incriminate me, I decline to answer. 

The CuarnMAN. Well, you understand that you are directed to answer the 
question? 

Mr. Doro. Yes, sir. 

The CuarrMANn. Do you refuse the direction of the committee? 

Mr. Doro. Yes, sir. 

Mr. Hauuey. You have been arrested on a great many occasions; is that right? 

Mr. Doro. Yes, sir. 

Mr. Hauuiey. The record here shows in 1926, as James Aroso for grand larceny, 
Would that be right? 

Mr. Doro. Dismissed; that is right. 

Mr. Hatuey. And then in the same year as James Aroso for robbery. It 
appears to be another offense; it is another officer, another police officer. 

The CuarrMan. Answer up, Mr. Doto; we cannot hear you. That is correct? 

Mr. Doro. Yes. 

Mr. Hatuey. And both of them were discharged? 

Mr. Doro. Discharged. 

Mr. Hauuey. Then, in the same year 1926 for grand larceny, that would appear 
to be the same offense, and discharged, as Joseph Aroso; then, in 1927 for dis- 
orderly conduct offense, where you were fined $25 as Joseph Adonis; is that right? 

Mr. Doro. That is right. 

Mr. Hauuey. And then in 1931 two Federal offenses under the name of Joseph 
De Mio; is that right? 

Mr. Doro. That is right. 

Mr. Hatuey. We have been over that. 

In 1937 you were charged with assault and robbery; is that right? 

Mr. Doto. That is right. 

Mr. Hatiey. And in 1940 with, what was that, kidnaping and extortion case; 
is that right? 

Mr. Doro. That is right. 

Mr. Hatuey. And that was dismissed as against you? 

Mr. Doro. That is right. 

Mr. Hatuey. Your codefendant, I think, was tried and acquitted; is that right? 

Mr. Doro. Right. 

The CHarrMan. Who was the codefendant? 

Mr. Hauuey. I have it here somewhere. We have it, and we will get to it in 
some detail later. 

Now, Mr. Doto, what is your business? 

Mr. Doro. None at the present. 

Mr. Hatter. None at the present time? What was your last business? 

Mr. Doro. I decline to answer. 

The CuarrMaAn. You are directed to answer, Mr. Doto. 

Mr. Doro. I decline to answer on the ground that it might tend to 
incriminate me. 

Mr. Hauiey. What was your last legitimate business? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

The CHarrMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me, 

Mr. Hatxey. Are you not still connected with the Automotive Conveying Co. 
of New Jersey? 

Mr. Doro. I decline to answer. 

The Cuarruin. You are directed to answer. 
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Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Haier. Do you know what the Automotive Conveying Co. of New 
Jersey is? 

Mr. Doro. I decline to answer. 

Mr. Hat ey. I refer to a company located at 280 Gorge Road, Cliffside Park, 
N. J., known as the Automotive Conveying Co. of New Jersey; have you ever 
heard of it? 

Mr. Doro. I decline to answer it. 

The Cuarrman. Mr. Doto, the committee is trving to make an inquiry here, 
and we hate to start off your testimony with unbelievable lack of cooperation on 
your part. We all know that there is such acompany. It is listed, a well-known 
company, and a big company. Your connection with it is quite well known, and 
you persist in refusing to even answer whether you have heard of it or not. 

Mr. Doro. For reasons better known to me, I refuse to answer that. 

The CHArrRMAN. Well, you are directed to answer the last question. 

Mr. Doro. I decline to answer the question on the ground it might tend to 
incriminate me. 

Mr. Hatuey. Is not the business of that company the conveying of Ford 
vena from the Ford plant in Edgewater, N. J., to various places throughout 
the East? 

Mr. Doro. Are you finished? 

Mr. Hauuey. That is the question. 

Mr. Doro. I decline to answer. 

Mr. Hatiey. You decline to answer that? 

The CuarrMAn. Well, you are directed to answer, if you know. 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Haier. Could you explain to the committee how your connection with 
the Conveying Co. for the Ford Co. could incriminate you? 

Mr. Doro. Yes; if you want me to give you the reasons. 

Mr. Hatiey. Would you, please? 

Mr. Doro. Mav I read them? I have several reasons. 

Mr. Hauuey. Yes. 

Mr. Doro. I wish to state clearly why I feel that I should assert and rely 
upon my constitutional privileges to refuse to be a witness against myself. 

I do this to explain the circumstances of my refusal to answer certain questions 
and to produce certain books and records. 

At the present time criminal charges and investigations are proceeding against 
me in the State of New Jersey. Such charges have also been presented against 
me in the State of New York. The Federal Government is engaged in an ex- 
tensive investigation of my tax returns, and of all income I have from any source. 

It has been announced that my tax returns have been made available to this 
committee, and in turn this committee has, according to statements in the news- 

apers, published and disclosed numerous figures purporting to be my income. 
Seakemante have been repeatedly made by members and representatives of the 
Federal Government that I am a member of a Nation-wide crime syndicate. 

A few months ago the Federal Government issued a statement that every 
United States attorney in the country had been alerted to compile information 
to be used against me. The newspapers have carried statements purporting to 
emanate from the committee that it is the purpose of the committee to get various 
people by bringing them before this committee and questioning them in such 
a way that they would either give evidence which could be used against them or 
subject themselves to prosecution for perjury or contempt. 

Under these circumstances, I feel that my presence and testimony here are not 
sought for any assistance I can give this committee in formulating legislation, but 
for the purpose of obtaining from me some statements which might be used against 
me in further prosecution. 

For these reasons I respectfully claim the right not to aid the Government 
directly or indirectly in prosecuting me. That is my reasons. 

Mr. Hatiey. Was that prepared by your counsel? 

Mr. Doro. By both. 

Mr. Hatiey. What do you mean, by both? 

Mr. Doro. My counselor and I went over this carefully. 

Mr. Hauuey. Your counsel is Mr. Corbin? 

Mr. Doro. That is right. 

Mr. Hauuiey. And that is the statement that was prepared by him with your 
collaboration; is that correct? 

Mr. Doro. Right. 
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The CHarrMan. Let the record show that Mr. Corbin is here present. If he 
wants to sit with his client, he has a perfect right to do. Where is Mr. Corbin 
practicing law, where is his office? 

Mr. Doro. 30 Broad Street, New York City. 

The CuarrMan. 90 Broad Street? 

Mr. Doro. 30 Broad Street. 

The CuHarrman, All right, Mr. Halley. 

Mr. Hatiey. Do you know Frank Costello? 

Mr. Doro. Yes. 

Mr. Hauuey. How long have you known him? 

Mr. Doro. Twenty-odd years, maybe. 

Mr. Hatiey. Twenty-odd years? 

Mr. Doro. Yes. 

Mr, Hauuey. Are you in any way related to him? 

Mr. Doro. No, sir. 

Mr. Haury. Have you ever been in a business with him? 

Mr. Doro. I decline to answer. 

The CHAIRMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatiey. Is it not a fact that you were partners in the Piping Rock Casino 
at Saratoga Springs from 1941 to 1942? 

Mr. Doro. I decline to answer. 

The CHarrMan. You are directed to answer. 

Mr. Doro. I decline to answer on the ground that it would or might tend to 
incriminate me. 

Mr. Hatter. Have you ever been in Saratoga Springs? 

Mr. Doro. Yes, sir. 

Mr. Hatuiey. Have you ever been at the Piping Rock Casino? 

Mr. Doro. Yes, sir. 

Mr. Hatiey. Did you ever see gambling in progress at the Piping Rock 
Casino? 

Mr. Doro. I decline to answer. 

The CHarRMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 


Mr. Hatuey. Did you ever see any people other than yourself gambling at 
Piping Rock Casino? 

Mr. Doro. I decline to answer. 

The CHAIRMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatuey. Were you in Saratoga Springs in 1941 and 1942? 

Mr. Doro. I believe I was; yes. 

Mr. Hautey. And that is the period during which you say you were in the 
Piping Rock Casino on some occasions? 

{r. Doro. That is right. 

Mr. Hauiey. On how many occasions were you in the Piping Rock Casino? 

Mr. Doro. I don’t recall. 

Mr. Hatiey. Would you say on many occasions? 

Mr. Doro. Yes; I would say on many occasions. 

Mr. Hautgey. Do you know if the Arrowhead Inn is in Saratoga Springs? 

Mr. Doro. Yes, sir. 

Mr. Hauiey. Have you ever had any business connection or affiliation with the 
Arrowhead Inn? 

Mr. Doro. I decline to answer. 

Mr. Hattey. Is it not a fact 

The CHarrMAN. Wait a minute. You are directed to answer that question. 

Mr. Doro. I decline to answer that question on the ground that it might tend 
to incriminate me. 

Mr. Hattey. Is it not a fact that you, during the years 1947 and 1948, were 
affiliated with the Arrowhead Ina in Saratoga Springs? 

Mr. Doro. I decline to answer. 

The’CHAIRMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me, 

Mr. Haier. You have been at the Arrowhead Inn; is that right? 

Mr. Doro. Yes, sir. 

Mr. Hatter. Do you know O. K. Coakley? 
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Mr. Doro. The name doesn’t mean nothing, 

Mr. Hatuiey. You do not know it? 

Mr. Doto. The name doesn’t register. I might know the person. 

Mr. Hauixey. Do you know a man named Lefty Clark? 

Mr. Doro. I may have known him. 

Mr. Hatter. How long have you known Lefty Clark? 

Mr. Doro. I would not know; I don’t know him that well. 

Mr. Hauuey. Well, you have been in business with him, have you not? 

Mr. Doro. I decline to answer that question. 

The CuarrmMan. What is the question? 

Mr. Hauuiey. Whether he ever was in business with Lefty Clark. 

Mr. Doro. I decline to answer on the grounds that it might tend to incrimi- 
nate me. 

The CuartrMAN. You are directed to answer. 

Let us first identify who he really is. 

Mr. Hauuey. Lefty Clark comes from Detroit; is that not right? 

Mr. Doto. I wouldn’t know where he comes from. 

Mr. Hauuiey. And you knew him in the Miami area? 

Mr. Doro. I have seen him around Miami; yes. 

Mr. Hater. His name is William Bischoff, is it not? 

Mr. Doro. I wouldn’t know that name. 

Mr. Hauiey. You know him as Lefty Clark. Have you ever seen him at the 
Colonial Inn in Miami? 

Mr. Doro. I decline to answer. 

The CHarrMan. You are directed to answer. 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 
br ane Senator Wiley, you have some questions at this point you wish 
to put 

Senator Witxy. Do you know James J. Carroll, of St. Louis? 

Mr. Doro. No, sir. 

Senator Witry. Do you know William Molasky, or William Brown of the 
Pioneers News Service of St. Louis? 

Mr. Doro. No, sir. 

Senator Witey. You are acquainted with them? 

Mr. Doro. No, sir. 

Senator WiLey. Have you ever done any business with them? 

Mr. Doro. No, sir. 

Senator WiLtey. What was your income last year? 

Mr. Doro. I decMine to answer. 

The CHarrMan. You will be directed to answer. 

Mr. Doro. I will decline to answer on the grounds that it might tend to incrimi- 
nate me. 

Senator Witey. Whatever that income was, did any of it come from book- 
making, slot machines? 

Mr. Doro. Is the question finished? 

Senator Winey. Yes. 

Mr. Doro. I decline to answer. 

Senator Witry. Does any of it come from dope peddling? 

Mr. Doro. I decline to answer. 

The CHarrMANn. You are directed to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator Witry. Does any of it come from organized prostitution? 

Mr. Doro. I decline to answer. 

The CuarrMaANn. You are directed to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator WiLey. Does any of it come from the numbers racket? 

Mr. Doro. I decline to answer. 

The CHarrMAN. You are directed to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator Witey. Have you ever made a political contribution, directly or 
indirectly, to any political candidates for any Federal office or any office holder 
at Federal, State, or local level? 

Mr. Doro. I decline to answer. 

The CuarrMAN. You are direeted to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

The Cuarrman. Mr. Doto, you are an intelligent man, apparently. The usual 
process is that a question is asked, and if the chairman, speaking for the committee, 
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thinks it is a proper question, and you refuse to answer it, and the chairman asks 
you to answer it, and then you refuse to answer it at the call of the chairman, I 
think we can understand, you can understand—your counsel is present in the 
room—but if a question is asked, and you refuse to answer it, unless the chairman 
asks that the question be withdrawn, why, you can consider that you have been 
directed and ordered to answer the question, and that you can refuse to do so; 
is that satisfactory? 

Mr. Doro. I did not get you at that, Senator. 

Senator Witey. Would it not be better, Mr. Chairman, for his counsel to come 
to the table and advise him? 

The CuarrMan. We do not want his counsel to come unless his counsel wants 
to. He was invited to come and sit with his client. 

Mr. Paut Corsin. I have no objection to coming up, but I think he is well 
able to take care of himself. 

The CHarrRMAN. Well, we do not want to order the counsel as to what he may 
do, and this is apparently their arrangement. If counsel wants to sit in the back 
of the room and the witness here, that is all right with the committee. We have 
no authority to tell you what to do, sir. 

Very well, let us proceed in the usual fashion. 

Senator Wizey. All right, I was talking about—do you want to tell us whether 
in your income return you showed any legitimate income from stocks? 

Mr. Doro. I decline to answer that. 

The CuarrMANn. You are ordered to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator Witey. Did you have any income from wages? 

Mr. Doro. I decline to answer. 

The CHarrMAN. You are ordered to answer. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator Witry. Or any income from bonds, rent, dividends? 

Mr. Doro. I decline to answer. 

Senator WiLrey. You decline—— 

The Cuarrmman. As this point, let me say, that when a Senator or counsel 
asks you a question, and you say you decline to answer, if the chairman thinks 
it is a proper question, you will be ordered to answer, and then you refuse, well, 
you understand, and is it agreeable with you, that when a question is asked you, 
and you refuse to answer, then you will consider that the chairman of the com- 
mittee has ordered or directed you to answer, and then you still refuse to answer, 
without having to go through all of the ceremony all the time? 

Mr. Doto. That is right. 

The Cuarrman. Do you understand that? 

Mr. Doro. Yes, sir. 

The CuarrMan. Is that agreeable with you? 

Mr. Doro. Yes, sir. 

Senator Witxy. How old are you, Mr. Adonis? 

Mr. Doro. Forty-nine. ° 

Senator Witey. Are you married? 

Mr. Doro. Yes, sir. 

Senator WitEey. Do you have a family? 

Mr. Doro. Four children. 

Senator Witey. What? 

Mr. Doro. Four children. 

Senator Witey. Four children. Where do you claim your home is? 

Mr. Doro. Palisades, N. J. 

Senator Witey. And were you born in this country? 

Mr. Doro. Passaic, N. J. 

Senator Witry. What education have you had? 

Mr. Doro. Grammar-school education. 

Senator Witey. Did you ever make a contribution or a gift to any officer of a 
police department up there or any place else? 

Mr. Doro. I decline to answer. 

Senator WiLEyY. What? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminate me. 

Senator Wi.tey. Did you ever make any gift or render any service or favor to 
any police or sheriff officer or law-enforcement official up there? 

Mr. Doro. I decline to answer for the same reason. 

Senator Witey. Did you ever make any such gift or payment or contribution 
to the district attorney of any country in that territory? 


S. Rept. 25, 82-1 2 











10 PROCEEDINGS AGAINST JOSEPH DOTO 


Mr. Doro. I decline to answer on the grounds it might tend to incriminate me. 

Senator Witzy. This income that you return to the Federal Government, did 
any of it come from extortion? 

r. Doro. I decline to answer on the grounds that it might tend to incriminate 
me. 

Senator Witey. Do you keep books? 

Mr. Doro. I decline to answer. 

Senator Witzey. Have you got any books showing your income? 

Mr. Doro. I decline to answer on the grounds that it might tend to incriminate 
me. 

Senator Wier. If you have any books, where are they located? 

Mr. Doro. I decline to answer on the unds it might tend to incriminate me. 

The Cuarrman. You understand, Mr. Doto, that the chairman is ordering you 
to answer all of these questions? 

Mr. Doro. Yes, sir. 

The CuarrMANn. Because I think they are proper questions. 

Mr. Doro. Yes. 

Senator Wixey. I think you said you knew Frank Costello; is that right? 

Mr. Doro. Right. 

Senator Winey. And you knew Frank Erickson? 

Mr. Doro. Yes. 

Senator Witey. Have you been in business with either of them? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminate me, 

Senator WiLtey. Do you know Longy Zwillman? 

Mr. Doro. Yes, sir. 

Senator Witey. Have you been in business with him? 

Mr. Doro. I decline to answer. 

Senator WiLtey. Do you know Jimmy Lynch? 

Mr. Doro. Yes, sir. 

Senator Witey. Have you been in business with him? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminate me. 

Senator Witey. Do you mean by that that the business that you were engaged 
in would be illegal under Federal law? 

Mr. Doro. I decline to answer. 

Senator Witey. You mean it would be illegal under State law? 

Mr. Doro. I decline to answer. 

Senator Wiiey. Are your books still intact? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminate me. 

Senator WiLey. Have you got custody of your books? 

Mr. Doro. I decline to answer on the same grounds, 

Senator WiLtny. Have you caused them to be lost or destroyed? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminaie me. 

Senator Wier. That is all so far as I am concerned. 

The Cuarrman. Senator Tobey, do you have any questions? 

Senator Topey. Not at this time. 

The CHarrMan. Proceed, Mr. Halley. 

Senator Wiley has just had to leave to go to the floor of the Senate, and the 
chairman, under authority of the resolution, designates Senator Tobey and the 
chairman as a committee of two to proceed with the examination, and with the 
chairman having the right to swear the witnesses and to take sworn testimony 

Proceed, Mr. Halley. 

Mr. Hauer. Have you had any connection with the Manhattan Cigarette Co.? 

Mr. Doro. I decline to answer. 

Mr. Hauiey. Have you ever heard of the Manhattan Cigarette Co.? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 


Mr. Hatitey. Do you know Michael Lascare? 

Mr. Doro. Yes. 

Mr. Hatiey. How long have you known Michael Lascare? 

Mr. Doro. Many years. 

Mr. Hatiey. Have you ever had any business relationships with Michael 
Lascare? 

Mr. Doro. I decline to answer on the grounds that it might tend to incriminate 
me. 

Mr. Hatter. You understand with respect to each of these questions, that by 
permitting them to stand on the record, the chairman is understood to be ordering 
you to answer? 

Mr. Doro. Yes. 
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Mr. Hatuey. Do you know George Uffner? 

Me. Doro. Yes, sir. 

Mr. Hatter. Do you know Phil Kastel? 

Mr. Doro. Yes, sir. 

Mr. Hauuny. Have you known them both for many years? 

Mr. Doro. Yes, sir. 

Mr. Hauxey. During the years 1920 to 1930, did you know both Uffner and 
Kastel? 

Mr. Doro. No, sir. 

Mr. Hauer. Did you know Costello during those years? 

Mr. Doro. I don’t know whether it goes back that far. 

Mr. Hauuiey. Well, in and around 1930, did you know Frank Costello? 

Mr. Doro. Maybe. 

Mr. Hatupy. And in and about that time you knew George Uffner? 

Mr. Doro. No. 

Mr. HALLEY. Did you know Phil Kastel that far back? I am referring now 
to 19307 

Mr. Doro. I don’t believe I did know him that far back. 

Mr. Hatuey. Did you know Frank Erickson? 

Mr. Doro. Yes, sir. 

Mr. Haury. In 1930? 

Mr. Doro. No, sir. 

Mr. Hauer. Did you know him in 1932? 

Mr. Doro. I wouldn’t recall whether I did in and around there. 

Mr. Hauuey. Were you ever in any business with Frank Erickson? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 


Mr. Hatiey. Were you ever in any sweepstakes business with Frank Erickson? 
Mr. Doro. I decline to answer. 

Mr. Hauuey. Have you ever been in Chicago? 

Mr. Doro. Yes, sir. 

Mr. Hatuey. Do you know Louis Greenberg? 

Mr. Doro. The name doesn’t register with me; I don’t know whether I do 


r. Hautey. Do you know Al Greenberg? 

Mr. Doro. I don’t know whether I do or not. 

Mr. Hauurey. Have you ever heard of the Manhattan Brewery? 

Mr. Doro. It doesn’t mean anything to me. 

Mr. Hatter. Have you ever been connected with any brewery? 

Mr. Doro. No, sir. 

Mr. Hauury. At no time? 

Mr. Doro (shaking his head negatively). 

Mr. Hatury. Have you ever been connected with any labor union? 

Mr. Doro. No, sir. 

Mr. Hauer. Have you ever had any financial dealings with any labor union? 

Mr. Doro. No, sir. 

Mr. Hauuiey. Have you ever been connected with any trade association? 

Mr. Doro. No, sir. 

Mr. Hauiey. Have you ever had any financial dealing with any trade 
association? 

Mr. Doro. Referring to what? Just explain what a trade association means. 

Mr. Hauuery. Well, I am referring to anything which is known or was known 
to you as a trade association, a group of people in a business, to form an associa- 
tion; they are generally known as trade associations. 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauttey. Have you ever heard of the Illinois Trade Association? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauer. Have you ever had any business dealings with the Illinois Trade 
Association? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Have you ever heard of the Kings County Buick Co.? 

Mr. Doro. Yes, sir. 

Mr. Haurey. Have you ever had any business dealings with them? 

Mr. Doro. I decline to answer on the grounds that it might tend to incriminate 
me. 

Mr. Hauiey. Do you know Ralph Conte? 

Mr. Doro. Yes, sir. 

Mr. Hauiey. How long have you known him? 
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Mr. Doro. Many years. 
Mr. Hautiey. Have you ever had any business relationships with Ralph Conte? 
Mr. Doro. I decline to answer on the grounds that it might tend to incriminate 


me, 
Mr. 
Conte 


Hauvey. Is it not a fact that during the postwar years you and Ralph 
made arrangements for a great many people to receive automobiles from 


the Kings County Buick Co.? 


Mr. 


Doro. I decline to answer on the grounds it might tend to incriminate me. 


Mr. Hauuey. Did you ever recommend to the Kings County Buick Co. that 
any individual be given the opportunity to purchase a Buick automobile? 


Mr. 
Mr. 
Co. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Doro. I decline to answer on the grounds—— 
Hauuey. Did you ever recommend a customer to the Kings County Buick 


Doro, I decline to answer on the grounds it might tend to incriminate me. 
Hauiey. Do you know Lucky Luciano? 

Doro. Yes, sir. 

Hauuey. Charlie ““Lucky’’ Luciano? 

Doro, Yes, sir. 

Hauuey. How long have you known him? 

Doto. Twenty-odd vears, I would say. 

Ha.itey. When did you last talk to him? 

Doro. I decline to answer on the ground it might tend to incriminate me. 
Hauuey. Have you had a telephone conversation with Charlie ‘‘Lucky” 


Luciano within the last 2 years? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Doro. No, sir. 

HauLey. Have you talked to him within the last 2 years? 

Doro. No, sir. 

Hauitey. Did you ever see Charlie ‘“Lucky’’ Luciano in Habana, Cuba? 
Doro. I decline to answer on the ground it might tend to incriminate me. 
Hau.ey. Did you ever see him in Italy? 

Doro. No, sir. 

Hauiey. When you saw him in Habana, Cuba, what did you talk about? 
Doro. I decline to answer on the ground it might tend to incriminate me. 
Hauer. Have you had any business dealings with Luciano? 

Doro. I decline to answer on the grounds it might tend to incriminate me. 


Mr. Hatiey. How long have you known Jack Lansky? You know him, of 


course? 

Mr. Doro. Yes, sir; many years. 

Mr. Hatitey. Many years; and Meyer Lansky? 

Mr. Doro. Many years. 

Mr. Hatuiey. Have you been associated with them in businesses? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauiey. How long have you known Willie Moretti? 

Mr. Doro. Many years. 

Mr. Hauiey. And Salvatore Moretti? 

Mr. Doro. Many years. 

Mr. Hatiey. James Rutkin? 

Mr. loro. Many years. 

Mr. Hauiey. Gerald Catena? 

Mr. Doro. Many years. 

Mr. Hauiey. Have you had business relationships with any of them? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauiey. Do you know Arthur Gruening? 

Mr. Doro. Yes, sir. 

Mr. Hauiey. Have you had business relationships with him? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauiey. You know Salvatore Moretti? He just testified, and you have 
known im for many years? 

Mr. Doro. Yes, sir. 

Mr. Hatiey. Have you had any business relationships with him? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatiey. Do you know Arthur Longano? 

Mr. Doro. Yes, sir. 

Mr. Hatter. How long have you known him? 

Mr. Doro. Ten years, about. 

Mr. Hatuey. Going back to Luciano, have you ever sent him any sums of 


money 


9 











Mr. 
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Doro. No, sir. 

Haury. At no time? 

Doro. At no time. 

Hauxey. Directly or indirectly? 

Doro. Right. 

Hauiey. Have you had any correspondence with him in the last 3 years? 
Doro. No, sir. 

Hauer. Have you written to him? 

Doro. No, sir. 

Hauiey. Has he written to you? 

Doro. No, sir. 

Hauiey. Have you sent him messages directly or indirectly through 


other people? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


thing. 


Doro. No, sir. 

Hauuey. Has he sent them to you? 

Doro. No, sir. 

Hauuey. Now, going on, do you know Abner Zwillman? 

Doro. Yes, sir. 

Hauuiey. How long have you known him? 

Doro. Twenty years or better. 

Hauuey. Is he connected with this Manhattan Cigarette Co. now? 
Doro. I would not know, sir. 

Hauutey. Have you ever been in any business venture with Abner Zwillman? 
Doro. I decline to answer on the ground it might tend to incriminate me. 
Hauury. Do you know Jack Dragna? 

Doro. I don’t know as I do or not. 

Hautuey. Did you know Bugsy Siegel? 

Doro. Yes, sir. 

Hauer. How long did you know him? 

Doro, Twenty years or so. 

Hauuey. Did you ever have any business relationship with him? 

Doro. I decline to answer on the ground it might tend to incriminate me, 
Hauiey. What was his business? 

Doro. How would I know? 

Hauuey. I am sorry; I did not hear you. 

Doro. I don’t know. 

Hatiey, He was a gambler, was he not? 

Doro. I don’t know. 

Hatter. Do you know Mickey Cohen? 

Doro. Who? 

Hauiey. Mickey Cohen. 

Doro. No, sir. 

Hauer. Do you know Joe Sica? 

Doro. I don’t know whether I do or not. The name doesn’t mean anys 


. Hauuey. He lives in California. 


you know Charley Atratta? 


. Doro. I don’t know whether I do or not. 

. Hautuey. Do you know Charles Fischetti? 

. Doro. Yes, sir. 

. Hatuey. How long have you known him? 

. Doro. Well, we came from Brooklyn together; 35, 40 years. 
. Hatter. Did you grow up together? 

. Doro. No, sir. 

= Hatuiey. But you knew him 35 or 40 years ago? 
Mr. 

. Hatiey. Did you know his brothers, too? 

. Doro. Yes, sir. 

. Hatiey. Rocco? 

. Doro. Yes, sir. 

. Hauiey. Did you know Little Augie Pisano? 

. Doto. Yes, sir. 

. Hatter. How long have you known him? 

. Doro. Oh, a long time. 

. Hautey. Did you know Virginia Hill? 

Mr. Doro. I decline to answer. 

Mr. 


Doro. I knew him as a boy around there. 


Ha.uey. Did you ever hear of the Mafia? 
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Mr. Doro. I have heard of it. 

Mr. Haury. I am sorry; I did not hear you. 

Mr. Doro. I have heard of it. 

Mr. Hauuey. Can you tell the committee what it is? 

Mr. Doro. I would not have any idea. 

Mr. Hatuey. In what connections have you heard of it? 

Mr. Doro. By reading it in the newspapers. 

Mr. Hauiey. Did you ever have any connection with the Mafia yourself? 

Mr. Doro. I don’t know what it is. 

Mr. Hautuey. Have you read in the newspapers that it is a secret organization? 

Mr. Doro. Yes, sir. 

Mr. Hauugy. And have you ever known any persons whom you believed to be 
members of such a secret organization? 

Mr. Doro. No, sir. 

Mr. Hatiey. Are you a member of any secret organization? 

Mr. Doro. No, sir. 

Mr. Hatuey. Were you ever a member of any secret organization? 

Mr. Doro. No, sir. 

Mr. Hauuiey. Do you believe that such a thing as the Mafia exists? 

Mr. Doro. I am not a judge of that—I am no judge of that; I wouldn’t—I don’t 
qualify to answer that question. 

Mr. Hauiey. Well, witnesses before this committee have testified, if you don’t 
mind my making a statement 

Mr. Doro. Go ahead. 

Mr. Hauuey (continuing). By way of explanation that in their homes, in 
various neighborhoods where people of Sicilian descent live, they have heard — 
apy talk of the Mafia as an old Sicilian organization. Have you never heard 
of it? 

Mr. Doro. I am not a Sicilian, so it would not be spoken in my home. 

Mr. Hatuey. Have you known people of Sicilian descent? 

Mr. Doro. I have known a lot of Sicilians. 

Mr. Hauiey. And have you never heard of the Mafia? 

Mr. Doro. No, sir; outside of what I read in the newspapers in recent years. 

Mr. Hau.ey. Is it your opinion it is entirely fictitious? 

Mr. Doro. That is right. 

Mr. Hauiey. You do not believe there is any such thing? 

Mr. Doro. I do not believe so; that is my humble opinion. 

Mr. Hautey. You have never heard of it from any person whom you have 
known, as a friend or an associate? 

Mr. Doro. No, sir. 

Mr. Hatiey. Would those same answers apply to the Unione Siciliano? 

Mr. Doro. Yes, sir. 

Mr. Hatter. You have never heard of such an organization either? 

Mr. Doro. Just from reading of it. 

Mr. Haury. Even as a fraternal organization? 

Mr. Doro. Well, at times it has been referred to as a fraternal organization. 

Mr. Hauer. Well, there is such an organization; is there not? 

Mr. Doro. From the newspapers; I am only quoting from the press. 

Mr. Hatitzey. Haven’t you ever heard of such a fraternal organization in 
Brooklyn? 

Mr. Doro. No, sir. 

Mr. Hauer. Unione Siciliano? 

Mr. Doro. No, sir. 

Mr. Hatiey. You never belonged to it? 

Mr. Doro. No, sir. 

Mr. Hauiey. Did you ever know anybody who did belong to the Unione 
Siciliano in Brooklyn? 

r. Doro. No, sir. 

Mr. Hatiey. Do you know Joseph Profaci? 

Mr. Doro. Yes, sir. 

Mr. Hatiey. How long have you known him? 

Mr. Doro. Many years. 

Mr. Hauuey. How did you first meet him? 

Mr. Doro. I wouldn’t recall it. 

Mr. Hatter. How long have you known him? What do you mean by many 

ears? 
. Mr. Doro. Maybe 15, 20 years. 
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Mr. Hatuey. What has been the nature of your relationships? 
Mr. Doro. We have nothing in common; just a slight introduction, casual 
acquaintance. 


Mr 


. Hatuey. How many times would you say you have seen him in the last 


15 years? 
Mr. Doro. I couldn’t recall. 


Mr. Haury. More than once? 

Mr. Doro. Oh, yes. 

Mr. Hauuiey. And did you see him at least once a year at least that long? 

Mr. Doro. Maybe that. 

Mr. Hauiey. Do you see him more than once a year? 

Mr. Doro. I would not say so. 

Mr. Haury. You would not say so? 

Mr. Doro. No. 

Mr. Hatury. When did you last see him? 

Mr. Doro. I don’t recall. 

Mr. Hatuey. Did you see him in the year 1950? 

Mr. Doro. I believe I did. 

Mr. Hatiey. Where? 

Mr. Doro. I wouldn’t know. 

Mr. Hauuey. Search your memory a little bit. 

Mr. Doro. Well, we have nothing in common with this gentleman you speak of, 
so I don’t know where I met him, and how. We have nothing whatsoever in 
common. 

Mr. Hatter. What do you talk about when you see him? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


ae L 
the people? 
Mr. 

Mr 


Doro. Greetings of the day. 

Hauuey. Have you ever been alone with him? 

Doro. No, sir. 

Hauuey. You have been with other people? 

Doro. People around. 

Hatiey. Who were some or the people? 

Doro. I don’t recall who they have been at present. 

. Hauuey. Well, the last once or twice you met him, who were some of 


. Doro. I can’t recall them. 

. HautiEy. You cannot recall anybody who was with you? 

. Doro. No, sir. 

. Hatuey. And you cannot recall anything that you ever said to him? 
. Doro. No, sir. 

. HAtutEy. Were you ever in his home? 

. Doro. No, sir. 

. Hatter. Was he ever in your home? 

. Doro. No, sir. 

. Hatxiey. Did you ever meet him in the home of Willie Moretti? 
-. Doro. No, sir. ; 

. Hautey. Were you at the wedding of Mr. Moretti’s daughter? 
. Doro. Yes, sir. 

. Hautey. You were? 

. Doro. Yes, sir. 

. Hatuey. Was Mr. Profaci there? 

. Doro. I wouldn’t know; there was a lot of people there. 

. Hatiey. Was Frank Costello? 

. Doro. I wouldn’t know; I believe he was; yes. 

. Hatitey. Do you know Vito Genovese? 

- Doro. Yes, sir. 

. Hatter. How long have you known him? 

. Doro. Fifteen or twenty years; 15 or 20 years. 

. Hatuey. Have you had any business relationships with him? 

. Doro. No, sir. 

. Hatiey. Have you had any business relationships with Profaci? 
. Doro. No, sir. 

. Hattxy. Do you know Max Stark? 

. Doro. Yes, sir. 

. Hatuey. How long have you known him? 

. Doro. Ten years or better. 

. Hatuey. Have you had business relationships with him? 
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. Doro, I decline to answer on the grounds that it might tend to incriminate 


Hauuey. Did you ever give him any checks to cash? 
Doro. I decline to answer on the ground that it might tend to incriminate 


Hauigey. Did you know Joe Massera? 

Doro. Who? 

Hauuiry. Joe Massera? 

Doro. The name doesn’t mean anything to me. 

Hauuiey. Did you know a man named Mazzeroni? 

Doro. Not that I know of. 

Hauuey. Do you know a man by the name of Howard M. Stack? 
Doro. Yes, slightly. 

Hatuyy. Who is he? 

Doro. He is just a man as far as I am concerned. 

Hauiey. Justaman? Well, what is the nature of your acquaintance with 


Doro. Just slightly. 

Hauuiey. How did you meet him? 

Doro. Mere introduction. 

Hauuey. Who introduced you? 

Doro. I don’t recall at the present time. 

Hauuiey. When did you meet him? 

Doro. Several years ago. 

Haier. Did you meet him as far back as 1945? 

Doro. Maybe before then. 

Hauuiey. Did you know him in 1946? 

Doro. Yes, sir. 

Hauuey. Have you ever had any business dealings with him? 

Doro. I decline to answer on the ground it might tend to incriminate me. 
Hauiey. Have you ever owned any race horses? 

Doro. No, sir. 

Hauuey. Did you ever own any through any nominee or indirectly? 

Doro. What do you mean nominee? 

Haury. Did you ever ask anybody else to buy race horses for you? 
Doro. I decline to answer on the ground it might tend to incriminate me. 
Hauuey. Did you ever ask Howard M. Stack to purchase race horses for 


. Doro. I decline to answer on the grounds it might tend to incriminate me. 
. Hauuey. Isn’t it a fact that Stack bought 13 race horses from Willie 


Moretti in 1946? Do you know that? 
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. Doro. I wouldn’t know, sir. 

. Hatiey. Didn’t he buy those horses for you? 

. Doro. I decline to answer on the ground it might tend to incriminate me. 
Hatxiey. Do you know Vincent Aiello? 


. Doro. Who? 


. Hauiey. Vincent Aiello. 

. Doro. Yes, sir. 

. Hatitey. How long have you known him? 

. Doro. Twenty years or so. 

. Hatiey. What is his business? 

. Doro. I wouldn’t know. 

. Hatiey. Have you ever had any business dealings with him? 

. Doro. I decline to answer on the ground it might tend to incriminate me. 
. Hatitey. Now, do you know Paul Bonadio? 

. Doro. Yes, sir. 

. Haury. And is he not the vice president and treasurer of this Automotive 


Conveying Co. of New Jersey? 
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. Doro. I decline to answer on the ground it might tend to incriminate me. 
. Hautiey. How long have you known Paul Bonadio? 

. Doro, Twenty-five or thirty years. 

. Hauuey. Have you had any business dealings with him? 

. Doro. I decline to answer on the ground it might tend to incriminate me. 
. Hautiey. Do you know Charles Chirri? 

. Doro. Yes, sir. 

. Hauiey. How long have you known him? 

. Doto. Yes, sir—20 years or better. 
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Mr. Hauuey. Has he ever worked for you? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuiey. Have you ever had any business dealings with him? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Is he not an officer of the Automotive Conveying Co. of New 
Jersey? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatiry. Have you not recently suggested to the Ford Motor Co. that 
you = be willing to sell your stock in the Automotive Conveying Co. of New 

ersey 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. At this point, Mr. Chairman, I desire to put into the record a 
letter from the Ford Motor Co. signed by John Bugas, vice president in charge 
of industrial relations. 

The CHarrman. That will be made a part of the record. 

Mr. Hatuey. Dated December 11, and addressed to you. 

The CHarrMan. It will be so made a part of the record. 

(The letter referred to follows:) 

Forp Moror Co. 
Dearborn, Mich., December 11, 1950. 
Hon. Estes KEeFravuver, 
Senate Office Building, Washington, D. C. 


Dear Senator Keravver: Referring to our conversation of Friday, I respect- 
fully submit for the consideration of your committee the following information: 

For some time it has been a matter of considerable concern to us that Joseph 
Doto, alias Joe Adonis, is one of the principal stockholders of Automotive Con- 
veying Co. of New Jersey, Inc. This is the trucking company which transports 
built-up automobiles out of our Edgewater, N. J., plant. 

Automotive Conveying Co. has hauled automobiles from Edgewater for at 
least 15 years. The Ford Motor Co. representatives responsible for the original 
arrangement are not now employed by ourcompany. Automotive Conveying Co. 
is certificated as a common carrier by the Interstate Commerce Commission, and 
is the only motor carrier authorized to convey automobiles into the areas in which 
our Edgewater vehicles are delivered. It is not feasible to transport our cars by 
rail in these areas. Therefore, we have no alternative but to do business with 
Automotive Conveying Co. 

We have been discussing with another carrier the possibility of its applying to 
the Interstate Commerce Commission for authority to convey automobiles in the 
Edgewater area. We would, of course, support such an application. Our counsel 
has discussed this proposal with legal representatives of the Interstate Commerce 
Commission. We are informed, however, that it is not at all certain that the 
Commission could act favorably upon the application. Under the applicable 
statutes, rules, and regulations, the Commission must act on the basis of “‘fitness 
to provide service” and is not authorized to base its action on the character or 
reputation of a stockholder of a presently certificated carrier. 

There is also the possibility that another carrier might be induced to purchase 
Automotive Conveying Co. This is under discussion. In this connection, it 
appears to have come to the attention of the stockholders of Automotive Convey- 
ing Co. that we were concerned about the situation. Recently, we were ap- 

roached by one of the stockholders who stated, apparently with the authority of 
Mr. Doto, that Mr. Doto would be willing to sell his stock to the other stock- 
holders, and asked whether this would be satisfactory to Ford Motor Co. For 
obvious reasons, we refused to commit ourselves on this proposal. 

For your information, we have discussed this entire problem with officials of 
the State of New Jersey. We have assured them of our desire to terminate as 
soon as possible any connection between Ford Motor Co. and Mr. Adonis. 

Very truly yours, 
Joun 8. Buaas, 
Vice President, Industrial Relations. 


Mr. Hatuey. I would like to read the following paragraph: 

“For some time it has been a matter of considerable concern to us that Joseph 
Doto, alias Joe Adonis, is one of the principal stockholders of Automotive Con- 
veying Co. of New Jersey, Inc. This is the trucking company which transports 
built-up automobiles out of our Edgewater, N. J., plant.’ 

Mr. Doto, how do you feel that your connection with the Automotive Conveying 
Co. can incriminate you? 
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Mr. Doro. Well, I gave a reason before in such a statement and I don’t care to 
elaborate on it. Any source of income might incriminate me. 

Mr. Hauuey. That is a legitimate business, is it not? 

Mr. Doro. I believe it is. 

Mr. Hauuey. And has it ever been charged that your connection with it is to 
use strong-arm methods in connection with the delivery of automobiles? 

a Doro. I didn’t answer the question; I declined to answer my connection 
with it. 

Mr. Hauugy. You do not want to talk about it at all? 

Mr. Doro. That is right. 

Mr. Hatuey. Do you know whether or not any of the competing automobile 
trucking companies in New Jersey would care to bid against you for that business? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauer. Is Bonadio related to you? 

Mr. Doro. No, sir. 

Mr. Hauer. Paul Bandoni—I am sorry, that is Bonadio. 

Mr. Doro. Yes, sir. 

Mr. Hautey. He is not related to you? 

Mr. Doro. No, sir. 

Mr. Hatuey. There is another letter here from the Ford Motor Co., dated 
October 20, 1950, addressed to the chief investigator, Mr. H. G. Robinson, which 
I would offer likewise. 

The CuarrMan. It will be made a part of the record, following Mr. Doto’s 
testimony. 

Mr. Hatuey. And a letter from Automotive Conveying Co. of New Jersey, 
signed by Paul Banadio, vice president and treasurer. 

The CuarrMan. It will be made a part of the record. 

Mr. Hatuiey. Did you know Harry Bennett of the Ford Motor Co.? 

Mr. Doro. No, sir. 

Mr. Hatter. Never met him? 

Mr. Doro. No, sir. 

Mr. Hatuey. Did you ever hear—I believe you testified that you had heard 
of the Colonial Inn in Miami Beach; is that right? 

Mr. Doro. What is that? 

Mr. Hautey. Colonial Beach Inn in Miami Beach—that you have heard of it? 

Mr. Doro. Yes, sir. 

Mr. Hauuiey. And you state that you have been in those premises of the 
Colonial Inn? 

Mr. Doro. Yes, sir. 

Mr. Hautuiey. And while there, did you ever see Jack Lansky? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatixy. While there did you ever see George Sablo? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 


Mr. Hauuey. Or Meyer Lansky? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Or Frank Erickson? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hautey. Or Bert Riggs? 

Mr. Doro. I decline to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hauuey. Or Claude Littoral? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatuey. Or Vincent Aiello? : 

Mr. Doro. I decline to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hauuey. Or 8. L. Bratt, Sammy Bratt? 

Mr. Doro. I decline to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hatuiey. Or Richard Melvin? 

Mr. Doro. I decline to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hautey. Is it not a fact that they were all partners in the Colonial Inn? 

Mr. Doro. I decline to answer on the ground—— 

Mr. Hauuey. Including yourself? 


Mr. Doro. I decline to answer on the ground that it might tend to incrimi- 
nate me. 
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' a Hauuey. Is it not a fact that you had a 15 percent interest in the Colonial 
nn 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hauiey. Were you ever in the Club Boheme? 

Mr. Doro. Yes, sir. 

Mr. Hautey. Or the Green Acres Club? 

Mr. Doro. Yes, sir. 

Mr. Hauuey. And did you ever see Lefty Clark whom we were talking about 
before there? 

Mr. Doro. Yes, sir. 

Mr. Hauiey. Did you ever see Lefty Clark at the Arrowhead Inn at Saratoga? 

Mr. Doro, I don’t recall. 

Mr. Hauuey. Is it not a fact that you and Lefty Clark were partners in the 
Arrowhead Inn? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatuey. Is it not a fact that you and Meyer Lansky were partners at the 
Arrowhead Inn? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauer. Were you a partner at the Green Acres Club? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Were you a partner at the Club Boheme? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatuiey. Did you ever hear of the New York crap game located at the 
Club Boheme? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauusy. Isn’t it a fact that was a big crap game that Lefty Clark ran? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. HAuuey. You originally lived in Brooklyn, is that right? 

Mr. Doro. Yes, sir. 

Mr. Hatiey. And when did you move to New Jersey? 

Mr. Doto, When? I believe it was 1944. 

Mr. Hauuey. 1941? 

Mr. Doro. 1944. 

Mr. Hauuey. 1944. 

Up to that time you were continuously a resident of Brooklyn? 

Mr. Doro. Yes, sir. 

Mr. Hatuey. Were you known as the rackets boss of Brooklyn? 

Mr. Doro. I decline to answer on the grounds that it might tend to incriminate 
me. 
Mr. Hauuey. You read about that in the papers, though, did you not? 

Mr. Doro. Yes, sir. 

Mr. Hatuey. Was it true? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hautuey. Have you ever been connected with any bookmaking activities 
in Brooklyn? 

Mr. Doro. I decline to answer on the grounds it might tend to incriminate me. 

Mr. Hauer. How do you earn your living, Mr. Adonis? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 
Mr. Hauupy. Have you any legitimate business? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Haury. Have you ever been engaged in a legitimate business? 

Mr. Doro. I decline to answer for the same reason. 

Mr. Hauer. Have you ever been in the narcotics business? 

Mr. Doro. No, sir. 

Mr. Hauer. Have you ever been connected with it? 

Mr. Doro. No, sir. 

Mr. Hatter. Have you ever financed anybody who was in the narcotics 
business? 

Mr. Doro. No, sir. 

Mr. Hautizey. Why did you move to Jersey? 

Mr. Doro. I like the climate there better. [Laughter.] 

Mr. Hauiey. Was it cooler than Brooklyn? 

Mr. Doro. That was about 300 feet above sea level. 

Mr. Hatter. Not quite as hot as in Brooklyn, is that the point you are making? 

Mr. Doro. That is right. 

Senator Topny. Well a tree grows there, [Laughter.] 
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Mr. Hatuey. The authorities were making it rather uncomfortable for you to 
operate in Brooklyn, is that right? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. After living in Brooklyn though all your life up to 1944 you 
shifted your activities over to New Jersey. 

Mr. Doro. I moved to New Jersey. 

Mr. Hatuey. Did you conduct any business in New Jersey? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatuey. Did you ever have any business in Habana? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatiey. Were you ever in a gambling business at the Jockey Club in 
Habana? 

r. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatitey. When you moved to New Jersey, you purchased a house? 

Mr. Doro. Yes, sir. 

Mr. Hattey. Had you owned the house in Brooklyn? 

Mr. Doro. Yes, sir. 

Mr. Hauuey. You sold the Brooklyn house? 

Mr. Doro. Sold the Brooklyn house and bought the Jersey house. 

Mr. Hatter. Who handled the transaction in New Jersey, your lawyer? 

Mr. Doro. A fellow by the name of Morini. 

Mr. Hauuiey. He was the mayor of Cliffside, N. J.? 

Mr. Doro. I do not know who he was; he was just a lawyer recommended by 
the real-estate agent. 

Mr. Hauuey. And it turned out to be the mayor? 

Mr. Doro. Unfortunately it did. 

Mr. Hauuiey. Unfortunately? Why do you say “unfortunately”? 

Mr. Doro. Well, he is not the mayor any more. [Laughter.] 

Mr. Hattey. You mean he was at that time, is that right? 

Mr. Doro. I didn’t know it at that time. 

Mr. Hatter. How long did he continue being the mayor? 

Mr. Doro. I wouldn’t know; a few years later. 

Mr. Hauuey. A few years. 

Now, during those years you operated the various gambling establishments we 
have been talking about, is that not correct? 

Mr. Doro. What is that? 

Mr. Hauuey. I say that was the same years during which you operated the 
various gambling establishments which we have been talking about, is it not? 

Mr. Doro. I decline to answer on the ground it might incriminate me. 

Mr. Hauuey. Let us be specific. Did you ever hear of the G. & R. Trading Co.? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Did you ever hear of the L. & C. Amusement Co.? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Did you ever hear of the B. & T. Trading Co.? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Did you ever hear of the Pal Trading Co.? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. Did you ever hear of the L. & L. Trading Co.? 

Mr. Doro. I decline to answer on the ground it might incriminate me. 

The CHarRMAN. Well, Mr. Doto, when you decline to answer, we will assume 
that it is on the ground it might tend to incriminate you unless you specify some 
other ground. 

Mr. Doro. Yes, sir. 

Mr. Hauuey. Did you ever hear of the Plantation Club in Hallandale, Fla.? 

Mr. Doro. Yes, sir. 

Mr. Hatter. Did you ever have an interest in that business? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauiey. Were you ever in business there with Vincent Aiello, alias Jimmy 
Blue Eyes? 

Mr. Doro. I decline to answer on the ground in might tend to incriminate me. 

Mr. Hattey. Is it not a fact that during the years 1944 to 1950 you had inter- 
ests in various gambling houses in the State of New Jersey and the State of New 
York and in the State of Florida? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatter. Have you ever had any investments in Las Vegas, Nev.? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuiey. Were you ever in Hot Springs? 
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Mr. Doro. Yes. 

Mr. Haier. When were you last there? 

Mr. Doro. Last spring some time. 

Mr. Hauuey. This year, you mean? 

Mr. Doro. This year, 1950. 

Mr. Hatuey. And you go there pretty much every year? 

Mr. Doro. No, sir. 

Mr. Hatuey. When were you there last before that? 

Mr. Doro. Maybe 3, 4 years before that. 

Mr. Hautuey. Do you go there for business purposes? 

Mr. Doro. No, sir. 

Mr. Hatuiey. Purely for recreation, rest? 

Mr. Doro. Baths, health. 

Mr. Hauiey. Have you ever attended a business meeting at Hot Springs? 

Mr. Doro. No, sir. 

Mr. Haury. You were not in Hot Springs in 1935? 

Mr. Doro. I would not recall that far back. 

Mr. Hauiey. Were you ever there with Lucky Luciano? 

Mr. Doro. I wouldn’t recall whether I was or not, or been there at the same 
time: I couldn’t recall it. 

Mr. Hauuey. Could you recall whether you ever attended a meeting in Hot 
Springs with Lucky Luciano in 1935? 

Mr. Doro. No, sir; not that I can recall; I never go to meetings of that nature. 

Mr. Hauiey. You never go to meetings? Do you recall whether Lucky 
Luciano called a meeting in 1935 with gamblers from all over the country, and 
racketeers? 

Mr. Doro. I wouldn’t know, sir. 

Mr. Hauuey. Weren’t you there? 

Mr. Doro. No, sir. 

Mr. Hauuey. You are sure of that? 

Mr. Doro. Positive, now that I am thinking about it. I was not there in 1935. 

Mr. Hauuey. Can you think of whether there was such a meeting at any time 
in 1935, perhaps about a year or so earlier or later? 

Mr. Doro. No, sir. 

Mr. Hatuey. You think there was no such meeting? 

Mr. Doro. That is my thought. 

Mr. Hauuey. You are sure of that? 

Mr. Doto. That is my thought; it is my opinion. There might have been. 

Mr. Hatuey. Isn’t it a fact that Luciano called a meeting that was held at Hot 
Springs, in which the point was made by Luciano that there was too much dis- 
organization in the various rackets, and they had to be assigned to various people 
in order to avoid further confusion and warfare among the different gangs? 

Mr. Doro. I wouldn’t know, sir. 

Mr. Hauuey. Have you ever heard of such a meeting? 

Mr. Doro. No, sir. 

Mr. Hauuiey. Nobody ever mentioned it to you? 

Mr. Doro. No, sir. 

Mr. Hauuey. And you are quite sure you weren’t there? 

Mr. Doro. Positive. 

Mr. Hautuey. Did you ever attend such a meeting at any other place, other 
than Hot Springs? 

Mr. Doro. No, sir. 

Mr. Hauuey. Or hear of such a meeting? 

Mr. Doro. No, sir. 

Mr. Hatuey. Have you ever heard of a division of territories among the various 
racketeers and gangsters? 

Mr. Doro. No, sir. 

Mr. Hautuey. You have never heard that? 

Mr. Doro. No, sir. 

Mr. Hauuey. Well, how does it function, if you know; how do certain book- 
makers function in certain areas without a molestation from other—— 

Mr. Doro. I would not know, sir; I am not an authority on that. 

Mr. Hatiey. You would not know that? 

Mr. Doro. No, sir. 

Mr. Hauuey. Have you ever been in the bookmaking business? 

Mr. Doro. I decline to answer on the ground it might incriminate me. 

Mr. Hauuey. Have you ever been in the numbers or policy business? 

Mr. Doro. I decline to answer on the ground it might incriminate me. 
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Mr. Hauer. And you also decline to say whether you have been in a legitimate 
business; is that right? 

Mr. Doro. Yes, sir. 

Mr. Hauer. For the same reason? 

Mr. Dorro. For the same reasons. 

Mr. Hauuiey. Do you know Artie Samish? 

Mr. Doro. Yes, I do. 

Mr. Hauuey. Was he in Hot Springs at the same time you were there this year? 

Mr. Doro. Yes, sir. 

Mr. Hauuey. He occupied the room directly above yours; is that not right? 

Mr. Doro. I wouldn't know; I never went to his room. 

Mr. Hauer. Well, you saw him there, did you not? 

Mr. Doro. I saw him in Hot Springs. 

Mr. Hatuiey. Did you have any conferences with him? 

Mr. Doro. No, sir. 

Mr. Hauuey. How long were you there? 

Mr. Doro. About 3 weeks. 

Mr. Hatuiey. And how long was he there? 

Mr. Doro. I wouldn’t know whether he came before or after I did. 

Mr. Hauiey. Did you have dinner with him while you were there, any meals? 

Mr. Doro. No, sir. 

Mr. Hauiey. You talked to him? 

Mr. Doro. Greetings of the day. 

Mr. Hatuiey. Did you have any conversations of any longer duration? 

Mr. Doro. Just general talk. 

Mr. Hauuey. General talk? When did you first meet Samish? 

Mr. Doro. Four or five years ago. 

Mr. Hautiey. Under what circumstances? 

Mr. Doro. Strictly social, an introduction. 

Mr. Hauuey. And no business relationships at all? 

Mr. Doro. No, sir. 

Mr. Hatiey. Have you any interest in any liquor business? 

Mr. Doro. Interest in what? 

Mr. Hautey. In any liquor business? 

Mr. Doro. No, sir. 

Mr. Hauiey. Have you had any? 

Mr. Doro. No, sir. 

Mr. Haier. Do you know Jack Friedlander in Miami? 

Mr. Doro. Yes, sir. 

Mr. Hauiey. How long have you known him? 

Mr. Doro. Not too long, 4 or 5 years. 

Mr. Hautiey. Have you had business dealings with him? 

Mr. Doro. No, sir. 

Mr. Hauer. ‘id you have occasion to telephone him while you were in 
Hot Springs? 

Mr. Doro. Telephone who? 

Mr. Hauuey. Friedlander. 

Mr. Doro. Not that I recall. 

Mr. Hatiey. Who was E. McGrath? 

Mr. Doro. He is a friend of mine. 

Mr. Hatuey. Was he in Hot Springs with you? 

Mr. Doro. Yes, sir. 

Mr. Hatuey. Is he in any business with you? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hauiey. You had a suite together, isn’t that right? 

Mr. Doro. That is right. : 

Mr. Haier. Have you any idea what his business and Jack Friedlander’s 
mien have been? 

Mr. Doro. I wouldn’t know. 

Mr. Hauuey. Friedlander is a well-known gambler in Miami, is he not? 

Mr. Doro. I wouldn’t know whether he is or not. 

Mr. Hatiey. You must have some idea of whether he is a gambler or not? 
Don’t you have any idea at all? 

Mr. Doro. No, sir. : 

Mr. Hauer. Some time ago the chairman asked about the details of this 
indictment you had in 1932 with Sam Gasberg. Do you remember that? 

Mr. Doro. That wasn’t 1932. 
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Mr. Hauuey. 1937, was it not? 

Mr. Doro. 1939, I believe. 

Mr. Hauuey. We can check the record; 1940—you are right, 1939. 

Mr. Doro. 1939, 1940. 

Mr. Hauer. What were the circumstances of that; do you remember? 

Mr. Doro. I was indicted. 

Mr. Hauxey. Well, you were indicted for an alleged kidnaping and extortion 
of Isadore Luff. 

Mr. Doro. That is right. 

Mr. Hatter. Did you know Luff? 

Mr. Doro. Yes, sir. 

Mr. Hauutey. Had he come to you to settle some dispute? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hauuey. And is it not the fact that Luff and a man named Isaac Wapinsky 
were severely beaten at that time? 

Mr. Doro. I wouldn’t know whether it was a fact or not. 

Mr. Hauuey. It was so charged, was it not? 

Mr. Doro. It was so charged; yes, sir. 

Mr. Hatter. And that they were held in a house for about 3 days, is that right? 

Mr. Doro. That was the charge. 

Mr. Hauuey. Did you have anything to do with that? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 
The record will speak for itself if you have it before you. Iw 
indictment was dismissed. 

Mr. Hatter. The indictment was dismissed. 

Mr. Doro. That is right, on the request of the prosecutor. 

Mr. Hauuiey. Wasn’t it a fact that Luff and Wapinsky came to you in an 
effort to get a dispute settled at about that time? 

Mr. Doro. I don’t recall these things. 

Mr. Hauer. Well, they were having a dispute with Gasberg, were they not? 

Mr. Doro. Maybe they were; I didn’t know anything about it. 

Mr. Hauer. And didn’t they come to you to try to get the thing worked out? 

Mr, Doro. Not that I recall. 

Mr. Hauitey. Well, did any of them come to you for advice at that time? 

Mr. Doro. It’s too far back; those things were immaterial. 

Mr. Hatuey. Well, is it not a fact that Luff came to you and sought your help? 

Mr. Doro. Not that I can recall. 

Mr. Hauuey. He claimed that Gasberg owed him some money in connection 
with something? 

Mr. Doro. I can’t help what he claimed. 

Mr. Hatxey. Did he not? 

Mr. Doro. You would have to ask him. 

Mr. Haury. Didn’t he come to you and tell you that? 

Mr. Doro. No, sir. 

Mr. Hauer. He did not? 

Mr. Doro. No, sir. 

Mr. Haury. Weren’t you sought to be the arbitrator of the dispute between 
Luff and Gasberg? 

Mr. Doro. Not that I recall. Any dispute, arbitration, I don’t recall any such 
thing. 

Mr. Hatutey. You had known both of them, though? 

Mr. Doro. Yes, sir. 

Mr. Hatiey. And you had been talking to them at about the time of the 
alleged kidnaping, is that right? 

Mr. Doro. When was that kidnaping that was supposed to have happened? 

Mr. Hautey. I think it was in 1939, was it not? 

Mr. Doro. No; way back before that. 

Mr. Hauuey. The arrest was in 1939, but you were a fugitive for some time, 
were you not? 

Mr. Doro. I was not; never in my life. 

Mr. Hauer. Well, they couldn’t find you for some time, could they, for that? 

Mr. Doro. If your record speaks for itself—— 

Mr. Hauuey. Well, you can answer the question, either you were or you were 
not. 

Mr. Doro. I was never a fugitive, not to my knowledge. 

Mr. Hauer. Well, weren’t you out of the State of New York for some period 
before you were finally picked up on the kidnaping charge? 

Mr. Doro. No, sir. As soon as I heard about it I came in on it. 
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Mr. Hauuey. When did you first hear about it? 

Mr. Doro. A few days before I walked into Mr. Amen’s office, 

Mr. Hatiey. Would you say that the same thing would apply here, that is, the 
first time when you heard that this committee’s efforts were being expended to 
serve a subpena on you, you came in? 

Mr. Doro. No, sir. 

Mr. Hauiey. That is not so? 

Mr. Doro. No, sir. 

Mr. Hauuey. Were you trying to avoid service of this committee’s subpena? 

Mr. Doro. No, sir. 

Mr. Hatuizy. Where were you during the month of October 1950? 

Mr. Doro. I was around; home all the time. 

Mr. Hauuey. Around where? 

Mr. Doro. At my home. 

Senator Tosry. Just a minute. You were speaking of this fall? 

Mr. Doro. Yes, sir. 

Senator Tosry. Well, your wife came before us in New York and testified to us 
under oath—— 

Mr. Doro. My wife did not come before you, Senator. 

Senator Tosry. I beg your pardon; excuse me, please. 

Mr. Doro. That is all right, Senator. 

Mr. Hauer. We went so far as to subpena your wife in an effort to get her to 
tell us where you were, and it turned out she was sick in a neighbor’s apartment. 

Mr. Doro. That is right. 


Mr. Hau.ey. All that time, didn’t you hear that this committee was trying to 


serve & subpena on you? 

Mr. Doro. Yes, sir. 

Mr. Hauuey. Why didn’t you appear? 

Mr. Doro. I didn’t have the subpena. 

Mr. Hauuezy. Before that service? You knew that we were sending investiga- 
tors to your house practically daily to find you? 

Mr. Doro. Oh, no. Unfortunately, we were missing one another. I never 
ducked them. 

Mr. Hatusey. That was not pure accident, though, was it? 

Mr. Doro. It might have been. 

Mr. Hatuey. Well, you were ducking, were you not? 

Mr. Doro. I was not. 

Mr. Hautiey. You never ducked our subpena server? 

Mr. Doro. No. 

Mr. Hauiey. You did not make yourself scarce? 

Mr. Doro. I did not. 

Mr. Hauuey. Didn’t I have to negotiate for several weeks even after you were 
arrested in New Jersey for getting you to come in here and accept the subpena? 

Mr. Doro. Well, your men couldn’t even get me when I walked into the court 
in the State of New Jersey. 

Mr. Hauiey. Well, they had their reasons for not doing it there. I spoke to 
your counsel, 

Mr. Doro. I didn’t know their reasons. 

Mr. Hatter. Didn’t your counsel come to you and say that I was trying to 
serve a subpena on you? 

Mr. Doro. That is right. 

Mr. Hauuey. And he got word back to me that you did not wish to accept it? 

Mr. Doro. I did not have any desire to appear before this committee then or 
never. 

Mr. Hauer. Why didn’t you desire to appear before this committee? 

Mr. Doro. Because I did not want to be a willing witness. 

Mr. Hauuey. Well, you are a citizen of the United States? 

Mr. Doro. That is right. 

Mr. Hauuey. And this is a Senate committee conducting a lawful inquiry, is 
it not? 

Mr. Doro. That is right. 

Mr. Hautiey. And you considered it to be your duty to appear and answer 
lawful questions? 

Mr. Doro. That is right. 

Mr. Hatiey. Why didn’t you want to appear? 

Mr. Doro. Because I never got the subpena, 

Mr. Hauury. Well, we passed that point; you were at the point where your 
lawyer, and I must say it was not Mr. Corbin—— 
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Mr. Doro. I told them there would be time enough to get the subpena. 

Mr. Hauer. The gentleman who represented Mr. Moretti, is that right? 

Mr. Doro, That is right. 

Mr. Hauer. And he told you that we wanted to arrange to serve a subpena 
on you? 

Mr. Doro. That is right. 

Mr. Hauuegy. And you said you didn’t care to accept service, ‘“Let them catch 
me if they can,” is that right? 

Mr. Doro. That is right. 

Mr. Hattey. Why did you desire to try to avoid the service of this committee’s 
ne when you knew it was attempting to serve it? 
se Doro. For no particular reason. I knew that sooner or later I would 
ere. 

Mr. Hatuey. But you preferred it to be very much later, is that it? 

Mr. Doro, That is right. 

Mr. Hatter. Why didn’t you want to cooperate and come before this commit- 
tee and tell them what you properly could? 

Mr. Doro. Well, I don’t want to go into that. It was an attitude of your 
process servers that they went around and harassed me to no end. 

Mr. Hatter. How did they harass you? 

Mr. Doro. Well, they went to the butcher, the baker, and the candlestick 
maker. 

Mr. Hatuey. Well, they were trying to find you, weren’t they? 

Mr. Doro. They couldn’t find me through there; they went around making 
slurring remarks. 

Mr. Hauury. They did go to your home? 

Mr. Doro. Then they started to annoy my wife. 

Mr. Hatuey. They went to your home, did they not? 

Mr. Doro. That is right. I didn’t happen to be home at that moment; they 
didn’t wait there for me. 

Mr. Hauer. And your wife could have told them when you could have been 
home, is that right? 

Mr. Doro. She doesn’t know my business; she has been sick and has her own 
troubles with the four kids. 

Mr. Hatuey. Well, apparently, the butcher and the baker and the candle- 
stick maker told you that this committee’s subpena servers were looking for you? 

Mr. Doro. That is right. 

Mr. Haury. And, of course, you knew this harassment would stop once they 
served you, and you still refused to come in? 

Mr. Doro. The damage had already been done. 

Mr. Hauiey. Were you afraid to answer the questions of this committee? 

Mr. Doro. No; I am not afraid of anything. 

Mr. Haury. Are you afraid to tell this committee the facts with respect to 
gambling? 

Mr. Doro. I thought I made a statement before for the record that explained 
everything, sir. 

Mr. Hauury. We won’t talk about your gambling now. Let us talk about 
gambling, in general, in New Jerséy. What do you know, if anything, about 
gambling? 

Mr. Doro. I decline to answer on the ground that.it might tend to incriminate 
me. 

Mr. Hatiey. What have you heard that you can tell this committee that would 
be of help in assisting this committee in its investigation? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatiey. Do you know whether or not any person engaged in the gambling 
business operates across State lines and from one State to another? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hatutey. Do you know anything about the bookmaking business? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Mr. Hatiey. Have you ever heard whether or not Frank Erickson is a book- 
maker? 

Mr. Doro. Well, I have heard lately; yes. 

Mr. Hautey. You have heard? 

Mr. Doro. Yes. 


Mr. HatiEey. Do you know whether Frank Erickson took lay-off bets? 
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Mr. Doro. I wouldn’t know that. 

Mr. Hatter. Do you know whether any people take lay-off bets? 

Mr. Doro. I wouldn’t know. 

Mr. Hatuey. Do you know what a lay-off bet is? 

Mr. Doro. I don’t know whether I do or not. 

Mr. Hauuey. Have you ever heard of a lay-off bet? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. Hauuey. I won’t ask any more questions. 

Senator Torney. I have only one comment to make. It is not a question, but 
it is very clearly evident to me that this gentleman’s attorney, Mr. Corbin, who 
is sitting in the rear of the room, made the truest remark in this room today when 
he said that Mr. Adonis didn’t need any help from him. [Laughter.] 

Mr. Corrrn, I think he realizes that we still have a fifth amendment to our 
Constitution. 

Senator Torry. Mr. Adonis, in September of 1937 you were arrested by 
Detectives Maguire and Casey of the safe and loft squad, and you handed over 
to Detective Maguire a paper containing a list of names and amounts, saying 
that you did not wish to be questioned about it, and you asked Detective Maguire 
to hold it for you, is that correct? 

Mr.Doro. I don’t recall any such instance, Senator. 

Senator Tosry. Well, Maguire said that you said to Maguire that this would 
show how you operated. Maguire gave the list to Captain Fennelly, who had a 
photostat made, and the list was then given back to you. The list was apparently 


in your handwriting and reads as follows—it is a piece of book concerning one. 


side the “‘ins,”’ and the other side the “outs,’’ and on the “in’’ side such items as 
$54,000 for B. R.; Sally $25,000; Frank C. $26,000; Doc $5,000; Spic. $7,500; 

ag Frank C. $20,432; Doc $9,000; Frank $10,000; Sart. $25,250; Sart. 
22,232. 

On the “out,” Doc $5,000; legal $750; legal $500; Frankie Gar $1,000; judge 
$5,000; judge $15,000; up-State $250; Doc $25,000; Louis L. $200; Kenny $100; 
Doe $15,000; Doe $5,000; Spic. $10,000; up-State $250; judge $3,000; Ben $5,000; 
up-State $250; Guy $3,000; Spiro $2,000; George H. $1,000; up-State $450; Ben 
$15,000; Capital $25,000; George H. $1,000; consular $17,500; Tee $7,500; up- 
State $225; legal $12,500; legal $3,000; John B. $8,300; Fourteenth Street $500. 

Now, the “‘ins” total $206,283, and the “‘outs” total $188,425. 

Would you be willing to tell the committee whatever that covers the “‘ins’’ and 
“out’’—what is the time those items cover? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

Senator Toney. Would you care to explain and interpret those names for us 
as to who they represent? 

Mr. Doro. I decline to answer. 

Senator Toney. Do you recall that memorandum? 

Mr. Doro. No, sir. 

Senator Toney. Do you recall any of the connections with it? 

Mr. Doro. No, sir. ; 

Senator Tosey. Do you recall any of those connotations of those names, as 
connoting something else? You do not recall your being arrested by these two 
detectives? 

Mr. Doro. I recall being arrested. 

Senator Tosry. But you do not recall giving them this memorandum? 

Mr. Doro. No, sir. 

Senator Tosrey. Do you know Benny Railroad? 

Mr. Doto. Who? 

Senator Topsy. Benny Railroad is his name. Do you know Salvatore Spitale, 
now in Sing Sing, or was in Sing Sing? 

Mr. Doro. Yes, sir. 

Senator Tosey. Is he still in Sing Sing? 

Mr. Doro. I wouldn’t know, sir. 

Senator Toney. Well, the initials Sally, do they connote Salvatore Spitale, in 
your judgment? 

Mr. Doro. I wouldn’t know. 

Senator Toney. Would Frank C. mean Frank Costello? 

Mr. Doro. I wouldn’t know. 

Senator Topey. Would “Legal’’ be Moe Polakoff? 

Mr. Doro. I wouldn’t know. 

Senator Toney. Would “Ben” be Big Ben Siegel? 
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Mr. Doro. I wouldn’t know. 

Senator Topgey. Would “Capital” mean Capital Distributors Corp.? 

Mr. Doro. I wouldn’t know. 

Senator Topey. Would “Geo. H.” mean George Howard? 

Mr. Doro. I wouldn’t know. 

Senator Toprey. One other question: Did “John B.’”’ mean John Brocco? 

Mr. Doro. I wouldn’t know, sir. 

Senator Tospry. Do those names mean anything to you, sir? 

Mr. Doro. Some of them do, some of them don’t. 

Senator Toprey. Now, did you go up to New Hampshire at one time, northern 
New Hampshire, to Dixville Notch and look over the hotel property known as 
the Balsams? 

Mr. Doro. Yes, sir; I was up in the Balsams. 

Senator Topey. Was Frank Guedera the owner then of that hotel? 

Mr. Doro. Yes, sir. 

Senator Toney. Is he still living? 

Mr. Doro. I don’t know. I haven’t seen him over the last few years. 

Senator Topry. At that time did you look at it with the possible thought 
of buying it? 

Mr. Doto. There was some thought. 

Senator Toney. To make it the center of gambling operations? 

Mr. Doro. No, sir. 

Senator Toney. Did you tell Frank Guedara that this hotel was adequately 
suitable for gambling? 

Mr. Doro. No, sir; I don’t recall such conversation. 

Senator Topey. Were there a good many Tammany politicians from New 
York who frequented the Balsams in the fall of the year each year? 

Mr. Doro. I wouldn’t know; I never was there in the fall. 

Senator Topry. And you do not recall any when you were there—you do not 
recall any of those who were there when you were there? 

Mr. Doro. No, sir. 

Senator Topry. I see. That is all I have. 

Mr. Hauuiey. Did you know Sally Binaggio? 

Mr. Doro. No, sir. 

Mr. Hatuiey. Never met him? 

Mr. Doro. No, sir. 

Senator Toney. You testified a few moments ago that you knew Mr. Art 
Samish of California. Where did you meet him in these instances that you 
mention? 

Mr. Doto. Somewheres in New York. 

Senator Topry. In New York? 

Mr. Doro. Yes. 

Senator Tosry. Did you ever meet him in California? 

Mr. Doro. No, sir. 

Senator Toney. Do you know of his operations in California? 

Mr. Doro. No, sir. 

The CuHarrMAN. Were you in Hot Springs, Ark., in the last 6 or 8 months? 

Mr. Doro. Yes, sir. 

The CuarrMan. This fall? 

Mr. Doro. This spring, this past spring. 

The CHatRMAN. Were you registered in your name? What name were you 
registered under? 

Mr. Doro. My name. * 

The Cuarrman. Joe Adonis or Joe Doto? 

Mr. Doro. Doto, I believe it was. 

The CuarrmMan. Were you there this fall? 

Mr. Doro. No; I was not there this fall. 

The CuarrmMan. Where do you stay in Florida when you go down? 

Mr. Doro. No place in particular. 

The CuarrMan. I know, but what hotel do you stay at? 

Mr. Doro. Well, I stayed in a little place called the Hampshire House the last 
few years at Hallandale, Fla. 

The CuarrMan. Did you stay at the Wofford any time? 

Mr. Doro. I have stayed there. 

The Cuarrman. You know Abe Allenberg quite well? 

Mr. Doro. Yes, sir. 

The Cuarrman. Who do you know connected with the Ford Motor Co., or 
who used to be connected? 
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Mr. Doro, I decline to answer on the ground it might tend to incriminate me. 

The CuaraMan. Would you mind listing a property that you own, real estate 
you own? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

The CuarrMan. You have a chauffeur or a butler, do you not? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

The Cuarrman. How would that tend to incriminate you? 

Mr. Doro. Well, I don’t have a butler: I don’t have anybody. 

The Cuarrman. Well, you have something—you have somebody who drives 
you around? 

Mr. Doro. No, sir. 

The CuarrMaAn. Don’t you have someone associated with you and who owns 
a building in Cliffside Park, where the Home Movie Exchange is located? Do 
you know where the Home Movie Exchange is? 

Mr. Doro. It doesn’t mean a thing to me. 

The CuarrMan. It doesn’t mean anything to you at all? 

Mr. Doro (shaking his head in the negative). 

The CuarrMan. You do not have any interest in it? 

Mr. Doro. Home Movie Exchange? 

The CuarrMan. Yes; the building where it is located. 

Mr. Doro. I don’t have any interest in any building. 

The CuarrMan. In any building? 

Will you tell us your net worth as of today? 

Mr. Doro. I decline to answer on the ground that it might tend to incriminate 
me. 

The CuarrMan. Neither you nor any member of your family is related to 
Frank Costello, I believe you said? 

Mr. Doro. No, sir. 

The CrarrMan. Do you have any connection with Plastic Fashions at 651—A 
Palisades Avenue, Cliffside? 

Mr. Doro. No, sir. 

The CHarrRMAN. Have you ever had? 

Mr. Doro (shaking his head in the negative). 

The CuarrMan. Do you know this Palisades Specialty Co.? 

Mr. Doro. Who? 

The CuarrMAN. Palisades Specialty Co.? 

Mr. Doro. I don’t know of it. 

The Cuarrman. 498 Anderson Avenue, Palisades, N. J.? 

Mr. Doro. No, sir. 

The CuarrmMan. You do not know where it is? 

Mr. Doro. Well, I have an idea when you mention the address. 

The CuarrMan. Do you or have you had any interest in it at all? 

Mr. Doro. No, sir. 

The CHartrvay. Do you know anything about Cornell Distributors on State 
Highway No. ©“. Ridgefield Park, N. J.? 

Mr. Doro. No, sir. 

The CHarrMan. Do you have a bank account? 

Mr. Doro. Yes, sir. 

The CuarrMan. Where is your bank account? 

Mr. Doro. Edgewater National Bank. 

The CuarrMan. Is that the only one you have? 

Mr. Doro. Yes, sir. s 

The Cuarrman. Do you keep money in a box or any amount of money? 

Mr. Doro. No, sir. 

The CuarrMan. You keep all your cash in your bank account? 

Mr. Doro. That is correct. 

The CuarrMan. Is that correct? 

Mr. Doro. Correct. 

The CrarrMan. Do you own any real estate in New York State? 

Mr. Doro. No, sir. 

The CaarrMan. Or have any interest in any? 

Mr. Doro. No, sir. 

The CuarrMan. Either yourself or through a corporation? 

Mr. Doro. No, sir. 

The CuHarrMan. Will you tell us how many corporations you own stock in or 
have an interest in? 

Mr. Doro. I decline to answer on the ground it might tend to incriminate me. 

The Cuarrman. I am not asking you which one; I am asking you how many. 
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Mr. Doro. I still decline to answer on the ground it might tend to incriminate 
me. 

The CuarrMan. Mr. Adonis, you will remain subject to subpena, so that you 
will be called when we contact your lawyer, Mr. Corbin, or you; and you are ad- 
vised, by virtue of your refusal to answer questions, that Senator Tobey and I 
have decided that we will have no alternative but to recommend to the whole 
committee that you be cited for contempt of this committee. It is not what we 
want to do, but our opinion is that you refused to answer a good many questions 
that have no relevancy to the possibility of incriminating you, so that will be all 
for the time being, Mr. Adonis. 

Mr. Doro. Thank you. 

(The letters previously referred to follow:) 

Forp Moror Co., 
Dearborn, Mich., October 20, 1950. 
Mr. H. G. Rosinson, 
Chief Investigator, United States Senate Special Committee To Investigate 
Organized Crime in Interstate Commerce, Washington, D. C. 

Dear Mr. Rosginson: This is in reply to your letter dated September 20, 1950, 
regarding the E. & L. Transport Co. 

E. & L. Transport Co., a Michigan corporation, and E. & L. Transport, Inc., of 
Indiana, an Indiana corporation, are common carriers. These companies convoy 
automobiles, trucks, and tractors for Ford Motor Co. There is no contractual 
relationship between these companies and Ford Motor Co. except the ordinary 
bill of lading which is issued for each shipment. The president and managing 
head of both of these companies with whom our traffic representatives transact 
business is Lloyd Lawson. The annual report of E. & L. Transport, Inc., of 
Indiana, to the Interstate Commerce Commission for the year ended December 
31, 1949, shows Lloyd Lawson, Anthony J. D’Anna, and George 8S. Dixon as 
directors. The annual report of E. & L. Transport Co. to the Interstate Com- 
merce Commission for the year ended December 31, 1949, shows Lloyd Lawson, 
Anthony J. D’Anna and Effie M. Lawson as directors. Such reports show 
Lloyd Lawson as president and treasurer, and Anthony J. D’Anna as vice presi- 
dent and secretary of each company. These reports also show that 150 shares 
of E. & L. Transport, Inc., of Indiana, stock are outstanding—75 owned by Lloyd 
Lawson and 75 owned by Anthony J. D’Anna; and 1,500 shares of stock of 
E. & L. Transport Co. are outstanding—700 owned by Effie M. Lawson, 50 by 
Lloyd Lawson, and 750 by Anthony J. D’Anna. The names James Baraco and 
Sam Moceri do not appear on either of these reports and our traffic representa- 
tives say that they have no knowledge of either of these persons being connected 
with the two corporations. 

Automotive Conveying Co. of New Jersey, a New Jersey corporation, is a 
common e¢arrier, and convoys automobiles for Ford Motor Co. We have no 
contractual relationship with this company other than the ordinary bill of 
lading issued on each shipment. Our traffic representatives advise that Joseph 
Doto does not deal with them as an active representative of this corporation. 
Joseph Doto does appear in the annual report to the Interstate Commerce Com- 
mission for the year ended December 31, 1949, as a director and vice president. 
This report shows 500 shares of stock outstanding, which is owned as follows: 
60 by Paul Bonadio, 110 by Charles Chiri, 100 by Marie Chiri, 110 by Joseph 
Doto, 100 by Jean Doto, and 20 by Edward F. Farr. This report also shows 
that compensation of officers and directors during 1949 was as follows: 

Paul Bonadio, $14,000 salary, $954 expenses. 

Charles Chiri, $14,000 salary, $1,258 expenses. 

Joseph Doto, $14,000 salary, $503 expenses. 

Edward F. Farr, $7,500 salary, $713 expenses, ? 

Superior Motor Sales, Inc., a Michigan corporation, is a Ford dealer at 
Wyandotte, Mich. Ford Motor Co. has the usual form of Ford sales agreement 
with this company. It was entered into January 29, 1941. It is our under- 
standing that the majority of the stock of the corporation is held by William 
D’Anna, who is also the president of the corporation, and that the remainder of 
the stock is held by Charles Creed, who is also the vice president and treasurer of 
the corporation. It is believed that William D’Anna is the brother of Tony 
D’ Anna and that Tony D’Anna owns and rents to the dealership the building in 
which it operates. 

Very sincerely, 
Mev B. Linpauist, 
General Industrial Relations Manager. 
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Automotive Conveyine Co. or New Jersey, INc., 
November 25, 1950. 
Mr. R. E. Betser, 
General Manager, National Automobile Transporters Association, 
2627 Cadillac Tower, Detroit, Mich. 


Dear Dicx: The following information is furnished as per your request made 
during your recent visit to our office. 

We have been automobile transporters since November 1932, and have delivered 
vehicles into the following States: Virginia, Washington, D. C., Maryland, Penn- 
sylvania, New Jersey, New York, Connecticut, Massachusetts, Rhode Island, and 

ermont. 

Upon enactment of the Motor Carrier Act in 1935 this company was granted 
certificate No. MC—31820 as a common carrier. 

This company has delivered approximately 50,000 vehicles yearly with the 
exception of the war years 1942 to 1944. During this time our facilities were 
made available to the war effort. 

This year we have delivered 83,545 vehicles during the first 10 months. 

We have a personnel of about 110 and the total wages for the first 10 months 
amounted to $372,501.17. 

Any additional information you may desire will be gladly furnished upon 
request. 

Very truly yours, 
AUTOMOTIVE CONVEYING Co., or New Jersey, INc. 
Paut Bonapio, Vice President and Treasurer. 


The CuarrMan. The committee has determined that, in view of other com- 
mittee meetings and engagements of members of the committee, we will have to 
have the next session at 10 o’clock in the morning instead of this afternoon, so the 
committee will stand in recess until 10 o’clock, and all witnesses are ordered, who 
have not testified, to report at 10 o’clock in the morning. 

Mr. Conen. Mr. Chairman, I am Jack L. Cohen. I represent a witness here 
who is here in answer to a subpena, named James Rutkin. 

Now, with reference to Mr. Rutkin, he has appeared here today against the 
advice of his physician, and I was hoping that we could dispose of his testimony 
today in view of the fact that he has postponed an operation for some time now. 
I do not know whether the coramittee feels it will be able to reach him tomorrow 
morning or not. If there is any chance that he cannot, I would like to see him 
be able to return and be excused so that he can have that medical attention and 
come before the committee at some time in the future. 

The CuarrmMan. Mr. Rutkin will be here in the morning? 

Mr. Couen. Well, his doctor advises him not to be here today either. 

The CuarrRMAN. What is the nature of the illness? 

Mr. Cowen. An ulcer operation. 

The CuarrMan. What is your name, sir? 

Mr. Conen. The stenographer has it, Jack L. Cohen. 

Mr. Hatitey. Mr. Cohen, you remember that the committee excused Mr. 
Rutkin once before. 

Mr. Conen. That is right, sir. 

Mr. Hatiey. And at that time you said that if the committee would excuse 
him he would assure that as soon as the trial he was then in was over he would 
appear, whether it was in Washington or Philadelphia, and that he would then 
testify. 

Mr. Conen. In response to your question, Mr. Rutkin is here today, Mr. 
Halley. We have complied with your request and with our representation at that 
tima I am merely pointing out, in view of his physical condition, if there is 
going to be any delay in taking his testimony, we ask that it be an extended one. 

The CuatrMan. We will put him on as the first witness in the morning at 
10 o’clock. Will that be satisfactory? 

Mr. Cowen. I think it will. 

The CuarrMan. If it is not, we will contact Mr. Halley this afternoon and we 
will see what can be done. 

The committee will now stand in recess until 10 o’clock in the morning, unless 
otherwise called. 

(Whereupon, at 1:15 p. m., the hearing was adjourned, to reconvene at 10 a. m. 
Wednesday, December 13, 1950.) 

O 
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Mr¢Keravver, from the Special Committee To Investigate Organized 
-, Crime in Interstate Commerce, submitted the following 


-< 


' 


REPORT 


[To accompany S. Res. 44] 


The Special Committee To Investigate Organized Crime in Inter- 


state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, EKighty-first Congress, second session, 
caused to be issued a subpena to Anthony J. Accardo, of Chicago, Ill. 
The said subpena directed Anthony J. Accardo to be and appear 
before the said committee on January 5, 1951, at 10 a.m., in Room 
457, Senate Office Building, Washington, D. C., then and there to 
testify touching matters of inquiry committed to said committee and 
not to depart without leave of said committee. The date of the 
subpena was the 28th day of December 1950. Attendance pursuant 
to said subpena was had on January 5, 1951, at which time the witness 
appeared. The subpena served upon said Anthony J. Accardo is set 
forth as follows: 
Unirep States or AMERICA 


CONGRESS OF THE UNITED STATES 


To Antuony J. (Tony) Accarpo, 1431 Ashland Avenue, River Forest, Ill., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Special Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, on forthwith, 1950, at their committee room 900, 
101 Indiana Avenue NW., Washington, D. C., then and there to testify what 
you may know relative to the subject matters under consideration by said com- 
mittee. And bring with you: 

1. All ledgers, vouchers, canceled checks, check stubs, bank deposit slips, 
bank statements, financial statements, notes, copies of tax returns, records of 
accounts receivable and payable, and records of cash receipts and disburse- 
ments for the period from January 1, 1940, to date; 

2. All books, records, or other documents showing ownership of, or other 
holding or interest in any business Company or enterprise, or in any property 
real, personal, or intangible, for the period from January 1, 1940, to date; 

8. Rept. 26, 82-1——-1 
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3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940, to date. 
Hereof fail not, as you will answer your default under the pains and penalties in 
such cases made and provided. 
EN os tale ed etn ale to serve and return. 
Given under my hand, by order of the committee, this 28th day of December, 
in the year of our Lord one thousand nine hundred and fifty. 


Estes KEeravuver, 
Chairman, Committee To Investigate Organized 
Crime in Interstate Commerce. 


The said subpena was duly served as appears by the return made 
thereon by Edward J. Sullivan, deputy United States marshal, who 
was duly authorized to serve the said subpena. The return of the 
service by the said Edward J. Sullivan, deputy United States marshal, 
being endorsed thereon is set forth as follows: 

Served this witness, the within-named Anthony J. Accardo, by serving the same 
to him and by leaving a copy thereof with him, is served this 29th day of Decem- 
ber A. D. 1950, T. P. O’Donovan, United States Marshal, by Edward J. Sullivan, 
deputy. Served United States Marshal’s Office 10:50 a. m. 


The said Anthony J. Accardo pursuant to said subpena and in com- 
pliance therewith appeared before the said committee to give such: 
testimony as required by virtue of Senate Resolution 202, Eighty-first 
Congress, second session. Anthony J. Accardo having appeared as a 
witness and having been asked questions, which questions were per- 
tinent to the subject matter under inquiry, made answers as appeared 
in the record of the hearing on January 5, 1951, at Washington, D. C., 
which — is annexed hereto and made a part hereof and designated 
annex I. 

As a result of said Anthony J. Accardo’s refusal to answer the ques- 
tions pursuant to the said inquiry, as appears in the record annexed, 
the committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Anthony J. 
Accardo pertinent to the subject matter under which Senate Resolu- 
tion 202, Eighty-first Congress, second session, the said committee 
was instructed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer pertinent ques- 
tions to the subject under inquiry, and his persistent and illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in contempt 
of the United States Senate. 

At the hearing on January 5, 1951, at Washington, D. C., there was 
a quorum of the committee preens consisting of the chairman, Senator 
Kefauver, and Senators Wiley and Tobey. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


Spectra CommitTeeE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 12 o’clock noon in room 457, Senate Office Building. 
There were present the-chairman, Senator Kefauver, and Senators Wiley and 
Tobey. There were also present Rudolph Halley, chief counsel; George 8. 
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Robinson, associate counsel; John L. Burling, Alfred M. Klein, J. L. Nellis, and 
Downey Rice, assistant counsel. 

The committee discussed the testimony of the witness, Anthony J. Accardo, 
given immediately prior to the holding of this executive session of the committee. 

The chairman stated to the committee that the witness, Anthony J. Accardo, 
repeatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout the chairman’s examination of said witness on January 5, 1951, 
and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States Attorney for the 
District of Columbia to proceed against the said Anthony J. Accardo in the manner 
and form provided by law. 

Estes Kerauver, Chairman. 


ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


Unitep States SENATE, 
Spectat CommMitTr£eeE To INVESTIGATE 
Orcanizep CriME 1N INTERSTATE COMMERCE, 
Washington, D. C., Friday, January 6, 1951. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to notice, at 10:05 a. m., in room 457, Senate 
Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Rudolph Halley, chief counsel to the committee. 

The CuarrmMan. The committee will come to order. 

This is a continuation of a hearing we hadin Chicago. Let the record show that 
Senators Tobey and Wiley and the chairman are present. 

Our witness today is to be Tony Accardo. Is Mr. Accardo here? 

Mr. Georce F. Caunacuan. The witness is present. I am his counsel. 

The CuHarrman, All right, Mr. Callaghan; we will be glad to have him. 

Mr. CaLuacHaNn. Might I ask, Mr. Chairman, if this device is a national 
hook-up on radio? 

Senator Tospey. You compliment us. 

Mr. CatxiacuHan. I do not know whether it is. It says “NBC.” If it is, I 
decline to testify or I decline to have my client testify, before it. 

The Cuarrman. Mr. Callaghan, of course, we are arranging the hearing here, 
and 

Mr. CALLAGHAN. We are perfectly willing to give our testimony to the com- 
mittee, but not to the Nation. 

The CuarrMAN. This is an open hearing, Mr. Callaghan, and so the committee 
arranges the hearing as to how we proceed. 

Mr. CaLiacHan. Might I have an answer to the inquiry as to whether or not 
it is a hook-up on radio? 

The CuarrMan. I do not know whether it is a hook-up or not. It is to make 
a recording; it is not a live hook-up. 

Mr. CALLAGHAN. That is, it is not a radio broadcast. 

The CHarrMAN. It is to be made as a recording, and parts of it may be used, 
but it is not a national hook-up as now presented. 

Mr. CALLAGHAN. I want the record to show that simply as an addition to the 
atmosphere of this hearing. 

The CuarrMan. All right, Mr. Callaghan. This is an open hearing, and radio 
has a right to be represented, if they want to be, and if the committee permits 
them. 

Mr. Callaghan, give your name and address in Chicago. 

Mr. CauuacHan, George F. Callaghan, 105 West Adams Street. 

The CuarrMAN, You appeared with the client before the committee in Chicago. 

Mr. CaLLaGHaANn. With a client before the committee. 
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The Cuarrman. Mr. Accardo, will you hold up your hand to be sworn. Do 
ou solemnly swear that the testimony you will give this committee will be the 
ruth, the whole truth, and nothing but the truth, so help you God? 

Mr. Accarpo., Yes, sir. 


Testimony or Antuony J. Accarpo, AccOMPANIED By GEORGE F. CALLAGHAN, 
ATTORNEY 


Mr. Cautuaauan. Mr. Chairman and members of the committee, I know that 
the legislature is in session, and that this chairman and the members of this com- 
mittee are extremely busy. 

In order to expedite the work of this committee, I would like to make a pre- 
liminary statement here which may, I think, save a lot of time. 

The CuarrMan. All right, Mr. Callaghan. 

Mr. CaLLaGHAN. Many statements have appeared in the press which have 
been attributed to this committee, its counsel, or its investigators, condemning 
the conduct of Mr. Accardo and dubbing that conduct unlawful. 

Other statements have appeared of a purely personal nature concerning his 
private affairs that have no connection with this inquiry. 

His income, its extent, and its source have been the subject matter of several 
hearings of this committee. 

In this atmosphere, Mr. Accardo feels that the questions to be asked of him 
must, of necessity, be of two classes: first, questions the answers to which might 
tend to incriminate him or, secondly, questions which are not pertinent to this 
inquiry. 

hat being the situation with which the witness is confronted, he has asked me 
to advise this committee, in the interest of saving time here, that he will, to those 
questions which may be pertinent to the inquiry, the answers to which may tend 
to incriminate him, refuse to make answer, and that he will further refuse to make 
answer to all questions which are not pertinent to this inquiry which seek to pry 
only into his private personal affairs. 

Now, may we understand, Mr. Chairman, as we did in Chicago, before we begin 
this inquiry, that where the witness refuses to answer a question his refusal is 
predicated upon two grounds: first, that to answer the question might tend to 
incriminate him and, secondly, that he refuses to answer on the ground that the 
question is not pertinent to the inquiry. 

I ask that in the interest of a time-saving device, because you, on a previous 
occasion, asked me if I would save the necessity of each time directing the witness 
to answer. I am perfectly willing to do that, provided it be understood that those 
two objections stand to each one of the questions that may be asked. 

The CuarrMan. All right, Mr. Callaghan. The committee will judge which 
questions are pertinent and which questions are not. 

We will have it understood with you, if your client understands, that if he 
refuses to answer a question the grounds of his refusal are that he thinks it would 
incriminate him or that it is not pertinent to this inquiry. But, of course—— 

Mr. CaLuaGHAN. Both objections may stand to each question. 

The CuarrMaNn. And that will alleviate the necessity of the chairman’s directing 
the witness to answer a question where he refuses to answer. 

Mr. CALLAGHAN. Yes, sir. 

The CuarrmMan. Does your client understand it? 

Mr. CaLuLaGHAN. I think so. 

You understand that, do you? 

Mr. Accarpo, Yes, sir. 

The Caarrman. All right, Mr. Callaghan, that is all. You may take a seat. 

Mr. Halley, will you proceed with your examination? 

Mr. Hatuiey. What is your name? 

Mr. Accarpo. Sir? 

Mr. Hauuey. What is your name? 

Mr. Accarpo. Anthony J. Aceardo. 

Mr. Hatuey. Are you known by any other name? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatiey. Have you ever been known by the name of Joe Batters? 

The CHarrMAN. You understand, Mr. Accardo, that the question was, Have 
you ever been known by any other name, or have you had an alias? You refuse to 
answer, and the chairman directs vou to answer, but we are not going through that 
formality upon the statement of your counsel that where you refuse to answer you 
will assume that the chairman has directed you to answer, and that you still refuse? 
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Mr. Accarpo. Yes, sir. 

The CuarrMan. Proceed, Mr. Halley. 

Mr. Accarpo. Do I have to stand in front of these pictures at all times? 

The CuarrMANn. No; they will be through in a moment. 

Mr. Hauuey. Have you ever been known as Joe Batters? 

Mr. CatiacHan. We object to the proceeding here. 

The Cuarrman. The committee is running the proceedings. 

Mr. Ca.iaGcHan. I would like the record to show that there are five photog- 
raphers here. 

nator Tosry. There are sometimes 20. 

Mr. CaLiaGHan. I want the record to show what the situation is. 

The Cuarrman. All right. The record will show what the situation is. 

Mr. Hatuey. Have you ever been known by the name of Joe Batters? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Mr. Chairman, before proceeding further, in view of the state- 
ment made by counsel, and the refusal of his client to answer even the most 
obviously—the refusal of the witness to answer the most obviously—proper and 
not incriminating question, I would like at this time to offer in evidence a chart 
which summarizes matters now on record before the committee, and to make a 
statement with reference to it, the purpose being to bring before the committee 
the relevance of the questions which will follow. 

The CuarrMan. The chart can be filed, and you will ask the witness about 
the chart; is that it? 

Mr. Hau.ey. I will ask the witness about the chart; and, if he refuses to 
answer, I will make certain statements. 

(The chart referred to was marked ‘“‘Accardo Exhibit No. 1’ and made a part 
of the record.) 

Mr. Hatter. Do you know Al Capone, or did you know him? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Mr. Chairman, the committee’s record, as we all know, shows 
that Al Capone was a leader of an infamous gang of criminals. 

Mr. CauLaGHan. I submit that Mr. Halley be sworn if that is going into the 
record as evidence. 

The Cuarrman. Mr. Callaghan, you make your objections to the chairman. 

Mr. CaLuaGHAN. I am making my objection to the chairman. I submit to 
the chairman 

The CuarrMan. That is right; counsel has a right to give background and the 
reasons why questions are asked. 

Mr. Hatter. Do you know Frank Nitti, or did you know him? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautey. Mr. Chairman, the record shows that, after the death of Al 
Capone, Frank Nitti assumed the mantle of the so-called Capone gang, and that 
Frank Nitti was found dead, apparently a suicide, with a gun in his hands. 

Do you know Paul Ricca? 

Mr. Accarpo. I refuse to answer. 

Mr. Haturey. Mr. Chairman and members of the committee, the record of this 
committee shows that then the mantle of the Capone gang descended upon Tony 
Accardo, the witness, and Paul Ricca. 

Do you know Harry Russell? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Were you ever in partnership with Harry Russell? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Mr. Chairman, the record of this committee shows that Tony 
Accardo and Harry Russell were partners in a bookmaking business in the city of 
Chicago. 

Now, Mr. Accardo, did you ever have any 

The CuarrMan. Let us get this picture taking over with. 

Mr. Hautey. Mr. Accardo, did you ever have any connection, direct or indirect, 
with the Trans-American News Service? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Did you ever hear of the Trans-American News Service? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Do you know Pat Burns? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Do you know Hymie Levin? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Mr. Chairman, the record of this committee shows certain 
relationships between Tony Accardo and the Trans-American News Service. 
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Mr. Accardo, did you know the late James Ragen, who was murdered? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Did you ever hear of James Ragen? 

Mr. Accarpo. I refuse to answer. 

Mr. Haury. Do you know whether or not it was a matter of public knowledge 
in Chicago that James Ragen was murdered? 

Mr. Accarpo, I refuse to answer. 

Mr. Hatiey. Mr, Chairman, the record of this committee shows that James 
Ragen complained under oath to the district attorney of Cook County that 
Mr. Accardo and others had approached him and desired him to give them 40 
percent of the Continental Press Service in return for their protection. 

The CuarrMan. At that point, ask the witness if that is true. 

Mr. Hatxiey. Did you ever ask anybody to approach Mr. Ragen in connection 
with the Continental. Press Service? 

r. Accarpo. I refuse to answer. 

Mr. Hatiry. Do you know Dan Serritella? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuiey. Did you ever tell Dan Serritella—— 

Mr. Accarpo. I refuse to answer. 

Mr. Hatter. You had better let me finish the question first. 

The Cuarrman, I think you had better get the question before you decide 
whether you refuse to answer. 

Mr. Hatuey. Did you ever tell Dan Serritella that you wanted to see Ragen 
so that you could talk to him about getting a 40-percent interest in either Conti- 
nental Press or the Midwest News, a subsidiary of Continental Press? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Mr. Chairman, the Ragen record of Ragen’s statements to the 
district attorney makes such assertions. In the same statement Ragen stated 
that his reason for making the statement was that he feared he would be assas- 
sinated. Our records show that Ragen was assassinated shortly thereafter. 

Now, Mr. Accardo, did you ever hear of the R. & H. News Service? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuiey. Did you ever hear of the R. & H. Publishing Co.? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatiey. Do you know or do you not know whether or not the R. & H. 
Publishing Co. is engaged in the business of disseminating racing news information 
in Chicago by wire? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatixy. Do you know or do you not know that R. & H. Publishing Co. 
financed the operations of Trans-American News Service? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiry. Mr. Chairman, our records show at our Chicago hearings that 
the R. & H. Publishing Co., shown on this chart, did finance the operations of 
Trans-American to a great extent. 

Now, Mr. Accardo, have you ever been in Miami Beach, Fla.? 

Mr. Accarpo. Yes, sir. 

Mr. Hauuiey. Have you ever been in Miami, Fla.? 

Mr. Accarpo. Yes, sir. 

Mr. Hauiey. Do you know William ‘‘Butsy” O’Brien? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Have you ever heard of William O’Brien? 

Mr. Accarpo. I refuse to answer. 
ic Mr. Hatiey. Have you ever heard of the same man under the name of Walter 

eogh? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautiey. Have you ever heard of the Interstate News Co.? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatiey. Have you ever heard of the Dade County News Co.? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatter. Mr. Chairman and members of the committee, the record of our 
committee shows that during the operations of Trans-American, O’Brien operated 
as one of their outlets, making substantial and regular payments to Trans- 
American from Miami; that after the discontinuation of the Trans-American 
competitor operation, O’Brien continued as the representative of the Continental 
News Service; that in 1949, in the month of March—I am sorry, at the end of 
February 1949—the wire service to the 8. & G. Syndicate, a news distributing 
and bookmaking syndicate, in Miami, was cut off, and our records show that that 
was done on the orders of O’Brien. 
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Now, Mr. Accardo, do you know John Patton? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Have you ever been in the city of Burnham, Ill. 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Did you every hear of the ‘“‘Boy Mayor of Burnham”? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Did you ever hear John Patton described as the ‘“‘Boy Mayor of 
Burnham”? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Were you ever at any dog track in the State of Florida? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Do you know William H. Johnston? 

Mr. Accarpo, I refuse to answer. 

Mr. Hautuiey. Did you know that Johnston and Patton were partners in various 
dog track ventures in the State of Florida? 

Mr. Accarpo, I refuse to answer. 

Mr. Hauuey. Mr. Chairman, the committee’s record shows that Accardo and 
Patton are known to each other and have been for many years. 

The committee’s record shows that Patton and Frank Nitti were arrested 
together many years ago, together with other members of the Capone gang. 

The record shows that Johnston and Patton were associated together in the 
dog track ventures in Florida, 

Now, Mr. Accardo 

Mr. CALLAGHAN. May I respectfully suggest to this committee that apparently 
Mr. Accardo is not needed here asa witness. Mr. Halley knows all of the answers. 

The CuarrRMAN. All right, Mr. Callaghan; you just keep your seat. 

Mr. Hauuey. Mr. Accardo, do you know an investigator, a special investigator, 
for the Governor of Florida named “‘Bing’’ Crosby? 

a Accarpo. NO, sir. 

Mr. Hauiey. Have you ever heard of Crosby? 

Mr. Accarpo. NO, sir. 

Mr. Hauiey. Did you know in the year 1948 that William H. Johnston had 
made very substantial contributions to the campaign fund of Fuller Warren for 
Governor for the State of Florida? 

Mr. Accarpo. No, sir. 

Mr. Hauer. That was never told to you? 

Mr. Accarpo. No, sir. 

Mr. Hauiey. Do you know William H. Johnston? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatter. Were you ever told that during the month of March and the 
month of February 1949, the Governor’s investigator, Crosby, caused investiga- 
tions to be made, and raids to be made, on various bookmaking establishments 
serviced by the S. & G. Syndicate? 

Mr. Accarpo. No, sir. 

Mr. Hatter. That never came to your knowledge? 

Mr. Accarpo. No, sir. 

Mr. Hauer. Have you ever read the newspaper reports of this committee’s 
records? 

Mr. Accarpo. I do not remember. 

Mr. Hauuigey. Now, Mr. Accardo, did you ever own a yacht called the Clara Jo? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Is it not a fact that in the month of February 1950, after the 
matters about which we have been talking, you sold the yacht, the Clara Jo, to 
the S. & G. Syndicate? 

Mr. Accarpo. I refuse to answer. 
he — Hauer. Did you know a man named Harry Russell, or do you now know 

im 

Mr. Accarpo, I refuse to answer. 

Mr. Hautey. Were you ever in business with Harry Russell? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautey. Is it not a fact that you and Harry Russell were partners in a 
bookmaking business in Chicago, IIl.? 

Mr. Accarpo., I refuse to answer. 

Mr. Hattey. Is it not a fact that during the years 1940 to 1945 you and Harry 
Russell were partners in a bookmaking establishment in Chicago? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Were you aware of the fact that Harry Russell became a partner 
in the 8. & G. Syndicate? 
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Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. And that this occurred during the month of March 1949? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Are you aware of the fact that Harry Russell became a partner 
in the 8. & G. Syndicate after the events about which you have refused to testify, 
but which the committee record shows; namely, the cut-off of the wire service 
to 8. & G. by O’Brien, and the raids on the 8. & G. by Crosby, the special investi- 
gator for the Governor of Florida? 

Mr. CaLuaGcHANn. I submit that is an unintelligible question that no one can 
answer. 

4 Mr. Hauuey. Well, I will state the facts again, because I am committed to 
oO it. 

Mr. CauuaGcHan. I ask that the counsel have the question read instead of —— 

The Cuarrman. Let the question be read again. Will you read the question 
again, Mr. Reporter? 

(The question was read.) . 

Mr. Catiacuan. I submit that is a speech and not a question. 

The CuarrmMan. Do you understand the question? 

Mr. Accarpo. I refuse to answer. 

The Cuarrman. Apparently, Mr. Callaghan, it would not make any difference 
whether he knew the question or not. 

Mr. CauiacHan. He refuses to answer the question, Mr. Chairman. The 


apert of his refusal was his refusal to answer the question propounded by Mr. 


alley, not your question of whether or not he understood the question. 

The CuarrMan. Very well. Continue, Mr. Halley. 

Mr. Hauury. Mr. Accardo, is it not a fact that Harry Russell became a partner 
in the S. & G. Syndicate; that you then sold your yacht, the Clara Jo, to the 
8S. & G. Syndicate for $20,000? 

Mr. Accarpo. I refuse to answer. . 

Mr. Hauuey. Is it not a fact that Harry Russell paid the 8. & G. Syndica 
$20,000 for his interest in the 8. & G. Syndicate? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Have you ever heard that statement? 

Mr. Accarpo. I refuse to answer. 

Mr. Hater. Did you ever discuss the 8. & G. Syndicate with Harry Russell? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauer. Did you ever own a boat called the Clara Jo? 

Mr. CatuacHan. That has been asked and answered twice. 

Mr. Hauuey, I have the right to ask that question at least twice before it 
becomes superfluous. 

Mr. Accarpo. I refuse to answer. 

The CuarrMan. Have you ever heard of a yacht called the Clara Jo? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Mr. Chairman, there are two checks in the sum of $5,000 each, 
and each one bears the endorsement “‘Anthony J. Accardo.” 

May these be shown to the witness, and to ask him to identify his signature on 
the back of those checks? 

(The documents were shown to the witness.) 

Mr. Hauuey. I might state for the record that they are photostatic copies of 
the original checks. 

Mr. Cattacuan. What is the question, Mr. Halley? 

Mr. Hauuey. Is the endorsement on the back of each of those checks your 
endorsement, Mr. Accardo? 

Mr. Accarpo. I refuse to answer. 

The CHarrMan. Let us identify the checks more in detail. 

Mr. Hauury. Mr. Chairman, may the record show that the checks are two 
checks, each in the amount of $5,000, from the 8S. & G. Service—S-e-r-v-i-c-e— 
each one to the order of mony Accardo, signed by Sam Friedman and Leo Levitt. 

Senator Toner. The date 

Mr. Hautgy. They are dated February 2, 1950, and February 9, 1950; the 
one dated February 2 bearing the number 2700; the second check bearing the 
number 2701, and both drawn on the Miami Beach First National Bank of Miami 
Beach, Fla. 

Mr. CatuacHan. May I see those, Mr. Halley, just an instant? Mr. Chairman, 
may I see them? 

The Cuarrman. Let us get the purported endorsement on the back. 
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Mr. Hauiey. The endorsement purports to be, on each one, “Anthony J. 
Accardo,”’ and then a stamped endorsement below that ‘‘For deposit only, John 
Rybovich & Son Boat Works.” 

The CuarrmMan. Let these checks be made exhibits. No. 2700 as exhibit 2 in 
the evidence of today, and No. 2701 as exhibit 3. 

(The photostats of checks referred to were marked “‘Accardo exhibits Nos. 2 
and 3’’ and made a part of the record.) 

The Cuarrman. Mr. Callaghan, do you want to examine the checks? 

Mr. CALLAGHAN. May I, please? Thank you. 

The CuarrMan. Ask Mr. Accardo again if that is his endorsement. 

Mr. CALLAGHAN. Thank you, sir. 

The CuarrMan. Mr. Accardo, you have heard the description of the checks 
and you have seen the checks which are in evidence. Is that your endorsement 
on the back of those checks? 

Mr. Accarpo. I refuse to answer, sir. 

Mr. Hauer. Now, Mr. Accardo, is it not a fact that after March 1949, when 
Harry Russell became a partner in the 8. & G. Syndicate, you also became a 
partner in the 8. & G. Syndicate? 

Mr. Accarpo, I refuse to answer. 

Mr. Hauuey. Did you ever hear of a partnership known as Accardo & Guzik? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Is it not a fact that you personally received an interest in that 
partnership known as Accardo & Guzik, and that that partnership did have an 
interest in the S. & G. Syndicate? 

Mr. Accarpo. I refuse to answer. 

Mr. Hattey. Is it not a fact that the very same S. & G. Service, which made the 
checks which are now in evidence, is listed by you on your income tax return, 
your partnership income tax return, for 1949 as an investment of the partnership 
of Accardo & Guzik? 

Mr. CauuaGHan. I object, Mr. Chairman, to the disclosure of what appears on 
this man’s income tax return. It is 2 violation not only of the President’s order, 
but of the statute. 

The CuatrMan. He is asking the witness about it. If the witness wants to 
answer what the charge was of the income tax, the investment, he can do so. 

Mr. CaLuacHan. Mr. Halley is asking him whether or not it is a fact that 
certain things appeared in his income tax return, and I am objecting to what 
appears in his income tax returns. 

The CHAIRMAN. Your objection is overruled. 

Mr. Reporter, will vou please read the question? 

(The question was read.) 

Mr. Accarpo, I refuse to answer. 

Mr. CaLiacHan. I would like the record to show in addition to the previous 
objections, an additional objection, that we now object to that because it involves 
a disclosure of what appears on his income tax returns. 

The CHarrMAN. Your objection is noted. 

Mr. Hauer. Didn’t you, as a partner of Accardo & Guzik, personally sign an 
income tax return for the year 1949? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Were you a partner of Jack Guzik, in 1949? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautiey. Wege you a partner in any syndicate, partnership, or other group 
having an investment in the 8. & G. Syndicate? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatter. Did you not suffer a loss of $7,240, attributed by you to the S. 
& G. Syndicate in 1949? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Now, Mr. Chairman, the record of the committee shows that the 
Clara Jo was purchased in 1950 from Tony Accardo by the S. & G. Syndicate for 
$20,000, and the record also shows that the partnership of Accardo and Guzik 
took a tax loss of seven thousand-some-odd dollars on an investment described 
by Accardo as 8. & G. Service, the same name which appears on the check to 
Accardo in payment for the Clara Jo. 

Now, Mr. Accardo, you know Paul Ricca, do you not? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. In fact, were you not indicted for visiting Paul Ricca in a Federal 
penitentiary at a time when you used an assumed name? 


S. Rept. 26, 82-1———-2 
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Mr. Ca.iacuan. I submit this is not pertinent to this inquiry, Mr. Chairman. 
That is a matter of record of the district court of the United States. 

The CuarrMan. Well, Mr. Callaghan, I do not know if you have followed the 
testimony, but the facts were, I think, that your client got Mr. Bernstein in touch 
with these men when they were in Leavenworth, so it is pertinent to our inquiry. 

Mr. CaLiacHan. And, as a result of that inquiry an indictment was returned, 
and he was found not guilty by that jury. 

The CuarrMan. Well, he might testify about it, Mr. Callaghan. Let him 
testify about it. The question was whether he was indicted, and he can make 
any explanation about it that he wants to. 

r. Hatiey. Will you read the question and let the witness answer? 

(The question was read by thé reporter.) 

Mr. Accarpo, I refuse to answer. 

Mr. Hatuey. Do you know an attorney named Eugene Bernstein? 

Mr. Accarpo. Yes, sir. 

Mr. Haury. Has he represented you for approximately 10 years on various 
matters? 

Mr. Accarpo. He has represented me; but how long I don’t know. 

Mr. Hauer. Did you ever discuss with Eugene Bernstein the tax case of the 
United States against Paul Ricca? 

Mr. CauLacHan. I submit, if the Chair pleases, that he does not have to 
divulge to this committee anything he discussed with his counsel. 

The Cuarmman. Mr. Callaghan 

Mr. Catuaauan. That he may claim the privilege in that connection. r 

Mr. Hatuey. Mr. Chairman, before you rule, I think again the reason for the 
os is to show the pertinency of these questions and, perhaps, that should be 

one now. 

The record of this committee shows that Accardo was very active in obtaining 
the release of Ricca and certain other Capone gangsters from the Federal peni- 
tentiary, and their parole, as well. 

The record of the committee also shows that subsequently to Russell’s becomin 
a partner in the S. & G. Syndicate, the dog tracks heretofore referred to, coe 
up by Patton and Johnston, through a salaried employee, Hugo Bennett, who 
had no assets of his own of any substantial nature, made available to Paul Ricca 
$80,000, of which the committee, in its various hearings, has traced $75,000 
directly to the dog tracks or people specifically concerned with the management 
of the dog tracks, and the other $5,000 are found to be the personal funds of 
Bennett, an employee of Johnston and the dog track. 

Senator Torey. Mr. Counsel, does the record show what methods, wavs and 
means he used to exercise his influence to aid these criminals? 

Mr. Hatuey. We have just attempted through the chart to show the line 
of demarcation through the Trans-American Press, the R. & H., and William 
“Butsy” O’Brien, who ordered the cut-off of the wire service to S. & G. 

We have attempted also to show the relationship between Accardo and Ricca, 
and the dog track, Patton and Johnston. 

We have heretofore shown a very substantial political contribution made by 
Johnston and his family and friends to the campaign of the Governor of Florida 
in 1948. 

We have heretofore shown that the Governor of Florida appointed a man 
named “Bing” Crosbv, as a special investigator; that, at the same time, that the 
wire service was being cut off bv O’Brien on this side of the chart, Crosbv went to 
a number of bookmaking establishments operated by S. & G.; that these book- 
making establishments were pointed out to Crosby by Russell, and they were 
raided. 

The committee is being asked to draw the conclusion that, as a result of these 
pressures, Russell became a partner of 8. & G.; that Accardo and Guzik became 
partners of 8S. & G.; that the Clura Jo vacht was bought for $20,000, exactly the 
price for which, on the record, Russell is supposed to have paid for his participation 
in S. & G.; and $80 090 were paid to Paul Ricca through a subterfuge. 

Senator Topsy. This is the same Russell who is in contempt of the Senate? 

Mr. Hatiey It is. He is now under indictment, and that is your counsel’s 
argument as to the relevance of these questions. 

The Cuarrman. Now, the question was whether Mr. Accardo talked with 
Bernstein relative to getting these people out of Leavenworth or also, perhaps, 
with reference to the settlement of their tax case. 

Let us rephrase the question and just ask what nevotiations did you have with 
Mr. Bernstein with reference to these other people? That was not a charge 
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against you; it was a matter you were arranging about somebody else. Do 
you want to tell the committee about that? 

Mr. Accarpo. I will have to refuse to answer. 

The Cuarrman. Go ahead, Mr. Halley. 

Mr. Hauiey. Do you know Hugo Bennett? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Do pee not know that Hugo Bennett is the auditor for the Patton- 
Johnston dog tracks 

Mr. Accarpo. I refuse to answer. 

Mr. Hatter. Did you know Edward O’Hara, who was killed shortly after 
leaving Sportmans Park Race Track in Chicago in 1931? 

Mr. Accarpo. No, sir. 

Mr. Hauuey. Did you ever meet Eddie O’Hara? 

Mr. Accarpo. No, sir. 

Mr. Hatuiey. Did you know that Johnston and Patton purchased O’Hara’s 
interests at the dog tracks? 

Mr. CatuaGHan. What name, Mr. Halley? Johnston 

Mr. Hauuey. Johnston and Patton purchased O’Hara’s interest in the dog 
tracks. 

Mr. Accarpo. I know nothing about their transactions. 

Mr. Hau.ey. You know nothing about their transactions? 

Mr. Accarpo. No, sir. 

Mr. Hauuey. But you do know them? 

Mr. Accarpo. IT refuse to answer. 

Mr. Hauiey. When were you last in Paul Ricca’s house in the State of Illinois? 
He has a farm, does he not? 

Mr. Accarpo. I refuse to answer. 

Mr. Hanuey. When did you last see Paul Ricca? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Did you persuade Hugo Bennett, John Patton, or William H. 
Johnston to lend to Paul Ricca $80,000? 

Mr. Accarpo. I did not persuade anybody to lend anybody anything. 

Mr. Hauuey. Well, did you know that such a loan was being made? 

Mr. Accarpo. I don’t know anything about it. 

Mr. Haury. Did you ever discuss such a loan with Paul Ricca? 

Mr. Accarpo. No, sir. 

Mr. Hauer. Did you see Paul Ricca since 1949? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. You know, do you not, that Paul Ricca is a man of great wealth? 

Mr. Accarpo. According to the paper. 

Mr. Hatter. Do you not know it of your own knowledge? 

Mr. Accarpo. No, sir. 

Mr. Hater. Did you not know that he had a farm valued at several hundred 
thousand dollars? 

Mr. Accarpo. It was in the papers. 

Mr. Hatiey. Did you not know that he had $300,000 in cash when he left 
Leavenworth? 

Mr. Accarpo. Did I know it? 

Mr. Hauury. Yes. I asked did you know it. 

Mr. Accarpo. No; I don’t know. 

Mr. Hauiey. Did you ever discuss with Paul Ricca his assets. 

Mr. Accarpo. I refuse to answer. 

Mr. Ha.tey. Is it not a fact that a loan of $80,000 to Paul Ricca during 1949 
and 1950 was, in fact, the pay-off? 

Mr. Accarpo. I don’t understand you by pay-offs. 

Mr. Hauer. Well, was it not a subterfuge and, in fact, a payment to Ricca 
rather than a loan? 

Mr. Accarpo. I still don’t understand it. 


Mr. Hattey. Is it your testimony that you know nothing about the loan to 
Ricca? 


Mr. Accarpo. That is right. 

Mr. Hatiey. Do you know Ricca? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatitey. Now, Mr. Chairman, that concludes the testimony with regard 
to Accardo’s activity in connection with the 8. & G. Syndicate. 

With the permission of the committee, unless the committee at this point 


desires to ask questions about this phase of the matter, I would turn to other 
work. 
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The Cuairman. Senator Tobey? 

Senator Torey. All I would like to say, Mr. Chairman, is that I sat here with 
feelings of rising disgust, and listened to a man come before this committee, and 
through his answers or refusal to answer, insult this committee and its counsel; 
and I think it is a new low in the conduct of witnesses before this committee, and 
we have had some tough ones. 

I am sore about it. I feel bitter about it. 

Here is a Senate committee of the United States, a special committee to inves- 
tigate crime, and men ought to come before us and cooperate for the good of the 
country. Instead of that they take refuge behind this silly answec, ‘I refuse to 
answer.” And so, with a feeling of disgust in my heart toward the witness’ 
attitude and that of his counsel, I move you, sir, that he be cited for contempt. 

The CHarRMAN. Well, Senator Tobey—— 

Mr. CaLuaGHaNn. May I, as his counsel, answer the Senator? 

The CuarrmMan, Senator Tobey, we will have other questions to ask him. 

Senator Tonry. I will hold that motion pending, and let the hearing proceed. 

‘The CnarrmMan, Senator Wiley, do you have any questions to ask at this stage? 

Senator WiLey. Are you a citizen of this come yt 

Mr. Accarpo. Sir? 

Senator Wiiny. Are you an American citizen? 

Mr. Accarpo. Yes, sir. 

Senator WiLtxy. Were you born here? 

Mr. Accarpo. Yes, sir. 

Senator WiLey. Where? 

Mr. Accarpo, Chicago, Ill. 

Senator WiLey. How long ago? 

Mr. Accarpo. Forty-four years ago. 

Senator WiLEy. Now, why did you evade for such a long time the subpena of 
this committee? 

Mr. Accarpo. I refuse to answer, 

Senator WiLey. Were you in hiding? 

Mr. Accarpo. I refuse to answer. 

Senator WiLtey. Were you in contact with any other individual who also was 
evading the subpenas? 

Mr. Accarpo, I refuse to answer. 

Senator Witey. Did you have any understanding with anyone in relation to 
avoiding the subpena? 

Mr. Accarpo. No, sir. 

Senator Wiuey. Well, now, something was said about making campaign con- 
tributions. We have found in a number of places that men interested in crime 
have found it advantageous to themselves to make contact with public officials. 

Now, I want to ask you whether you have ever made financial contributions, 
directly or indirectly, in money or any other form to any candidates for Federal, 
State, or local office? 

Mr. Accarpo. None whatsoever. 

Senator Witey. Have you ever made any financial gifts to any officeholder in 
Federal, State or local office? 

Mr. Accarpbo. No, sir. 

Senator Witey. Now, my questions said “directly or indirectly.” Do you 
understand that; do you? 

Mr. Accarbo. Yes, sir. 

Senator Witey. You have not been interested in who was holding office, 
Federal or State? 

Mr. Accarpo. I might have helped one side or the other. 

Senator Writer. What constituted help? 

Mr. Accarpo. In getting votes. 

Senator Witey. When you say “getting votes,’’ what were the means that were 
used? 

Mr. Accarpo. Asking my friends. 

Senator Winey. Making contributions? 

Mr. Accarpo. No, sir; just voting. 

Senator Witey. Did you get any particular favors from any candidate that 
you supported? 

Mr. Accarpo. No, sir. 

Senator Witey. Would you name any candidates that you supported? 

Mr. Accarpo. I refuse to answer. 

Senator Witey. You refuse to answer? 
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Did you vote in any election yourself personally? 

Mr. Accarpo. No, sir. 

Senator WiLtey. Why not? 

Mr. Accarpo, I just did not exercise my rights. 

Senator WiLey. You did not exercise your right to vote, you mean? 

Mr. Accarpo. Yes, sir. 

Senator Witey. You did not think it important, is that right? 

Well, now, you heard the statement of counsel. Have you been connected with 
gambling? 

Mr. Accarpo. I refuse to answer on that. 

Senator Wiiey. In the narcotics transactions—have you been in the narcotics 
transactions? 

Mr. Accarpo. No narcotics, nothing with narcotics. 

Senator Witey. What is that? 

Mr. Accarpo. Nothing to do with narcotics. 

Senator WiLtey. With organized prostitution? 

‘ir. Accarpo. NO, sir. 

Senator WiLEy. Do you belong to the Mafia? 

Mr. Accarpo. I don’t know what the Mafia is all about. 

Senator Witey. Well, were you interested in the numbers racket? 

Mr. Accarpo. I fefuse to answer. 

Senator Writer. Of course, you readily understand that such an answer is 
virtually saying that you have been, isn’t that true? 

Mr. Accarpo. I do not know how you take it. 

Senator Witey. What is that? 

Mr. Accarpo. I don’t know what your opinion is on taking it, which way. 

Senator WiLey. Counsel asked you whether you knew certain individuals. I 
think he mentioned Frank Costello, Frank Erickson, Charles Fischetti, Joe 
Adonis, and your answer is you did not know them, or you refused to answer 
them. 

Mr. Accarpo. I was never asked, but I will refuse to answer on that. 

Senator Witey. You refuse to answer on that. 

Are you married? 

Mr. Accarpo. Yes, sir. 

Senator Witey. Do you have a family? 

Mr. Accarpo. Yes, sir. 

Senator Wiiry. Do you have children? 

Mr. Accarpo. Yes, sir. 

Senator Witey.. How many? 

Mr. Accarpo. Four. 

Senator Wixtey. How old are they? 

Mr. Accarpo. The oldest is 14. 

Senator Witny. What is your business? 

Mr. Accarpo. I refuse to answer. 

Senator WiLey. Won’t it be important for your children to know what your 
business is? 

Mr. Accarpo. Well, to a certain extent it is, so I am taking the constitutional 
rights and refusing to answer. 

Senator WiLey. Were your parents born in this country? 

Mr. Accarpo. No, sir. 

Senator Witey. They came from where? 

Mr. Accarpo, From Italy. 

Senator Witey. Sicily? 

Mr. Accarpo, Yes, sir. 

Senator Wizey. Are they living? 

Mr. Accarpo. My dad is dead. 

Sentor Wriey. Are you interested in the general welfare of this Nation? 

Mr. Accarpbo. Yes, sir. 

Senator Witney. And yet you do not vote, is that right? 

Mr. Accarpo. That is right. 

Senator Witey. How do you evaluate your responsibility as a citizen born here; 
how do you evaluate your responsibility toward this country, simply as a place to 
get a living, hit or miss, by any means, or do you regard it as an opportunity to 
preserve certain values? 

Mr. Accarpo. I did not understand you, sir. 

Senator Witney. You do not understand? I think that is all. 

The Cuarrman, Mr. Accardo, would you mind telling us where you have been 
the last 2 or 3 months? 
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Mr. Accarpo. I refuse to answer, sir. 

The CHarrMan. Have you been to Mexico? 

Mr. Accarpo. I refuse to answer. 

The CuarrMaNn. You just do not want to tell us where you have been gone. 

Senator Wiiey. Is it nice and warm where you were? 

Mr. CALLAGHAN. Not as warm as here. _[Laughter.] 

The CuarrMan. All right, Mr. Halley, you may continue. 

Mr. Hatter. Mr. Accardo, have you been on the Clara Jo yacht—— 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Better let me finish the question—during the year 1950? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautey. Is it not a fact that after the time of the sale of the Clara Joto 
the 8. & G. Syndicate that you have been on that yacht? 

Mr. Accarpo. I refuse to answer. 

Mr. Hattey. Is it not a fact that when this committee was having hearings 
in Miami, Fla., in the month of July 1950 that you and members of the 8. & G, 
Syndicate were on the yacht Clara Jo? 

Mr. Accarpo. I refuse to answer, sir. 

Senator Witey. Who baptized that name, that name Clara Jo? That is 
important. 

Mr. Accarpo. That is my wife’s first name and my middle name. 

Senator Witry. Well, no one else would baptize anybody else’s yacht after your | 
wife, would they? 

Mr. Accarpo. I fell into that one. [Laughter.] 

The CuarrMan. All right, Mr. Halley. 

Maybe you would want to tell us more about the yacht? 

Mr. Accarpo. I still refuse to answer. 

The CHAIRMAN. Refuse to answer any more about the yacht? 

Mr. Hatusy. Did you ever hear of Camp Woodland in Eagle River, Wis.? 
Did you ever hear of Camp Woodland in Eagle River, Wis.? 

Mr. Accarpo. Yes, sir. 

Mr. Hauiey. That is a camp located in the State of Wisconsin, is it not? 

Mr. Accarpo. Yes, so you said, Wisconsin. 

Mr. Hauiey. And sometimes your children stay there, is thai not a fact? 

Mr. Accarpo. Yes, sir. 

Mr. Hauuey. Didn’t you, from the yacht, the Clara Jo, ever call Camp Wood- 
land and speak to your children? 

Mr. Accarpo. I refuse to answer. 

Mr. Hattey. Is it not a fact that on July 15, 1950, you called Camp Woodland 
from the yacht, the Clara Jo? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautuey. Were you out of the State of Illinois during the year 1950? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Mr. Accardo, how often have you been arrested? 

Mr. Accarpo. A few times, but never convicted of any felony. 

Mr. Hauuey. Well, you have been arrested at least a dozen times, have you 
not? 

Mr. Accarpo. I do not know how many times—a few times. 

Mr. Hatiey. Would you say you were—— 

Mr. Catuacnan. I submit, Mr. Chairman, that those questions are not perti- 
nent to this inquiry. How many times a man has been and was arrested certainly 
has nothing to do with the resolution creating this committee or its purposes. 

The CHarrMan. Well, it has a good deal to do with what kind of a man he is. 

Mr. CatuacHan. What kind of a man he is has nothing to do with the purposes 
of this committee or the purposes of this inquiry. 

The CHarRMAN. Well, that is for us to decide. 

Mr. CALLAGHAN. I am making it in the form of an objection. 

The CuarrMan. Your objection is overruled. 

Mr. Hatter. Will you show the witness a list of arrests and ask him to look 
it over and state whether or not they are his, the list beginning in 1923 and going 
to 1945 [handing document to counsel). 

Mr. CALLAGHAN. Same objection to that question. 

The CuarrMan. Well, the objection is overruled. 

Will you show the witness what purports to be his criminal record, or at least a 

art of it. 
' Senator Tospry. I might point out, Mr. Chairman, that that list, as shown to 
me, shows an average of one a year in the 23 years that have been cited. 
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Mr. Accarpo (Looking at the document). I don’t know whether that is my list 
or not, sir. I don’t know if I have been arrested that many times. 

Mr. Hauuey. It shows 23 arrests, does it not? 

Mr. Accarpo. I don’t know. 

The CHarrRMAN. Well, the question is were you charged with the matters stated 
in that record, and does it show the outcome of those various charges. 

Mr. Accarpo. I don’t*remember, sir. 

The CuHatrRMAN. Rather than going over them specifically. 

Mr. Haututey. Do you remember being convicted of disorderly conduct in 1923, 
and fined $200? 

Mr. Accarpo. No; I don’t remember. 

Mr. Hatuey. Is it possible that you could have been convicted in 1923? 

Mr. Accarpo. I don’t remember. 

Mr. Hauuey. Were you ever convicted of disorderly conduct? 

Mr. Accarpo. Once or twice, I think. 

Mr. Hater. Once or twice. 

Could it be three? ‘The record just shows three. 

Mr. Accarpo. I don’t know. 

Mr. Hauuey. But at least once or twice. 

Mr. Accardo, after 1923, in any event, you were never convicted of anything, 
isn’t that right? 

Mr. Accarpo. According to this list, I have pot. 

Mr. Hauuey. Is that right? 

Mr. Accarpo. All I remember is a fine. 

Mr. Hauuey. In 1923, and again twice in 1924, isn’t that the fact? 

Mr. Accarpo, I don’t know what year; I don’t know of what year. 

Mr. Hattey. A long time ago? 

Mr. Accarpo. Yes, sir. 

Mr. Hauxey. And after that you managed to avoid conviction at all times, 
is that not right? 

Mr. Accarpo. I don’t know what you mean by ‘‘managed.” 

Mr. Hauiry. Well, you were never convicted since. 

Mr. CaLLacHaNn. You mean the evidence was not sufficient. 

Mr. Hautuey. You were never convicted since 1924, were you? 

Mr. Accarpo., If that is the last day of the fine, no, sir. 

Mr. Hautuey. But since 1924 you have been arrested on 18 occasions, is that 
not right? 

Mr. Accarpo, That is right. 

Mr. Hauuey. Including, is it right to say, disorderly conduct on several 
occasions? 

Mr. Accarpo. Yes. 

a Hauuiey. And carrying a concealed weapon on one occasion, isn’t that 
right 

The Cuarrman. Well, Mr. Accardo, looking over that list, do you think that 
is substantially representative of the charges that have been made against you, 
and what happened to them, without going into each one of them? 

Mr. Accarpo. Some of them may be and some I don’t know anything about, 
sir. 
The CuarrMan. All right, go ahead, Mr. Halley. 

Mr. Hauuey. Well, in any event, you were arrested on Many occasions, were 
you not? 

Mr. Accarpo. That is right, sir. 

Mr. Hauuey. Did they include kidnaping on one occasion? 

Mr. Accarpo. No, sir. 

Mr. Hau.tey. Weren’t you arrested in connection with the kidnaping of 
Guzik 

Mr. Accarpo. Sir? 

Mr. Hauiey. Weren’t you arrested in connection with the kidnaping of 
Guzik and the slaying of one Jens Larrison at Matt Capone’s tavern? 

Mr. Accarpo, You must have everything all wrong there. 

Mr. Hauuey. Well, isn’t that the fact? 

Mr. Accarpo. No, it is not the facts. 

Mr. Hauuey. Not that you have been arrested? 

Mr. Accarpo. I have been arrested, but not for what charges you are talking 
about. 

Mr. Hatuey. Well, were you arrested in 1945? 

Mr. Accarpo. Let’s see, I don’t remember, sir. 

Mr. Hauiey. Did you know Matt Capone? 
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Mr. Accarpo. I refuse to answer, sir. 

Mr. Hauiey. Do you know Jens Larrison? 

Mr. Accarpo. Sir? 

Mr. Hatuixy. Do you know Jens Larrison, L-a-r-r-i-s-o-n? 

Mr. Accarpo. Who? 

Mr. Hatuegy. His first name is Jens, J-e-n-s. 

Mr. Accarpo. Who? 

Mr. Haury. Larrison. 

Mr. Accarpo. Larrison? I don’t know anybody by the name of Larrison. 

Mr. Hauiey. Well, you certainly knew Guzik? 

Mr. Accarpo, I refuse to answer, sir. 

Mr. Hautuey. Could you tell the committee how you were able on so many 
occasions to beat the rap since 1924? 

Mr. Accarpo. I don’t know what you mean by “beat the rap.” 

Mr. Hautuiey. Did you have any political influence which would help you avoid 
successful prosecution? 

Mr. Accarpo, No, sir. 

Mr. Hauiey. Did you know any members of the State assembly? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Did you know James Adduci? 

Mr. Accarpo. I refuse to answer. 

Mr. Hautey. Did vou ever have any business relationships with Adduci? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauzey. Did you ever have a bodyguard or chauffeur? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatiey. Well, do you know Sam Gintana? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauiey. Doesn’t he drive your car? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. You have a ear, do you not? 

Mr. Accarpo. My wife has 4 ear. 

Mr. Hauiey. What kind of car? 

Mr. Accarpo, Cadillac. 

Mr. Hatter. What year? 

Mr. Accarpo. 1947. 

Mr. Hautuiey. What model? 

Mr. Accarpo. Convertible. 

Mr. Hauiey. Do you have any other automobiles? 

Mr. Accarpo. No, sir. 

Mr. Hatiey. You or your family? 

Mr. Accarpo. No, sir. 

Mr. Hauiey. Where do you have a home? 

Mr. Accarpo, 1431 Ash, River Forest, Il. 

Mr. Hatiey. Do you have any in Miami Beach? Do you rent a home in 
Miami Beach? 

Mr. Accarpo. I refuse to answer. 
Mr. Hatiey. You did rent a home in Miami Beach for many years; did you 
not? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Was Sam Gintana ever in your home? 

Mr. Accarpo, I refuse to answer. 

Mr. Hauuiey. Did you ever employ him to act as your bodyguard? 

Mr. Accarpo, I refuse to answer. 

Mr. Hatuey. Do you know whether or not he was in jail in 1940? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. Is it not a fact that Gintana is a brother-in-law of a man who 
owns a company called the Central Envelope & Lithographing Co.? 

Mr. Accarpo, I refuse to answer. 

Mr. Hauuey. You have heard of the Central Envelope & Lithographing Co.; 
have you not? 

Mr. Accarpo, I refuse to answer. 

Mr. Hatuey. Gintana worked for it at one time when he also was working for 
you, did he not? 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey. Is that not the company that pays James Adduci, the State 
legislator, for getting 

Mr. Accarpo. I refuse to answer. 

Mr. Hatuey (continuing). Contracts in the State legislature? 
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Accarpo. I refuse to answer. 

Hater. Do you have any friends in the city of Chicago? 

Accarpo. I refuse to answer. 

HaAuiey. Well, a man must have a friend. [Laughter.] Don’t you have 


any friends? 


Mr. 


. Accarpo. I still refuse to answer. 

. Hauiey. I am sorry. 

. Accarpo. I still refuse to answer. 

. Hatuey. How well do you know Pat Manno? 

. Accarpo. I refuse to answer. 

. Hatzey. Is it not a fact that he was once a partner of Harry Russell? 
. Accarpo. I refuse to answer. 

. HALLEY. How well do you know Tremont—Pete Tremont? 

. Accarpo. I refuse to answer. 

. Hautuey. Do you know them at all? 

. Accarpbo. I refuse to answer. 

. Hautuey. Weren’t they also associated with Harry Russell? 

. Accarpo. I refuse to answer. 

. Hautugey. When did you last see Manno? 

. Accarpo. I refuse to answer. 

. Hautupy. When did you last see Tremont? 

. AccarbDo. I refuse to answer. 

. Hatter. Don’t they also own homes in Florida? 

. Accarpbo. That I don’t know. 

. Hauer. Well, did you ever have them out on your yacht in Florida? 
. Accarpo. I refuse to answer. 

. Hautiey. Did you ever go into the numbers racket with Manno or Tremont? 
. Accarpbo. I refuse to answer. 

. Hatter. Do you know a man named Pardy? 

. AccarDo. Who? 

. Hauitey. Sam Pardy. 


AccaArpo. I refuse to answer. 


. Hautugy. Isn’t he your partner in the numbers racket? 

. Accarpo. I refuse to answer. 

. Hatter. Did vou ever hear of the Erie & Buffalo Co? 

. Accarpo, I refuse to answer. 

. Hatter. Where did you derive your income in 1949? 

. Accarbo, I refuse to answer. 

. Hauiey. You have a home in River Forest; is that right? 

. AccaRDo. Yes, sir. 

. Hauiey. And you at least rode on a yacht named the Clara Jo in Florida? 
. Accarpo. Sir? 

. Hautiey. You rode on a yacht named the Clara Jo in Florida? 

. Accarpo. I refuse to answer. 

. Hatuey, And you have rented homes in Florida, have you not? 
. AccaRDO. Yes, sir. 

. Hautey. Did you buy that Cadillac convertible new? 


. AccaRDo. I don’t remember whether it was new or second-hand. 


. Hatiey. When did you buy it, in what year? 
. AccarpDo. In 1947, 


Hauuey. A 1947 car. 


And your children go to camp? 


. Accarpo. Sir? 

. Hauiey. Your children attend camp. 

. Accarpo. Camp or mass? 

. Hatter. Camp. 

. Accarpo. I did not hear you. 

. Hatter. Camp. 

. Accarpo. Camp; yes, sir. 

. Hatiey. Do they go to school? 

. Accarpo. Yes, sir. 

. Hauiey. How do you finance your operations, your living operations? 
. Accarpo. My who? 

. Hattey. On what do you live, Mr. Accardo? 
. Accarpo. I refuse to answer. 


Senator Witzey. Food, do you not? {Laughter.] 


Mr. 
Mr. 


CALLAGHAN. Food and drink. 
Accarpo. That is not what he wants to hear. 
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Mr. Haury. Do you have a bank account? 

Mr. Accarpo. Sir? 

Mr. Hatter. Do you have a bank account? 

Mr. Accarpo. I refuse to answer. 

Mr. Hauuey. I have no further questions. 

The CuatrMan. Senator Wiley, do you have any more questions? 

Senator Witey. Well, something was said about a question which was asked 
about your friends, and you refused to answer that. ow, how about have you 
any enemies? 

Mr. Accarpo. Not that I know of. 

Senator Wiiey. You do not refuse to answer? 

Mr. Accarpo. That I know. 

Senator Writer. Now then, you refused to tell me what your business was. 
Will you tell me where your place of business is? 

Mr. Accarpo. No, sir. 

Senator Witzy. What? 

Mr. Accarpo. No, sir. 

Senator WiLEy. Why? 

Mr. Accarpo. I refuse to answer. 

Senator WiLey. You know that the records here show that in 1949 you had a 
very substantial income. Now, that is a matter of common knowledge. Do 
you keep books? 

Mr. Accarpo. No, sir. 

Senator WiLey. You do not keep any books. 

In one er is shown that you had about a quarter of a million dollars’ 
income in 1 year. ould you mind telling me how, with that amount of money, 
you could indicate to the person who prepared your income tax that that was the 
correct amount? 

Mr. Accarpo. I refuse to answer. 

Senator Witzey. What? 

Mr. Accarpo. I refuse to answer. 

Senator Witey. Well, haven’t you any book accounts showing how that money 
was acquired, or transactions, or anything of that kind? 

(Mr. Accardo shaking his head in the negative.) 

The CuarrMan. Did you answer that you do not have any account? 

Mr. Accarpo. I refuse to answer. 

Senator Wiiey. Well, have you ever been called upon by the internal revenue 
officials to indicate how you made that quarter of a million? 

(Witness confers with counsel.) 

Mr. Accarpo. It might have been a minor investigation of something, that 
is about all that I know of. ¢ 
. Senator Witey. Well, was the result, as far as you could understand, satis- 

actory? 

(Witness confers with counsel.) 

Mr. Accarpo. Well, I have reason to believe right now that my income may be 
under investigation after all the publicity on it. 

Senator Witey. Have you any way to substantiate the correctness of it? 

Mr. Accarpo. I refuse to answer. 

Senator Witey. You have not even one book to indicate receipts and dis- 
bursements? 

Mr. Accarpo. I refuse to answer, sir. 

Senator WiLEy. Does anyone look after your records for you? 

Mr. Accarpo. I refuse to answer. 

Senator Wi.ey. Well, I suppose you claim to be perfectly willing in these 
trying times to pay what is just and equitable in taxes; do you not? 

Mr. Accarpo. Yes, sir. [{Laughter.] 

Senator WriLey. How are you going to establish the justness and equitability 
of it if you have not books? 

Mr. Accarpo. I refuse to answer on the books, sir. 

Senator Writer. In other words, you mean you have books but you do not 
want us to see the books? 

Mr. Accarpo. I refuse to answer, sir. 

Senator Witey. Well, that is pretty definite, too. I think that is all, Mr. 
Chairman. 

The CHarrMan. Senator Tobey? 

Senator Tosgy. All I can say, Mr. Chairman, is that I think this hearing is 
pretty near a farce, and this man has been playing ducks and drakes with us, 
and has refused to cooperate, and I think it is a waste of time to sit here and 
listen to this sort of stuff coming out of the witness and going on the record. 
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I again move to cite him for contempt. 

The CuarrMan. If you will withhold the motion, I want to ask him some 
questions. 

Who makes up your income tax, Mr. Accardo, your returns? 

Mr. Accarpo. I refuse to answer. 

The CHarrmMan. You knew that Mr. Bernstein’s office was the office where 
$190,000 were brought in to pay off the tax liability of DeLucia and Campagna? 

Mr. Accarpo. I refuse to answer anything on that subject. 

The Cuarrman. I mean, did you know that? That is the question. 

Mr. Accarpo. I refuse to answer. 

The CuatrMan. Did you have anything to do with the raising of that money? 

Mr. Accarpo. I refuse to answer. 

The CuarrMANn. Mrs. Campagna says you visited her husband in Atlanta in the 
penitentiary. Do you want to tell us about that? 

Mr. Accarpo. I refuse to answer. 

The Cuarrman. Did you visit Campagna in the penitentiary in Atlanta? 

Mr. Accarpo. I refuse to answer. 

The CuarrMan. Or in Leavenworth? 

Mr. Accarpo. I refuse to answer. 

The CuatrMan. Did you go there with Mr. Bernstein on any occasion? 

Mr. Accarpo. I refuse to answer. 

Senator Wiiey. Mr. Chairman, I want to get this matter straight, because 
we have asked a lot of questions that seem to me to be not only pertinent but 
that in the slightest degree, so far as I can see from the answers, if he were to 
answer, instead of using his stock phrase ‘‘I refuse to answer,’ that it would not 
incriminate him. 

Now, I want to ask counsel and the witness this question; it is this: When 
you use the stock phrase ‘‘I refuse to answer,” are you doing it because you claim 
that an answer, if made, would violate your constitutional rights or would tend 
to incriminate you, and thus we would be asking you to violate your constitutional 
protective rights; is that it? 

a Accarpo. That is what I mean; that is my refusal, on my constitutional 
rights. 

Senator Witey. Is that counsel’s understanding, too? 


Mr. CALLAGHAN. Predicated upon the provisions of the fifth amendment to 
the Constitution. 


Senator Wizey. I do not hear you. 

Mr. CALLAGHAN. Our refusal is predicated on the fifth amendment to the 
Constitution. 

Senator Witey. That answers it. 

In other words, you go on the theory that under the Constitution you can throw 
this general phrase at us any time and not help to aid the Government in seeking 
and finding out what it is that is criminal, and which is deterimental to the public 
interest; is that it? 

Mr. CALLAGHAN. That is not the point at all, Mr. Senator. The point about 
it is that the questions that have been asked, either directly may tend to incrimi- 
nate him—an answer may directly tend to incriminate the witness—or may form 
some link in a chain that may inevitably lead to some criminal charge being placed 
against him. 

Senator WiLey. You mean a Federal crime or a State crime? 

Mr. CaLiaGHaNn. I mean Federal crimes. 

Senator Wiiery. Yes. 

Would you want to say which Federal crime? 

Mr. CALLAGHAN. That is a matter for counsel for the committee, I believe, 
rather than counsel for the respondent. 

Senator Wiiey. Counsel for what? 

Mr. CALLAGHAN. Counsel for the committee rather than counsel for the wit- 
ness. The fifth amendment is just as important a branch and a part of our law 
as any other branch or part of our law; perhaps more important than any others. 

The CHarrMAN. I must say, Mr. Callaghan, that your client—we want to 
protect him in any real rights he has, but his refusal to answer the greater part 
of these questions is—I cannot see any basis for it whatsoever, with respect to 
his defenses, even as to who he knows or where he has been or what businesses 
he has been in, regardless of how long ago it may have been. So, it is a very 
determined effort to thwart our inquiry, so far as it appears here on the record. 

Mr. CaLuaGHAN. The chairman is not unmindful of the fact that there was a 
double objection to each question asked; that is, that the refusal was predicated 
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on two grounds, and many of these questions were simply prying into his personal 
affairs and had nothing to do with this inquiry. 

The CuarrMan. We understand that. But we will pass on the pertinency of the 
question. 

Is there anything else, Mr. Halley? 

Mr. Hauer. I would like to point out that in the most recent case on the 
subject the Supreme Court very clearly pointed out the difference between a 
chain of evidence which would clearly lead to prosecution under a Federal law 
and the answer to some question which, on the basis of supposition or fantasy or 
for some arbitrary reason, the witness just does not want to answer, and the 
Supreme Court made it perfectly clear that a witness may not be permitted simply 
to refuse to answer questions unless the link to the commission of a crime can be 
clearly established. I submit it has not been established in any way. 

Mr. Ca.tuaGuan. I do not so interpret the Blau case; if so, we differ in the in- 
terpretation of that case. 

The CuarrMan. Is there anything else, Mr. Halley? 

Mr. Hauxey. Just one thing. I think the witness said that he thought people 
should pay their taxes. 

Mr. Accarpo. I didn’t say that, but they should. 

Mr. Hauer. Do you believe that the Federal Government is entitled to make 
reasonable efforts to collect its taxes of its citizens? 

Mr. Accarpo. It sure should. 


Mr. Hauuigy. Do you think citizens should cooperate with the Federal Gov- - 


ernment in that respect? 

Mr. Accarpo. In the respect of income tax, yes. 

Mr. Hauer. Now, you have refused to cooperate, for one reason or another, 
with this committee, but have you ever refused to cooperate with an income-tax 
agent and simply refused to give him the details of your evidence? 

Mr. CauLaGHANn. I submit that question is not pertinent to the inquiry, but 
simply a moralizing question. 

Mr. Hautgey. No. The questionis. Have you ever refused to give an income- 
tax agent the details with respect to your business? 

Mr. Accarpo. I don’t understand it the way you are putting it. 

Mr. Hauuey. Well, haven’t you ever told a revenue agent that you would not 
divulge the source or details of your income? 

(Witness confers with counsel.) 

Mr. Accarpo. I still don’t understand it. 

Mr. Hatuey. Isn’t it a fact that in 1 year, when your income was as high as 
$85,000, that you refused entirely to account for a round sum of $65,000, refusing 
to state the source, the expenses which accompanied it, or any of the details, 
so that the revenue agent was forced to conclude that he could not verify in any 
way whether you were making an accurate return? 

(Witness confers with counsel.) 

Senator Witey. What ever happened in that case? 

Mr. Hatter. The Government had to drop the case. 

In 1948 a revenue agent attempted to find out something about the witness’ 
income, and then without having his constitutional rights to plead, but simply 
being in the position of an ordinary citizen, he simply refused to give the informa- 
tion; isn’t that the fact? 

Senator Wier. I have got to show every calf born on my farm. 

Mr. Accarpo. If I refused them, I must have had a right in refusing them. 

The CHarrRMAN. Well, is that correct or not; that you refused to give any 
information? 

Mr. Accarpo. I don’t remember. 

Mr. Haury. Did you ever hear of a revenue agent named Ned Klein? 

Mr. Accarpo. Yes, sir. 

Mr. Hatuey. Did you have talks with him in 1948? 

Mr. Accarpo. I think I did. 

Mr. Hatuey. Wasn’t he trying to find out the nature and source of your 
income? 

Mr. Accarpo. I don’t know what he was trying to find out now; I don’t 
remember. 

Mr. Hatuey. Well, you reported one round-sum figure of $65,000 income; 
isn’t that right? 

Mr. Accarpo. I don’t know. 

Mr. Hauuey. And isn’t that the sort of figure that naturally leads to some 
suspicion that maybe you pulled it out of the thin air? 

Mr. Accarpo. Weil, I will have to refuse to answer your questions. 
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Mr. Hatter. Didn’t you refuse to give Revenue Agent Ned Klein any informa- 
tion about that? 

Mr. Accarpo. I don’t remember. 

The CHarrman. All right. 

Senator Tobey, you had a motion pending. 

Senator Tosry. I renew that motion, Mr. Chairman. 

Senator Wier. Second, 

The CHarrman. A motion is made by Senator Tobey and seconded by Senator 
Wiley to recommend to the Senate that contempt proceedings be brought against 
Mr. Accardo. All in favor signify by saying ‘“‘Aye.” 

(There was a chorus of “‘Ayes.’’) 

The CuarrmMan. Let the record show that the committee, with a quorum of 
three members present, voted for the motion. 

Mr. Accardo, you will remain under subpena, subject to further call by this 
committee. In other words, if we want you back for further questioning or other 
Rrrposes, the subpena served on you will continue in effect. Is that understood, 

r. Callaghan? 

Mr. CALLAGHAN. Yes, sir. 

We do not understand, by that, that we are to remain in Washington; we are 
to go home. 

The CuHarRMAN. No; that is right. 

Mr. CauuaGcuan. Notice to me, I think, would produce the witness. I do 
not think there is any necessity of serving any further process. 

The Cuarrman. All right, notice to you—— 

Mr. CaLLaGHaNn. Provided I am given ample time to contact the witness. 

The CHarrman. That is all for today, and the committee will stand in recess. 

(Whereupon, at 11:30 a. m., the committee adjourned, subject to the call of 
the Chair.) 

O 
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era uvVER, from the Special Committee To Investigate Organized 


ime in Interstate Commerce, submitted the following 


5 REPORT 


[To accompany S. Res. 45] 


The Special Committee To Investigate Organized Crime in Inter- 


state Commerce as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first COT second 
session, caused to he issued a subpena to James Lynch, 65-B Henry 
Avenue, Palisades Park, N. J. The said subpena directed James 
Lynch to be and appear before the said committee forthwith at 9:30 
a.m. at room 318, Senate Office Building, Washington, D. C., then 
and there to testify touching matters of inquiry committed to said 
committee and not to depart. without leave of said committee. The 
date of the subpena was the 11th day of September 1950. Attendance 
pursuant to said subpena was had on December 13, 1950, at which time 
the witness appeared. The subpena served upon said James Lynch 
is set forth as follows: 


Unirep States oF AMERICA 
CONGRESS OF THE UNITED STATES 


To James Lyncen, 65—B Henry Avenue, Palisades Park, N. J., Greeting: 


Pursuant to lawful authority, you are hereby commended to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, forthwith at 9:30 a. m., at their committee room 
318 United States Senate Office Building, Washington, 'D. C., then and there to 
testify what you may know relative to the subject matters under consideration by 
said committee. To produce all books and records, including journals, ledgers, 
invoices, bank statements, canceled checks, check-book stubs, safety-deposit- box 
receipts, vouchers, accountant’s work papers, financial statements, payroll record 
credit reports, etc., 1940 to date, of all your business connections and activities 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided, 

To Pat Murray or J. F. Elich to serve and return. 


8. Rept. 27, 82-1———-1 
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Given under my hand, by order of the committee, this 11th day of September, 
in the year of our Lord one thousand nine hundred and fifty. 


Estes KEeravuver, 
Chairman, Committee To Investigate Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by P. é. Murray, who was duly authorized to serve the said 
subpena. The return of the service by the said P. C. Murray, being 
endorsed thereon, is set forth as follows: 
NovEMBER 2, 1950. 
I made service of the within subpena by hand the within-named James Lynch, 
at courthouse, Hackensack, N. J., at 9:44 a. m., on the 2d day of November 1950. 
P. C. Murray, 


The said James Lynch pursuant to said subpena and in compliance 
therewith appeared Setar the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. James Lynch having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the records of the . 
hearing on December 13, 1950, at Washington, D. C., which record is 
annexed hereto and made a part hereof and designated ‘Annex I.” 

As a result of said James Lynch’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of said subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to James Lynch perti- 
nent to the subject matter which under Senate Resolution 202, Eighty- 
first Congress, second session, the said committee was instructed to 
investigate, and the refusal of the witness to answer questions as set 
forth in annex I, is a violation of the subpena under which the witness 
was directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpeciaL CommiTrEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred M. Klein, assistant counsel; 
and Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose 
of taking testimony and all other committee acts, to hold hearings at such time 
and places as the chairman might designate with reference to the committee’s 
investigations of organized crime in the vicinities of the cities of Chicago, St. 
Louis, Tenens City, Miami, Miami Beach, and Philadelphia, and in the States of 
New York and New Jersey. 


Estes Kerauver, Chairman, 
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After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SrpectaL Commitrree To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 65, 1951 


The committee met at 11:30 a. m. in room 457 of the Senate Office building, 
There were present the chairman, Senator Kefauver, and Senators Tobey and 
Wiley. 

The chairman presented to the committee the minutes of the committee meeting 
of September 6, 1950, together with a resolution made as of that date. The 
chairman stated to the committee that the chairman had designated a subcom- 
mittee to hear continued tesiimony in connection with organized crime in the 
city of Washington, D. C., pursuant to the resolution of September 6, 1950, the 
subcommittee consisting of Senator Hunt. 

The chairman then presented to the committee the minutes of said subcommittee 
meeting on December 13, 1950, held in room 457, United States Senate Office 
Building, Washington, D. C. 

The chairman stated to the committee that the witness, James Lynch, repeat- 
edly, consistently, and arbitrarily had refused to answer questions put to him 
through Senator Hunt’s examination of said witness on December 13, 1950, and 
that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said 
report and instructed the chairman to present said report to the United States 
Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, it 
was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States Attorney for the 
District of Columbia to proceed against the said James Lynch in the manner and 
form provided by law. 

Estes KEFAUVER, Chairman. 





ANNEX I[ 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unitrep States SENATE, 
Spectat Commitrere To INVESTIGATE, 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Wednesday, December 13, 1950. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to adjournment, at 10:10 a. m. in room 457, 
Senate Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver (chairman) and Tobey. 

Also present: Rudolph Halley, chief counsel, and Alfred M. Klein, assistant 
counsel. 

The CHarrMan. The committee will come to order. 

Mr. James Lynch, will you take the witness chair, please. 

Mr. Lynch, do you swear the testimony you are about to give this committee 
is the truth, the whole truth, and nothing but the truth? 

Mr. Lynen. Yes, sir. 

Senator Hunt. You may be seated. 

All right, Mr. Halley. 

Mr. Hater. What is your full name, Mr. Lynch? 

Mr. Lyncu. James Lynch. 

Mr. Hautey. And what is your address? 

Mr. Lynen. 85-B Henry Avenue, Palisades Park. 

Mr. Hauuey. Do you have a business address? 

Mr. Lyncu. No business address. 

Mr. Hautxy. Do you have any business? 

Mr. Lyncu. No, sir. 
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Mr. Hatiey. This committee made very intensive efforts to serve a subpena 
on you during the month of October 1950. Would you mind telling me where 
you were October 1 to October 15, 1950? 

Mr. Lyncu. October 1? 

Mr. Hauuey. Yes. 

Mr. Lyncu. I was at my home in October. 

Mr. Hauuiey. Are you married to Virginia Lynch? 

Mr. Lyncs. That is right. 

Mr. Hauiey. She appeared as a witness before this committee on October 12 
and said that about a week prior to that time you had left home. 

Mr. Lynen. That is right; I did. 

Mr. Hatugy. About October 5? 

Mr. Lyneun. Around that time, somewhere around that time. 

Mr. Hauiey. And where did you go? 

Mr. Lyncn. I went to my mother’s house. 

Mr. Hatxiey. Where is that? 

Mr. Lynen. Jersey City. 

Mr. Hautiey. Why did you do that? 

Mr. Lyncu. I was in a run-down condition. I was very sick at the time and 
I didn’t want to disturb my Mrs., and let her worry about me. 

Mr. Hatiey. You didn’t even tell her where you were? 

Mr. Lynen. That is right; I didn’t want her to know where I was. 

Mr. Hauxiey. You did not want her to know where you were? 

Mr. Lyneu. I just didn’t want her to worry about me. 

Mr. Hatxey. Did you not know that this committee was trying to serve a 
subpena upon you? 

Mr. Lyncu. No, sir. 

Mr. Hauuey. Did you tell her that you were going to take a trip? 

: Mr. Lyneu. I told her I was going away. I didn’t want her to know where 
was at. 

Mr. Hatiey. And you went away as far as Jersey City? 

Mr. Lynen. That is right. 

Mr. Hatvey. And you stayed away until this committee’s hearings were over, 
is that right? 

Mr. Lynen. No, I was back. I come back when I found out my wife had got 
subpenaed. 

Mr. Hautuny. When was that? 

Mr. Lyncnu. I read it in the papers. 

Mr. Hatter. When was that? 

Mr. Lyncu. Well, while I was at my mother’s house, I picked the paper up 
and read it. 

Mr. Hauuey. Did you make any efforts to come in before the committee and 
sav you were now present? 

Mr. Lyneu. Not at that time, no; but I never run away from no subpena or 
anything else. 

Mr. Hauiey. You made no effort to spare your wife the problem of appearing 
before this committee? 

Mr. Lynen. I didn’t know she was subpenaed. 

Mr. Hautey. And the embarrassment attendant thereto. 

Mr. Lyncu. I said I did not know she had it. 

Mr. Haury. It was in the newspapers. 

Mr. Lynen. A day or so before. I think the same day I read the paper was 
when she had to be in New York. 

Mr. Hauuey. And you did not make any effort to come and appear yourself? 

Mr. Lyncu. I didn’t know they were looking for me. : 

Mr. Hauer. It said so in all the newspapers, Mr. Lynch. Didn’t you see that 
in the newspapers? 

Mr. Lyncu. No, sir. I would never duck nobody. I have never been away 
from any place. ; : 

Mr. Hatuey. You ducked the service of this committee’s subpena, did you not? 

Mr. Lyncn. I am here now, Your Honor. 

Mr. Hatter. My name is Halley. There is no reason to call me “Your 
Honor.” 

Mr. Lyncu. Halley. : 

Mr. Haier. Were you under a doctor’s care while at your mother’s house? 

Mr. Lyncn. No, sir; I was not. 

Mr. Hauer. Did you stay there or go out to attend to business? 
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Mr. Lyncu. I didn’t have any business at that time. I just went there to 
relax and rest myself. I was in a rundown condition. I have lost 30 pounds 
since October. I still feel the effects of it. 

Mr. Hautuey. But you had no doctor to take care of you? 

Mr. Lyncu. Not at that time; no. 

Mr. Hauuiey. Now, Mr. Lynch, you say you have no business? 
Mr. Lyneu. That is right. 

Mr. Hauiey. When did vou last have a business? 

Mr. Lyncu. On advice of my counsel I refuse to answer. 
Mr. Hatuey. Have you ever had a legitimate business? 
Mr. Lyncu. No, sir. 

Mr. Hatuey. You have not? 

Mr. Lyncu, No. 

Mr, Hauuey. At no time? 

Mr. Lyncu. No, sir. 

Mr. Hatuey. How old are you, Mr. Lynch? 

Mr. Lyneun. Forty-six. 

Mr. Hauutey. Where were vou born? 

Mr. Lyncu. Jersey City, N. J. 

Mr. Hauiey. And you have lived in New Jersey ever since? 

Mr. Lyncu. Yes, sir. 

Mr. Hatuey. You have never lived in any other State? 

Mr. Lyncu, No, sir. 

Mr. Hatiey. And where did you go to school? 

Mr. Lyncn. Jersey City. 

Mr. Hauuey. Through what grades in school did you attend? 

Mr. Lyncu, Seventh grade. 

Mr. Hatiey. And then what did you do? 

Mr. Lyncu. Well, I went to work as an office boy. 

Mr. Hauiey. Were you ever arrested? 

Mr. Lyneu, Yes, sir. 

¢ Mr. Hauitey. You were? 

Mr. Lyneu. Yes, sir. 

Mr. Hatiey. On what charges? 

Mr. Lyncu. On a robbery charge. 

) Mr. Hatiey. When was that, do you remember? 

Mr. Lyncn. 1922. 

Mr. Hautuiey. And were you convicted? 

Mr. Lyncen. Yes, sir. 

Mr. Hauuey. Did you go to jail? 

Mr. Lynen. Yes, sir. 

Mr. Hatuny. How long did you serve? 

Mr. Lyncu. Seven years and six months, 

Mr. Hatuey. Seven years? 

Mr. Lyncu. Yes. 

Mr. Hatuiey. Where did you serve that? 

Mr. Lyncn. Trenton State Prison, New Jersey. 

Mr. Hauer. And you got out in 1929? 

Mr, Lyneun. That is right. 

Mr. Haney. Were you convicted of any crime after that? 

Mr, Lyncu. No, sir. 

Mr. Hauuey. Did you get a 6-month sentence in Trenton in 1937? 

Mr. Lynecu. No, sir. 

Mr. Hauutey. You did not? 

Mr. Lyncu. No, sir. 

Mr. Hauuey. Were you arrested in 1933 in Trenton for aiding and abetting 
a lottery? 

Mr. Lyncu. No, sir. 

Mr. Hatiey. You say you were not arrested for that at all? 

Mr. Lyncu. No, sir. 

Mr, Hauer. Do you take the position that that one arrest in 1922 is the only 
arrest! 

Mr. Lyncn. Outside of a disorderly person. 

Mr. Hatiey. When were you arrested for being a disorderly person? 

Mr. Lyncu. After I come out of prison, 

Mr. Hauiey. How long after that? 

Mr. Lyncu. A couple of months. 
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Mr. Hatiry. What happened then? 

Mr. Lyncn. Well, I was given 90 days for disorderly person’s case. 

Mr. Hatiey. Where was that? 

Mr. Lyncn. In Hoboken, N. J. 

Mr. Hatter. Hoboken? 

Mr. Lyncu. That is right. 

Mr. Hatiey. And were you ever arrested after that? 

Mr. Lynen. No, sir. 

Mr. Hautiey. Were you not arrested for being a disorderly person in Trenton 
in May of 1937 and given 6 months? 

Mr. Lyncu. No, sir. 

Mr. Hauuey. If the record shows that, it would be a mistake? 

Mr. Lyneu. I guess it is. 

Mr. Hauuey. I have an FBI record in front of me. 

Mr. Lyncu. That must be a mistake. I was never arrested. 

Mr. Hatuey. You referred to two convictions. Have you ever been convicted 
on any other occasion? 

Mr. Lyneu. No, sir. 

Mr. Hauer. That is the disorderly person conviction? 

Mr. Lyncu. Yes. 

Mr. Hater. Now after you were convicted as a disorderly person what busi- 
ness were you in? 

Mr. Lyncu. On advice of my counsel I refuse to answer. 

Mr. Hauuey. Do you have any legitimate business? 

Mr. Lyncn. No, sir. 

Mr. Haury. You never have had one? 

Mr. Lyncn. No, sir. 

Mr. Hater. Now, Mr. Lynch, when your wife testified before the committee 
she testified that you were supporting her, and your family lived reasonably com- 
fortably, had reasonable amounts of money for food and shelter, clothing, and 
such. Is it not a fact that you do support your family? 

Mr. Lyncn. That is right. 

Mr. Hauuey. Then you do have some sort of income. Would that be true? 

Mr. Lynecn. That is right. 

Mr. Hauiey. Mr. Lynch, do you know Anthony Guarini? 

Mr. Lyncn. Yes, sir. 

Mr. Hatiey. Dv you know a Max Stark? 

Mr. Lyncen. Yes, sir. 

Mr. Hauiey. How long have you known Max Stark? 

Mr. Lyncn. I would say about a year or so. 

Mr. Haury. Did you ever ask Max Stark to cash a check for you? 

Mr. Lyncu. I can’t answer that question. 

Mr. SELSER. May I make a statement to the committee with regard to this 
witness! 

I represent him in proceedings now pending in the States of New Jersey and 
New York, charges having been made against him alleging conspiracy with rela- 
tion to certain alleged gambling activities in those States and in other places. 
The matters are now pending. He is presently under bail, having joined issue 
with the State, at the present phase of the proceedings. 

In addition to this, i have been informed that his income-tax returns are now 
being investigated by the Internal Revenue Department with a view to inquir- 
ing into whether or not there has been a fraud in returns made, so as to lay the 
foundation for complaints against him under the Federal law for income-tax 
evasion. For this reason, I am advising my client not to make answers to ques- 
tions which in my judgment he is privileged not to answer on the ground that to 
do so might be to testify against himself. And I claim his privilege under the 
fifth amendment to the Constitution of the United States and like provisions 
under the Constitutions of the States of New York and New Jersey. 

I have already made a statement before the committee that this being an open 
session to which all persons are invited, his admissions would be used, if admis- 
sions were made, would be used in proceedings against him. I have said in my 
formal statement that if the committee will set up a program by which this man 
may give them information within the four corners of the resolution for the 
exclusive use of the committee, or of the Senate, within the four walls of the 
resolution under which the committee is created, I should advise my clients very 
differently as to the need for answering such questions. 

Now if the committee be sincerely interested in desiring information for the use 
of the Senate and not to have the committee used as an arm of the prosecuting 
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officers of the various States and other law-enforcement agencies, if they will do 
this sort of thing, then, of course, we are very glad to cooperate with the Senate 
committee, and give them all the information for its use only under such a program. 
If questions are to be propounded which may be answered by counsel in written 
form after consultation, I should be very glad to cooperate with the committee 
and the Senate as a whole. 

Now, on the basis of this reasoning I am advising my client not to answer these 
questions. 

Senator Hunt. The counsel for the committee will proceed. My opinion as 


acting chairman, at least, is that any information we are entitled to privately we 
are entitled to publicly. 


You may proceed. 

Mr. Hauuiey. Now the question was, Did you ever give Max Stark a check 
to cash? 

Mr. Lyncu. On advice of counsel I refuse to answer. 

Senator Hunt. The acting chairman requests the witness to answer ‘‘Yes”’ 
or “No.” 

Mr. Lyncu. On advice of counsel I refuse to answer on the ground that I 
don’t want to incriminate myself. 

Senator Hunt. The acting chairman directs and orders the witness to answer 
“Yes” or “No.” 

Mr. Setser. I have advised him, sir, not to answer at all. 


Senator Hunt. Allow the witness to make his own statement, please, if you 
will, counsel. 


Mr. Lyncn. I refuse to answer. 

Mr. Hati®y. At that point, Mr. Chairman, counsel desires to offer in evidence 
a check drawn on the Corn Exchange Bank Trust Co. in the amount of $350, dated 
February 24, 1948. I request, because this is an open record, that when this 
check goes into the record the committee staff be instructed to clip out the name of 
the signer of the check, the drawer of the check, whose name the committee has 
been requested to keep confidential until such a time as the committee deems it 
proper to make it available publicly. 

The endorsement on the check, Mr. Chairman, is James Lynch, and under his 
endorsement is ‘“‘Max Stark special,’’ and it shows that it was deposited in the 
Mercantile Bank of New York. I offer this in evidence. 

Senator Hunt. It will be received into the records, and under what exhibit 
number? 

Mr. Hauiey. Exhibit 1 for this witness. 

Mr. Setser. May I be heard in behalf of my client in this regard, sir? 

Senator Hunt. You may. 

Mr. Seuser. I consider that this is a vidlation of my client’s constitutional 
right and is an attempt to do that for the prosecuting officials of the State which 
they might not have done for themselves, and I must respectfully ask that this be 
not made a part of the public record. 

Senator Hunt. The acting chairman will rule it shall now be received as 
exhibit 1 for the record. 

(The document referred to was marked ‘‘Lynch exhibit 1”? and made a part of 
the record.) 

Mr. Hatuery. Mr. Nellis, will you take the photostatic copy of the reverse side 
of this separate endorsement and show it to Mr. Lynch and ask him if the signature 
“James Lynch” which appears thereon is his signature? 

Mr. NEuuts (showing document to witness). Is this your signature? 

Mr. Lyncn. On advice of counsel I refuse to answer. 

Senator Hunt. The acting chairman of the committee directs the witness to 
answer the question “Yes” or ‘“‘No”’. 

Mr. Lyncu. On advice of counsel IT refuse to answer the question. 

Mr. Hatury. Mr. Chairman, I offer in evidence as exhibit 2 for this witness a 
check in the amount of $500 dated September 26, 1947, drawn on the Corn 
Exchange Bank Trust Co., endorsed ‘James Lynch,’ second endorsement 
““Max Stark special,” and deposited in the Mercantile Bank of New York. I 
would like to state in both cases what is being offered is a photostatic copy rather 
than the original. That applies to exhibit 1 as well as this one. 


Senator Hunt. The exhibit will be received and entered in the record as 
exhibit 2. 


Mr. Hatuey. Thank you. 


(The document referred to was marked “Lynch Exhibit 2” and made a part of 
the record.) 
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Mr. Hauer. May the record show that the testimony before the committee at 
a closed session was that a total of $5,000,000 in such checks was deposited in the 
aaaannene Bank of New York during 5 months beginning in 1947 and ending in 

Mr. Lynch, were you ever connected directly or indirectly with the G. & R. 
Tradin & Co.? 

Mr. Lynou. I refuse to answer on the grounds I might incriminate myself. 

Senator Hunt. The acting chairman directs the witness to answer the question 
‘*Yes” or “No”, 

Mr. Lyncu. I refuse to answer on the advice of counsel. 

Mr. Hautuey. Were you ever connected directly or indirectly with the L. & L. 
Co. of Saratoga, N. Y? 

Mr. Lynen. On advice of counsel I refuse to answer. 

Mr. Hautigey. Were you ever connected with the L. & C. Amusement Co.? 

Mr. Lynen. On advice of counsel I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the questions 
just asked “‘ Yes” or “‘ No.” 

Mr. Lynou. I refuse to answer on the ground that I may incriminate myself. 

Mr. Hauuiey. Were you ever in Saratoga, N. Y.? 

Mr. Lyneu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes”’ or “No.” 

Mr. Lyneu. Yes; I was in Saratoga. 

Mr. Hautiey. Were you ever in the Arrowhead Inn in Saratoga, N. Y.? 

Mr. Lyncu. Yes. 
hae Hauiey. Were you in the Arrowhead Inn during the years of 1947 and 

48? 

. Lyncu. On advice of my counsel I refuse to answer. I may incriminate 
myself. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes’”’ or “No,” 

Mr. Lyneu. I refuse to answer. 

Mr. Hauuiey. Do you know whether or not there was operated in the Arrowhead 
Inn at Saratoga, N. Y., in the years 1947 and 1948 a gambling game? 

Mr. Lyncu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes” or “No.” 

Mr. Lyncn. On the grounds of self-incrimination I refuse to answer. 

Mr. Hauuey. Is it not a fact, Mr. Lynch, that starting in 1945 with the G. & R. 
Trading Co. and through 1946, 1947, 1948, 1949, and 1950 you were part owner and 
- ire operator of gambling games in the State of New Jersey and in Saratoga, 

Mr. Lynen. On advice of counsel I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes” or “No.” 

Mr. Lyncenu. I refuse to answer on the grounds of incriminating myself. 

Mr. Hauuey. Isit not a fact that you were the office manager for L. & C. Amuse- 
ment Co.? 

Mr. Lyncn. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes” or “No.” 

Mr. Lyncu. I refuse to answer on the grounds that I may incriminate myself. 

Mr. Hautey. Is it not a fact that during the years 1946 to 1948 you received 
from the L. & C. Amusement Co. $42,128 in profits? 

Mr. Lyncu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Yes” or “No,” 

Mr. Lyncu. I refuse on the grounds I may incriminate myself. 

Mr. Hatuey. Do you know Alex Goldfine? 

Mr. Lyncu. Yes, sir. 

Mr. Hatuey. How long have you known him? 

Mr. Lyncu. Four or five years, I guess. 

Mr. Hatitey. When did you last see him? 

Mr. Lyneu. Just about a year ago. 

Mr. Hautiey. Where was that? 

Mr. Lynen. New York. 

Mr. Hauiey. Whereabouts? 
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‘Mr. Lynen. I think I met him on Seventh Avenue. 

Mr. Hater. Just accidentally? 

Mr. Lynen. That is right. 

Mr. Hatuey. Did you ever see him in New Jersey? 

Mr. Lynen. Yes. 

Mr. Hatiey. Where? 

ari Lyncu. Well, I refuse to answer that on the ground that I may incriminate 
myself. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Ves” or cNo? 

Mr. Lynceu. I refuse to answer. 

Mr. Hatuey. Is it not a fact that he was the straw boss for the gambling games 
operated by you and your associates in New Jersey? 

Mr. Lyncu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
“Ves” or “No.” 

Mr. Lynen. I refuse to answer on the grounds that I may incriminate myself. 

Mr. Hauuey. Do you know Emanuel Schafer? 

Mr. Lyncu. Yes, sir. 

Mr. Hatuiey. When did you last see him? 

Mr. Lyncu. I don’t know. Around the same time, I imagine. 

Mr. Hatter. Whereabouts? 

Mr. Lyncu. I think it was in Jersey. 

Mr. Hatuey. Jersey? 

Mr. Lyneu. Yes. 

Mr. Hauiey. Where? 

Mr. Lyncu. I just don’t recall. I don’t recall. 

Mr. Hatuey. Did you ever see him in a gambling house? 

Mr. Lyneu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
*Yes”’ or “‘No.” 

Mr. Lyneu. I refuse to answer on the grounds that I may incriminate myself. 

Mr. Hatuey. Do you know what business Emanuel Schafer was in? 

Mr. Lyncu. I refuse to answer. 

Senator Hunt. The acting chairman directs the witness to answer the question 
' “Yes” or “No.” 

Mr. Lyncu. I refuse to answer on the grounds that I mav incriminate myself. 

Mr. Hauer. Do you know Mike Lascari? 

Mr. Lyncn. I don't think I do. 

Mr. Hatiey. Do you know Andrew Bruno? 

Mr. Lynen. I know of a Bruno. 

Mr. Hatitey. Do you know him? 

Mr. Lyneu. I know a Bruno. 

Mr. Hatuey. A Bruno who runs a hotel? 

Mr. Lyncu. What? 

Mr. Hatiey. Who runs a restaurant? 

Mr. Lyncu. Bruno’s restaurant? 

Mr. Hauuey. Yes. 

Mr. Lyncu. In New York? 

Mr. Hatrey. Yes. 

Mr. Lyncn. Yes; I know him. 

Mr. Hatiey. Were you ever in a restaurant he had in New Jersey? 

Mr. Lyncu. New Jersey? 

Mr. Hatuey. In New Jersey. 

Mr. Lyncu. In New Jersey? 

Mr. Hatugy. Yes. 

Mr. Lyncu. Whereabouts in New Jersey? 

Mr. Hatuey. Lodi. 

Mr. Lyncu. I refuse to answer that question. 

Senator Hunt. You have refused to answer perhaps 15 or 20 questions so far, 
Mr. Witness. If you are taking a chance of incriminating yourself to the extent 
of 15 or 20 times, you are in a rather bad way, are you not? 

i The Chair directs that the witness answer the question ‘Yes’ or “No.” 

Mr. Lyncu. I refuse to answer on the grounds I may incriminate myself. 

Mr. Hauuiey. Do you know John W. Barker? 

; Mr. Lyneu. Yes, sir. 

: Mr. Hatuey. I offer in evidence withholding statement, 1947, John W. Barker, 
for Federal income tax withheld, and the employer stated in this income-tax 
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withholding statement is James Lynch, Gerald Catena, Joseph Doto, and Salva- 
tore Moretti, L & C Amusement Co., care of Charles Handler, 790 Broad Street, 
Newark, N. J., as exhibit No. 3. 

Senator Hunt. The exhibit will be received. 

(The document referred to was marked “Lynch Exhibit No. 3” and made a part 
of the record.) 

Mr. Hauuey. And I offer as exhibit No. 4 a similar withholding statement to 
John W. Barker for Federal income tax withheld by L & L Co., R. F. D. No. 1, 
Saratoga Springs, N. Y. 

Senator Hunr. The exhibit will be received. 

(The document referred to was marked ‘‘Lynch Exhibit No. 4’ and made a part 
of the record.) 

Mr. Hatter. Do you know Mr. Milton Kessler? 

Mr. Lyncu. Yes, sir. 

Mr. Hauuey. I offer in evidence withholding receipt for the year 1945 of 
Milton Kessler for Federal income tax withheld. The employer is listed as 
eee Guarini, G & R Trading Co., 109 Roosevelt Avenue, Hasbrouck Heights, 
Senator Hunt. The exhibit will be received. 

(The document referred to was marked ‘‘Lynch Exhibit No. 5’ and made a part 
of the record.) 

Mr. Hautey. I offer in evidence withholding statement for the year 1948 of 
Milton Kessler for Federal income tax withheld. The employers are listed as 
J. Lynch, G. Catena, J. Doto, 8. Moretti, doing business as L. & C. Amusement Co. 

Senator Hunt. The exhibit will be received. 

(The document referred to was marked ‘‘Lynch exhibit No. 6” and made a part 
of the record.) 

Mr. Hatiey. The amount of the tax here is $136.50 on a salary of $1,300. 

Mr. Chairman, I would like to offer in evidence as the next exhibit withholding 
statement for the year 1948 of Milton Kessler for Federal income tax in the 
amount of $115.50 on a total wage of $1,500, and the employer is listed as J. 
Lynch, J. Doto, A. Guarini, et al., doing business as Pal Trading Co. 

Senator Hunt. The exhibit will be received. 

(The document referred to was marked ‘‘Lynch Exhibit No. 7’ and make a 
part of the record.) 

Mr. Hauuey. Do you know Meyer Lansky? 

Mr. Lyncu. Yes. 

Mr. Hauuey. How long have you known him? 

Mr. Lyncu. About 6 or 7 years, I imagine. 

Mr. Hatiey. Have you ever been in business with him? 

Mr. Lyncu. I refuse to answer on the grounds that I may incriminate myself. 

Senator Hunt. The acting chairman directs the witness to answer the question 
Yes” or “No.” 

Mr. Lyncn. I refuse to answer on the grounds that I may incriminate myself. 

Mr. Hatiey. Do you know Frank Costello? 

Mr. Lyneu. Slightly. 

Mr. Hauiey. You don’t know him well? 

Mr. Lyncu. No, sir. 

Mr. Hatuiey. What do you mean when you say you know him slightly? 

Mr. Lynecu. Well, I have never been around the fellow. I never saw him. I 
see him now and then; as far as knowing him, I don’t know anything about him, 

Mr. Hauuny. Did you ever eat at Toots’ Restaurant? 

Mr. Lynen. Once in a while. 

Mr. Hatiey. Did you ever see him there? 

Mr. Lyneu. No, sir. 

Mr. Hauer. Did you ever see Willie Moretti there? 

Mr. Lyneu. Yes, sir. 

Mr. Haier. Do you know Joe Arosa, Joe Bailey? 

Mr. Lyncen. Yes, sir. 

Mr. Hauuiey. And did you know Charles Luciano? 

Mr. Lyncu. No, sir. 

Mr. Hatter. Do you know Longy Zwillman? 

Mr. Lyneu. I know of him, but I don’t know him. 

Mr. Hauiey. You never met him? 

Me. Lyncu. No, sir. 

Mr. Haier. Do you know Little Augie? 

Mr. Lynceu. I met Little Augie in Florida one time. 
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Hauer. Did you ever stay at the oe Hotel in Florida? 
Lyncu. Yes, sir; that is hare I met h 

Hauuey. Do you know Abe Aiebbers? 

Lyneu. I don’t think I do. 

Hauuey. He ran the place. 

Lyneu. I don’t think Ido. I checked into the Wofford, and I didn’t know 


who was their owners, or anybody else. 


Mr. 


Mr. 


Hauuey. What year did you stay there? 
Lyncu. I think it was in the year—about 5 years ago, I imagine, 4 or 5 


years ago. 
Mr. fla ALLEY. Do you know Johnny King? 


. Lyncu. No, sir. 

. Hauiey. Do you know Frank Erickson? 

. Lyncu. I know of him. 

. Hatiey. Do you know him? 

. Lyncu. Never met him. 

. Hautitey. Do you know Bugsy Siegel? 

. Lyncn. No, sir. 

. Hatitey. Do you know Salvatore Moretti? 

. Lyncu. Yes, sir. 

. Hatiey. And you know Arthur Longano? 

. Lyncu. Yes, sir. 

. Hautuey. And I think you testified you know Anthony Guarini? 
. Lyncu. That is right. 

Mr. 
. Lyncn. Yes, sir. 
Mr. 


Hauuey. Do you know Gerry Catena? 


Hauuey. I have no other questions, Mr. Chairman. 


Before the witness is excused, Mr. Chairman, I would like to offer in evidence 
a withholding statement of Milton Kessler, which has previously been identified, 
from the Nevada Project Corp., doing business as the Flamingo, Las Vegas, Nev., 
for total wages of $6,720, Federal tax withheld $1,058.40. This is for the year 1947. 

Senator Hunt. The exhibit will be received. 

(The document referred to was marked “‘Lynch Exhibit No. 8” and made a part 
of this record.) 

Senator Hunt. The witness is excused, 


Mr. 


Lyncn. Thank you, 
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PROCEEDINGS AGAINST ARTHUR LONGANO FOR 
CONTEMPT OF THE SENATE 
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AUVER, from the Special Committee To Investigate Organized 
rime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8. Res. 46] 


JAN 3119 


The Special Committee to Investigate Organized Crime in Inter- 
state Commerce as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, 
caused to be issued a subpena to Arthur Longano, 83 Franklin Street, 
Englewood, N. J. The said subpena directed Arthur Longano to be 
and appear before the said committee forthwith at 9:30 o’clock a. m. 
at room 318, Senate Office Building, Washington, D. C., then and 
there to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of the subpena was the 11th day of September 1950. Attendance 
pursuant to said subpena was had on December 13, 1950, at which 
time the witness appeared. The subpena served upon said Arthur 
Longano is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Arruur LonGANo, 83 Franklin Street, Englewood, N. J., Greeting 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, forthwith at 9:30 a. m., at their committee room 
318, United States Senate Office Building, Washington, D. C., then and there to 
testify what you may know relative to the subject matters under consideration 
by said committee. To produce all books and records, including journals, ledg- 
ers, invoices, bank statements, canceled checks, check-book stubs, safety-deposit- 
box receipts, vouchers, accountants work papers, financial statements, payroll 
record credit reports, etc., 1940 to date, of all your business connections and 
activities, 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Pat Murray or J. F. Elich to serve and return. 


S. Rept. 28, 82-1 
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_ Given under my hand, by order of the committee, this 11th day of September, 
in the year of our Lord one thousand nine hundred and fifty. 
‘ : Estes KEFAUVER, 
Chairman, Committee To Investigate Crime in Interstate Commerce. 

The said subpena was duly served as appears by the return made 
thereon by P. C. Murray, who was duly authorized to serve the said 
subpena. The return of the service by the said P. C. Murray, being 
endorsed thereon is set forth as follows: 


NOVEMBER 2, 1950. 
I made service of the within subpena by hand the within-named Arthur Lon- 
gano, at courthouse, Hackensack, N. J., at 9:44 a. m., on the second day of 
November 1950, 


P. C. Murray. 


The said Arthur Longano pursuant to said subpena and in compli- 
ance therewith appeared before the said committee to give such testi- 
mony as required by virtue of Senate Resolution 202, Eighty-first ° 
Congress, second session. Arthur Longano having appeared as a wit- 
ness and having been asked questions, which questions were pertinent 
to the subject matter under inquiry, made answers as appeared in the 
records of the hearing on December 13, 1950, at Washington, D. C., 
which record is annexed hereto and made a part hereof and desig- 
nated “Annex I.” 

As a result of said Arthur Longano’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance with the 
terms of said subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Arthur Longano 
pertinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was directed to appear and answer pertinent questions 
to the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said 
committee, as set forth below: 


SpgeciaL CommiItTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel; and 
Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose of 
taking testimony and all other committee acts, to hold hearings at such time and 
places as the chairman might designate with reference to the committee’s investi- 
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gations of organized crime in the vicinities of the cities of Chicago, St. Louis, 
Kansas City, Miami, Miami Beach, and Philadelphia, and in the States of New 
York and New Jersey. 

Estes Kerauver, Chairman. 


After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


Specrat ComMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m., in room 457, Senate Office Building. 
There were present the chairman and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of the committee 
meeting of September 6, 1950, together with a resolution made as of that date. 
The chairman stated to the committee that the chairman had designated a sub- 
committee to hear continued testimony in connection with organized crime in 
the city of Washington, D. C., pursuant to the resolution of September 6, 1950, 
the subcommittee consisting of Senators Hunt and Tobey. 

The chairman then presented to the committee the minutes of said subecommit- 
tee meeting on December 13, 1950, held in room 457, United States Senate Office 
Building, Washington, D. C. 

The chairman stated to the committee that the witness, Arthur Longano, 
repeatedly, consistently, and arbitrarily had refused to answer questions put 
to him through Senators Hunt’s and Tobey’s examination of said witness on 
December 13, 1950, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said Arthur Longano in the manner 
and form provided by law. 

{STES KErauveR, Chairman. 


ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED StTaTEs SENATE, 
SpecraL ComMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Wednesday, December 13, 1950. 

The committee met, pursuant to adjournment, at 10:10 a. m. in room 457, 
Senate Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver and Tobey. 

Also present: Rudolph Halley, chief counsel for the committee. 

The CuHarrMan. The committee will come to order. 

Senator Hunt. Mr. Arthur Longano, will you please take the witness chair. 

Do you swear the testimony you are about to give this committee will be the 
truth, the whole truth, and nothing but the truth? 

Mr. Lonaano. I do. 

Mr. Seuvser. Mr. Chairman, may the record show that I represent also this 
witness in the proceedings in New York and New Jersey, and with regard to the 
current investigation I am informed is being conducted into his income-tax 
returns. And may the grounds which I have heretofore expressed with regard 
to the other witnesses for whom I have appeared be considered as having been 
repeated without the need for again repeating them verbatim? 

Senator Hunt. The record will show your statement. The chairman under- 
stands it. 

Mr. Sexvser. Thank you, sir. 

Senator Hunt. The witness may be seated, 
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Mr. Haier. What is your full name, Mr. Longano? 

Mr. Loneano. Arthur Longano, 

Mr. Hatuey. And where do you live? 

Mr. Loneano. 285 Windsor Road, Englewood, N. J. 

Mr. Hatuey. Do you have any business? 

Mr. Loncano. No, I haven’t. 

Mr. Hatiey. When were you born? 

Mr. Loneano. February 2, 1904. 

Mr. Hauxiey. And where were you born? 

Mr. Loncano. West New York, N. J. 

Mr. Hauuey. Have you lived in New Jersey ever since? 

Mr. Lonaano. Yes, sir, I have. 

Mr. Hauuey. And did you go to school? 

Mr. Loneano. I did. 

Mr. Hatuey. How far did you go through school? 

Mr. LonGano. Sixth grade. 

Mr. Hauuey. Have you ever been arrested? 

Mr. Lonaano. I have a record. 

Mr. Hater. Will you tell the committee whether you have ever been con- 
victed? 

Mr. Loneano. I have. 

Mr. Hatuey. And of what offenses have you been convicted? 

Mr. Loncano. Well, I have a very bad memory, and I think the Senator 
has my record there. I think it would be betterif he read it out to me and I will 
answer it. 

Mr. Hatuey. You were first convicted at the age of 18; were you not? 

Mr. Loncano. That is right. 

Mr. Haury. And that was as a disorderly person? 

Mr. LonGano. Disorderly person? 

Mr. Hauuey. Yes. 

Mr. Lonaano. I think they got it mixed up. 

Mr. Hauer. What do you think it was? Maybe your memory is better than 
the record. 

Mr. Loneano. I don’t remember. 

Mr. Hatuey. The record is sometimes wrong, so give us your best recollection. 

Mr. Loneano. I think my first conviction was when I was 17 years, so I don’t 
see how you got 18 there for disorderly person. 

Mr. Hauer. For what? 

Mr. LonGano. You said for disorderly person. 

Mr. Hauuiey. And what was it for? 

Mr. Loncano. Well, you have it there. 

Mr. Hauuey. Please tell me. I am not playing games. 

Mr. Lonecano. Highway robbery. 

Mr. Hatuey. That is the answer. Is that the offense for which you were given 
10 to 15 years; is that right? 

Mr. Lonaano. That is right. 

Mr. Hauuey. The record I have, shows an arrest before that, with a fine for 
being a disorderly person. Is it possible you have just forgotten that? Just 
a fine, you did not go to jail. 

Mr. Loncano. I must have forgotten it. 

Mr. Hauiey. Then were you given 10 to 15 years the next year for highway 
robbery; is that right? 

Mr. Loneano. That is right. 

Mr. Haury. How long did you serve? 

Mr. Lonaano. I served 6 years, I think; 6 or 7 years; I am not sure. 

Mr. Hatiey. And have you been convicted of any other offenses since then? 

Mr. Loncano. I have. 

Mr. Hauer. Were you convicted of carrying concealed weapons? 

Mr. LonGano. Yes. 

Mr. Hatuey. And have you been convicted of liquor offenses? 

Mr. LonGano. Yes. 

Mr. Hauuey. And I believe you have been arrested twice in New York on 
charges of carrying a gun; is that right? 

Mr. Loneano. In New York? 

Mr. Hatuey. Yes. 

Mr. Lonaano. No, sir. 

Mr. Hauer. Well, where was it? 
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Mr. Lonaano. It might have been Jersey, but never New York. 

Mr. Hatxey. Did you on two occasions receive suspended sentences for carry- 
ing a gun? 

Mr. Lonaano. Never. 

Mr. Hauiey. Never? 

Mr. Lonaano. Never received a suspended sentence. 

Mr. Hauer. Never received a suspended sentence? 

Mr. Lonaano. No. 

Mr. Hauuey. Well, did you go to jail for carrying a gun? 

Mr. Lonaano. I did. 

Mr. Hatuey. When and where was that? 

Mr. Loneano. The Senator will save time if he gives me dates, and I will 
admit to them. I am not going to deny my record. 

Mr. Hauuey. Please just believe that I have a reason for asking the questions 
the way I am doing it. Do the best you can, and nobody is trying to build a 
perjury rap against you on your record. Give us the approximate date, if you 
can. 

Mr. Lonaano. Yes. 

Mr. Hatuey. Was it about 1941? 

Mr. Loncano. Pardon me. I can’t hear you. 

Mr. Hauuey. Was it around 1941? 

Mr. Loneano. It could have been. 

Mr. Hauer. I mean 1931. I am sorry. 

Mr. Loncano. Thirty-one. It could have been around that time. 

Mr. Hatuey. And another time in 1934? 

Mr. Loneano. It could have been, Senator. 

Senator Hunt. Let me suggest to the witness, please don’t be evasive in your 
answers. If you do know the answer, just simply say, ‘Yes, it was 1934,’’ or, 
“Tt wasn’t 1934, it was 1935.” 

Mr. Setser. Senator, I don’t think he is being evasive because he asked me 
if I had any idea of the year. I am certain you are going to find that this record 
of A. Longano is a different person, just as the record of Lynch is a different person. 
: any investigated the enth record and I know that is an entirely different 

ynch, 

Mr. Hauuey. We are in agreement that the highway robbery is your own 
record? 

Mr. Lonaano. Yes. 

Mr. Setser. That is right. He was 17 when he was sent away for 15 years. 

Senator Tospry. Then, do I understand, Mr. Witness, that at 17 you were 
given this 15-year sentence, of which you served about 5 vears, and it was after 
that that you were arrested on the charge of carrying a gun? 

Mr. Loneano. Yes. 

Senator Topey. And was the gun used in the old highway robbery? 

Mr. Lonaano. Yes. 

Senator Tosey. And this is no personal feeling. I am just asking to get the 
record clear. I am just asking for the record. Were you given one sentence for 
carrying the gun? 

Mr. Lonaano. No; I think it was all in one. 

Senator Topry. You were sentenced on the highway robbery to 10 to 15 
years? 

Mr. Lonaano. That is right. 

oaaetee Tosey. Subsequently you were arrested for carrying a gun; is that 
right 

Mr. Lonaano. That is right. 

Senator Tospry. What sentence was given there? 

Mr. Lonaano. I was given a year in the county jail. 

Mr. Hatter. That is right. The record shows in 1933, 1 year for possession 
of firearms; is that right, Hudson County jail? 

Mr. Loneano. That is right. 

Mr. Hater. We will take it offense by offense and tie it down that way. 

In 1932 you were convicted for a prohibition violation, were you not? 

Mr. Lonaano. That is right. 

Mr. Hatter. And you got a 4-month sentence? 

Mr. Lonaano. Suspended. 

Mr. Hauer. Suspended? 

Mr. Loncano. With a fine. 

Mr. Hatiey. And you were also accused of violating your parole at that 
time; is that right? 
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Mr. Loncano, That is right. 

Mr. Hauer. Were you also given a suspended sentence on that charge, or did 
you get 4 months for that? 

Mr. Loneano. I think that all come under the Hudson County jail sentence. 
That all combined into one. 

Mr. Hatuey. And for the whole thing you went to jail for 1 year? 

Mr. Lonaano. That is right. 

Mr. Haury. For having a revolver in your possession; is that right? 

Mr. Loncano. That is right. 

. Mr. HAuuey. Now, then, in 1934 you were convicted, were you not, in New 
‘ork? 

Mr. Loncano. I was never convicted in New York. 

Mr. Hauer. Well, this may not be yours. I must say in fairness the 1934 con- 
viction conceivably could—however, it is an FBI fingerprint record. It is under 
the name of Albert Latelli. Did you ever use that name? 

Mr. Loncano. I don’t remember ever having used that name. 

Mr. Hatuey. You never used that name? 

Mr. Loneano. I don’t think I have. 

Senator Hunt. The witness knows whether he has ever used that name or- 
whether he has not used that name. Now, answer the question, yes you have, or 
no you have not. Let’s get this record straight. 

Mr. Lonaano. Will the Senator say what he said before that so I will under- 
stand this? He said something before that about Latelli. 

Mr. Hauiey. The question is: Did you ever use the name Albert Latelli? 

Mr. Lonaano. Didn’t you connect that with something before that? 

Mr. Hauuey. Yes. I was asking you if you had ever been convicted in New 
York in 1934. 

Mr. Loneano. No. 

Mr. Hauuey. And then I pointed out to you that your FBI fingerprint record 
apparently shows such a conviction, however, under a name of Albert Latelli. 
I then asked you if you ever used the name Albert Latelli. : 

Mr. Sevser. May I ask you whether or not the record indicates that the record 
is supported by fingerprint records? 

Mr. Hauiey. Yes. 

Mr. Sex.ser. Usually returns indicate, and back in the thirties they were not 
properly supported by records. 

Mr. Hauiey. There have been mistakes in the records. There is no question 
about that. We have not had a chance to check. 

Mr. Sevser. The man says he never has been convicted in New York. 

Mr. Hatuey. If he says so, on due consideration I believe the committee will 
accept his statement. It is easy enough to check. I want to get the facts. 

Senator Hunt. Now the answer to the direct question: Were you ever known 
by the name of Albert Latelli? Did you ever use that name? 

Mr. Loneano. Where was this name supposed to be used? 

Senator Hunt. Did you ever use it any place at any time? That is the 
question. 

Mr. Loncano. Well, I don’t remember. I can’t. Just my honest answer is 
I don’t remember. 

Senator Toney. Have you ever used any aliases? 

Mr. Lonaano. I might have. 

Senator Toney. What were they that you used? 

Mr. Loneano. I used the name of Devito. 

Senator Tosry. As a last name? 

Mr. Loneano. Or Laurie. 

Senator Tosey. Is that the first name or second? 

Mr. Lonaano. Al. 

Senator Toney. Allen? 

Mr. Loneano. Al Devito. 

Senator Toney. And what is Laurie’s first name? 

Mr. Lonaano. Al Laurie. They are the only names I ever remember. 

Senator Tornfy. Any other aliases? 

Mr. Loncano. That is all. 

Mr. Haier. Haven’t you ever been known to the New York police as Albert 
Latelli? 

Mr. Loneano. I don’t think I have ever been in trouble in New York or any 
other places. 

Mr. Hautuey. Well, you were arrested in Miami, Fla., this year, were you not? 

Mr. Loneano. Yes, I was. 
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Mr. Hatuey. January 19, 1950? 
Mr. Loneano. That is right. 
Mr. Hatuny. What was that for? 
Mr. LonGano. Questioning on the Brink’s robbery. 
. Hatiey. Connected with the Boston robbery? 
Mr. Lonaano. Yes. 
Mr. Hauuny. And were you discharged? 
Mr. Loneano. That is right. The FBI was satisfied. 
Mr. Hatiey. What were you doing in Miami in January? 
Mr. Loneano. I went for a vacation. 
Mr. Hatiey. Where did you stay? 
Mr. Loneano. I am trying to think of the hotel now. I just can’t think of the 
name of the hotel. but it isn’t that I don’t want to tell the name of the hotel. 
Mr. Hautiey. Was it on the beach? 
Mr. Lonaano. Yes. 
Mr. Hauiey. How long were you there? 
Mr. Loneano. In Hollywood? 
Mr. Hauiey. How long were you there? 
Mr. Loneano. Well, I didn’t stay long because after all the publicity I had 
and everything, I was disgusted and come back. 
r. Hatiey. How long were you there? 
Mr. Lonaano. Maybe a week, not even a week I don’t think. 
Mr. Hauiey. Was your name in the papers when you were arrested? 
Mr. Loneano. That is right. 
Mr. Hauiey. Did you go down alone or was your family with you? 
Mr. Loneano. I just went down alone. 
ar, Hautiey. Was the General Trading Co. closed up when you were down 
there? 
Mr. Lonaano. I refuse to answer. It might tend to incriminate me. 
Senator Hunt. The vice chairman directs the witness to answer Yes”’ or “No.” 
Mr. Lonaano. I refuse to answer. It might tend to incriminate me. 
Mr. Haury. The record shows that the General Trading Co. at Hasbrouck 
Heights closed its business on Jaunary 19, 1950. Was there any connection 
or your being arrested in Miami and the closing up of the General Trading 


Mr. Seutser. May I object to the form of this question? How could he possibly 
know what was in the minds of those who made the arrest? This question calls 
for him to attempt to determine why he was arrested? 

Mr. Hauuey. I think he can answer it. Why don’t you let him try? 

Mr. Lonaano. I refuse to answer. It might tend to incriminate me. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Mr. Hatiey. Now, Mr. Longano, have you ever been in a legitimate business? 

Mr. Loncano. No, sir. 

Mr. Hauiey. You have not? 

Mr. Lonaano. No, sir. 

Mr. Hatiey. What was the Cole Engineering Co., Lodi, N. J.? 

Mr. Lonaano. I refuse to answer on the ground it might incriminate me. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Lonaano. I refuse to answer on the ground it might tend to incriminate 
me. 

Mr. Hauuey. Were you ever in Charlie’s Grill at Little Ferry, N. J.? 

Mr. Loncano, I was. 
= te Hauiey. And what was the business of Charlie’s Grill at Little Ferry, 

Mr. LonGcaAno. It was a restaurant. 

Mr. Hau.ey. Were you ever connected with it in any way? 

Mr. Loneano. I worked there. 

Mr. Hatxey. In what capacity? 

Mr. Lona@ano. As assistant to Charles Koslow. 

Mr. Hautiey. Was there any gambling at Charlie’s Grill? 

Mr. Loneano. No. 

Mr. Hatter. Was there gambling in any building close to Charlie’s Grill or 
connected with it in any way? 

Mr. Loncano. No. 

Mr. Hairy. At no time? 

Mr. Loncano. At no time. 
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Mr. Hauuiey. Well, that was a legitimate job you had then, was it not? 

Mr. Loneano. That is right. 

Mr. Hauiey. You should not be shy about that. Did you ever have any other 
legitimate job? 

Mr. SEetser. He said——- 

Mr. Hauuey. He testified he never had a legitimate job. 

Mr. Setser. Not a business. These folks seem to think it is not a business 
unless they are bosses, not employees. 

Mr. Hattey. I will clarify that now. Thank you. 

Have you ever had a legitimate job? 

Mr. Loneano. Off and on. 

Mr. Hauiey. What were they? 

Mr. Loneano. I have been a salesman for a vegetable firm. 

Mr. Hauer. How long ago was that? 

Mr. Loneano. That was just recently. I had it for awhile. It looked likea 
good thing. It looked like a good job and it didn’t materialize. 

Mr. Hauuey. You got no income out of it? 

Mr. Loneano. What? 

Mr. Hauer. You got no income out of it? 

Mr. Loncano. No, sir. 

Mr. Hauuey. Looking at your own tax record from the year 1944 to date, I find 
the following sources of income listed. Would you state which, if any, are 
legitimate sources? Cole Engineering, Inc.? 

Mr. Lonaano. I refuse to answer on the ground it may incriminate me. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Loneano. I refuse to answer on the advice of counsel. 

Mr. Hauuey. The second is called just ‘‘commission.”” Could you tell the com- 
mittee what you mean by commission? 

Mr. Lonaano, I refuse to answer on the advice of counsel. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Mr. Hautey. It is noted that in 1949 you reported a commission of $7,750. 
Could you state what the source of that $7,750 was? 

Mr. Loncano. Repeat that, please. 

Mr. Hauuey. You reported commission in 1949 of $7,750. Where did that 
money come from? 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Mr. Hauuey. You do show income from Charlie’s Grill. That was alegitimate 
job; is that right? 

Mr. Loncano. That is right. 

Mr. Hauuiey. And that was in the amount of $3,136 in 1945; $3,066 in 1946; 
$3,125 in 1947, and $2,496 in 1948. Is that right? 

Mr. Lonaano. I refuse to answer on advice of counsel, 

Senator Topsy. What is the job he had at Charlie’s? 

Mr. Hatuey. He said he was assistant manager. 

Senator Tospgy. A legitimate eating place, is it? 

Mr. Se.ser. Senator, his income-tax report is the subject of investigation, 
and I advise him not to testify to any matters shown on his income-tax reports 
at this time while this investigation is pending. 

Senator Tosery. Is that an excuse or a reason? 

Mr. Sevser. That is a reason, sir, and in my judgment it is the effective reason, 
as it shall hereafter be determined. 

Senator Hunt. The acting chairman directs the witness to answer the question. 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Mr. Hauuey. Mr. Longano, the next item of income is N. & T. Trading Co. 
Will you state what that was? 

Mr. Loncano. I refuse to answer on advice of counsel. 

Senator Tosny. Cannot you just tell us what it was? 

Mr. Loncano. I refuse to answer it. It might incriminate me. 

Senator Topey. You mean it might incriminate you to tell us what the business 
was? 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Senator Torry. I do wish we had something to make you answer. I think it is 
an outrage to a committee of the Senate of the United States to have these 
witnesses come up here and play dumb and curl up and die before us and say, 
“‘We won’t answer.” 
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Who is running this country? If there is the power in this country I think 
there is, we will get the answers out of you somehow, in some way, and maybe 
with interest. 

You come before us with a record of the hold-up game, getting money from 
criminal procedures, and being sentenced for carrying a gun, and when we try 
to uncover these things by asking civil questions, what do we get? What do we 
get? A dumb answer, refuse to answer, and won’t tell us how you got $30,000, 
what the business was at all. 

I cannot understand the counsel’s reasoning that just telling those would 
affect his test case before the Federal Government, and I do not believe it would. 
That is his opinion and he has a right to it. 

Here is a committee trying to do a conscientious job, and someone is putting 
rocks on the track, and I am sick of it. 

Mr. Seuser. I have already said that if this Senate will adopt a procedure 
which will permit the disclosure of the information for Senate use—my quarrel 
is not with the giving of the information but giving it under the program which 
is here set up, making it evidential to all persons who may seek to use it. Now 
if the Senate wants to set up a program which will give us the right to disclose 
this information to the Senate for its use, then please, sir, understand I shall 
cooperate with the Senate and not advise my client as I am advising him here 
in this proceeding under these conditions. 

Senator Hunt. The Chair would say to the counsel that is not the way we do 
business, under the table, in the United States Senate. 

Mr. Sesser. I am not asking 

Senator Hunt. What we do is open and above board for public information. 

Mr. SEuser. I am not asking for anything under the table, I am asking for no 
favors, but I am refusing in public to discuss matters which in my judgment can 
be — against this witness. It amounts to compelling him to testify against 

imself. 

Senator Hunt. The advice you are giving to your clients is preventing the 
Government of the United States from getting information that it is rightfully 
entitled to. 

Mr. Seuser. And I am perfectly willing to see to it that the Government gets 
its information if it will be done in such manner that this man will not be subjected 
to these prosecutions. 

Now I am not trying to defy the dignity of the Senate at all. Iam as loyal a 
citizen as anybody who lives in this country today. So far as I am concerned, sir, 
I stand by my record of loyalty to the country. 

Senator Hunt. The acting chairman of this committee would like to say that it 
is interference of counsel like yourself that is preventing the Government from 
getting a lot of this information, and it is also activity on the part of counsel that 
is responsible for the continuation of a lot of this gambling and crookedness 
throughout the United States. 

Mr. Setser. I am very sorry the Senator feels that way, but, of course, I 
suppose it would serve no purpose for us to exchange views. I am trying to doa 
job for which I am employed in the representation of my client, and I am doing it 
as best I can, sir. 

My loyalty to my country I am willing to debate with anybody, any time, any 
place under the proper circumstances. 

Senator Hunt. It is a question of ethics as I see the situation. 

Senator Torry. Here is the State of New Jersey, a strong State and a fine 
State, which seems to be a hot bed of illegality going on in connection with these 
operations. Here is testimony that has gone into the record today that $5,000,000 
in 5 months was played within these joints. 

We have had hearings in New York that covered New Jersey before. I cannot 
help wondering why the authorities in New Jersey do not watch these things a little 
more carefully, and where the men with criminal records are operating these places 
and getting an income of $32,000, why they never at least raise their eyebrows 
to see the reason why. So the great mad game to get money, the great mad game 
to get rich goes on, and the law comes in disrepute and democracy is threatened, 
asIseeit. And the young people growing up who see these things happening say, 
“What is the use of being straight?” 

It is a pretty serious thing in all these things, and any State in this Union, and 
any city in this Nation that has got men in charge of the authorities that are right 
themselves and want to stop these things, they can stop them pronto. You 
know it and I know it. 

We found it in California, a disreputable situation out there. Things went on 
in Los Angeles under a pro forma sheriff’s office. We found it in connection with 
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politics in California, where a man named Samish rules like a law divine and has 
epee power than the Governor has in some things, and dictates what bills can go 
through. 

And in New Jersey gambling hordes are carrying on, ex-convicts making such 
money at 34 or 40 or 50 thousand dollars a year de novo and won’t tell us where 
it came from, what the business is. 

I again say that any sovereign State in this Nation can stop it tomorrow morn- 
ing if they want to decide to do it, unless there is some collusion, some protection 
being paid along the line. That is what we ought to be uncovering in this country. 
We ought to be indicting some public officials, saying, ‘Why didn’t you do it?” 
Let the American people once get mad enough and these things will happen, heads 
will drop, I tell you, and it’s about time we did in this country. That is speaking 
from experience across the country. 

Mr. Sevser. May I say to the Senator that it is my belief that persons more 
brilliant than I ever hope to be brought into being the fifth amendment to the 
Constitution. 

Senator Tospey. I am not arguing about the fifth amendment to the Constitu- 
tion at all. There it stands. I am not speaking about that. I am speaking 
about the prevalence of gambling and crime across this country where officials . 
who have no backbone any more than a chocolate eclair do not enforce a law and 
do not try to knock heads together and clean house. And I say we found it in 
California, we found it in New Jersey, we found it in Chicago. We are going to 
find it some other places before we get through. 

Mr. Seuser. I am glad to hear that, sir; and I feel that 

Senator Tospry. I don’t want to forget Florida. I wouldn’t slight Florida for 
the world. We will be there next week. 

Mr. Setser. I think the Senator has given me a sufficient public spanking and 
I am smarting under—— 

Senator Tospey. I am not spanking you at all. All I am spanking is the apathy 
and indifference of the public and the inefficiency and lack of desire to enforce the 
laws of public officials. It has nothing to do with you, sir. 

Mr. Seuser. I am sorry I made the remark. 

Senator Tospgey. Don’t you agree with me? 

Mr. Seuser. Yes; I agree with you. As a matter of fact, I was as strong a 
crusader against these things in public office myself for a period of time, suffi- 
ciently long, and have advocated exactly the things you speak about. 

Senator Tosry. I shake hands with you across the table. 

Mr. Setser. But today, sir, I stand in the capacity 

Senator Tospey. I know what your capacity is. I am not trying to discriminate 
against you at all. I was making observations about the specific ills}in {this 
country of ours. 

Mr. Setser. Let the Senate then set up a program—— 

Senator Toprey. We are in it right now. 

Mr. Seuser. By which I can give you the information you seek without violat- 
ing a duty I owe to my clients, and you will have my cooperation. I resent very 
much the manner in which this thing is being done. 

Senator Tosprey. What thing? 

Mr. Sevser. This investigation here the last 2 days, which exposes before the 
public matters which the prosecutors themselves could not do. 

This is the way I feel about it, sir, and I feel very keenly, not because I am 
getting a fair fee, but because I consider I am a member of an honored profession, 
duty-bound to perform duties under the ethics of that profession, and I am doing 
it. 

Senator Topey. Now let me state to you in all kindness that you are making 
this storm yourself. I was not referring to you in any way, in any shape, or in 
any manner. All I said was indicting the supineness of public officials in enforc- 
ing laws across the country, and also on the part of the public of not getting mad 
about these things. And I made the statement, and onde it, and you join 
with me I think 

Mr. Sexser. Yes; I do. 

Senator Tospry. That any State or any Government or subdivision of govern- 
ment that wants to clean up these ills in the body politic can do it in 24 hours 
provided there is a desire to do it. There is law enough in this country to do it. 

Mr. Setser. I wish the noble State of New Jersey would put me in a position, 
from which I might. exercise some of the powers that the proper officials have. 

Senator Hunt. Counsel, you had power, did you not, when one of your clients 
was evading our subpena? 

Mr. Se.tser. Beg your pardon? 
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Senator Hunt. I say you had some of that power when the previous witness, 
your client, was evading the subpena? 

Mr. SEutser. That client never evaded the subpena, Senator. 
on Hunt. We will not discuss it any further. That is your opinion he 

idn’t. 

Mr. Seuser. I know he didn’t. 

Senator Hunt. This is my opinion, and I know he did. 

Mr. SELsER. May I finish my answer to the Senator who opened up an issue 
which to me is quite touchy? 

Senator Hunt. We are all consuming too much time here in exploiting theories. 
We will proceed with the examination of the witness. 

Go ahead, Mr. Halley. 

Mr. Hauuey. Mr. Longano, is it not a fact that in the year 1948 you received 
income in the amount of $30,821.50 from the N. & T. Trading Co.? 

Mr. Lonaano. I refuse to answer on the advice of counsel. 

Senator Hunt. The witness is directed to answer the question. 

Mr. Lonaano. I refuse to answer on the advice of counsel. 

Mr. Hautey. Mr. Longano, your income tax returns also show income from 
the Pal Trading Co. What is the Pal Trading Co.? Is that alegitimate business? 

Mr. Loncano. I refuse to answer on the advice of counsel. 

Senator Hunt. The witness is directed to answer the question. 

r, Loncano. I refuse to answer on advice of counsel. 

Mr. Hauiéy. How long have you known Longy Zwillman? 

Mr. Loneano. I know him. 

Mr. Haier. How long? 

Mr. Loneano. I just know him to say hello to; that is all. 

Mr. Haury. Have you ever worked for him? 

Mr. LonGcano. Never. 

Mr. Hater. Have you ever been associated with him in any business? 

Mr. LonGano. Never. 

Mr. Hauxtey. How long have you known Willie Moretti? 

Mr. Loneano. Oh, I know Willie 20 years or more. 

Mr. Hautey. Have you ever worked for him? 

Mr. Lonaano. Never. 

Mr. Hatuey. You have not been associated with him? 

Mr. Lonaano. No. 

Mr. Hat.ey. He testified, I believe, he took a trip West with you. 

Mr. Loneano. That is right. 

Mr. Hauiey. When was that? 

Mr. Loneano. When he went to California when he was sick. I just don’t 
know the exact date. 

Mr. Hautey. A few years ago? 

Mr Lonaano. Yes. 

Mr. Haier. Who went on that trip? 

Mr. Loncano. Who was on that trip? 

Mr. Hattey. Yes. 

Mr. Loncano. Myself and him. 

Mr. Hatxey. Did you go by automobile or by some other means? 

Mr. Loncano. We went by train. 

Mr. Hauer. Went by train? 

Mr. LonGano. Yes. 

Mr. Hatuey. Did you pay your own expenses, or did he pay yours? 

Mr. Lonaano. Well, I guess we both. 

Mr. Hatiey. What do you mean? Did he pay some of your expenses? 

Mr. Loneano. That is right. 

Mr. Hauer. Did you pay any of his expenses? 

Mr. Loneano. No; I don’t think so. 

Mr. Hauiey. Where did you stop on your way to California, at what places? 

Mr. Loncano. I think at a home—I know a home the Two Black Crows had 
up there, the Two Black Crows rented it out. I think they call it that on the 
radio or something 

Senator Tospry. Moran and something? 

Mr. Hauuiey. Moran and Mack. 

Senator Topry. They were good, too. 

Mr. Loncano. It was their estate. It was in Newhawk, Calif. 

Mr. Hatter. Newhawk, Calif.? 

Mr. Loneano. That is right. 
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Mr. Hatuey. Did you make any stops before you got to California? 

Mr. Loncano. No. 

Mr. Hauuey. You didn’t stop anywhere? 

Mr. Loncano. No. 

Mr. Hatter. Did you make any stops on the way back? 

Mr. Loncano. No. 

Mr. Hatuiey. You just went straight out and came straight back? 

Mr. Loneano. I come back myself. 

Mr. Hauer. Did Willie stay there? 

Mr. Loncano. That is right. 

Mr. Hauuey. How long did you stay before you came back? 

Mr. Loncano. About a month, I guess it was. 

Mr. Hauueyr. Did you just vacation in California? 

Mr. Loncano. I rubbed him. You know his legs needed rubbing, and I used 
to rub for him. 

Mr. Hauury. You acted as sort of a trainer? 

Mr. Lonaano. Sort of a masseur. 

Mr. Hauuey. You were not the bodyguard, were you? 

Mr. Lonaano. No, sir. 


Mr. Hauuey. Did you make any stops yourself on the way back? 
Mr. Lonaano. No, sir. 


Mr. Hau.tey. Whom did you meet while you were out in California? Did you 
meet Jack Dragna? 

Mr. Loneano. I don’t think so. 

Mr. Hauuey. You did not? 

Mr. Lonaano. No. 

Mr. Hat.tey. Did you meet John Fischetti? 

Mr. Lonacano. No, sir. 

Mr. Hatter. Have you ever met either of those two? 

Mr. Loneano. I might have seen Jack Dragna, notforsure. I don’t remember 
names or faces. 

Mr. Hauiey. You don’t recall actually meeting him; is that right? 

Mr. Loneano. No. 

Mr. Hauiey. Do you know Mo Mo Adamo? 

Mr. Lonaano. No, sir; don’t know him. 

Mr. Hauiey. Did you meet Joe Sica? 

Mr. Loneano. No, sir. 

Mr. Hauuey. Do you know Joe Sica? 

Mr. Loneano. I don’t think so. 

Mr. Hauuiey. Do you know Vincent Mangano? 

Mr. Lonaano. No, sir. 

Mr. Hatuey. Of New York? 

Mr. Loncano. No, sir. 

Mr. Hater. Do you know Joseph Profaci? 

Mr. Loneano. No, sir. 

Mr. Hatuiey. Do you know Vito Genovese? 

Mr. Loncano. I think I met him once. I am not sure. 

Mr. Hauuiey. Where did you meet him? 

Mr. Loneano. I think at a wedding. 

Mr. Hauiey. At Willie Moretti’s daughter’s wedding? 

Mr. Lonaano. I think so. 

Mr. Hater. Do you know Albert Anastasia? 

Mr. Loneano. Yes; I know Albert. 

Mr. Hatuey. You do? 

Mr. Loneano. Yes. 

Mr. Hauuiey. How long have you known him? 

Mr. Loncano. Not long. 

Mr. Hauiey. Do you know Little Augie Pisano? 

Mr. Lonaano. Not to talk to. 

Mr. Hatter. Have you met him? 

Mr. Loneano. What? 

Mr. Hautuigey. You have met him? 

Mr. Lonaano. I have met him. 

Mr. Hatiey. Do you know Salvatore Moretti? 

Mr. Lonaano. I do. 

Mr. Hatiey. Do you know Jerry Catena? 

Mr. Loneano. I do. 
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Mr. Hauigey. Do you know Ralph Conte? 
Mr. Loneano. No. 
Mr. Hautuey. Do you know Joe Adonis? 
Mr. Loneano. I know Joe. 
Mr. Hatter. You know Joe? 
Mr. Lonaano. Yes. 
Mr. Hatuiey. How long have you known Joe? 
Mr. Loncano. Maybe, I should say, about 8 years, 8 or 9 years. 
Mr. Hatiey. Do you know Joe Massei? 
Mr. Loneano. No. 
Mr. Hatiey. Do you know Rocco Faschetti? 
Mr. Lonaano. No. 
Mr. Hauuey. Do you know Frank Milano? 
Mr. Loneano. No. 
Mr. Hauuey. Frank Costello? 
Mr. Loneano. Yes. 
Mr. Hatiey. How long have you known Frank Costello? 
Mr. Loneano. I think I was introduced to him at the wedding. 
\ Mr. Hatuiey. Do you know Charley Binaggio? 
Mr. Loncano. No. 
Mr. Hauuey. Did you ever meet him? 
Mr. Lonaano. No. . 
Mr. Hauer. Do you own an automobile? 
Mr. LonGANO. Yes. 
Mr. Hautuiey. What kind? 
Mr. Loneano. Cadillac. 
Mr. Hatuey. What model and what year? 
: Mr. Loneano. Forty-eight. 
Mr. Hauuey. Forty-eight? 
Mr. Loneano. Yes. 
Mr. Hatiey. What model? 
Mr. LonGcano. Sedan. 
Mr. Hauer. Does your wife own an automobile? 
Mr. Lonaano. She uses that. 
Mr. Hatuey. She uses that? 
Mr. Loncano. Yes. 
Mr. Hatter. Do you have any other automobile? 
Mr. Lonaano. No, sir. 
Mr. Hauiey. Have you ever used any other Cadillacs that do not belong to you? 
Mr. Lonaano. Yes. 
Mr. Hauiey. Whose cars do you use? 
Mr. Lonaano. I have a friend in the City Motors that have cars there I 
borrow once in a while. 
Mr. Haury. Gus Piscale? 
Mr. LonGano. Yes. 
Mr. Hauuey. Does he sometimes lend you a green Cadillac convertible? 
Mr. Loneano. That is right. 
Mr. Hauer. Any other Cadillac? 
Mr. LonGano. Yes; they have a Cadillac on the lot there I use a lot. 
Mr. Hatuey. What kind is that? 
Mr. Loneano. Cadillac Fleetwood. 
Mr. Hauiey. Fleetwood? 
Mr. LONGANO. Yes. 
Mr. Hauuey. Those two are both 1950’s, are they not? 
Mr. Loneano. No; I don’t think so. Yes; I think one is a ’50, and the other 
is a ’46 or something. 
Mr. Haury. Forty-six? 
Mr. Loneano. Yes; ’46 I guess it is. 
Mr. Hatuiey. Did you ever use James Cospido’s Cadillac? 
Mr. LonGANo. Yes, sir. 
Mr. Hatuey. I have been wondering why, if you care to say, you have need 
to borrow those automobiles when you own one of your own? 
Mr. Loneano. Well, my wife is very sickly and I don’t want to leave her with- 
out a car, and I leave the car with her most of the time. 
Mr. Hauuey. I do not think I have any other questions. 
i Senator Hunt. Senator Tobey? 
Senator Tospey. No questions. 
Senator Hunt. The witness is excused. 
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Mr. Sevser. May I address myself to Mr. Halley? 

Senator Torry. Just a minute. May I say for the record that in my denunci- 
ation of different communities into which we have gone and visited and which 
have showed up rather unfavorably, with criminal interests surrounding them, 
and lack of proper enforcement of law, I would not want to forget anyone. I 
mention the situation in St. Louis and Kansas City, which I visited. 

Mr. Sexiser. If I may with the Senator’s permission address Mr. Halley, I 
should like to purchase from the stenographer a complete record of the proceed- 
ings which have been had yesterday and today. 

Mr. Hauugy. They are open hearings and the record is available to anybody 
that wants to buy them. 

Mr. Seuser. I had assumed that was so, and may I here and now leave my 
order with the stenographer for a copy of the record. 

Mr. Hauuey. There is no restriction whatsoever on the purchase of the record 
of open hearings. 

Mr. Sextser. I do not intend to return, and I thought I might impose on the 
good nature of Mr. Halley. 

Mr. Hauiey. Just make your arrangements with the stenographer. 

Senator Hunt. I might say to the witness he understands he is still under 
subpena. 

Mr. Se.sEr. They all do, and that applies equally to Lynch. He understands 
his subpena continues. 5 

Senator Hunt. The next witness will be heard in executive session, so we will 
need to promptly clear the room, please. 

(Whereupon, the committee proceeded into executive session, at 4 p. m.) 
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The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Salvatore Moretti, 269 Spring- 
field Avenue, Hasbrouck Heights, N. J., and Demarest, N. J. The 
said subpena directed Salvatore Moretti to be and appear before the 
said committee forthwith at room 457, Senate Office Building, Wash- 
ington, D. C., then and there to testify touching matters of inquiry 
committed to said committee and not to depart without leave of said 
committee. The date of the subpena was the 11th day of September 
1950. Attendance pursuant to said subpena was had on December 
12, 1950, at which time the witness appeared. The subpena served 
upon said Salvatore Moretti is set forth as foilows: 


UniTep States oF AMERICA 
CONGRESS OF THE UNITED STATES 


To Satvatoge Moretti, 269 Springfield Avenue, Hasbrouck Heights, N. J., and 
Demarest, N. J., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of the 
Senate of the United States, forthwith, at 10 a. m., at their committeeroom 457, 
United States Senate Office Building, Washington, D. C., then and there to testify 
what you may know relative to the subject matters under consideration by said 
committee. To produce all books and records, including, journals, ledgers, invoices, 
bank statements, canceled checks, check-book stubs, safety-deposit-box receipts, 
vouchers, accountants’ work papers, financial statements, payroll-record credit 
reports, etc., 1940 to date of all your business connections and activities, 


S. Rept. 29, 82-1——_1 
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Hereof fail not, as you will answer your default under the pains and alti 
in such cases made and provided. r . Pee eee 


To Pat Murray and/or Thomas Myers to serve and return. 


Given under my hand, by order of the committee, this 11th day of September 
in the year of our Lord 1950. : r 


Estes Keravuver, 

Chairman, Commitiee To Investigate Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Thomas E. Myers, who was duly authorized to serve the 
said subpena. The return of the service by the said Thomas E. Myers 

being endorsed thereon is set. forth as follows: 

NOVEMBER 27, 1950. 

I made service of the within subpena by personal service on the within-named 


Salvatore Moretti, at Bergen County courthouse, Hackensack, N. J., at 10:40 
a.m., on the 27th day of November 1950. 


Tuomas E. Myers. 


The said Salvatore Moretti pursuant to said subpena and in com- 
pliance therewith appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty-first 
Congress, second session. Salvatore Moretti having appeared as a 
witness and having been asked questions, which questions were 
pertinent to the subject matter under inquiry, made answers as 
appeared in the record of the hearing on December 12, 1950, at Room 
457, Senate Office Building, Washington, D. C., which record is 
annexed hereto and made a part hereof and designated annex I. 

Asa result of said Salvatore Moretti’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con- 
cerning the matter committed to said committee in accordance with 
the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Salvatore Moretti 
pertinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was directed to appear and answer pertinent questions 
to the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

At the committee hearing in Washington, D. C., on December 12, 
1950, there was present a quorum of the committee, as set forth in 
the record annexed, consisting of the chairman and Senators Tobey 
and Wiley. . 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpecraLt ComMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457, Senate Office Building. There 
were present the chairman, Senator Kefauver, and Senators Tobey and Wiley. 
The chairman presented to the committee the minutes of said subcommittee 


meetings on December 12, 1950, held in room 457, Senate Office Building, 
Washington, D. C. 
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The chairman stated to the committee that the witness, Salvatore Moretti, 
repeatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout the chairman’s examination of said witness on December 12, 
1950, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, it 
was duly resolved that the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the District 
of Columbia to proceed against the said Salvatore Moretti in the manner and form 
provided by law. 


Estes Kerauver, Chairman. 





ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unirep States SENATE, 
SpecraL Commirree To INVESTIGATE 
OrGANIzED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Tuesday, December 12, 1950. 

The committee met, pursuant to call of the chairman, at 10:10 a. m., in room 
457 Senate Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Representative Louis B. Heller. 

Rudolph Halley, chief counsel, and Alfred M. Klein, assistant counsel. 

The CHarrRMAN. The committee will come to order. 

The CHarRMAN. Now, gentlemen, sit down. All right, Mr. Selser, where do 
you practice law? 

Mr. Sexser. I am practicing out of Hackensack. I am an attorney in the 
State of New Jersey, sir. 

The CuarrmMan. What is your address? 

Mr. Setser. 210 Main Street, Hackensack. 

The CuarrMAn. Go ahead. 

Mr. Setser. I represent Mr. Moretti in two proceedings presently pending, 
one in the State of New Jersey, and one in the State of New York. 

Presently, Mr. Moretti is under complaint in New Jersey awaiting action of 
the grand jury in that State in that county. His bail presently is $15,000, and we 
applied to the court in New Jersey for leave to depart the jurisdiction of the court, 
modifying the bail accordingly, so that we might appear before this committee 
today. 

I take it that there are certain inquiries to be made by this committee, answers 
to which may tend to incriminate this defendant, and he, on my advice, will 
exercise the privileges which are granted him under the fifth amendment to the 
Constitution, and refuse to answer such questions. 

I anticipate, too, that there may be some interrogation with regard to income- 
tax returns made. These returns, as I am informed, have been made available 
to this committee by some act of the President. 

With regard to these things or matters which were set up in such returns, I 
shall advise Mr. Moretti not to answer on the ground not only of self-incrimina- 
tion but, perhaps, on the ground, too, that it is not the function of this committee 
to inquire into matters relating to income-tax returns or liabilities. 

This committee, having been set up by resolution to inquire into crime in 
interstate commerce and not with regard to the violation of any income-tax 
obligations, I shall advise my client not to answer. 

Now, in the State of New York we are also under charges- 

The CuarrMan. Mr. Selser, let me get the matter of the charges clearly before 
us. Mr. Moretti is under complaint pending grand jury action—— 

Mr. Sevser. That is correct. 

The CHarrRMAN (continuing). In matters growing out of the alleged participa- 
tion in certain gambling activities in Bergen County, is that correct? 

Mr. Setser. The charge is a conspiracy to violate the antigambling laws of 
the State of New Jersey. 
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The Cuarrman. Do you have a copy of the complaint, sir? 

Mr. Seuser. I do not have it here, sir. 

The CuarrMan. Does it refer to the Bergen County matter about which this 
committee has made inquiry? 

Mr. Setser. I beg your pardon, sir? 

The CuarrMan. Does it refer to the activities in Bergen County about which 
this committee has made inquiry previously? 

Mr. Seuser. I presume so; I am not familiar with the nature of the inquiries 
up to this time made by the committee, but I am informed by the attorney gen- 
eral, who is prosecuting the matter in Bergen County, that he has been supplied 
by this committee with testimony given by various witnesses who appeared before 
the committee, and it is upon the basis of the testimony supplied to him by this 
committee that he is able to proceed with the prosecution in New Jersey this far. 

The Cuarrman. Is that Mr. Parsons or Mr. 

Mr. Seuser. Stamler. 

The Cuarrman. Stamler. 

Mr. Seuser. Stamler is the attorney general especially assigned. 

The CuarrmMan. And the New York complaint is what? 

Mr. Setser. The New York complaint is a conspiracy charging in the first 
count that Mr. Moretti, with certain others, did conspire to violate the gambling 
laws of the States other than New York, without in the information designating 
the States so involved; and that Mr. Moretti and the others named in the informa- 
tion induced residents of New York and other places to attend such institutions 
for the purpose of gambling therein. 

That matter is presently pending, a plea of not guilty having been made. 
Motions have been directed to the information as to its legal sufficiency, these 
motions presently pending before the court, and on this Mr. Moretti is presently 
released on $20,000 bail. 

The CuarrMan. Is that prosecution being carried on by Mr. Hogan’s office in 
New York? 

Rot SeusEer. Yes, sir. Mr. O’Connor is the assistant district attorney in 
charge. 

The Cuarrman. Vincent A. D. C. O’Connor? 

Mr. Seuser. I think that is his name, sir. 

The CuarrMan. Now the third matter that you raise is about the income-tax 
eee Has any internal revenue or tax case been pending against Mr. 
Moretti? 

Mr. Se.tser. Not to my knowledge, although I am informed—well, may I 
say this: I was informed, but not by any official communication from the Depart- 
ment of Revenue, that the matter of the return of Mr. Moretti is presently being 
investigated. This information came to me through a Mr. Smith who, I am told, 
is the person in charge of this and certain other investigations. 

The CuarrMan. Are there any other representations that you wish to make, 
Mr. Selser? 

Mr. Setser. No; I think not, sir. I think that covers my basic approach to the 

roblem. 
. The Caarrman. Well, Mr. Selser, we will proceed with the examination. 
You make such objections to questions that you wish, and the chairman, for the 
committee, will endeavor to rule on them as they come along. 

The general ruling of the Chair will be that Mr. Moretti has no privilege or 
immunity from answering questions that concern an alleged violation of the 
State law; if, in the opinion of the committee the committee feels that the question 
may violate his rights under the fifth amendment with reference to some Federal 
matter, the committee will direct Mr. Moretti not to answer such question. But 
we have, as you know, been anxious to talk with Mr. Moretti about matters over 
which this committee has jurisdiction, so we will have to proceed, and you make 
such objection to the questions as you desire. 

Mr. Sretser. There will be opportunity for conference with Mr. Moretti, which 
will be allowed if the need should develop? 

The CHAIRMAN. Yes; if it does not take too long. 

Mr. Serser. Yes; if we do not make it too long. I think Mr. Moretti and I 
should be able to reach a quick decision. 

The CuarrMAN. All right, Mr. Halley. 

Mr. Hatiey. What is your full name? 

Mr. Moretti. Salvatore Moretti. 

Mr. Hatuey. Where do you live? 

Mr. Moretti. In Demarest, N. J. 
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or 


Mr. Hatuiey. What is the street address? 

Mr. Morerri. Pardon. 

Mr. Hauuey. What is the full address? 

Mr. Moretti. Hillside Avenue, Demarest, N. J. 

Mr. Hatiey. When and where were you born? 

Mr. Morerttr. I was born in New York City in 1903. 

Mr. Hatiey. Were you ever convicted of a crime? 

Mr. SeuseEr. I object to that. I do not see that the record of Mr. Moretti can 
possibly bear upon the subject matter of this Senate committee’s investigation. 

The CuarrMAN. Objection will be overruled. Mr. Moretti will be directed to 
answer the question. 

Mr. Moretti. Well, I have been convicted; yes. 

Mr. Hauuiey. When and where and of what offense? 

Mr. Morerrtr. I am sorry; I don’t have the records; I can’t answer that ques- 
tion. 

Mr. Hatuiey. You remember having been convicted of a crime? 

Mr. Morerti. Yes; I do. 

Mr. Hauuey. In what State? 

Mr. Moretti. In New York State. 

Mr. Hauiey. What was the offense? 

Mr. Morertr. Well, I don’t remember. 

Mr. Hauury. Can’t you even remember the offense? 

Mr. Moretti. No; 1 am sorry; I don’t. I admit that I have been convicted. 
You asked that question. 

Mr. Hatter. How many times did you say you had been convicted? 

Mr. Moretti. A few times of minor offenses, so minor that I can’t remember 
what.the occasion was. 

Mr. Hauxey. Did you ever go to jail? 

Mr. Morertr. Yes; I went to jail. 

Mr. Hauuey. For how long? 

Mr. Sexuser. I object to this line of questioning. I cannot see how this pos- 
sibly 

The CuarrMan. Objection is overruled, Mr. Selser. 

Mr. Seuser. I don’t see how this can bear 

The CuarrMan. Well, Mr. Selser, it is apparent to us that you are not familiar 
with the resolution or with the background of what we want to ask Mr. Moretti 
about. 

Mr. Seuser. I think I am familiar with the resolution, sir. 

The CHarRMAN. Anyway, your objection, sir, is overruled. We are glad to 
have you appear, and we will try to see that the rights of your client are reason- 
ably protected. You make your objections, and the chairman will rule upon them. 
The question of Mr. Halley is a proper question, and Mr. Moretti is directed to 
answer it. 

Mr. Sevser. You may. 

Mi. Hauuey. Will you repeat the question, Mr. Stenographer? 

(The question was read by the reporter.) 

Mr. Moretti, I believe it was a 6 months’ sentence. 

Mr. Hauiey. That was in 1933? 

Mr. Morertr. It might have been; I can’t remember that far back. 

Mr. Hauuey. For contempt of court, was it not? 

Mr. Moretti. Well, I can’t say; I don’t remember what the charges were. I 
do remember serving time, as | said. 

Mr. Hautugey. That was in New York, is that right? 

Mr. Moretti. Yes. 

Mr. Hauuey. Were you ever convicted of any other crime? 

Mr. Moretti. Pardon? 

Mr. Hauuey. Have you ever been convicted of any other crime? 

Mr. Morertr. No; not that I remember. 

Mr. Hatuiey. Were you ever convicted of running a lottery? 

Mr. Moretti. No, sir; I was not. 

Mr. Hauuey. Were you not convicted of participating in a numbers racket in 
New Jersey? 

Mr. Moretti. I was not: I beg to differ with you; I was not. 

If you read—if you have the information in front of you, you will see it is entirely 
different, as I don’t remember ever being arrested for lottery. 

Mr. Hautuiey. How do you remember it? 

Mr. Moretti. I don’t remember being arrested for a lottery, as you point out. 
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Mr. Hatuey. What were you arrested for? 

Mr. Morertt. I don’t remember. 

Mr. Hauiey. Weren’t you arrested for aiding and abetting lotteries? 

Mr. Morertt. I am sorry; I don’t remember that. 

Mr. Hauuey. And convicted in 1934 in New Jersey, with your brother? 

M:. Moretti. I can’t remember that, sir; I am sorry, I can’t remember that. 

Mr. Hatuey. Didn’t you get a suspended sentence? 

Mr. Moretti. Yes; I remember getting a suspended sentence, but I don’t 
remember what it was for. It was for no lottery, as you point out. 

Mr. Haier. Well, you were in the numbers racket at that time, were you not? 

Mr. Morerttt. I was not, sir. 

Mr. Hatuiey. You must have gotten arrested and convicted for something. 

Mr. Morerti. Yes; I remember. 

Mr. Setser. I object to that. 

Mr. Morertt. Yes, sir; I 

Mr. Hattey. Whot was it? 

Mr. Sextser. It is not a question; it is a statement by counsel. 

The CHarrMan. He asked what he was arrested and convicted for. 

Mr. Sevtser. And then counsel said, ‘“‘You must have been arrested for some- 
thing,” which certainly is not a question. 

The CuarrMan. Well, Mr. Selser, he said he remembered getting a suspended 
sentence, so he is asking him what it was for. 

Mr. SELser. May we identify the place where this was done? Perhaps it was 
a Passaic County matter, which I think I know about. 

The CHarrMan. Well, we are not asking you to testify at this time. 

Mr. Setser. I appreciate that, but I think there should be some certainty as 
to the place or time. 

The CHarrmMan. Mr. Selser, you are here as a guest of the committee. We 
want to give your client an opportunity of having counsel, but have your seat, 
and your objection will be overruled. Mr. Moretti will answer. The question 
is, Of what were you convicted the time when you got a suspended sentence? 

Mr. Morerti. Senator, if I don’t remember, and if the gentleman has it there 
on record, he certainly knows the answer, where I don’t. 

Mr. Hatuuey. Let’s see if your counsel can refresh your recollection. This was 
in Passaic County in 1934. Perhaps your counsel can refresh your recollection. 

Mr. Morerti. Will you repeat that again, please? 

Mr. Hauuey. Passaic County in 1934. 

Mr. Morerti. Passaic County in 1934? I know I have got a suspended 
sentence, more or less around that time, after I got through serving my time in 
New York, as I have admitted, but I don’t remember the specific charges. I 
was taken out of jail in New York and I was brought in to jail into Passaic 
County, and in a matter of days this charge was suspended against me. 

Now, whatever the charges were, I don’t remember. 

The CuarrMan. What does the record show? 

Mr. Hatiey. The record shows aiding and abetting a lottery, and those are 
the FBI records. If you or your counsel can clarify that, I am sure the com- 
mittee would be happy to hear any explanation or any clarification. 

Mr. Moretti. Well, suppose we take—suppose you answer the question 
yourself. It may not be proper, but I don’t remember; I can’t tell you when 

don’t remember, can I? 

Mr. Hauuey. I think we will have to stand on the record. 

Mr. Morertt. I don’t want you to put me in a position where you want 
me to--— 

Mr. Hatiey. You were convicted, but you can’t remember what for? 

Mr. Morerrr. Yes; I admit that. 

Mr. Hatuey. Did you ever know anybody by the name of Golden? 

Mr. Morerti. By the name of what? 

Mr. Hauuey. Golden, G-o-l-d-e-n? 

Mr. Morertt. Yes; I do. 

Mr. Hauiey. There are two brothers by that name; is that right? 

Mr. Morertrt. I believe there is; yes. 

Mr. Hautuny. How long have you known them? 

Mr. Morertt1. Oh, I have known them for a good many years, sir. 

Mr. Hatiey. What business are they in? 

Mr. Morerti. What business are they in? 

Mr. Haury. Yes. 

Mr. Morertt. I know they were in the laundry business. 
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Mr. Hauuipy. Were they ever in the numbers racket? 

Mr. Morerttr. I am sorry, I don’t know. 

Mr. Hatuiey. Have you ever heard of them being in the numbers racket? 

Mr. Morerti. No; I never heard of that. 

Mr. Hauugy. Weren’t you in the numbers racket with the two Golden brothers 
in 1933 and 1934? 

Mr. Morerti. We are going back to the same questions, sir; you just answered 
that. 

The CyarrMan. Well, the question is, were you, Mr. Moretti? 

Mr. Morerti. Definitely not, sir. 

Mr. Hatuey. Did you ever hear of a man named Frank Pfahler? 

Mr. Morertr. Frank Pfahler, yes. 

Mr. Hauuey. He operates a night club in Passaic. 

Mr. Morpertr. I believe he does. 

Mr. Hatuey: Do you know Big John Profito? 

Mr, Morerti. Who? 

Mr. Hauuxny. Big Jim Profito? 

Mr. Morertt, Yes; I know him. 

Mr. Hauer. How long have you known him? 

Mr. Morertt. I have known him for years. 

Mr. Hauuey. Weren’t you indicted with Pfahler and Profito in 1934, and your 
brother? 

Mr. Moretti. I am sorry I can’t answer that because I don’t know, as I have 
answered previously, sir. 

Mr. Hauiey. You were all in court on one case, don’t you recall it? 

Mr. Morerti. Well, I don’t recall, as I have told you previously, I had just 
come out of New York jail and brought into Jersey jail. I wasn’t familiar with 
the developments or the happenings, which you have the record of, and which I 
readily admit whatever the record discloses, I admit to. 

Mr. Hauiey. Well, the record discloses, aiding and abetting lotteries. Is that 
what you admit to? 

Mr. Morertt. Well, I am afraid to if that is the charges on the chart. 

Mr. Hatury. That is what you were convicted of, is that right? 

Mr. Morertr. I suppose so. 

Mr. Hatuey. Is it not a fact that you were convicted at that time, together 
with your brother and Pfahler and Profito and Harry Cula? 

Mr. Morerti. I am not saying that it isn’t or it is. 

Mr. Hauigy. Were you ever in business with Pfahler? 

Mr. Morertt. No, sir. 

Mr. Hauuey. Were you ever in business with Profito? 

Mr. Morerrt. No, sir. 

Mr. Hauupy. Were you ever in business with Harry Cula? 

Mr. Morertt. No, sir. 

Mr. Hauupy. At no time? 

Mr. Morertr. At no time. 

Mr. Hauiey. Were you ever in any gambling business? 

Mr. Sexser. I object to that. I think the times and places should be spe- 
cifically stated, and the generalization by counsel is improper, unfair. 

The CHartrMAN. Well, Mr. Selser, he would know whether he has been or not. 

Mr. Setssr. I advise my client not to answer the question on the ground that 
it may tend to incriminate him. 

The CHarrMAN. You are directed to answer the question, Mr. Moretti. 

Mr. Morertt. I take advice of counsel and answer the same as the counselor 
has, the ground that it may incriminate me; I refuse to answer that question, sir. 

The CuarrMan. Very well, sir. 

Mr. Hauuey. Before the year 1935 did you ever participate in a lottery in the 
State of New Jersey? 

Mr. Morertr. I have never participated in any lottery in any State. 

Mr. Hatuey. Have you ever participated before the year 1935 in any gambling 
business in the State of New Jersey? 

Mr. Setser. I direct my witness not to answer that question on the ground 

Mr. Morettt. I cannot answer that; it is the same as before. I can’t answer 
Ce epee that I don’t know that you are referring to. I have constitutional 
rights. 

The CHarrMaNn. Just a minute, Mr. Moretti. Of course, the reason the ques- 
tion was asked before 1935 was that any statute of limitations would have run 
on any offense prior to that. 
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Mr. Setser. May I most respectfully dispute the Senator’s idea of the law? 

The CuarrMan. Any way, the witness will be directed to answer, and he can 
answer or not, as he wishes. 

Mr. Sevser. May I make this statement in advance of his answer, on my 
advice: A conspiracy, sir, is not barred by the statute of limitations though it 
be originated longer than 2 years ago, if an overt act under that conspiracy has 
been had within 2 years of the day of a complaint or information and, therefore, 
the Senator’s statement of the law is, in my judgment, erroneous. 

I advise my client not to answer. 

The CHarrMan. I know of no Federal law upon which any gambling activity 
—_ to.1935 in which the statute would have run; that is what we are concerned 
with. 

Mr. Setser. I most respectfully differ. 

The Cuarrman. Anyway, the objection is overruled, and you are requested to 
answer. 

Mr. Morerttrt. I am sorry, I will not answer that on advice of counsel, just as 


he explained. After all, he is a lawyer, sir, and I am not, and if we have a lawyer’ 


here we have to take his advice on certain matters. 

The CuarrMan. All right, proceed. 

Mr. Hautigey. Do you know Pete Laplaca? 

Mr. Morerti. Yes; I do. 

Mr. Hatuey. Do you know Joe Laplaca? 

Mr. Moretti. Yes; I know Joe Laplaca. 

Mr. Hauuey. Have they ever been in your home? 

Mr. Moretti. They have been in my home; Pete Laplaca has; I don’t know 
peaieat Joe Laplaca has. I mean I don’t know him that well to say he has or he 

asn’t, 

Mr. Hatuey. Have the Golden brothers ever been in your home? 

Mr. Morerti. The Golden brothers, yes, they have been in my home. I have 
known them for years, sir. 

Mr. Hauiey. Were they in your home in the month of August 1950? 

Mr. Morertt. Pardon? , 

Mr. Hauiey. Were they in your home together in the month of August 1950? 

Mr. Morertt. I’m sorry, I don’t remember. I can’t answer that truthfully 
because I don’t remember. 

Mr. Hauuey. Well, I will ask you specifically on an afternoon during the 
month of August 1950, was there a meeting in your home at Hasbrouck Heights, 
N. J., attended by yourself, your brother, Pete Laplaca, Joe Laplaca, the two 
Golden brothers, and others? 

Mr. Morertt. I am sorry, but that there positively could not have happened 
at any time, whether it was in August 1950, or in August 1930. 

Mr. Hatuey. Would you explain why it could not have happened? 

Mr. Morertr. It could never have happened. 

Mr. Hauiey. Why could it not? 

Mr. Morerti. Because something like that would be fresh in anyone’s mind, 
even in my mind. 

Mr. Hautitey. What you mean is that it did not happen; is that what you are 
trying to say? 

Ir. Moretti. It did not happen; that is right, sir. 

Mr. Hautey. It could have happened. 

Mr. Moretti. No, sir. 

Mr. Hauueny. Well, these people are all alive. : : 

Mr. Moretti. People are alive, certainly, so are we. We are alive today, if 
that is what you mean. : i 

Mr. Hatiey. And they could have been in your home and you are just saying 
that they were not; is that right? 

Mr. Moretti. That is right; that is what I am saying. \ 

Mr. Hauuey. Do you recall reading the newspapeis or hearing about this 
subpena serving—that this committee was serving subpenas on people who were 
conducting gambling in an aircraft plant in the State of New Jersey? 

Mr. Sesser. I object to that. 

Mr. Moretti. I don’t read papers. 

Mr. Setser. Just a moment. 

The CuarrMaNn. That is a proper question, Mr. Selser. 

Mr. Setser. What possible bearing ; 

The CuarrMan. You may not know the connection, but it is a proper question. 
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Mr. Seuser. That he read in newspapers—and are newspapers supposed to be 
stating 

The CuarrMan. Mr. Selser, I have overruled your objection. 

Mr. Sevser. I am sorry, sir. 

Mr. Moretti. Answering the question, I am not a reader; my eyes are bad, 
which you can see I am wearing glasses, and I don’t read the papers. 

Mr. Haier. Do you remember ever hearing that this committee was subpena- 
ing witnesses about gambling in an aircraft company in New Jersey? 

r. Morerti. No; I don’t remember ever hearing such a thing. 

Mr. Hatxiey. Do you remember ever telling anybody to get out of sight and 
take a vacation so they would not be called upon as witnesses before this Senate 
committee? 

Mr. Moretti. I don’t remember every saying anything like that, never 
remember hearing anyone saying any such thing. 

Mr. Hauer. Do you remember hearing your brother saying any such thing? 

Mr. Moret. I do not, sir. 
war Specifically, do you remember your brother saying it to Johnny 

a 

Mr. Moretti. Definitely not; I don’t remember ever bearing anyone saying 
anything like that. 

fr. Hatitey. Do you know Johhny Walsh? 

Mr. Moretti. Yes, sir; I definitely do. 

Mr. Haury. Has he ever been in your home? 

Mr. Moretti. Yes; he has been in my home. 

Mr. Hauuey. Was he in your home in the month of August 1950? 

Mr. Morettr. I don’t remember, sir. 

Mr. Hauuey. Was he in your home this summer? 

Mr. Morertt. Yes; he has been in my home this summer. 

Mr. Haury. Was he ever at your home during the afternoon? 

Mr. Morerttr. I don’t remember. 

Mr. Ha.tey. It is possible? 

Mr. Morertt. It is possible; yes. 

Mr. Hauuey. That could happen? 

Mr. Moretti. Anything could have happened. 

Mr. Hatiey. Do you remember whether or not at the meeting during the 
month of August on an afternoon at your home, with your brother, the Laplacas, 
the Golden brothers, Robert Neely, and Johnny Walsh, your brother told Johnny 
Walsh or anyone else that he should give $2,500 to each and every person who 
might be called upon to testify before the Senate committee about gambling and 
to take a vacation and stay out of sight? 

Mr. Morerrr. That sounds so ridiculous, sir, I have to answer that by saying 
it is impossible; nothing like that could ever happen. 

Mr. Hatuiey. Where were you during the month of October and the month of 
November 1950? 

Mr. Moretti. October and November 1950? I took a little trip for myself, sir. 

Mr. Hautey. Did that little trip have anything to do with your having heard 
that this committee was serving subpenas? 

Mr. Morettt. I am here, ain’t I? 

Mr. Haury. You are here after the heat got so hot that you had to—— 

Mr. Moretti. What heat? It’s cold weather outside. It is not hot out there; 
it is cold weather. What heat are you referring to? 

Mr. Sesser. I object. 

The CuarrMan. Have a seat, Mr. Selser; we are trying to find out why it was 
not possible to find Mr. Moretti earlier, so this isa proper inquiry. Your objection 
will be overruled. 

Mr. Serser. Well, I certainly object to the form of the presentation by counsel. 

Mr. Morertt. I don’t know of any heat. 

Mr. Seuser. I do not think this is a forum for arguments between counsel and 
the witness. 

The CuHarrMaNn. Well, in an inquiry of this sort, this is not a court proceeding; 
we do not go on technical rules. We are trying to find out why he left the State 
or where he went to, and what the reason for it was, so you sit down, Mr. Selser, 
and we will get along. 

Mr. Setser. I will advise my client not to answer the question on the ground 
that apparently it is an attempt to get from this man a statement out of which a 
prosecution against the man may be had by the committee, and I direct him not 
to answer the question. 
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The CuarrMan.. Read the last question. 

Mr. Hatuey. May I reframe the question? 

The Cuareman. Certainly. 

Mr. Hauuey. Will you state to the committee where you were between October 
1 and October 15, 1950? 

Mr. Moretti. I cannot—— 

Mr. Hatter. What State? 

Mr. Morertt. I can’t answer that; I can’t remember where I have been. 
I don’t keep track of where I travel. 

Mr. Hauuiey. Mr. Chairman, may I advise the witness that this committee has 
in previous cases taken the position that a statement that a witness doés not 
remember when the statement is obviously on its face unbelievable, will be 
treated by the committee as perjurious. 

Now, Mr. Moretti 

Mr. Morerttt. Yes. 

Mr. Hauuey (continuing). Did you leave the State of New Jersey during the _ 
first 2 weeks of October 1950? 

Mr. Morertr. Pardon me. 

(There was a conference between witness and counsel.) 

Mr. Moretti. I was in Jersey in October; I was home in October. 

Mr. Haury. Do you recall investigators for this committee coming to your 
home and attempting to serve subpenas? 

Mr. Moretti. No, sir; I don’t recall that. 

Mr. Hautiey. Do you remember investigators for this committee going to the 
door of your house and trying to gain entrance? 

Mr. Moretti. Not to my house; no, sir. 

Mr. Hautuey. Were you in your own house? 

Mr. Moretti. Yes, sir. 

Mr. Hauuey. And it is your contention that investigators of this committee 
made no effort to find you at your house? 

Mr. Sexser. I object to that. How can he know, sir? I object to the question. 

The CHarRMAN. Let us see whether he knows or not, Mr. Selser. You tell us 
what you know. 

Mr. Seuser. Answer you don’t know. 

Mr. Moretti. You see, I have moved from one home to another, and you may 
be confused or I might be confused with the dates, just as I have said before. 

Mr. Hauuey. When did you move? 

Mr. Moretti. I moved in the latter part of this p- 

Mr. Hauiey. Well; the latter part of which year 

Mr. Morertr. This year, 1950. 

Mr. Hauiey. How long ago? We are still in the latter part of this year. 

Mr. Morerttr. Yes; that is 2 or 3 months ago. 

Mr. Hauiey. You moved 2 or 3 months ago? 

Mr. Morettt. Yes, sir. 

Mr. Hauiey. From what address to what address? 

Mr. Moretti. From 269 Springfield Avenue in Hasbrouck Heights, to Dema- 
rest, N. J. 

Mr. Hatuiey. Demarest, N. J.? 

Mr. Moretti. That is right. 

Mr. Hatiey. What have you done with the house in Hasbrouck Heights? 

Mr. Moretti. The house in Hasbrouck Heights was sold last month. 

Mr. Hauiey. To whom was it sold? 

Mr. Moretti. To Pascal. 

Mr, Hatiey. What is the first name? 

Mr. Morertt. I am sorry, I don’t remember the first name. 

Mr. Hauuey. Did you leave a forwarding address at the post office when you 
moved to Demarest, x. at 

Mr. Moretti. We don’t have a post office in Hasbrouck Heights. 

Mr. Hauuiey. Do you have a post office in Demarest? 

Mr. Morerti. Yes, we do. 

Mr. Haier. Do you receive mail in Demarest? 

Mr. Morerti. Yes. Just Demarest, N. J., that is all. 

Mr. Hauiey. Did you receive mail at Hasbrouck Heights? 

Mr. Morerti. Yes. 

Mr. Hauuey. Well, how was it addressed to you? 

Mr. Moretti. Whatever mail was addressed to Hasbrouck Heights when I 
would go there, I would pick it up. 
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Mr. Hatter. And you made no effort to have your mail forwarded to Demarest? 

Mr. Morertt. No; didn’t make no efforts for the simple reason is the furniture 
and everything else was still in the home. The home was still being occupied by 
me. 

Mr. Hatuiey. During the whole month of October? 

Mr. Morertr. Only I didn’t live there. 

Mr. Hauuey. During the whole month of October? 

Mr. Morerttr. Yes, I believe so. 

Mr. HatiEy. Now, when you moved to Demarest did you buy the house in 
Demarest? 

Mr. Morerrtt. Yes. 

Mr. Hautugey. When did you purchase it? 

Mr. Morertr. I purchased that last year. 

Mr. Hatuiey. What time last year are you referring to? 

Mr. Moretti. The early part of last year, I suppose. 

Mr. Hauuey. The early part of 1949? 

Mr. Moretti. Yes. 

Mr. Hatter. Was it empty until October of this year? 

Mr. Moretti. No; it was not empty, exactly. 

Mr. Hatiey. Who was living in it? 

Mr. Moretti. I was; I moved back and forth. 

Mr. Hatiey. You mean you lived in both places? 

Mr. Morertr. That is right. 

Mr. Hatiey. And starting in the early part of October of th year vou closed 
up the Hasbrouck Heights house; is that right? 

Mr. Morertr. Yes; that is right. 

Mr. Hatuey. Locked the doors? 

Mr. Morettr. Yes. 

Mr. Hauuey. Pulled down the shades? 

Mr. Morerrr. Yes. 

Mr. Hatuey. And went to. Demarest; is that right? 

Mr. Moretti. That is right. 

Mr. Hattry. And you stayed in Demarest throughout the first 2 weeks of 
October 1950? 

Mr. Morerttr. I believe so; yes. 

Mr. Hauuey. Did you know that this committee was trying to serve a subpena 
upon you? 

Mr. Morettr. No, sir; I did not. 

Mr. Hatiey. Do you know that the committee had asked your brother and 
your brother’s wife and all of your associates where you could be found? 

Mr. Moretti. No; I don’t. 

Mr. Hattey. Is it not a fact that you moved to Demarest and closed up the 
Hasbrouck Heights house in an effort to avoid service of this committee? 

Mr. Morerttt. It is not so, sir. 

Mr. Hatuey. Did you go out of the State of New Jersey during the second 
2 weeks of October 1950? 

Mr. Moretti. Well, I stayed in New York for a while, if that is what you mean. 

Mr. Hauutey. Where in New York? 

Mr. Morettr. Let’s see—I went over and I stayed with my brother’s family— 
that is, my brother-in-law. 

Mr. Hauuiey. What is his name? 

Mr. Moretti. His name is Marino. 

Mr. Hatiey. What is his full name, please? 

Mr. Morertr. Anthony Marino. 

Mr. Hatter. Where does he live? 

Mr. Morertr. He lives in the Bronx. 

Mr. Hatter. May we have the address? 

Mr. Moretti. Yes; 2916 Dudley Avenue, Bronx, N. Y. 

Mr. Hauer. And you stayed at his home? 

Mr. Moretti. Yes; stayed there for a few days and came back home again. 

Mr. Haury. How long did you stay there? 

Mr. Morertr. A few days; I said a few days. 

Mr. Hater. Did you go anywhere else during the latter part of October 1950? 

Mr. Moretti. No, sir; I did not. 

Mr. Hatuey. Did you go to any of your places of business during the first 2 
weeks of October of 1950? 

Mr. Moretti. My places of business? 
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Mr. Hauuzy. Yes. 

Mr. Morertt. I have no business. I don’t know what you are referring to. 

Mr. Hauer. You have no business? 

Mr. Morertt. I don’t know what you are referring to, sir. 

Mr. Hauuey. Well, do you have any business? 

Mr. Moretti. No; I don’t. 

Mr. Haury. Have you ever had any business? 

Mr. Morerrt1. Yes: 1 have had businesses. 

Mr. Hauiey. When did you last have a business? 

Mr. Morertt. Oh, this is some time ago. 

Mr. Hauuey. A matter of years? 

Mr. Morertt. Yes, a matter of years, a matter of 2 or 3 years. 

Mr. Hatter. How many years? 

Mr. Moretti. Two or three years. 

Mr. Hatuey. Two or three years? 

Mr. Moretti. That is right. 

Mr. Hatiey. What was the last business in which you engaged? 

Mr. Moretti. The last business I was engaged in was in the textile business. 

Mr. Hautiey. Where and under what name? 

Mr. Moretti. The Electrosol Dyeing—dyeing business. 

Mr. Hater. Where was that located? 

Mr. Morerrtt. That was located in Paterson, N. J. 

Mr. Hauuiey. Did you have any associates in that business? 

Mr. Morerrtt. Yes; I had associates. 

Mr. Hatiey. Who were they? 

Mr. Moretti. I will have to refer to records, names—I don’t remember too well. 

Mr. Hauuiey. How long were you in that business? 

Mr. Morerri1; Around 6 months more or less. 

Mr. Hauuey. Did it fail or did you sell out? How did you leave it? 

Mr. Moretti. No; I sold out. 

Mr. Hauuiey. You sold out? 

Mr. Morertr, That is right. 

Mr. Hatiey. What other businesses have you been in during the last 5 years? 

Mr. Sexsmr. I object to that question, and direct my witness, my client, not 
to answer on the ground that it may tend to incriminate him. 

The CuarrMAN. You are directed to answer, Mr. Moretti. 

Mr. Morerti. What other business? 

The CuarkMan. What other businesses have you been in in the last 5 years? 

Mr. Moretti. I am sorry, sir, I will have to take advice of counsel, and refuse 
to answer the question on grounds it may incriminate me. 

Mr. Hazy. What other legitimate businesses have you been in in the last 
5 years? 

Mr. Seuser. I object to it on the same grounds, and direct the witness not 
to answer. 

The CHarkMAN. You are directed to answer, Mr. Moretti. 

Mr. Morertti. I am sorry, I have to take the same position, sir. 

Mr. Hauuiey. Was the textile business you have just described a legitimate 
business? 

Mr. Sexser. I object to that and direct the witness not to answer. 

The CuarrMan. You are directed to answer, Mr. Moretti. 

Mr. Moretti. How can I answer a question of that kind, sir? 

The CuatrMan. Well, you can either take the counsel of your lawyer 

Mr. Moretti. Yes; I take the advice of counsel; I cannot answer that question. 


Mr. Hatuey. Do you know the difference between a legitimate business and 
an illegitimate business? 


Mr. Moretti. I don’t, I am sorry, I don’t. 

Mr. Sesser. I object—all right. 

Mr. Hatter. You do not know? 

Mr. Morertt. Will you explain it to me? 

Mr. Hautuey. Were you ever in a linen supply business? 

Mr. Moretti. No, sir; I never have been. 

Mr. Hatter. Were you ever connected with the U. S. Linen Supply Co.? 
Mr. Moretti. I have been connected, yes; I have been connected with them. 
Mr. Hatiey. What was the nature of your connection? 


Mr. Moretti. Nature of my connection? The nature was to try and get 
customers. 


Mr. Hatiey. How long were you connected with them? 
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Mr. Moret. Oh, not very long. 

The CuarrMANn. How long? One year or two years? 

Mr. Morertt. About a year, sir; I don’t remember. 

r. HALLEY. Would you say about 3 years? 

Mr. Moretti. I don’t remember; I am sorry I cannot answer that’ question. 

Mr. Hauuey. Can I refresh your recollection? Was it in 1944, 1945, and 1946? 

Mr. Moretti. It might have been. 

Mr. Hauuey. Was your brother connected with that business, too? 

Mr. Morertt. Pardon? 

Mr. Hauiey. Was your brother also connected with that business? 

Mr. Moretti. With the U. S. Linen, sir? 

Mr. Hauuey. Yes. 

Mr. Morett1. Yes, he is; he still is connected with it, as far as I know. 

Mr. Hatter. That is a laundry service, is that right? 

Mr. Moretttr. That is right. 

Mr. Hauuey. And cleaning? 

Mr. Moretti. Laundry service. 

Mr. Hautiey. And you were, in effect, a salesman for them? 

Mr. Moretti. Yes; more or less in that capacity. 

Mr. Hatiey. Have you had any other connections with any other businesses 
in the last 5 years? 

Mr. Moretti. I am sorry, I cannot answer that question. 

Mr. Hatigy. Have you had any other connections of any nature with any 
legitimate businesses in the last 5 years? 

Mr. Moretti. I am sorry I cannot answer that question, sir. 

Mr. Hatiey. Now, were you ever connected with the B. & T. Trading Co.? 

Mr. Moretrtt. I am sorry, I can’t answer that question either. 

Mr. Hauuey. May I ask the chairman to direct an answer to that question? 

The CuarnMan. You are directed to answer were you ever connected with the 
B. & T. Trading Co. 

Mr. Morettr. On the advice of counsel, sir, I am sorry, I cannot answer that 
question for fear it would incriminate me. 

Mr. Hautuey. Were you ever connected with the L. & C. Amusement Co.? 

Mr. Moretrtt. I have to give you the same answer, sir. 

The CuarrMan. You are directed to answer. 

Mr. Moretrtr. I refuse on the advice of counsel on the ground that it may 
incriminate me, sir. 

Mr. Hauiey. Were you ever connected with the G. & R. Trading Co.? 

Mr. Moretti. The same answer, sir. 

The CuarrMan. You are directed to answer. 

Mr. Moretti. The same answer, on advice of counsel. 

Mr. Hatuey. Were you ever connected with the Pal Trading Co.? 

Mr. Moretti. The same answer, sir. 

The CuarrMan. You are directed to answer. 

Mr. Moret. I refuse on the ground that it may incriminate me. 

Mr. Hattey. Is it not a fact that from July of 1949 to January of 1950 you 
had a 35-percent interest in the General Trading Co.? 

Mr. Morettt. I refuse to answer the question on grounds that it may in- 
criminate me, sir. 

The CuarrMan. You are directed to answer. 

Mr. Morerrtt. I refuse, sir, on the same grounds. 

Mr. Hauuey. do you know Josepli Doto? 

Mr. Moretti. Yes, I do. 

Mr. Hauiey. Were you ever in business with him? 

Mr. Morerrtt. I refuse to answer on the ground it may incriminate me, sir. 

The CuarrMan. You are directed to answer. 

Mr. Morettt. I refuse on the same grounds. 

Mr. Hater. Do you know Anthony Guarini? 

Mr. Morertt. Yes; I do, sir. 

Mr. Hauer. How long have you known him? 

Mr. Moretti. A good many years, sir. 

Mr. Hauer. Were you ever in business with him? 

Mr. Moretti. I refuse to answer on the ground it may incriminate me. 

The CuarrMan. You are directed to answer. 

Mr. Morertt. I refuse on the same grounds, sir. 

Mr. Hatter. Do you know James Lynch? 

Mr. Morertt. Yes, sir; I do. 

Mr. Hauuey, Did you ever have any business relations with him? 
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Mr. Morertt. I refuse to answer on the same grounds. 
The CuarrMan. You are directed to answer. 
r. Moretti. I refuse to answer on the ground it may incriminate me. 

Mr. Hautiey. Do you know Arthur Longano? 

Mr. Morerti. Yes, sir; I do. 

Mr. Hatiey. Have you had any business relations with him? 

Mr. Morertt. I refuse to answer on the same grounds, sir. 

The CHarrMAN. You will be directed to answer. 

Mr. Morertt. I refuse to answer on the ground it may incriminate me. 

Mr. Hauiey. Do you know Gerald Catena? 

Mr. Morertt. I do, sir. 

Mr. Hauiey. How long have you known Gerald Catena? 

Mr. Morertt. I have known Mr. Catena for some time. 

Mr. Hatter. Have you ever had any business relationship with him? 

Mr. Morertt. I refuse to answer on the same, sir. 

The CuarrMAN. You are directed to answer that question. 

Mr. Moretti. I refuse to answer on the grounds that it may incriminate me. 

Mr. Hauusgy. Is it not a fact that between April of 1945 and April of 1946 you 
received $38,290.70 from the G. & R. Trading b0.2 

Mr. Morertt. I refuse to answer, sir, on the ground it may incriminate me. 

The CHarrMan. You will be directed to answer whether you received that 
amount or any other amount from G. & R. Trading Co. 

Mr. Moretti. I refuse to answer on the grounds it may incriminate me. 

Mr. Hatiey. Do you know an accountant named I. George Goldstein? 

Mr. Morertr. I have heard of him, yes; I know him slightly. 

Mr. Hauuey. Has he ever filed an income-tax return for any company of which 
you were a partner or an associate? 

Mr. Moretti. I refuse to answer on the grounds that it might incriminate me. 

The CHarrman. Now, wait a minute, you will be directed to answer that 
question. 

Mr. Moretti. I am sorry, sir, I cannot answer that question because it is 
a to my constitutional rights, and I want to protect myself as much as 

possibly can, sir. 

Mr. Hatutry. Is it not a fact that you received $49,000 from the B. & T. Trading 
Co. between the years 1947 and 1948? 

Mr. Morertt. I am sorry, I refuse to answer the question. 

The CHarrMAN. You will be directed to answer whether you received that 
amount or any amount from the 

Mr. Hatuey. B. & T. Trading Co. 

The CuarrMANn (continuing). B. & T. Trading Co. 

Mr. Morerti. Well, sir, all these questions that you are asking me, if I may 
say so at this time—— 

The CHarrmMan. Do you want to answer it at this time or not? 

Mr. Morertt. I refuse to answer, sir. 

The CuarrMan. You understand you have been directed by the committee to 
answer. 

Mr. Morertt. I refuse to answer 

Mr. Sevser. May I say he has been advised by counsel not to answer, sir, on 
the grounds that it violates his constitutional privilege. 
aoe CHAIRMAN. We understand the reason he gives for not answering, Mr. 

lser. 

Mr. Hauiey. Do you know Meyer Lansky? 

Mr. Morertt. Yes; I do. 

Mr. Hauiey. Have you ever had any business dealings with him? 

Mr. Morertt. No, sir. 

Mr. Hauer. Do you know Joe Stacci? 

Mr. Moretti. Joe who? 

Mr. Haury. Stacci. 

Mr. Morertt. Yes; I know Joe Stacci. 

Mr. Hatuey. Have you ever had any business dealings with him? 

Mr. Morertt. I don’t think so; I don’t remember; I don’t believe I have had. 

Mr. Hauiey. Do you know Mike Lascari? 

Mr. Morerti. Mike what? 

Mr. Hautey. Lascari. 

Mr. Moretti. Mike Lascari? 

Mr. Hauuey. L-a-s-c-a-r-i. 

Mr. Moretti. I might know him; I do not know, I am not sure. I might 
know him, I might not. 
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Mr. Hauuiey. Well, did you ever know a man named Yanowsky, who was 
murdered in New Jersey, Charley Yanowsky? 
t 


- Moretti. I don 
. Hatuwy. He was murdered July of 1948. 
. Moretti. No; I don’t believe I know that name. 
. Hatiey. You do not believe you know him? 
. Moretti. Pardon? 
. Hatiey. You do not believe you know him? 
. Hautey. You do not believe you know him? 
. Moretti. No, I don’t believe I know him; no, 
. Hatiey. Do you know Frank Costello? 
. Moretti. Yes; I know Frank Costello. 
. Hautuey. How long have you known Frank Costello? 
. Morertr. Oh, I have known Frank Costello a good number of years. 
. Hatuey. When did you first meet him? 
. Moretti. Oh, I met Mr. Costello around a race track. 
. Hauer. Did you know Charles Binaggio? 
. Moretti. Charles who? 
. Hauuey. Binaggio. 
. Morerttr. No, sir. 
. Hatuey.. When did you first meet Costello? 
. Moretti. Oh, a good many years ago, sir, around the race track. 
. Hatter. Would you say at least 20 years? 
. Morertr. Pardon? 
. Hatter. Would you say at least 20 years? 
. Moretti. No; I don’t believe it is that long. 
. Haurey. Is it longer than 10? 
. Morerri. Around 10, I imagine, yes; around 10. 
. Hauuey. And you say you first met him around a race track? 
. Moretti. That is right, sir. 
. Hauitey. Who introduced you? 
. Moretti. My brother introduced me to him. 
- Hauuey. Your brother Willie? 
r. 


believe I do; no. 


Moretti. That is right. 


Mr. Hatiey. And have you ever had any business dealings with Frank 
Costello? 


Mr. 


Moretti. No, sir; I have not. 


Mr. Haury. Have you ever placed bets with him, or has he ever placed any 
with you? 
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. Hauiey. He lives in California. 

. Moretti. No; I don’t believe I do, sir. 

. Hatutey. Do you know Tony Gizzo, G-i-z-z-o? 
. Moretti. No; I don’t remember that name. 

. Hautiey. His home is in Kansas City. 


Moretti. No, sir; no, sir. 

Hauiey. Do you know Frank Erickson? 

Morettt. Do I know Frank Erickson? Yes; I know Frank Erickson. 
Hauuey. How long have you known him? 

Morerti. I have known him for some time. 

Hater. Have you ever had any business dealing with him? 
Moretti. No, sir. 

Hatiey. Do you know Abner Zwillman? 

Moretti. Who? 

Hauuey. Zwillman. 

Moretti. Yes; I know Mr. Zwillman; yes. 

HauiEey. How long have you known him? 

Moretti. Oh, I know him for 7, 8 years, 10 years probably. 
Haury. Have you ever had any business dealings with him? 
Moretti. No, sir. 

Hauuey. Have you ever been in his home? 

Moretti. No, sir. 

Hauuey. Has he ever been in yours? 

Morertt. No, sir. 

Hauuey. Do you know Jack Dragna? 

Moretti. Jack who? 

HALLey. D-r-a-g-n-a. 

Morertt. I don’t believe I do. 
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. Morertt. No; I don’t think I remember him. 

. Hautiey. Did you know Charles Luciano? 

. Moretti. Yes; I have known Charles Luciano. 

. Hatter. How long have you known Charles Luciano? 

. Morerrt. Oh, about 10, 12 years. 

. Hatter. Have you seen him within the last 5 years? 

. Morerrtt. No, sir; I have not. 

. Haurey. Have you talked to him on the telephone within the last 5 years? 
. Morettt. No, sir; I have not. 

. Hatiey. Do you know Tony Accardo from Chicago? 

. Moretti. Tony who? 

. Hatter. Accardo. 

- Moretti. No; I don’t think I know that name; no, sir. 

. Hatter. Do you know Charles Fischetti? 

. Moretti. No; I don’t think I know that man. 

. Hauugey. Do you know Little Augie Pisano, who is also known as Carfano? © 
. Moretti. I think I know him, yes; I think 1 know him. 

. Hatuey. Do you know Vito Genovese? 

. Moretti. Who? 

. Hauiey. Vito Genovese. 

. Morerti. Vito Genovese? No; I don’t think I know him; no. 
. Hatter. Do you know Joe Profaci? 

. Moretti. Joe who? 

. Hauuey. Profaci. 

. Moretti. Yes, I think I know him; yes, I think I do. 


Hauer. In fact, wasn’t he at the wedding that your brother had for his 


daughter? 
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Moretti. He might have been, I don’t know, sir. 

Hauer. Well, vou know Joe Profaci, don’t you? 

Moretti. Yes, I said I think I know him; I answered that question. 
Hauuey. How long have you known him? 

Morertr. I may have known him for some time, but I only see him once 


a great while. 


Hauuey. But you know him, do you not? 

Moretti. Yes; I admit that. 

Hauuey. There is no doubt about that, is there? 

Moretti. No; there is no doubt about that, no doubt about that. 
Hauer. Did you know Bugsy Siegel? 

Morertr. Who? 

Hauuey. Bugsy Siegel. 

Morettr. Yes, I had known Bugsy Siegel, yes. 

Haier. How long did you know him? 

Moretti. Oh, around the same time, 10, 12 years. 

Hauuiey. Did you ever have any business relationship with Bugsy Siegel? 
Morettt. No, sir. 

Haury. Do you know what the Mafia is? 

Moretti. What? 

Hauuey. The Mafia, M-a-f-i-a. 

Morertt. I am sorry, I don’t know what you are talking about. 
Hauer. Have you ever heard of the Mafia? 

Moretti. No, I never have. 

Hauer. Have you ever heard that word before? 

Morettr. No, I am sorry, I did not. 

Hauuey. You never heard that word before in your life? 

Morettt. No, sir; I did not. 

Hauuey. Do you read? 

Moretti. No, as I says before, I don’t read very much on account of my 


Hauer. And you have never seen that word in print, M-a-f-i-a? 
Moretti. No, I don’t believe I have. 
Hauiey. And it has never come to your ears; you have never heard that 


Moretti. No, sir. 

Hauer. Have you ever heard of the Unione Siciliano? 
Moretti. What? 

Hauuiey. The Unione Siciliano. 

Morettt. No, I am sorry; I never heard of that. 
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Mr. Hattey. I had better spell it to make sure we are talking about the same 
thing, U-n-i-o-n-e 8-i-c-i-l-i-a-n-o. 
r. Moretti. No, sir; I never heard of it. 

Mr. Hauer. Never heard of that either at any time in your life? 

Mr. Moretti. Never have. 

Mr. Hatter. Did you ever hear of the Tropics Inn in Mountain View, N. J.? 

Mr. Morertt. The what, sir? 

Mr. Hatuey. The Tropics Inn in Mountain View, N. J.? 

Mr. Morettr. No, I don’t believe I have. 

Mr. Hauuiey. Were you ever inside of it? 

Mr. Morettr. Tropics Inn in Mountain View, N. J.? 

Mr. Hauuey. Yes. 

Mr. Morerrtr. I don’t believe I have, sir; no. 


Mr. Hatiey. Were you ever in a place located at 1205 McBride Avenue, 
West Paterson, N. J.? 

Mr. Morettt. I refuse to answer that question, sir. 

The CuHarrMANn. Well, you are directed to answer it. 

Mr. Morertt. I refuse to answer that question on the ground it may incriminate 
me, sir. 

r. Hattey. Under what law do you claim that it may incriminate you? 

Mr. Sextser. On the advice of counsel. 

Mr. Hauiey. To what law are you referring? 

Mr. Setser. I will not refer to the law, sir. 

Mr. Hauiey. You just claim in a vacuum? 

Mr. Seuser. Yes. I claim there is a right to refuse to answer the question, 
and I am so advising my client. 

The CuarrMan. Well, the question is have you ever been at some place. I do 
not know what Federal law that may convict him of. Let the record show he 
has been directed to answer, and he refuses. 

Mr. Seuser. Yes, sir. 

Mr. Hauiey. Were you ever in a building in Lodi, N. J., in which there was a 
gambling establishment maintained? 

Mr. Moretrt1. I refuse to answer that question, sir. 

The CHarrMan. You are directed to answer. 

Mr. Moretrtr. I refuse to answer that question on advice from counsel. 

5 Mr. Hatitey. Were you ever in a place called the Carriage Factory in New 
ersey? 

Mr. Morettt. I refuse to answer the question on grounds that it may incrimi- 
nate me. 

The CHargMAN. You are directed to answer. 

Mr. Morettr. On advice of counsel I take the same position. 

Mr. Hatter. Do you know a man named Alex Goldfein? 

Mr. Morertt. I refuse to answer that question, sir. 

The CuarrMAN. The question is whether you know Alex Goldfein or not. 

Mr. Moretti. Yes, I know Alex Goldfein. 

Mr. Haury. Have you ever had any business relationships with him? 

Mr. Morertt, I refuse to answer, sir. 

Mr. Hatupy. Is it not the fact r 

The CuarRMan. Wait a minute, you are directed to answer that question. 

Mr. Morerttt. On advice of counsel I refuse to answer that question in that it 
may incriminate me, sir. 

Mr. Hauey. Is it not the fact that Alex Goldfein was in charge of the help in 
the gambling rooms maintained by G. & R. Trading Co., the B. & T, Trading Co., 
the L & C Amusement Co., the Pal Trading Co., and the General Trading Co.? 

Mr. Morertt. I refuse to answer that question on advice of counsel, sir. 

The CuarrMANn. You are directed to answer, sir. 

Mr. Moretti. On the ground it may incriminate me, I have to take the same 

sition, 

Pothe CuatrrMan. Let the record show that you have been directed and you 
refuse to answer. 

Mr. Hatter. Do you know Emanuel Schaefer? 

Mr. Morettr. I don’t know whether I do or not, sir. 

Mr. Hauury. Have you personally been active in a business in which a crap 
game was maintained or operated? 

Mr. Morettt. I refuse to answer, sir, on advice of counsel. 

The CuarrMAN. You are directed to answer, and you refuse? 

Mr. Morertr. On the same ground, sir, I refuse, 
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Mr. Hatter. Do you know Pete Licavoli? 

Mr. Morerttr. Pardon? 

Mr. Hattey. Pete Licavoli. 

Mr. Morertr. No, I don’t think Ido. I don’t remember that name; I don’t 
think I do, sir. 

Mr. Hattzy. Were you ever in Tucson, Ariz.? 

Mr. Morett1. No, sir. 

Mr. Hatter. You have never been there in your life? 

Mr. Morertt. I never have. 

Mr. Hatiey. And you have never been in the State of Arizona? 

Mr. Moretti. No, sir; I have not. 

Mr. Hatizy. How large a company is this linen supply company you worked 
for, the U. 8. Linen Supply? 

Mr. Morertt. I am sorry I cannot answer that because I left there some time 
ago and I don’t know whether they have made some expansions or not; I can’t 
answer that, sir. 

Mr. Hatiey. How many people work there, do you remember? 

Mr. Morerti. No. I was the outside man, I don’t remember; but a number 
of employees were there. 

Mr. Hauer. What plant did your brother do there? 

Mr. Morertt. I was never inside the plant; I don’t know. I was an outside 
man; I don’t know what his authority or his duties were. 

Senator Witey. What did you do outside? 

Mr. Hatuey. Senator Wiley asked you a question. 

Mr. Morertt. I am sorry, I didn’t hear. 

Senator Wiitey. What were your functions outside? 

Mr. Morertt. I was a salesman, sir. 

Senator Witry. What did you sell? 

Mr. Morertt. I tried to get customers to sell linens, sir. 

Senator Wiiey. Sell anything else? 

Mr. Morertr. No, sir. 

Senator Witey. That is all. 

Mr. Hairy. Why did you give up your connection with your company? 

Mr. Moretti. Why, I had just run out of friends, I suppose, and I could not 
get any more customers; and t wasn’t giving them the service, so I figured it is 
best I would leave. 

Mr. Hatiey. You mean it was an unsuccessful venture? 

Mr. Moretti. I mean, yes; so far as I was concerned; I mean I couldn’t get 
any more customers for them. 

Mr. Hauer. Did you invest any money in this textile business you were 
telling the committee about sometime back? 

Mr. Morertt. Yes; I believe I have, yes; I have invested some money. 

Mr. Hatiey. How much did you invest in it? 

Mr. Morertt. I am sorry; unfortunately, in the moving all my records have 
been lost, and I can’t remember correctly. I have invested some money, but I 
can’t remember what I have invested, sir. 

The CHarrMAN. Well, give us your best estimate, $5,000, $10,000. 

Mr. Moretti. Well, I can’t remember, sir; I can’t remember. I mean [ 
wouldn’t want to say one thing for another. 

Mr. Hatuey. How long ago was this? 

Mr. Mornertt. I imagine it was 2 or 3 years ago, right after the war. 

Mr. Hatitey. When you gave it up, did you get any money out of it or did you 
lose your whole investment? 

Mr. Moretti. No, I didn’t lose the whole investment, that is the reason I don’t 
remember. 

Senator Witey. When did you lose your records? 

Mr. Moretti. Just recently, sir. 

Senator Wier. How long ago? 

Mr. Morertt. Oh, I would say in the last 5 or 6 months. I looked for them and 
couldn’t find them. 

Senator Wiiey. What did they consist of, one book, two books, or what? 

Mr. Moretti. Two or three books, sir. 

Senator Witey. Did you keep them yourself? 

Mr. Moretti. Yes. 

Senator Witey. And you have to have three books to keep your records? 

Mr. Morerttt. Well, I mean, there might have been some other records; that is 
the reason I say it was two or three books. 
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Senator Witey. Have you any recollection as to your approximate worth, as 
indicated by those books? 

Mr. Moretti. No, I can’t remember. The reason I can’t remember, as I said 
previously, that——— 

a Wiey. Do you remember how much your income was during the last 
year 

Mr. Morettr. Do I remember what the last income was? 

Senator Wiiey. Yes. 

Mr. Moretrt. ‘Yes, I do; I imagine so in round figures; I do. 

Senator WiLtey. How much? 

Mr. Moretti. Around $70,000; something like that. 

Senator WiLey. $70,000? 

Mr. Moretti. That is right, sir. 

Senator Witey. How many years have you had an income of $70,000? 

Mr. Moretttr. Well, I don’t remember because of the records being lost, sir. 

Senator Witey. Well, you must, with that income, have some idea as to at 
least the real estate that you own. You have testified here you own two houses, 
and you sold one. What other real estate have you got? 

Mr. Morertr. I don’t have no other real estate. 

Senator Witey. What is that? 

Mr. Morerrtt. I don’t have any other. 

Senator Witey. What did you do with your $70,000 per year? 

Mr. Moretti. $70,000—pardon? Will you repeat that, please? 

Senator Winey. What did you do with it, with the $70,000 that you earned 
per year for a while? 

r. Morertt. I spent it; I spent it, sir. 

Senator Wixey. Put it into an investment, stocks, bonds? 

Mr. Moretti. No, no; I did not. I bought a horse, if that is what you mean; 
I remember that last venture. 

Senator WiLtey. How much did the horse cost you? 

Mr. Morerttr. $40,000. 

Senator WiLEy. $40,000? 

Mr. Morertt. That is right. 

Senator Witry. Have-you still got it? 

Mr. Moretti. No; I sold it. 

Senator Witey. How much did you sell it for? 

Mr. Moretti. The same amount, sir. 

Senator WiLey. You are sure that is all you got for it? 

Mr. Moretti. That is right. 

Senator Witry. What other investment did you make? You did not buy a 
cow or a calf? 

Mr. Moretti. No; I did not. [Laughter.] 

Senator Witey. Well, the man who makes $70,000 a year ought to have some- 
thing to show for it. Don’t you want to tell us where the rest of the money has 
gone that you have spent? 
< Mr. Moretti. Well, I have a home, if that is what you mean, sir; I have a 

ome. 

Senator Witey. How much did your home cost? 

Mr. Morertrt. It cost me in the neighborhood of $50,000, $60,000. 

Senator Witey. How much did the one that you sold cost? 

Mr. Morettt. I don’t know. I sold it for $25,000, sir. 

Senator Witey. I do not think I have any more questions. 

The CuarrMan. Where do you keep all this money, in a bank? 

Mr. Morerti. Yes; I keep it in a bank, sir. 

The CHarrmMan. What bank do you keep it ih? 

Mr. Morerttr. I bank in the Woodridge National Bank. 

The Cuarrman. Is that in a safety-deposit box or in a banking account? 

Mr. Moretti. No; in a bank account. 

The CHarrman. In your name? 

Mr. Morerttr. Yes. 

The Caarrman. Is that the only bank you have? 

Mr. Morerti. That is right, sir. 

The CuHarrMan. You do not keep any money in a box? 

Mr. Morertt. No; I do not. 

Mr. Hauuey. How do you make this money? Have you had in the last 3 years 
any legitimate sources of income? 

Mr. Morertr. I am sorry; I refuse to answer on advice of counsel, 
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The CuarrmMan. You are directed to answer. 

Mr. Morertt. I refuse to answer on the grounds that it may incriminate me, 
sir. 
Mr. Hauer, Can you state any legal source of any of the $70,000 you say you 
earned last year? 

Mr. Morettt. I am sorry, I refuse to answer that question, sir. 

The CuarrMan. You are directed to answer. 

Mr. Morerrt:. On advice of counsel I refuse to answer the question, 

Mr. Hattevy. Is it not a fact that your actual income in 1949 was $84,000? 

Mr. Moretti. It might be. As I have said, I have lost my records and I can’t 
answer anything truthfully. [Laughter.] 

If you have the records there, you could show—— 

The CHarrMAN. You mean you have difficulty in answering accurately? 

Mr. Morertr. Well, I am sorry, I can’t answer accurately, Senator, if I don’t 
have the figures in front of me. You would not want me to say one thing for 
another. I mean I don’t want to. 

The Cuarrman. Mr. Moretti, how long had you had these records that you are 
talking about, keeping them for 25, 30 years? 

Mr. Moretti. Oh, no; I don’t imagine so. 

The CuarrMan. How long had you been keeping them? 

Mr. Moretti. I imagine the last 3 or 4 years or so. 

The Cuarrman. Where did you keep the records? 

Mr. Morerti. They were kept in a drawer in my bedroom. 

The Cuarrman. And you made all your entries of transactions in those records? 

Mr. Moretti. What entries do you mean, sir? 

The CuarrMan. I mean you put in there what you made; what you invested 
in; what your profit was, things of that sort? 

Mr. Morertt. Well, yes and no. I didn’t keep—I am not a bookkeeper, sir, 
I mean, if that is what you mean; I am not a bookkeeper, sir. 

Senator WiLtey. Who kept the books? 

Mr. Morertt. I kept the books. 

Senator Witey. You mean you made the entries yourself? 

Mr. Moretti. Yes. 

Senator Witey. You did not have anyone else make them? 

Mr. Morertt. No. 

Senator Witey. And you had enough business in the last 3 or 4 years so that 
you—and made enough entries that you had to use three books? 

Mr. Morertt. No; I wouldn’t say that. You asked me how many books it 
was; you didn’t say it was for the business or whatever the question was; you 
asked me how many books there were, and I said there may have been two or 
three books. 

Senator Witey. Might have been. 

Mr. Moretti. Yes. 

Senator WiLrey. Two or three? 

Mr. Moretti. That is right; two or three, 

Senator Witey. You are not sure. Was the book the size of this one? 
[indicating]. 

Mr. Moretti. Yes; something like that. 

Senator WiteEy. How many pages in the book? 

Mr. Moretti. Oh, it is not a very large book. It is not a very large book. 

Senator Witey. Well, the book I have in front of me must be 8 by 10, about 
that size [indicating]. 

Mr. Morertt. It was about that size, sir. 

Senator WiLey. And you put entries in every day? 

Mr. Morettr. Oh, no; definitely not. As I say, I am not a bookkeeper. 

Senator Witey. You are not a bookkeeper. What did you keep books for 
then? Why did you keep the books? 

Mr. Morertr. Pardon 

Senator Witey. Why did you keep the books if you are not a bookkeeper? 

Mr. Morertt. Well, to try and get some amount of moneys that I made, 
I suppose; I don’t know why I kept books. [Laughter.] 

I suppose that is the only reason, sir. 

Senator Topey. Were these books used by you in figuring up your income-tax 
return to the Federal Government? 

Mr. Moretti. Yes; more or less. 

Senator Tosry. In other words, who made out your income tax? 

Mr. Moretti. More or less for that reason, sir. 
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‘ Senator Tosey. Who made out your income-tax return? Who makes it out 
or vou? 

Mr. Moretti. Who makes it out for me? 

Senator Tosry. Yes. 

Mr. Morertt. A fellow by the name of Greenberg. 

Senator Topry. What is his first name? 

Mr. Morerri. Abe Greenberg. 

Senator Tospry. Where is he located? 

Mr. Morperrtr. In Passaic. 

Senator Tosry. In Passaic? 

Mr. Moretti. New Jersey; yes, sir. 

Senator Tospey. And do I understand you to mean that you turned these 
books over to him and he therefrom got your figures for income-tax returns? 

Mr. Moretti. Yes, sir. 

Senator Tosey. And he returned the books to you? 

Mr. Moretti. That is right. 

Senator Tospey. That is all. 

The CuatrMan. Any further questions? 

Senator WiLrey. Yes. I was just getting into this. Let us get it straight. 
These were books that you kept yourself; is that right? 

Mr. Moretti. That is right, sir. 

Senator WiLEy. Now, what was the nature of the entries in those books? 

Mr. Moretti. I refuse to answer that, sir. 

The Chairman. You are directed to answer the question. 

Mr. Morettt. I refuse to answer that question on advice of counsel that it may 
incriminate me, sir. 

Senator Witey. Do you remember how many entries you made in the books, 
say, in a month’s time? 

Mr. Morerrt. I suppose two or three, sir. 

Senator Writer. Two or three? 

Mr. Morertt. Yes. 

Senator Witry. What was the reason for two or three books if you only made 
two or three entries a month? 

Mr. Moretti. Well, I can’t answer that, because the reason I can’t answer 
that is because I don’t have the books here with me. 

Senator Witry. Well, now, you are not as dumb as all that. Let us be frank. 
If you only made two or three entries a month 

Mr. Morertt. That is right. 

Senator WiLey (continuing). Why did you need two or three books to take 
care of your entries or transactions? 

Mr. Morerti. I guess I needed two or three books if I was there—that is 
about all; I can’t answer any other intelligent way, sir. 

Senator WiLeEy. You mean they were duplicates or triplicate entries? 

Mr. Moretti. Oh, no; definitely not, sir. 

Senator Witey. Did the books constitute an inventory in any way of your 
assets? 

Mr. Moretti. No; I would not say that. I wouldn’t say it was an inventory, 
sir. 
Senator WitEey. They constituted entries of your business transactions? 

Mr. Morerti. I suppose you could call it that. I mean, just as I says, I would 
turn these books over to the accountant, and he would make my income tax out 
of it; that is all. 

Senator Wixey. Let us get it straight. Did the books constitute entries of your 
business transactions? 

Mr. Moretti. I refuse to answer that, sir; refuse on the ground that it may 
incriminate me, sir. 

The CHAIRMAN. You are directed to answer, sir. 

Mr. Morerti. On the same grounds, and on advice of counsel, I refuse to 
answer, sir. 

Senator Witey. Now, how many sources did you get your moneys from that 
were entered in the books? 

Mr. Morett1. I refuse to answer that, sir, on advice of counsel. 

The CuarrRMan. You will be directed to answer it. 

Mr. Morertt. I refuse on the same grounds, sir. 

Senator Witey. Did the notations or entries that you put in the books result 
from cash or result from checks or result from anything else? 

Mr. Morertt. I refuse to answer that question, sir, on the grounds that it may 
incriminate me, 
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The CHarrMan. You are directed to answer. 

Mr. Morertt. On advice of counsel I refuse to answer it. 

Senator WiLey. Can you give any justifiable reason, if you only made two or 
three entries a month, why you had to have three or two books? 

Mr. Morerrt. Well, there might have been one book. Now that you are 
making it so obvious, I mean it might have been just one book; I don’t remember. 
I just says two or three books, and I thought that is what it was, and it might 
still have been two or three books, sir. 

Senator Witey. How old are you? 

Mr. Morertt. I am 46 years of age, sir. 

Senator Winey. Born in America? 

Mr. Moretti. Born in America; yes, sir 

Senator Writer. What education did you have? 

Mr. Moretti. Well, I didn’t have very much education, sir. I left school 
when I was 14 years old. 

Senator Witey. Left school? 

Mr. Morertt. Yes, sir. 

Senator Witey. What did you do then? 

Mr. Moretti. I went to work, sir. 

Senator Witey. Where? 

Mr. Moretti. I worked in the Port Newark shipyards, sir. 

Senator Witey. Did you work for your Government? 

Mr. Moretti. Yes, I did, sir. 

Senator Witey. And you think that these business transactions and these 
entries that you have been in would injure you with your Government? 

Mr. Moretti. I don’t know, sir; I can’t answer that question; I don’t know. 

Senator Witey. You are married? 

Mr. Moretttr. Yes; I am. 

Senator WiLtey. When you skipped from house to house and from house to 
New York did your wife go with you? 

Mr. Moretti. Yes; my wife was with me. 

Senator Witney. She accompanied you all the time? 

Mr. Morerttr. Yes. 

Senator Witey. Did you take your books with you any place? 

Mr. Moretti. No, sir. 

Senator Witry. Did she have custody of those books? 

Mr. Moretti. No, sir; she did not. 

Senator Witey. Where did they disappear from; what house? 

Mr. Moretti. From the Hasbrouck Heights house, sir. 

Senator Witey. Which? 

Mr. Moretti. Hasbrouck Heights house. 

Senator Wixey. Is that the one you sold? 

Mr. Moretti. Yes. 

Senator WiLey. You have no idea how they disappeared? 

Mr. Moretti. No; I am sorry I don’t. 

Senator WiLEy. You did not think they were of any consequence to you to keep, 
so that you put them under lock and key anywhere? 

Mr. Moretti. Well, when you are moving and you are running from one house 
to another, there is a lot of things, I suppose, you forget to do. 

Senator Wier. Did these books reflect the $70,000-a-year income that you had? 

Mr. Morerti. Well, I don’t know whether they did. 

Senator WiLtny. What? 

Mr. Moretti. I says I don’t know whether they did or did not, sir. 

Senator Witey. And you made the entries and you don’t know whether it 
showed—I think the records show $84,000 now—that they reflect that income? 

Mr. Morettt. I suppose they did; yes, sir. 

Senator Witey. You suppose they did? 

Mr. Moretrtt. Yes; I suppose they did. 

Senator Wier. Did it reflect the sources of that income? 

Mr. Morertr. I a. it did. 

Senator Wier. Did it reflect payments that you made from receipts that 
you got! 

Mr. Moretti. Well, what do you mean, sir? 

Senator Wier. Did it show receipts and disbursements or receipts and pay- 
ments that you made? 

Mr. Moretti. I suppose it did. 

Senator WiLrey. You suppose they did? 

Mr. Moretti. Yes, sir. 
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Senator Witey. That was accounted for by about three entries a month? 

Mr. Morerrtt. I suppose so; yes, sir. 

‘ Senator Wiiey. Well now, you do not think that is a very reasonable statement, 
0 you? 

Mr. Morertr. Well, I am sorry if it does not seem reasonable, sir. 

Senator Witey. That is your judgment? 

Mr. Moretti. Yes, sir. 

Senator Wiiey. That is a fair exposition of the facts to this group here? 

Mr. Morerti. I am not trying to insult you people, don’t misunderstand me. 
I am not trying to do anything like that, if that is what you are referring to, 
Senator. 

Senator Witry. Didn’t you keep the books in a safe in your apartment? 

Mr. Moretti. No, sir. 

Senator Witey. What? 

Mr. Morerti. No, sir. 

Senator WiLey. Did you have a safe there? 

Mr. Moretti. Yes; I have a safe. 

Senator Witry. Who had the combination to the safe? 

Mr. Morerti. I have the combination. 

Senator Witey. Anyone else? 

Mr. Moretti. No, sir. 

Senator WiLey. Well, didn’t you consider these books of sufficient significance 
or importance so they should be kept in a safe? 

Mr. Morerti. Well, at the time I didn’t think so, sir. 

Senator Wixey. Well, didn’t they reflect your business or your transactions? 

Mr. Moretti. Yes, they did; yes, they did. 

Senator Wier. Yes. 

Now, as a matter of fact, did they just conveniently get lost? 

Mr. Moretti. No; I wouldn’t say that, sir. 

Senator Witrey. Well, what would you say? 

Mr. Morettr. I have nothing to hide, sir. There is nothing for me to conceal. 
Why should I conceal anything from your people? [Laughter.]} 

Senator Witey. Well, the books are concealed or lost anyway, are they not? 
Mr. Moretti. Yes, the books are lost; yes. 

Senator Witey. Do you have any suspicion as to who would have an interest 
taking those books? 

Mr. Moretti. I don’t imagine anyone should have an interest in taking my 
books, sir. 

Senator Torry. If you put an ad in the New York papers something like this, 
“Lost, strayed, or stolen, three books containing a record of my expenses and 
income for the last few years; finder will be suitably rewarded by returning same 
to Salvatore Moretti at the above address’; won’t that be a good idea? 

Mr. Moretti. No, I don’t know whether it would be or not. I don’t know. 
It might be, I suppose. 

Senator Tospey. Did you report it to the police? 

Mr. Morerti. No, I did not. 

Senator Topey. Wasn’t it important enough? 

Mr. Morerrt. Well, I figured that it would show up sometime. I probably 
may have mislaid them; that is why I did not inform the police about them. 

Senator Witney. Had you ever lost your books before? 

Mr. Morerrtt. If I have lost my books before? I have, yes; I suppose I have. 

Senator WiLtey. You suppose you have? Don’t you know whether you have or 
have not lost your books before this? 

Mr. Morerri. Well, the reason I say I suppose I have had is because I have 
a habit of mislaying things, sir. 

Senator Witey. Just when did you notice that the books were mislaid or lost 
or conveniently —— 

Mr. Moretti. When I sold my home and I checked all my belongings, I found 
out at that time that the books were missing. 

Senator Witey. Was that about the time a subpena was out for you? 

Mr. Morerti. No, I don’t think so. 

Senator WitEy. Well, let us fix the date. Now, if you can fix the month and the 
day or the week when you came to the conclusion the books were lost why, 
perhaps, we can arrive somewhere on that statement. 

Now, what day did you say that you first discovered that the books were gone? 

Mr. Moretti. Well, I would say about 3 months ago. 

Senator WiLtey. Three months ago? 

Mr. Morerti. Yes. 
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eee Wier. When was it that you moved from the one house to the second 
place? 

Mr. Morertr. Well, I have moved from that one house to the other—you 
mean furniture or what, sir? 

Senator Witey. Back and forth you moved; did you not? 

Mr. Moretti. Yes, I moved back and forth, and that is the reason I am asking 
you what do you mean, sir. 

Senator Wiiey. Well, you can determine yourself—you did not sell that one 
house until about a month ago, according to your testimony? 

Mr. Moretti. That is right. 

Senator Witey. And consequently I assume you moved the furniture about a 
month ago, is that right? 

Mr. Moretti. No, sir; it is not right, sir. That is the reason I asked the 
en again. It is not right, because I renovated the place before I sold the 
place. 

Senator Witey. When did you move your furniture? 

Mr. Morertr. About 3 months ago. 

Senator Wixey. All right. 

Then it was that you arrived at the conclusion that the books had been lost? 

Mr. Morertti. That is right; I could not find them. 

Senator Witrey. Did you have anything to do with losing them? 

Mr. Morerttt. Positively not, sir. 

The CuHarrMan. Are there any other questions? 

Mr. Hauuey. You say you moved your furniture about 3 months ago? 

Mr. Morerri. Yes. 


Mr. Hauuey. I had understood you to say that for about a year you were living 
at both houses. 

Mr. Moretti. That is right; about a year, I bought the place last year, sir. 

Mr. Hatuey. Did you buy it furnished? 

Mr. Moretti. There was some furniture there; yes. 

Mr. Hauuey. So there was enough there so that you lived in it? 

Mr. Morertt. Oh, yes; definitely. 

Mr. Hauuiey. During what period did you live in the new house, after you 
bought it? 

Mr. Morertt. I lived there last summer, sir. 

Mr. Hauer. Was it a summer house, primarily? 

Mr. Moretti. Yes. 

Mr. Hauuey. It is not a winter home; is that right? 

Mr. Moretti. It is a winter home now, but when I hought it, sir, this was a 
summer home, and there was furniture there. I lived in there during the summer- 
time. 

Mr. Hatter. You bought it for a summer home? 

Mr. Morertti. That is right. 

Mr. Hauiey. When did you decide to shift your permanent residence to 
your summer home? 

Mr. Moretti. When the family got to like the place, and they said it would 
be best for us to make that an all-year-around home, which was last year. 

Mr. Haury. Was that about the same time this committee began to look for 
you to try to serve a subpena? 

Mr. Moretti. That was about last year when this all happened. 

Mr. Hatuey. Well, you say you moved there in the fall. 

Mr. Morertt. We decided to move in there. 

Mr. Hau.iey. You say you did not move there until this fall. 

Mr. Morertt. That is right. I said when we decided to move there, to make 
this our all-year-around home, was last summer after the family enjoyed the 
place, and we says it was best to make it an all-year-around home, and that 
was last year. 

Mr. Hauxiey. And you still moved back to your Hasbrouck Heights house 
and lived there for a while, is that right, after the summer? 

Mr. Morertt. Yes, a little while. 

Mr. Hauiey. Why did you do that? 

Mr. Morertr. Well, to get things straightened out: that is the reason I 
done that. 

Mr. Hauiey. How long did you live in Hasbrouck Heights after the summer? 

Mr. Morerti. After the summer? I don’t think I lived there very long, sir. 

Mr. Hauiey. And it was during that period also that you lost your books, is 
that right? 

Mr. Moretti. It was right after that, yes, right after that, sir. 


pret vn eae ite th eases AA aA tae 
see Res ARK SEN AOR ENT A UN a NCI NTS - a 








PROCEEDINGS AGAINST SALVATORE MORETTI 25 


Mr. Hauuey. And of course it was during August that this committee first 
began investigating gambling in New Jersey, isn’t that right? 

Mr. Morertt. I don’t know, sir; I can’t answer that. 

Mr. Hatuey. Were you ever in Duke’s Tavern? 
: Mr. Moretti. Yes, I have been in Duke’s Tavern. 
: Mr. Hatter. Where is it? 
Mr. Morerrt. It is in Cliffside, N. J. 
; Mr. Hatuey. A sort of general hang-out for gamblers in New Jersey, is it not? 

Mr. Morertt. I would not say that, sir: it is a restaurant. 

Mr. Hauury. Not generally open to the public though, is it? 

Mr. Morertt. It certainly is so far as I know, sir. 

Mr. Hat.ey. It is one which was pretty hard to get in unless you were known, 
isn’t that right? 

Mr. Moretti. I wouldn’t say that. As I understand, doors are open, and I 
never had any difficulty getting in and out of the place, sir. 

Mr. Hauuey. Well, you were known as a gambler in New Jersey, were you not? 

Mr. Moretrtt. I refuse to answer that question, sir. 

Senator Tosey. Well, gamblers have to eat, do they not? 

Mr. Sesser. Is that question seriously asked? 

Senator Toney. Gamblers have to eat. 

Mr. Setser. Senator, I would not 

Senator Toney. That is universal. 

ae SELsER (continuing). I would not have thought the question was seriously 
asked. 

Senator Toprey. Well, you can do your own interpreting. 

Mr. Hatter. Did you ever meet Frank Costello at Duke’s Tavern? 

Mr. Morertt. I don’t believe I have. 

Mr. Hauer. Did you ever meet Joe Adonis there? 

Mr. Morerttr. Yes, I believe I have. 

Mr. Hatiey. Did you ever meet Longy Zwillman there? 

Mr. Morettt. I don’t believe I have, sir. 

Mr. Hatuey. You have been there with your brother, of course? 

Mr. Morertt. Not that I know of, sir. 

Mr. Hauxiey. At Duke’s you have never been at Duke’s with your brother? 

Mr. Moretti. Not that I know of, sir. 

Mr. Hatiey. What do you mean not that you know of? It is either yes or no. 

Mr. Moretti. I say I don’t know. You say that he has; I said I don’t know. 

Mr. Hautey. I asked you if you had ever been at Duke’s restaurant with your 
brother Willie. 

Mr. Morerttr. Yes; I have been there. 

Mr. Hauuey. With your brother, Willie? 

Mr. Morertt. Yes; I have been there. 

Mr. Hauuey. That is what the question was. 

Mr. Moretti. Pardon? 

Mr. Hauuiey. That is what the question was. 

Mr. Moretti. I am sorry, I misunderstood you, 

Mr. Hatitey. Were you ever at Duke’s Tavern with Gerald Catena? 

Mr. Morettt. I don’t believe I have ever been there with him. 

Mr. Haury. Did you ever see him there? 

Mr. Moretti, No; I don’t believe I have. 

Mr. Hatuey. Did you ever see Zwillman there? 

Mr. Morettt. No, sir; I don’t believe I have. 

Mr. Hauuey. Did you ever see Costello there? 

Mr. Moretti. No; I don’t believe I have. 

Mr. Hauiey. Did you ever see Meyer Lansky there? 

Mr. Moretti. No; I don’t believe I have either. 

Mr. Hatuey. Or Jack Lansky? 

Mr. Moretti. No; I don’t believe I have. 

Mr. Hauuiey. You have never seen any of them there? 

Mr. Moretti. No, sir. 

Mr. Hauuey. And you have never eaten there with them? 

Mr. Moretti. No, sir. 

Mr. Hauuey. Have you ever seen Erickson there? 

Mr. Moretti. No, sir: I don’t believe I have. 

Mr. Hauuey. Frank Erickson? 

Mr. Moretti. I don’t believe I have, sir. 

Mr. Hatter. You do not believe you have. 

Do you know the man who owns Duke’s Tavern? 
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Mr. Morertr. Pardon? 

Mr. Hauiey. Do you know the owner of Duke’s Tavern? 

Mr. Moretti. Yes; I do. 

Mr. Hatuey. Lanio? 

Mr. Morertt. I think that is his name; yes. 

Mr. Hatiey. How long have you know him? 

Mr. MorerT1. I have known him some time, sir. 

Mr. Hauuey. Did you ever transact business in Duke’s Tavern? 

Mr. Moretti. No, sir. 

Mr. Hatuey. Did you ever give anybody any money in Duke’s Tavern? 

Mr. Morerti. No; I never have. 

Mr. Hatiey. Except to pay for a dinner? 

Mr. Morertt. No, sir. 

Mr. Hauuey. Did you ever arrange to lend anybody any money in Duke’s 
Tavern? 

Mr. Morertt. No, sir; I never have. 

Mr. Hatuery. Are you sure of that? 

Mr. Morertt. Yes, sir; I am. 


Mr. Hatuey. Did anybody ever approach you in Duke’s Tavern to ask you for 
a loan? 


Mr. Morerttr. No, sir; I don’t believe they have. 

Mr. Hatuey. No further questions. 

Senator Wriey. I would like to ask two questions, Mr. Chairman. 

The CuHarrMAN. All right, Senator. 

Senator Witry. Now, the undisputed testimony seems to be here that you 


have a very substantial income. You estimate it at $70,000; I think it is conceded 
that it was last year $84,000. 


Did any of that income come from wages? 

Mr. Morertt. I refuse to answer that question. 

Senator WiiEy. Did any of it come from stocks and bonds? 

Mr. Morerti. I refuse to answer that question. 

The CHarRMAN. Justa minute. I want to direct the witness to answer the two 
previous questions. 

Mr. Morertt. I refuse to answer, on advice of counsel, sir. 

Senator Wriey. Did any of it come from rents from real estate? 

Mr. Morerti. I refuse to answer that question. 

The CHAIRMAN. You will be directed to answer. 

Mr. Morertt. I refuse to answer on the grounds 

Senator Witey. Is there any which comes from dividends? 

Mr. Moretti. I refuse to answer questions. 

The CHarrMAN. You are directed to answer. 

Mr. Morettrt. I refuse to answer. 

Senator Witey. Did any of it come from any legitimate source? 

Mr. Moretti. I refuse to answer that question, sir, on advice of counsel. 

The CHarRMAN. You are directed to answer. 

Mr. Morettt. On advice of counsel I refuse to answer, sir. 

Senator Witey. Have you ever made any political contribution, directly or 
indirectly, to any political candidate for Federal, State or local office, or any 
officeholder, Federal, State or local level? 

Mr. Morettt. I refuse to answer that on the grounds it may incriminate me, 
sir. 

The CHArRMAN. You will be directed to answer, sir. 

Mr. Moretti. On advice of counsel I refuse to-answer. 

Senator WiLry. Now, you spoke about, and the evidence seems to be pretty 
definite, that from house to house you moved, and so forth. Did you intentionally 
evade the service of subpenas for some time? 

Mr. Morettt1. No, sir. 

Senator Witey. Did you ever make any contribution or gift to any officer in the 
police department of any city or any sheriff or any other law-enforcement official 
or district attorney? 

Mr. Moretti. On advice of counsel I refuse to answer. 

The CHarrMan. You are directed to answer. 

Mr. Moretti. On advice of counsel I refuse to answer. 

Senator Witey. Did you understand the question? I had asked you whether 
or not you had made any payment to any law-enforcement officers, policemen, 


sheriffs, or the district attorney, and now you say you refuse to answer that on the 
advice of counsel, is that right? 
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Mr. Morertt. Sir, my counsel is here with me, and he is guiding me in these 
proceedings, and I have to be advised by him how I should answer, sir. 

The CuarrRMAN. Well, you are directed to answer that question. It is very 
important to this inquiry. 

Mr. Morertt. Sir, my counsel advises me not to answer, and I have to abide 
by his decision not to answer the question. 

Senator Wiuey. I have no further questions. 

The CHarrMAN. Mr. Halley? 

Mr. Hatuey. Do you know Michael Auriccio? 

Mr. Morertr. No. 

Mr. Hau.ey. Investigator for the district attorney’s office? Do you know 
the district attorney, Mr. Winne? 

Mr. Moretti. No, sir. 

Mr. Hauuey. Have you ever made a political contribution? 

Mr. Morertr. I refuse to answer that on advice of counsel. 

The CuHarRMAN. You are directed to answer the question. 

Mr. Moretti. On advice of counsel I have refused to answer it. 

Mr. Hatuey. Did you make any political contributions in the year 1950, 
this year? 

Mr. Moretti. On advice from counsel I have to refuse to answer the question. 

The CuarrMANn. You are directed to answer that question. 

Mr. Moretti. On advice of counsel, I have to refuse to answer—I have to 
refuse to answer, right. 

The CuHarrMan. Mr. Moretti, the three members of the committee have 
conferred, and it is our opinion that Mr. Moretti has refused to answer certain 
very pertinent questions in which he could not possibly have any real justifica- 
tion, so that we feel that we should advise you and your witness that we expect 
to recommend that he be cited for contempt. 

Mr. Setser. Are we detained, or is he detained? 

The CuarrMan. Mr. Moretti will be detained under subpena, subject to 
further call. We can either call you or get in touch with you or with Mr. Moretti 
when we want you for further questioning—when we want him for further 
questioning. 

Mr. Seuser. We should be very glad to come when the committee calls us. 

The CuarrMANn. That will be all now, Mr. Moretti. 

Mr. Moretti. Thank you. 

O 
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r. Krravver, from the Special Committee To Investigate Organized 
—! Crime;in Interstate Commerce, submitted the following 


JAN 3 1951 


REPORT 


[To accompany 8. Res. 48] 


The Special, Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by, Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Walter M. Pechart of El 
Cerrito, Calif. The said subpena directed Walter M. Pechart to be 
and appear before the said committee on November 18, 1950 at 10 
a.m. in room 242, Federal Building, Mission Street, San Francisco, 
Calif., then and there to testify touching matters of inquiry com- 
mitted to said committee and not to depart without leave of said 
committee. The date of the subpena was the 14th day of November 
1950. Attendance pursuant to said subpena was had on November 
22, 1950, at which time the witness appeared. The subpena served 
upon said Walter M. Pechart is set forth as follows: 


Received November 15, 1950, United 
States Marshal’s Office, San Francisco, 
Calif. 1016. 


Unirep States or AMERICA 
CONGRESS OF THE UNITED STATES 


To W. M. Pecnart, 317 San Pablo Avenue, El Cerrito, Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce Of the ‘Senate of the United States on November 18, 1950, at 10 a m., 
at room 242 Federal Building, Mission St., San Francisco, then and there to testify 
what you may know relative to the subject matters under consideration by said 
committee. Producing at that time all books, records, canceled checks, memo- 
randa, and correspondence relating to any gambling, slot machine, or punchboard 
enterprises owned or conducted by you for the period 1945 to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases, made and provided. 

To United States marshal to serve and return. 


8S. Rept. 30, 82—1 
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_ Given under my hand, by order of the committee, this 14th day of November, 
in the year of our Lord 1950. 
Estes KEeravuver, 
Chairman, Senate Committee To Investigate Organized Crime in Interstate 
Commerce. 


The said subpena was duly served as appears by the return made, 
thereon by R. Calmes, deputy United States marshal, who was duly 
authorized to serve the said subpena. The return of the service by the 
said R. Calmes, deputy United States marshal, being endorsed 
thereon is set forth as follows: 


NoveMBER 15, 1950. 
I made service of the within subpena by delivering a copy to W. M. Pechart, the 
within-named witness, personally, at 315 San Pablo Avenue, El Cerrito, Calif., 
on November 15, 1950, at 3:50 p. m. 


Epwarp J. CARRIGAN, 
United States Marshal. 
By R. Cates, Deputy. 

The said Walter M. Pechart pursuant to said subpena and in com- 
pliance therewith appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty-first 
Congress, second session. Walter M. Pechart having appeared as a 
witness and having been asked questions, which questions were perti- 
nent to the subject matter under inquiry, made answers as appeared 
in the record of the hearing on November 22, 1950, at San Francisco, 
Calif., which record is annexed hereto and made a part hereof and 
designated annex I. 

As a result of said Walter M. Pechart’s refusal to answer the ques- 
tions pursuant to the said inquiry, as appears in the record annexed, 
the committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 

ursuant to the committee’s inquiry propounded to Walter M. 
Pechart pertinent to the subject matter under which Senate Resolu- 
tion 202, Eighty-first Congress, second session, the said committee 
was instructed to investigate, and the refusal of the witness to answer 
questions, as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer questions per- 
tinent to the subject under inquiry, and his persistent and illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in contempt 
of the United States Senate. 

At the hearing on November 22, 1950, at San Francisco, Calif., there 
was a quorum of the committee present consisting of the chairman, 
Senator Kefauver, and Senators Wiley and Tobey. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpecraL CoMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457, Senate Office Building. There 
were present the Chairman, Senator Kefauver, and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of the hearing on Novem- 
ber 22, 1950, held in room 242, Federal Building, Mission Street, San Francisco, 
Calif. 
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The chairman stated to the committee that the witness, Walter M. Pechart, 
repeatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout the chairman’s examination of said witness on November 22, 1950, 
and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, seconded by Senator Wiley, it was 
duly resolved that the committee present to the United States Senate, for its im- 
mediate action, a resolution requiring the United States Attorney for the Northern 
District of California to proceed against the said Walter M. Pechart in the manner 
and form provided by law. 

Estes KEeFAvuvER, Chairman, 


ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UniTep States SENATE, 
SpreciaAL CoMMITTEE To INVESTIGATE ORGANIZED 
CRIME IN INTERSTATE COMMERCE, 
San Francisco, Calif., Wednesday, November 22, 1950. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to call, at 10 a, m. in room 242, Federal Building, 
Mission Street, San Francisco, Calif., Senator Estes Kefauver (chairman of the 
committee) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Rudolph Halley, chief counsel, and Harold G. Robinson, chief 
investigator. 

The CuarrMan. The committee will be in order. 


ANNEX I 


Let the record show that Mr. Mathewson and Mr. Faulkner appeared as 
attorney for Mr. Kessel yesterday and are appearing with Mr. Pechart today. 

Mr. Pechart, do you solemnly swear that the testimony you will give this com- 
ee will be the truth, the whole truth, and nothing but the truth, so help you 

od 

Mr. Pecuart. I do. 

The CuHarrman. All right, Mr. Halley, you may proceed. 

Mr. Hauiey. What is your full name? 

Mr. Pecnartr. Walter Pechart. 

Mr. Hauuey. Your address? 

Mr. Pecuarr. 317 San Pablo Avenue, El Cerrito, Calif. 

Mr. Hauuey. A subpena of this committee has been served upon you? 

Mr. Pecnarr. That is correct. 

Mr. Hauuey. And that calls for the production of certain books and records, I 
believe. Do you have those books and records with you? 

The CHairMANn. Let me get the address. 

Mr. Pecuart. 317 San Pablo Avenue, El Cerrito. 

The we The question was whether you produced the books and records 
required. 

Mir. Pecuart. I direct the committee’s attention to the fact that I am here by 
compulsion of a subpena served upon me by the committee. I have not produced 
them, and the reason I have not produced them is that your subpena is too vague 
and indefinite to disclose the particular paper, record, or file which you desire; 
and so lacking in specification and description, so wide in its demands that it 
shows on its face a mere fishing expedition into my private affairs, and that the 
same was not within the committee’s investigation. 

I further have not produced them for the reason that your subpena invades 
and encroaches upon my constitutional rights under the fourth amendment of the 
Constitution of the United States. The books are my personal papers and your 
subpena constitutes an unreasonable search and seizure. Further option of your 
subpena is in respect of the production of records, indicates it is in violation of 
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and encroaches upon my rights under the fifth amendment of the Constitution 
of the United States and is in violation of that particular pdrtion of the first 
amendment which provides that no person shall be compelled in any criminal case 
to be a witness against himself. 

The resolution which created your committee contains véry’ broad powers, 
included in which is the power to inquire into the subject of whether or not various 
persons are violating either the State or Federal laws respecting various subject 
matters concerning which you are inquiring. 

Before appearing before your committee, we have read of the-highly publicized 
activity of your committee, and particularly we call the committee’s attention to 
fhe fact that continuously, since as early as November 16, the work of the 
committee has been the subject matter of extensive newspaper’ articles, and 
expansive headlines in all of our local daily papers. At the same time, there has 
been highly publicized the report of the California Crime Commission and state- 
ments attributed to its members. It would interfere with the orderly proceedings 
of this committee to attempt to read into this record all of this publicity. Refer- 
ence is made briefly to part of it. 

I think the committee will agree that one of the main burdens of all this pub- 
licity is the question of whether various people who are witnesses or potential 
witnesses before your committee have subjected themselves to penalties, for- 
feitures, or criminal prosecutions in respect to the tax laws of the United States 
and other laws of the United States. 

I would like to call the committee’s attention to an article in the San Francisco 
News under a Los Angeles date line of November 17, entitled, ““Kefauver Group 
Will Check San Francisco Figures’ Tax Returns.”’ I would like that to particu- 
larly be made a part of the record, if I may be permitted to do it without reading 
it at length, it would be—— 

The Cuarrman. It will be exhibit 1 to your testimony. 

Go ahead. 

Mr. Pecuart (continuing). I would like this particular article to be made a 
part of the record, if I may be permitted to do it without reading it at length. 

It would appear from this article that the committee intends to use its powers 
to go into the subject matter of income tax returns. In this article, the name—my 
name is mentioned. 

In the Oakland Tribune of Friday, November 17, 1950, the subject of witnesses 
facing a quiz on the juggling of taxes was given wide publicity. 

Again, to expedite the hearing of the committee, I would like the article in the 
ae Tribune to be made part of my statement, without reading it into the 
record. 

.. The Cuarrman. That will be exhibit 2 of your testimony. 

Mr. Pecuart. You will observe that the names of Mr. Pechart and Mr. Kessel 
appear very prominently in the headline of this issue of the Oakland Tribune. 
Further, the subject matter of income taxes of other witnesses heretofore exam- 
ined is the subject of comment by the chairman of the committee. 

In the Call Bulletin, a San Francisco newspaper, of Friday, November 17, 1950, 
a matter highly publicized, is the claim that the evidence of incomé tax evasion by 
gamblers and racketeers, as well as tie-up between Federal agents and underworld 
characters indicates the situation is widespread. 

There is no question of the need of a Nation-wide congressional investigation 
of the Internal Revenue Bureau’s operation. 

In the same issue of the same paper, there is carried a headline, “Hint crime 
tax situation due.” 

In the morning paper, the San Francisco Chronicle of November 17, 1950, an 
emblazoned headline appears’ on the first page, “Senators are checking bookies 
tax deal.” The article refers to this committee. 

In the San Francisco Examiner of November 17, 1950, in an article relating to 
the hearing conducted by this committee, after outlining certain developments 
at the hearing relating to finance and tax matters and other things, the chairman 
of your committee is quoted as follows: 

“Anything we find interesting,’’ Kefauver declared, “‘we will turn over to the 
eee of Internal Revenue, because we cooperate with the Bureau of Internal 

evenue. 

We wish further to call the committee’s attention to the fact that in the San 
Francisco News of November 18, 1950, it is indicated that the transcript of the 
testimony given before the committee by one of the witnesses will be carefully 
studied by various prosecuting authorities. If further appears in the same 
article that Treasury agents were checking his explosive witness stand statement 
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to strengthen their own impending income tax evasion charges. Under the cir- 
cumstances, therefore, it is apparent that one of the proposals of the committee 
here is and very well could be, by means of which information obtained from 
witnesses, as highly publicized as our Mr. Pechart and Mr. Kessel are, may be 
used in an effort to inflict upon them penalties, and in relation to criminal prose- 
cutions claimed to have occurred in respect to the laws of the United States. 

It is required of me, as a witness, that I, a layman, must be vigilant in pro- 
tecting my own constitutional rights. Any position I may take myself, or 
through my counsel, is taken with full respect to the committee without any 
desire whatever to be in contempt of its powers or authority, but only for the 
ee of preserving to me the rights guaranteed to me under the Constitution 
of the United States. 

I refer to the committee a copy of the San Francisco News of November 17, 
1950, a copy of the Oakland/Tribune of November 17, 1950, a copy of the Call 
Bulletin of San Francisco, of Novermber 17, 1950, a copy of the San Francisco 
Chronicle of November 17, 1950, a copy of the San Francisco Examiner of Novem- 
ber 17, 1950, a copy of the San Francisco News of November 18, 1950, pages 
1, 2, 3, 4, 7, 8, 9, and 10. The newspapers were left by my counsel for the com- 
mittee. : 

The CHarrmMan. They may be marked also as an exhibit to Mr. Pechart’s 
testimony. 

All right, Mr. Halley. 

Let the record show, as it does show, that during the appearances on yesterday, 
Mr. Kessel was here, and that three Senators, to wit: Senator Tobey, Senator 
Wiley, and Senator Kefauver, were in attendance during all of his testimony. 

Let the record show that the same three Senators are present today. 

All right, Mr. Halley. 

Mr. Hauer. Mr. Pechart, the subpena served upon you calls for the produc- 
tion of, and I quote: 

‘All books, records, canceled checks, memoranda and correspondence relating 
to any gambling, slot machine, or punch-board enterprises owned, conducted by 
you for the period 1945 to date.” Is it your contention that you are unable to 
ascertain from that what books are desired? 

Mr. Pecuart. I will not bring my books. I will stand on my constitutional 
rights. 

Mr. Hauuey. On what basis? Is it your contention that your books would 
tend to incriminate you of the offense under the Federal law? 

Mr. Pecuarr. I decline to answer for the reason that my answer might tend 
to incriminate me. 

Mr. Hauer. Under what laws? 

Mr. Pecuart. I am sorry, I am not an attorney. 

Mr. Hauuey. You have no privilege insofar as your testimony would tend to 
incriminate you under any State law. Your privilege goes to evidence which 
would tend to incriminate you under Federal laws. 

The Cuarrman,. Mr. Pechart, it is not necessary—the subpena orders you to 
bring the books in. The chairman now again orders you to bring your books and 
records specified under subpena before the committee. 

Mr. Pecuart. I will not bring my books. 

The CuarrMan. Do you refuse the direction of the chairman, speaking on behalf 
of the committee? 

Mr. Pecuart. I refuse. 

The CuarrMan. Very well. 

Mr. Pecnarrt (continuing). On the grounds stated, I decline. I stand on my 
constitutional rights. 

Mr. Hatuey. You do not know of any Federal laws pertaining to the produc- 
tion of your books and records that might tend to incriminate you? 

Mr. FautxKner. I object to questions of that type. 

The CHarrMan. That is a proper question. 

Mr. FautKner. May I be heard very shortly? 

The CHarrMAN. Very briefly. 

Mr. Fauuxner. I do not believe it is within the scope of the committee to 
examine a witness in order that he may retreat from taking his constitutional 
privilege of refusing to testify, and it is not the proper scope of the committee, 
authorized by the United States Senate to conduct an examination to compel a 
man to whittle away his constitutional rights. Now, the statement of counsel 
for the committee is not a statement of law that does anything in the way of 
protecting the witness. 

The CHatrMAN. Very well, the objection is overruled, 
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Mr. Hatiey. Mr. Pechart, where were you born and when? 

Mr. Pecuart. I am 58 years of age. I was born in Utah. 

Mr. Hauiey. And where have you lived since then, in what States? 

Mr. Pecnart. In Nevada, California. That’s about all. 

Mr. Hatiey. Were you educated in the United States? 

Mr. Pecuart. Yes, I was—what I have. I was. 

Mr. Hauiey. Where were you educated? 

Mr. Pecuart. In—just country grammar schools. 

Mr. Hauer. In Utah? 

Mr. Pecnarr. Can I talk? 

Mr. Hautiey. No. In Utah? 

Mr. Pecuart. No; I was very young when I left Utah. 

Mr. Hauitey. Where were you educated? 

Mr. Pecuart. I have no education. o 

Mr. Hatxey. Your grammer-school education, where did you get it? 

Mr. Pecuarr. Well, in the countries. I gota little in Chico; that was about all 
the education I ever had. 

Mr. Hauiey. What businesses have you been in? 

Mr. Pecuarr. I refuse to answer that question on the ground that it may 
tend to incriminate me. 

Mr. Hautey. Were vou ever- 

The CnarrmMan. Wait a minute, the chairman orders and directs you to answer 
the question. 


Mr. Pecnarr. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The CHarrMan. Then, can we have the same understanding that we had 
yesterday, Mr. Faulkner, that if the chairman, on behalf of the committee, 
allows a question to be put to the witness, then, if the witness refuses to answer, 
it will be considered that the chairman has directed the witness to answer and 
that he has refused to respond to the direction of the chairman? 

Mr. FauLKner. In other words, that he has refused to answer on the grounds 
stated? 

The CuHarrMan. Yes; and then that he has been directed bv the chairman to 
answer without going through the formality? 

Mr. FautKner. In other words, it will be understood. I think the witness 
should have it clear, the record of procedure would be for counsel to ask you a 
question, you decline to answer upon the grounds that vou have indicated, and 
after that, then the duty of the chairman of the committee would be to direct 
you to answer. 

Now, we are stipulating that where you have declined to answer that, that 
declining means that you decline to answer on the grounds stated, and it is stipu- 
lated that the chairman has directed you to answer and you have again refused 
to answer upon the grounds stated. 

The CuairRMAN. You understand that, Mr. Pechart? 

Mr. Pecuart. Yes, I do and | don’t. 

Mr. FAvuLKNER. Well, it avoids the chairman having each time to direct you 
to answer. 

Mr. Pecuart. Yes; I understand it now, yes. 

Mr. Hauury. And you agree to it? 

Mr. Pecuart. If this gentleman asks me a question? 

Mr. FauLKNER. No. You waive the requirement that the chairman directed 
you to answer, that your position would be the same. 

Mr. Pecnart. Yes; I do. 

Mr. FavLaner. Directs you to answer, if it would be in response to his ques- 
tion. 

Mr. Pecuart. Yes; I do. 

The CuarrMan. I want to see that you understand this clearly. When the 
counsel or any member of the committee or any of the staff of the committee asks 
you a question and you refuse to answer, the procedure is that, if the chairman 
feels that it is a proper question, the chairman will order you and direct you to 
answer, and then you either refuse or not, as you wish. It is quite apparent that 
where you object to—refuse to answer a question, that we are going through a 
needless ceremony of me ordering you to answer each question. 

Mr. Pecuart. I understand. 

The CHarrMan,. So, we will consider that, if the chairman allows the question 
to be put to you and you refuse to answer, then you have been directed by the 
chairman to answer, and that you have again refused. Is that understood? 








PROCEEDINGS AGAINST WALTER M. PECHART ~ 7 


Mr. Pecnart. Yes, sir. 

The CHarrman, And you agree to that? 

Mr. Pecuart. Yes, I do. 

Mr. Favutxner. And the words, “I refuse to answer,” always mean for our 
purposes, upon the grounds stated. 

The Cuarrman. What he read in the beginning is correct? 

Mr. FAuLKNER. Yes. 

Mr. Hauiey. Mr. Pechart, have you ever been in any legitimate business? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me, 

Mr. Hautitey. Where do you now have your place of business? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauiey. Do you know a man named David Kessel? 

Mr. Pecnarr. Yes; I do, 

Mr. Hauuey. How long have you known him? 

Mr. Pecuart. { refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauuey. Have you ever had any business relationships with David Kessel? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Haturey. Do you know who Attorney General Howser is? 

Mr. Pecuart. I refuse to answer that on the grounds that it might tend to 
incriminate me. 

Mr. Hautiey. Have you ever heard of an establishment known as the Wagon 
Wheel? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hatiey. Do you understand the question is to imply whether you ever 
heard of it? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauuiey. Have you ever heard of the town of San Pablo, Calif? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Haury. Have you ever been in the town of San Pablo, Calif.? 

Mr. Pecuart. I refuse to answer the same question. 

Mr. Hatury. Have you ever been in the State of California? 

Mr. Pecuart. I have. 

Mr. Haury. Have you ever been in the town of Pittsburg, Calif.? 

Mr. Pecuart. I refuse to answer the question on the grounds that it might 
tend to incriminate me. 


Mr. Hatuiey. Have you ever heard of the Wonder Grill in the town of San 
Pablo, Calif.? 


Mr. Pecnuart. Will you repeat that? 

Mr. Hatuey. Have you ever heard of the Wonder Grill in the town of San 
Pablo, Calif.? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauuey. Have you ever been in the Wonder Grill? 

Mr. Pecuarrt. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauuiey. Have you ever heard of the 49 Club? 

Mr. Pecnart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hatuiey. Have you ever been in the 49 Club? 

Mr. Pecnuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauer. Have you ever been in Contra Costa County, Calif.? 

Mr. Pecnuart. I have been in Contra Costa County. 

Mr. Hautuey. Have you ever been in the town of Albany, Contra Costa County? 

Mr. Pecuart. Yes. Albany is not in Contra Costa County. 

Mr. Hauuey. You have been in Albany? 

Mr. Pecuart. Yes, I have. 

Mr. Hatiey. Have you ever engaged in business in the town of Albany? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hatiey. Have you ever been in the town of El Cerrito? 
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Mr. Pecuart. Yes, I have. 

Mr. Hauuey. Have you ever eng in business in the town of El Cerrito? 

Mr. Pecuart. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Hau.iey. Have you ever been in the gambling business? 

Mr. Pecuart. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Hauiey. Have you ever conducted a race booking operation or business? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hauiey. Have you ever owned or operated a slot-machine device for 
gambling? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hatuey. Do you know Sheriff James Long? 

Mr. Pecnart. Yes, I do. 

Mr. Hatiey. How long have you known Sheriff James Long? 

Mr. Pecuart. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 
‘ Mr. Hauuey. Have you ever had any social relationships with Sheriff James 
song? 

Mr. Pecuart. I refuse to answer that question on the grounds that it might 
tend to incriminate me. 

Mr. Hatuey. Have you ever owned, operated, or maintained a dice game? 

Mr. Pecuarrt. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Hatury. Have you ever been convicted 

Mr. FauLtkner. May I interrupt? I think it would help the committee to be 
permitted to have him make the same answer. 

The CuarrMANn. Oh, yes; he doesn’t need to go into the same answer. 

we: FavuLKNER. And it is agreed by everyone that that would include all 

of the 

The CuarrkMan. Just say, “I refuse to answer,” and we understand that you 
are refusing to answer on the grounds that you think it might tend to incriminate 
you. 

Mr. Hatiey. The question is, Have you ever been convicted of a crime? 

Mr. Pecuart. Well, I have got to have a little help on that one. When you 
ask me if I have ever been convicted by paying a fine, would you call that a 
conviction? 

Mr. Hatuey. Yes; it would be. 

Mr. Pecuart. I refuse to answer on the grounds that it may tend to incriminate 
me. 

The CuarkMan. You already got incriminated if you have been convicted and 
paid a fine. How is that going to incriminate you? 

Mr. Favu.kner. I think I should answer that. 

The CuarrMan. I am asking the witness. 

Mr. Pecuart. Well, I have been arrested. I will withdraw that—yes; I have 
been arrested. 

Mr. Hauuey. And on such arrest, have you been convicted? 

Mr. Pecuart. Yes; I have been convicted. 

Mr. Hauuey. And when and where and for what offense? 

Mr. Pecuart. I refuse to answer on the grounds 

Senator Tosry. That is a matter of court record if you have been fined and 
eonvicted. It is a matter of public record in the courts, Why can’t you answer 
that question? 

Mr. Pecuart. I refuse to answer the question. 

Mr. Hauiey. The committee is entitled to know whether a witness has been 
before convicted of a crime, and I ask you again, 

Mr. FauLKNER. He has answered. 

Mr. Hauiey. Upon your arrest, were you convicted? Please let me finish the 
question and you may object. 

Upon your arrest, to which you have testified, arrest or arrests, were you on any 
occasion convicted of a crime? 

Mr. FAULKNER. May I have the question reread? 

(Question read.) 

Mr. Pecuartr. What constitutes crime? 

Mr. Hauuey. Your lawyer will have to advise you of that. 








, 
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; Mr. FAuLKNER. I think he has answered the question in practically identical 
orm, 

Mr. HauuEey. Were you convicted on any occasion of any offense against the 
laws of any State? 

Mr. Pecuart. Yes. The answer is ‘‘Yes.”’ 

Mr. Hauuey. Have you ever been convicted of any offense against the laws of 
the United States? 

Mr. Pecnart. Yes. 

Mr. Hatuiey. What offense was that? 

Mr. Pecuart. I refuse to answer. 

Mr. Hatiey. What offense was it in the case of the conviction against the laws 
of a State? 

Mr. Pecuart. I refuse to answer. 

Mr. Hauiey. On how many occasions have you been convicted of crime? 

Mr. Pecuarr. I refuse to answer. 

Mr. Hauu¥y. Do you know Michael Cohen, known as Mickey Cohen? 


Mr. Pecuart. Are you referring to Mickey Cohen of southern California? 

Mr. Hauuey. Yes. 

Mr. Pecuart. I do not. 

Mr. Hauuey. Do you know Frank Nicolai, or did you know him? 

Mr. PecHart. Well, I have got to ask you gentlemen for a little help there. 
There is a Nicolai family in Contra Costa County. 

Mr. Hauer. No; this is a Frank Nicolai who was associated with a Mickey 
Cohen. 

Mr. Pecuart. I do not. 

Mr. Hatuey. Do you know Arthur Samish? 

Mr. Pecuarrt. I refuse to answer on the grounds that it may tend to incriminate 
me. 

Mr. Hatiey. Have you ever seen Arthur Samish? 

Mr. Pecnuarrt. I refuse to answer the question on the grounds that it might 
tend to incriminate me. 

Mr. Hauuey. Did you know a man named Carl Neallis? 

Mr. Pecuart. Yes; I did. 

Mr. Hauer. Were you in business with Carl Neallis? 

Mr. Pecuart. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

Mr. Hatuxy. Did you ever visit at the home of Carl Neallis? 

Mr. Pecnart. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

Mr. Hauuiey. Did he ever visit at your home? 

Mr. Pecnart. The same answer. 

Mr. Hauer. Do you know Francis Collins? 

Mr. Pecuart. Yes; I do. 

Mr. Hautey. Is he district attorney of Contra Costa County? 

Mr. Pecuart. Yes; he is. 

Mr. Hauuey. Has he ever represented you in any matter? 

Mr. Pecuart. I refuse to answer on the grounds that it may tend to incriminate 
me. 

Mr. Hauuey. Did he ever represent you in any criminal matter? 

Mr. Pecuart. The same answer. 

Mr. Hauuey. I have no further questions. 

The Cuarrman. Senator Tobey? 

Mr. FauLKNER. May I clear up one point? May I speak to the witness? 

The Cuarrman. You might make it brief, because the witness is not entitled 
to very much consideration. 

Senator Tosry. Did you write that statement yourself? 

Mr. FauLKNER. Excuse me, will you state for the record 

Mr. Pecnart. On the advice of my attorney, I made a statement that I refused 
to answer the question when the gentleman there asked me if I had ever been 
in the town of San Pablo. I have been in the town of San Pablo. 

Mr. FauLKner. Now, did you hear the Senator’s question? 

The CHatrMAN. Perhaps Mr. Halley will want to follow through. 

Mr. Hauuey. Have you ever lived in the town of San Pablo? 

Mr. Pecuart. No; 1 have not lived in the town of San Pablo. 

Mr. Hauuey. Have you ever lived in the vicinity of the town of San Pablo? 
By that, I mean within 25 miles of San Pablo. 
‘ Mr. FAULKNER. That would take the whole county. He has testified where 

e lives. 
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Mr. Hatuey. I would like the question answered, in any event. 
Mr. Pecuart. Yes; I live close to San Pablo. 
Mr. Hauuey. How close to San Pablo do you now live? 
Mr. Pecuart. In within 10 miles, I would say. 
Mr. Hairy. Have you ever had any business in San Pablo? 
Mr. Pecuart. I refuse to answer that question on the grounds it may tend 
to incriminate me. 
Mr. Hauuey. I have no further questions. 
The CuarrMan. All right. Senator Tobey? 
Senator Torry. Did you write that statement yourself? 
Mr. Pecuart. The statement that I just read? 
Senator Torny. Yes. 
Mr. Pecuart. No; I did not write that statement. 
Senator Torry. Did you dictate it to somebody? 
' Mr. Pecuart. No; it was some of my thoughts. My attorney took care of 
that. 
Senator Torry. And you gave him your thoughts and he wrote the statement 
out! 
Mr. PecHart. That’s it. 
Senator Tornny. Are you a lover of dogs? 
Mr. Pecuart. Yes, I am. 
Senator Toney. Do you keep any? 
Mr. Pecnart. Yes, I do. 
Senator Torry. What kind? 
Mr. Pecuart. I have a rat-tail water spaniel and a Weimaroner. 
Senator Toney. That is all. 
The CHatrMan. Senator Wiley? 
Senator WiLey. Have any of these questions such as have been propounded 
to you today been asked by other people of you? 
Mr. Pecuart. No. 
Senator Writer. Has the internal-revenue agent been around to see you? 
Mr. Pecuart. No. 
Senator WiLey. Any agent of the tax department of California been around 
to see you? 
Mr. Pecuart. No. 
Senator Wiitxy. Have you ever engaged in political activity? 
Mr. Pecuart. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 
Senator WiLtey. Have you ever made contributions to any political party? 
Mr. Pecnart. I refuse to answer that question on the grounds that it may 
tend to incriminate me. 
Mr. Hauiey. Have you made any contribution to any individual—political 
contribution to any individual at all? 
Mr. Pecuart. The same answer, Senator. 
Senator WiLtey. Do you want to tell the committee that the answer to such 
questions would incriminate you? 
Mr. Pecuart. I refuse to answer. 
Mr. Haier. Have you consulted with anyone in relation to how the answers 
to such questions would incriminate you? 
Mr. FauLkner. I don’t think it’s—-— 
Mr. Hatter. Now—— 
Mr. FauLKNER. Just a moment, I have the right to make an objection. 
Mr. Hatuey. No; you have not. 
The CuarrmMan. Make your objection to the chairman. We will rule on it. 
Mr. FauLKNER. I don’t think it is proper for the committee to inquire as to 
whether or not a person should have legal advice with respect to the matter. 
Mr. Hauuey. We are trying to find out. 
Mr. Fau.Kner. I understand. 
The Cuarrman. That is all right. The objection has been made and the 
objection is overruled. 
fr. Hauiey. Will you read the question? 
(Question read as follows: ‘“‘Have you consulted with anyone in relation to how 
the answers to such questions would incriminate you?’’) 
Mr. Pecuart. No, excepting—no one excepting my attorney. 
Senator Wiiey. Have you any objection to telling the committee what your 
sources of income are? 
Mr. Pecuart. Yes. I refuse to answer that question. 
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Senator Witey. Have you any objection to telling the committee how much 
your income is? 

Mr. Pecuart. The same answer, Senator. 

Senator Witry. And that is all based on the idea that, if the committee had 
that information, it would have a tendency to incriminate you? 

Mr. Pecuarrt. | refuse to answer that question on the same grounds. 

Senator WiLtey. Are you married? 

Mr. Pecnart. Yes; 1 am. 

Senator WiLrey. Have you a family? 

Mr. Pecuart. No, sir. 

Senator Wiiey. No children? 

Mr. Pecuart. No, sir. 

Senator WiLEey. There was one question asked by counsel sometime ago, and 
that was whether you had any objection to telling the committee what legitimate 
businesses you have ever been engaged in. Have you any objection to telling 
what legitimate business you have been engaged in? 

Mr. Pecuart. Yes, I have. 

Senator WiLey. Do you want to tell why? 

Mr. Pecuart. I will stand on my constitutional rights. 

Senator WitEy. Do you think you have a constitutional right to refuse to tel] 
this committee what legitimate businesses you have been engaged in? 

Mr. Pecuart. I think I have a constitutional right to answer your question. 

Senator Witey. Yes. I think you have a constitutional right, and we are 
asking you to exercise that right. 

Mr. Pecuart. I refuse to answer that question. 

Senator Wier. That’s all. 

The CuHarrMAN. Let me ask one or two questions, 

Do you own your own home? 

Mr. Pecuart. Yes; I do, part of it. 

Senator Wier. What do you mean by part of it? 

The CuarrMan. When did you buy it? 

Mr. Pecuart. I didn’t buy it; I built it. 

The CuarrMANn. How much did it cost you to build? 

Mr. Pecuart. I refuse to answer that question on the grounds that it may 
tend to incriminate me. 

The CHarrMan. Do you have a mortgage on your home? 

Mr. Pecuart. I refuse to answer that question. 

The CuarrMan. Do you own any business property? 

Mr. Pecuart. I refuse to answer that question. 

The CuarrMAN. Did you own any business property 10 years ago? 

Mr. Pecuart. I refuse to answer that question. 

The CuarrMan. Now, the chairman, on behalf of the committee, will say that 
there is no law that the chairman knows about, the violation of which has a 
longer statute of limitations than 10 years. The chairman will ask you whether 
prior to 10 years ago you were engaged in any gambling activities; prior to 1940, 
were you engaged in any gambling activities. 

Mr. Pecuart. I refuse to answer the question on the grounds that it may 
tend to incriminate me. 

The CHarRMAN. Have you ever had any connection or ever secured wire service 
prior to 10 years ago? 

Mr. Pecuarrt. I refuse to answer that question. 

The CuarrMAN. Were you engaged in any interstate transactions in connection 
with gambling prior to 10 years ago? 

Mr. Pecuart. I stand on my constitutional right. 

The CuarrMan. You refuse to answer. Have you ever been engaged in the 
narcotics traffic? 

Mr. Pecuart. No, sir. 

The CuarrMan. Have you gotten any wire service for any operation? 

Mr. Pecuart. You asked mé a question if I have ever been in the narcotic 
business, and my answer was, ‘‘No,”’ and then you come back if I have ever gotten 
a wire service for what? 

The CHarrMan. For bookmaking operations. 

Mr. Pecuarrt. I refuse to answer on the grounds that it may tend to incriminate 
me. 

Senator Tosry. Did you talk to Mr. Kassel? 

Mr. Pecuart. For a few minutes. 

Senator Tosey. Did he tell you what happened? 

Mr. Pecuarr. Yes, he did. 
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Mr. Hauuey. I have a question. 

The Cuarrman. All right. 

Mr. Hauvey. Eliminating entirely any activities of your own, would you state 
to the committee whether, in the past 5 years, you have observed any gambling in 
Contra Costa County? 

Mr. Pecuart. I refuse to answer the question. 

Mr. Hauuey. I am excluding from the question any activities in which you 
were connected directly or indirectly. 

Mr. FauLkner. Under those conditions he couldn’t observe them. 

Mr. Hauuey. The question is—— 

Mr. FauLKner. Well, I object to the question; it is unintelligent. 

Mr. Hatutey. Mr. Chairman, we have got a question. 

The CHarrRMAN. What is that, Mr. Halley? 

Read the question and the objection. 

(Question read as follows:) 

“Eliminating entirely any activities of your own, would you state to the com- 
mittee whether, in the past 5 years, you have observed any gambling in Contra 
Costa County? 

“Mr. Pecuart. I refuse to answer the question. 

“Mr. Hauugy. I am excluding from the question any activities in which you 
were connected directly or indirectly. 

“Mr. FautKner. Under those conditions he cquidn’t observe them.” 

The Cuairman. The objection is overruled. What is your answer? 

Mr. Pecuart. I refuse to answer. 

Mr. Hau.iey. Have you, during the past 5 years, seen any slot machines in 
Contra Costa County, excluding Bova my question any slot machines with the 
operation of which or the ownership of which you directly or indirectly were 
connected? 

Mr. Pecuart. I refuse to answer the question. 

The CuarrMAN. What was your occupation 10 years ago, prior to 10 years ago? 

Mr. Pecnart. | refuse to answer the question. 

The CHarrMan. Well, we are not getting anywhere. 

Senator Topey. Having in mind the exhibit of refusal to answer questions, 
and since this morning, I have no recourse but to make the same motion, to cite 
him for contempt for refusal to answer the questions of the committee. 

The CuatrMan. The full committee being in session, the motion has been 
made by Senator Tobey that the committee recommend to the United States 
Senate contempt proceedings against William Pechart for refusing to answer 
questions propounded to him by the committee, and for refusing to obey the 
subpena issued by the committee directing him to bring in certain books, records, 
papers, as described in the subpena. The subpena will be made a part of the 
record at this point. 

Do I head a second? 

Senator Wier. Second it. 

The CuarrMaAn. The motion is seconded by Senator Wiley. All in favor, let it 
be known by saying “Aye.” 

Let the record show Senator Wiley, Senator Tobey, and Senator Kefauver have 
voted for the motion, and counsel is instructed to immediately prepare for sub- 
mission to the United States Senate the necessary resolution asking the Senate to 
vote a contempt proceedings and to direct the United States attorney for the 
northern district of California to proceed with all due expedition with the contempt 
proceedings against this person. 

That is all. 

Mr. FauLKner. At the outset of the hearing yesterday, you indicated that we 
would have a copy of the transcript by- process. 

The CuarrMAN. You can have a copy. 

Mr. FauLKNER. The witness is excused? 

The CHarrMan. Yes; the witness is excused. 

(Witness excused.) 

O 














UNIV. OF MICH. 


Calendar No. 30 


82p CoNGRESS t SENATE REpPorT 
1st Session 


PROCEEDINGS AGAINST PAT MANNO (ALIAS PATRICK J. 
MANNING) FOR CONTEMPT OF THE SENATE 


JANUARY 22 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


> 
Os 
a 


4 
. 


“Crime in Interstate Commerce, submitted the following 


©FAUVER, from the Special Committee To Investigate Organized 


WV 


REPORT 


4 
as 


JAN 3 1 3051 


[To accompany S. Res. 49] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Pat Manno (alias Patrick J. 
Manning) of Winnetka, Lil. The said subpena directed Pat Manno 
(alias Patrick J. Manning) to be and appear before the said com- 
mittee forthwith at its committee room 900, HOLC Building, First 
and Indiana Avenue NW., Washington, D. C., then and there to 
testify touching matters of inquiry committed to said committee and 
not to depart without leave of said committee. The date of the sub- 
pena was the 26th day of August 1950. Attendance pursuant to said 
subpena was thereafter duly postponed to October 18, 1950, at which 
time the witness appeared. The subpena served upon said Pat 
Manno (alias Patrick J. Manning) is set forth as follows: 


UnitTep STaTes oF AMERICA 
CONGRESS OF THE UNITED STATES . 


To Pat Manno, auias Patrick J. Manninc, 860 Lamson Drive, Winnetka, IIl., 
Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Special Senate Committee To Investigate Organized Crime in Interstate Com- 
merce of the Senate of the United States, forthwith, 1950, at their committee 
room 900 HOLC Building, First and Indiana Avenue NW., Washington, D. C., 
then and there to testify what you may know relative to the subject matters 
under consideration by said committee, and bring with you: 

1. All ledgers, vouchers, canceled checks, check stubs, bank deposit slips, bank 
statements, financial statements, notes, copies of tax returns, records of accounts 
receivable and payable and records of cash receipts and disbursements, for the 
period from January 1, 1940, to date; 
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2. All books, records, or other documents showing ownership of, or other 
holding or interest in any business company or enterprise, or in any property, 
real, personal, or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in paragraph 2 
hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To M. P. Scanlon to serve and return. 

Given under my hand, by order of the committee, this 26th day of August in 
the year of our Lord 1950. 


Estes KEFAUVER, 
Chairman, Commitiee on Senate Committee To Investigate 

Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by M. P. Scanlon, who was duly authorized to serve the said 
subpena. The return of the service by the said M. P. Scanlon, being 

endorsed thereon is set forth as follows: 

SEPTEMBER 21, 1950. 
I made service of the within subpena by personal service on the within-named 
Pat Manno, alias Patrick J. Manning, at Tremont Motor Sales, 6040 South 


Cottage Grove Ave., Chicago, IIl., at 2:50 p. m., on the 21st day of September 
1950. 


M. P. Scan.ton. 


The said Pat Manno (alias Patrick J. Manning) pursuant to said 
subpena and in compliance therewith appeared before the said com- 
mittee to give such testimony as required by virtue of Senate Resolu- 
tion 202, Eighty-first Congress, second session. Pat Manno (alias 
Patrick J. Manning) having appeared as a witness and having been 
asked questions, which questions were pertinent to the subject matter 
under inquiry, made answers as appeared in the record of the hearings 
on October 18, 1950, at Chicago, Ill., which record is annexed hereto 

nd made a part hereof and designated “Annex I.” As a result of 
Pat Manno (alias Patrick J. Manning’s) refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Pat Manno 
(alias Patrick J. Manning) pertinent to the subject matter which 
under Senate Resolution 202, Eighty-first Congress, second session, 
the said committee was instructed to investigate, and the refusal of 
the witness to answer questions as set forth in annex I is a violation 
of the subpena under which the witness was directed to appear and 
answer pertinent questions to the subject under inquiry, and -his 
persistent and illegal refusal to answer the aforesaid questions de- 
prived the committee of necessary and pertinent testimony and 
places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpeciaL CoMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There 
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were also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel; 
and Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose 
of taking testimony and all other committee acts, to hold hearings at such time 
and places as the chairman might designate with reference to the committee’s 
investigations of organized crime in the vicinities of the cities of Chicago, St. 
Louis, Wanses City, Miami, Miami Beach, and Philadelphia, and in the States of 
New York and New Jersey. 

Estes KEFAvuvVER, Chairman, 


After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpeciaL ComMitTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m., in room 457 of Senate Office Building. 
There were present the chairman, Senator Kefauver, and Senators Tobey and 
Wiley. 

The chairman presented to the committee the minutes of the committee meeting 
of September 6, 1950, together with a resolution made as of that date. The 
chairman stated to the committee that the chairman had designated a subcom- 
mittee to hear continued testimony in connection with organized crime in the city 
of Chicago and in the cities of Miami and Miami Beach pursuant to the resolution 
of September 6, 1950, the subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meetings on October 18, 1950, held in room 267, United States Courthouse 
(Old Post Office Building), Chicago, Ill. 

The chairman stated to the committee that the witness, Pat Manno (alias 
Patrick J. Manning), repeatedly, consistently, and arbitrarily had refused to an- 
swer questions put to him throughout the chairman’s examination of said witness 
on October 18, 1950, and that his refusal, therefore, was improper and con- 
temptous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration, and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, it 
was resolved that the committee present to the United States Senate, for its im- 
mediate action, a resolution requiring the United States attorney for the northern 
district of Illinois to proceed against the said Pat Manno (alias Patrick J. Man- 
ning) in the manner and form provided by law. 

Estes Keravuver, Chairman. 


ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unitep States SENATE, 
SpeciAL CommiITtTEr To INVESTIGATE ORGANIZED 
Crime IN INTERSTATE COMMERCE, 
Chicago, Ill., Wednesday, October 18, 1950. 

The committee met, pursuant to recess, at 9:20 a. m., in room 267, United 
States Courthouse (Old Post Office Building), Chicago, Ill., Senator Estes Ke- 
fauver, chairman of the committee, presiding. 

Present: Senator Kefauver (chairman). 

Also present: Rudolph Halley, chief counsel; George 8. Robinson, associate 
counsel; Alfred M. Klein, assistant counsel; William C. Garrett, and W. D. Amis, 
investigators; and Julius Cahn, administrative assistant to Senator Wiley. 

The Cuarrman. The committee will come to order. 

Come around, Mr. Manno. 
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Do you solemnly swear the testimony you will give this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Manno. Yes, sir. 


TEsTIMONY OF Pat MANNo, Stevens Hore:, Cuicaco, ILL. 


Mr. Rosrnson. State your full name. 

Mr. Manno. Pat Manno. 

Mr. Rosinson. What is your address? 

Mr. Manno. Stevens Hotel. 

Mr. Rosinson. What business are you in, Mr. Manno? 

Mr. Manno. DiGeorge Tailoring, 30 North Michigan. 

Mr. Rospinson. And what other business? 

Mr. Manno. What do you mean, any other business? 

Mr. Rosinson. Are you in any other business? 

Mr. Manno. I have to refuse to answer that question, sir. 

Mr. Rosrnson. Are you in the policy business? 

Mr. Mawnwno. I have to refuse to answer that question on the ground it would 
incriminate me. 

Mr. Rostnson. Do you operate a wheel? 

Mr. Manno. I refuse to answer that question. 

The CHatrmMan. The chairman-orders you to answer these questions. The 
chairman advises you that you have no right to refuse to answer a question here 
because it might be a violation of a State law. It is only where there is a Federal 
law that is going to incriminate you that you might have a right to claim your 
privilege. 

So questions asked by Mr. Robinson, whether you are in the policy game or 
what other business you have, you have no right to refuse to answer. I order 
you to answer them. 

Mr. Manno. Senator, I have no immunity before the Senate investigating 
committee here, but my immunity extends to the laws of Illinois. 

The CHarrMan. The question was, ‘““‘What other business are you in?” And 
I order you to answer that question. 

Mr. Manno. I am sorry, I have to refuse to answer on the ground it may tend 
to incriminate myself. 

The CuarrMan. Of what offense might it incriminate you? 

Mr. Manno. I can’t be a witness against myself. 

The CHarrRMAN. Have you consulted a lawyer? 

Mr. Manno. Well, for advice; yes, sir. 

The CuarrMan. Do you want to have a lawyer here? 

Mr. Manno. When? 

The CuarRMAN. I mean now. 

Mr. Manno. No. I don’t know whether the man is in his office. 

The CHarrMan. The point I make is that if you want to have a lawyer to 
advise you, we will give you that opportunity; but if you do not want to, there is 
no use fooling about these questions longer. 

Mr. Manno. I don’t think a lawyer is necessary. 

The CuarrMANn. Then you do not want a lawyer? All right. 

Mr. Manno. At this time. 

The Cuarrman. Ask any other questions, and let the record show that you 
are ordered to answer them; and if you do not answer them, you will have to pay 
the consequences. The matter will have to be taken up with the Senate. 

All right, Mr. Robinson. 

Mr. Rorinson. Do you run a book? 

Mr. Manno. No, sir. 

Mr. Rosrnson. Do you have any other gambling interest? 

Mr. Manno. No, sir. 

Mr. Rogrnson. That is all I have. 

The CuarrmMan. The question was: You are in the tailoring business at 30 
North Michigan. Then the question was asked, ‘‘What other business are you 
in?” 

Mr. Manno. No other business than that, sir. 

The CuarrMan. None other than that? 

Mr. Manno. Whatever the question may be. 

The CuarrmMan. Why did you refuse to answer that a minute ago? 

Mr. Manno. Which one? He asked me about some other business. 

Mr. Roprnson,. Are you in some other business except the tailoring business? 
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Mr. Manno. I refuse to answer that question on the ground it may tend to 
incriminate me. 

Mr. Waite. Are you still in the tailoring business today? 

Mr. Manno. No; I wouldn’t say I was. I am still paying rent there. We 
closed it, liquidated it. 

Mr. HAuuey. Are you in the policy business? 

Mr. Manno. I have to refuse to answer that question, sir, on the ground it may 
tend to incriminate me. 

Mr. Hauuey. Were you ever in the policy business? 

Mr. Manno. I will have to refuse to answer that question, sir, on the ground it 
may tend to incriminate me. 

Mr. HAuuey. Were you in the policy business 10 years ago? 

Mr. Manno. I will have to refuse to answer that question. 

The CHarrMAn. Prior to 10 years ago? 

Mr. Manno. I still have to refuse to answer. 

The Cuarrman. That is all. 

You remain under subpena. 

Are you in the numbers racket? 

Mr. Manno. I refuse to answer that question on the grounds it would tend 
to incriminate me. 

The CHatrMANn. You will remain under subpena subject to further call, and 
we will let you know when we want you again. 

Mr. Manno. O. K., sir. 

(Thereupon, at 5 p. m., a recess was taken until 10 a. m., Thursday, October 
19, 1950.) 

O 
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rs REPORT 


[To accompany S. Res. 50] 


UNIV. OF MICH. 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Jack Dragna, of Los Angeles, 
Calif. The said subpena directed Jack Dragna to be and appear 
before the said committee forthwith at its committee room 900 
HOLC Building, First Street and Indiana Avenue NW., Washington, 
D.C., then and there to testify touching matters of inquiry committed 
to said committee and not to depart without leave of said committee. 
The date of the subpena was the 21st day of September 1950. Attend- 
ance pursuant to said subpena was thereafter duly postponed to Oc- 
tober 7, 1950, at 9:30 a. m., at which time the witness appeared. The 
witness was then instructed to reappear thereafter on the same day 
pursuant to said subpena, dated September 21, 1950, and he did so 
appear. ‘The subpena served upon said Jack Dragna is set forth as 
follows: 

Untrep States oF AMERICA 


CONGRESS OF THE UNITED STATES 


To Jack DRAGNA, 
3927 Hubert Avenue, or 3521 Beachwood Street, 
Los Angeles, Calif., Greeting: 

Pursuant to lawful authority, vou are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on forthwith, 1950, at their com- 
mittee room 900 HOLC Building, First Street and Indiana Avenue NW., Washing}on, 
D. C., then and there to testify what you may know relative to the subject 
matters under consideration by said committee, and bring with you: 

1. All ledgers, vouchers, canceled checks, check stubs, bank deposit slips, 
bank statements, financial statements, notes, copies of tax returns, records of 
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accounts receivable and payable and records of cash receipts and disbursements 
for the period from January 1, 1940, to date; 

2. All books, records, or other documents showing ownership of, or other holding 
or interest in any business company or enterprise, or in any property, real, personal 
or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in paragraph 2 
hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To , to serve and return. 


Given under my hand, by order of the committee, this 21st day of September, 
in the year of our Lord 1950. 








Estes KEFAvvER, 
Chairman, Commiitee on Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Harold V. Weil (4,927), Los Angeles Police Department, 
intelligence section, who was duly authorized to serve the said sub- 
pena. The return of the service by the said Harold V. Weil, being 
endorsed thereon is set forth as follows: 


SEPTEMBER 28, 1950. 
I made service of the within subpena by handing to him pny the within- 
named subject, at the front of 7667 Hollywood Boulevard, Los Angeles, Calif., 
at 12:01 p. m., on the 28th day of September 1950. 


Haroitp V. Wer. (4,927), 
Los Angeles Police Department, Intelligence Section. 

The said Jack Dragna pursuant to said subpena and in compliance 
therewith appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. Jack Dragna having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing on October 7, 1950, at Chicago, Ill., which record is annexed 
hereto and made a part hereof and designated “Annex I.” 

As a result of said Jack Dragna’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
eoncerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Jack Dragna 
pertinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was directed to appear and answer pertinent questions to 
the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 
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The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpeciaL ComMir1eEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-—82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel; and 
Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose 
of taking testimony and all other committee acts, to hold hearings at such time 
and places as the chairman might designate with reference to the committee’s 
investigations of organized crime in the vicinities of the cities of Chicago, St. 
Louis, Kansas City, Miami, Miami Beach, and Philadelphia, and in the States 
of New York and New Jersey. 

Estes KEFAUVER. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpecraL CommitTrEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457, Senate Office Building. There 
were present the chairman and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of the committee 
meeting of September 6, 1950, together with a resolution made as of that date. 
The chairman stated to the committee that the chairman had designated a sub- 
committee to hear continued testimony in connection with organized crime in 
the city of Chicago and in the cities of Miami and Miami Beach pursuant to the 
resolution of September 6, 1950, the subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meetings on October 7, 1950, held in room 267, United States Courthouse 
(Old Post Office Building), Chicago, Ill. 

The chairman stated to the committee that the witness, Jack Dragna repeatedly, 
consistently, and arbitrarily had refused to answer questions put to him through- 
out the chairman’s examination of said witness on October 7, 1950, and that his 
refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said 
oo: and instructed the chairman to present said report to the United States 

enate, 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
northern district of Illinois to proceed against the said Jack Dragna in the manner 
and form provided by law. 


Estes Keravuver, Chairman: 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UnitTep States SENATE, 

SpeciaL CoMMITTEE To INVESTIGATE ORGANIZED 
CrIME IN INTERSTATE COMMERCE, 
Chicago, Ill., Saturday, October 7, 1950. 


EXECUTIVE SESSION 


The committee met, pursuant to call, at 9:30 a. m., in room 267, United States 
Courthouse (Old Post Office Building), Chicago, Ill., Senator Estes Kefauver 
(chairman of the committee) presiding. 

Present: Senator Kefauver. 

Also present: Rudolph Halley, chief counsel; George S. Robinson, associate 
counsel; George H. White, Patrick H. Kiley, William C. Garrett, and W. D. Amis, 
investigators; Julius Cahn, administrative assistant to Senator Wiley; Elmer 
Oltman, Intelligence Unit, Bureau of Internal Revenue, Kansas City Division, 
N. F. Ortwerth, internal revenue agent, St. Louis division; Daniel P. Sullivan, 
operating director, Crime Commission of Greater Miami; and Walter J. Devereux, 
chief investigator, Chicago Crime Commission, and consultant to the committee. 

The CuarRMAN. The committee will be in order. 

* * * * * * * 

Mr. Rostnson. When is the last time you were in Chicago? 

Mr. Draena. I don’t remember. 

Mr. Rosinson. Were you in Chicago the first part of this year? 

Mr. Dragana. I might have been. I don’t remember. 

Mr. RosInson. Don’t you recall that far back whether you were in Chicago 
or not! 

Mr. Draena. No; I don’t remember, 

Mr. Rosinson. You don’t remember? 

Mr, Draena. No. 

Mr. Rosrnson. You don’t remember being in Chicago about February or 
January of this year? 

Mr. Draana. I don’t remember. 

The CHatrMan. Were you? You would know whether you were here in 
February or January of this year. That is not being very cooperative. If you 
came all the way to Chicago 8 months ago, you would know about it. 

Mr. Dracna. I don’t remember. I was in New York last year about this time. 
I don’t remember whether I stopped here or not. 

The CuHarrMAn. Did you stop over here? 

Mr. Draana. I don’t remember, sir. 

The Cuarrman. Did you visit here? 

Mr. Dracna. I know I didn’t visit. I don’t remember. 

Mr. Ropinson. You came by airplane, didn’t you? 

Mr. Draana. What? 

Mr. Rosrnson. You came by airplane? 

Mr. Dracna. Came where? 

Mr. Rosrnson. The first part of this year, to Chicago, didn’t you? 

Mr. Draena. I don’t remember. 

The CHarrmMan. Mr. Dragna, I would like to be sympathetic and everything, 
but if you came to Chicago the first part of this year, you would know about it; 
so you might as well tell us about it, if you did. 

Mr. Dracna. I am not trying to hide nothing. My memory ain’t so good 
since they have been doing this to my family over there. They have got me half 
crazy, and when I tell you I don’t remember, I don’t remember. If I remembered, 
I would tell you, 

* * * * - * * 


Mr. Hatiey. Did you make any trips after the police took your records? 

The CHarrMan. Out of California. 

Mr. Dracna. I don’t remember. 

Mr. Hauuiey. Mr. Chairman, will you please instruct the witness to answer? 

The CHarrMan. You should know, Mr. Dragna, whether you made any trips 
out of California since the police took your records. 

Mr. Dracwa. At times I don’t even remember that I am alive. 
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The CuarrMan. That is not a hard thing to remember, about whether you 
went out of California or not. 

Mr. Draena. I don’t remember. 

Mr. Kurianp. Senator, they followed him with three cars, his son, with three 
police cars, night and day. His wife with three police cars. They have 27 
police cars following him in shifts, not for the purpose of following him, but merely 
for the purpose of annoying him, because one goes in front and one goes in back, 
and one goes on the side. 

The CHarrMan. That is all the more reason why he ought to remember whether 
he has been out of California. 

Mr. Kuruanp. It is very disturbing. He has a son working 12 hours a day 
in a delicatessen. They follow him. They stand out in front of the delicatessen 
all day with three police cars. 

The CuarrMaAn. That is not a very satisfactory answer to the simple question 
of whether he has left the State of California since February 1950; and, if so, 
where did he go to? 

He has answered in detail about things 20 years ago, and he would certainly 
know what happened this year. 

What is your answer? 

Mr. Draana. I don’t remember. 

The CHarrMAN. You do not remember whether you have been out of California 
this year or not? 

Mr. Dracna. That is correct; I don’t remember. 

* * * * * * * 


Mr. Hauiey. Have you been in an airplane in 1950? 

Mr. Kurianp. You mean other than the flight here this time? 

Mr. HAtiey. Other than to come here to Chicago to testify? 

Mr. Draena. I don’t remember. 

Mr. Hauiey. What is your answer? 

Mr. Draana. I don’t remember. 

Mr. Hauiey. Have you been in a train in the year 1950, other than to appear 
here to testify? , 

Mr. Draena. I don’t remember. 

Mr. Hautiey. Your answer is that you do not remember? 

Mr. Draena. That is correct. 

Mr. Hautey. I ask the chairman to advise the witness that an answer that he 
does not remember whether he was in a train or an airplane in the year 1950, is not 
a satisfactory answer, and amounts to a refusal to answer the question. 

The CuarrMan. Yes, that is right. That is a very simple question, as to 
whether you have been in an airplane or a train during 1950, and your refusal to 
answer would show that you are concealing some fact, or it would indicate that, 
and that would be a matter for the committee to consider in connection with a 
contempt citation, Mr. Dragna. I think I had better advise you about what 

Mr. Draana. I think I have been pretty fair in answering everything. 

The CuatrMan. That is a very simple question. We just want to know. 

Mr. Kuruanp. As long as the chairman is instructing the witness in connection 
with this matter, I feel I should advise the witness that in this particular question 
he can reply separately. He has answered repeatedly he does not remember. 
Separate and apart from that, and without waiving the answer, I advise the wit- 
ness that he may refuse to answer—and we don’t consider the “I don’t remember” 
a refusal to answer—upon the grounds that it may tend to incriminate him in 
connection with some Federal penal statute or Federal offense. 

Do you so state your constitutional privilege in words of that phrasing? 

Mr. Draeona. If it is necessary; yes. 

Mr. Hatter. What Federal offense do you have in mind? Think of one fast, 
please. : 

Mr. Kurtanp. I don’t need your sarcasm. You think of one fast. You 
stated it. 

Mr. Hatxiey. Your objection isn’t satisfactory unless you state it. 

Mr. Kuruanp. Let a court decide. 

Mr. Hatuiey. Are you willing to state a particular offense that you refer to in 
making this objection? 

Mr. Kuruanpb. Federal offenses tending to possibly involve him in a violation 
of a Federal statute regulating or affecting interstate commerce or penal activities 
in connection therewith. I do not want the record to be confused at all. The 
witness has separately answered the question. If the answer is not to the satis- 
faction of the committee, then the constitutional grounds as phrased are separately 
and distinctly stated, and not waived. 
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Mr. Hauer. You mean they are a second line of defense? 

The CuarrmMan. That is all right. Just go ahead. 

Mr. Hau.ey. Were you in the city of Chicago in the year 1950? 

Mr. Draena. I don’t remember. 

Mr. Hauer. Do you want to restate again the objection on the constitutional 
grounds? 

The Cuarrman. I order you to answer more definitely, Mr. Dragna. 

Mr. DraGna. My answer is that I don’t remember. 

Mr. Kuruanpb. Without waiving the answer which the witness has made to the 
question, and separately and apart therefrom, the witness stands upon his con- 
stitutional right that it may tend to incriminate him in connection with a Federal 
offense involving the proceeding in interstate commerce across State line or 
otherwise, in relation to a violation of a Federal penal law. 

Do you state that as your ground, sir? 

Mr. Draena. Yes. 

Mr. Kuruanp. That is not a confession or concession that the witness has not 
answered. 

The CHarrMan. We understand the point. 

There are two other questions. When you were working for the Illinois News 
Service, did the checks come from Illinois to you? Were they sent from here to 
you in Los Angeles? 

Mr. Dracena. That is correct. 

The CHarrMan. By mail? 

Mr. Dracna. That is correct. 

The CuarrMan. When you ceased doing business with them in February 1950, 
did they send you any lump-sum amount or any amount to settle your account 
with them? 

Do you say ‘‘no”’? 

Mr. Draena. No, sir. 

The CuarrMan. Did you have an office in which you did business out there? 

Mr. Dracna. I was doing business out of my home. 

The CuarrMan. Your office was in your home? 

Mr. Dracna. Yes. 

The CuatrMan. All right. That is all. 

Mr. Dragna, you can go back to Los Angeles. The subpena that has been 
served on you will be a continuing one. If you or your attorney are notified 
that we want you to appear somewhere, we will expect you to appear without 
the service of another subpena. Is that understood? 

Mr. Kuruanp. It will be understood he will be appearing under the force of 
this subpena. Would your rule on my request to return the papers held by the 
committee which were unlawfully taken from Mr. Dragna’s home? 

The CuarrMan. I personally do not know of any papers. Whatever papers 
we may have, I am certain that we got legally. So if there are papers which I do 
not know about, I do not know about them, and your application will be overruled. 

It is academic, so far as I am concerned, because I do not know about the papers. 

Mr. Kuruanp. I presume the Senator knows what his assistants know. 

Separately from that, and without waiving my request, Senator, those papers 
which they don’t need and which might be of some assistance in the ordinary 
conduct, I think they might send eek: even if they have to send them anony- 
mously. There is no use in their being vindictive or petty about the matter. 

The CuarrMAN. You have made your application. 

Thank you. 

Mr. Kuruanp. Thank you. 

(Discussion off the record.) 

The CuairMan. It is stipulated that the record Mr. Kurland will have is for the 
confidential use of himself and his client, and for no one else. 

Mr. Kuruanp. I will accept that as such, and will observe my word. Thank 
you. 

(Thereupon, at 12:45 p. m., a recess was taken until 2:30 p. m., of the same day.) 


O 
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82p CoNGrREss } SENATE 
Ist Session 


INVESTIGATING NATIONAL HEALTH PROBLEMS 


JANUARY 23 (legislative day, JANuAaRy 8), 1951.— Ordered to be printed 


Murray, from the Committee on Labor and Public Welfare‘ 
submitted the following 


= 
ARY 


REPORT 
(To accompany 8. Res. 39] 


The Committee on Labor and Public Welfare, to whom was referred 
Senate Resolution 39, sponsored by Mr. Murray, and directing the 
committee, through its Subcommittee on Health, to continue its study 


and survey of health insurance plans in the United States, the activi- 
ties of State and local governments in the field of health services and 
related matters, requiring that a report thereon be submitted to the 
Senate not later than March 31, 1951, having considered the same, 
report favorably thereon without amendment and recommend that 
the resolution do pass. 

The resolution reads as follows: 


Resolved, That the authority of the Committee on Labor and Public Welfare, 
or any duly authorized subcommittee thereof, under Senate Resolution 273, 
Eighty-first Congress, agreed to May 26, 1950 (providing for study and survey 
of health insurance plans in the United States, the activities of State and local 
governments in the field of health services and related matters), is hereby con- 
tinued until March 31, 1951. 


Because of the difficulties in recruiting technically trained personne- 
equipped to study the problems authorized by Senate Resolution 273, 
agreed to May 26, 1950, it was not possible to recruit a full staff 
until some 3 months after the date of authorization. In addition, 
although the subcommittee has received excellent cooperation from 
the various public and private agencies concerned, the agencies have 
not yet been able to provide all the information requested. Therefore, 
it is believed necessary that the subcommittee be extended an addi- 
tional 2 months. 

No additional appropriation is required for the subcommittee 
activities during this period. 

The Committee on Labor and Public Welfare therefore report Senate 
Resolution 39 unanimously and recommend its approval. 


O 
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82p ConGREss f SENATE { Report 
1st Session No. 34 


AUTHORIZING EMPLOYMENT OF TEMPORARY INVES- 
TIGATORS, CLERICAL OR OTHER ASSISTANTS 


JANUARY 23 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 
> 


- [To accompany 8. Res. 19] 


ia ‘Ee Committee on Post Office and Civil Service, to whom was 
oweféived the resolution (S. Res. 19) to authorize employment of tem- 
>porary investigators, clerical or other assistants, having considered 
nFeatee, report favorably thereon without amendment and recom- 
met that the resolution do pass. 


5 
= 
6 
~ 
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STATEMENT 


Under the Legislative Reorganization Act of 1946 each standing 
committee is permitted to employ not in excess of four professional 
staff members and six clerical assistants. During the Eighty-first 
Congress it was not found necessary to employ more than two pro- 
fessional members of the staff of the Post Office and Civil Service 
Committee, but it was necessary, at certain times, to employ an 
additional clerical assistant and it appears that this situation will 
continue to prevail in the Eighty-second Congress. Actually, there 
is considerable saving by following this procedure, inasmuch as the 
total amount expended by the Committee on Post Office and Civil 
Service for additional clerical assistants during the Eighty-first Con- 
gress was considerably less than the saving effected by having only 
two full-time professional staff members. 


O 
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82p CoNGRESS SENATE { Report 
1st Session No. 35 


PROVIDING FOR THE PRINTING OF ADDITIONAL COPIES 
OF THE PAMPHLET ENTITLED “SELLING TO YOUR 
GOVERNMENT” 


January 25 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany S. Res. 40] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 40) providing for the printing of additional 


copies of the pamphlet entitled ‘Selling to Your Government,” having 
considered the same, report favorably thereon without amendment, 
and recommend that it be agreed to by the Senate. 

The chairman of the Select Committee on Small Business has 
informed your committee that it has a list of 25,000 individual requests 
for the pamphlet entitled “Selling to Your Government.” The 
estimated cost for the printing of 30,000 copies is $589.55. 
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82p ConGrREss j SENATE | Report 
Ist Session No. 36 


AUTHORIZING THE TEMPORARY EMPLOYMENT OF ADDI- 
TIONAL PERSONNEL BY THE COMMITTEE ON POST 
OFFICE AND CIVIL SERVICE 


JANUARY 25 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 19] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 19) authorizing the temporary employment of 
additional personnel by the Committee on Post Office and Civil Serv- 
ice, having considered the same, report favorably thereon without 
amendment, and recommend that it be agreed to by the Senate. 

During the Eighty-first Congress the Committee on Post Office and 
Civil Service did not find it necessary to employ more than two pro- 
fessional members on its staff, but it was necessary for that com- 
mittee, at certain times, to employ an additional clerical assistant 
and it appears that this situation will continue to prevail in the 
EKighty-second Congress. The amount authorized to be expended 
under this resolution (S. Res. 19) is $3,000. 


O 
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Ist Session No. 37 








EXTENDING THE AUTHORITY FOR THE INVESTIGATION 
OF THE FUEL RESERVES AND TO FORMULATE A FUEL 
POLICY FOR THE UNITED STATES — 


JANUARY 25 (legislative day, January 8), 1951.—Ordered to be printed 
ad 


<< 


Mr. Havrpen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


9) 


{To accompany S. Res. 33] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 33) extending the authority for the investiga- 
tion of the fuel reserves and to formulate a fuel policy for the United 
States, having considered same, report favorably thereon without 
amendment and recommend that the resolution be agreed to. 

This resolution authorizes the continuance of the investigation of 
available fuel reserves in the United States and the study of methods 
which would encourage the development of fuels, but not including 
atomic energy and the employment of new fuels which might be 
byproducts from agricultural commodities. 

The necessity for its continuance is explained in the following letter 
from the chairman of the Committee on Interior and Insular Affairs 
to the chairman of the Committee on Rules and Administration: 

JANUARY 22, 1951. 
Hon. Cart HayYDEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear SeEnaToR HaypEen: On August 15, 1950, your committee favorably 
reported Senate Resolution 239 authorizing a full and complete investigation and 
study of the available fuel reserves of the United States. The resolution provided 
$20,000 and required a report by December 31, 1950. 

However, when it was found impossible to complete the work of the committee 
by the end of the Eighty-first Congress, you were good enough to favorably report 
Senate Resolution 374 which continued the authorization until January 31, 1951. 
Although Senate Resolution 374 originally requested authority until the end of 
the Eighty-second Congress, your committee felt that it had best not commit the 
Eighty-second Congress longer than the first month of the current session. 

Senate Resolution 33 does not request additional funds. The only expenditures 
made thus far have been for the employment of one stenographer, an expenditure 
of $810. The greatest amount of the work has been done by the regular committee 
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staff. At the present time there is being printed a comprehensive monograph, a 
factual study of the fuels which include petroleum, natural gas, coal, and electric 
power. The committee was hopeful that this monograph would have been dis- 
tributed before the first of the year in order to provide the basis first for a round- 
table discussion with members of the various industries, to be followed by ap- 
propriate hearings. Delays in the accumulation and compilation of materials 
and at the Printing Office impeded the production of the monograph. Senate 
Resolution 33 extends the authority for the study until June 30, the end of the 
fiscal year. Your favorable consideration will be greatly appreciated. 
Sincerely yours, 
JoserpnH C. O’ MAHONEY, 
Chairmah, Committee on Interior and Insular Affairs. 


A proposed budget for the expenditure of the funds ($20,000) 
granted by the original resolution (S. Res. 239, 81st Cong., agreed to 
on August 15, 1950) is as follows: 


Staff director 
I a SE ee cai eudllidm ial apse ilabigaeanmented aka ees a 
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82p CoNGRESS SENATE REpPorT 
1st Session No. 38 


EXTENDING THE AUTHORITY FOR AN INVESTIGATION 
OF THE RELATIONSHIP OF THE UNITED STATES WITH 
THE INDIANS 


JANUARY 25 (legislative day January 8), 1951.— Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 


— oO submitted the following 


> 


— 


4 = REPORT 


i 
Cf) a 


<< [To accompany §. Res. 32] 

The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 32) extending the authority for an investigation 
of the relationship of the United States with the Indians, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution be agreed to. 

This resolution authorizes the continuance of a study of a long-range 
policy designed to bring the American Indian toward greater responsi- 
bilities as a full citizen of the United States. Coordination is also 
needed by the two present philosophies of treatment of the Indian, 
one as a governmental ward confined generally to reservations and the 
other as a rightful citizen of this country with all attendant privileges. 

Such a study was commenced under the authorization of Senate 
Resolution 292, Eighty-first Congress, agreed to on July 13, 1950. 
The necessity for its continuance is explained in the following letter 
from the chairman of the Committee on Interior and Insular Affairs 
to the chairman of the Committee on Rules and Administration: 

JANUARY 22, 1951. 
Hon. Cari HaypeEn, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington 25, D. C. 

My Dear Senator Haypen: During the second session of the Eighty-first 
Congress, your committee was good enough on July 13 to report Senate Resolu- 
tion 292, a bill which granted authority and an appropriation of $25,000 for this 
committee to undertake a complete study and investigation of Indian affairs, 
with a view toward recommending appropriate legislation. The authority of 
Senate Resolution 292 expires January 31, 1951. 

Although when introduced it was expected that the work under the resolution 
would be a 6 months’ study, the fact is that the study did not get underway until 
November, and it is not believed that a satisfactory and complete report can be 
submitted by January 31. 
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I have introduced Senate Resolution 32 of the Eighty:-second Congress asking 
for a continuation of the authority until June 30, 1951. No request is made for 
additional funds. Of the $25,000 originally authorized, it is expected that only 
$3,339.75 will have been expended by January 31. In the event that a favorable 
report is given to Senate Resolution 32, it will be possible in the next few months 
to satisfactorily extend the investigation to the end originally planned. 

Sincerely yours, 
JosEPH C. O’MAHONEY, 
Chairman, Committee on Interior and Insular Affairs. 


A proposed budget for the expenditure of the funds ($25,000) 
granted by the original resolution (S. Res. 292, 8ist Cong., agreed to 
on July 13, 1950) is as follows: 


Director at the rate of $10,600 annually for 6 months_- ovement sce ee 
2 assistants at the rate of $8,000 annually, for 6 months : Ra NB 3, 000 
2 clerk-stenographers at a rate not to exceed $4,000 annually_- i 4, 000 
Stenographic reporters -_ — __ ! Bara . 200 
Travel for Senators and staff members, office supplies, miscellaneous__._ 6, 500 


Total , 000 
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82p CoNGRESS ; SENATE REPORT 
No. 39 


Ist Session 


AUTHORIZING THE COMMITTEE ON EXPENDITURES IN THE 
EXECUTIVE DEPARTMENTS TO EMPLOY TEMPORARY ADDI- 
TIONAL PERSONNEL AND INCREASING THE LIMIT OF EXPEND- 
ITURES 


JANUARY 25 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


—— 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany SB. Res. 51] 


The Committee on Rules and Administration, to whom was 
referred the resolution (S. Res. 51) authorizing the Committee on 
Expenditures in the Executive Departments to employ temporary 
additional personnel and increasing the limit of expenditures, having 
considered the same, report favorably thereon with an amendment 
and recommend that the resolution, as amended, be agreed to. 

This resolution (S. Res. 51) authorizes the Committee on Expendi- 
tures in the Executive Departments to make expenditures not exceed- 
ing $100,000, in addition to any unexpended balance under Senate 
Resolution 206, Eighty-first Congress, agreed to February 1, 1950, 
for the purpose of holding hearings, reporting such hearings, and 
making investigations as authorized by subsection (g) (2) (B) of rule 
XXV of the Standing Rules of the Senate. 

The unexpended balance under Senate Resolution 206, Kighty-first 
Congress, is $16,000. Your committee has amended this resolution 
so that the unexpended Salanes will be included in the $100,000 
authorized by Senate Resolution 51. 

A letter from the chairman of the Committee on Expenditures in 
the Executive Departments containing a budget of the proposed 
expenditures under this resolution and a financial report of the 
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expenditures made from February 1, 1950, to January 31, 1951, is as 
follows: 
JANUARY 23, 1951. 
Hon. Cari HaypeEn, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington 25, D. C. 


Dear Senator Haypen: The following data are submitted for your information 
in considering my resolution requesting funds for next year’s operation of the 
Senate Investigations Subcommittee. The following is a statement of the posi- 
tions on the staff of the subcommittee as of this date, together with the salaries 
paid the employees filling these respective positions: 


Reser en 0S 9S io eg po ae Sy a eg es on Fs $10, 846. 00 
Chief assistant counsel te A ar 10, 844. 54 
pS EE ES aR stelle a arc Bt TSO WO vient Pane : poet 7, 941. 22 
Investigator - . Te) eee 6, 326. 94 
Investigator ie egal oat eR re ck St oy no Se Se pee fet he 6, 326. 94 
Assistant counsel ee Eye ede ashe SE ote 5, 718. 63 
Investigator 


em ‘ ene z ee . 4, 762. 70 
Chief clerk___ ‘ 4, 588. 89 
Record clerk- . aes ure = 5, 631. 72 


Assistant clerk _ __ 


‘ eerie 4, 588. 89 
Assistant clerk___.-_.___.- eS Bo eco te Ei oe 4, 067. 49 
Assistant clerk ______.- de tae Ate cea Ld oe ae AS ea ; 3, 574. 04 
Avcounting consultant (per diem) == = ee ee 30. 12 


In the interest of economy this subcommittee, during the past year, has at- 
tempted to keep its expenses to a reasonable minimum. At the end of this month 
the subcommittee will have an unexpended balance of approximately $16,000 
remaining from the $101,354.71, which it was authorized to expend during the 
past year. In addition, the subcommittee, upon completion of its investigation 
of homosexuals and other sex perverts in Government, returned to the contingent 
fund of the Senate $3,118.54 of the $10,000 which it was authorized to expend 
under Senate Resolution 280 (81st Cong., 2d sess.). Attached hereto is an esti- 
mated subcommittee budget for the next year, together with a financial report 
of the expenditures made by the subcommittee from February 1, 1950, to January 
31, 1951. It will be noted that this new budget provides for an additional 
assistant counsel to fill a vacancy which has existed on the staff for a considerable 
period of time. 

Under the new resolution, authority is requested to expend not more than 
$100,000 for a 1-year period beginning February 1, 1951. This new resolution 
contemplates that the $16,000 unexpended funds from the past year’s operation 
will be included in the $100,000 now being requested. It is pointed out that the 
present resolution, Senate Resolution 206 (81st Cong., 2d sess.) will be in force 
through January 31, 1951, and for that reason the subcommittee is desirous of 
obtaining new authority to make expenditures beginning February 1, 1951, in 
order to meet salaries and other current obligations. 

If there is anything further you desire concerning the proposed operations of 
this subcommittee during the coming year, Senator Hoey, who is the chairman of 
the subcommittee, or I will be more than pleased to confer with you or members 
of your committee. 

Respectfully submitted. 

JoHnN McC.Le.uan, 
Chairman, Committee on Expenditures in the Executive Departments. 
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SENATE INVESTIGATIONS SUBCOMMITTEE OF THE COMMITTEE ON EXPENDITURES 
IN THE EXECUTIVE DEPARTMENTS 


Financial report—Feb. 1, 1950, to Jan. 31, 1951 


Balance of authorization Jan. 31, 1950................- a eicgeuee ._- $1,354.71 

oS SRS eae ORES OG fiat Fob Debit Tat 100, 000. 00 

ee ee RE RS RISE i SSL ea ea a a BEE AT EE INE 10, 000 - 00 
Total 


Expenditures Feb. 1 to Dec. 31, 1950: 








| | 
S. Res. 206 | S. Res. 280 Total 





Nee ee ND ven baat $70, 205. 57 $6, 244. 06 | 








$76, 449. 63 
Per Na ee ae oe 1, 303. 50 | 36. 00 | 1, 339. 50 
er eo ee 1, 493. 71 | 169.32 | 1,663.03 
RE eck SES ea Ae gr | 38. 58 | 38. 58 
Re te cummwacoauie 726. 49 | 249. 38 | 975. 87 
a a dean ews maton Oo ea | 216. 50 
Se netnn GIN COPORTOIN on 5 ino so cnc cesncntnesccsee 588. 59 | 5. 55 | 594. 14 
ed ee ee ain 22. 95 | 2.90 | 25. 85 
a a | 141. 92 | 135. 67 | 277. 59 
WR ie ee a Ne 74, 699. 23 6, 881. 46 | 81, 480. 69 
| 
= a 81, 480. 69 
I eo cp nacddabessdsidahawencbesnsiuctonoeune 9, hs 4.2 
Total expense estimated Feb. 1, 1950, to Jan. 31, 1951............---..-.--.-------------- ‘91,4 4, 94 
"19, 899. 
Less balance of authorization under S. Res. 380 returned to contingent fund of Senate.-._----- 3, 118. 54 
I a snp ae deaiecwmesie ee Da 16, 7 781. 23 


Estimated budget for period Feb. 1, 1951, to Jan. 31, 1952, for the Senate Investigations 
Subcommittee 


Field investigation expenses of staff for per diem and travel_-_------ $3, 500. 00 
Office expenses for supplies, telephone and telegraph ----_---.------ 1, 500. 00 
Recording proceedings, reporting hearings. _________-_- ae ee 1, 200. 00 


Witnesses, per diem and travel-__. 2, 000. 00 


Misce Maneous expenses, photostats, newspapers, pamphle ts, ‘amplify- - 








en ne ewan ad dean dw uiwme as 500. 00 
Salaries: 

Legal and investigative staff.............._.....--+-- _. 68, 766. 98 

NN ne ee nn ew lew _.{. 22,533. 02 

ca wl wwii ws 100, 000. 00 

STAFF DIVISION 

IR 0 ar i arbiinmd daemenne 1 

I ic ehh csimaeeimlinaidmmabewmes 1 

se De poke wendéeaawanence 3 

I a a paling naw nanmeudnne ne 4 

I eee seas monn 1 

Neen nn nn nn nn oe oe ow diewieiiwiirw ulin wien 1 

Cee eT TT TT ee enn eee ee awa asiwsniwee 3 

IO el Mi ae ae a ed pete ceeninwe main 14 
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INCREASING THE LIMIT OF EXPENDITURES FOR HEAR- 
INGS AND INVESTIGATIONS BY THE COMMITTEE ON 
ARMED SERVICES 


JANUARY 25 (legislative day, JANuARy 8), 1951.—Ordered to be print 

ont 

-—— a4 
SD ae 


Mr. Haypren, from the Committee on Rules and Administration, 
: submitted the following 


REPORT 


[To accompany 8S. Res. 18] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 18) to increase the limit of expenditures for 


hearings and investigations by the Committee on Armed Services, 
having considered the same, report favorably thereon, with additional 
amendments, and recommend that it be agreed to by the Senate. 

Your committee, in its wisdom, has amended Senate Resoluti 
in the following manner: 

On line 6, strike out the word ‘‘ December”’ and insert in lieu thereof 
the word “January”’. 

On lines 10 and 11, strike out “not to exceed $115,000 for the fiscal 
vear ending June 30, 1951”’ and insert in lieu thereof “shall not exceed 
$190,000 for the period beginning February 1, 1951, through January 
31, 1952, and’, 

The chairman of the Committee on Armed Services has informed 
your committee that all funds previously authorized will be expended 
on or before February 1, 1951. 

A proposed budget for the Armed Services Preparedness Sub- 
committee is as follows: 


PROPOSED ESTIMATED BUDGET, ARMED SERVICES PREPAREDNESS SUBCOMMITTEE 
(THROUGH FEB, 1, 1952) 
Travel 


$15, 000 
tent 


= 7 ~ OOO 

Supplies : pee . 2, 000 

Telephone and telegraph 3, 600 

Consultants, witness fees, and travel 9, 000 

Contingencies 

Personal services - 

Including chief counsel and 2 assistant counsel, analysts, attorne: 
and investigators, 10; administrative clerk, 1; assistant admin 
trative clerk, 1; receptionists, secretaries, and stenographers, 6 
total, 18. 


~ SOO 
4 600 


IS- 


ee onc iE eres ‘ E 000 
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CONTINUING THE AUTHORITY FOR A STUDY OF THE 
OPERATIONS OF THE RECONSTRUCTION FINANCE 
CORPORATION AND ITS SUBSIDIARIES 


JANUARY 25 (legislative day JANUARY 8), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany S. Res. 1 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 17) continuing the authority for a study of the 
operations of the Reconstruction Finance Corporation and its sub- 
sidiaries, having considered the same, report favorably thereon, with 
an amendment, and recommend that it be agreed to by the Senate. 

The original authority for the study of the operations of the Recon- 
struction Finance Corporation was granted under Senate Resolution 
219, Eighty-first Congress, agreed to on February 8, 1950, and was 
continued ‘by Senate Resolution 279, Eighty-first Congress, agreed 
to on May 19, 1950, and by Se nate Resolution 307, Kighty-first 
Congress, agreed to on July 13, 1950. 

This resolution (S. Res. 17) merely continues until April 30, 1951, 
the authority heretofore granted, and authorizes an additional $20,000 
therefor. The extension of time is necessary for the subcommittee 
conducting this study to prepare its final report and draft legislation 
based thereon. 
yo 
a4 


pees 


a 





2 CONTINUE STUDY OF RECONSTRUCTION FINANCE CORPORATION 


The following is a compilation of the expenditures made by the sub- 
committee: 
Amounts authorized and time limitations: 
5. Res. 219 (authority to June 1, 1950) ; : . i 000. 00 
S. Res. 279 (authority to July 15, 1950) So Dieses 
S. Res. 307 (authority to Jan. 31, 1951) fas 35, 000. 00 


Total amount authorized ___- ; ' 000. 00 


Summary of expenditures: 
DUIS eet it secs oe eg 2 ee ae i de a : 140. 45 
Price, Waterhouse & Co__________- a ae 308. 67 
Shorthand reporting Sh ork Peow piace MIE 396. 87 
Telephone _ _, Reta ; ost Ns SS 570. 26 
Travel and subsistence  eficlin ss ; , 688. 18 
Office supplies__--_ ~~ - ; sag abies ei mera 756. 37 


Total expenditures to Dee. 31, 14 ‘ 38, 860. 80 


Total amount authorized ee 5 .-. 85,000 00 
Total expenditures to Dec. 31, 1950___-_._-___- ee sods eee 


Balance, Jan. 1, 1951 Ge i sa SSR SO 
Average number of employees, 6. 


The chairman of the subcommittee stated to your committee that 
the balance of $16,139.20 will be expended on or before January 31, 
1951. 

A proposed budget submitted by the subcommittee, and approved 
by the Committee on Rules and Administration, is as follows: 


Subcommittee on Reconstruction Finance Corporation, Committee on Banking and 
Currency, estimated budget for study under S. Res. 17 to May 1, 1951 


Annual Monthly gross 


Basic | Gross rack Total 


| 
1 counsel aes $8,000 | $10, 846. $903, 83 $903 
1 staff director 8, 000 | 10, 846 903. 83 903. 83 
2 investigators 6,900 | 10, 346. 83 | 862, 24 1, 724. 48 
1 junior investigator 3, 000 4,849 404. 14 | 404. 14 
2 secretaries ; 5 3, 000 4,849 404. 14 808. 28 


Total for salaries <a nal : , 744 
Travel and related expenses for committee members and staff. - Biieba : | 500. 00 
Office expenses, phone, telegraph, supplies, postage, ete_._....._- “i oe 100. 00 
Clippings, mimeographing, multigraphing, etc. : 100. 00 
Record proceedings Ss pide dso Sui en tinie nkabocempabinm ooialha eet esa dewdns , 500 


Total for 1 month._._.-- ing crake dddadeicicindpncieadihh atilbtehscs aie plied i 3, 944. 56 


Total for February, March, and April (8 months)_.....-....._--- sat 20, 833. 
Funds requested __ i, alasian callin Bike aigigaeed aes keene gale : 000. 





O 
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AUTHORIZING THE COMMITTEE ON THE JUDICIARY TO EMPLOY’ 
ADDITIONAL PERSONNEL FROM FEBRUARY 1, 1951, TO JANUARY 
31, 1952, AND INCREASING THE LIMIT OF EXPENDITURES 


‘ 


JANUARY 25 (legislative day, JANUARY 8), 1951.—Ordered to be pr 


-. Haypen, from the Committee on Rules and Administration, sub- 
mitted the following 


REPORT 


[To accompany 8. Res. 6] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 6) authorizing the Committee on the Judiciary 


to employ additional personnel and increasing the limit of expenditures 
having considered the same, report favorably thereon without amend- 
ment, and recommend that it be agreed to by the Senate. 

As of January 1, 1951, there was a balance of $8,232.72 


32.72 remaining 
from funds ($80,000) previously authorized by Senate Resolution 228 
Kighty-first Congress, agreed to February 27, 1950. The chairman 
of the Committee on the Judiciary informs your committee that this 
balance will be completely expended by January 31, 1951. 

A letter from the chairman of the Committee on the Judiciary 
explaining the need for the funds authorized by this resolution 
(S. Res. 6) and a memorandum reviewing the workload of the Judi- 
ciary Committee follow: 


Hon. Cart Haypen, 
Chairman, Committee on Rules and Adminisiration, 
United States Senate, Washington, D. C. 

Dear Senator Haypen: Your attention is respectfully invited to the enclosed 
memorandum which I have prepared respecting Senate Resolution 6, which wa 
unanimously approved by the Committee on the Judiciary on January 17, 1951. 

In view of the fact that the funds provided to the committee pursuant to ate 
Resolution 228 of the Eighty-first Congress will be exhausted on the 31 
month, it is of the utmost urgency that Senate Resoluti ven t 
possible consideration by vour committee. 

In my judgment the proposed budget, which is attached to 
represents a bare minimum in order for the committee t 
under the Legislative Reorganization Act. 

If there is any further information you may need i! 
matter, I shall be pleased to supply it to you promptly. 


78605—51 








2 AUTHORIZE ADDITIONAL PERSONNEL FOR JUDICIARY COMMITTEE 


I am also enclosing a copy of a memorandum which sets forth the work and 
sma of the Senate Committee on the Judiciary during the Eighty-first 
Songress. 
With kindest regards and best wishes, I am, 
Sincerely, 
Pat McCarran, 
Chairman, Committee on the Judiciary. 


MEMORANDUM 


Senate Resolution 6, which provides $97,000 additional funds to the Committee 
on the Judiciary for a l-year period, is needed principally to maintain the Sub- 
committee on Immigration and Naturalization. The subcommittee has been 
maintained exclusively by funds provided by special resolutions since the first 
session of the Eightieth Congress, which was the first Congress operating under 
the Legislative Reorganization Act. 


INVESTIGATION OF IMMIGRATION AND NATURALIZATION SYSTEMS 


From July 26, 1947, until March 1, 1950, the subcommittee expended approxi- 
mately one-quarter of a million dollars in an investigation of the immigration and 
naturalization systems of the United States. On April 20, 1950, there was filed 
with the Senate Report No. 1515, which is a comprehensive report of approxi- 
mately 1,000 pages and there was introduced in the Senate 8S. 3455, an omnibus 
a which is a revision and codification of all of the immigration and naturalization 
aws. 

Upon completion of the investigation the subcommittee staff, which had also 
been handling the regular legislative work of the subcommittee, was substantially 
reduced, but a sufficient force was retained to service the shbcommittee in its 
regular legislative work. For a period of 11 months, ending January 31, 1951, 
the subcommittee has been operating from funds supplied under Senate Resolution 
228 of the Eighty-first Congress, which allocated $80,000 to the Committee 
on the Judiciary. 

WORKLOAD OF THE SUBCOMMITTEE 


Since the beginning of the Eightieth Congress, which, as previously pointed out, 
was the first Congress operating under the Legislative Reorganization Act, there 
has been a substantial and ever-increasing workload on the Immigration and 
Naturalization Subcommittee. 


PRIVATE IMMIGRATION AND NATURALIZATION BILLS 


As shown in the chart following, the number of privateimmigration and naturali- 
zation bills referred by the Senate had progressively increased from 58 in the 
Seventy-eighth Congress, to 114 in the Seventy-ninth Congress, to 465 in the 
Eightieth Congress, to 1,448 in the Eighty-first Congress. Of the 1,448 private 
immigration or naturalization bills which were referred to the Committee on the 
Judiciary during the Eighty-first Congress, 1,239 were disposed of, of which num- 
ber 639 were reported favorably to the Senate, and 600 were indefinitely postponed, 

It is roughly estimated that the time devoted by a staff member to the average 
private bill is approximately 3 hours. In a typical case this involves: 

(a) Docketing of the case and preparation of the file; 

(b) Solicitation of reports from Government agencies, sponsor, and interested 
parties; 

(c) Interview of interested parties, study of reports and other information, and 
preparation of résumé of the facts for the subcommittee; 

(d) Diseussion of case with the subcommittee, and thereafter in the full 
committee; 

(e) Preparation of report to the Senate on the case if committee action is 
favorable; 

(f) Preparation of letter to sponsor if committee action is unfavorable; 

(g) Transmission of information on Senate bills to the House Committee on 
the Judiciary. 

Many private bills are indefinitely postponed because the committee has a 
general policy to disapprove private bills in cases in which an administrative 
remedy appears to be available. In this type of case the staff assists the Senator’s 
office in working out the administrative remedy for the alien involved. 
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referred by the Senate durin 


It is roughly estimated that 4,000 hours of staff time were devoted during the 
Kighty-first Congress to work on private immigration or naturalization cases. 
This accounts for the full-time service of two staff members plus the service of 
two stenographe ‘rs. Although it is probable that the number of private immigra- 
tion or naturalization bills will increase during the Eighty-second Congress no 
additional funds are requested to handle this probable increased workload. 
GENERAL IMMIGRATION AND NATURALIZATION BILLS (OTHER THAN THE OMINIBUS 

BILL) 


There were referred to the Committee on the Judiciary 65 genera ration 
or naturalization bills during the Eighty-first Congress; 57 of these were 
disposed of, of which number 13 were reported favorably to the Senate and 44 
were indefinitely postponed. Over 2,000 pages of testimony were taken in hear- 
ings on these bills. It is roughly estimated that 4,000 hours of staff time were 
devoted during the Eighty-first Congress to work on geners immigration or 
naturalization bills. This accounts for the full-time service of two staff members 
plus the service of a stenographer, and is in addition to the work ‘einaf 
scribed on the omnibus bill, which is a revision and codification of. all tl 
tion and naturalization laws. 


The omnibus bill 
After the introduction of the omnibus bill, which incorporates thousands of 











rovisions from hundreds of prior immigration or naturalization laws, copies of the 
| 

bill were circulated to interested governmental and nongovernmental agencies for 

study and comment. The Immigration and Naturalization Service assigned 2 
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experts who prepared a 525-page detailed analysis of the bill and the Department 
of State set up a committee within the Department which performed a similar 
function. In addition, a number of nongovernmental agencies have submitted 
analyses and suggestions on the bill. Two staff members of the subcommittee, 
together with the Assistant Chief of the Visa Division and an assistant counsel of 
the Immigration and Naturalization Service, have been devoting full time in 
refining the omnibus bill for reintroduction. It is planned for hearings to com- 
mence on the new omnibus bill in the course of the next few weeks. The continued 
service of the two staff members who have been working on the omnibus bill is 
imperative. 


Suspension of deportation cases 


Under the immigration laws the Attorney General is empowered to adjust the 
status of certain deportable aliens to permanent residents, but such adjustment of 
status is subject to affirmative congressional approval in each case. A suspension 
of deportation case requires the same careful consideration and thorough exami- 
nation which is required in a private immigration case, although in the prepara- 
tion of the report to the Senate on suspension of deportation cases, a number of 
cases are grouped together in a single report and the report to the Senate does not 
detail the facts on each case. 

During the Eighty-first Congress the subcommittee had 7,538 cases of suspen- 
sion of deportation. Of this number, 4,716 were recommended for approval in 
33 concurrent resolutions. As of January 9, 1951, there was a pending backlog 
before the subcommittee of approximately 2,750 cases of suspension of deporta- 
tion. 

Under the provisions of the Displaced Persons Act, a number, not to exceed 
15,000, of persons who have gained admission into the United States on a tem- 
porary basis may have their status adjusted to permanent residents. Each of 
these cases is subject to affirmative congressional approval by action similar to the 
action taken in the suspension of deportation cases. During the Eighty-first 
Congress 874 displaced persons referral cases were received by the subcommittee, 
of which number 33 cases were approved in 2 concurrent resolutions and the 
remaining 845 are now pending in the subcommittee. 

Due to the substantial workload of the subcommittee’s staff on other matters, 
only one staff member and one stenographer have been-assigned to full-time work 
on suspension of deportation cases and displaced persons referral cases. Othe 
staff members have assisted in this work as their time permitted. r 

The subcommittee is deeply concerned that it has not been possible to devote 
the necessary time for a more thorough screening of these cases. In the omnibus 
bill it is provided that the only suspension of deportation cases that shall require 
affirmative congressional approval are those cases involving deportable aliens who 
were at any time in the subversive, immoral, or criminal classes. It is felt that 
more time could thus be devoted by the staff in the screening of those cases which 
might possibly represené a threat to our internal security. 


Surveillance of immigration system 


In keeping with its duties under the Legislative Reorganization Act, the sub- 
committee has maintained a watchful eye over the administration and operation 
of the immigration system. 

Typical of the work of the subcommittee in this respect is the following: It 
was brought to the subcommittee’s attention that an administrative waiver had 
been granted by the Department of State of documentation of Cuban nationals 
who sought admission into the United States from Cuba for periods of less than 
29 days. The subcommittee investigated this situation and discovered that the 
administrative waiver had opened a loophole for thousands of aliens, including 
subversives, to illegally enter the United States via Cuba. The subcommittee 
promptly took the matter up with the officials of the Immigration and Natural- 
ization Service and the Visa Division of the Department of State. The waiver 
was revoked and the requirement for documentation was reinstated. 

Referral items and correspondence 

The subcommittee has an extensive workload of referral items and correspond- 
ence which cannot be statistically appraised but which necessitates considerable 
work, and accounts for the full time services of one staff member and two 
stenographers. 
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Comparative budgets 

The budget of the subcommittee for 11 months, pursuant to Senate Resolu 1 
228, amounted to $80,000 which will be exhausted on January 31, 1951. The 
subcommittee staff consists of eight staff members and fiv 10g 

Although it is probable that the workload will increase during 
of the Eighty-second Congress, it is not contemplated that th 
additions to the staff. The proposed budget for a 1-year perio 
This represents an increase in the budget on an annual 
>9,700, which is attributed to salary adjustments. 





Proposed budget, Standing Immigration and Naturalization Subcommittee, Senate 
Committee on the Judiciary, Feb. 1, 1951, through Jan. 31, 1952 


STAFF EXPENSE 














Position | Number | Base salary G ulary . cae s : 
| i y per ) 
Staff director...............- ; 1 | 10, 846. 00 3. 83 St 
Attorney F . 5 | | 8, 024. 17 68 ) 120.8 
Research clerk.__- | 2 | 609, 41 1.11 | 15, 218. 82 
Stenographer-.-. . wail 5 3, 120. 00 5, 023. 41 418.61 | 25, 117. 05 
’ a eae a >a ee 
Total staff expense_........-.- ime ean iene Soe a ae 11, 302. 72 
' | 
5 NONSTAFF EXPENSE 
Contingent fund <s i aie ee uF $900. 00 
Travel ge a . 3,797.28 
Stationery ‘ ; eaaacetaasd <4 aaa 400. 00 
Telephone and telegraph....-- deat tise : ; aieisteacs 600. 00 
Total nonstaff expense_.......-- St a ed Ah 2 oN Oe 7 ; dacs 5, 697. 28 
RECAPITULATION 
Total staff expense i Da oe ae Se ae ‘ .. 91, 302. 72 
Total nonstaff expense__.____- ease: : ih is ekcaiaateal 5 ta as 5, 697. 28 
NN cso wantdiaenenmeen ihe ti . ie a aed . 97,000.00 
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INCREASING THE LIMIT OF EXPENDITURES UNDER SENATE 


RESOLUTION 366, EIGHTY-FIRST CONGRESS, RELATING TO THE 
INTERNAL SECURITY OF THE UNITED STATES 


January 25 (legislative day, JANUARY 8), 1951.—Ordered to be printed 


as 


- 


-, Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
(To accompany 8. Res. 7] 


The Committee on Rules and Administration, to whom was re- 
ferred the resolution (S. Res. 7) to increase the limit of expenditures 
under Senate Resolution 366, Eighty-first Congress, relating to the 
internal security of the United States, having considered the same, 
report favorably thereon, with amendments, and recommend that it 
be agreed to by the Senate. 

This resolution (5. Res. 7) continues a study by the Committee 
on the Judiciary, authorized by Senate Resolution 366, Eighty-first 
Congress, agreed to December 21, 1950, of the administration, opera- 
tion, and enforcement of the Internal Security Act of 1950, and other 
laws relating to espionage, sabotage, and the protection of the internal 
security of the United States. 

Senate Resolution 366, Eighty-first Congress, made available to 
the committee a sum of $10,000 to be expended prior to January 31, 
1951. The chairman of the Committee on the Judiciary advises 
your committee that no funds authorized by Senate Resolution 366, 
Kighty-first Congress, have as yet been expended. 

This resolution (S. Res. 7) as referred to your committee increases 
the limit of expenditures by $150,000 and extends the time limit for 
the study to December 31, 1952. 

Your committee, in following a general policy limiting the life of a 
study or investigation of this type to 1 year, amended the resolution 
(S. Res. 7) by striking out the date ‘‘December 31, 1952” and inserting 
in lieu thereof the date “January 31, 1952.’ It also decreased the 
limit of expenditures from $150,000 to $75,000 in proportion with the 
decrease in the time limit for the study. 

A letter from the chairman of the Committee on the Judiciary 
reviewing steps taken by that committee pursuant to Senate Resolu- 
tion 366, Eighty-first Congress, and containing a proposed budget for 
the subcommittee to conduct this investigation follows: 
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Unirep Sratres SENATE, 
COMMITTEE ON THE JUDICIARY, 
January 20, 1981. 
Hon. Cart HaypDEN, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


Dear SENATOR HaypEN: You will recall that in the closing days of the Eighty- 
first Congress the Committee on Rules and Administration reported favorably to 
the Senate, with an amendment, and the Senate approved Senate Resolution 366 
which authorizes and directs the Committee on the Judiciary to make a study and 
investigation of certain matters relating to the internal security of the United 
States. 

You will further recall that the resolution was amended by limiting the funds 
made immediately available to $10,000, to be expended only on vouchers approved 
prior to January 31, 1951. This was done in order that the Senate in the Eighty- 
second Congress could again consider the matter since it is contemplated that the 
investigation will be conducted during the period of time covered by the two 
sessions of the Eighty-second Congress. 

Qn January 18, 1951, the Committee on the Judiciary unanimously approved 
Senate Resolution 7 which, as amended by the committee, increases the limit of 
expenditures under Senate Resolution 366 by $150,000 for a period ending Decem- 
ber 31, 1952. This would make a total of $160,000 available for this period. 

It was impracticable for the committee to establish a subcommittee under said 
Senate Resolution 366 until the committee was organized in this session of the 
EKighty-second Congress. The committee has been organized; a subcommittee 
has been appointed, consisting of Senators Eastland, O’Conor, Smith of North 
Carolina, Ferguson, Jenner, Watkins, and myself, and is ready to proceed in the 
discharge of its duties as soon as Senate Resolution 7 is acted on by the Senate. 

There is enclosed a proposed budget of the subcommittee for a period of 23 
months beginning February 1, 1951, and ending December 31, 1952. 

I shall, of course, be happy to supply vou with any additional information you 
may desire in connection with this resolution. 

With kindest regards and best wishes, I am, 

Sincerely, 
Pat McCarran, Chairman. 


Proposed budget subcommittee to investigate administration and enforcement of laws 
relating to internal security. Senate Committee on the Judiciary, Feb. 1, 1951, 
through Dec. 31, 1952 

STAFF EXPENSE 


Total for 
period, 23 
months 


Num- Base 


salary 


Gross 
salary 


Monthly 


-osition 
Positi salary 


Staff director $20, 788. 


, 320 | $10, 846.00 $903. 83 


Chief investigator 
Investigator - ‘ 
Investigator (roving) - . 


5, 580 
5, 220 
. 980 


8, 521. 00 
, 024. 17 
, 692. 36 


710. 08 
668. 68 
641. 03 


16, 331. 
30, 759. 28 


29, 487.38 
15, 379. 6 
28, 884. 


141, 630 


668, 68 


Stenographers 418. 61 


5, 023. 41 


Total staff expense 


| 
Research assistant. - = | \ 8, 024. 17 


Contingent fund 

Travel 

Hearings cae 
Stationery and office supplies. -- 
Telephone and telegraph. 


$500. 00 
4, 869. 68 
10, 500. 00 
500. 00 

2, 000. 00 


Total nonstaff expense- 18, 369. 68 


RECAPITULATION 
sentinel caiie : .-. $141, 630. 32 
piieite cis oe " 18, 369. 68 


Total staff expense 
Total nonstaff expense 


<i ceiiaes inc lillacteipteintoenkainintgtalibic. sickscundages ea 

Your committee recommends -that expenditures proposed in the 
afore-mentioned budget be adjusted in accordance with the reduction 
in the limit of funds and time limit for this investigation. 


O 


Total expense 
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COMMUNICATIONS ACT AMENDMENTS, 1951 


Janvary 25 (legislative day, January 8), 1951.—Ordered to be printed 


Mr. McFaruanp, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
0 accompany &, 658} 
pany 


The Committee on Interstate and Foreign Commerce, 
“vas-referred the bill (S. 658) to further amend the Communications 
Act.of 1934, as amended, having considered the same, report favorably 


thereon without amendment and recommend that the bill do pass 


to whom 


GENERAL STATEMENT 


The committee desires to emphasize that the bill (S. 658) here 
reported is identical with bills heretofore passed by the Senate unani- 
mously on two occasions. ‘These tivo bills were 5. 1973 
reported by this committee on July 21, 1949 


Senate on August 9, 1949, by unanimous consent; and H. R. 4251 


previously 
and passed by the 


on July 26, 1950, by unanimous consent. The lezislation deals 
solely with structure of the Commission and its administrative and 
appellate procedure, This entire ficld long has been the subject of 
severe criticism by special and select investigating committees of 
the Congress and currently is the subject of study by a subcommittee 
of this committee as well es by a House committee. 

The provisions of this bill here recommended received the unanimous 
approval of every broadcasting interest who testif'ed before this com- 
mittee when open hearings were conducted on S. 1973, and at the 
same hearing the majority of the provisions here recommended were 
also favored by the Commission itself, 


UA 


which was reported July 25, 1950, and passed the Senate amended 
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It should be noted that no attempt has been made in this legislation 
to deal with any changes in policy affecting radio or television broad- 
casting, nor policies affecting common carriers by radio or telegraph. 
Your committee is well aware that extensive testimony has been 
offered in the past and numerous recommendations made, including 
some by this committee, with respect to such policy matters. While 
the committee does not close the door to such policy provisions, it 
desires to point out that studies on these points are being further 
pursued; in the field of radio the subject of most pressing importance 
today is the functioning of the Commission. 

It is important to note that this bill is the end product of more than 
a decade of congressional investigations, studies, hearings, and reports 
by committees in both Houses of Congress. ‘This committee alone, 
in the past 7 years, has held more than 45 days of hearings on the 
general subject of changes in the Communications Act, during which 
145 persons have testified and some 800 others submitted statements. 
Those hearings cover more than 3,700 pages of printed testimony. 
Moreover, a majority of the committee have been personally closely 
identified with extended hearings and legislative recommendations 
herein referred to. Because of the long history of hearings and legis- 
lative recommendations herein referred to before it, the committce 
was strongly of the opinion that additional open hearings were not 
necessary at this time. They unanimously endorse the bill here 
recommended as a necessary first step in any changes in the Commu- 
cations Act of 1934. 

The committee desires to call particular attention to the amendment 
to section 4 (g) of the Communications Act of 1934, as amended. 
This proposal has been urged by the Commission as being particularly 
necessary now because of the current international situation. ‘The 
Federal Communications Commission’s radio monitoring activities 
are of foremost importance in periods of international tension end they 
have pointed out that the immediate extension of this activity is 
deemed essential by the defense forces. ‘The Federal Communications 
Commission, on January 10, 1951, forwarded a letter to the United 
States Senate requesting “urgent and immediate consideration of the 
Senate for an amendment to section 4 (g) of the Communications Act 
which would authorize the Commission to expend funds in connection 
with its radio monitoring services.” The reasons for the Commission’s 
recommendation that section 4 (g) be amended to authorize the Com- 
mission to purchase land and to construct buildings for monitoring and 
research activities is that the Commission has been informed by the 
Bureau of the Budget that the present language affords insufficient 
authority for making expenditures for such activities, and that con- 
sequently any authorization for activities in the Commission’s budget 
was, in the absence of special authorizing legislation, subject to being 

stricken by a point of order. Accordingly the Commission’s budget 
for the last 3 years, including that for the fiscal year 1952, conta*ed 
no authorization for improvement of the Commission’s monitoring 
activities. ‘The Commission contends that strategic territorial place- 
ment of monitoring stations is at a minimum. For example, the 
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United States operates only one station in Alaska and one station in 
the Hawaiian Islands. The committee is convinced of the need for 
this authority and believes that enactment of this provision should be 
expedited. 

The bill here recommended is, in the committee’s opinion, an essen- 
tial legislative step forward in bringing about improvements in the 
administrative functions of this vital agency and the committee 
believes that immediate action is necessary in order that the Federal 
Communications Commission can competently and adequately exe- 
cute its functions under the Communications Act. 

The sections of this bill were carefully analyzed in Senate Report 
741, which accompanied S. 1973 and Senate Report 2119 which 
accompanied H,. R. 4251, and the appropriate text of these reports 
unchanged are appended herewith. 


PURPOSE OF THE BILL 


The principal objective of the bill as amended is to clarify the meaning and 
intent of the Communications Act of 1934, as amended, It is designed to remove 
ambiguities; to make definite and certain administrative and legal steps and 
procedures in the interest of the expeditious handling of both license applications 
and the rule-making function; to separate, as far as is administratively possible, 
the prosecutory and judicial functions of the Commission; to provide for edmini 
trative reorganization of the Commission in the interest of more effective and 
speedy handling of cases; to better arm Commissioners to handle decisions by 
providing personal legal assistants; and generally to make clear and definite 
administrative actions and appellate procedures in accordance with the Admin- 
istrative Procedure Act. 

Your committee is strongly of the opinion that enactment of the bill is a major 
step forward in the evolution of the regulation of radio and wire communications, 
both broadcast and common carrier. It believes that the legislation will be of 
inestimable value in making more certain that regulation of the industry shall 
be in “the public interest, convenience, and necessity.” 


nis< 
Til 


EXPLANATION OF THE BILL BY SECTIONS 

Section 1 

This section gives a short title to this act, merely for purposes of reference to 
the dates of enactment of provisions herein proposed to be incorporated in the 
Communications Act of 1934, as amended, 
Section 2 

This section amends subsection (0) of section 3 of the Communications Act 
of 1934 by redefining “broadcasting.” The new definition defines ‘“‘broadecasting” 
to mean “the dissemination of radio communications intended to be received 
directly by the general public.” In the existing law, the term is defined to include 
radio communications intended to be received by the publie ‘‘directly or by the 
intermedisry of relay stations.” Testimony has been offered that these so-called 
relay stations might be considered to be broadcast stations within the meaning 
of the act. The new definition clarifies this ambiguity, but the committee does 
not intend that such relay stations, when used in broadcasting shall be classified 
as common carriers under the law. The new definition also conforms with the 
provisions of the Radio Regulations of the International Telecommunications 
Convention (Atlantic City, 1947): 
Section 3 

This section adds a number of new definitions to the Communications Act 
of 1934. 

Subsection (bb) defines “license,” “‘station license,” or “radio station license” 
to mean the instrument of authorization required by the act or regulations for 
use or operation of radio-transmitting apparatus, and the terms are intended to 
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include all forms of authorizations, temporary or otherwise. When considered in 
connection with other sections of the bill, this will limit the power of the Commis- 
sion to grant special or emergency types of authorization to the cases specifically 
provided for in the bill. 

Subsection (cc) provides a definition of “broadcast station,” “broadcasting 
stations,” or “radio-broadcast station.” None of these terms is now defined, 
and all are used either in the present law or the amended section. 

Subsection (dd) defines the terms “‘construction permit” and ‘‘permit for con- 
struction,” which have not heretofore been defined, to clarify reference to such 
authorizations in procedural provisions, 


Section 4 


This section proposes several revisions of the existing section 4 of the act, which 
deals with the make-up of the Commission itself, top staff personnel, and matters 
to be included in the annual reports to Congress. Specifically, the provisions are 
as follows: 

Subsection (a) makes a minor change in existing law which prohibits Com- 
missioners from engaging in any other business, vocation, or employment by 
exempting from this prohibition the preparation of technical papers. Commis- 
sioners have pointed out that existing law might be interpreted to prevent such 
wholly meritorious publication of papers. The most important provisions of 
this subsection, however, would add to subsection (4) (b) the requirement that 
1 year after the enactment of this act no Commissioner, if he resigns before his 
term of office has expired, may for 1 year thereafter represent before the Com- 
mission any person or corporation who comes within the jurisdiction of the Com- 
munications Act. This provision, the committee believes, is a most desirable one. 
It is intended to halt the practice by persons and corporations, who have business 
before the Commission, of employing Commissioners with the obvious purpose of 
benefiting themselves, perhaps unfairly, through the influence that such a Com- 
missioner might have with employees in the agency. It is also intended to 
restrict a growing practice of using appointments to high Government posts as 
stepping stones to important positions in private industries which have business 
before the Commission. The recommended amendment would not prevent a 
Commissioner from resigning his post at any time, but if he resigned after 1 year 
following enactment of this provision and before his term of office had expired he 
could not for 1 year thereafter represent anyone who comes within jurisdiction 
of the Communications Commission. 

Subsection (b) is a revision of section 4 (f) (1) of the act, a subsection which 
deals with the employment of certain top staff personnel and their salaries. It 
should be noted that the Civil Service Classification Act of 1949 made changes in 
the salaries originally provided by this subsection and the committee in rewriting 
the language has written in the new salary schedules provided by that act last vear. 
Thus, it should be emphasized that while it was necessary to rewrite the section 
for other reasons, no changes have been made in salary schedules from those 
already provided by law. The important changes in the subsection made by the 
committee include authority for the employment of a personal legal assistant to 
each Commissioner at a salary not to exceed $10,000 annually, a reduction in the 
number of assistant general counsels, assistant chief engineers, and assistant 
chief accountants from three to two; and a prohibition against the general counsel, 
the chief engineer, the chief accountant, and their assistants from representing 
any licensee under the Communications Act for 1 year following termination of 
their employment with the Commission. 

The committee believes some explanation of these and other minor changes in 
this subsection is pertinent. It is of the opinion that provision for the employ- 
ment of a personal legal assistant to each Commissioner is one of the important 
features of the bill here recommended. The plain facts are that the Commission 
is tremendously behind in its work, one reason therefor being the necessity for 
each individual Commissioner to personally review each decision. Several of 
the Commissioners are not lawyers; even those who are find it difficult to give 
the time necessary to familiarize themselves with all pertinent points in a proposed 
decision. The resuit has been that all too frequently decisions coming up from 
the staff have fot had the close personal attention they should have. When it is 
realized that such decisions frequently are of vital economic consequence to 
citizens as well as important to the public interest, it will be realized that too 
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much attention cannot be given to such decisions. The employment of a well- 
trained lawyer who will be the personal legal assistant to a Commissioner will not 
only relieve the burden of work on each Commissioner but will permit close study 
of both proposed decisions and rules and should expedite materially the speed of 
Commission action on its backlog of cases. The committee desires to emphasize 
that it believes Commissioners can obtain, at the recommended salary, competent, 
trained, and well-experienced lawyers who know the administrative process, will 
adhere to orderly legal actions, and advise the non-iegal-trained Commissioners in 
such matters. 

In reducing the number of assistant counsels, assistant engineers, and assistant 
accountants the committee has followed the suggestions of individual Commis- 
sioners who believe that the employment of personal legal assistants will permit 
reduction in these posts. Moreover, the saving thus obtained will reduce the 
extra cost of seven legal assistants to Commissioners. 

Another major feature of this subsection is the provision which would prol®it 
the chief engineer and his assistants, the chief accountant and his assistants 


al 


» the 
general counsel and his assistants, and the secretary of the Commission from 
leaving their post with the Commission to represent a licensee until 1 year has 
elapsed after termination of their employment with the Commission. The com- 
mittee believes that this provision is a necessary corollary to a similar provision 
applying to Commissioners themselves and that it will tend to curb an exeeedingly 
unfair and occasionally improper practice. The ability to “influence people” 
in the Commission is reported to have been of great value in numerous instances; 
this provision should aid in building up a career service within the Commission 
and halt further efforts to woo key personnel from the Commission for the pur- 
pose of influencing subsequent actions by the agency. The committee also has 
tightened the language pertaining to the employment of temporary counsel to 
make clear that such temporary employees cannot become in effect permanent 
employees in the guise of holding temporary appointment. Such temporary 
counsel hereafter are to be employed for specific special service and no other. 

A provision of this section of the law which permitted the appointment of a 
director of each division of the Commission has been eliminated; such posts 
have not been filled for years and there is no necessity for such positions under 
the organization of the Commission proposed by this legislation. 

Subsection (c) of this section amends the first sentence of section 4 (g) of the 
law which deals with the authority of the Commission to make certain expendi- 
tures, including expenditures for purchase of land for the erection of monitoring 
stations. While the Commission has exercised this authority for years under 
specific appropriation acts annually, such provisions constituted legislation in an 
appropriation bill and are subject to a point of order. The Bureau of the Budget 
recommended that this point be clarified so that clear legislative authority to 
justify such appropriations would exist. 

Subsection (d) amends section 4 (k) of the present act with the purpose of 
making more clear and definite what shall be contained in the annual report 
filed by the Commission with the Congress. 

Briefly, the Commission is to furnish the Congress each year (1) information 
and data bearing on the problem of regulation of interstate and foreign wire and 
radio communication; (2) information on the general administrative operations 
of the Commission so that Congress may readily understand what it has done or 
failed to do; (3) information concerning new employees hired during the year, their 
experience, and those resigned or discharged; (4) information in detail of all sums 
expended by the Commission, for what purpose, and under what authority; 
(5) specific recommendations on necessary additional legislation. 

The committee is aware that the information required by clause (4) is furnished 
to the Appropriations Committee of the Congress annually. But it is of the 
opinion that the legislative committees of the two Houses which are directly con- 
cerned with the functioning of the Commission also have a real interest in these 
matters. Moreover, such information will permit the legislative committees to 
examine under what authority expenditures were made, 


Section 5 


Section 5 of the bill is a revision of section 5 of the law which deals with the 
organization of the Commission. The existing section of the law is an anachronism 
in that it provides for a permissive divisional organization of the Commission, 
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which was adopted briefly shortly following enactment of the law in 1934 and then 
dropped. In recent weeks the Commission has again undertaken a functional 
reorganization similar to that herein proposed but the committee is satisfied that 
in the absence of specific mandatory provisions, no effective change ever will be 
carried out. Section 5 therefore has now been rewritten into four brief subsections 
which set forth the duties of the chairman; provide for a functional reorganization 
of the Commission; provide for necessary delegation of certain specific duties (now 
a part of the present law); and designate time-limit objectives to be met by the 
Commission in processing cases with the added provision that Congress shall be 
promptly informed when cases have not been acted upon within certain fixed 
periods, 

The most important subsection, and in the committee’s opinion one of the most 
important of the entire bill here recommended, is subsection (b) which would 
reorganize the Commission into a functional organization, To make clear what 
the effect of this subsection would be, it should be explained that the Commission 
has been organized into three principal Bureaus—Engineering, Accounting, and 
Legal. It also has, of course, other subsidiary sections and units but the bulk of 
its licensing work flows upward through these three bureaus. Regardless of the 
type of case involved, each of these three Bureaus must independently, or oc- 
casionally in consultation, pass upon applications and other types of cases. 
Whether or not this system is responsible, the fact remains that the Commission’s 
backlog of cases has continued to mount to alarming proportions. Hearing cases 
rarely get out in less than 2 years; some have been before the Commission as long 
as from 4 to 7 years, 

Citizens and taxpayers are entitled to greater consideration and better service 
from their Government than this, 

Moreover, under this system, the three Bureaus have become self-contained 
and independent little kingdoms, each jealously guarding its own field of opera- 
tions and able to exercise almost dictatorial control over the expedition of a case. 
They can, and have, set at naught the best efforts of individual Commissioners 
to spur action. 

The committee has, therefore, written into law by subsection (b) a mandatory 
reorganization provision but on the recommendation of the Commission has 
allowed wide flexibility to accommodate possible changes in the nature and 
volume of the Commission’s work in future years. The Commission would be 
required within 60 days after enactment of this bill to organize its Legal, Engineer- 
ing, and Accounting Bureaus into such number of integrated divisions as are 
deemed necessary to handle the Commission’s workload problems. Under 
existing circumstances, these are expected to number three—broadcasting, 
common carrier, and special and safety service. Each of these divisions would 
include all necessary legal, engineering, and accounting personnel to handle the 
work but would operate together as a team rather than as separate professional 
groups. The Commission also would have authority to establish whatever ad- 
ditional divisions may be necessary to handle that part of its workload which 
may cut across the divisional organizations or which may not lend itself to handling 
by an integrated divisional unit. 

Coupled with this divisional set-up, the committee also has provided for the 
establishment of a review staff, consisting of legal, engineering, and accounting 
personnel, whose sole function shall be to prepare and review decisions, orders, 
rules, and other memoranda as the Commission shall direct. The review staff 
shall be directly responsible to the Commission, and its personnel shall not engage 
in the preparation or prosecution of cases. Neither the general counsel, the chief 
accountant, nor the chief engineer shall have any authority over it. Its purpose 
is clear; it is to separate with finality the prosecutory and judicial functions of 
the Commission so that the same individual who prosecutes a case in behalf of the 
Commission before a hearing examiner shall not later be found preparing the 
final decision or advising Commissioners or the Commission as to the fina! decision. 
The records and facts well known to your committee and to the industry have 
proved beyond question that applicants have not always had the most equitable 
judicial treatment under the existing type of administrative judicial process, 
‘he committee believes that its proposed amendment will correct this situation. 

Subsection (a) of this section sets forth the duties and responsibilities of the 
Chairman of the Commission, providing that he shall be the chief executive officer 
of the Commission and shall represent it in all matters relating to legislation and 
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in dealings with the Congress as well as be responsible for the general organization 
and functioning of the Commission as a whole. 

Subsection (c) is a revision of the existing subsection 5 (e) dealing with certain 
necessary delegation of the Commissio.a’s work to individual Commissioners, a 
board of Commissioners, or to employees. Such delegation is subject to the 
provisions of section 17 of this bill (sec. 409 of the act is revised by this bill) and to 
the provisions of the Administrative Procedure Act as described in section 17. 

Subsection (d) is a new provision specifying that the Commission must meet 
at regular intervals but not less than once a month for the purpose of reviewing 
and expediting its work. The committee has set as fair time limits, for final 
Commission disposition of cases, a period of 3 months for nonhearing cases and 
6 months from the final date of hearing on all hearing cases. The Commission 
is instructed to report to Congress promptly all cases pending before it longer than 
these periods stating the reasons for delay. The Congress will thus be currently 
apprised of the progress of Commission actions, 

Section 6 

This section amends subsection ‘d) of section 307 by deleting the phrase “but 
action of the Commission with reference to the granting of such application 
for the renewal of a license shall be limited to and governed by the same con- 
siderations and practice which affects the granting of original applications.” 
Once a license has been granted, there appears to be not good reason why the 
Commission should be required to take into consideration many of the factors 
which it should and must take into consideration in granting a license in the first 
instance. Such matters as the character and ability of the applicant to operate 
a broadcast station or his financial ability to construct and maintain a station are 
important factors for the Commission to consider in evaluating original applica- 
tions for a broadcast station; they no longer may be pertinent factors when the 
Commission is giving consideration to renewal of a station license. It should be 
emphasized that while the recommended amendment does eliminate the necessity 
for the type of involved and searching examination which the Commission must 
make in granting an original license, it does not in any way impair the Commis- 
sion’s right and duty to consider, in the case of a station which has been in opera- 
tion and is applying for renewal, the over-all performance of that station against 
the broad standard of public interest, convenience, and necessity. This authority 
of the Commission is made explicit by specifying that such renewal grants are 
subject to findings by the Commission that the “public interest, convenience, or 
necessity would be served thereby.” This section, the committee desires to 
emphasize, is not intended to nor shall it be interpreted as modifying in any degree 
the high qualifications required of a licensee; rather, the objective of the recom- 
mended changes is to expedite the administrative consideration of the renewal 
process and to reduce the work load and expenditure on both the licensee and the 
Commission. 


Section 7 


This section amends subsection (a) of section *08 of the present act. Tt is 
designed to make more defin:te the procedures tq be employed by the Commission 
in the exercise of its radio-licensing functions. This section fixes and determines 
the conditions under which the first step in the exercise of the licensing function is 
taken; it makes positive and a part of statutory law that which has heretofore been 
the subject of dispute and controversy. There has been confusion under the terms 
of existin » law over the basic question of when and under what circumstances a 
written application must be filed as the initial step in license proceedings and 
when, by the device of calling a license by some other name, the Commission, 
and applicants with the acquiescence of the Commission, have avoided this step. 

The ame dment recommended herein would make he filing of a written appli- 
cation a necessary condition precedent in all cases except those arising out of 
emergencies involving dang r to life or property or damage due to equipment 
breakdowns or when the authorization is required by emergency or security 
reasons during the continuance of any war in which the United States is engaged. 
The proposed new language does not change the substance of existing law; it merely 
makes certain that which has heretofore been uncertain. Moreover, the amend- 
ment is directed against the administrative practice of issuing special service 
authorizations, which have been held ot to be licenses, and therefore persons 
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affected by their issuance were precluded from relying upon them or challenging 
their propriety. 


Section 8 


This section amends section 309 of the present act, which deals with the pro- 
cedural steps involved in obtaining a license. It is the purpose of this section, as 
a necessary corollary of the preceding section, to make definite and certain the 
procedural rights and remedies of those who oppose, as well as those who apply 
for, a new instrument of authorization. The necessity for definite provisions of 
this character has been clearly demonstrated by experience. 

Specifically, the amendment here proposed will make it possible, as at present, 
for the Commission to grant any application without hearing if convinced from 
ex parte examination that the statutory standard will be served thereby. It will, 
however, provide a method whereby any person, who has the right to challenge 
the legality or propriety of such a grant by appeal from the Commission’s decision, 
can make his complaint first before the Commission—a guaranty which the 
present law does not contain. Provisions also are included which are designed to 
guarantee that any hearings held before the Commission upon any application 
will be conducted upon the basis of issues clearly defined so that the Commission 
will act as an arbiter. 

Subsection (a) is merely a restatement of the present subsection (a) making 
clear that the standard of judgment which applies in issuing an authorization is in 
the public interest, convenience, and necessity. 

Subsection (b) sets forth in specific terms what the Commission shall do with 
respect to notification of the applicant and known parties in interest, both prior 
to ana after setting an application for hearing; the specification of issues; oppor- 
tunity for an applicant to reply; who may participate, under what circumstances 
and how. 

Subsection (ce) provides for what is commonly known as the protest rule. This 
provision merely insures that if the Commission grants a license or other type of 
authorization without a hearing, the grant will remain subject to protest under 
oath for a 30-day period by any party in interest. Thereafter, the Commission 
is required within 15 days to make a finding as to whether the protest meets the 
requirements of the section and if it so finds the matter shall be set for hearing 
under conditions specifically set forth to insure fullest judicial protection to citi- 
zens involved in such proceedings. Some question has been raised in earlier hear- 
ings on proposed Communications Act amendment bills with respect to the mean- 
ing of the term “‘ parties in interest’’ as used in this subsection and in other sections 
of the bill. Fear has been expressed that use of “parties in interest”? might make 
possible intervention into proceedings by a host of parties who have no legitimate 
interest but solely with the purpose of delaying license grants which properly 
should be made. The committee does not so construe the term “party in inter- 
est’’; ‘‘parties in interest’? because of electrical interference are fixed and defined 
by the Supreme Court decision in the KOA case (319 U. S. 239) and the Com- 
mission’s rules and regulations; ‘‘parties in interest’”’ from an economic standpoint 
are defined by the Supreme Court decision in the Sanders case (309 U. 8. 470). 

Subsection (d) is the present subsection (b) of section 309 of the act unchanged 
and mercly sets forth the form of the license and the conditions attached to its 
grant. 


Section 9 


This section amends subsection (b) of section 310 of the act which deals with 
the transfer of licenses granted by the Commission. The existing provisions are 
indefinite in nature with respect to the procedure to be employed by the Com- 
mission in considering such transfers and this has led, in some instances, to differ- 
ences in the treatment of applications for transfer of facilities. The recommended 
new language is designed to make certain that no construction permit or station 
license granted by the Commission may be transferred without the Commission’s 
approval; to make definite the procedure to be employed by the Commission in 
passing upon transfer applications; and to clarify the standard to be applied by 
the Commission in passing upon the merits of such applications. 

One of the purposes of the proposed new language in this subsection is to annul 
the so-called AVCO procedure adopted several years ago by the Commission to 
prevent a licensee from selling his property to a proper person of his choice but 
requiring an opportunity for others to make bids for any radio station proposed to 
be sold. The committee believes that there is no provision of present law which 
authorizes the Commission to employ such a procedure and it deems such a pro- 
cedure an unwise invasion by a Government agency into private business practice. 
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The committee regards it as significant that the Commission dropped the so- 
called AVCO procedure several months ago as unsatisfactory and a cause of 
undue delay in passing upon transfers of iicenses. It should be emphasized that 
the Commission’s authority to see to it that stations are operated in the public 
interest and to determine whether the proposed transferee possesses the qualifica- 
tions of an original liceasee or permittee is not impaired or affected in any degree 
by this subsection. In fact, the latter requirement is expressly stated. The com- 
mittee also desires to emphasize that the language recommended in this subsection 
specifically refers to construction permits as well as licenses. It is of the opinion 
that this lack of reference to construction permits in the present law may have led 
to some of the abuses which have taken place under the transfer provisions, 


Section 10 ! 


This section amends section 311 of the present act which relates to the applica- 
tion of the antitrust laws of the United States. The existing law contains two 
sections (secs. 311 and 313) which deal with this subject. Section 313 of the 
present law makes clear that all licensees under the Communications Act come 
within the provisions of the antitrust laws and that if anv licensee is found guilty 
of a violation of antitrust laws the court may, as an additional penalty, also revoke 
the license of the person or group found guilty. Section 311 of the present law 
specifically directs the Commission to revoke any license which the court has 
ordered to be revoked under the authority of section 313 and authorizes the Com- 
mission to revoke the license of a person found guilty of antitrust violation if the 
court itself has not ordered such revocation. 

Licensees have consistently contended during various hearings before this 
committee that these two sections considered together as now written constitute 
an unfair discrimination against radio licensees and that such a double penalty is 
not imposed upon other classes of business by any other statute. 

The committee is impressed with the legal validity of the protests which have 
been made against this type of double jeopardy. It believes there is merit in the 
contention that citizens should not be subject to trial for the same allegations 
before two different tribunals. Moreover, such an argument is particularly per- 
tinent in connection with alleged violations of the antitrust statutes which are the 
particular province of the Department of Justice and do not, by any other law, 
come within the jurisdiction of any independent quasi-judicial agency of govern- 
ment. 

The committee has made no change in section 313. That section, which makes 
all licenses amendable to the antitrust statutes and specifically grants the court 
authority, if a licensee is found guilty of an antitrust violation, to order revocation 
of his license in addition to all other penalties which may be imposed under author- 
ity of the antitrust laws, stands unchanged and unimpaired. It has, however, 
modified section 311, which gave to the Federal Communications Commission 
additional authority to institute license revocation proceedings in those cases 
where a licensee has been found guilty in court of an antitrust violation but where 
the court did not order revocation of the license issued by the Commission. The 
modification proposed merely prohibits the Commission from instituting its own 
antitrust proceeding. It retains the specific authority to refuse a license or permit 
in those cases in which a court under section 313 has ordered revocation of the 
license or permit. 

The committee desires to emphasize that the Commission’s existing authority 
under law to examine into the character of a licensee or permittee in granting a 
license or a renewal is in no way impaired or modified by the change here recom- 
mended in section 311. The Commission’s authority to determine whether or not 
the public interest, convenience, or necessity will be served by the granting of a 
license remains paramount and if it finds that the conviction of a licensee under 
the antitrust laws or under section 313 has materially affected the character or 
standing of such licensee so as to warrant refusal of a renewal, or grant of license, 
it may so proceed. Thus, the Commission’s power to protect against monopoly 
control of radio licenses remains unaffected by the changes herein recommended; 
it is merely estopped from initiating and proceeding with an antitrust case of its 
own. 


Section 11 
This section amends section 312 of the present act which deals with revocation 
of licenses. _ Under existing law a station license may be revoked for false state- 
ments either in the application, or in the statement of fact which may be rquired 
from time to time, which would warrant the Commission in refusing to grant a 
license on an original application; or for failure to observe any of the restrictions 
8. Rept. 44, 82-1——-2 
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or conditions of the act or of regulations of the Commission authorized by the act 
or a treaty ratified by the United States. It is clear, therefore, that revocation is 
the sole administrative penalty in the case of violations ranging from the most 
serious to the least minor and affecting those who may innocently violate regula- 
tions of the Commission on technical matters. 

The committee feels that this is not a satisfactory situation for two reasons: 
The Commission is reluctant to revoke a license for a minor offense and therefore 
minor offenses may be committed almost with impunity; and there exists no clear 
distinction between types of offenses. It is felt that some method of procedure 
short of revocation should be provided for minor or less serious violations. It is, 
therefore, provided that the Commission may issue cease-and-desist orders for 
such less serious violations. 

The revocation penalty would remain in effect only (1) for those situations in 
which the Commission learns of facts or conditions after the granting of a permit 
or license which would have warranted it in refusing the grant originally had it 
known those facts: (2) for violation or failure to observe provisions of a treaty 
ratified by the United States; and (3) for violation or failure to observe the con- 
ditions of any cease-and-desist order issued in accordance with the provisions of 
this section. As in the case of cease-and-desist orders, the Commission must 
first issue an order to show cause why a license should not be revoked. 

The cease-and-desist action would apply to those cases where a licensee has 
(1) failed to operate substantially as set forth in his license; (2) failed to observe 
the restrictions of this act or of a treaty ratified by the United States; and (3) vio- 
lated or failed to observe any rule or regulation of the Commission authorized by 
this act. 

It will be seen that violation of conditions or restrictions of a treaty may be 
proceeded against initially either by a revocation proceeding or the less onerous 
cease-and-desist proceeding, thus allowing Commission discretion as to the 
seriousness of the alleged offense. Moreover, the recommended languace clothes 
the Commission with power to prevent persistent minor violations by making 
violation of a cease-and-desist order cause for a revocation action. 

The cease-and-desist procedure is a time-tried and wholly successful one in 
many administrative agencies and the committee believes that its adoption by the 
Federal Communications Commission will be salutary. The language here 
recommended has had the approval of all witnesses who testified on the bill. 

Revocation and cease-and-desist proceedings are, of course, subject to proper 
hearing procedures and are appealable to the courts. The burden of proof in all 
such proceedings is upon the Commission 
Section 12 

This section provides for a new section (sec. 330) but its provisions are virtually 
identical with the present section 312 (b) of the law. In the interest of clarity 
and consistent order, the revocation and cease-and-desist provision has been as- 
signed the number 312 and the provisions of the old section 312 (b) have been 
transferred to a new number. 

The recommended language provides that modifications of licenses may be 
made where it will promote the public interest or where the provisions of the 
act or any treaty will be more fully complied with. This provision is identical 
with existing section 312 (b) except for language spelling out that a licensee whose 
license the Commission proposes to modify may on request secure a public hear- 
ing on at least 30 days’ notice. This period of time may be shortened, however, 
where safety of life or property is involved. The section also provides that the 
burden of proof in all revocation, modification, and cease-and-desist proceedings 
is on the Commission. 


Section 13 


This section, entitled “Limitations on Quasi-Judicial Powers,” adds a new 
section (sec. 331) to the present act dealing with miscellaneous provisions re- 
lating to the procedures to be followed in modification, revocation, and renewal 
proceedings. It has been endorsed by all witnesses and has the general approval 
of Commissioners. 

The intent of this section is to spell out in definite detail the authority of the 
Commission with respect to modification of licenses, and termination or revoca- 
tion of licenses, and to provide a guide for the Commission in dealing with re- 
newals of licenses. 

The language makes clear that modification can be undertaken only in accord- 
ance with the provisions prescribed by section 330 (a) of the law (sec. 12 of this 
bill) and that revocation or termination of a license can be undertaken only for 
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the reasons and in the manner provided by section 312 of the law (sec. 11 of this 
bill). It makes clear that Commission consideration of a renewal of license is 
also premised on the public interest, convenience, and necessity but the intent of 
the committee here is to separate more definitely and clearly the prosecutory 
functions and duties of the administrative staff of the Commission from the 
quasi-judicial functions of the Commission membership itself. 

Section 14 


This section amends section 401 of the present act by adding a new subsection 
(e) dealing with declaratory orders. The declaratory order method of procedure 
has received the direct approval of Congress in the enactment of the Adminis- 
trative Procedure Act, which provides for issuance of such orders by administra- 
tive and independent agencies. The committee believes this type of procedure is 
an extremely beneficial one, both for the Government and for those having business 
before a Government agency. 

The first sentence of the recommended section is substantially the language 
of the Administrative Procedure Act. However, the committee is of the opinion 
that because of the problems with which the Communications Commission deals 
it is necessary to provide additional safeguards in the issuance of declaratory orders 
by the Commission. The Commission should not be in the position of entering 
fiats to the industry under the guise of unsolicited declaratory orders. Moreover, 
such orders should be binding only on those who are parties to the proceeding. 

This section provides that the Commission may issue declaratory orders in 
cases of actual controversy or in order to remove uncertainty. Such orders 
would be issued only upon petition and after notice and opportunity for hearing 
and such orders would, of course, be subject to judicial review. 

One of the frequent criticisms of governmental procedure, particularly that of 
the quasi-judicial agencies, is that in order to test the legalitv, or even the mean- 
ing, of a rule or regulation, it is necessary to violate it and ineur the penalties 
that go with such violation. Such a condition results in a particularly difficult 
situation in t e case of radio broadcasting, involving as it does highly technical 
and specialized rules applicable to engineering and other technical equipment and 
operations most complicated in character. The proposed new section would 
make it unnecessary to incur the risk of violating the law in order to secure an 
authoritative ruling. 

Section 15 


This section amends section 402 of the present act, which deals with the subject 


of judicial review of the Commission’s decisions and orders. The subject of 
appeals from quasi-judicial agencies to the courts and the legal remedies under 
such appeals are most important. Since the changes in existing law which are 
to be effected by the enactment of these subsections are several and substantial, 
detailed consideration is presented in this report. 

Subsection (a) deals only with judicial review of Commission orders by specifi- 
cally constituted three-judge courts. It substantially restates existing law with 
necessary clarification, and a provision is inserted which would give parties plain- 
tiff, other than the Governinent, an option of venue for such suits, either in the 
appropriate United States district court or in the United States District Court 
for the District of Columbia. Subsections (b) through (j) deal with the subject 
of judicial review of decisions and orders of the Commission which are entered 


in the exercise of its radio-licensing functions. 

Subsection (b) attempts a more precise and comprehensive definition of the 
jurisdiction of the United States Court of Appeals for the District of Columbia in 
cases appealed from the Commission. The language of this subsection, when 
considered in relation to that of subsection (a), also would make clear that judicial 
review of all cases involving the exercise of the Commission’s radio-licensing 
power is limited to that court. Under present law, confusion and controversy 
have arisen concerning what decisions and orders of the Commission might become 
the subject to judicial review and in what court. This has been carried to the 
point where the time and effort of both litigants and courts have been too much 
taken up with jurisdictional problems rather than with the merits of particular 
2ases. Enactment of this subsection is designed to obviate this difficulty. 

Subsection (c) deals with the time for and the manner of taking an appeal from 
the Commission to the United States Court of Appeals for the District of Colum- 
bia, and the duty of the Commission with respect to the filing and certification of 
the record in the event that such an appeal is taken. The appellate period is 
made 30 rather than 20 days as at present, and provision is made that the appellate 
period will run from the date of the entry of the order appealed from rather than 
from its effective date. 
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This subsection also definitely fixes and prescribes the nature and extent of the 
jurisdiction of the appellate court after a notice of appeal has been filed. It 
confers upon that court, by specific enauag rather than by inference, authority 
to grant temporary relief, which may be either affirmative or negative in its scope 
and application. The necessity for language of this sort in the statute itself can 
hardiy be exaggerated in view of the controversy and confusion which have 
arisen concerning this subject. The language here is believed to be stronger and 
caren preferable to that found in section 10 (d) of the Administrative Procedure 

ct. 

Subsection (d) would continue in effect, substantially, the provisions of section 
402 (c) of existing law. It does, however, attempt to settle certain ambiguities. 
The Commission would be compelled to file with the court both the record and 
its written decision within a period of 30 days after the filing of anappeal. Present 
provisions of law are susceptible of an interpretation which would require the 
filing of the Commission’s decision 30 days after the filing of the record. 

Subsection (e) is a redraft of section 402 (d) of existing law, with minor clarifying 
amendments. 

Subsection (f) specifically confers upon the appellate court the right to fix by 
rule the material to be included in any record upon which an appeal is to be heard 
and determined. While this is now the practice of the United States Court of 
Appeals for the District of Columbia, questions have arisen concerning that 
court’s power to take such action due to the peculiar language of the statute. 
This is a matter which obviously should be clarified. 

Subsection (g) merely adopts the language of section 10 (e) of the Administra- 
tive Procedure Act as the procedure to be followed in the hearing and determina- 
tion of the appeal. 

Subsection (h) contains provisions which are intended to confer upon the 
appellate court a measure of control commensurate with the dignity and respon- 
sibility of that tribunal, requiring the Commission to give effect to the judgment 
of the court in the absence of proceedings to review. The committee points out 
that under the language of this subsection the appellate court would have ample 
authority, either on its own motion or upon the petition of the Commission or any 
other litigant, to provide, either as a part of its original decree or supplementary 
thereto, that new parties and new issues may be introduced and a new record 
made after remand to the Commission. This authority stems from the phrase 
“and unless otherwise ordered by the court.” 

Subsection (i) carries forward without change provisions of section 402 (f) of 
existing law relating to the assessment of costs on appeal. 

Subsection (j) contains important amendments to existing law. Under present 
law, review by the Supreme Court of decisions of the United States Court of 
Appeals for the District of Columbia is limited to certiorari proceedings and to 
certification by the court of appeals. This subsection provides that, in a limited 
class of cases, appeals may be taken directly and as a matter of right to the United 
States Supreme Court. 

Experience to date has clearly demonstrated that it is extremely difficult for 
private litigants to secure an ultimate Supreme Court review of Commission action 
by the certiorari method. Since 1927, only one such petition has been granted 
upon request of a private litigant, whereas only one such petition has been denied 
when filed by the Government. The result has been that many cases involving 
Commission action on applications for renewal and modification of licenses have, 
during this period, been reviewed by the Supreme Court upon request of the 
Government, and only one has received such consideration upon petition of a 
private litigant. Since either revocation or renewal proceedings may result in 
absolute or final loss of license, the committee believes that adequate opportunity 
should be given the parties affected in such cases to litigate their claims; and 
that, in this limited class of cases, opportunity should extend to and include 
review by the highest judicial tribunal. Such appeals, as a matter of right, are 
given in practically all cases involving decisions and orders of the Interstate 
Commerce Commission and are given under section 402 (a) of the Communications 
Act in cases such as the network cases (National Broadcasting Company, Inc., 
et al. v. U. S. et al. (319 U.S. 190)) which involve the exercise by the Commission 
of its legislative, as distinguished from its judicial powers. 

The committee sees no basis in substance for the distinction made so long as 
the result reached is determinative and final in either case and goes to the right 
of a litigant to remain in the business of his choice. The inclusion of such a 
provision should impose no undue hardship upon the Supreme Court because of 
the limited number of such cases. On the contrary, it would make possible the 
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development of an authoritative body of law upon a subject vital to those engaged 


in the communications business and of substantial importance to the publie 
generally. 


Section 16 


This section amends section 405 of existing law which deals with rehearing 
procedure before the Commission. Since the rehearing step is the final stage in 
the administrative process, the committee is of the opinion that clarity and 
definiteness are of paramount importance here. The new language recommended 
in this bill is intended to make more definite and certain the rights and remedies 
of the parties concerned. 

Any party affected by a decision, order, or requirement of the Commission, or 
any other person aggrieved or adversely affected by it, is granted the right to 
petition for a rehearing. In order to expedite the rehearing process and prevent 
it from being used as a delaying action, the recommended new language specifies 
that, except for newly discovered evidence or evidence otherwise available only 
since the original taking of evidence, no evidence shall be taken on a rehearing. 
This is also intended to make such rehearing procedures conform to court practice, 
on appeal, in view of the fact that a rehearing conforms in many respects to an 
appeal to a higher court, where only the evidence already introduced is con- 
sidered. 

The recommended section also would eliminate uncertainties in existing appel- 
late practices by providing that the time for appeal under section 402 (b) (see. 
15 of this bill) will run from the date upon which the Commission enters its order 
disposing of all petitions for rehearing filed in any case. 

Section 17 

This section amends section 409 of the present act, which deals with the hearing 
procedure before the Commission. The proposed new language replaces the 
present subsection (a) with three new subsections. These are designed to make 
definite and certain the procedure to be employed by the Commission in all cases 
where a public hearing is required by the provisions of the Communications Act 
or other applicable provisions of law. 

The subject here dealt with is that of judicia! or quasi-judicial hearings held 
by the Commission and is one of the most important of eny dealt with in the 
entire bill. The changes recommended in this bill are prompted by what is 
believed to be an abundance of caution and a desire to prevent conflicts or mis- 
understandings due to the presence on the statute books of other provisions relat- 
ing to the same subject. Since section 12 of the Administrative Procedures Act 
provides that subsequent legislation shal] not supersede or mocify the provisions of 
that act, unless specifically stated, it has been necessary to make specific references 
to that act where the subject matter requires a different treatment. 
consists of three subsections, which wii be dealt with in order. 

Subsection (a) will, in effect, require all hearings of a judicial or quasi-judicial 
nature conducted by the Commission to be held either by the whole Commission 
or by one or more examiners appointed by the Commission. It will not permit 
the conduct of a hearing by a single Commissioner, as is now sometimes done. 
This is important because it is impossible for the Commission to review the pre- 
liminary or intermediate report of one of its members with the same degree of 
objectivity or fairness with which it reviews the report of an examiner. Since 
section 7 (a) of the Administrative Procedure Act is so phrased as to permit a 
eontinuance of present practices, specifie references to it were regarded as neces- 
sary in order to effect a change. 

Subsection (b) relates to the procedure which shall be followed by the officers 
conducting a hearing and what shall be included in the record. Here again certain 
provisions of section 8 of the Administrative Procedures Act seem to be ineffective 
or inappropriate, and specific reference to section 8 of that act was required. 

Subsection (¢c) has further reference to the conduct of hearing officers and 
certain other employees both during the hearing and subsequent thereto, but 
before final decision. While provisions of this type are not found in the Admin- 
istrative Procedure Act, the committee believes that the clearest and most 
detailed separation of the prosecutory and judicial functions must be maintained 
in the interests of equity and fair treatment to those having business before the 
Commission. An exemption has been made with respect to the review work that 
may be carried on by the review unit provided for in this bill (sec. 5 (b) of the 
act and this bill) and by the Commissioners’ personal legal assistants. But the 
committee insists that citizens shall be safeguarded in the administrative process 
so that unfair and improper influence shall not be brought to bear in their cases 


The section 
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without their knowledge and without an opportunity for them to rebut in accord- 
ance with American juridical standards. 

In providing for the establishment of a special review unit, the committee does 
not intend it to act as a panel designed to screen or modify examiners’ proposed 
decisions before they reach the Commission. On the contrary, the principal 
function of the review unit is to digest and analyze proposed decisions (or rules 
and regulations) for the Commission to save individual Commissioners’ time and 
expedite their handling of cases and the rule-making procedure. Such review 
board does not have and is not intended to have any authority to revise, modify, 
amend, or alter any proposed decision by an examiner nor to recommend to the 
Commission changes in such decisions. It is expected to act as a clearinghouse 
to make certain that both law and fact have been correctly applied and to digest, 
analyze, and note the scope and purport of the proposed decision. 

Apart from the authority expressly granted the review board, and the duties 
laid upon the Commissioners’ personal legal assistants, every safeguard is written 
into this section to prevent examiners, lawyers, or other employees from advising 
or consulting with the Commission with respect to its action. 

These three subsections are amendatory. In the interests of clarity, these 
additional subsections are retained in the act, and renumbered so that the present 
subsections (b), (c), (d), (e), (f), (g), (h), (i), and (j), will become subsections (d), 
(e), (f), (g), (h), @, @), (&), and (1), respectively. 

Section 18 


This section amends section 414 of the present act, which provides that nothing 
in the Communications Act shall abridge or alter the remedies existing at common 
law or by statute. The recommended new language to be added is: ‘‘except as 
specifically provided in this Act, the provisions of the Administrative Procedure 
Act shall apply in all proceedings under this Act.” 

The purpose and intent of the amendment is to make clear that all of the 
pertinent provisions of the Administrative Procedure Act are applicable in all 
procedural and appellate matters involving cases and controversies before the 
Communications Commission, except where specific procedural and appellate 
provisions are set forth in this bill. It will be noted that section 409 (a), (b), and 
(c) (see. 17 of this bill) specifically refer to the Administrative Procedure Act 
and specify that, notwithstanding provisions of that act, the procedures set forth 
in those subsections are to be employed. The committee is well aware of the 
salutary provisions of the Administrative Procedure Act and has no desire to 
vitiate or impair the rights granted under the provisions of that act to private 
citizens doing business with a Government agency. It believes, however, that 
circumstances and conditions involved in procedures before the Communications 
Commission, particularly radio-broadcast cases, which differ from common- 
carrier principles, are such that special recognition must be given to the problem. 
The Administrative Procedure Act, which is a general statute covering procedure 


in all administrative agencies, does not meet all of these conditions and circum- 
stances. 


Section 19 


This section is a new provision of law which adds a new section to chapter 63 
of the Criminal Code dealing with fraud by radio. This provision has been 
recommended by the Federal Communications Commission on several occasions, 
and the committee has heard of no opposition to it from any source. 

It is intended merely to establish for radio a parallel provision now in the law 
for fraud by mail, so that fraud conducted or intended to be conducted by radio 
shall be amenable to the same penalties now provided for fraud by means of the 
mails. The Commission has pointed out that the loophole now in the law leaves 
not only citizens at the mercy of some clever schemer but actually places an in- 
nocent licensee at a serious disadvantage, since the only recourse the Commission 
has under existing law is to revoke a license. Of course, should a licensee be found 
to be involved in such a fraud, the Commission’s power to revoke his license is not 
affected by this new section. It does, however, provide a means to reach a non- 
licensee who may make use of the radio to defraud. 


Section 20 
This section is the usual separability provision to make certain that if any 
provision of the bill is found invalid it will not invalidate the remainder of the 


—— of the bill and their applicability to persons or circumstances affected 
y the act. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing ie proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Tue Communications Act oF 1934 
faa. 8 3 8 
*” 


* . * * * * 
[(o) “Broadcasting” means the dissemination of radio communications in- 
tended to be received by the public, directly or by the intermediary of relay 


we 
(0) “Broadcasting” means the dissemination of radio communications intended 
to be received directly by the general public. 

+ * x + * * + 


(p * * + (q) * * a” (r) + * ~ (s) * + * (t) * ~ a 
(uy) * * * (vy) * * * (wy) * © © (x) * © © (y) * * & 
{z) * * * (aa * * * k 

(bb) The term “license’’, “‘station license’, or “radio station license” means that 
instrument of authorization required by this Act or the rules and regulations of the 
Commission made pursuant to this Act, for the use or operation of apparatus for 
transmission of energy, or communications, or signals by radio, by whatever name the 
instrument may be designated by the Commission. 

(cc) The term “broadcast station’’, “broadcasting station’, or “radio broadcast 
station” means a radio station equipped to engage in broadcasting as herein defined. 

(dd) The term “construction permit” or “permit for construction” means that 
instrument of authorization required by this Act or the rules and regulations of the 
Commission made pursuant to this Act for the installation of apparatus for the trans- 
mission of energy, or communications, or signals by radio, by whatever name the 
instrument may be designated by the Commission. 

Src. 4 


* * * * * * * 


(b) Each member of the Commission shall be a citizen of the United States. 
No member of the Commission or person in its employ shall be financially in- 
terested in the manufacture or sale of radio apparatus or of apparatus for wire or 
radio communication; in communication by wire or radio or in radio transmission 
of energy; in any company furnishing services or such apparatus to any company 
engaged in communication by wire or radio or to any company manufacturing 
or selling apparatus used for communication by wire or radio; or in any company 
owning stocks, bonds, or other securities of any such company; nor be in the em- 
ploy of or hold any official relation to any person subject to any of the provisions 
of this Act, nor own stocks, bonds, or other securities of any corporation subject 
to any of the provisions of this Act. [Such commissioners shall not engage in 
any other business. vocation, or employment.] Such commissioners shall not 
engage in any other business, vocation, profession, or employment but this shall not 
apply to the preparation of technical or professional publications for which reason- 
ais honorarium or compensation may be paid. Any such Commissioner serving 
as such after one year from the date of enactment of the Communications Act Amend- 
ments, 1950, shall not for a period of one year following the termination of his services 
as a Commissioner represent before the Feesanieaien in a professional capacity any 
person, including all persons under common control, subject to the provisions of this 
Act, except that this restriction shall not apply to any Commissioner who has served 
the full term for which he was appointed. Not more than four commissioners shall 
be members of the same political party. 

* * * * * + * 


C(f) (1) Without regard to the civil-service laws or the Classification Act of 
1923, as amended, (1) the Commission may appoint and prescribe the duties and 
fix the salaries of a secretary, a director for each division, a chief engineer and not 
more than three assistants, a chief accountant and not more than three assist- 
ants,‘ a general counsel and not more than three assistants, and temporary counsel 
designated by the Commission for the performance of special services; and (2) 
each commissioner may appoint and prescribe the duties of asecretary at an annual 
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salary not to exceed $5,482.80. The general counsel and the chief engineer and 
the chief accountant‘ shall each receive an annual salary of not to exceed $10,330: 
the secretary shall receive an annual salary of not to exceed $9,706.50; the director 
of each diyision shall receive an annual salary of not to exceed $9,706.50; and 
no assistant shal] receive fan ‘annual salary in excess of $9,706.50. The Com- 
mission shall have authority, subject to the provisions of the civil-service laws 
and the Classification Act of 1923, as amended, to appoint such other officers, 
engineers, accountants,’ inspectors, attorneys, examiners, and other employees 
as are necessary in the execution of its functions. } 

(f) (1) Without regard to the civil-service laws or the Classification Act of 1949, 
as amended, (1) the Commission may appoint and prescribe the duties and fix the 
salaries of a secretary, a chief engineer and not more than two assistants, a chief 
accountant and not more than two assistants, a general counsel and not more than 
two assistants, and counsel temporarily employed and designated by the Commission 
for the performance of specific special services; and (2) each Commissioner may 
appoint and prescribe the duties of a legal assistant at an annual salary not to exceed 
$10,000 and a secretary at an annual salary not to exceed $5,600. The chief engineer, 
the chief accountant, and the general counsel shall each re eive an annual salary of 
not to exceed $11,200; the secretary shall receive an annual salary of not to exceed 
$10,000, and no assistant shall receive an annual salary in excess of $10,000: Pro- 
vided, That on and after one year from the date of enactment of Communications Act 
Amendments, 1950, the secretary of the Commission, the chief engineer and his 
assistants, the chief accountant and his assistants, the general counsel and his 
assistanis, and the legal assistants to each Commissioner shall not, for the period of 
one year next following the cessation of their emplayment with the Commission, 
represent before the Commission in a professional capacity any person, including all 
persons under common control, subject to the provisions of this Act. The Commis- 
sion shall have authority, subject to the provisions of the civil-service laws and the 
Classification Act of 1949, as amended, to appoint such other officers, engineers, 
accountants, attorneys, inspectors, examiners, and other employees as are necessary 
in the execution of its functions. * * #* 

(gz) [The Commission-may make such expenditures (including expenditures 
for rent and persona! serviees at the seat of government and elsewhere, for office 
supplies, law books, periodicals, and books of reference, and for printing and 
binding) as may be necessary for the execution of the functions vested in the 
Commission and as from time to time may be appropriated for by Congress. ] 
The Commission may make such expenditures (including expenditures for rent and 
personal services at the seat of Government and elsewhere, for office supplies, law 
books, periodicals, and books of reference, for printing and binding, for land for use 
as sites for radio monitoring stations and related facilities, including living quarters 
where necessary in remote areas, for the construction of such stations and facilities, 
and for the improvement, furnishing, equipping, and repairing of such stations and 
facilities and of laboratories and other related facilities (including construction of 
minor subsidiary buildings and structures not exceeding $25,000 in any one instance) 
used in connection with technical research activities), as may be necessary for the 
execution of the functions vested in the Commission and as from time to time may 
be appropriated for by Congress. All expenditures of the Commission, including 
all necessary expenses for transportation incurred by the commissioners or by 
their employees, under their orders, in making an¥ investigation or upon any 
official business in any other’places than in the city of Washington, shall be 
allowed and paid on the presentation of itemized vouchers therefor approved 
by the chairman of the Commission or by such other member or o..icer thereof 
as may be designated by the Commission for that purpose. 

+ * * * * * - 

(k) The Commission shall make an annual report to Congress, copies of which 
shall be distributed as are other reports transmitted to Congress. [Such report 
shall contain such information and data collected by the Commission as may be 
considered of value in the determination of questions connected with the regula- 
tion of interstate and foreign wire and radio communication and radio transmis- 
sion of energy, together with such recommendations as to additional legislation 
relating thereto as the Commission may deem necessary: Provided, That the 
Commission shall make a special report not later than February 1, 1935, reeom- 
mending such amendments to this Act as it deems desirable in the public interest: 
Provided further,6 That each year, at the beginning of the session of the Congress, 
the Commission shall report to the Congress whether or not any new wire or radio 
communication legislation is required better to insure safety of life and property. 
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If any such new legislation is considered necessary the Commission shall make 
specific recommendations thereof to the Congress] Such reports shall contain— 

(1) such information and data collected by the Commission as may be considered 
of value in the determination of questions connected with the regulation of interstate 
and foreign wire and radio communication and radio transmission of energy. 

(2) such information and data concerning the functioning of the Commission as will 
be of value to Congress in appraising the amount and character of the work and accom- 
plishments of the Commission and the adequacy of its staff and equipment: Provided, 
That the first and second annual reports following the date of enactment of Communi- 
cations Act Amendments, 1950, shall set forth in detail the number and caption of 
pending applications requesting approval of transfer of control or assignment of a 
station license, or construction permits for new stations, or for increases in power, or for 
changes of frequency of existing stations at the beginning and end of the period covered 
by such reports; 

(3) information with respect to all persons taken into the employment of the Com- 
mission during the year covered by the report, including names, pertinent biographical 
data and experience, Commission positions held and compensation paid, together 
with the names of those persons who have left the employ of the Commission during 
such year: Provided, That the first annual report following the date of enactment of 
Communications Act Amendments, 1950, shall contain such information with 
respect to all persons in the employ of the Commission at the close of the year for 
which the report is made; 

(4) an itemized statement of all funds expended during the preceding year by the 
Commission, of the sources of such funds, and of the authcrity in this Act or elsewhere 
under which such expenditures were made; and 

(5) specific recommendations to Congress as to additional legislation which the 
Commission deems necessary or desirable, including all legislative proposals sub- 
mitted for approval to the Director of the Budget. 


* * * * * + * 


[DIVISIONS OF THE COMMISSION] 
ORGANIZATION OF THE COMMISSION 


Src. 5. [E(a) The Commission is hereby authorized by its order to divide the 
members thereof into not more than three divisions, each to consist of not less 
than three members. Any commissioner may be assigned to and may serve 
upon such division or divisions as the Commission may direct, and each division 
shall choose its own chairman. In case of a vacancy in any division, or of ab- 
sence or inability to serve thereon of any commissioner thereto assigned, the 
chairman of the Commission or any commissioner designated by him for that 
purpose may temporarily serve on said division until the Commission shall 
otherwise order. 

{(b) The Commission may by order direct that any of its work, business, or 
functions arising under this Act, or under any other Act of Congress, or in respect 
of any matter which has been or may be referred to the Commission by Congress 
or by either branch thereof, be assigned or referred to any of said divisions for 
action thereon, and may by order at any time amend, modify, supplement, or 
rescind any such direction. All such orders shall take effect forthwith and remain 
in effect until otherwise ordered by the Commission. 

{C(c) In conformity with and subject to the order or orders of the Commission 
in the premises, each division so constituted shall have power and authority by 
a majority thereof to hear and determine, order, certify, report, or otherwise 
act as to any of said work, business, or functions so assigned or referred to it for 
action by the Commission, and in respect thereof the division shall have ali the 
jurisdiction, and powers now or then conferred by law upon the Commission, and 
be subject to the same duties and obligations. Any order, decision, or report 
made or other action taken by any of said divisions in respect of any matters 
so assigned or referred to it shall have the same force and effect, and may be 
made, evidenced, and enforced in the same manner as if made, or taken by the 
Commission subject to rehearing by the Commission as provided in section 405 
of this Act for rehearing cases decided by the Commission. The secretary and 
seal of the Commission shall be the secretary and seal of each division thereof. 

{(d) Nothing in this section contained, or done pursuant thereto, shall be 
deemed to divest the Commission of any of its powers. 

{(e) The Commission is hereby authorized by its order to assign or refer any 
portion of its work, business, or functions arising under this or any other Act of 
Congress or referred to it by Congress, or either branch thereof, to an individual 
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commissioner, or to a board composed of an employee or employees of the Com- 
mission, to be designated by such order, for action thereon, and by its order at any 
time to amend, modify, supplement, or rescind any such assignment or reference: 
Provided, however, That this authority shall not extend to investigations instituted 
upon the Commission’s own motion or, without the consent of the parties thereto, 
to contested proceedings involving the taking of testimony at public hearings, or to 
investigations specifically required by this Act. All such orders shall take effect 
forthwith and remain in effect until otherwise ordered by the Commission. In case 
of the absence or inability for any other reason to act of any such individual 
commissioner or employee designated to serve upon any such board, the chairman 
of the Commission may designate another commissioner or employee, as the case 
may be, to serve temporarily until the Commission shall otherwise order. In 
conformity with and subject to the order or orders of the Commission in the prem- 
ises, any such individual commissioner, or board acting by a majority thereof, shall 
have power and authority to hear and determine, order, certify, report, or other- 
wise act as to any of said work, business, or functions so assigned or referred to 
him or it for action by the Commission and in respect thereof shall have all the 
jurisdiction and powers now or then conferred by law upon the Commission and be 
subject to the same duties and obligations. Any order, decision, or report made 
or other action taken by any such individual commissioner,or board in respect of 
any matters so assigned or referred shall have the same force and effect, and may 
be made, evidenced, and enforced in the same manner as if made or taken by the 
Commission. Any party affected by any order, decision, or report of any such 
individual commission or board may file a petition for rehearing by the Com- 
mission or a division thereof and every such petition shall be passed upon by the 
Commission or a division thereof. Any action by a division upon such a petition 
shall itself be subject to rehearing by the Commission, as provided in section 
405 of this Act and in subsection (e). The Commission may make and amend 
rules for the conduct of proceedings before such individual commissioner or board 
and for the rehearing of such action before a division of the Commission or the 
Commission. The secretary and seal of the Commission shall be the secretary 
and seal of such individual commissioner or board.] (a) The member of the Com- 
mission designated by the President as Chairman shall be the chief executive officer of 
the Commission. It shail be his duty to preside at all meetings and sessions of the 
Commission, to represent the Commission in all matters relating to legislation and 
legislative reports, to represent the Commission in all matters requiring conferences or 
communications with other governmental officers, departments or agencies, and gen- 
erally to coordinate and organize the work of the Commission in such manner as to 
promote prompt and efficient disposition of all matiers within the jurisdiction of the 
Commission. Inthe case of a vacancy in the office of the Chairman of the Commission, 
or the absence or inability of the Chairman to serve, the Commission may temporarily 
designate and appoint one of its members to act as Chairman until the cause or cir- 
cumstance requiring such service shall have been eliminated or correcied. 

(b) Within sixty days after the enactment of the Communications Act Amendments, 
1950, and from time to time thereafter as the Commission may find necessary, the 
Commission shall organize its legal, engineering, and accounting staff into (1) in- 
tegrated divisions, to function on the basis of the Commission’s principal workload 
operations; and (2) into such other divisional organizations as the Commission may 
deem necessary to handle that part of its work load which cuts across more than one 
integrated division or which does not lend itself to the integrated division set-up. 
Each such integrated division and divisional organization shall include such legal, 
engineering, accounting, administrative, and clerical personnel as the Commission 
may determine to be necessary to perform its functions. The general counsel, the 
chief engineer, and the chief accountant and their respective assistants shall carry out 
their respective duties under such rules and regulations as the Commission may 
prescribe. The Commission shall establish a staff, directly responsible to it, which 
shall include such legal, engineering, and accounting personnel as the Commission 
deems necessary, whose duty shall be to prepare such drafts of Commission decisions, 
orders, and other memoranda as the Commission, in the exercise of its quasi-judicial 
duties, may from time to time direct: Provided, That no member of such staff shall 
participate in a hearing or represent the Commission, directly or indirectly, in any 
prosecutory or investigatory function or proceeding. ae 

(c) Except as provided in section 409 hereof, the Commission, when necessary to the 
proper functioning of the Commission and the prompt and orderly conduct of its busi- 
ness, is hereby authorized and directed to assign or refer any portion of tts work, 
business, or functions to an individual Commissioner or Commissioners or to a board 
composed of one or more employees of the Commission, to be designated by such order 
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for action thereon, and by its further order at any time to amend, modify, or rescind 
any such order or reference: Provided, That this authority shall not extend to duties 
otherwise specifically imposed by this or any other Act of Congress. Any order, 
decision, or report made or other action taken pursuant to any such order or reference 
shall have the same force and effect and may be made, evidenced, and enforced as is 
made by the Commission: Provided, however, That any person aggrieved by any such 
order, decision, or report may file a prone for review by the Commission, and every 
such petition shall be passed upon by the Commission. as secretary and seal of the 
Commission shall be the secretary and seal of such individual Co» nn ssioner or board. 

(d) Meetings of the Commission shall be held at re gular intervals, not less fre aquently 

than once each calendar month, at which times the functioning of the Commission and 
the handling of its work load shall be reviewed and such order 
action taken as may be necessary or appropriate to expe lite the promot and orderly 
conduct of the business of the Commission with the ee of rendering a final 
decision (1) within three months from the date of filing in all ori jinal applic ition, 
renewal, and transfer cases and (2) within six months fram the final date of the hearing 
in all hearing cases; and the Commission shall prom»!!y renort to the Congress each 
such case which has been pending before it more than such three- or siz-month period, 
respectively, stating the reasons therefor. 
* + x * * * * 
Sec. 307 
* - * * * + * 

(d) No license granted for the operation of a broadcasting station shall be for a 
longer term than three years and no license so granted for any other class of station 
shall be for a longer term than five years, and any license granted may be revoked 
as hereinafter provided. Upon the expiration of any license, upon avplication 
therefor, a renewal of such license may be granted from time to time for a term 
of not to exceed three years in the case of broadcasting licenses and not to exceed 
five years in the case of other licenses{, but action of the Commission with refer- 
ence to the granting of such application for the renewal of a lice nse shall be limited 
to and governed by the same considerations and practice which affect the granting 
of original applications. ] if the Commission finds that public interest, convenience 
and necessity would be served thereby, 

* * * * t * ~ 

Sec. 308. (a) [The Commission may grant licenses, renewal of licenses, and 
modification of licenses only upon written application therefor received by it: 
Provided, however, That in cases of emergency found by the Commission, licenses, 
renewals of licenses, and modifications of licenses, for stations on vessels or aircraft 
of the United States, may be issued under such conditions as the Commission 
may impose, without such formal application. Such licenses, however, shall 
in no case be for a longer term than three months:] The Commission may grant 
instruments of authorization entitling the holders thereof to construct or operate 
apparatus for the transmission of energy, or communications, or signals by radio 
or modifications or renewals thereof, only upon written application therefor received 
by it: Provided, That (1) in cases of emergency found by the Commission involving 
danger to life or property or due to damage to equipment, or (2) during the continuance 
of any war in which the United States is engaged and when such ace is necessary 
for the national defense or security or otherwise in furtherance of the war effort, 
the Commission may aamad and issue authority to construct or operate apparatus . for 
the transmission of energy or communications or signals by radio during the emergency 
so found by the Commission or during the continuance of any such war, in such manner 
and upon such terms and conditions as the Commission shall by regulation prescribe, 
and without the filing of a formal application, but no such authority shall be granted 
for a period beyond the period of the emergency requiring it nor remain effective 
beyond such period: Provided further, That the Commission may issue by cable, 
telegraph, or radio a permit for the operation of a station on a vessel of the United 
States at sea, effective in lieu of a license until said vessel shall return to a port of 
the continental United States. 

* * * * * * * 


; shall be entered and other 


HEARINGS ON APPLICATIONS FOR LICENSES; FORM OF LICENSES; CONDITIONS 
ATTACHED TO LICENSES 


Sec. 309. [(a) If upon examination of any application for a station license 
or for the renewal or modification of a station license the Commission shall 
determine that public interests, conv enience, or necessity woul 1 be served by the 
granting thereof, it shall authorize the i issuance, renewal, or modification thereof in 
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accordance with said finding. In the event the Commission upon examination 
of any such application does not reach such decision with respect thereto, it 
shall notify the applicant thereof, shall fix and give notice of a time and place for 
hearing thereon, and shall afford such applicant an opportunity to be heard under 
such rules and regulations as it may prescribe. 

(b) Such station licenses as the Commission may grant shall be in such general 
form as it may prescribe, but each license shall contain, in addition to other 
eoeeenn a statement of the following conditions to which such license shall be 
subject: 

(1) The station license shall not vest in the licensee any right to operate the 
station nor any right in the use of the frequencies designated in the license beyond 
the term thereof nor in any other manner than authorized therein. 

(2) Neither the license nor the right granted thereunder shall be assigned or 
otherwise transferred in violation of this Act. 

(3) Every license issued under this Act shall be subject in terms to the right 
of use or control conferred by section €06 hereof.] (a) If upon examination of any 
application provided for in section 308 the Commission shall determine that public 
interest, convenience, and necessity would be served by the granting thereof, it shall 
authorize the issuance of the instrument of authorization for which application is 
made in accordance with said finding. 

(b) If upon examination of any such application the Commission is unable to make 
the finding specified in subsection (a) of this section, it shail forthwith notify the ap- 
plicant and other known parties in interest of the grounds and reasons for its inability 
to make such finding. Such notice, which shall precede formal designation for a hear- 
ing, shall advise the applicant and all other known parities in interest of all objections 
made to the apjeication as well as the source and nature of such objections. Following 
such notice, the applicant shall be given an opportunity to reply. If the Commission, 
after considering such reply, shall be unable to make the finding specified in subsection 
(a) of this section, it shall formally designate the application for hearing on the grounds 
or reasons then obtaining and shall notify the applicant and all other known parties in 
interest of such action and the grounds and reasons therefor, specifying with particu- 
larity the matters and things in issue but not including issues or requirements phrased 
generally. The parties in interest, if any, who are not nolified by the Commission of 
ats action with respect to a particular application may acquire the status of a party to 
the preceeding therecn Ly filing a peli'icin for intervention showing the basis for their 
interest at any time not less than ten days prior to the date of hearing. Any hearing 
subsequently held upon such application shall be a full hearing in which the applicant 
and all other parties in interest shall be permitted to participate but in which both the 
burden of proceeding with the introduction of evidence upon any issue specified by the 
Commission, as well as the burden of proof upon all such issues, shall be wpon the 
applicant. 

(c) When any instrument of authorization is granted by the Commission without a 
hearing as provided in subsection (a) hereof, such grant shall remain subject to protest 
as hereinafter provided for a period of thirty days. During such thirty-day period 
any party in interest may file a protest under oath directed to such grant and request a 
hearing on said application so granted. Any protest so filed shall contain such 
allegations of fact as will show the protestant to be a party in interest and shall specify 
with particularity the facts, matters, and things relied upon, but shall not include 
issues or allegations phrased generally. The Commission shall, within fifteen days 
from the date of the filing of such protest, enter findings as to whether such protest 
meets the foregoing requirements and if it so finds the application involved shall be set 
for hearirg upon the issues set forth in said protest, together with such further specific 
issues, tf any, as may be prescribed by the Commission. In any hearing subsequently 
held upon such application all issues specified by the Commission shall be tried in the 
same manner provided in subsection (b) hereof but with respect of all issues set forth 
in the protest and not specifically adopted by the Commission, both the burden of 
proceeding with the introduction of evidence and the burden of proof shall be upon the 
protestant. The hearing and determination of cases arising under this subsection 
shall be expedited by the Commission and pending hearing and decision the effective 
date of the Commission’s action to which protest is made shall be postponed to the 
effective date of the Commission's decision after hearing, unless the authorization 
involved is necessary to the maintenance or conduct of an existing service, in which 
event the Commission shall authorize the applicant to utilize the facilities or authoriza- 
tion in question pending the Commission’s decision after nears. ; 

(d) Such station licenses as the Commission may grant shall be in such general 
form as it may prescribe, but each license shall contain, in addition to other provisions, 
a statement of the following conditions to which such license shall be subject: (1) 
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The station license shall not vest in the licensee any right to operate the station nor 
any right in the use of the frequencies designated in the license beyond the term thereof 
nor in any other manner than authorized therein; (2) neither the license nor the right 
granted thereunder shall be assigned or otherwise transferred in violation of this 
Act; (3) every license issued under this Act shall be subject in terms to the right of 
use or control conferred by section 606 hereof. 

Sec. 310 

* * * * * * * 

(b) [The station license required hereby, the frequencies authorized to be used 
by the licensee, and the rights therein granted shall not be transferred, assigned, 
or in any manner either voluntarily or involuntarily disposed of, or indirectly by 
transfer of control of any corporation holding such license, to any person, unless 
the Commission shall, after securing full information, decide that said transfer is 
in the public interest, and shall give its consent in writing.J] No instrument of 
authorization granted by the Commission entitling the holder thereof to construct or to 
operate radio apparatus and no rights granted thereunder shall be transferred, assigned, 
or disposed of in any manner, voluntarily or involuntarily, directly or indirectly, or by 
transfer of contro! cf any corporation holding such instrument of authorization, to any 
person except upon application to the Commission and upon finding by the Commis- 
sion that the proposed transferee or assignee possesses the qualifications required of an 
original permittee or licensee. The procedure for handling such application shall be 
that provided in section 309, 


REFUSAL OF LICENSES AND PERMITS IN CERTAIN CASES 


Sec. 311. The Commission is hereby directed to refuse a station license and/or 
the permit hereinafter required for the construction of a station to any person (or 
to any person directly or indirectly controlled by such person) whose license has 
been revoked by a court under section 313[[, and is hereby authorized to refuse 
such station license and/or permit to any other person (or to any person directly 
or indirectly controlled by such person) which has been finally adjudged guilty by 
a Federal court of unlawfully monopolizing or attempting unlawfully to monop- 
olize, radio communication, directly or indirectly, through the control of the man- 
ufacture or sale of radio apparatus, through exclusive traffic arrangements, or by 
any other means, or to have been using unfair methods of competition. The 
granting of a license shall not estop the United States or any person aggrieved from 
proceeding against such person for violating the law against unfair methods of 
competition or for a violation of the law against unlawful restraints and monop- 
olies and/or combinations, contracts, or agreements in restraint of trade, or from 
instituting proceedings for the dissolution of such corporation J. 


REVOCATION OF LICENSES; CEASE-AND-DESIST ORDERS 


Sec. 312. [(a) Any station license may be revoked for false statements either 
in the application or in the statement of fact which may be required by section 308 
hereof, or because of conditions revealed by such statements of fact as may be 
required from time to time which would warrant the Commission in refusing to 
grant a license on an original application, or for failure to operate substantially 
as set forth in the license, or for violation of or failure to observe any of the 
restrictions and conditions of this Act or of any regulation of the Commission 
authorized by this Act or by a treaty ratified by the United States: Provided, 
however, That no such order of revocation shall take effect until fifteen days’ notice 
in writing thereof, stating the cause for the proposed revocation, has been given 
to the licensee. Such licensee may make written application to the Commission 
at any time within said fifteen days for a hearing upon such order, and upon the 
filing of such written application said order of revocation shall stand suspended 
until the conclusion of the hearing conducted under such rules as the Commission 
may prescribe. Upon the conclusion of said hearing the Commission may affirm, 
modify, or revoke said order of revocation. 

(b) Any station license hereafter granted under the provisions of this Act or 
the construction permit required hereby and hereafter issued, may be modified 
by the Commission either for a limited time or for the duration of the term thereof, 
if in the judgment of the Commission such action will promote the public interest, 
convenience, and necessity, or the provisions of this Act or of any treaty ratified 
by the United States will be more fully complied with: Provided, however, That 
no such order of modification shall t ecome final until the holder of such outstand- 
ing license or permit shall have been notified in writing of the proposed action and 
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the grounds or reasons therefor and shall have been given reasonable o portunity 
to show cause why such an order of modification should not ell (a) Any 
station license may be revoked (1) because of conditions coming to the attention of the 
Commission since the granting of such license which would have warranted the Com- 
mission in refusing to grant such license, or (2) for violation or failure to observe any 
of the restrictions or provisions of a treaty ratified by the United States, or (3) for 
violation of or failure to observe the terms and conditions of any cease-and-desist order 
issued by the Commission pursuant to subsection (b) hereof. The Commission may 
tnstitule a permanente, proceeding by serving upon the licensee an order to show cause 
why its license should not be revoked. Said orders shall contain a statement of the 
particulars and matters with respect to which the Commission is inquiring and shall 
call upon the licensee to appear before the Commission at a time and place therein 
stated, but in no event less than thirty days after receipt of such notice, and give evidence 
upon the matter specified in said order: Provided, That where safety of life or property 
is involved, the Commission may by order provide for a shorter period of notice. 
If, after hearing, or a waiver thereof by the licensee, the Commission determines that a 
revocation order should issue, it shall make a report in writing stating the findings of 
the Commission and the grounds and reasons therefor and shall cause the same to be 
served on said licensee, together with such order. 

(b) Where any person (1) has failed to operate substantially as set forth in an 
instrument of authorization, or (2) has failed to observe any of the restrictions and 
conditions of this Act or of a treaty ratified by the United States, or (8) has violated or 
failed to observe any rule or regulation of the Commission authorized by this Act, 
the Commission may institute a proceeding by serving upon such person an order to 
show cause why it should not cease and desist from such action. Said order shall 
contain a statement of the particulars and matters with respect to which the Commission 
as inquiring and shall call upon such person to appear before the Commission at a 
time and place therein stated, but in no event less than thirty days after receipt of such 
notice, and give evidence upon the matter specified in said order. If, after hearing, 
or a waiver thereof by such person, the Commission determines that a cease-and-desist 
order should issue, it shall make a report in writing stating the findings of the Com- 
mission and the grounds and reasons therefor and shall cause the same to be served 
on said person, together with such order. 

* * . * * * * 


MODIFICATION BY COMMISSION OF CONSTRUCTION PERMITS OR LICENSES 


Sec. 830. (a) Any station license granted under the provisions of this Act or the 
construction permit required thereby may be modified by the Commission either for a 
limited time or for the duration of the term thereof, if in the judgment of the Commission 
such action will promote the public interest, convenience, and necessity, or the pro- 
visions of this Act or of any treaty ratified by the United States will be more fully 
complied with: Provided, That no such order of modification shall become final until 
the holder of such outstanding license or permit shall have been notified in writing of 
the proposed action and the grounds and reasons therefor, and shall have been given 
reasonable opportunity, in no event less than thirty days, to show cause by public 
hearing, if requested, why such order of modification should not issue: Provided, That 
where safety of life or property is involved, the Commission may by order provide for 
a shorter period of notice. 

(b) In any case where a hearing is conducted pursuant to the provisions of this sec- 
tion or section 312, both the burden of proceeding with the introduction of evidence and 
the burden of proof shall be upon the Commission. 


LIMITATIONS ON QUASI-JUDICIAL POWERS 


Sec. $31. No license granted and issued under the authority of this Act for the 
operation of any radio station shall be modified by the Commission, except in the man- 
ner provided in section 330 (a) hereof, and no such license may be revoked, terminated, 
or otherwise invalidated by the Commission, except in the manner and for the reasons 
provided in section 312 (a) hereof. When application is made for renewal of an 
eexisting license, which cannot be disposed of by the Commission under the provisions of 
section 309 (a) hereof, the Commission shall employ the procedure specified in section 
809 (b) hereof, except that in any hearing subsequently held upon such application the 
burden of proceeding with the evidence and of substantiating the grounds and reasons 
specified by the Commission in the formal nolice of hearing issued pursuant to section 
309 (b) hereof shall be upon the appropriate division established by the Commission 
under the provisions of section 5 (b) hereof or upon any party or parties who ma 
oppose ‘atk renewal; but as a condition precedent to the renewal the Commission sha 
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affirmatively find that the public interest, convenience and necessity will be served by 
such renewal. Pending such hearing and final decision pursuant thereto the 
Commission shall continue such license in effect. 

* * * ~ * * - 


TitLE IV—PRocEDURAL AND ADMINISTRATIVE PROVISIONS 
(JURISDICTION TO ENFORCE ACT AND ORDERS OF COMMISSION J 


JURISDICTION TO ENFORCE ACT AND ORDERS OF COMMISSION; DECLARATORY ORDERS 
Sec. 401 


* * * * * * * 


(e) The Commission is authorized, in its sound discretion and with like effect 
as in the case of other orders, to issue a declaratory order to terminate a controversy 
or remove uncertainty. Notwithstanding the provisions of section 5 (d) of the Act 
of June 11, 1946 (60 Stat. 239) declaratory orders shall be issued only upon the 
petition of, and after notice to and opportunity for hearing by, persons who are bona 
fide applicants for, or the holders of, construction permits or licenses, or otherwise 
subject to the jurisdiction of the Commission, and shall not bind or affect the rights of 
persons who are not parties to such proceedings. Such orders shall be available to 
declare rights and other legal relations arising under the provisions of any treaty 
ratified by the United States, under any provision of this Act, or under any order, 
rule, regulation, term, condition, limitation, or requirement issued, promulgated, or 
adopted by the Commission, whether or not involving failure to comply therewith. 


PROCEEDINGS TO ENFORCE OR SET ASIDE THE COMMISSION’S ORDERS—APPEAL 
IN CERTAIN CASES 


Sec. 402 [(a) The provisions of the Act of October 22, 1913 (38 Stat. 219), 
relating to the enforcing or setting aside of the orders of the Interstate Commerce 
Commission, are hereby made applicable to suits to enforce, enjoin, set aside, 
annul, or suspend any order of the Commission under this Act (except any order 
of the Commission granting or refusing an application for a construction permit 
for a radio station, or for a radio station license, or for renewal of an existing radio 
station license, or for modification of an existing radio station license, or suspend- 
ing a radio operator’s license **) and such suits are hereby authorized to be brought 
as provided in that Act. 

{(b) Anappeal may be taken, in the manner hereinafter provided, from decisions 
of the Commission to the Court of Appeals of the District of Columbia in any of the 
following cases: 

[(1) By any applicant for a construction permit for a radio station, or for a 
radio station license, or for renewal of an existing radio station license, or for 
modification of an existing radio station license, whose application is refused by 
the Commission. 

({(2) By any other person aggrieved or whose interests are adversely affected 
by any decision of the Commission granting or refusing any such application. 

£(3) * By any radio operator whose license has been suspended by the 
Commission. 

{(c) Such appeal shall be taken by filing with said court within twenty days 
after the decision complained of is effective, notice in writing of said appeal and 
a statement of the reasons therefor, together with proof of service of a true copy 
of said notice and statement upon the Commission. Unless a later date is specified 
by the Commission as part of its decision, the decision complained of shall be 
considered to be effective as of the date on which public announcement of the 
decision is made at the office of the Commission in the city of Washington. The 
Commission shall thereupon immediately, and in any event not later than five 
days from the date of such service upon it, mail or otherwise deliver a copy of 
said notice of appeal to each person shown by the records of the Commission to 
be interested in such appeal and to have a right to intervene therein under the 
provisions of this section, and shall at all times thereafier permit any such person 
to inspect and make copies of the appellant’s statement of reasons for said appeal 
at the office of the Commission in the city of Washington. Within thirty days 
after the filing of said appeal the Commission shall file with the court the originals 
or certified copies of all papers and evidence presented to it upon the application 
or order * involved, and also a like copy of its decision thereon, and shall within 
thirty days thereafter file a full statement in writing of the facts and grounds for 
its decision as found and given by it, and a list of all interested persons to whom 
it has mailed or otherwise delivered a copy of said notice of appeal. 
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{(d) Within thirty days after the filing of said appeal any interested person 
may intervene and participate in the proceedings had upon said appeal by filing 
with the court a notice of intention to intervene and a verified statement showing 
the nature of the interest of such party, together with proof of service of true 
copies of said notice and statement, both upon appellant and upon the Commis- 
sion. Any person who would be aggrieved or whose interests would be adversely 
affected by a reversal or modification of the decision of the Commission com- 
plained of shall be considered an interested party. 

[(e) At the earliest convenient time the court shall hear and determine the 
appeal upon the record before it, and shall have power, upon such record, to enter 
a judgment affirming or reversing the decision of the Commission, and in event 
the court shall render a decision and enter an order reversing the decision of the 
Commission, it shall remand the case to the Commission to carry out the judg- 
ment of the court: Provided, however, That the review by the court shall be limited 
to questions of law and that findings of fact by the Commission, if supported by 
substantial evidence, shall be conclusive unless it shall clearly appear that the 
findings of the Commission are arbitrary or capricious. The court’s judgment 
shall be final, subject, however, to review by the Supreme Court of the United 
States upon writ of certiorari on petition therefor under section 240 of the Judicial 
Code, as amended by appellant, by the Commission, or by any interested party 
intervening in the appeal. 

(f) The court may, in its discretion, enter judgment for costs in favor of or 
against an appellant, and/or other interested parties intervening in said appeal, 
but not against the Commission, depending upon the nature of the issues involved 
upon said appeal and the outcome thereof.] (a) The provisions of the Act of June 
25, 1948 (62 Stat. 992), as amended, relating to the enforcing or setting aside of orders 
of the Interstate Commerce Commission are hereby made applicable to suits to enforce, 
enjoin, set aside, annul, or suspend any order of the Commission under this Act 
(except those appealable under the provisions of subsection (b) hereof), and such 
suits are hereby authorized to be brought as provided in that Act. In addition to the 
venues specified in that Act, suits to enjoin, set aside, annul, or suspend, but not to 
enforce, any such order of the Commission may also be brought in the United States 
District Court for the District of Columbia. 

(b) Appeals may be taken from decisions and orders of the Commission to the 
United Siates Court of Appeals for the District of Columbia in any of the following 
cases: 

(1) By any applicant for any instrument of authorization required by this 
Act, or the regulations of the Commission made pursuant to this Act, for the 
construction or operation of apparatus for the transmission of energy, or com- 
comunications, or signals by radio, whose application is denied by the Com- 
mission. 

2) By any applicant for the renewal or modification of any such instrument 
of authorization whose application is denied by the Commission. 

(3) By any party to an application for authority to assign any such instru- 
ment of authorization or to transfer control of any corporation holding such 
instrument of authorization whose application is denied by the Commission. 

(4) By any applicant for the permit required by section 325 of this Act whose 
application has been denied by the Commission or any permittee under said 
section whose permit has been revoked by the Commission. 

(5) By the holder of any instrument of authorization required by this Act, or 
the regulations of the Commission made pursuant to this Act, for the construction 
or operation of apparatus for the transmission of energy, or communications or 
signals by radio, which insirument has been modified or revoked by the Commis- 
sion. 

(6) By any other person who is aggrieved or whose interests are adversely 
affected by any order of the Commission granting or denying any application 
described in paragraphs (1), (2), (8), and (4) hereof. 

(7) By any person upon whom an order to cease and desist has been served 
under section 312 (b) of this Act. 

(8) By any party to a proceeding under section 401 who is aggrieved or 
whose interests are adversely affected by a declaratory order entered by the Com- 
mission. 


_(9) By any radio operator whose license has been suspended by the Commis- 
ston. 

(c) Such appeal shall be taken by filing a notice of appeal with the court within 
thirty days after the entry of the order complained of. Such notice of appeal shall 
contain a concise statement of the nature of the proceedings as to which the appeal is 








{ 
‘ 


COMMUNICATIONS ACT AMENDMENTS, 1951 25 


taken; a concise statement of the reasons on which the appellant intends to rely, 
separately stated and numbered; and proof of service of a true copy of said notice and 
statement upon the Commission. Upon filing of such notice, the court shall have 
exclusive jurisdiction of the proceedings and of the questions determined therein and 
shall have power, by order, directed to the Commission or any other party to the appeal, 
to grant such temporary relief as it may deem just and proper. Orders granting tem- 
porary relief may be either affirmative or negative in their scope and application so as 
to permit either the maintenance of the status quo in the matter in which the appeal is 
taken or the restoration of a position or status terminated or adversely affected by the 
order appealed from and shall, unless otherwise ordered by the court, be effective 
pending hearing and determination of said appeal and compliance by the Commission 
with the final judgment of the court rendered in said appeal. 

(d) Upon the filing of any such notice of appeal the Commission shall, not later 
than five days after the date of service upon it, notify each person shown by the records 
of the Commission to be interested in said appeal of the filing and pendency of the same 
and shall thereafter permit any such person to inspect and make copies of said notice 
and statement of reasons therefor at the office of the Commission in the city of Wash- 
ington. Within thirty days after the filing of an appeal, the Commission shall file 
with the court a copy of the order complained of, a full statement in writing of the facts 
and grounds relied upon by it in support of the order involved upon said appeal, and 
the originals or certified copies of all papers and evidence presented to and considered 
by it in entering said order. 

(e) Within thirty days after the filing of an appeal any interested person may inter- 
vene and participate in the proceedings had upon said appeal by filing with the court 
a notice of intention to intervene and a verified statement showing the nature of the 
interest of such party, together with proof of service of true copies of said notice and 
statement, both upon appellant and upon the Commission. Any person who would be 
aggrieved or whose interest would be adversely affected by a reversal or modification of 
the order of the Commission complained of shall be considered an interested party. 

(f) The record and briefs upon which any such appeal shall be heard and deter- 
mined by the court shall contain such information and material, and shall be prepared 
within such time and in such manner as the court may by rule prescribe. 

(g) At the earliest convenient time the court shall hear and determine the appeal 
upon the record before it in the manner prescribed by section 10 (e) of the Act of June 
11, 1946 (60 Stat. 243). 

(h) In the event that the court shall render a decision and enter an order reversing the 
order of the Commission, it shall remand the case to the Commission to carry out the 
judgment of the court and it shall be the duty of the Commission, in the absence of the 
proceedings to review such judgment, to forthwith give effect thereto, and unless other- 
wise ordered by the court, to do so upon the basis of the proceedings already had and the 
record upon which said appeal was heard and determined. 

(i) The court may, tn its discretion, enter judgment for costs in favor of or against 
an appellant, or other interested parties intervening in said appeal, but not against the 
Commission. depending upon the nature of the issues involved upon said appeal and 
the outcome thereof. 

(j) The court’s judgment shall be final, subject, however, to review by the Supreme 
Court of the United States as hereinafter provided— 

(1) an appeal may be taken direct to the Supreme Court of the United States 
in any case wherein the jurisdiction of the court is involved, or sought to be in- 
voked, for the purpose of reviewing any decision or order entered by the Com- 
mission in proceedings instituted by the Commission which have as their object 
and purpose the revocation of an existing license or any decision or order entered 
by the Commission in proceedings which involve the failure or refusal of the 
Commission to renew an eristing license. Such appeal shall be taken by the 
filing of an application therefor or notice thereof within thirty days after the 
entry of the judgment sought to be reviewed, and in the event such an appeal is 
taken the record shall be made up and the case docketed in the Supreme Court 
of the United States within sixty days from the time such an appeal is allowed 
under such rules as may be prescribed. 

(2) in all other cases, review by the Supreme Court of the United States shall 
be upon writ of certiorari on petition therefor under section 240 of the Judicial 
Code, as amended, by the appellant, by the Commission, or by any interested 
party intervening in the appeal, or by certification by the court pursuant to the 
provision of section 239 of the Judicial Code, as amended. 


* * * * * - * 
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[REHEARING BEFORE COMMISSION] 
REHEARINGS BEFORE COMMISSION 


Sec. 405. [After a decision, order, or requirement has been made by the Com- 
mission in any proceeding, any party thereto may at any time make application 
for rehearing of the same, or any matter determined therein, and it shall be lawful 
for the Commission in its discretion to grant such a rehearing if sufficient reason 
therefor be made to appear: Provided, however, That in the case of a decision, 
order, or requirement made under title III, the time within which application for 
rehearing may be made shall be limited to twenty days after the effective date 
thereof, and such application may be made by any party or any person aggrieved 
or whose interests are adversely affected thereby. Applications fcr rehearing shall 
be governed by such general rules as the Commission may establish. No such 
application shall excuse any person from complying with or obeying any decision, 
order, or requirement of the Commission, or operate in any manner to stay or 
o0stpone the enforcement thereof, without the special order of the Commission, 
In case a rehearing is granted, the proceedings thereupon shall conform as nearly 
as may.be to the proceedings in an original hearing, except as the Commission 
may otherwise direct; and if, in its judgment, after such rehearing and the con- 
sideration of all facts, including those arising since the former hearing, it shall 
appear that the original decision, order, or requirement is in any respect unjust 
or unwarranted, the Commission may reverse, change, or modify the same accord- 
ingly. Any decision, order, or requirement made after such rehearing, reversing, 
changing, or modifying the original determination, shall be subject to the same 
provisions as an original order.] (a) After a decision, order, or requirement has 
been made by the Commission in any proceeding, any party thereto, or any other 
person aggrieved or whose interests are adversely affected thereby, may petition for 
rehearing. Petitions for rehearing must be filed within thirty days from the entry 
of any decision, order, or requirement complained of and except for those cases in 
which the decision, order, or requirement challenged is necessary for the maintenance or 
conduct of an existing service, the filing of such a petition shall avtomaticclly sicy the 
effective date thereof until after decision on said petition. The filing of a petition for 
rehearing shall not be a condition precedent to judicial review of any such decision, 
order, or requirement, except where the party seeking such review was not a party to 
the proceedings resulting in such decision, order, or requirement, or where the party 
seeking such review relies on questions of fact or law wpon which the Commission has 
been afforded no opportunity to pass. Rehearings shall be governed by such general 
rules as the Commission may establish: Provided, That, except for newly discovered 
evidence or evidence otherwise available only since the "original taking of evidence, 
no evidence shall be taken on any rehearing. The time within which an appeal must 
be taken under section 402 (b) hereof shall be computed from the date upon which 
orders are entered disposing of all petitions for rehearing filed in any case, bul any 
decision, order, or requirement made after such rehearing reversing, changing, or 
modifying the original determination shall be subject to the same provisions wiih re- 
spect to rehearing as an original order. 


* x * x * ~ * 


GENERAL PROVISIONS RELATING TO PROCEEDINGS—WITNESSES AND DEPOSITIONS 


Sec. 409. (a) [Any member or examiner of the Commission, or the director of 
any division, when duly designated by the Commission for such purpose, may 
hold hearings, sign and issue subpenas, administero aths, examine witnesses, and 
receive evidence at any place in the United States designated by the Commission; 
except that in the administration of title III an examiner may not be authorized 
to exercise such powers with respect to a matter involving (1) a change of policy 
by the Commission, (2) the revocation of a station license, (3) new devices or 
developments in radio, or (4) a new kind of use of frequencies. In all cases heard 
by an examiner the Commission shal! hear oral arguments on request of either 
party.] Notwithstanding the provisions of section 7 (a) of the Act of June 11, 1946 
(60 Stat. 241), all cases in which a hearing is required by the provisions of this Act 
or by other applicable provisions of law shall be conducted by the Commission or by 
one or more examiners provided for in section 11 of the Act of June 11, 1946 (60 Stat. 
244) designated by the Commission. The officer or officers presiding at any such 
hearing shall have the same authority and duties exercised in the same manner and 
subject to the same conditions specified in section 7 of that Act. 
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(b) Notwithstanding the provisions of section 8 of the Act of June 11, 1946 (60 
Stat. 242), the officer or officers conducting a hearing shall prepare and file an inter- 
mediate report. In all such cases the Commission shall permit the filing of exceptions 
to such intermediate report by any party to the proceeding and shall, upon request, hear 
oral argument on such exceptions before the entry of any final decision, order, or require- 
ment. All decisions, including the intermediate report, shall become a part of the 
record and shall include a statement of (1) findings and conclusions, as well as the 
basis therefor, upon all material issues of fact, law, or discretion, presented on the 
record; and (2) the appropriate decision, order, or requirement. 

(c) Notwithstanding the provisions of section 5 (c) of the Act of June 11, 1946 
(60 Stat. 239), no officer conducting a hearing pursuant to (a) and (b) hereof shall, 
except to the extent required for the disposition of ex parte matters as authorized by 
law, consult any person or party on any fact or question of law in issue, unless upon 
notice and opportunity for all parties to participate; nor shall such officer be responsible 
to or subject to the supervision or direction of any other person engaged in the per- 
formance of investigative, prosecuting, or other functions for the Commission or any 
other agency of the Government. No person or persons engaged in the performance 
of investigative or prosecuting functions for the Commission or for any other agency 
of the Government shall participate or advise in the proceedings described in (a) 
and (b) hereof, except as a witness or counsel in public proceedings. The Commission 
shall not employ attorneys or other persons for the purpose of reviewing transcripts 
or preparing intermediate reports of final decisions, except that this shall not apply 
to the review staff provided by subsection 5 (b) and to legal assistants assigned separately 
to a Commission member who may, for such Commission member, review such 
transcripts and prepare such drafts. No intermediate report shall be reviewed either 
before or after its publication by any person other than a member of the Commission 
or his legal assistant, as above provided, and no examiner, who conducts a hearing, 
shall advise or consult with the Commission with respect to his intermediate report or 
with respect to exceptions taken to his findings, rulings, or recommendations. 

{(b)7 (d) For the purposes of this Act the Commission shall have the power 
to require by subpena the attendance and testimony of witnesses and the pro- 
duction of all books, papers, schedules of charges, contracts, agreements, and 
documents relating to any matter under investigation. Witnesses summoned 
before the Commission shall be paid the same fees and mileage that are paid 
witnesses in the courts of the United States. 

L(c)¥ (e) Such attendance of witnesses, and the production of such documen- 
tary evidence, may be required from any place in the United States, at any designated 
place of hearing. And in case of disobediance to a subpena the Commission, or 
any party to a proceeding before the Commission, may invoke the aid of any 
court of the United States in requiring the attendance and testimony of witnesses 
and the production of books, papers, and documents under the provisions of this 
section. 

£(d)] (f) Any of the district courts of the United States within the jurisdiction 
of which such inquiry is carried on may, in case of contumacy or refusal to obey 
a subpena issued to any common carrier or licensee or other person, issue an 
order requiring such common carrier, licensee, or other person to appear before 
the Commission (and produce books and papers if so ordered) and give evidence 
touching the matter in question; and any failure to obey such order of the court 
may be punished by such court as a contempt thereof. 

{(e)] (g) The testimony of any witness may be taken, at the instance of a 
party, in any proceeding or investigation pending before the Commission, by 
deposition, at any time after a cause or proceeding is at issue on petition and 
answer. The Commission may also order testimony to be taken by deposition 
in any proceeding or investigation pending before it, at any stage of such pro- 
ceeding or investigation. Such depositions may be taken before any judge of 
any court of the United States, or any United States commissioner, or any clerk 
of a district court, or any chancellor, justice, or judge of a supreme or superior 
court, mayor, or chief magistrate of a city, judge of a county court, or court of 
common pleas of any of the United States, or any rotary public, not being of 
counsel or attorney to either of the parties, nor interested in the event of the 
proceeding or investigation. Reasonable notice must first be given in writing 
by the party or his attorney proposing to take such deposition to the opposite 
party or his attorney of record, as either may be nearest, which notice shall state 
the name of the witness and the time and place of the taking of his deposition. 
Any person may be compelled to appear and depose, and to produce documentary 
evidence, in the same manner as witnesses may be compelled to appear and 
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testify and produce documentary evidence before the Commission, as herein- 
before provided. 

{(f)] (hk) Every person deposing as herein provided shall be cautioned and 
sworn (or affirm, if he so request) to testify the whole truth, and shall be carefully 
examined. His testimony shall be reduced to writing by the magistrate taking 
the deposition, or under his direction, and shall, after it has been reduced to 
writing, be subscribed by the deponent. 

{(g)] (@ Ifa witness whose testimony may be desired to be taken by deposition 
be in a foreign country, the deposition may be taken before an officer or person 
designated by the Commission, or agreed upon by the parties by stipulation in 
writing to be filed with the Commission. Alli depositions must be promptly filed 
with the Commission. 

{(h)] (9) Witnesses whose depositions are taken as authorized in this Act, and 
the magistrate or other officer taking the same, shall severally be entitled to the 
same fees as are paid for like services in the courts of the United States. 

[(i)] (k) No person shall be excused from attending and testifying or from 
producing books, papers, schedules of charges, contracts, agreements, and docu- 
ments before the Commission, or in obedience to the subpena of the Commission, 
whether such subpena be signed or issued by one or more Commissioners, or in 
any cause or proceeding, criminal or otherwise, based upon or growing out of 
any alleged violation of this Act, or of any amendments thereto, on the ground or 
for the reason that the testimony or evidence, documentary or otherwise, required 
of him may tend to incriminate him or subject him to a penalty or forfeiture; 
but no individual shall be prosecuted or subjected to any penalty or forfeiture 
for or on account of any transaction, matter, or thing concerning which he is 
compelled, after having claimed his privilege against self-incrimination, to testify 
or produce evidence, documentary or otherwise, except that any individual so 
testifying shall not be exempt from prosecution and punishment for perjury 
committed in so testifying. 

£G)g ( Any person who shall neglect or refuse to attend and testify, or to 
answer any lawful inquiry, or to produce books, papers, schedules of charges, 
contracts, agreements, and documenis, if in his power to do so, in obedience to 
the subpena or lawful requirement of the Commission, shall be guilty of a mis- 
demeanor and upon conviction thereof by a court of competent jurisdiction shall 
be punished by a fine of not less than $100 nor more than $5,000, or by imprison- 
ment for not more than one year, or by both such fine and imprisonment. 

* * * * * * * 


REMEDIES IN THIS ACT NOT EXCLUSIVE 


Sec. 414. Nothing in this Act contained shall in any way abridge or alter the 
remedies now existing at common law or by statute, but the provisions of this Act 
are in addition to such remedies. 

Except as specifically provided in this Act the provisions of the Act of June 11, 1946 
(60 Stat. 237) shall apply in all proceedings under this Act. 

* s * * * * * 


Tirte 18, U. S. Copgr; Cnuaprer 638.—Mait Fravp 


* * * ~ * 


FRAUD BY RADIO 


Sec. 1343. Whoever, having devised or intending to devise any scheme or artifice 
to defraud, or for obtaining money or property by means of false or fraudulent pre- 
tenses, representations, or promises, shall transmit or cause to be transmitted by 
means of radio communication or interstate wire communication, any writings, signs, 
signals, pictures, or sounds for the purpose of executing such scheme or artifice, or 
whoever operating any radio station for which a license 1s requtred by any law of the 
United States, knowingly permits the transmission of any such communication, shall 
be fined not more than $10,000 or imprisoned not more than five years, or both. 


O 
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AMENDING THE REORGANIZATION ACT OF 1949 


JANUARY 29, 1951.—Ordered to be printed 


McC.ie.uan, from the Committee on Expenditures in the 
Executive Departments, submitted the following 


REPORT 


[To accompany §. 101] 


The Committee on Expenditures in the Executive Departments, 
to whom was referred the bill (S. 101) to amend the Reorganization 
Act of 1949, having considered the same, ne favorably thereon 
with an amendment, and recommend that the bill as amended do 
pass. 

The committee amendment is to strike out the word “fifteen” on 
page 2, line 17, and insert the word “twelve”’ 

On December 18, 1950, the President transmitted a special message 
to the Congress requesting reactivation of certain emergency powers 
under titles I and II of the First War Powers Act, 1941, relating to 
reorganizations in the executive branch and to the renegotiation of 
contracts. 

Following the receipt of this message, Senator Lucas, of Lilinois, 
introduced a bill (S. 4264) in the Senate conforming to the President’s 
request. Since it became immediately evident that there would be 
serious opposition to the granting of the broad reorganization powers 
provided under title I, the chairman of this committee introduced a 
bill (S. 4266) providing only for the extension of title II of the First 
War Powers Act, 1941, relating to the renegotiation of contracts. 

The committee held hearings on S. 4264 and S. 4266 and reported 
the latter bill favorably, with an amendment providing that the 
authority granted thereunder should expire June 30, 1952. This 
bill was passed by the Senate and later by the House of Representa- 
tives, with an amendment, which was accepted by the Senate, and 
was approved as Public Law 921 on January 12, 1951. Action on 
title 1, granting the sweeping reorganization powers requested by 
the President, was withheld by the committee pending further study. 
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A new bill, S. 101, which would grant the temporary reorganization 
powers eegaene by the President but at the same time retain 
adequate legislative controls designed to meet objections to the 
granting of unlimited reorganization authority, as provided under 
title I of the War Powers Act, was introduced in the Senate on 
January 8, 1951, by the chairman and six other members of the 
committee. 

Hearings on S. 101 were held before the committee on January 23, 
1951, at which time Mr. Frederick J. Lawton, Director of the Bureau 
of the Budget, in answer to specific inquiries, indicated that this bill, 
although not permitting all the flexibility that would be available 
under authority of title I of the First War Powers Act, would be 
broad enough in its ceverage to permit the submission of reorganiza- 
tion plans necessary to meet the needs of the defense mobilization 

rogram. 

S. 101 authorizes the President to submit to Congress such reorgan- 
ization plans as he considers essential to the defense mobilization 
program. Under its provisions, the Congress may reject any reorgan- 
ization plan to which it may be opposed, but action is required within 
12 days after such submission under the same procedures as now 
provided in the Reorganization Act, in lieu of the 60 days provided 
therein. 

The main provisions of S. 101 are: 

(1) Adds a new title IIT to the Reorganization Act of 1949, to 
provide for temporary reorganizations necessary to better promote 
the national defense; 

(2) Requires the President to certify that reorganizations proposed 
under this title are temporary; 

(3) Grants authority not included in the permanent provisions of 
the original act to— 

(a) Extend functions now vested in certain agencies to other 
agencies, without affecting the existing authority of the original 
agency; and 

(b) Permit the full utilization of existing facilities, services, 
and personnel in connection with programs initiated to meet the 
emergency, with a view to eliminating duplications; 

(4) Authorizes the President to make appointments of officials 
under this title without Senate confirmation; 

(5) Removes the requirement of the original act for Presidential 
specification as to economies effected by reorganizations under this 
title; 

(6) Excludes authority to abolish or create new departments or to 
abolish or transfer the civil functions of the Corps of Engineers; 

(7) Requires Congress to act, in disapproving plans submitted under 
this title, within 12 days instead of 60 as provided under the present 
act; 

(8) Provides for the reversion (to their original status, subject to 
any intervening legislation) of all reorganizations effectuated under 
this title on the termination date, that is (a) June 30, 1952 (unless 
extended by Congress), (b) the termination of the national emergency 
proclaimed on December 16, 1950, or (c) a termination date desig- 
nated by concurrent resolution of the Congress or by the President, 
whichever date is the earliest. 
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S. 101, as introduced, provided that the Congress must act in adopt- 
ing a resolution of disapproval of any plan submitted under this title 
within 15 days after the date of its submission by the President in lieu 
of the 60 days permitted in connection with permanent reorganiza- 
tions. In an effort to further insure every possible expedition of 
these plans, and at the suggestion of the Director of the Bureau of the 
Budget, the committee adopted an amendment reducing the period 
in which Congress must act from 15 to 12 days. It is the opinion of 
the committee that any lesser time in which Congress is required to 
act would cause conflict with provisions of title II of the Reorganiza- 
tion Act of 1949, section 204 (a) of which provides that any resolution 
of disapproval not reported before the expiration of 10 calendar days 
after its introduction may be brought up by a Member of either House 
under a motion to discharge the committee from further consideration 
of such resolution. Under the committee amendment a period of 
only 2 days is permitted within which a resolution of disapproval may 
be filed to insure consideration. To further reduce the period might 
impair the operation of this title. Of course, should a plan be sub- 
mitted requiring immediate action, the Congress could adopt a joint 
resolution fixing an earlier effective date, as has frequently been done 
in the past. 

Representatives of the Citizens Committee for the Hoover Report 
appeared at the hearings and, while approving the main purpose of 
S. 101 and the approach which it embodies, suggested several amend- 
ments. Your committee appreciates the interest and helpfulness of 
this organization and gave careful consideration to its recommenda- 
tions, but was of the opinion that the amendments proposed were 
either unnecessary or inadvisable. Reference should be made, how- 
ever, to two of these recommendations, both having to do with the 
subject of economies. 

One proposal of the Citizens Committee would include among the 
purposes for which the President may submit reorganization plans a 
provision for the reduction of nondefense expenditures. It was the 
view of the committee that the bill as drafted is specifically limited to 
matters related to the national security or defense and that this essen- 
tial purpose should be maintained. If any reorganizations which will 
result in the reduction of nondefense expenditures are to be submitted 
they should be submitted in the form of permanent reorganizations 
under title I of the Reorganization Act, which sets forth such an 
objective. 

Another proposal of the Citizens Committee would strike from the 
bill the provision which permits the omission from the message of the 
President of reference to the probable reduction of expenditures to 
be brought about by the plan submitted. It was the view of the 
committee that in a great many instances, not only would the proposed 
defense reorganization plans not result in any economies, but that 
they would probably increase expenditures in connection with the 
defense mobilization program. In this period of emergency that 
calculated risk must be taken. Unless this exemption is included the 
President would be required to state repeatedly that no economies 
are anticipated and accordingly no estimates could be given. No 
useful purpose would seem to be served by this requirement. 
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The committee feels justified in assuming that any program in- 
itiated under the authority granted in this ‘title will receive careful 
consideration on the part ‘of the administering officials with a view 
to effecting economies wherever possible, consistent with defense 
objectives. The committee is of the opinion that the termination 
date provided herein will permit evaluation of plans submitted under 
this title with a view to determining any economies that may be 
effectuated in connection with programs directly or indirectly affected 
by such plans. It is the continuing responsibility and duty of this 
committee to bring about economies wherever possible in the operation 
of any Federal program. It is therefore incumbent on the committee 
to consider this feature in granting any exte ‘nsion of this title. 

The bill, in effect, permits a review by the Congress of actions taken 
under title III of the Reorganiz vation Act of 1949 before the expiration 
date on June 30, 1952. By inserting a termination date, identical with 
the terminating date provided in Public Law 921, Eighty-first Con- 
gress, reactivating title Il of the War Powers Act, it will be necessary 
for the Congress to reexamine actions taken under the authority of 
both acts in order to determine whether their provisions have been 
carried out effectively and efficiently, and whether such authority 
should be renewed. In taking this action, however, it should be 
emphasized that the committee does not intend to speculate as to how 
long the emergency will last or for what period the powers granted 
under these acts may be required. The effect of the termination date 
is merely to permit the Congress to obtain reports relative to the 
operation of the provisions of the acts and the need for the continua- 
tion of the authority provided. Unless extended beyond such period, 
or upon the expiration of any further extension period approved by 
Congress, all reorganizations effectuated under the proposed new title 
III will revert to their former status, subject to any law or permanent 
reorganizations that may have been approved during the intervening 
period. The bill further provides that the Congress may terminate 
the authority granted at any time by the passage of a concurrent 
resolution, and provisions of the Reorganization Act of 1949 will 
automatically require a further review by Congress before the expira- 
tion of that act, which S. 101 amends, on April 1, 1953. 

The bill provides all reorganization authority requested by the 
President, on the same basis as under title I of the First War Powers 
Act, except for the restrictions above outlined, and, in the opinion of 
the committee, provides him with sufficient authority to effectuate 
any reorganizations that may be necessary to the defense mobilization 
program, subject to congressional review. At the same time this 
action does not do violence to the provisions of the Reorganization 
Act of 1949, providing for permanent reorganizations in the 
Government. 

It is the conviction of the committee that the existing emergency 
warrants immediate and effective action to permit necessary reorgani- 
zations required to more effectively administer the defense mobiliza- 
tion program, and it therefore recommends early consideration and 
favorable action on this proposed legislation. 
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A SECTION-BY-SECTION ANALYSIS OF THE BILL 


In general, this bill, which adds a new title III to the Reorganization 
Act of 1949, authorizes the President to transmit to the Congress 
temporary reorganization plans. These reorganization plans w “ould 
be along the lines of reorganization plans authorized by the present 
Reorganization Act of 1949 (Public Law 109, 81st Cong.), except for 
certain differences specified in the proposed ‘title III. These differ- 
ences are brought out in the following review of the various sections 
of the proposed title IIT. 

Section 301 

This section prescribes the purposes for which a reorganization plan 
may be submitted under the proposed title III, including those set 
forth in section 2 (a) of the Reorganization Act of 1949, and also 
includes—with adaptations appropriate to an emergency situation as 
contrasted with a state of war—the purposes cov ered by title I of the 
First War Powers Act, 1941. 

Section 301 also requires that reorganization plans submitted under 
the proposed title III shall be governed by the provisions of titles I 
and IT of the Reorganization Act of 1949 except as otherwise provided 
in the proposed title IIT. 


Section 302 


This section requires that each reorganization plan transmitted by 
the President to the Congress under title III shall be identified as 
being temporary, and so certified in the President’s message of 
transmittal. 

The section further prescribes that the period available to the 
Congress to reject a reorganization plan transmitted by the President 
under title III shall be 12 days in lieu of the 60-day period specified 
in section 6 of the Reorganization Act of 1949. The purpose of this 
provision is to meet the need for rapid action during the emergency 
period, under the same rules as provided in the Reorganization Act, 
which prevents delays beyond the period prescribed. 

The section also limits the effective period of a reorganization plan 
under title III to the period ending with the termination of the title. 
The section recognizes that a reorganization plan may become in- 
operative at an earlier date by or pursuant to law. 

Section 303 

The Reorganization Act of 1949 now provides for specified forms of 
reorganization; namely, transfer, consolidation, coordination, delega- 
tion, and abolition. Section 303 would provide for two additional 
forms of reorganization. 

Section 303 (a) (1) would permit the inclusion in a reorganization 
plan under title III of a reorganization which would extend any 
function of any agency to any other agency. While this is in some 
respects comparable to a transfer of function, it differs in that the 
agency having the function in the first place is not divested thereof 
but the function i in question is, in effect, shared with one or more 
other agencies. While this was accomplished a number of times 
under title I of the First War Powers Act, 1941, it is not apparent 
that it could be done under the Reorganization Act of 1949 unless 
suitable provision be made therefor by law. 
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An example of a transaction of this nature may be found in connec- 
tion with the duty-free entry of materials under the authority of 
34 U.S. C. 568. That provision of law authorizes the Navy Depart- 
ment to bring in materials free of duty and without customs inspection. 
Such authority was extended as follows under the authority of title I 
of the First War Powers Act, 1941: To various agencies by Executive 
Order No. 9177; to the United States Maritime Commission by 
Executive Order No. 9495; to the Department of Commerce by 
Executive Order No. 9768; to the Atomic Energy Commission by 
Executive Order No. 9829 (still in effect). The ability to avoid 
customs inspection is probably the primary consideration, and the 
duty-free entry secondary. 

A further example of the extension of a function from one agency to 
another may be found in Executive Order No. 9440 authorizing the 
Reconstruction Finance Corporation to place orders with other agencies 
for materials or services to be obtained by contract or otherwise. 

Section 303 (a) (2) would permit the inclusion in a reorganization 
plan under title ITI of a reorganization consisting of the utilization of 
the facilities, services, or personnel of any agency. This form of 
reorganization would not appear to be covered by title I of the Reor- 
ganization Act of 1949. However, section 2 of the First War Powers 
Act, 1941, authorized the President “to utilize * * * any 
executive or administrative commissions, bureaus, agencies, govern- 
mental corporations, offices, or officers now existing by law.’’ The 
intent of section 303 (a) (2) is the same as that of the quoted language. 

It is believed desirable that the President have the authority to 
utilize facilities of the Government in connection with the defense 
effort and that, accordingly, provision along the lines of section 303 
(a) (2) is necessary. Further, that this provision is important can be 
illustrated by reference to a case involving the Office of Temporary 
Controls which was decided by the Supreme Court. The Govern- 
ment’s position was upheld partly on the ground that the President 
had utilized an officer of the Government (the Federal Works Admin- 
istrator) and that such utilization was provided for in title I of the 
First War Powers Act, 1941. 

Section 303 (b) would authorize the President to include in a reor- 
ganization plan under title III provisions for the appointment of an 
official without Senate confirmation. While it is expected that a num- 
ber of officials conducting the defense program would be confirmed by 
the Senate—as is the Director of Defense Mobilization, Mr. Wilson— 
there may also be expected to be numerous other officials, particularly 
those of a lesser status, with respect to whom confirmation by the 
Senate would not seem necessary. In any event, the President was 
not limited in this respect during World War II, and numerous 
officials were provided for by the President, in whole or in part 
pursuant to title I of the First War Powers Act, 1941, without pro- 
vision for confirmation by the Senate. 

Section 3 of the Reorganization Act of 1949 requires, in substance, 
that the President include in the message transmitting any reorgani- 
zation plan an estimate of the reduction of expenditures which it is 
probable will be brought about by the taking effect of the reorganiza- 
tion plan. Section 303 (c) of the proposed title III] would make this 
requirement inapplicable to temporary reorganization plans made 
under title III. It is believed that it will not be feasible, in most 
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instances, to make an estimate of any value with respect to the reduc- 
tion of expenditures to be brought about by reorganization plans under 
title III, since it is to be utilized in connection with an expanding de- 
fense program, and it is more likely that the expenditures would be on 
the rise instead of decreasing. It does not appear that any useful 
purpose is served by requiring the President either to attempt to make 
a rather unrealistic estimate or to make a declaration that the making 
of such an estimate is not feasible, in connection with the transmittal 
of each reorganization plan. 

Section 303 (d) provides that no reorganization plan may be sub- 
mitted under this title which would abolish or transfer the functions 
of any executive department or create any new executive department, 
or which would abolish, transfer, or consolidate the whole or any 
part of the civil functions of the Corps of Engineers. 

Section 804 

Consonant with the temporary character of title ITI, section 304 
provides for the reversion to the prior status of the functions, agencies, 
and other matters affected by reorganization plan under title III 
upon the termination of such title. The section recognizes that an 
intervening change may have been made by or pursuant to law, and 
that any such change shall prevail upon the termination of title III. 


Section 305 


This section provides that title III will terminate on June 30, 1952, 
or on the termination of the national emergency proclaimed by the 
President, or on such other termination date as may be designated by 
concurrent resolution of the Congress or by the President. The 
Reorganization Act of 1949 terminates automatically on April 1, 
1953, and this section will require the reexamination by the Congress 
before the extension of the powers granted herein. 


Section 306 


This section provides a short title for the proposed title III, namely, 
“Defense Reorganization Act of 1951.” 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


REORGANIZATION ACT OF 1949 
TITLE I 
SHORT TITLE 


Section 1. This Act may be cited as the ‘‘Reorganization Act of 1949.” 


NEED FOR REORGANIZATIONS 


Sec. 2. (a) The President shall examine and from time to time reexamine the 
organization of all agencies of the Government and shall determine what changes 
therein are necessary to accomplish the following purposes: 

(1) to promote the better execution of the laws, the more effective man- 
agement of the executive branch of the Government and of its agencies and 
functions, and the expeditious administration of the public business; 
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(2) to reduce expenditures and promote economy, to the fullest extent 
consistent with the efficient operation of the Government; 

(3) to increase the efficiency of the operations of the Government to the 
fullest extent practicable; 

(4) to group, coordinate, and consolidate agencies and functions of the 
Government, as nearly as may be, according to major purposes; 

(5) to reduce the number of agencies by consolidating those having similar 
functions under a single head, and to abolish such agencies or functions 
eee as may not be necessary for the efficient conduct of the Government; 
an 

(6) to eliminate overlapping and duplication of effort. 

(b) The Congress declares that the public interest demands the carrying out 
of the purposes specified in subsection (a) and that such purposes may be accom- 
plished in great measure by proceeding under the provisions of this Act, and can 
be accomplished more speedily thereby than by the enactment of specific 
legislation. 

REORGANIZATION PLANS 


Sec. 3. Whenever the President, after investigation, finds that— 

(1) the transfer of the whole or any part of any agency, or of the whole 
or any part of the functions thereof, to the jurisdiction and control of any 
other agency; or 

(2) the abolition of all or any part of the functions of any agency; or 

(3) the consolidation or coordination of the whole or any part of any 
agency, or of the whole or any part of the functions thereof, with the whole 
or any part of any other agency or the functions thereof; or 

(4) the consolidation or coordination of any part of any agency or the 
functions thereof with any other part of the same agency or the functions 
thereof; or 

(5) the authorization of any officer to delegate any of his functions; or 

(6) the abolition of the whole or any part of any agency which agency or 
part does not have, or upon the taking effect of the reorganization plan will 
not have any functions, 

is necessary to accomplish one or more of the purposes of section 2 (a), he shall 

repare a reorganization plan for the making of the reorganizations as to which 

e has made findings and which he includes in the plan, and transmit such plan 
(bearing an identifying number) to the Congress, together with a declaration that, 
with respect to each reorganization included in the plan, he has found that such 
reorganization is necessary to accomplish one or more of the purposes of section 
2 (a). The delivery to both Houses shall be on the same day and shall be made 
to each House while it is in session. The President, in his message transmitting 
a reorganization plan, shall specify with respect to each abolition of a function 
included in the plan the statutory authority for the exercise of such function, 
and shall specify the reduction of expenditures (itemized so far as practicable) 
which it is probable will be brought about by the taking effect of the reorgani- 
zations included in the plan. 


OTHER CONTENTS OF PLANS 


Src. 4. Any reorganization plan transmitted by the President under section 3— 
(1) shall change, in such cases as he deems necessary, the name of any 
agency affected by a reorganization, and the title of its head; and shall 
designate the name of any agency resulting from a reorganization and the 
title of its head; 

(2) may include provisions for the appointment and compensation of the 
head and one or more other officers of any agency (including an agency 
resulting from a consolidation or other type of reorganization) if the President 
finds, and in his message transmitting the plan declares, that by reason of a 
reorganization made by the plan such provisions are necessary. The head so 
provided for may be an individual or may be a commission or board with two 
or more members. In the case of any such appointment the term of office 
shall not be fixed at more than four years, the compensation shall not be at 
a rate in excess of that found by the President to prevail in respect of com- 
parable officers in the executive branch, and, if the appointment is not under 
the classified civil service, it shall be by the President, by and with the advice 
and consent of the Senate, except that, in the case of any officer of the 
municipal government of the District of Columbia, it may be by the Board of 
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Commissioners or other body or officer of such government designated in 
the plan; 

(3) shall make provision for the transfer or other disposition of the records, 
property, and personnel affected by any reorganization; 

(4) shall make provision for the transfer of such unexpended balances of 
appropriations, and of other funds, available for use in connection with any 
function or agency affected by a reorganization, as he deems necessary by 
reason of the reorganization for use in connection with the functions affected 
by the reorganization, or for the use of the agency which shall have such 
functions after the reorganization plan is effective, but such unexpended 
balances so transferred shall be used only for the purposes for which such 
appropriation was originally made; 

(5) shall make provision for terminating the affairs of any agency abolished. 


LIMITATIONS ON POWERS WITH RESPECT TO REORGANIZATIONS 


Src. 5. (a) No reorganization plan shall provide for, and no reorganization under 
this Act shall have the effeet of— 

(1) abolishing or transferring an executive department or all the functions 
thereof or consolidating any two or more executive departments or all the 
functions thereof; or 

(2) continuing any ageney beyond the period authorized by law for its 
existence or beyond the time when it would have terminated if the reorgani- 
zation had not been made; or 

(3) continuing any function beyond the period authorized by law for its 
exercise, or beyond the time when it would have terminated if the reorgani- 
zation had not been made; or 

(4) authorizing any agency to exercise any function which is not expressly 
authorized by law at the time the plan is transmitted to the Congress; or 

(5) increasing the term of any office beyond that provided by law for such 
office; or 

(6) transferring to or consolidating with any other agency the municipal 
government of the District of Columbia or all those functions thereof which 
are subject to this Act, or abolishing said government or all said functions. 

(b) No provision contained in a reorganization plan shall take effect unless the 
plan is transmitted to the Congress before April 1, 1953. 


TAKING EFFECT OF REORGANIZATIONS 


Sec. 6. (a) Except as may be otherwise provided pursuant to subsection (c) 
of this section, the provisions of the reorganization plan shall take effect upon 
the expiration of the first period of sixty calendar days, of continuous session of 
the Congress, following the date on which the plan is transmitted to it; but only 
if, between the date of transmittal and the expiration of such sixty-day period 
there has not been passed by either of the two Houses, by the affirmative vote of 
a majority of the authorized membership of that House, a resolution stating in 
substance that that House does not favor the reorganization plan. 

(b) For the purposes of subsection (a)— 

(1) continuity of session shall be considered as broken only by an adjourn- 
ment of the Congress sine die; but 

(2) in the computation of the sixty-day period there shall be excluded 
the days on which either House is not in session because of an adjournment 
of more than three days to a day certain. 

(c) Any provision of the plan may, under the provisions contained in the plan, 
be made operative at a time later than the date on which the plan shall otherwise 
take effect. 

DEFINITION OF ‘‘AGENCY”’ 


Sec. 7. When used in this Act, the term ‘“‘agency”’ means any executive depart- 
ment, commission, council, independent establishment, Government corporation, 
board, bureau, division, service, office, officer, authority, administration, or other 
establishment, in the executive branch of the Government, and means also any 
and all parts of the municipal government of the District of Columbia except the 
courts thereof. Such term does not include the Comptroller General of the 
United States or the General Accounting Office, which are a part of the legisla- 
tive branch of the Government. 
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MATTERS DEEMED TO BE REORGANIZATIONS 


Sec. 8. For the purposes of this Act the term ‘reorganization’? means any 
transfer, consolidation, coordination, authorization, or abolition, referred to in 
section 3. 

SAVING PROVISIONS 


Sec. 9. (a) (1) Any statute enacted, and any regulation or other action made, 
prescribed, issued, granted, or performed in respect of or by any agency or func- 
tion affected by a reorganization under the provisions of this Act, before the 
effective date of such reorganization, shall, except to the extent rescinded, mod- 
ified, superseded, or made inapplicable by or under authority of law or by the 
abolition of a function, have the same effect as if such reorganization had not 
been made; but where any such statute, regulation, or other action has vested 
the function in the agency from which it is removed under the plan, such func- 
tion shall, insofar as it is to be exercised after the plan becomes effective, be con- 
sidered as vested in the agency under which the function is placed by the plan. 

(2) As used in paragraph (1) of this subsection the term “regulation or other 
action’? means any regulation, rule, order, policy, determination, directive, 
authorization, permit, privilege, requirement, designation, or other action. 

(b) No suit, action, or other proceeding lawfully commenced by or against the 
head of any agency or other officer of the United States, in his official capacity 
or in relation to the discharge of his official duties, shall abate by reason of the 
taking effect of any reorganization plan under the provisions of this Act, but the 
court may, on motion or supplemental petition filed at any time within twelve 
months after such reorganization plan takes effect, showing a necessity for a sur- 
vival of such suit, action, or other proceeding to obtain a settlement of the ques- 
tions involved, allow the same to be maintained by or against the successor of 
such head or officer under the reorganization effected by such plan or, if there be 
no such successor, against such agency or officer as the President shall designate. 


UNEXPENDED APPROPRIATIONS 


Sec. 10. The appropriations or portions of appropriations unexpended by 
reason of the operation of this Act shall not be used for any purpose, but shall 
be impounded and returned to the Treasury. 


PRINTING OF REORGANIZATION PLANS 


Sec. 11. Each reorganization plan which shall take effect shall be printed in 
the Statutes at Large in the same volume as the public laws, and shall be printed 
in the Federal Register. 

TITLE II 


Sec. 201. The following sections of this title are enacted by the Congress: 

(a) As an exercise of the rule-making power of the Senate and the House of 
Representatives, respectively, and as such they shall be considered as part of the 
rules of each House, respectively, but applicable only with respect to the pro- 
cedure to be followed in such House in the case of resolutions (as defined in sec- 
tion 202); and such rules shall supersede other rules only to the extent that they 
are inconsistent therewith; and 

(b) With full recognition of the constitutional right of either House to change 
such rules (so far as relating to the procedure in such House) at any time, in the 
pa manner and to the same extent as in the case of any other rule of such 

ouse. 

Sec. 202. As used in this title, the term “resolution’’ means only a resolution 
of either of the two Houses of Congress, the matter after the resolving clause of 
which is as follows: ‘‘That the ————— does not favor the reorganization plan 
numbered — transmitted to Congress by the President on --—-—-——,, 19—..”’ 
the first blank space therein being filled with the name of the resolving House 
and the other blank spaces therein being appropriately filled; and does not include 
a resolution which specifies more than one reorganization plan. 

Sec. 203. A resolution with respect to a reorganization plan shall be referred 
to a committee (and all resolutions with respect to the same plan shall be referred 
to the same committee) by the President of the Senate or the Speaker of the 
House of Representatives, as the case may be. 

Src. 204. (a) If the committee to which has been referred a resolution with 
respect to a reorganization plan has not reported it before the expiration of ten 
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calendar days after its introduction, it shall then (but not before) be in order to 
move either to discharge the committee from further consideration of such reso- 
lution, or to discharge the committee from further consideration of any other 
resolution with respect to such reorganization plan which has been referred to the 
committee. 

(b) Such motion may be made only by a person favoring the resolution, shall 
be highly privileged (except that it may not be made after the committee has 
reported a resolution with respect to the same reorganization plan), and debate 
thereon shall be limited to not to exceed one hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such 
motion shall be in order, and it shall not be in order to move to reconsider the 
vote by which such motion is agreed to or disagreed to. 

(c) If the motion to discharge is agreed to or disagreed to, such motion may 
not be renewed, nor may another motion to discharge the committee be made 
with respect to any other resolution with respect to the same reorganization plan. 

Sec. 205. (a) When the committee has reported, or has been discharged from 
further consideration of, a resolution with respect to a reorganization plan, it 
shall at any time thereafter be in order (even though a previous motion to the 
same effect has been disagreed to) to move to proceed to the consideration of 
such resolution. Such motion shall be highly privileged and shall not be 
debatable. No amendment to such motion shall be in order and it shall not be 
in order to move to reconsider the vote by which such motion is agreed to or 
disagreed to. 

(b) Debate on the resolution shall be limited to not to exceed ten hours, which 
shall be equally divided between those favoring and those opposing the resolution. 
A motion further to limit debate shall not be debatable. No amendment to, or 
motion to recommit, the resolution shall be in order, and it shall not be in order 
to move to reconsider the vote by which the resolution is agreed to or disagreed to. 

Src. 206. (a) All motions to postpone, made with respect to the discharge from 
committee, or the consideration of, a resolution with respect to a reorganization 
plan, and all motions to proceed to the consideration of other business, shall be 
decided without debate. 

(b) All appeals from the decisions of the Chair relating to the application of 
the rules of the Senate or the House of Representatives, as the case may be, to 
the procedure relating to a resolution with respect to a reorganization plan shall 
be decided without debate. 


Approved June 20, 1949. 
TITLE III 


Sec. 301. During the time that this title is in force, and for any of the following 
purposes, but only in matters related to the national security or defense, namely, any of 
the purposes set forth in section 2 (a) hereof; the promotion of the national security 
or defense; the support and maintenance of the Armed Forces; the better utilization of 
resources and industries; the more effective exercise and the more efficient administra- 
tion by the President of his functions as Chief Executive and as Commander in Chief 
of the Armed Forces; or the better coordination of agencies and their functions; the 
President is hereby authorized to transmit to the Congress, under this title, reorganiza- 
tion plans which shall, except as provided in this title, be governed by the provisions of 
titles I and II of this Act. 

Sec. 302. Each reorganization plan transmitted to the Congress under this title 
shall— 

(a) be certified by the President in his message of transmittal to the Congress 
as submitted under this title; 

(b) be identified as being temporary; 

(c) become effective in accordance with the provisions of section 6 hereof, 
except that a period of twelve days prior to taking effect shall obtain in lieu of 
the sixty days specified in the said section 6; and 

(d) remain in force only until the termination of this tiile or until otherwise 
made inapplicable by or pursuant to law, 

Sec. 808. (a) In addition to the matters specified in titles I and II hereof, any 
reorganization plan under this title may provide for either or both of the following, 
which shall fer the purposes of this litle be deemed to be reorganizations: 

(1) The extension of any function of any agency to any other agency; and 

(2) The utilization of the facilities, services, or personnel of any agency. 

(b) The President may include in any reorganization plan transmitted under this 
title provisions for the appointment of officers and other personnel in such manner as 
the President shall specify. 
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(c) There may be omitted from the message of the President transmitting any 
reorganization plan under this title reference to the probable reduction of expenditures 
to be brought about by the plan (provided in section 3 of this Act). 

(d) No reorganization plan under this title shall provide for, and no reorganiza- 
tion under this title shall have the effect of— 

(1) abolishing or transferring an executive department or all the functions 
thereof or establishing any new executive department; or 

(2) changing the name of any executive department or the title of its head, or 
designating any agency as ‘‘ Department’’ or its head as ‘‘ Secretary’’, or 

(3) abolishing, transferring, or consolidating the whole or any part of the 
civil functions of the Corps of Engineers of the United States Army. 

Sec. 304. Upon the termination of this title, all functions, agencies, property, 
personnel, records, and funds affected by any reorganization plan then in force under 
the provisions of this title shall have such organizational status as may heretofore or 
hereafter be provided by law or by reorganization plan under titles I and II hereof. 

Sec. 805. This title shall terminate on June 30, 1952, or on the termination of the 
national emergency proclaimed by the President on December 16, 1950, or on a 
termination date designated by concurrent resolution of the Congress or by the Presi- 
dent, whichever date is the earliest. 

Sec. 306. This title may be cited as the ‘‘ Defense Reorganization Act of 1961’’. 


O 
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. McCLe ian, from'the Committee on Expenditures in the Execu- 
tive Departments, submitted the following 


REPORT 
[To accompany 8. 379] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 379) to authorize relief of authorized 


certifying officers of terminated war agencies in liquidation by the 
Department of Labor, having considered the same, report favorably 
thereon and recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to authorize the Comptroller General of 
the United States to relieve authorized certifying officers of terminated 
war agencies from accountability for payments suspended or disal- 
lowed by the General Accounting Office against vouchers paid during 
the period 1943 through 1945. 

The amount involved is $609.88 which is now outstanding against 
former certifying officers of the War Manpower Commission, now in 
liquidation by the Department of Labor. That Department has 
reported to your committee that the amount covered by this bill is 
made up of a number of erroneous payments involving salaries, travel 
of Government employees, and subsistence for which the Government 
received benefit but, due to the rapid expansion of the agency’s activi- 
ties, personnel turn-over, and shortage of trained employees, errors 
were inadvertently made which subsequently led to suspension by the 
General Accounting Office. No evidence of fraud or collusion has 
been obtained by either the liquidating agency or the General Ac- 
counting Office against any of the former certifying officers involved. 


STATEMENT 


rT e . . . , 
lhe agency in which these certifying officers were employed handled 
a large number of vouchers and financial transactions involving 
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considerable sums of money. With the rapid expansion of govern- 
mental activities during wartime, and the subsequent rapid turn-over 
of personnel, the officers and employees of wartime agencies often 
lacked the training and experience possessed by such persons in more 
normal times. The heavy workload of financial papers often required 
certifying officers to rely on decisions of inexperienced subordinates in 
interpreting complex laws and regulations. Under those circum- 
stances, it was inevitable that there would be mistakes and adminis- 
trative errors which resulted in erroneous payments under complex 
Government laws and regulations with which only the most experi- 
enced certifying officers operating under normal conditions could be 
fully conversant. It is also possible that, if the exceptions had been 
made to the payments shortly after they were made, the discrepancies 
might have been satisfactorily explained by those certifying officers 
which, in turn, would have enabled the Comptroller General to remove 
the suspensions. 

The Congress has in the past, following wars in which the United 
States has been engaged, enacted legislation in one form or another 
to relieve disbursing and certifying officers for erroneous payments 
made during the periods of such conflicts. This practice was also 
followed during the Eightieth Congress when legislation was enacted 
to relieve certifying officers of the War and Navy Departments from 
responsibility for payment or losses where no fraud or collusion was 
involved (Public Law 248, approved July 26, 1947). Similar action 
was taken by the Eighty first C ongress when legislation was enacted 
to relieve certifying officers of terminated war agencies in liquidation 
by the Department of Commerce (Public Law 540), and agencies 
liquidated by the Department of the Interior (Public Law 541, 
approved June 14, 1950). 

This bill was initiated by the Department of Labor, approved by 
the General Accounting Office and the Bureau of the Budget. At- 
tached hereto and made a part of this report are letters received by 
the chairman of your committee from the Honorable Maurice J. 
Tobin, Secretary of Labor, Hon. Frederick J. Lawton, Director of 
the Bureau of the Budget, and Hon. Lindsay C. Warren, Comptroller 
General of the United States, in support of S. 379. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, November 13, 1950. 
Tue Vice PRESIDENT, 
United States Senate, Washington 25, D. C. 

Dear Mr. Vice PRESIDENT: I am sending attached a draft of a proposed bill 
for relief of certifying officers of war agencies in liquidation by the Department 
of Labor. I recommend that the bill be referred to the appropriate committee 
and that it be enacted. 

The bill would relieve the afore-mentioned certifying officers from liability for 
the amounts of certain suspensions and disallowances heretofore or hereafter 
raised by the General Accounting Office on account of payments made in ac- 
cordance with vouchers certified by such officers, provided that there is no 
evidence of fraud or collusion in connection therewith. 

Ten such disallowances totaling $609.88 are outstanding against former certify- 
ing officers of the War Manpower Commission now being liquidated by this 
Department. These disallowances include exceptions to such items as over- 
payment of salaries or overpayment of travel expenses, payments on which were 
entered over a period of about 3 years from 1943 through 1945. 
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With the rapid expansion of governmental activities during wartime, and*the 
consequent rapid turn-over of personnel, the officers and employees of wartime 
agencies often lacked the training and experience possessed by such persons in 
more normal times. The large volume of transactions handled often required 
certifying officers to rely on decisions of inexperienced subordinates in interpret- 
ing complex laws and regulations. In the light of this situation, it was but 
natural that some erroneous payments would be made. It is also possible that, 
if the exceptions had been made to the payments shortly after they were made, 
the supposed discrepancies might have been satisfactorily explained by these 
certifying officers. 

No evidence has been produced of fraud or collusion on the part of these cer- 
tifying officers. It, therefore, seems fair that they should not be penalized for 
mistakes made under the circumstances indicated. To collect these relatively 
small amounts through legal proceedings would be both costly and time-con- 
suming to the Government. As a measure of both economy and justice, there- 
fore, I strongly urge the enactment of the draft bill. 

The Bureau of the Budget advises that it has no objection to the presentation 
of this proposed bill to the Congress. 

Yours very truly, 
Maurice J. Tostn, 
Secretary of Labor. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., Jan uary 22, 1951. 
Hon. Joun L. McCie.ian, 
Chairman, Senate Committee on Expenditures in the Executive Departments, 
Senate Office Building, Washington, D. C. 

My Dear Senator McCrieiian: This is in answer to your letter of January 
15, 1951, inviting the Bureau of the Budget to comment on 8. 379, a bill to author- 
ize relief of authorized certifying officers of terminated war agencies in liquidation 
by the Department of Labor. 

The Bureau of the Budget would have no objection to the enactment of this 
measure. 

Sincerely yours, 
EvmMer B. Staats, 
Assistant Director. 


CoMPTROLLER GENERAL OF THE UNITrep States, 
Washington 25, January 16, 1941 
Hon. Joun L. MeCueE.ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate. 

My Dear Mr. CuarrMan: Reference is made to your letter dated January 15, 
1951, forwarding a copy of 8. 379, entitled ‘“‘A bill to authorize relief of authorized 
certifying officers of terminated war agencies in liquidation by the Department 
of Labor,’’ and requesting an opinion as to the merits of the proposed legislation. 

This proposed relief legislation for certifying officers of terminated war agencies 
in process of liquidation by the Department of Labor is similar to relief provided 
for the certifying officers of the war agencies in process of liquidation by the 
Treasury Department, the Department of Commerce, and the Department of 
Interior by Public Laws 446, 540, and 541, Eighty-first Congress, respectively. 

While it has not been possible in the limited time that has been available to 
determine the specific war agencies of the Labor Department included, or to 
make a detailed analysis of the exceptions which would be affected, it is believed 
that the exceptions would be small, in number and amount. For this reason, 
and since the bill, if enacted, may be expected to effect a savings to the Govern- 
ment through reduction or reassignment of personnel now assigned to the clearing 
of exceptions, and since the relief specifically is not to be available in cases involv- 
ing fraud or collusion on the part of the certifying officers to be relieved, no objec- 
tion is perceived to its enactment. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


O 
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. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 124] 


The Committee on the a iary, to which was referred the bill 
(S. 124) for the relief of Mrs. George (Wong Tze-yen) Poy, having 
considered the same, reports favorabl ly thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the readmission into the 
United States of Mrs. George (Wong Tze-yen) Poy, a former resident 
of the United States and the mother of seven United States citizen 
children. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 62-year-old native and citizen of 
China who is the widow of a native-born citizen of the United States. 
Mrs. Poy resided in the United States for a number of years, follow- 
ing which she returned to China where her husband died in 1939. 
She has seven children residing in the United States, all of whom are 
citizens of this country. The bill would enable the mother to return 
to the United States to join her citizen children. 

A letter dated October 17, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Acting Deputy Attorney General 
with reference to S. 3572, which was a bill introduc ed in the Kighty- 
first Congress for the relief of the same alien, reads as follows: 
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OctToBER 17, 1950. 
Hon. Par McCarran, 
Chairman, Commitiee on the Judiciary, 
United Staies Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 3572) for the relief of Mrs. George 
(Wong Tze-yen) Poy, an alien. 

The bill would provide that Mrs. George Poy shall be deemed to be a nonquota 
immigrant, if otherwise found admissible to the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Poy, a widow, is a native and citizen of China, having been born 
in Toy Shan, Canton Province, China, in 1888. In 1906 or 1907, she was married 
in China to George Poy, a native-born citizen of the United States, who re- 
turned to this country a year or two after his marriage. Mrs. Poy entered the 
United States in 1917 and returned to China with her family in 1931. Her 
husband died in China in 1939, and she is presently residing in Hong Kong, China. 
She has seven children residing in this country, one of whom was born in China, 
and the remaining six in the United States. All are citizens of this country and 
state that they are able to contribute to their mother’s support in the event she is 
permitted to come to this country. Mr. Poy, the alien’s deceased husband, was 
for many years employed as an interpreter for the United States Government in 
Detroit, Mich., and he subsequently operated a restaurant in that city. Accord- 
ing to her children, Mrs. Poy has no close relatives in China. 

The Chinese racial quota, to which Mrs. Poy is chargeable, is oversubscribed 
and a quota immigration visa is not readily obtainable. In the absence of general 
or special legislation, the alien will be unable to enter the United States in the 
near future. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. 

Yours sincerely, 
Peter CAMPBELL Brown, 
Acting Deputy Attorney General. 


Senator Homer Ferguson, the author of the bill, has submitted the 
following information with reference to the case: 


Unitep States Distrricr Court, 
For THE EASTERN District oF MICHIGAN, 
Detroit 26, Mich., March 22, 1980. 
Hon. Homer Fercuson, 
United States Senator, 
458 Senate Office Building, Washington, D. C. 

Dear Senator: A young friend of mine here in Detroit, George Poy, has talked 
with me about the possibility of getting his mother back into this country from 
Hong Kong. He has prepared a statement of facts,. which is enclosed. He 
neglected to get the date of the marriage of his father and mother, which he is 
going to secure from his mother or his oldest sister, and which we will forward to 
you as soon as received. 

His mother, Mrs. George (Wong Tze-yen) Poy lives in Hong Kong at the 
address given, the Sing Wah Hotel being owned by the father-in-law of her 
daughter Lucille whose husband is Lem Chan. George and his two brothers send 
money to their mother every month. All of her children, except the oldest, 
Dorothee, were born in the United States. The mother was, during her residence 
in Detroit, a member of Central Methodist Church here and still holds her member- 
ship in that church, of which Dr. Henry H. Crane is minister, as you know. 

reorge Poy has had extensive correspondence with the immigration authorities 
in the hope of working out some plan whereby his mother could come back under 
the immigration laws and regulations, but has been uniformly told that there is no 
provision therefor but that under these laws and regulations she would have to 
apply to come in under the quota. 

In view of the facts set forth, her husband being dead and her children and 
grandchildren being all in America, do you think a private bill for her relief could 
be put through Congress to permit her to enter and remain in the United States? 
Please let me hear from you after you have given this your usual thorough con- 
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sideration, and if additional facts are required I will have George furnish them 
for you. 
Sincerely yours, 
Earut T. CHAMBERLIN. 


P. 8.—In addition to the affidavit enclosed, George would guarantee his mother’s 
support. 


12813 Wooprow WILSON, 
Detroit 6, Mich., August 2, 1950. 
Mr. Ear T. CHAMBERLIN, 


Court Reporter, United States District Court, 
864 Federal Building, Detroit 26, Mich. 

Dear Mr. CHAMBERLIN: I have received your letter of July 25, 1950, and am 
listing below the answers to the questionnaire requested by the Senate Judiciary 
Committee. 

(1) The circumstances surrounding the entry of Mrs. George Poy to the 
United States: 

(a) Mrs. Poy is a widow of a native-born United States citizen who passed 
away while visiting China. 

(b) Mrs. Poy is the mother of seven children who are resident citizens of the 
United States, and has long been separated from them. 

(c) Mrs. Poy was previously granted permanent residence in the United States 
through citizenship of her late husband. 

(d) Mrs. George Poy’s purpose in entering the United States is to reunite with 
her family. 

(2) Mrs. George Poy is presently residing in Hong Kong, and is not pursuing 
any business or political activity. 

(3) Mrs. Poy is wholly dependent upon her children for support by means of 
regular remittances. 

(4) Mrs. Poy is in no way engaged in political activities injurious to the United 
States Government. 

(5) Mrs. Poy has not been convicted of any offense to any Federal or State law. 

It is gratifying, indeed, to learn that the case for mother’s reentry to the United 
States is being handled with such expediency. Our heartfelt thanks to you, 
Mr. Chamberlin. 

Sincerely, 
GEorGE Poy. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 124) should be enacted. 


O 
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*» McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 214] 


The Committee on the Judiciary, to which was referred the bill 
(S. 214) for the relief of Mrs. Juan Antonio Rivera, Mrs. Raul Valle 
Antelo, Mrs. Jorge Diaz Romero, Mrs. Otto Resse, and Mrs. Hugo 
Soria, having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the payment 
of the sum of $7,500 to Mrs. Juan Antonio Rivera, of La Paz, Bolivia, 
widow of Col. Juan Antonio Rivera, the sum of $7,500 to Mrs. Raul 
Valle Antelo, of La Paz, Bolivia, widow of Maj. Raul Valle Antelo; 
the sum of $7,500 to Mrs. Jorge Diaz Romero, of La Paz, Bolivia, 
widow of Maj. Jorge Diaz Romero; the sum of $7,500 to Mrs. Otto 
Resse, of La Paz, Bolivia, widow of Maj. Otto Resse; and the sum of 
$7,500 to Mrs. Hugo Soria, of La Paz, Bolivia, widow of Maj. Hugo 
Soria. Such sums would be in full settlement of all claims against 
the United States on account of the eer of Col. Juan Antonio 
Rivera, Maj. Raul Valle Antelo, Maj. Jorge Diaz Romero, Maj. 
Otto Resse, and Maj. Hugo Soria, who were killed as the result of 
an accident in which a C—54 transport plane of the U hited States 
Air Force crashed in 7 -acific Ocean approximately 1 mile off the 
Peruvian coast near the town of San Juan, Peru, on September 19, 
1947. 
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STATEMENT 


A similar bill (H. R. 5051) passed the Senate in the Eighty-first 
Congress too late for concurrence by the House in certain Senate 
amendments. 

The deceased officers met their death while traveling as guests of 
the United States Air Force under the provisions of a congressionally 
approved orientation program. Ordinarily, death compensation for 
an accident such as this could be paid by the Department of the Air 
Force administratively, under the provisions of the Foreign Claims 
Act, but that act does not apply in this case in that the decedents were 
not inhabitants of the country in which the accident occurred. 

The committee has learned that the widows of these officers have 
not received any indemnities from their own Government, but that 
each widow receives a pension for life of the same amount that her 
husband would have received had he retired as of the date of his 
death. These pensions equal about $35 per month in United States 
currency. 

Attached hereto and made a part of this report is a letter received 
in connection with the above referred to bill of the Eighty-first Con- 
gress, as well as a copy of a letter dated December 21, 1950, from the 
Department of the Air Force relative to the pensions being paid these 
widows. 

DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, May 28, 1949. 
Hon. Mitiarp E. Typrnas, 
Chairman, Committee on Armed Services, United States Senate. 

Dear Mr. CuarrMan: There is enclosed a draft of a bill which the Department 
of the Air Force recommends be enacted into law. 

The purpose of the proposed bill is to authorize the payment of the sum of 
$10,000 to Mrs. Juan Antonio Rivera, of La Paz, Bolivia, widow of Col. Juan 
Antonio Rivera; the sum of $10,000 to Mrs. Raul Valle Antelo, of La Paz, Bolivia, 
widow of Maj. Raul Valle Antelo; the sum of $10,000 to Mrs. Jorge Diaz Romero, 
of La Paz, Bolivia, widow of Maj. Jorge Diaz Romero; the sum of $10,000 to 
Mrs. Otto Resse, of La Paz, Bolivia, widow of Maj. Otto Resse; and the sum 
of $10,000 to Mrs. Hugo Soria, of La Paz, Bolivia, widow of Maj. Hugo Soria. 
Such sums are in full settlement of all claims against the United States on account 
of the deaths of Col. Juan Antonio Rivera, Maj. Raul Valle Antelo, Maj. Jorge 
Diaz Romero, Maj. Otto Resse, and Maj. Hugo Soria, who were killed as the 
result of an accident in which a C-—54 transport plane of the United States Air 
Force crashed in the Pacific Ocean approximately 1 mile off the Peruvian coast 
near the town of San Juan, Peru, on September 19, 1947. 

The deceased officers were members of the Bolivian Air Force. Colonel Rivera 
was Chief of the Bolivian Air Force. 

The United States Air Force invited the deceased officers to visit the United 
States under the provisions of a congressionally approved orientation program. 
The aim of this program is to promote and maintain friendly relations with the 
other American countries. 

Payment of damages to the dependents of these officers could not be made 
under the provisions of the Foreign Claims Act (55 Stat. 880), as amended, for 
the reason that the decedents were not inhabitants of the country in which the 
accident occurred. These cases do not come within the provisions of the Federal 
Tort Claims Act, as revised and codified in the act of June 25, 1948 (62 Stat. 
983; 28 U. 8S. C. 2672), because that act specifically provides that it shall be 
inapplicable to claims arising in a foreign country. 

At the time of his death Colonel Rivera was 46 vears of age. He left a widow 
and two minor children. Major Resse was 32 years of age and left a widow and 
no children. Major Valle was 28 years of age and left a widow and two minor 
children. Major Soria was 35 years of age and left a widow and one minor child. 
Major Diaz was 37 years of age and left a widow and two minor children. 
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In view of the fact that these officers had been invited as guests of the United 
States under the provisions of a congressionally approved orientation program 
and lost their lives while traveling in an Air Force plane as special guests of our 
Government, it is believed that there is a moral basis to justify legislative action 
which might alleviate the financial distress of their widows and dependents. 

The fiscal effect of the enactment of this proposed bill is manifest, in that the 
sum of $50,000 would be paid to the widows and dependents of the deceased 
Bolivian Air Force officers. 

The Bureau of the Budget advises that there is no objection to the submission 
of the proposed bill for the consideration of the Congress. 

Sincerely, 
EuGene M. Zuckert. 


(For W. Stuart Symington). 


DEPARTMENT OF THE Arr FORCE, 
Washington, December 21, 1950. 
Mr. J. Caruiste Ruppy, 
Senate Judiciary Committee. 

Dear Mr. Ruppy: I refer to your recent telephone request as to whether the 
Government of Bolivia has paid any indemnity to the widows of five Bolivian 
officers who were killed in the crash of an Air Force C—54 transport plane near 
San Juan, Peru, on September 19, 1947. 

The following message has been received from the United States air attaché in 
La Paz, Bolivia: 

‘Ministry Defense states no indemnity has been paid to five widows Bolivian 
Air Force officers killed in crash USAF C—54, September 19, 1947, near San Juan, 
Peru. By Bolivian army regulations each widow receives pension for life of 
same amount according to rank of husband at time of death as if he retired at 
that date. Paid amounts per month are Sefiora Rivera, 7,000 bolivianos; Sefioras 
Raul Valle, Diaz Romero, Otto Reese, and Hugo Soria, 6,000 each. Paid parallel 
exchange rate, 180 bolivianos for $1 

““BuRNs.” 
Sincerely yours, 
K. S. AXTATER, 
Colonel, USAF, De puty Director, 
Legis ition and Liaison. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany 8. 243] 


The Committee on the Judic lary, to which was referred the bill 
(S. 243) for the relief of Dewey Pickett having considered the same, re- 
ports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE 


The purpose of the bill is to provide for the payment of the sum of 
$5,000 to Dewey Pickett of Orlando, Fla., in full settlement of all 
claims against the United States arising out of injuries sustained by 
him as a result of being hit by the backlash of an Army airfield fence 
which was crashed into by an Army airplane. 


STATEMENT 


On June 5, 1943, at about 2:15 p. m., an Army airplane, piloted by a 
commissioned officer, in attempting to take off on an authorized mis- 
sion, crashed into a boundary fence of the air base at Orlando. The 
crash was the result of a sudden and unexplained loss of power in one 
or both of the engines of the plane which prevented it from leaving the 
ground, After crashing into the fence the plane struck and destroyed 
three houses. Four persons were instantly killed when the plane 
struck the houses and two others were ser iously injured. Mr, Dewey 
Pickett, an employee of the post exchange at the air base, was injured 
when the fence surrounding the airfield was thrown against him by 
the crash of the plane. He suffered abrasions of the forehead, br idge 
of the nose, both knees and left elbow, and a ragged laceration about 
1 inch in length on the vertex of the scalp. X-rays of the left shoulder 
and knee were taken and a fracture of the left patella was discovered. 
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The claimant was examined on October 6, 1950, by an Army 
physician who determined that Mr. Pickett had a 50-percent disability 
in his left knee and left shoulder as a result of the accident. The 
claimant, in his affidavit, states that the injury to his knee necessitated 
the placing of a cast upon the knee which was not removed for 6 
weeks. He also states that he suffered 8 weeks loss of time and salary 
amounting approximately to $300, as well as medical bills amounting 
to $525 and damage to his clothing in the amount of $25. 

The Department of the Army states that it has no objection to the 
enactment of the bill and the Department of Justice concurs in 
that view. 

The committee is of the opinion that inasmuch as the claimant 
suffered injuries because of the mechanical failure of a conveyance 
under the control of an agency of the United States Government, the 
claimant should be compensated for his injury and resulting disability. 
The committee wishes to point out the existence of the precedent in 
the form of Private Law 566 of the Seventy-eighth Congress which 
provided for the payment of a sum of $5,585 to the widow of one 
of the persons killed in this same accident. 

Attached to and made a part of this report are the reports of the 
Department of the Army and the Department of Justice on an 
identical bill (S. 3831) of the Eighty-first Congress and the affidavit 
of the claimant submitted in support of the above-mentioned bill from 
the Eighty-first Congress. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., November 1, 1950. 
The honorable the ATTORNEY GENERAL, 
Washington, D. C. 


Dear Mr. ATIORNEY GENERAL: Reference is made to your letter with which 
you enclosed a copy of 8. 3831, Eighty-first Congress, a bill for the relief of 
Dewey Pickett. You state that the Senate Committee on the Judiciary has 
requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
your Department and submitted along with your report to the committee. You, 
therefore, request the comments of the Department of the Army on 8. 3831. 

This bill provides as follows: 

“That the Secretary of the Treasury is hereby authorized and directed to pay, 
out of any money in the Treasury not otherwise appropriated, to Dewey Pickett, 
of 1425 East Hamlin Street, Orlando, Florida, the sum of $5,000. Payment of 
such sum shall be in full settlement of all claims of the said Dewey Pickett against 
the United States arising out of injuries sustained by him as the result of being 
hit by the backlash of an Army airfield fence which was crashed into by an 
Army airplane which failed to gain sufficient speed to leave the ground in a take-off 
attempt at the Army airfield at Orlando, Florida, on June 5, 1943.” 

The records of the Department of the Army show that on June 5, 1943, at 
about 2:15 p. m., an Army airplane, piloted by a commissioned officer, in attempt- 
ing to take off on an authorized mission crashed, through a boundary fence of 
the Army airfield at Orlando, Fla., when a sudden and unexplained loss of power 
in one or both of the engines of the plane prevented it from leaving the ground. 
After crashing through the fence the plane struck and destroyed three houses. 
The plane caught on fire in the crash, but the pilot escaped from the plane. 
Four persons were instantly killed when the plane struck the houses and two 
others were seriously injured. Mr. Dewey Pickett, an employee of the post 
exchange at the Orlando Army Airfield, was injured when the fence of the airfield 
was thrown against him by the crash of the plane. 

The report of the claims officer who investigated this accident reads, in pertinent 
part, as follows: 

“On 5 June 1943, at 1409 E (2:09 p. m.), a P-38G-—15 type aircraft, serial No. 
43-2297, piloted by 2d Lt. Ellis I. DeGroff (0792969) was involved in an aircraft 
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accident when his aircraft failed to take off to the west, in its take-off roll at about 
100 miles per hour, on the southernmost east-west runway of the AAFSAT Air 
Base Airdrome. The aircraft crashed through the boundary fence at the western 
end of said runway, crossed a road and crashed into a house about 100 feet from 
said boundary fence, and after running completely through the first house, ran 
through a second house at the rear of the first. Said aircraft then burst into 
flames and, in addition to destroying the aforesaid two houses, also burned a third 
house beyond repair. The pilot escaped from the burning wreckage with second- 
and third-degree burns of the neck and arms. Four civilians were killed and 
injured in said accident. The cause of the accident was due to power plant failure, 
which prevented said aircraft from taking off the ground after a take-off roll of 
about 5,300 feet.” 

On July 14, 1943, Capt. Curtis F. Culp, Medical Corps, United States Army, 
out-patient department of the station hospital, Army Air Forces School of Applied 
Tactics, Orlando, Fla., executed the following certificate: 

“This is to certify that at about 2:30 p. m. on June 5, 1943, Mr. Dewey Pickett, 
a civilian, was admitted to the hospital, Army Air Forces School of Applied 
Tactics, Orange County, Fla., and he was suffering from the following injuries: 
Abrasions of the forehead, bridge of the nose, both knees and left elbow; a ragged 
laceration about 1 inch in length on the vertex of the scalp, which was closed with 
one suture and sulfanilamide powder inserted. There was also a small and super- 
ficial abrasion on the right hand. 

““X-ravs of the left shoulder and left knee were taken and a fracture of the left 
patella was noted, for which he was sent to a family physician of his choice, for 
treatment.”’ 

On September 29, 1943, Dr. Duncan McEwan, of Orlando, Fla., made the fol- 
lowing sworn statement concerning his treatment of Mr. Pickett after the acci- 
dent of June 5, 1943: 

“He (Dewey Pickett) had an incomplete fracture of the lower end of the patella 
with a slight swelling and tenderness over this area. His knee was placed in a 
plaster cast. He complained of a great deal of pain in his shoulder but X-ray 
was negative for fracture. His arm was placed in a sling. 

“At the present time the patient still has occasional catch in his knee when 
climbing stairs and also occasional catch in his left shoulder when raising it. 
There is a very slight swelling of the knee joint. 

“He also states that since his accident he has been in a highly nervous state 
and unable to concentrate well. It is impossible to state definitely whether or 
not there will be permanent injury. At the present I would estimate he has 5 
percent permanent disability of his knee and left shoulder. It is difficult to esti- 
mate the percentage of nervous shock.” 

On July 12, 1950, Dr. Richard H. Walker, of Orlando, examined Mr. Pickett. 
On August 3, 1950, Dr. Walker submitted a report of his examination which 
reads, in pertinent part, as follows: 

‘Since the accident, the patient has continued at times to have some pain in the 
knee and also in the shoulder. He states that the knee catches at times and also 
that it swells. In the shoulder he has a dull ache in the evenings and at times he 
seems to have some feeling of weakness in the arm and some limitation of motion. 
As long as he follows a regular routine, he seems to get along very well, but any 
strenuous work or much walking up or down stairs does cause the knee to be 
painful. 

“Examination: On inspection of both shoulders, there is some atrophy of the 
deltoid as well as the pectoralis major on the right with an undue prominence of 
the head of the left humerus with definite restrictive motion, and I feel there is a 
forward subluxation of the head of the humerus. ~This subluxation does definitely 
cause the patient to have rather marked disability in the shoulder accompanied 
by more or less continuous pain and particularly pain after motion of the shoulder 
joint. 

“On inspection of both knees, there is some swelling in the left accompanied 
by a definite wasting of the quadriceps. Although the patient extends the knee 
to 180 degrees and flexes it to 65 degrees, this is done with a definite effort. Also, 
there is some distention of the superficial vessels on the thigh particularly on its 
inner aspect. There is a scar on the anterior aspect of the thigh, left, which 
occurred as a result of the accident. The stability of the joint is good. I can 
definitely feel an area of separation, which probably represents the fracture line 
and runs transversely across the patella. The feeling of weakness in the knee 
and an inability to walk up and down stairs is characteristic following a fracture 
of the patella. 
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“X-ray examination: Anteroposterior view of the left shoulder in external and 
internal rotation reveal, in the internal rotation position, there is a definite tend- 
ency toward subluxation of the shoulder. In the external position the shoulder 
is normal. 

“AP and lateral views of the left knee fail to reveal any evidence of disease. 
There is still 9 distinct line through the patella which represents the residuals of 
the fracture. 

“It is my opinion, at this time, that the patient has approximately a 50-percent 
disability in the shoulder and approximately the same amount of disebility in the 
left knee.” 

On October 6, 1950, Mr. Pickett wes examined at the base hospital, MacDill 
Air Force Base, Fia., by Capt. Raymond Menendez, an Air Force medical officer, 
and the report of such examination shows thet Mr. Pickett has a 50-percent dis- 
ability in his left knee and left shoulder. 

At the time of his injury in the accident of June 5, 1948, Mr. Pickett was earning 
approximately $150 per month as a clothing s+ lesman at the post exchange at the 
Orlando Army Airfield. His emplover paid him his wages in the amount of $150 
for 1 month following the accident. Mr. Pickett lost approximately $150 in 
wages on account of his injurv. He sustained damage to his clothing in the 
accident in the amount of $10.45. It appesrs that up to October 12, 1943, the 
claimant had ineurred medical expenses on account of his injurv in the amount 
of $25.50. The Depsrtment of the Army has no information as to any medical 
expenses incurred by the claimant since that time. No insurance or other com- 
pensation benefits have been received by the claimant on account of his injury on 
June 5, 1943. The claimant is not entitled to compensation under the United 
States Emplovees’ Compensation Act of September 7, 1916 (39 Stat. 742; 5 
U.S. C. 751), as amended, for the reason that he was not at the time of his injury 
an emplovee of the United States within the meaning and purview of said statute. 
Even if the eclsimant had been an employee of the United States within the mean- 
ing and purview of the Uniteo States Employees’ Compensation Act, as amended, 
at the time of his injury, he still would not be entitled to compensation under thst 
statute for the reason that he was not at such time engaged in the performance of 
his dutv as clothing salesman at the post exchange. 

The claimant is now 46 vears of age and he has a wife, 28 vears of age, and a 
son, 7 years of age, who ere dependent upon him for their support. 

The evidence in this case establishes that the accident in which Mr. Pickett 
was injured was not caused by any fault or negligence on his part, but resulted 
solely from engine failure of an Army airplane. The United States, therefore, 
may properly assume liability for the damages sustained by Mr. Pickett. Con- 
sidering the age, occupation and earnings of Mr. Pickett at the time of his injury, 
the nature of the injuries sustained by him, which have resulted in a substantial 
degree of permanent disability, the ptin and suffering which he has undergone, 
the property damage sustained and medical expenses incurred, and the fact that 
he has a wife and one minor child dependent upon him for their support, it is the 
view of the Department of the Army that the proposed award of $5,000 provided 
in this bill would constitute a fair and reasonable settlement for all of the damages 
sustained by the claimant as a result of this accident. The Department, accord- 
ingly, has no objection to the enactment of the bill. 

The claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U. 8. C. 1346 (b)), and as amended by the act of April 25, 1949 (63 Stat. 62), 
for the reason that the accident out of which his claim arises occurred prior to 
January 1, 1945, the effective date of said act. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army 





DEPARTMENT OF JUSTICE, 
OrFicE oF THE Deputy ATTORNEY GENERAL, 
Washington, December 20, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 3831) for the relief of Dewey 
Pickett. 
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The bill would provide for payment of the sum of $5,000 to Dewey Pickett, of 
Orlando, Fla., in full settlement of all claims against the United States arising out 
of injuries sustained by him as a result of being hit by the backlash of an Army 
airfield fence which was crashed into by an Army airplane. 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. According to that report, which is 
enclosed, it appears that on June 5, 1943, an Army airplane piloted by a com- 
missioned officer on an authorized mission crashed through a boundary fence of the 
Army airfield at Orlando, Fla, during a take-off when a sudden and unexplained 
loss of power in one or both of the engines of the plane prevented it from leaving 
the ground. Claimant, an employee of the post exchange at the airfield, was 
injured when the fence of the airfield was thrown against him by the crash of the 
plane. In addition to lacerations and abrasions, claimant suffered a fracture of the 
left knee and an injured shoulder. The X-rays indicated no fracture of the shoul- 
der, however. According to the last medical examination given claimant by his 
personal physician, he continues at times to have some pain in the knee and in the 
shoulder. A physical examination given him by Army doctors showed that he 
has a 50 percent disability in his left knee and left shoulder. 

At the time of the injury claimant was earning about $150 per month as a 
clothing salesman at the post exchange. As the result of the accident he lost 
approximately $150 in wages, sustained damage to his clothing in the amount of 
$10.45, and up to October 12, 1943, had incurred medical expenses in the amount 
of $25.50. The Department of the Army states it has no information as to any 
medical expense incurred by claimant since that time. He has received no 
insurance or other compensation benefits and is not entitled to compensation 
under the United States Employees’ Compensation Act, for the reason that he 
was not at the time of his injury an employee of the United States within the 
meaning and purview of the statute. Claimant is 46 years of age and has a wife 
and minor son dependent upon him for support. 

The Department of the Army states that the evidence in this case establishes 
that the accident was not caused by any fault or negligence on claimant's part, 
but resulted solely from engine failure of an Army airplane and that the United 
States therefore may properly assume liability for the damages sustained by 
claimant. It states that in view of all of the circumstances, it considers the 
proposed award of $5,000 to be a fair and reasonabie settlement for all of the 
damages sustained by him. The Department of the Army states that accordingly, 
it has no objection to the enactment of the bill. 

The Department of Justice concurs in the views of the Department of the Army. 

The Director of the Bureau of the Budget has advised this Office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Srare or Fiorima, 
County of Orange, ss? 

Personally appeared before me a duly authorized officer of the law empowered 
to administer oaths and take acknowledgments, Dewey Pickett, who first being 
duly sworn, deposes and says: 

That he is a citizen and resident of Orange County, Fla., and that on June 5, 
1943, while affiant was employed at the Orlando Air Base that he had started 
from his place of employment to obtain his lunch during regular lunch hour and 
while he was walking upon Robinson Avenue in the direction of Crystal Lake 
Drive he met up with a Mr. Foreman from Winter Garden, Fla., at approximately 
the corner of Robinson Avenue and Crystal Lake Drive and the two engaged in a 
conversation relative to a position which Mr. Foreman was seeking. In the 
meantime affiant and the said Mr. Foreman started walking south on Crystal 
Lake Drive and directly in front of the air base located at Orlando, Fla.; that 
after the two parties had walked a few blocks together affiant looked upward 
across the east-west runway of the airport and saw an Army fighter plane of the 
United States Army, known as a P-—38, coming across the field. Affiant then 
touched Mr. Foreman on his shoulder and shouted to him to look out and run, 
that apparently the plane was not going to leave the ground; affiant then ran north 
on Crystal Lake Drive and during the immediate period which ensued the plane 
came through the fence and crossed Crystal Lake Drive crashing into a house and 
then into a large tree in the rear of the yard. 
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Several people in the house were killed or injured and Mr. Foreman was 
knocked down and killed by the plane and while affiant did everything he could 
to avoid the plane he nevertheless was struck and knocked face down and dragged 
some distance but miraculously managed to get out from under the fence with 
which he had become entangled, and raising up observed that Mr. Foreman was 
lying on the ground and had been killed. Affiant was then carried to the hospital 
at the airbase for first aid where stitches were taken in affiant’s head and where 
it was determined that he had injuries to his left knee and shoulder. Since 
affiant was a civilian employee the hospital authorities at the base referred affiant 
to Dr. Richard H. Walker, Jr., of Orlando, Fla., a bone specialist, but at the 
particular time Dr. Walker was not in the city and affiant then went to Dr. 
Duncan McEwan, also of Orlando, Fla., who treated him temporarily for his 
injuries; that affiant’s knee and leg were put in a cast which was kept on for a 
period of 6 weeks; that a sling was placed around affiant’s arm and shoulder; 
affiant suffered 8 weeks’ loss of time and salary of approximately $300 at this time 
before he was able to return to his duties. Affiant further suffered damage to 
his clothing at the time of his accident amounting to $25 and doctars’ bills and 
medical treatment of $225, and since the time of the removal of the cast and sling 
that affiant has spent approximately $300 for doctors’ bills and medicines in an 
effort to furnish relief from the pain and suffering which ensued. 

Affiant further states that he has continuously since the accident suffered pain 
in his knee and shoulder and has been handicapped in undertaking to carry on his 
usual activities and work; that affiant is unable to stand upon his left leg without 
suffering pain and that it often swells and that there is a constant dull ache which 
increases particularly in the evenings and that there is a feeling of weakness in his 
arm and a limitation of motion; that so long as affiant refrains from walking up or 
down stairs that his knee is less painful but increases with any effort to walk up 
or downstairs; that affiant has extreme difficulty in lifting any heavy articles or in 
casting with rod and reel; that these conditions did not exist prior to the accident 
and appear to be permanent; that affiant finds himself unable to work with the 
same degree of efficiency as he did prior to the accident and feels that he has been 
permanently injured to the extent of 50 percent of his normal capacity to work and 
earn a livelihood and that these injuries are permanent. 

Affiant further states that he understands Rosa Lee Foreman (widow of the 
aforesaid Foreman) received $5,000 by special act of Congress and that the 
estates of some of the deceased persons received $5,000, and that certain of the 
other injured persons received $4,000, the names of these being unknown to affiant, 


[SEAL] Dewey Pickett. 
Sworn to and subscribed before me this 11th day of August A. D. 1950. 


ISABELLE H. MANTEY, 
Notary Public. 
My commission expires October 10, 1953. 


(™) 
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JANUARY 29, 1951.—Ordered to be printed 


fr. Mc@arran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 276] 


The Committee on the Judiciary, to which was referred the bill 
(S. 276) for the relief of Dr. Alexander V. Papanicolau and his wife, 
Emilia, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The bill grants the status of permanent residence to a medical 
doctor and his wife, who were temporarily admitted into the United 
States on January 1, 1947. The bill requires the payment of the 
head taxes and visa fees and provides for the usual quota deductions. 


STATEMENT OF FACTS 


The beneficiaries of the bill are husband and wife, 46 and 48 years 
of age respectively. He is a native and citizen of Greece and his 
wife a native of Austria and a citizen of Greece. They last entered the 
United States as visitors on January 1, 1947. The male beneficiary 
of the bill is a doctor of medicine and is an ear, nose, and throat 
specialist. 

A letter dated October 25, 1950, to the chairman of the Senate 
Comnittes on the Judiciary from the Deputy Attorney General with 
refereace to S. 3588, which was @ bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 
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OcToBER 25, 1959. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3688) for the relief of Dr. Alexander 
V. Papanicolau, and his wife, Emilia, aliens. 

The bill would provide that Dr. Alexander V. Papanicolau and his wife, Emilia, 
shall be considered to have been lawfully admitted into the United States for 
permanent residence as of the date or dates of their last entries, upon payment 
of the required head taxes and fisa fees. The bill would also direct the Secre- 
tary of State to instruct the quota-control officer to deduct appropriate numbers 
from the nonpreference category of appropriate immigration quota or quotas. 

The filed of the Immigration and Naturalization Service of this Department 
disclose that the aliens are husband and wife and were born on February 29, 
1904, in Agridio, Gortynia, Greece, and on December 5, 1902, in Brunn, Austria, 
respectively. ‘The husband is a native and citizen of Greece and a doctor of 
medicine by occupation, while his wife is a citizen of Greece by marriage. Both 
aliens last entered the United States at the port of New York, on January 1, 1947, 
and were admitted for a temporary period of 6 months under section 3 (2) of the 
Immigration Act of 1924. On January 14, 1948, their applications for extension 
of stay were denied, it appearing that they would remain indefinitely in this 
country if permitted to do so. However, they were subsequently granted several 
extensions of time within which to depart, the last being until October 15, 1948. 
On March 31, 1950, the aliens’ applications for adjustment of their immigration 
status under section 4 of the Displaced Persons Act of 1948, were denied on the 
ground that they are not unable to return to Greece because of persecution, or 
fear of persecution, on account of their race, religion, or political opinions. On 
June 5, 1950, a warrant for the aliens’ arrest in deportation proceedings was 
issued, charging them with being in the United States in violation of the Immigra- 
tion Act of 1924, in that, after admission as visitors they remained in this country 
for a longer time than permitted. 

According to testimony of Dr. Papanicolau contained in the record, he is 
residing at 4018 North Austin Avenue, Chicago, Ill., and finished 1 vear of intern- 
ship at Walther Memorial Hospital in Chicago on April 18, 1950. It appears that 
while serving such internship, he received $100 per month. He claims that he has 
real estate in Greece, his share of which amounts to approximately $5,000 and that 
his assets in the United States consist of about $500 in cash. The record indicates 
that the alien and his wife are being supported by the funds he received while 
working at Walther Memorial Hospital, and from money which they receive from 
relatives in this country. 

The quotas for Greece and Austria, to which the aliens are chargeable, are over- 
subscribed and immigration visas are not readily obtainable. The record presents 
no facts, however, which would justify granting them a preference over the many 
aliens abroad who are waiting their turn for quota numbers. To enact this bill 
would encourage other aliens to enter the United States as visitors, and then 
attempt to adjust their status to that of permanent residence, thereby obtaining 
an unjust preference over the aliens abroad who are awaiting their turn for 
immigration visas. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Paul H. Douglas, the sponsor of the bill, has submitted 
additional information to the committee with reference to the case, 
among which are the following: 


Dr. Alexander Papanicolaou entered the United States as an ear-nose-throat 
specialist with his wife, his only assistant in his private clinie in Athens, Greece, 
with the intention of becoming acquainted with the latest developments in his 
medical field. In the Meantime, conditions arising as a consequence of World 
War II and the political unrest in Greece resulted in the loss of his home, private 
clinic, all his medical equipment, and real and personal properties. He is there- 
fore deprived of the means of continuing his work in Greece and of gaining a living. 
He is fearful, furthermore, that his and his wife’s lives, because of his profession 
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and their known anti-Communist political opinions, are endangered by under- 
ground Communist persecution. 

As a result of these circumstances, he hesitated returning to his native country 
and attempted to continue his profession as an instructor. Accordingly he ac- 
cepted a position at Rumford Community Hospital, Rumford, Maine, as an 
educational director at their school of nursing. He was obliged, however, to 
relinquish this position as an unpaid employee because he was refused extension 
of his visa at the time. 

Since one must have a license from a State medical board to practice his profes- 
sion in this country, he served his internship as a first step in obtaining this 
license. He cannot proceed further in this direction, however, since the law 
requires that doctors applying for a license must have their first citizenship papers, 
which he cannot obtain without a change of status. And since he is also unable 
to become a resident in a hospital without a license, he continues his studies in 
the hope that his status will be changed, thus enabling him to take the license 
examinations in October. 

3ecause he lacks a license he has declined numerous offers to accept various 
positions and is now supported financially by his brothers, Andrew, with whom he 
is living, and George, a resicent of Eseordido, Calif A copy of the latter’s 
affidavit, making himself responsible for the care and livi of Dr. and Mrs. 
Papanicolaou, was included with their records at the United States consulate in 
Athens, Greece.) 

In the enclosed statement, he certifies that he neither has nor is engaged in any 
activities whatsoever, and also submits a certificate, that he has never been 
convicted of any offense. 


ng 
1 i 


RUMFORD ComMuUNITY HospPITAL, 
Rumford, Maine, November 30, 1948. 
To Whom It May Concern: 

Dr. Alexander Papanicolaou came to this hospital on September 12, 1948, and 
as we had no educational director for our school of nursing at that time, we asked 
him to accept this position. 

He stated that until such time as he had permission from the immigration 
authorities to do so, it would be impossible for him to accept this position as a 
paid employee. 

As we needed an educational director for our school and as it was impossible to 
obtain housing facilities, we asked him to stay until such time as he could obtain 
permission to remain longer in this country. 

In view of the fact that he has been refused permission to remain in this country 
we would like to add that his leaving will be a loss to us and that should any change 
be made with regard to his status in the United States, it would be our earnest 
desire to have him again undertake the duties which he now has to relinquish. 

We are glad to vouch for his personal integrity and professional efficiency. 

Rumrorp CommuNitry HospIrTAu, 
HENEL Goopwin, R. N., Superintendent, 
ALBERT P, Royatn, M. D., Staff President. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 276) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany 8. 417] 


The Committee on the Judiciary, to which was referred the bill 
(S. 417) for the relief of Sui Ken Fong and Sui Tung Fong, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The sole purpose of the bill is to provide for the admission into the 
United States of two minor Chinese children who have been adopted 
by Soo Wing Fong, a citizen of the United States. The beneficiaries 
of the bill would be considered to be nonquota immigrants which is 
the status normally enjoyed by the alien minor children of United 
States citizens. 

STATEMENT OF FACTS 


The beneficiaries of the bill were born in Chin aon July 1, 1935, and 
February 2, 1933, respectively. After the death of their parents they 
were adopted according to Chinese custom, by Mrs. Soo Wing Fong 
who has been admitted to the United States for permanent r sidence 
as the wife of a United States citizen. A formal adoption petition has 
been filed by Mr. Soo Wing Fong in the county court, Milwaukee, Wis. 

A letter dated November 13, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
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reference to S. 3869, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 


Washington, November 13, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3869) for the relief of Sui Ken Fong 
and Sui Tung Fong. 

The bill would provide that the provisions of section 4 (a) of the Immigration 
Act of 1924, as amended, pertaining to unmarried children under 21 years of age 
of a citizen of the United States, shall be held to be applicable to Sui Ken Fong 
and Sui Tung Fong, and that they shall each be considered to be the alien natural- 
born children of Soo Wing Fong, a United States citizen. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Sui Ken Fong and Sui Tung Fong are natives and citizens of China, 
of the Chinese race, and that they were born in Onylea Village, Kwangtung 
Province, on July 1, 1935, and February 2, 1933, respectively. They were 
adopted according to Chinese custom in 1943 by Mrs. Soo Wing Fong after the 
death of their parents, without the knowledge of her husband, who was at that 
time residing in the United States. After their adoption the two boys resided 
with their adoptive mother prior to her admission to the United States on June 
14, 1948, as a nonquota immigrant, the alien wife of a United States citizen. 
She stated that she and Mr. Fong were married on April 1, 1937, in China. Mr. 
Fong stated that, though he had not known of Mrs. Fong’s intention to adopt the 
children, he is in complete accord with the proceeding and that when his wife 
apprised him of the alleged adoption he increased her allowance. After she came 
to this country they filed on June 5, 1950, an adoption order and notice of hear- 
ing in the Milwaukee County Court, Milwaukee, Wis., which it appears cannot be 
considered prior to January or February of 1951, the contemplated time for com- 
yletion of the investigation of adoption cases by the Wisconsin Department of 
Public Welfare and the adoption division of the court. 

Mr. Fong, the alleged adoptive father, stated that he was a friend of the 
children’s natural father, and that he had unsuccessfully attempted to obtain visas 
for them and had paid for their transportation to this country at the same time he 
had paid for his wife’s. He further stated that it is his desire that they shall share 
in his home exactly the same as his blood children. 

The two alien boys are chargeable to the quota for Chinese persons, which is 
oversubscribed, and immigration visas are not readily obtainable. Alien Chinese 
natural children of United States citizens are precluded from obtaining a nonquota 
status by the provisions of the act of December 17, 1943, as amended by the act 
of August 9, 1946. The record in the instant case presents no justification for 
granting these aliens a preference over such natural alien children of United States 
citizens by the enactment of special legislation exempting them from the quota 
requirements of the immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment 
of this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Alexander Wiley has submitted the following information 
with reference to the beneficiaries of the bill: 


MILWAUKEE 2, Wis., June 30, 1950. 
Re two adopted children of Mr. and Mrs. Fong 


Senator ALEXANDER WILEY, 
, Senate Office Building, Washington, D. C. 


Dear Senator WIiteEy: This is an earnest request for private legislation by 
Congress to enable the two above orphaned children, aged 15 and 16, now in the 
vicinity of Hong Kong, to come into the United States under the provisions of 
section 4 (a) (of Immigration Act of 1924 as amended). A draft provision of the 
facts in this case required for such a private bill is attached. 

This application is being made on behalf of Mr. 8. W. Fong, of Milwaukee, who 
is an American citizen. The father of these two orphans was also an American 
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citizen and lived at Milwaukee until 1940 and died in China in 1941, being 
beheaded by the Japanese while being helpful to his family and to Mr. Fong’s 
family, then in China during the Japanese military operations there before Pearl 
Harbor. 

In August 1947 in the above matter, written application had been made on 
behalf of Mr. 8S. W. Fong, an American citizen living at Milwaukee, to the central 
office of the Immigration Service then at Philadelphia for immigration visas for 
the above adopted children of an American citizen, in addition to immigration 
visas for his alien wife and his two blood children who were American citizens. 

In September 1947 reports on these applications of the Immigration Service 
were forwarded by them in regular course to the Visa Division of the State De- 
partment at Washington for transmission to the American consul at Canton, 
China. 

Between September 1947 and November 1947 and subsequently to June 1948, 
Mr. Fong personally appeared at the American consulate in Canton, China, with the 
two above adopted orphans who have the general character of displaced persons 
because their parents had died in 1941 in connection with the Japanese occupation 
of China in the area of Canton in Kwangtung Province. Mr. Fong and his wife 
had the loco parentis “responsibilitv’’ toward these orphans because Mr. Goon, 
the father of these two adopted children, had left Milwaukee in 1940 where he had 
been associated in business with Mr. Fong, to go to China to look after not only 
his own family but Mr. Fong’s family as well at a “‘free’’ inland village at a time 
of the Japanese occupation of the coast area of China after they had seized the 
local areas of Hong Kong and Canton. 

After Mr. Goon was beheaded by the Japanese military, his wife died of heart- 
break and Mrs. Fong then took these two orphans into her household and cared 
for them until she left for the United States in June 1948, on her own visa as Mr. 
Fong’s wife. 

In October 1949, Mr. Fong’s two United States citizen sons came to the United 
States via Northwest Airlines from Hong Kong. The family now lives at Mil- 
waukee where Mr. Fong has both a restaurant and a home. 

The two orphans referred to are being maintained in China in the vicinity of 
Hong Kong by Mr. and Mrs. Fong by remittances from Milwaukee. 

When the Japanese occupied the village in which Mrs. Fong and these children 
lived in the interior of China during the war, Mrs. Fong fled to the hills with the 
children of Mr. Fong and herself and took these two orphans along and kept them 
all alive and fed during the trying war days of Japanese occupation of South China. 

It appears that in the present civil war in China that the civil authorities in 
the village, district, and province and of the Central Government with whom Mr. 
Fong dealt when he was in China in 1947 and 1948 have fled for their personal 
safety and have been replaced by representatives sponsored by the present domi- 
nant civil war government and army. ‘This civil government turn-over is com- 
plete in the area where these orphans were raised from 1941 to 1948 by Mrs. Fong. 

Secause of the American-citizen connection of these two orphans and the 
American relationship and because of the strong-arm direct action (capital levy) 
manner of raising taxes (so-called) by local military in this area in China, Mr. 
Fong fears that in addition to their lives being endangered by possible starvation, 
that they might be impressed into communistic labor or army battalions being 
levied on orphans and on children above 16 years, and on families who don’t pay 
cash levies to the local military tax collectors, so-called, and that with the critical 
financial condition and direct method of raising local levies, that they might become 
hostages of the present local military dictators in the area as their father was of the 
Japanese military occupation. The press reports this area is being recanvassed 
and also recanvassed for more money, food, and labor battalions to be sent to 
Russian-dominated Manchuria, 

These children’s father lost his life by being beheaded by his Japanese captors 
when Mr. Fong and his associates at Milwaukee did not respond to a $2,500 ran- 
som demand in proffered exchange for the life of Mr. Goon when he was taken 
into custody by the Japanese military in 1941 after the Japanese military found 
out that Mr. Goon had American connections and a possible source of ransom 
payment. 

While Mr. Fong and his associates at Milwaukee were trying to raise the ransom 
money a letter was received by Mr. Fong that the obvious delay of Mr. Fong in 
remitting the $2,500 ransom indicated that the ransom might not be forthcoming 
and that they had therefore beheaded Mr. Goon. I saw these letters. These 
orphans’ mother became heartbroken in her bereavement and shortly died after 
her husband, thus leaving these two children orphans. They both were then 
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adopted by Mr. and Mrs. Fong and given life-saving sustenance and care at 
times when the neighbors round about were dying like flies from starvation and 
from the effect of the Japanese occupation during World War II and the malad- 
justment period afterward. 

Mrs. Fong, by virtue of her indomitable spirit, and such funds as she received 
from her husband at Milwaukee, and her interest in keeping alive her neighbors in 
addition to these two children and her own children, accomplished their survival 
where they otherwise might have died as many others did during the convulsed 
period of Japanese conquest in China in World War II. 

Mrs. Fong also had relatives in the United States Armed Forces in World War 
II for whose cause she kept the faith in China in the above matters as well as in 
other respects as a pro-American partisan. 

Mr. and Mrs. Fong at Milwaukee have filed regular legal adoption proceedings 
to adopt each of these two orphans to whom they stand in loco parentis. An 
authenticated copy of cach petition is attached showing a picture of each of these 
orphans. The court has heard a preliminary statement of facts in each case and 
has acknowledged jurisdiction and has indicated favorable final action in due 
course. 

For the reasons given we earnestly solicit the support of yourself and of the 
Congress and the committees and departments concerned for this proposal which 
I strongly feel will be in the American interest. 

Yours very truly, 


H. Wiri11aM [nrie, 
Attorney for Mr. and Mrs. S. W. Fong. 


N. B.—If I can be helpful to anyone to whose attention this matter might come, 
I will be glad to personally present the corroboration of the facts herein presented. 


| ee 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 417) should be enacted. 


O 
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JANUARY 29, 1951.—Ordered to be prii 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


j 


{To accompany 8. 427] 


The Committee on the Judiciary, to which was referred the bill 
(S. 427) for the relief of Nene Baalstad, having considered the same, 


reports favorably thereon without amendment and recommends that 
the bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Nene Baalstad. The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 52-year-old native and citizen of 
Norway who entered the United Sti ies on December 15, 1947, as a 
visitor. She is an opera singer and voice teacher, and it is stated that 
her services would be of great value in this field. She has no close 
relatives in Norway, but has numerous relatives in the United States 

A letter dated August 24, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with refer- 
ence to 8. 2983, which was a bill introduced in the Eighty-first Con- 
gress for the relief of the same alien, reads as follows: 

DEPARTMENT OF JUS1 
Washington, August 2 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 2983) for the relief of Nene Baalstad, 
an alien, 
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The bill would provide that Nene Baalstad shall be considered to have been 
lawfully admitted for permanent residence as of the date of her last entry into 
the United States, upon payment of the required head tax and visa fee. The bill 
would further direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Nene Baalstad is a native and citizen of Norway, having been born 
in Halden, Norway, on September 19, 1898. She first arrived in the United States 
at New Orleans, La., on December 15, 1947, when she was admitted as a tem- 
porary visitor for 6 months under section 3 (2) of the Immigration Act of 1924. 
During May 1948, she twice departed to Canada for the purpose of making 
application for a quota immigration visa at the American consulate, Vancouver, 
Canada. She reentered at Blaine, Wash., each time, to resume her original 
visitor’s status. The alien has been granted several extensions of her temporary 
stay, the last of which expires on January 22, 1950, and she was subsequently 
given until March 15, 1950, within which to depart from the United States. 

Miss Baalstad, who is not married, has no close relatives in Norway, her parents 
being deceased. Since her arrival in this country she has been visiting with 
one of her two cousins who reside in Chicago, Ill., and is being supported by this 
relative and friends. The alien testified that she is an opera singer and voice 
teacher by occupation, and that she desired to take voice lessons in Chicago. 

The quota for Norway, to which Miss Baalstad is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The record presents no facts, 
however, which would justify granting her an exemption from the requirements 
of the immigration laws. In recent years, many aliens have entered the United 
States as temporary visitors and thereafter endeavor to remain permanently. 
The enactment of special legislation in Miss Baalstad’s behalf would undoubtedly 
encourage others, in whose cases immigration visas are not readily obtainable, 
to seek exemption from the general immigration laws. 


Accordingly, the Department of Justice is unable to recommend enactment 
of the bill. 


Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Alexander Wiley has submitted the following information 
with reference to the beneficiary of the bill. 
Cuicaco, Inu., May 18, 1950. 
Hon. Pat McCarran, 
Chairman the Senate Judiciary Committee, 
Washington, D. C.: 


In connection with the bill, S. 2983, I hereby am submitting the following 
information in regard to the questionnaire: 


Question No. 1 


I arrived to the United States of America on the Norwegian motor yacht 
Stella Polaris of Bergen on December 15, 1947, at the port of New Orleans on a 
visitor’s visa. While visiting my relatives iu Seattle I made two trips up to 
Canada. The last one was one of the first days of May 1948. Can’t tell the 
exact day, as my passport is at the immigration office here in Chicago. 

Question No. 2 


Since I arrived in the United States I have been visiting and living with rela- 
tives and’friends in Los Angeles, Calif., San Francisco, Calif., Seattle, Wash., 
Chicago, Ill., Sturgeon Bay, Wis., Philadelphia, Pa., and New York. I have 4 
aunts and uncles here in the United States, 12 first cousins, and lots of second 
cousins and friends. At present time I am living with some friends here in 
Chicago. I also have been studying different vocal teachers’ voice training at 
the different places I have been visiting. 


Question No. 3 
I am supported by relatives of mine here in the United States. 
Question No. 4 


Answer is “No.” I desired to come to this country in 1940 following the death 
of my mother (my father having previously died), but occupation of that country 
hy German troops prevented this. I was the only child and have no closer kin 
than my relatives here in this country. 
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Question No. 5 
Answer is ‘‘No.”’ 


Sincerely, 
NENE BAALSTAD., 


Wisconsin CoLLeGE or Music, 
Mitwaukee, Wis., November 4, 1950. 
Senator ALEXANDER WILEY, 
United States Senate, Washington, D. C. 

Hon. Senator WILEY: The Wisconsin College of Music is vitally interested in 
obtaining Madame Nene Baalstad for its voice faculty. Because of the tre- 
mendous musical background which she has, we feel that Milwaukee would benefit 
most greatly by having her abilities available to the students of the city. 

Anything you can do to make it possible for the college to employ her will be 
greatly appreciated. 

Thanking you for your kind consideration in this matter, and hoping it will be 
favorably decided, we are 

Respectfully, 
ErvinGc Mantey, Musical Director. 


Tue Curtis INnstirure or Music, 
Philadelphia Pa., June 17, 1949. 
To Whom It May Concern: 

This will introduce Mme. Nene Baalstad, opera singer and voice teacher. 

I knew Mme. Baalstad as an artist and friend for many years when she lived 
in Europe. She is a magnificent artist and teacher. I have had the opportunity 
to hear her students in concert in Oslo, and all showed excellent artistry and vocal 
development. 

I recommend her very highly and I am sure it would be a great asset to any 
musical institution to have her on the faculty. 

Sincerely yours, 
Marion LEKELY FRESCHL, 
Head of Voice Department. 


FourtH PRESBYTERIAN CHURCH, 
Chicago, Ill., May 24, 1950. 
Hon. ALEXANDER WILEY, 
Senate Office Building, Washington, D. C. 


Dear Senator Wi ey: I am writing you in behalf of Miss Nene Baalstad, 
whose Senate bill for permission to remain permanently in the United States 
is now pending. 

Miss Baalstad, now a resident of Chicago, has become a member of the Fourth 
Presbyterian Church, coming to us from the Lutheran Church of Norway. She is 
an earnest Christian, faithful to her church, and has made many friends, 

Miss Baalstad is a trained singer and is desirous, upon being granted permission 
to remain in the United States, of becoming affiliated with one of our music 
schools as a teacher, thus making a contribution to the life of our country through 
her musical talents. 

I sincerely believe that Miss Baalstad would make an excellent citizen and I 
encourage you to seek passage of the Senate bill in her behalf. 

Sincerely yours, 
HARRISON Ray ANDERSON, Pastor. 





Srurceon Bay, Wis., August 11, 1950. 
Senator ALEXANDER WILEY, 
Senate Office Building, Washington, D. C. 

Dear SENATOR WILEY: I am very much interested in seeing, if possible, that 
Nene Baalstad be permitted to remain in this country and to make it her per- 
manent residence. 

I have been acquanted with her since she first came to Sturgeon Bay approxi- 
mately 2 years ago. She is a woman of very splendid character, has a great deal 
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of ability and in my humble opinion would be an asset to the Government as well 
as to the people of this country. 

I understand that you have introduced a bill to help her, if possible, to obtain 
legal entry to this country and to obtain permanent residence here. I would 
greatly appreciate it and I know many persons in this community would also 
appreciate it very much if you would use your very best effort to have this bill 
passed, as I am sure you will. 

I would greatly appreciate it if you would advise me as to what progress has 
been made. However, understand from your last letter that the Attorney 
General’s office has received some information from the Immigration and Natural- 
ization Service and will make recommendations to the committee. I do not know 
what the recommendations might be, but at any rate I do know that Miss Baalstad 
has received some very splendid letters of recommendation from many people in 
this country and is very highly recommended by the Chicago Conservatory, 
University of California, and the Curtis Institute of Music and has the original 
letters to substantiate this fact. 

You may rest assured that anything you wil! do will be appreciated by many 
people in this community. 

Thanking you very much I am, 

Yours very truly, 
Epwarp G. MINorR, 
Attorney at Law. 


THe CHicaco CONSERVATORY, 
Chicago 5, Ill., November 13, 1950. 
Senator ALEXANDER WILEY, 
United States Senate, Washington, D. C. 


Dear SENATOR WILEY: I understand that action has been reopened on your 
bill, S. 2983, regarding Miss Nene Baalstad, a citizen of Norway, who desires 
permission to remain in this country to establish American citizenship. 

While Miss Baalstad is listed on our faculty as an opera coach, we have been 
deterred from employing her service due to the controls imposed by her present 
visa. We feel that the addition of Nene Baalstad’s name to the roster of fine 
singers and teachers in America would be a valuable asset to both cultural and 
educational life. She has a distinguished background and extensive experience 


in music and doubtless would fill a special place here in our own great country. 

I trust your bill, 8. 2983, for Miss Baalstad may be approved. Her record during 
her stay in this country for the past 4 years is evidence of her desire to become a 
loyal American citizen. 

Very truly yours, 


JEANNE Howarp, Registrar. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 427) should be enacted. 


O 
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Janvary 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{fo accompany 8, 448] 


The Committee on the Judiciary, to which was referred the bill 
(S. 448) to confer jurisdiction on the Court of Claims to hear, deter- 
mine, and render judgment upon a certain claim of the Board of 
County Commissioners of Sedgwick County, Kans., having consid- 
ered the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to confer jurisdiction on 
the Court of Claims to hear, determine, and render judgment upon, 
notwithstanding any law to the contrary, the claim of the Board of 
County Commissioners of Sedgwick County, Kans., against the 
Government of the United States on account of delinquent real-estate 
taxes for the tax years 1944, 1945, 1946, and 1947 assessed and levied 
against three tracts of land in sections 11 and 14 of township 28 south, 
range 1 east, of the sixth princrpal meridian, in Sedgwick County, 
Kans., constituting the aircraft factory and grounds owned in such 
vears by the Defense Plant Corporation and the Reconstruction 
Finance Corporation and leased to the Boeing Airplane Co. and 
transferred on or about February 25, 1948, by the Reconstruction 
Finance Corporation to the United States subject to unpaid taxes for 
said 4 years. The court would determine the amount of said taxes 
and render judgment in favor of said Board of County Commissioners 
of Sedgwick County, Kans., and against the United States for the 
amount of any such taxes which such court may find and adjudge to 
have been lawfully assessed against such real estate and remaining 
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due and unpaid. In order to come under the provisions of this act, 
suit must be instituted within 60 days after the date of enactment 
of the act. 

The bill specifically precludes the inclusion, in any action brought 
under the authority of this act, any item for “penalties, interest, and 
charges in connection with said taxes.” 


HISTORY OF LEGISLATION 


Early in the Eighty-first Congress H. R. 7854 was passed by both 
the House of Representatives and the Senate. It included, in addi- 
tion to the taxes herein included, an item for penalties, interest, and 
charges. Said bill did not receive the approval of the President and 
did not become law. The reason for the President’s objection was 
the inclusion of the item for penalties, interest, and charges. Subse- 
quently, S. 4205, Eighty-first Congress, was introduced, in which the 
objectionable items of penalties, interest, and charges were removed. 
S. 4205 was favorably acted upon by the committee and was, on 
December 21, 1950, favorably reported to the Senate in Senate 
Report 2692. In the final days of the Eighty-first Congress, said bill 
was not acted upon. 

STATEMENT 


Certain land near Wichita was, during the years 1944, 1945, 1946, 
and 1947 (or parts of said years) owned by the Defense Plant Corpora- 
tion and the Reconstruction Finance Corporation. In 1948 the 
RFC conveyed the real estate in question to the United States of 
America, the conveyance by its terms reciting that said transfer was 
“subject to unpaid taxes for the years 1944, 1945, 1946, and 1947.” 
The taxes have not been paid. 

Various legal proceedings have been commenced to determine the 
amount and liability of the Government for these taxes. But no 
other action can be maintained because the consent of the United 
States has not been obtained for the United States to be sued. This 
bill merely grants said consent and permits the local taxing authorities 
to have a judicial determination of the liability for said taxes, and the 
amount thereof. 

Attached hereto and made a part of this report by reference is the 
statement of fact appearing in Senate Report 2692, to accompany S. 
4205, Eighty-first Congress. Said statement gives a complete detailed 
statement of the facts upon which this matter is based. 

Also attached hereto and made a part of this report is the letter of 
August 15, 1950, to Congressman Celler from the Reconstruction 
Finance Corporation. 





[H. Rept. No, 2843, 81st Cong., 2d sess.] 
STATEMENT OF FACT 


During 1944, 1945, 1946, and 1947 the real estate constituting the Boeing Air- 
plane factory near Wichita in Sedgwick County, Kans., was owned by the Defense 
Plant Corporation and the Reconstruction Finance Corporation (ownership being 
transferred from Defense Plant Corporation to Reconstruction Finance Cor- 
poration by Public Law No. 129, 79th Cong., enacted July 1, 1945). 

In each of those 4 years Sedgwick County levied real-estate taxes against the 
property under the authority of section 10 of the Reconstruction Finance Corpora- 
tion Act (title 15, U. S. C. A. 601 et seq., January 22, 1932) which provides that: 
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“Any real property of the Corporation (DPC or RFC) shall be subject to State 
or local taxation to the same extent according to its value as other real property 
is taxed (15 U. S. C. A. 610, since amended and now sec. 607).”’ 

The theory of the ew was that by this provision Congress had expressly 
waived the exemption of this property from State taxation and had made the 
property of DPC and RFC private property, as it were, for the purpose of State 
and local taxation, although it remained public property for all other purposes. 
(See Rorough of Homestead v. Defense Plant Cor poration 52 Atl. 2d 581), a case 
in which a steel mill owned by the Defense Plant ¢ orporation was hi vm to be sub- 
ject to State and local taxes in Pennsylvania under similar circumstances. 

Neither the DPC nor the RFC paid anv of the real-estate taxes for any of the 
4 vears, although they paid such taxes in other Stat es. In September 1945, 
pursuant to the Kansas tax laws the property was sold for the oo taxes, penal- 
ties, interest, and charges, and was bid in by the county. The taxes for the three 
later vears, upon becoming delinquent, were added to the amount of delinquent 
taxes against the peCeres. 

On February 25, 1948, by quitclaim deed the Reconstruction Finance Corpora- 
tion conveved the real estate to the United States of America, the deed by its 
terms reciting that said transfer and conveyance was “‘subject to unpaid taxes for 
the vears 1944, 1945, 1946, and 1947.”’ The taxes are still delinquent and unpaid, 
and the State of Kansas, county of Sedgwick, and the township and school 
districts involved are being deprived of their respective shares of these t ; 
No taxes have been assessed against the property since the title was transferred 
to the United States February 25, 1948. 

When the county, which is the sole tax-collecting agency, attempted to foreclose 
the tax lien, in the method pr the d by the Kansas tax laws after at least 3 vears’ 
delinquencies have accrued, the United States Government and the Reconstruc- 
tion Finance C orporation resisted the foreclosure on the ground that the property 
is now owned by the United States as shown by the art said recorded quitclaim 
deed and that, being property of the United States, no action can be maintained 
to collect the delinquent taxes, interest, penalties, and charges. 

The State court sustained demurrers to the foreclosure petition on the ground 
that the United States, now being the owner, was an indispensable party to the 
proceeding; and, since the United States had not consented to be sued in any 
court in such a case, the county could not proceed with the action. No action 
can be maintained against RFC since under Kansas law no action to collect 
delinquent real-estate taxes can be maintained against a former owner of the 
property. 

An act such as proposed in this bill is required to give the county its day in 
court by bringing an action against the United States in the Court of Claims to 
determine whether these taxes were lawfully assessed and should be paid. 

As the matter now stands, there appears to be no adequate provision of law for 
court action, because of lack of statutory consent of the United States to be used. 

In the foreclosure action in the State court which was dismissed for lack of 
consent of the United States to be sued, the Department of Justice contended that 
the action could not be maintained without such consent and also contended that 
the taxes were not lawfully assessed against the property. The theory underlying 
the latter contention was that, while Congress had consented to the taxing of real 
estate owned by the DPC and the RFC, the act of Congress given that consent 
was ineffective as to this property in Kansas unless and until the Kansas Legisla- 
ture should thereafter change or repeal the provision of the Kansas tax statute 
which states that ‘‘all property belonging exclusively to the United States shall be 
exempt from taxation’’ (79-201, General Statutes of Kansas, 1935). The county 
contends that when Congress waived the tax exemption as to real estate owned by 
the DPC and RFC, that exemption provision of the Kansas statute no longer 
applied to this property, and that the property was subject to taxation the same as 
privately owned real estate under the General Tax Statute of Kansas (79-101, 
General Statutes of Kansas, 1935), which states ‘‘that all property in this State, 
real and personal, not expressly exempt therefrom, shall be subject to taxation.” 

One of the principal arguments made by the county in support of its contention 
is that the exemption of property owned by the United States from State and local 
taxation was not granted by and does not flow from any constitutional or statutory 
provisions of Kansas law but rather from the general principle of sovereignty 
which prohibits subordinate governmental bodies from taxing property of the 
sovereign. The courts, including the United States Supreme Court, have 
repeatedly held since the decision in Van Brocklin v. Anderson (117 U.S. 151, 
65. Ct. 670 (1885)) that such provisions in an act of Congress regarding admission 
of a State and in acts or resolutions of State legislatures accepting such provisions 
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and in State statutes providing for the exemption of property owned by the 
Federal Government are not the basis of the immunity of Government property 
from location taxation. As said by the United States Supreme Court in the Van 
Brocklin case: ““They are but declaratory, and confer no new right or power upon 
the United States.” 

The county also contends that, as said in Syllabus 2, Central Pacific Railroad 
Co. v. State of Nevada (162 U.S. 512, 16 S. Ct. 885): 

“No action on the part of a State or its legislature is necessary to signify its 
acceptance of the authority conferred by a Federal statute for the taxation of 
interests in public lands.” 

Exemption of its property from taxation being a privilege of the Federal Gov- 
ernment, Congress had a right to waive that immunity and did so as to this prop- 
erty when it provided in the Reconstruction Finance Corporation Act that “any 
real property of the Reconstruction Finance Corporation shall be subject to State 
or local taxation to the same extent according to its value as other real property 
is taxed.”” Having waived that immunity, this property was not “property 
owned exclusively by the United States” but was property owned by an instru- 
mentality of the United States which Congress had seen fit to make subject to 
local taxation the same as privately owned real estate. 

Hence, since the land is now owned by the United States by reason of the 
transfer of the title from the Reconstruction Finance Corporation to the United 
States “subject to unpaid taxes for the vears 1944, 1945, 1946, and 1947,” and no 
court action can be maintained by the county because Congress has not consented 
that the United States may be sued in such cases, the county has requested the 
enactment of this bill in order that these disputed questions may be adjudicated in 
the Court of Claims. 

Therefore, your committee recommends favorable consideration to the bill. 





RECONSTRUCTION FINANCE CORPORATION, 
Washington, August 3, 1950, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Ceuuer: This is in response to your letter of April 10, 1950, request- 
ing a report on H. R. 7854, a bill to confer jurisdiction on the Court of Claims to 
hear, determine, and render judgment upon a certain claim of the Board of County 
Commissioners of Sedgwick County, Kans. 

The bill would confer jurisdiction on the Court of Claims to adjudicate the 
claim of the Board of County Commissioners of Sedgwick County, Kans., against 
the Government of the United States on account of delinquent real-estate taxes, 
penalties, interest, and charges for the tax years 1944 to 1947 assessed against 
property in Sedgwick County, constituting the aircraft factory and grounds owned 
in such years by the Defense Plant Corporation and the Reconstruction Finance 
Corporation and leased to the Boeing Airplane Co., and thereafter transferred by 
RFC to the United States subject to unpaid taxes. The Court of Ciaims would be 
authorized to render judgment against the United States for the amount of any 
such taxes, penalties, interest, and charges which the court may find and adjudge 
to have been lawfully assessed against such property and remaining due and un- 
paid. The facts in this case, as disclosed by our files, are as follows: 

Following a request submitted by the War Department (Air Corps) the Defense 
Plant Corporation, a wartime subsidiary of the Reconstruction Finance Corpora- 
tion, entered into a lease agreement with Boeing Airplane Co., dated June 5, 1941, 
which provided, among other things, for the establishment of a plant for the 
manufacture of aircraft and aircraft parts near Wichita, Kans., and for DPC’s 
leasing such plant to Boeing. 

Paragraph 20 of the lease agreement provided as follows: 

“Twentv: Lessee agrees to pay to the proper authority, when and as the 
same become due and payable, except to the extent included in the Construction 
Program, all taxes, assessments, and similar charges (other than local improve- 
ment assessments) at any time during the term of this lease or any extension 
thereof may be lawfully taxed, assessed, or imposed upon Defense Corporation or 
Lessee with respect to or upon the Plant and the enlargement thereof, or the 
Machinery, or any part thereof, or upon the occupier thereof or upon the use of 
the Plant and the enlargement thereof or the Machinery; provided, however, that 
nothing herein contained shall be construed to obligate Lessee to pay sales or use 
taxes in connection with the Program.” 
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It appears that Boeing also entered into a contract with the War Department 
under which it agreed to supply to the Air Corps certain types of military aircraft 
and aircraft parts produced in said plant. The War Department or the Air 
Corps agreed to reimburse Boeing for the costs incurred in the production of such 
aircraft and parts, which would include taxes paid by Boeing in accordance with 
the above-quoted provision of the lease agreement. 

Defense Plant Corporation was dissolved on July 1, 1945, pursuant to Publie 
Law 109 (79th Cong., approved June 30, 1945), and all of its functions, assets, and 
liabilities were transferred to the Reconstruction Finance Corporation. On 
July 26, 1946, the above-mentioned lease agreement was terminated, and soon 
thereafter the real property was declared surplus to War Assets Administration. 


Boeing did not pay the taxes levied upon the real property covered by the lease 
for the years 1944-46. It appears to have been Boeing’s contention that the 
property was not subject to taxation, that the taxes for the years 1944-46 were 
not lawfully assessed, and that Boeing was not obligated to pay such taxes 


It also appears that the Air Corps would not improve reimbursement to Boeing 
in the event such taxes were paid, since the Comptroller General of the United 
States had indicated that it was his view that such property was not subject to 
taxation under the laws of Kansas relating to the taxation of real property owned 
by the Federal Government. 

Boeing petitioned the district court of Sedgwick County, Kans 
tory judgment, declaring that real property owned by RFC is exer 
tion under Kansas law. On appeal from the decision of the district court sustain- 
ing a demurrer to the petition, the Supreme Court of Kansas dismissed the 
petition, holding that inasmuch as Boeing was not the owner of the property 
against which the taxes had been assessed no controversy existed between Boeing 
and the tax officials which was adjudicable under the Declaratory Judgment Act 
of Kansas. 

Whether jurisdiction should be conferred upon the Court of Claims to render 
judgment in favor of the board of county commissioners against the United States 
for such amount of “‘taxes, penalties, interest, and charges’’ as the court may 
find to have been lawfully assessed against the property of which Boeing was 
the lessee, seems to us to be a matter for determination by your committee after 
consideration of all the facts in the case. So far as this Corporation is concerned 
we would have no objection to the referral of the case to the Court of Claims. 
However, it is suggested that your committee may wish to give consideration to 
the question whether the United States should be exposed to a judgment not 
only for taxes but also for penalties, interest, and charges, as is provided in lines 
9, 10, and 13 on page 2 of the bill. 

Since your committee may wish to hold heerings on this bill in the near future, 
this report is being transmitted in advance of clearance with the Bureau of the 
Budget, to which copies are being sent. I am therefore unable to advise you at 
this time regarding the relationship of this proposed legisiation to the program 
of the President. 


Sincerely vours, 





Harvey Hise, Chairman. 


Also attached hereto is copy of memorandum of disapproval, dated 
September 28, 1950, in which is given the reason said former bill 
(H. R. 7854) was not approved. 


MEMORANDUM OF DISAPPROVAL 


I am withholding approval ot H. R. 7854, to confer jurisdiction on the Court 
of Claims to hear, determine, and render judgment upon a certain claim of the 
Board of County Commissioners of Sedgwick County, Kans 

The bill confers jurisdiction upon the Court of Claims to hear, determine, and 
render judgment upon the claim of the Board of County Commissioners of Sedg¢- 





wick County, Kans., against the Government of the United States on account 
of delinquent real-estate taxes for the tax years 1944, 1945, 1946, and 1947 
(together with penalties, interest, and charges) assessed and levied against three 
tracts of Jand in Sedgwick County, constituting the aircraft factory and grounds 


owned in such years by the Defense Plant Corporation and the Reconstruction 
Finance Corporation and which were leased to the Boeing Airplane Co., and 
ransferred on or about February 25, 1948, to the United States. The measure 
aiso provides that the court shall determine the amount of taxes, penalties, interest, 
and charges, and render judgment in favor of the board of county commissioners 
against the United States for the amount of any of such items which the court 
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may find and adjudge to have been lawfully assessed against the real estate and 
remaining due and unpaid. 

The record shows that title to certain lands and buildings in Sedgwick County, 
Kans., was vested during those years in the Reconstruction Finance Corporation. 
The Corporation leased these lands to the Boeing Airplane Co. for the manu- 
facture of aircraft under the contract with the Air Force. Under the provisions 
of the lease agreement, Boeing was responsible for any taxes validly assessed and 
the United States was in turn required to reimburse Boeing under a cost-plus- 
fixed-fee contract. The county taxing authorities levied taxes upon the real 
estate in question for each of the years 1944, 1945, 1946, and 1947, which taxes 
have not been paid. On February 25, 1948, the Reconstruction Finance Cor- 
poration conveyed the property to the United States. Thereafter, the county 
commissioners instituted an action in the district court of Sedgwick County to 
foreclos2 a lien for taxes on the property. The action was dismissed by the court 
on the ground that it was a suit against the United States and the United States 
had not consented to be sued. 

I find objectionable those provisions in the bill which authorize the court to 
render judgment in favor of the county and against the United States for the 
amount of any penalties, interest, and charges, in connection with the taxes 
levied by the board of county commissioners. To impose a liability upon the 
Federal Government for such penalties, interest, and charges is inconsistent with 
the sound and long-established doctrines that claims against the United States do 
not bear interest and that the Federal Government is not liable for penalties. 
The enactment of legislation in derogation of these firmly established principles 
would, in my opinion, create a most undesirable precedent. Moreover, such 
provisions would discriminate against all other claimants. While I would not 
object to a measure which would merely permit Sedgwick County to secure a 
judicial determination in the Court of Claims of the question as to whether the 
tax assessed against the property involved was lawful, without creating any new 
cause of action, I cannot approve a measure which would permit recovery of 
penalties and interest against- the United States. 


Harry 8S. TruMan, 
THe Wuite Hovss, 


September 28, 1950. 
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JAMES McGILLIC AND BLOSSOM McGILLIC 
JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
{To accompany S. 451] 


The Committee on the Judiciary, to which was referred the bill 


(S. 451) for the relief of James MeGillic and Blossom McGillic, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to permit James and 
Blossom MeGillic to institute suit against the United States for 
damages to their land and buildings, and their crops, allegedly result- 
ing from the construction and maintenance of a dike by the Soil 
Conservation Service of the Department of Agriculture around such 
Service’s nursery. 

HISTORY OF THE LEGISLATION 


A bill, the provisions of which were identical to S. 451, passed the 
Senate unanimously on December 15, 1950. 


STATEMENT 


The United States Government acquired land by lease near Man- 
dan, N. Dak., for nursery purposes for the 2 years just prior to 1940. 
In order to protect this land, a dike system was commenced during 
the winter of 1938, and the dikes were progressively raised during 
the course of construction until they were brought to their present 
height in 1941. This land, and the private land which is the subject 
of this claim, are subject to flooding and have suffered from high 
water periodically. Most of the major floods in the vicinity have 
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been caused by back water due to ice jams in the Heart and Missouri 
Rivers. The claimants contend that the building of the dike by the 
Soil Conservation Department near the nursery caused floodwaters 
to pour over their land and to block the natural drainage of such 
land after a flood. It is their contention that since 1943 they have 
suffered $27,151 in damages to their land as a result of the construction 
and maintenance of the dike. 

The Department of Agriculture states that while its representatives 
have from time to time since 1943 studied the possible physical effect 
of the Government’s dikes on the flooding and drainage of the claim- 
ants’ land, no attempts have been made to ascertain either the mone- 
tary value of the damage sustained by them or the portion of such 
damage, if any, caused by acts of the Government. 

Both the De partment of Justice and the Department of Agriculture 
in their reports to this committee point out the fact that, imasmuch 
as the damages sustained since 1945 appear to be cognizable under the 
Federal Tort Claims Act, the Congress has specifically prohibited the 
consideration of a private bill in this instance. It is the suggestion of 
these Departments that the portion of the claim not cognizable under 
the Federal Tort Claims Act be made so, so that the entire claim may 
be considered in one action. 

The committee feel justified in permitting suit to be instituted 
under the provisions of this bill even though a portion of the claim is 
presently barred by the statute of limitations since it appears from 
the record that lack of legal action may have resulted from the belief 
that the difficulty was being alleviated administratively. Accordingly, 
the committee is of the opinion that the entire claim should be prose- 
cuted under the Federal Tort Claims Act. The only itemized state- 
ment of damages which the committee has before it dates from 1945 
through 1950. Because of this and because that portion of the 
claim since 1945 cannot be considered by the Congress, it is the opinion 
of the committee that the entire claim should be sent to the Federal 
district court under the Federal Tort Claims Act for determination. 

Attached to and made a part of this report are the reports of the 
Department of Justice and the Department of Agriculture, submitted 
in connection with legislation dealing with the same subject matter 
in the Eighty-first Congress. 

DEPARTMENT OF JUSTICE, 
Washington, D. C., September 7, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 


Department of Justice concerning the bill (S. 3725) for the relief of James McGillic 
and Blossom MeGillic. 

The bill would provide for payment of the sum of $13,575.50 to James McGillic, 
of Fargo, N. Dak., and a like amount to Blossom McGillic, of Mandan, N. Dak., 
in full satisfaction of their claims against the United States for compensation for 
permanent damages to their land and buildings, and damages to their crops 
beginning in 1943, caused by the construction and maintenance of a dike by the 
Soil Conservation Service of the Department of Agriculture around such Service’s 
nursery which adjoins the land of the claimants’ in Morton County, N. Dak. 

In compliance with your request, a report was obtained from the Department 
of Agriculture concerning this legislation. According to that report, which is 
enclosed, it appears that the land in question lies in the Heart River flats just 
southeast of the town of Mandan, N. Dak. The area is subject to flooding and 
has suffered from high water periodically. Most of the major floods in the vi- 
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cinity of the nursery have been caused by back water due to ice jams in the Heart 
and Missouri Rivers. The land which the Government acquired was leased by 
the Government for nursery purposes for the 2 years just prior to 1940. Con- 
struction of a dike system to protect this land was commenced during the winter 
of 1938 and the dikes were progressively raised during the course of construction 
until they were brought to their present height in 1941. 

The Department of Agriculture states that while its representatives from time 
to time since 1943 have studied the possible physical effect of the Government's 
dikes on the flooding and drainage of claimants’ land, no attempts have been made 
to ascertain either the monetary value sustained by them from the high waters 
since 1943 or the portion of such damages, if any, caused by acts of the Govern- 
ment. The report directs attention to the Federal Tort Claims Act and states 
that since claimants already appear to have a right under that act to sue for part 

. } 


of the alleged damages, it is believed that all of the issues should be triable under 
the statute. That Department also states that it believes that the bill should 
not be enacted in its present form, but that it would have no objection to the 


passage of the bill to permit suit on all of the claims of the MeGillics against 
the United States during the period for which there is no statutory provision 
conferring jurisdiction on the district courts to entertain such claims. 

The Department of Agriculture observes that if an opinion on the extent of the 
damages is desired, that agency will undertake to assemble the necessary infor- 
mation and advise the committee at a later date, but that a minimum of 3 
months would be required for such determination. 

While the Department of Justice does not favor the enactment of bills which 
provide for payment of unliquidated damages, particularly in cases where the 
liability of the United States for the damages is questionable, it agrees with the 
Department of Agriculture that amendment of the bill to remove the bar of the 
statute of limitation and permit suits upon the claims under existing law, would 
be a more satisfactory method of handling these claims. To accomplish this 
change the following amendment of the bill is suggested: 

Strike all the language of the bill after the enacting clause and substitute the 
following: 

“That notwithstanding any statute of limitation or lapse of time, suits may be 
instituted within one year after the date of enactment of this Act by James 
MeGillic of Fargo, North Dakota, and Blossom MeGillic, of Mandan, North 
Dakota, upon their claims against the United States for damages to their land and 
buildings, and to their crops, purporting to have resulted from the construction 
and maintenance of a dike by the Soil Conservation Service of the Department 
of Agriculture around such Service’s nursery, which adjoins the land of the said 
James McGillic and Blossom MeGillic in Morton County, North Dakota. In any 
such suit brought pursuant to this Act, proceedings shail be had and the liability, 
if any, of the United States shall be determined in accordance with the provisions 
of law applicable in the case of tort claims against the United States: Provided, 
however, That nothing in this Act does or shall constitute an admission of liability 
on the part of the United States.”’ 5 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 28, 1950. 
Hon. Perron Forp, 
Deputy Attorney General, Department of Justice, 
Washington 25, D.C. 

Dear Mr. Forp: This is in reply to your request of June 22 for the comment 
of this Department on 8, 3725, a bill for the relief of James MecGillie and Blossom 
MeGillic. The bill authorizes payment to the MeGillics of $13,575.50 each in 
full satisfaction of their claims against the United States for compensation for 
permanent damages to their land and buildings, and damages to their crops 
beginning in 1943 allegedly caused by the construction and maintenance of a 
dike by the Soil Conservation Service of this Department around the Service's 
nursery which adjoins the land of the said McGillies in Morton County, N. Dak. 

Both the Government and the private land in question lies in the Heart River 
flats just southeast of the town of Mandan, N. Dak. This area is subject to 
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flooding and has suffered from high water periodically. Most of the major floods 
in the vicinity of the nursery have been caused by back water due to ice jams in 
the Heart and Missouri Rivers. 

The land which the Government acquired was leased by the Government for 
nursery purposes for the 2 years just prior to 1940. Construction of a dike system 
to protect this land was commenced during the winter of 1938, and the dikes were 
progressively raised during the course of construction until they were brought to 
their present height in 1941. That part of the dike around the southwest corner of 
the nursery was relocated in 1949, although its height was not changed. 

While field representatives of this Department have studied from time to time 
since 1943 the possible physical effect of the Government’s dikes on the flooding 
and drainage of the McGillic land, no attempts have been made to ascertain either 
the monetary value of the damages sustained by the McGillics from the high water 
since 1943 or the portion of such damages, if any, caused by acts of the Gov- 
ernment. 

We wish to call attention to the Federal Tort Claims Act (62 Stat. 984, as 
codified in 28 U. 8S. C. 2401, 2671-2680), passed August 2, 1946, which confers 
jurisdiction on the United States district courts to hear, determine, and render 
judgment on any claim against the United States for money damages accruing 
on and after January 1, 1945, on account of damage to or loss of property caused 
by negligent or other acts of the Government. Therefore, since the McGillies 
already appear to have the right to press a suit for part of the alleged damages, 
we believe that all of the issues should be triable under the statute. Further, it 
will be noted that section 131 of the Legislative Reorganization Act, approved 
August: 2, 1946 (60 Stat. 832), states that no private bill for the payment of 
money for property damages for which suit may be instituted under the Federal 
Tort Claims Act shall be received or considered in Congress. Consequently, we 
believe that the bill should not be enacted in its present form. We would have 
no objection, however, to the passage of a bill to permit the suit to cover all 
claims of the McGillics against the United States during the period for which 
there is no statutory provision conferring jurisdiction on the district courts to 
entertain such claims. 

{f the committee desires the opinion of this Department on the extent of the 
damages, if any, sustained by the MeGillies through acts of the Government, 
we will undertake to assembie the necessary information and advise the committee 
at a later date. It is expected that a minimum of 3 months would be required 
for such a determination from the time we were requested to proceed with the 
study. Will you kindly see that this Department is informed as to disposition 
of the bill, and also as to whether further action on our part is necessary at this 
time. 

Sincerely yours, 
CHARLES F.. BRANNAN, Secretary. 
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JANUARY 29, 1951.—Ordered to be printé 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 484] 


The Committee on the Judiciary, to which was referred the bill 
(S. 484) for the relief of Mrs. Dorothy Manious, having considered 
the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the 


to Mrs. Dorothy Manious for personal injuries sustained as the result 
of an accident involving a United States Army vehicle in Munich, 


Germany, on January 31, 1948. 


sum of $2,500 


STATEMENT 


On January 31, 1948, at about 7:50 p. m., an Army 2%-ton truck 
traveling through the streets of Munich, Ge rmany, at a speed of about 
40 miles an hour, with a military police car in pursuit, crashed into 
a Ford sedan owned and operated by First Lt. Ant! ionv R. Parrish 
in which his wife, Mrs. Anne Parrish, and First Lt. Alvin C. Manious 
and the latter’s wife, Mrs. Dorothy Manious, were riding as passengers. 
Lieutenant Manious was instantly killed, and Mrs. Manious sustained 
personal injuries. 

The Department of the Army, in its report, stat 


The evidence clearly establishes that this accid al 
Lieutenant Manious and personal injury of Mrs. Manious 
any fault or negligence on their pari | 
negligence of the driver of the Arm) 
dence also discloses that at the time of the accident the 
was using such vehicle without authority and for a pers 
fore, was not acting within the scope of his employ: 
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obligation on the part of the United States to compensate the claimant for the 
damages sustained by her. The Department of the Army therefore refrains 
from making any recommendation either for or against the enactment of the 
bill, insofar as it would grant an award to Mrs. Manious for the personal injuries, 
property damage, and loss of earnings sustained by her and any medical expenses 
incurred for the treatment of her injuries, preferring to leave this aspect of the 
matter to the equitable determination of the Congress. 
* * * * * * * 


If, under the circumstances, the committee should look with favor upon the 
proposal to compensate Mrs. Manious for the property damage, personal injuries, 
medical expenses, and loss of earnings sustained by her as a result of this accident, 
the Department of the Army would have no objection to the granting of an award 
to her in the sum of $2,500. 


The committee has no established policy on this type of claim; that 
is, Where the negligence of the governmental employee is admitted, 
wanton and gross, though the vehicle was operated “beyond the scope 
of authority.”” Each case has been judged on its over-all merits, 
warranting or not, as the case may be, the intercession of the Congress. 

Under the circumstances, it is believed the instant claim merits 
favorable consideration. The facts substantiating this reeommenda- 
tion encompass the following considerations: that the amount involved 
has been reduced from $12,000 to $2,500; that the negligence, as said, 
was wanton, gross, and admitted; that the Department makes no 
recommendation for or against, leaving the matter to congressional 
policy; that claimant’s injuries, loss of earnings, and damage to prop- 
erty are perfectly in line with the amount of the proposed award; that 
in the same accident claimant lost her husband and, although she is 
the recipient of those death benefits, nonetheless a residue of com- 
passion remains; and, finally, that if claimant had been a German 
citizen she would have been paid under existing law administratively, 

Attached hereto and made a part thereof is the applicable govern- 
mental report: 

DEPARTMENT OF THE ARMY, 
Washington, D. C., May 17, 1949. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Ce.iuer: Reference is made to your letter enclosing a copy of H. R. 
2929, Eighty-first Congress, a bill for the relief of Mrs. Dorothy Manious, and 
requesting a report on the merits of the bill. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, to Mrs. Dorothy 
Manious, Nebraska City, Nebr., the sum of $10,000, in full settlement of her 
claim against the United States arising out of the death of Alvin C. Manious, her 
husband; and the sum of $2,500 in full settlement of her claim against the United 
States arising from injuries received while a passenger in an automobile which 
was struck by one being driven by Pvt. Jeter Maxwell [Maxwell P. Jeter] in 
Munich, Germany. 

On January 31, 1948, at about 7:50 p. m., an Army 2-ton truck traveling 
through the streets of Munich, Germany, at a speed of about 40 miles an hour, 
with a military police car in pursuit, crashed into a Ford sedan, owned and oper- 
ated by Ist Lt. Anthony R. Parrish, in which his wife, Mrs. Anne Parrish, and 
lst Lt. Alvin C. Manious and the latter’s wife, Mrs. Dorothy Manious, were 
riding as passengers. Lieutenant Manious was instantly killed and Mrs. Manious 
sustained personal injuries. It appears that Lieutenant Parrish and Mrs. Parrish 
were not sufficiently injured to require medical treatment. 

The evidence shows that the Army truck involved was operated by Private 
Maxwell P. Jeter, who at the time of the accident was using the vehicle without 
authority and for a personal mission, and that while the military police car was in 
pursuit of such truck the latter vehicle was driven up on the sidewalk and through 
a stop sign and that although it was then dark the truck’s lights were switched off. 
Private Jeter was not apprehended until his truck crashed into a tree and stopped. 
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On the day of the accident the truck in question had been assigned to Private 
Jeter for an official mission, after the completion of which, it appears, he appropri- 
ated the vehicle to his own use. He was tried by general court martial on 
the charge of violation of the ninety-third article of war under the following 
specification: 

“In that Private Maxwell P. Jeter, * * * did at Munich, Germany, on or 
about January 31, 1948, through gross and culpable negligence, unlawfully kill 
First Lt. Alvin Manious, by striking an automobile in which the said Lieutenant 
Manious was riding with a 244-ton truck, thereby causing fatal injuries to the said 
Lieutenant Manious.”’ 

Private Jeter was convicted of involuntary manslaughter and sentenced to be 
dishonorably discharged from the service, to forfeit all pay and allowances due 
or to become due, and to be confined at hard labor at such place as the reviewing 
authority might direct for a period of 3 years. So much of the sentence as was 
in excess of 2 years was subsequently remitted. 

Immediately after the accident Mrs. Manious was taken to the Ninety-eighth 
General Hospital, at Munich, for treatment, where her injuries were diagnosed as: 

“1. Shock, mental. 

“2. Multiple cuts, face, neck, and left ear.”’ 

She was discharged from this hospital as improved on February 2, 1948. 

On December 13, 1948, Mrs. Manious submitted to a physical examination at the 
Three Thousand Nine Hundred and Second Air Force Hospital, Offutt Air Force 
Base, Fort Crook, Nebr., and a report of such examination, signed by Capt. W. B. 
Norman, Medical Corps, and Capt. J. L. Hoyt, Medical Corps, reads as follows: 

“Purpose of examination.— Determination of any existing disability secondary 
to automobile accident, January 31, 1948, as claimed by Mrs. Manious. 

*‘History.—Patient was unconscious for an unknown length of time following 
the above accident. She was hospitalized 3 days in an Army hospital near 
Munich, Germany. No X-rays were made as far as she knows to determine the 
presence or absence of skull fracture. The patient states that since the accident 
she has had the gradual development of a hearing loss on the left side. She 
states that she does not notice the hearing loss as often as do her friends. * * * 

“Examination of the ears reveal the following: Whispered voice, AD 15/15 
and AS 7/15. The appearance of the membrana tympani is perfectly normal. 
No evidence of past rupture is seen. ,Audiogram studies over the frequencies of 
124 through 8192, inclusive, reveal an average of 15 DB loss in the right ear, and 
37 DB inthe left ear. The curve for the left ear was a more or less straight curve 
involving all of the frequencies. This would be compatible with her very apparent 
loss of hearing in the conversational tones. Tuning fork examination revealed 
that the Weber lateralized to the right. AC and BC studies: AD-AC>BC 
equals observer; AS:AC equals BC half that of observer. The patient gave the 
observer no impression of malingering, but a malingering test was performed to 
alleviate any possibility of error. A stethoscope test was used and the patient 
only heard with her right ear. Controls were used on the test and it resulted in 
confusion for them. X-rays of the skull at this time reveal no skull fracture. 

“Diagnosis and summary.—Deafness moderate, left perceptive type. This 
deafness results a loss of one-third to one-half of the patient’s usable hearing in the 
left ear. The remainder of the patient’s thorough physical examination reveals 
no further disability. 

“It is not discernible at present whether or not this deafness was actually a 
result of the afore-mentioned accident.” 

No claim has been filed with the Department of the Army arising out of this 
accident. 

At the time of her injury in this accident Mrs. Manious was 27 years of age. 
She was a photographer’s model by profession and she states she has felt she has 
been too nervous to work since her injury, and she estimates her loss of earnings 
resulting from her injury at about $1,500. It appears that since her return to the 
United States she has incurred expenses in the aggregate amount of $75 for 
X-rays and medical examinations. Her hospitalization and medical treatment 
at the Ninety-eighth General Hospital in Munich were furnished by the United 
States without charge. It appears that her wearing apparel was damaged in the 
accident in the approximate amount of $70. 

The Department of the Army has been advised by the Veterans’ Administration 
that at the time of his death Lieutenant Manious had in effect national service 
life insurance in the amount of $10,000; that on August 23, 1948, this insurance 
was awarded to his widow, Mrs. Dorothy Manious, as principal beneficiary, in 
36 equal monthly installments of $289.90, commencing January 31, 1948, and 
ending December 31, 1950, and that on May 24, 1948, an award of death com- 
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pensation to Mrs. Manious was approved at the rate of $38 a month commencing 
February 1, 1948. It appears that death compensation payments were made at 
this rate through August 31, 1948, were increased to $60 a month effective Sep- 
tember 1, 1948, and that such payments will continue until Mrs. Manious’ re- 
marriage or death. 

The evidence clearly establishes that this accident and the resulting death of 
Lieutenant Manious and personal injury of Mrs. Manious were not caused by 
any fault or negligence on their part but were caused by the wanton and willful 
negligence of the driver of the Army truck involved. Since, however, the evi- 
dence also discloses that at the time of the accident the driver of the Army truck 
was using such vehicle without authority and for a personal mission, and, there- 
fore, was not acting within the scope of his employment as a soldier, there is no 
obligation on the part of the United States to compensate the claimant for the 
damages sustained by her. The Department of the Army therefore refrains 
from making any recommendation either for or against the enactment of the 
bill, insofar as it would grant an award to Mrs. Manious for the personal injuries, 
property damage, and loss of earnings sustained by her and any medical expenses 
incurred for the treatment of her injuries, preferring to leave this aspect of the 
matter to the equitable determination of the Congress. 

The Department is, however, opposed to the granting of an award to Mrs, 
Manious on account of the death of Lieutenant Manious. As hereinbefore shown 
she, as principal beneficiary under the policy of national service life insurance 
carried by her husband, is now receiving the proceeds of such insurance, and is 
also receiving death compensation in the amount of $60 a month by reason of 
his death, which death compensation payments will continue to be paid to her 
until her remarriage or death She has been awarded all of the benefits conferred 
by general law on the dependents of members of the Armed Forces of the United 
States who die in line of duty and, therefore, the granting of an additional award 
to her for the death of her husband, as proposed in H. R. 2929, would be dis- 
criminatory in character in that it would grant special benefits to her that are 
denied to the survivors of other members of the Armed Forces where the facts are 
similar. There are no facts present in this case that would warrant singling out 
this claimant for preferential treatment over other claimants similarly situated. 
The Department, therefore, is obliged to.recommend that this bill, insofar as it 
would provide for an award for the death of Lieutenant Manious, be not favorably 
considered. 

If, under the circumstances, the committee should look with favor upon the 
proposal to compensate Mrs. Manious for the property damage, personal injuries, 
medical expenses, and loss of earnings sustained by her as a result of this accident, 
the Department of the Army would have no objection to the granting of an award 
to her in the sum of $2,500, as provided in H. R. 2929. 

Should this bill be favorably considered by the Congress, it is recommended 
that the text of the bill be amended to read as follows: 

‘Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to Mrs. Dorothy Manious, of Nebraska City, Nebraska, 
the sum of $2,500, in full settlement of all claims against the United States for 
property damage, personal injuries, medical expenses, and loss of earnings sus- 
tained by her as the result of an accident involving an Army truck, which occurred 
in Munich, Germany, on January 31, 1948: Provided, That no part of the amount 
appropriated in this Act in excess of 10 per centum thereof shall be paid or delivered 
to or received by any agent or attorney on account of services rendered in connec- 
tion with this claim, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating the provisions of this Act shall be 
deemed guilty of a misdemeanor and upon conviction thereof shall be fined in 
any sum not exceeding $1,000.” 

The claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U.S. C. 1346 (b)), for the reason that the accident out of which her claim arises 
occurred in a foreign country. 

Inasmuch as the committee has requested that this report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether it 
conforms to the program of the President. 

Sincerely yours, 
GORDON GRAY, 
Acting Secretary of the Army. 
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ADMISSION OF ALIEN SPOUSES AND MINOR CHILDREN 
OF CITIZEN MEMBERS OF THE UNITED STATES ARMED 
FORCES 


JANUARY 29, 1951.—Ordered to be printed 


cCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 552} 


LAW LIBRARY 


The Committee on the Judiciary, to which was referred the bill 
(S. 552) to amend Public Law 717 of the Eighty-first Congress to 
permit the admission of alien spouses and minor children of citizen 
members of the United States Armed Forces, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend for 1 year the benefits of Public 
Law 717 of the Eighty-first Congress. 


STATEMENT OF FACTS 


Public Law 717 of the Eighty-first Congress, which was approved on 
August 19, 1950, provided for a waiver of the excluding provisions of 
existing law relating to inadmissibility of aliens into the United States 
because of race, in behalf of the alien spouses and minor children of 
United States citizens serving in or having an honorable discharge from 
the Armed Forces of the United States. Under the provisions of said 
Public Law 717 the marriage between the alien spouse and the United 
States citizen must occur before February 19, 1951, in order to vest 
the benefits under the law. 

Although American occupation of Japan has continued since the 
enactment of said Public Law 717, the present action in Korea has 
caused a considerable number of American troops to be shipped out of 


* 
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Japan, thereby preventing them from obtaining the benefits of the 
act. It has likewise given rise to an increased number of cases involv- 
ing Korean spouses and children of members of our Armed Forces, 

The committee is informed that there are still a substantial number 
of spouses and children of United States citizens in our Armed Forces 
who will be unable to enter the United States unless an extension of 
time is granted. 

After consideration of all the facts the committee is of the opinion 
that the bill (S. 552) should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


(Pustic Law 717—8lst Conaress} 
{Cuarrer 759—2p Sxssion] 
{S. 1858] 


AN AOT 


To permit the admission of alien spouses and minor children of citizen members of the United States armed 
forces 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That notwithstanding the provisions of section 13 
(c) of the Immigration Act of 1924, as amended (8 U.S. C., 213 (c)), alien spouses 
or unmarried minor children of United States citizens serving in, or having an 
honorable discharge certificate from the armed forces of the United States during 
World War II shall, if otherwise admissible under the immigration laws, be 
eligible to enter the United States with nonquota immigration visas issued under 
the provisions of section 4 (a) of the Immigration Act of 1924, as amended (8 
U.S. C. 204 (a)): Provided, That in the cases of such alien spouses of United 
States citizens serving in, or having an honorable discharge certificate from the 
Armed Forces of the United States during World War II, the marriage shall have 
occurred before [six] éwelve months after enactment of this Act[.] , as hereby 
amended, 

O 
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JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
cial the following 


REPORT 


[To accompany S. 552] 


The Committee on the Judiciary, to which was referred the bill 
(S. 552) to amend Public Law 717 of the Eighty-first Congress to 
permit the admission of alien spouses and minor children of citizen 
members of the United States Armed Forces, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend for 1 year the benefits of Public 
Law 717 of the Eighty-first Congress. 


STATEMENT OF FACTS 


Public Law 717 of the Eighty-first Congress, which was approved on 
August 19, 1950, provided for a waiver of the excluding provisions of 
existing law relating to inadmissibility of aliens into the United States 
because of race, in behalf of the alien spouses and minor children of 
United States citizens serving in or having an honorable discharge from 
the Armed Forces of the United States. Under the provisions of said 
Public Law 717 the marriage between the alien spouse and the United 
States citizen must occur before February 19, 1951, in order to vest 
the benefits under the law. 

Although American occupation of Japan has continued since the 
enactment of said Public Law 717, the present action in Korea has 
caused a considerable number of American troops to be shipped out of 
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Japan, thereby preventing them from obtaining the benefits of the 
act. It has likewise given rise to an increased number of cases involv- 

ing | Korean spouses and children of members of our Armed Forces. 

The committee is informed that there are still a substantial number 
of spouses and children of United States citizens in our Armed Forces 
who will be unable to enter the United States unless an extension of 
time is granted. 

After consideration of all the facts the committee is of the opinion 
that the bill (S. 552) should be enacted. 


O 
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JANUARY 29, 1951.—Ordered to be printed 


~ Mr, MeCarran, from the Committee on the Judiciary, submitted the 
7 following 


| 


REPORT 
To accompany 8. 568] 
[ I 


The Committee on the Judiciary, to which was referred the bill 
(S. 568) for the relief of George W. Purdy, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for payment 
of the sum of $810.50 to George W. Purdy, of Oak Bluffs, Mass., in 
full settlement of his claims against the United States for adjustment 
of retirement pay for the period July 1, 1933, to January 2, 1938, as a 
retired employee of the former Lighthouse Service of the Coast Guard. 


STATEMENT 


S. 568 is an identical bill to S. 3452 of the Eighty-first Congress, 
which passed the Senate on September 13, 1950. 

It appears that Mr. Purdy was a lighthouse keeper who retired on 
July 1, 1933, with annual retirement pay of $1,035. As the result of 


Comptroller General’s Decision B-—70029, dated October 23, 1947, 
ruling that the value of quarters furnished lighthouse keepers should 
be considered in computing the amount of their retirement pay, 
Mr. Purdy’s annual retirement pay was increased to $1,215. By 
letter dated December 30, 1947, Mr. Purdy made a claim for this 
difference covering the entire period of his retirement. The claim 
has been settled except for the amount which accrued during the 
period from July 1, 1933, to December 30, 1937, which portion of the 
claim was barred by the General Accounting Office in accordance with 
the act of October 9, 1940 (54 Stat. 1061 (31 U.S. C. 7la)). This 
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statute prohibits the settlement of any claim unless received in the 
General Accounting Office within 10 full years after its accrual. The 
purpose of the instant bill is to authorize the payment of the amount 
of the claim so barred. 

The Treasury Department states that limitations upon the period 
of time within which claims may be filed are imposed for the sound 
reason that, after long periods of time have elapsed, records pertinent 
to a case are likely to have been lost or destroyed, and witnesses may 
no longer be available. It states that waiver of the statute of limita- 
tions in this case would appear to be unwarranted and would establish 
an undesirable precedent for, other claimants or groups of claimants 
to seek similar waivers, thus leading to the eventual undermining of 
the salutary principle of statutory limitations of the period within 
which claims against the United States may be filed. The report 
concludes with the statement that for this reason the Tre asury 
Department recommends against the enactment of the bill. 

The Department of Justice states that bills of the kind here involved 
favor one or more of a group of potential claimants similarly situated, 
without any just basis for discrimination. Also they strongly tend 
to destroy the effect of the statutes of limitations and to make it more 
difficult to avoid piecemeal legislative erosion of such statutes in the 
future. They further state that this claimant presumably did not 
know that he had a substantive right until he learned of the Comp- 
troller General’s decision. This reason for delay, however, is probably 
equally applicable to the majority of claims of this character that are 
sought to be asserted too late. If the statute may poopery be waived 
on the equities of the present case there would appear to be no valid 
justification for opposing similar relief in the hundreds of cases that 
were filed as a consequence of the decision in United States v. Townsley 
(323 U. 8. 557) in which the claimants are in precisely the same 
situation as the proposed beneficiary of the instant bill, from the 
standpoint of their prior knowledge of their substantive rights. 

The committee does not agree with the position taken by the 
Treasury Department and the Department of Justice as to the pay- 
ment of this claim. The statute of limitations is a period of time fixed 
by statute within which a person may prosecute a claim or bring on 
action as the case may be. The purpose of the time limit is, of course, 
to prevent persons from sleeping on their rights and coming in at any 
time they so desire to claim rights against an individual or the Govern- 
ment. All of this presupposes that the party making the claim has 
knowledge of his rights but fails to take care of them within the statu- 
tory per iod provide nd by law. In this case, it is evident that the claim- 
ant had no knowledge of any rights accruing to him until the ruling of 
the Comptroller General of October 23, 1947, and upon receiving such 
knowledge the claimant filed the claim for money he felt was properly 
due him. It is interesting to note that the claimant is upheld insofar 
as the justice of his claim is concerned by the fact that the Government 
has settled with him for all of that period which was not barred by the 
statute of limitations. For this reason, the committee is of the opinion 
that the claim is sound and that the only reason for not paying the 
claim originally in full was because of the legal bar. As intimated 
before, the committee has reached the conclusion that the statute of 
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limitations should not apply in an instance of this sort for the reason 
that until the ruling was made by the Comptroller General on October 
23, 1947, the claimant had no claim which he could have prosecuted. 


— 


DEPARTMENT OF JUSTICE, 


Washington, D. C., August 29, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (8. 3452) for the relief of George W. 
Purdy. 

The bill would provide for payment of the sum of $810.50 to George W. Purdy, 
of Oak Bluffs, Mass., in full settlement of his claims against the United States 
for adjustment of retirement pay for the period July 1, 1933, to January 2, 1938, 
as retired employee of the former Lighthouse Service of the Coast Guard. 

In compliance with your request, a report was obtained from the Treasury 
Department concerning this Jegislation. According to that report, which is 
enclosed, it appears that Mr. Purdy was a lighthouse keeper who retired on July 
1, 1933, with annual retirement pay of $1,035. 
General’s Decision B-70029, dated October 23, 


“ 


As a result of Comptroller 
1947, ruling that the value of 
quarters furnished lighthouse keepers should be considered in computing the 
amount of their retirement pay, Mr. Purdy’s annual retirement pay was in- 
creased to $1,215. By letter dated December 30, 1947, Mr. Purdy made a claim 
for this difference covering the entire period of his retirement. The claim has 
been settled except for the amount which sceruea during the period from July 
1, 1933, to December 30, 1937, which portion of the claim was berred by the 
General Accounting Office in accordance with the act of October 9, 1940 (54 
Stat. 1061 (31 U.S.C. 7la)). This statute probibits the settlement of anv claim 
unless received in the General Accounting Office within 10 full vears after its 
accrual. The purpose of the instant bill is to authorize the payment of the 
amount of the claim so barred. 

The Treasury Department states that limitations upon the period of time 
within which claims may be filed are imposed for the sound reason that, after 
long periods of time have elapsed, records pertinent to a case are likely to have 
been lost or destroyed, and witnesses may no longer be available. It states that 
waiver of the statute of limitations in this case would appear to be unwarranted 
and would establish an undesirable precedent for other claimants or groups of 
claimants to seek similar waivers, thus leading to the eventual undermining of 
the salutary principle of statutory limitations of the period within which claims 
against the United States may be filed. The report concludes with the statement 
that for this reason the Treasury Department recommends against the enactment 
of the bill. Bills of the kind here involved favor one or more of a group of po- 
tential claimants similarly situated, without any just basis for discrimination. 
Also, they strongly tend to destroy the effect of the statutes of limitations and to 
make it more difficult to avoid piecemeal legislative erosion of such statutes in the 
future. This claimant presumably did not know that he had a substantive right 
until he learned of the Comptroller General’s decision. This reason for delay, 
however, is probably equally applicable to the majority of claims of this character 
that are sought to be asserted too late. If the statute may properly be waived on 
the equities of the present case there would appear to be no valid justification for 
opposing similar relief in the hundreds of cases that were filed as a consequence 
of the decision in United States v. Townsley (823 U.S. 557) in which the claimants 
are in precisely the same situation as the proposed beneficiary of the instant bill 
from the standpoint of their prior knowledge of their substantive rights. 

For these reasons, the Department of Justice concurs in the views of the 
Treasury Department. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 
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DEPARTMENT OF THE TREASURY, 
Washington, D. C., July 7, 1950. 
Hon. Peyton Forp, 
The Assistant to the Attorney General, 
Department of Justice, Washington, D. C. 

Srr: Reference is made to your letter of May 10, 1950, in which you request the 
views of the Treasury Department on 8S. 3452, for the relief of George W. Purdy. 

Mr. Purdy was a lighthouse keeper who retired on July 1, 1933, with annual 
retirement pay of $1,035. As the result of Comptroller General’s Decision 
B-70029 dated October 23, 1947, ruling that the value of quarters furnished 
lighthouse keepers should be considered in computing the amount of their retire- 
ment pay, Mr. Purdy’s annual retirement pay was increased to $1,215. By letter 
dated December 30, 1947, Mr. Purdy made a claim for this difference covering the 
entire period of his retirement. The claim has been settled except for the amount 
which accrued during the period from July 1, 1933, to December 30, 1937, which 
portion of the claim was barred by the General Accounting Office in accordance 
with the act of October 9, 1940, 54 Stat. 1061 (31 U.S. C. 7la). This statute 
prohibits the settlement of any claim unless received in the General Accounting 
Office within 10 full years after its accrual. The purpose of 8. 3452 is to authorize 
the payment of the amount of the claim so barred. 

Limitations upon the period of time within which claims may be filed are 
imposed for the sound reason that after long periods of time have elapsed records 
pertinent to a case are likely to have been lost or destroyed, and witnesses may no 
longer be available. Waiver of the statute of limitations in Mr. Purdy’s case 
would appear to be unwarranted and would establish an undesirable precedent for 
other claimants or groups of claimants to seek similar waivers, thus leading to the 
eventual undermining of the salutory principle of statutory limitation of the period 
within which claims against the United States may be filed. For this reason the 
Treasury Department recommends against the enactment of 8. 3452. 

Very truly yours, 
E. H. Forey, Jr., 
Acting Secretary of the Treasury. 


O 
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ERNESTINE BACON JACOBS 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 


following 
REPORT 
{To accompany 8. 613] 


The Committee on the Judiciary, to which was referred the bill 
(S. 613) for the relief of Ernestine Bacon Jacobs, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for the pay- 
ment of the sum of $345.25 to Ernestine Bacon Jacobs, wife of Clarence 
R. Jacobs, an employee of the Displaced Persons Commission, in full 
satisfaction of her claim against the United States for reimbursement 
of travel expenses incurred by her in obtaining return transportation 
to the United States for herself and her ailing minor child from her 
husband’s overseas post of duty. ' 


STATEMENT 


An identical bill (S. 4000) was reported to the Senate favorably in 
the Eighty-first Congress but too late for action. 

Claimant in this case is the wife of a Government employee sta- 
tioned in Munich, Germany. After being in Germany for several 
months, their youngest child was admitted to the Ninety-eighth 
General Hospital where he was treated for strep throat and strep ears. 
After 10 days, the doctor in charge of the patient informed the 
parents that the child had symptons of rheumatic fever. Five days 
later he was discharged as well, and 3 days later the child became very 
ill and was returned to the hospital for treatment for 5 weeks. From 
that time on for over a period of 14 months the child was given 
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periodical hospital treatment. In December 1949, the doctor in 
charge of the case informed the parents that a change of climate was 
necessary for the health of the child and recommended that he be 
sent back to the United States. The child’s father requested orders 
returning the mother and the child to the United States, but under 
the then existing law (Public Law 600, 79th Cong., 60 Stat. 806, 808) 
such transportation could not be furnished at Government expense 
unless the employee himself traveled with the family. Subsequently, 
by Public Law 830, approved September 23, 1950, the act of August 2, 
1946, was amended so as to permit the return of dependents because 
of “adverse living conditions seriously affecting the health, safety, 
or accommodations of said families.” However, this provision was 
not made retroactive. 

It is the opinion of the committee that even though the Congress 
at the time of passage of the amendment did not make it retroactive, 
that this does not preclude the Congress from giving consideration to 
particular cases, where the facts, such as in this case, seem to warrant 
it, granting relief. 

The sum provided for in this bill is composed of the following 
items: 


Railroad fare from Munich, Germany, to Le Havre__.....-.-.-------- $65. 00 
eG SPOUTS Ei RET Gl CO IO ook ods bho Bo a Ss eo ha en Sarr 263. 25 
Railroad fare from New York to Washington, D. C_._....._.-.-.--_--- 17. 00 

WHE Bie Ske cs cd So eee eee eed ae acne ee aeduniee 345. 25 


Attached hereto and made a part of this report are letters received 
from the Department of Justice and the Displaced Persons Commis- 
sion in connection with this case. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., November 29, 1950. 
Hon. Pat McCarRAn, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 4000) for the relief of Ernestine 
Bacon Jacobs. 

The bill would provide for payment of the sum of $345.25 to Ernestine Bacon 
Jacobs, wife of Clarence R. Jacobs, an employee of the Displaced Persons Com- 
mission, in full satisfaction of her claim against the United States for reimburse- 
ment of travel expenses incurred by her in transporting herself and ailing son 
from her husband’s overseas post of duty to the United States. 

In compliance with your request, a report was obtained from the Displaced 
Persons Commission concerning this legislation. According to that report, which 
was accompanied by copies of pertinent correspondence, Mr. Jacobs made an 
oral request of one of the Commissioners while he was in Europe, for the return 
of his wife and son, and was informed that the matter would be looked into upon 
the Commissioner’s return to Washington. A request for a decision on this 
matter was later submitted by the Coordinator for Europe and authorization 
was denied. The report states that the denial of authorization in this, as well as 
several other instances of this type equally appealing, was not based upon an 
administrative decision of the Commission, but rather on the provisions of the 
act of August 2, 1946, Public Law 600 (60 Stat. 806, 808) and the rulings of the 
Comptroller General rendered pursuant thereto. The report states that it is 
the Commission's opinion that such a bill, if passed, would set an unfavorable 
precedent for cases of this type, in view of the above-mentioned rulings of the 
Comptroller General. 
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The report of the Commission does not state what action was taken by the 
employee and his dependents after receipt of the Commission’s communication 
denying authorization for travel. The existence of the instant bill, however, 
raises the presumption that the employee’s wife and son thereafter returned to the 
United States at their own expense and it is now sought by means of this bill to 
secure reimbursement for such expense from the Government. In this connection 
attention is directed to Public tae 830, approved September 23, 1950, which 
amended the act of August 2, 1946, supra. Section 1 (d) of the amendatory Act 
provides, among other things, that ‘When civilian officers and employees of 
the United States are on duty at places designated by the ‘heads of their respective 
departments or agencies as within zones from which their immediate families 
should be evacuated for * * * adverse living conditions seriously affecting 
the health, safety, or accommodations of said families * * * their immediate 
families and household goods may be transported at Government expense Ans 
to such location as may be designated by the civilian officer or employee con- 
cerned * * *,’’ Had this provision been in effect at the time Mrs. Jacobs and 
her son returned to the United States, it is conceivable that the Government would 
have paid their travel expenses provided all of the conditions set forth in section 
1 (d) were met. 

It would appear that through enactment of this section the Congress desired 
to ameliorate the stringent provisions of the Act of August 2, 1946, which, as 
interpreted by the Comptroller General, had permitted the payment of dependents’ 
travel expenses only when the employee himself traveled with them. It would 
also appear, however, that the Congress intended the amendatory act to cover 
only situations arising after its enactment. Since the law was not made retro- 
active it accordingly does not cover the instant situation. As pointed out in the 
report of the Displaced Persons Commission, this situation was not unique and 
other requests for dependents’ travel expenses have had to be refused by that 
agency. Doubtless similar requests have been made by employees of other 
agencies of the Government and have had to be refused by such agencies. It 
would thus appear that enactment of this bill would be discriminatory in that it 
would accord relief to this particular claimant where others similariv situated 
have not been permitted to recoup their travel expenses from the Government. 

In the light of the foregoing circumstances, the Department of Justice concurs 
in the view of the Displaced Persons Commission that the bill be not enected. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
PrytTon Forp, 
De Pp ily Attorney Gener 


DisPLACED PERSONS COMMISSION, 
Washington, D. C., August 14, 1950. 
Hon. Peyton Forp, 
Department of Justice, Washington, D. C. 

My Dear Mr. Forp: Reference is made to vour letter of August 7, 1950, trans- 
mitting a bill (S. 4000), for the relief of Ernestine Bacon Jacobs and requesting 
our views on this bill. 

The employee in this case made an oral request of one of the Commissioners 
while he was in Europe, for the retuen of his wife and son, and was informed 
that the matter would be looked into upon the Commissioner’s return to W eshing- 
ton. A request for a decision on this matter. was later submitted by the Co- 
ordinator for Europe, in @ memorandum dated April 18, 1950, a copy of which 
is attached. A copy of our reply, dated April 21, 1950, denying this request, is 
also attached hereto. 

The action taken by this office in denying this request as well as several others 
of this tvpe equally compassionate, was not based upon an administrative decision 
of the Commission, but rather on the provisions of the act of August 2, 1946, 
Public Law 600 (60 Stat. 806, 808), and the rulings of the Comptroller General 
rendered pursuant thereto. 

It is our opinion that such a bill, if passed, would set an unfavorable precedent 
for cases of this type, in view of the above-mentioned rulings of the Comptroller 
General. 

Sincerely yours, 
Artuur J. Hazes, Executive Director. 
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{Copy] 
APRIL 21, 1950. 
To: Mr. Alex E. Squadrilli, Coordinator for Europe, United States Displaced 
Persons Commission, Frankfurt, Germany. 
From: Arthur J. Hazes, Executive Director, Displaced Persons Commission, 
Washington. 
Subject: Dependents of Mr. Clarence R. Jacobs. 


Reference is made to your memorandum of April 18, 1950, requesting authoriza- 
tion to return the dependents of the above-mentioned employee. Such authori- 
zation cannot be granted, as explained in my memorandum to you of this date on 
the subject of returning dependents prior to the return of the employee, copy 
attached hereto. 

Artuour J. Hazes, Executive Director. 


[Copy] 
Aprin 21, 1950. 

To: Mr. Alex E. Squadrilli, Coordinator for Europe, United States Displaced 

Persons Commission, Frankfurt, Germany. 

(Attention: Mr. Ryan) 

From: Arthur J. Hazes, Executive Director, Displaced Persons Commission, 

Washington, D. C. 
Subject: Return of dependents prior to the return of the employee. 

Reference is made to the various communications between your office and this 
headquarters on the above subject. It is felt that the policy on this matter has 
een clearly established. You are reminded, however, that this policy is not a 
ruling of the Commission, but is applicable to all agencies of the Government 
service whose administrative authority has been fixed by Publie Law 600, ap- 
proved August 2, 1946. The Commission has neither the authority nor the 
intention of violating the provisions of this act. 

In interpreting the provisions of this act, the Comptroller General has ruled: 

“Inasmuch as the authority in section 7 of the administrative expense statute 
of August 2, 1946, to return dependents of employees stationed overseas is insep- 
arable from the authority to return the employee himself, there can be no valid 
travel authority issued for dependents alone, so that if return travel of dependents 
occurs prior to the issuance of proper orders directing the return of the employee 


and his dependents—regardless of the reasons for such prior travel—expenses 
incident thereto are not payable’’; [italics supplied]. 


Your attention is directed to page 2, second paragraph of my memorandum of 


February 13, 1950, which states: “In no event can dependents be returned to the 
United States unless it is also the intent to return the employee.”’ 

We are well aware of and thoroughly understand the hardships and incon- 
veniences encountered by the overseas employees and their dependents; however, 
there are regulations which must be adhered to. If a transfer to another area to 
alleviate the difficulties cannot be effected, there is no other alternative but for 
the employee to arrange for the return of his dependents ai his own expense. 


ArtTHuR J. Hazes, Executive Director. 


[Copy] 
Through Official Channels 
Municu, GERMANY, March 27, 1950. 
Mr. Harry N. ROSENFIELD, 
Commissioner, United States Displaced Persons Commission, 
Washington, D. C. 

Dear Mr. RosenFieELD: During your recent visit to Munich you will recall 
that I spoke to you with reference to my wife and son who have been in constant 
ill health since their arrival in Germany and at the same time I also asked you 
as to the possibility of their being returned home, and you said you thought 
it could be arranged. As things are getting no better I am asking that my wife 
and son be returned to the States for health reasons. 

Will you kindly advise me at your earliest convenience when this can be 
arranged? 

My personal greeting to you and all of the Washington staff. 

Sincerely yours, 


CO. AR 
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ALIEN PROPERTY CLAIMS 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 28] 


The Committee on the Judiciary, to which was referred the bill 
(S. 28) to amend the Trading With the Enemy Act, having considered 


the same, reports favorably thereon, with an amendment in the 
nature of a substitute, and recommends that the bill, as amended, 
do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That subsection 9 (a) of the Act entitled “Trading With the Enemy ae t,’’? ap- 
proved October 6, 1917, as amended (50 U.S. C. Appendix, 1946 edition, .9(a 

is amended by striking out the period at the end thereof and ins sdaliads in lieu 
thereof a colon and the following: ‘Provided, That when the property in issue is 
money, as distinguished from stock, bonds, or tangible property, if the President, 
or the officer or agency designated by him under ies 32 of this Act, shall have 
determined that a person other than said claimant is entitled to the interest, right, 
or title claimed by said claimant and sued for under this section as hereinbefore 
provided, or to any part of said interest, right, or title, and if the judgement of 
the district court is against the claimant, then the Alien Property Custodian or the 
Treasurer of the United States may pay, convey, transfer, assign, or deliver such 
money, or such part thereof, to such other person in accordance with this sectior 
or in accordance with section 32 of this Act unless said claimant shall file a bond 
with sufficient surety approved by the court conditioned for payment to the Alien 
Property Custodian or the Treasurer of the United States, as the case may be, for 
the use of such other person, of damages for delay if an appeal is taken and dis- 
missed, or if the judgment is affirmed. In the case of actions not pending o1 
appeal on or prior to the date of the approval of this proviso, such bond shall be 
filed with the circuit court of appeals within the time permitted for filing appeals; 
in the case of actions now pending on appeal, such bond shall be filed within 30 
days after the date of approval of this proviso. In its discretion, the court may 
modify or waive the requirements of the foregoing proviso, if it finds that such 
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requirements would result in undue hardship to an appellant desiring to appeal 
in good faith and not for frivolous or nuisance purposes. The court’s finding and 
ruling in this respect shall be final and shall not be subject to review. 

“(1) Any payment, conveyance, transfer, assignment, or deliverance by the 
Alien Prope rty Custodian or by the Treasurer of the United States made pursuant 
to this section or section 32 of this Act shall discharge the said Custodian or 
Treasurer from all further responsibility for the money so paid, conveyed, trans- 
ferred, assigned, or delivered, and no suits or actions shall thereafter be instituted 
or maintained against the said Custodian or Treasurer in relation to any such 
money. This subsection shall not preclude appeals from decisions of lower courts, 
but no judgments shall be entered requiring the said Custodian or Tre asurer to 
pay, convey, transfer, assign, or deliver the same money more than once.’ 


The purpose of the amendment is discussed below. 


PURPOSE 


An identical bill passed the Senate in the Eighty-first Congress. 

The purpose of the bill is to discourage the exploitation of appellate 
procedures in the Federal courts by appellants in certain alien prop- 
erty suits who, by virtue of an interpretation of section 9 (a) of the 
Trading With the Enemy Act now prevailing in the Office of Alien 
Property (hereinafter referred to as “OAP”’), are permitted to main- 
tain appeals without supersedeas bonds. The existing interpretation 
permits an appellant to tie up large sums of money for long periods, 
with no risk other than court costs, while he negotiates with the owner 
of the property for a settlement out of court as the price of with- 
drawing his claim. 

SOURCE OF PROBLEM 


The need for S. 28 stems from an interpretation of section 9 (a) of 
the act currently prevailing in the Office of Alien Property. That 
section provides that any nonenemy claiming any right, title, or in- 
terest in any property held by OAP may institute an action in a 
United States district court. The concluding sentence of the sec- 
tion states that if such an action is instituted, OAP shall retain cus- 
tody of the property ‘“* * * until any final judgment or decree 
shall be entered * * *” 

The interpretation which S. 28 would modify or ameliorate con- 
cerns the words “final judgment or decree.” OAP has for many 

years held that “final” means absolutely final—a judgment from 
ssidiats there is no appeal. In other words the current OAP interpre- 
tation requires that Office to hold the property, once a section 9 (a) 
suit is instituted, until the period for noting appeals runs out after 
judgment by a district or circuit court, or until the rehearing period 
expires following a Supreme Court judgment. This is so even though 
OAP may be aware that the suit is being prosecuted solely for its 
nuisance value. 

Because of this interpretation OAP considers itself bound by statute 
to hold the property during appeal, and being bound by statute is 
powerless to insist that the appellant post a supersedeas bond to pay 
damages if the judgment of the lower court is affirmed. The net 
result of such interpretation is that anyone, even a complete stranger 
to the property, can now file an action under section 9 (a), with no 
more risk than court costs, and by appealing and employing dilatory 
tactics can freeze large sums of money in OAP for as long as 4 or 5 
years. Many of the true owners are refugees from countries overrun 
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by the German Armies. Most of them have been deprived of every- 
thin they had except their clothing and their money held by O: AP, 
In their extreme need they are virtually forced by the existing inter- 
pretation of section 9 (a) to settle out of court. 


NORMAL CIVIL PROCEDURE 


In any ordinary civil action in the Federal courts a party who 
appeals a judgment is required to answer in damages to the other 
party for the loss of use of any property involved, if the appellate court 
sustains the lower court. If the property is money, the measure of 
damages for loss of use is usually fixed at interest at the legal rate. 

This principle of indemnity for loss of use during appeal has been in 
existence since the beginning of our Federal judicial system. Cur- 
rently it is incorporated i in rules 62 (d) and 73 (d) of the Federal Rules 
of Civil Procedure. Rule 62 (d) provides that an appellant may 
obtain a stay of execution by giving a supersedeas bond. Rule 73 (d) 
describes the coverage required of supersedeas bonds in different 
types of actions. Together they reflect the principle of indemnity 
for loss of use set out in the paragraph above. The only exceptions 
provided for are injunctions, receiverships, and patent accounting 
actions. In these excepted cases (and only in these cases) the court 
is given discretion to refuse stays of execution and to determine the 
protection and security due the appellee. 

Unless the judgment of the lower court is stayed as provided by 
rules 62 (d) and 73 (d), the lower-court judgment is carried out without 
regard to the appeal. 


OPINION OF COMMITTEE 


It is the considered opinion of the committee that the existiny inter- 
pretation of section 9 (a) as described above is unfair and inequitable. 
When compared to the procedure applicable to ordinary civil actions, 
the procedure which now obtains with respect to section 9 (a) suits 
obviously perpetrates an injustice upon the rightful owner by per- 
mitting the appellant to tie up the property for long periods with 
little risk, and by depriving the owner of both possession and damages 
for loss of use. The present procedure with respect to section 9 (a) 
suits, by comparison with the usual procedure also results, or may 
result, in the unjust enrichment of appellant. The absence of any 
material risk on the appellant’s part makes it possible for an appellant 
to exploit dubious claims, or even claims wholly without merit, for 
their nuisance value. Information presented to the committee in- 
dicates that, in at least one instance, the value placed on such a 
claim was exorbitant. Even though a settlement is not made out of 
court, such an appellant is unjustly enriched by being relieved of the 
risk of damages for loss of use. 


PROPOSED REMEDY 


Much thought has been given by the committee, by OAP, and by 
interested individuals to the problem of how the existing situation 
could best be remedied. Initial efforts were directed to the end of 
completely prohibiting nuisance suits. Extensive discussion indicated 
that it was virtually impossible to prohibit nuisance cases absolutely 
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without, at the same time, jeopardizing the rights of bona fide appel- 
lants. It was eventually determined that the most logical and reason- 
able solution was to require supersedeas bonds. 

As finally drafted, 5. 28 would become effective only after the 
claim of the litigating party has been rejected by a United States 
district court. Probably in all, certainly in the great majority of, 
such cases the claim will have also been rejected by OAP before it is 
considered by a district court. Further, the provisions of the bill 
would not become effective unless OAP has determined that some 
person other than the litigating party is the true owner of the property 
in issue. The committee 1s informed that when title to vested property 
is contested, both OAP and district courts make very thorough and 
complete examinations of the conflicting claims. The committee is 
aware of no logical or persuasive arguments why an appellant in a 
section 9 (a) action should not be required to provide the same type 
bond on appeal that any appellant in a comparable civil action is 
required to provide if he desires to stay the judgment of the lower 
court. 

One of the recognized purposes of supersedeas bonds in all types of 
civil actions is to discourage frivolous or vexatious suits. Another 
recognized purpose of supersedeas bonds is to compensate an appellee 
for the loss of use of his property if the appellate court finds such loss 
of use was unjustified. The judicial policy of the United States re- 
quires indemnity for loss of use. The existing interpretation of 
section 9 (a) is at odds with that policy. 


QUESTIONS CONSIDERED 


In the course of the committee’s consideration of the bill, certain 
questions were raised which it seems advisable to mention. It was 
pointed out that section 9 (a) actions bear some resemblance to actions 
in replevin, and doubt was expressed as to the propriety of requiring 
supersedeas bonds of unsuccessful plaintiffs in replevin actions on ap- 
peal. It was determined that, by virtue of rule 64, Federal Rules of 
Civil Procedure, replevin actions in Federal courts are conducted ac- 
cording to the laws and procedural rules of the State in which the 
Federal court concerned has its situs; that in the great majority of 
States, if not all States, a plaintiff in a replevin action must provide 
a replevin bond before instituting such action; that the replevin bond 
so required subjects the plaintiff to liability for costs and damages for 
loss of use; that the liability on such bonds continues through appeals. 
The committee was informed that in some instances State courts have 
required supersedeas bonds of plaintiffs in replevin even though plain- 
tiffs had previously posted replevin bonds, and notwithstanding the 
fact that the two bonds covered the same liability. Since section 
9 (a) actions will not begin as replevin suits, and do not require 
plaintiff to provide a bond similar to a replevin bond, the committee 
reached the conclusion that it is just and reasonable to require a 
supersedeas bond as provided in the bill. 

One question considered by the committee was the propriety of 
requiring an appellant to provide a bond which may benefit persons 
not joined as parties to the action. The bill provides that the bond 
is to be made payable to the Alien Property Custodian or the Treasurer 
of the United States “for the use of” the person previously determined 
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to be the rightful owner. Thus the actual or use beneficiary under 
the bond need not neces sarily be a party to the action. It seems 
probable to the committee that in many cases the determined owner 
will be a party; that if he is not a party, the cause will undoubtedly 
lie in the provisions of section 9 (a) limiting parties in actions under 
that section to “nonenemies.”’ The definition of “enemy” in the act 
is very broad. It includes all persons who resided in territories 
occupied by enemy forces, whether such persons were actually hostile 
ornot. In 1947 Congress gave OAP discretionary authority to return 
property to nonhostile former owners, even though they might be 
within the definition of “enemy.” But the limitation of section 9 (a) 
actions to nonenemies was not modified. Hence some perons who are 
determined to be the rightful owners by OAP will be unable to inter- 
vene in section 9 (a) suits. But the beneficiaries of any bond required 
by this bill will have been found and declared by OAP to be the true 
owners of the property involved in the suit. OPA will be, in effect, a 
voluntary trustee for the determined owner when the supersedeas 
bond is posted. One of the fundamental duties of a trustee is to 
protect the interests of his beneficiaries. 

Another question considered was whether, under the provisions of 
the bill, it might not be possible for the Government to be faced with 
the obligation of paying the same claim more than once. A new sub- 
section has been added by the committee for the purpose of preclud- 
ing any such possibility. 

‘Another question considered by the committee in some detail was 
whether the providing of a bond should or should not be left to the 
discretion of the court. While the current rules of procedure leave no 
discretion to the court except in actions involving injunctions, re- 
ceiverships, and patent infringement accountings, the committee 
deemed it advisble to vest the court with discretion in section 9 (a) 
actions. Further, the committee had in mind situations wherein the 
decisions arrived at by OAP and the district court may have turned 
on some narrow legal point and the claimant wishes to appeal in com- 
plete good faith but is too impecunious to provide a supersedeas 
bond. Since the purpose of the bill is to decrease the probability of 
nuisance appeals, the committee assumes that courts will examine re- 
quests for modification or waiver with care; that doubtful cases will 
be decided in favor of requiring bonds. The court’s ruling with re- 
spect to requiring or not requiring bonds is made final lest the objeec- 
tive of the bill be frustrated by an appeal of such ruling. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Traping With THE Enemy Act, AS AMENDED 
* * ok * * * * 

Sec. 9. (a) That any person not an enemy or ally of enemy claiming any 
interest, right, or title in any money or other property which may have been 
conveyed, transferred, assigned, delivered, or paid to the Alien Property Custo- 
dian or seized by him hereunder and held by him or by the Treasurer of the 
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United States, or to whom any debt may be owing from an enemy or ally of 
enemy whose property or any part thereof shall have been conveyed, transferred, 
assigned, delivered, or paid to the Alien Property Custodian or seized by him 
hereunder and held by him or by the Treasurer of the United States may file 
with the said custodian a notice of his claim under oath and in such form and 
containing such particulars as the said custodian shall require; and the President, 
if application is made therefor by the claimant, may order the payment, convey- 
ance, transfer, assignment, or delivery to said claimant of the money or other 
property so held by the Alien Property Custodian or by the Treasurer of the 
United States, or of the interest therein to which the President shall determine 
said claimant is entitled: Provided, That no such order by the President shall bar 
any person from the prosecution of any suit at law or in equity against the claim- 
ant to establish any right, title, or interest which he may have in such money or 
other property. If the President shall not so order within sixty days after the 
filing of such application or if the claimant shall have filed the notice as above 
required and shall have made no application to the President, said claimant may 
institute a suit in equity in the District Court of the United States for the District 
of Columbia or in the district court of the United States for the district:in which 
such claimant resides, or, if a corporation, where it has its principal place of 
business (to which suit the Alien Sramesty Custodian or the Treasurer of the 
United States, as the case may be, shall be made a party defendant), to establish 
the interest, right, title, or debt so claimed, and if so established the court shall 
order the payment, conveyance, transfer, assignment, or delivery to said claim- 
ant of the money or other property so held by the Alien Property Custodian or 
by the Treasurer of the United States or the interest therein to which the court 
shall determine said claimant is entitled. If suit shall be so instituted, then such 
money or property shall be retained in the custody of the Alien Property Custo- 
dian, or in the Treasury of the United States, as provided in this Act, and until 
any final judgment or decree which shall be entered in favor of the claimant 
shall be fully satisfied by payment or conveyance, transfer, assignment, or 
delivery by the defendant, or by the Alien Property Custodian or Treasurer 
of the United States on order of the court, or until final judgment or decree shall 
be entered against the claimant or suit otherwise [terminated.] terminated: Pro- 
vided, That when the property in issue ts money, as distinguished from stock, bonds, or 
tangible property, if the President, or the officer or agency designated by him under 
section 82 of this Act, shall have determined that a person other than said claimant is 
entitled to the interest, right, or title claimed by said claimant and sued for under this 
section as hereinbefore provided, or to any part of said interest, right, or title, and if 
the judgment of the district court is against the claimant, then the Alien Property 
Custodian or the Treasurer of the United States may pay, convey, transfer, assign, or 
deliver such money, or such part thereof, to such other person in accordance with this 
section or in accordance with section 32 of this Act unless said claimant shall file a 
bond with sufficient surety approved by the court conditioned for payment to the 
Alien Property Custodian or the Treasurer of the United States, as the case may be, 
for the use of such other person, of damages for delay if an appeal is taken and dis- 
missed, or tf the judgment is affirmed. In the case of actions not pending on appeal 
on or prior to the date of approval of this proviso, such bond shall be filed with the 
circuit court of appeals within the tume permitted for filing appeals; in the case of 
actions now pending on appeal, such bond shall be filed within thrity days after the 
date of approval of this proviso. In its discretion, the court may modify or waive 
the requirements of the foregoing proviso, if it finds that such requirements would 
result in undue hardship to an appellant desiring to appeal in good faith and not 
for frivolous or nuisance purposes. The court's findings and ruling in this respect 
shall be final and shall not be subject to review. 

(1) Any payment, conveyance, transfer, assignment, or deliverance by the Alien 
Property Custodian or by the Treasurer of the United States made pursuant to this 
section or section 32 of this Act shall discharge the said Custodian or Treasurer from 
all further responsibility for the money so paid, conveyed, transferred, assigned, or 
delivered, and no suits or actions shall thereafter be instituted ‘or maintained against 
the said Custodian o- Treasurer in relation to any such money. This subsection shall 
not preclude appeals from decisions of lower courts, but no judgments shall be entered 
requiring the said Custodian or Treasurer to pay, convey, transfer, assign, or deliver 


the same money more than once. 
7 * * * * * * 
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NOUHAD ANN KHOURY 


JANUARY 29, 1951.—Ordered to be print 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPOR 
[To accompany 8S. 118] 


The Committee on the Judiciary, to which was referred the bill 
(S. 118) for the relief of Nouhad Ann Khoury, having considered the 
same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Nouhad Ant 
Khoury shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upol 
payment of the required visa fee and head tax. Upon the granting of permane: 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro 
priate quota for the first vear that such quota is available 


PURPOSE OF THE BILL 


permanent residence in the United States to Nouhad Ann Khoury. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. 


The purpose of the bill, as amended, is to grant the status of 


STATEMENT OF FACTS 


The beneficiary of the bill is an 18-year-old native and citizen of 
Lebanon who last entered the United States on December 23, 1948, 


as a visitor. She is residing in Port Huron, Mich., with a widowed 
aunt and is attending high school there. Her purpose in coming to 
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the United States was to obtain medical treatment. Her aunt, who 
is a United States citizen, has filed a petition for adoption in St. 
Clair County, Mich. 

A letter dated July 12, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to S. 3185, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, July 12, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C: 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3185) for the relief of Nouhad Ann 
ixhoury, an alien. 

The bill would provide that in the administration of the immigration and 
naturalization laws, the Attorney General is authorized and directed to record 
Miss Nouhad Ann Khoury as having entered the United States on December 23, 
1948, for permanent residence. It would also provide that Miss Khoury shall 
not be subject to deportation by reason of such entry. 
® The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Nouhad Ann Khoury is a native and citizen of Lebanon, having 
been born on June 29, 1932, in Dbayyveh. Her only entry into the United States 
was by airplane at the port of New York on December 23, 1948, as a temporary 
visitor under section 3 (2) of the Immigration Act of 1924. In executing her 
application for a visitor’s visa at the American Consulate, Beirut, Lebanon, on 
December 1, 1948, Miss Khoury indicated that her purpose in coming to the 
United States was to obtain treatment for an eye which was injured when she 
was approximately 7 years of age, and that the length of her visit would be 6 
months. She presently resides with a widowed aunt in Port Huron, Mich., 
where she attends high school. 

Prior to the expiration of her visitor’s visa on June 22, 1949, Miss Khoury 
applied for an extension of her temporary stay. This application was denied by 
the Immigration and Naturalization Service since it then appeared that she 
desired to remain in the United States permanently. On July 18, 1949, 2 days 
before she was due to depart from the United States pursuant to advice from the 
Immigration and Naturalization Service, Miss Khoury applied for the adjustment 
of her status pursuant to the provisions of the Displaced Persons Act of 1948. 
This application, too, was denied, but the time within which she was to depart 
from the United States was extended to December 1, 1949. 

Information received from a doctor consulted by Miss Khoury in December of 
1948, at Port Huron, Mich., indicates that no further treatment can at this time 
be given Miss Khoury for the condition of her eye. 

The quota of Lebanon, to which Miss Khoury is chargeable, is oversubscribed 
for many years and an immigration visa is not readily obtainable. The records 
fail to present any facts which would justify granting her a preference over other 

nationals of Lebanon who desire to join relatives in the United States and to 
obtain the economic and other benefits of residence in this country, but who, 
nevertheless, are required to remain abroad and await the issuance of immigration 
visas. Frequently, in recent years, aliens who desire to enter the United States 
for permanent residence, but who are unable to obtain immigration visas because 
of the oversubscribed condition of the quotas to which they are chargeable, have 
entered the United States in the guise of visitors instead, in the hope of being able 
to adjust their status to permanent residence after entry. In the instant case, 
although it was claimed that Miss Khoury was in need of immediate medical 
attention at the time of her entry into this country, she apparently has received 
no treatment for her eyes since coming here. It would therefore appear that the 
claim of her need for medical attention was merely used as a means to obtain a 
visitor’s visa. To enact this bill would encourage other aliens to enter the United 
States as visitors, then remain here and seek exemption from the general immigra- 
tion laws. 

Accordingly, this Department is unable to recommend enactment of this bill. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 
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Senator Homer Ferguson, the author of the bill, has submitted the 
following information in connection with the case: 


Unirep States SENATE, 
July 27, 1950. 
Hon. Par McCarran, 
Chairman, Subcommittee on Immigration and Naturalization, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I am writing you with reference to my bill (S. 3185) for 
the relief of Nouhad Ann Khoury. 

This young lady came to United States on December 23, 1948, as a temporary 
visitor. The real purpose of her coming was to obtain treatment for an eye which 
was injured as a result of being struck by a stone during blasting of a French fort. 
At the time of the injury she was 7 vears of age. It is true that when she first 
arrived she consulted a doctor, but did not undergo immediate treatment. This 
was due to the fact that it was desired that she wait until she was older before 
receiving plastic surgery. 

I attach hereto a telegram from Senator Prentiss Brown’s firm in Detroit which 
has contacted me regarding this bill indicating the reason for the deferred surgery, 
and also stating that Dr. Reed O. Dingman, of Ann Arbor, Mich., advised them 
on July 26 that arrangements have been made for plastic surgery. 

It is the desire of the aunt and uncle of this girl to adopt her, and I also enclose 
herewith a petition for adoption at probate court for the County of St. Clair, 
Mich. 

I hope that it will be possible to give early and favorable consideration to this 
bill. 

With kind regards, I am 

Sincerely yours, 
HomER FERGUSON. 


Port Huron, Micu., July 27, 1950. 
Re Nouhad Ann Khoury. 


Hon. Homer Frerauson, 
United States Senator from Michigan: 

Nouhad Ann Khoury has been under my care for the last year and a half. She 
is suffering from an unsightly scar under her left eye. Vision is completely gone 
in her left eye, the result of the accident which caused this deformity. 

There is no need for immediate plastic operation to be performed. But she 
should have plastic surgery within the next 6 months. Arrangements have been 
made to have such plastic surgery performed. 

D. W. Parrerson, M. D. 

The bill has been amended to conform with the poiicy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 118), as amended, should be enacted. 


O 
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JOSEPH GIRARDI 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 119} 


The Committee on the Judiciary, to which was referred the bill 
(S. 119) for the relief of Joseph Girardi, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturalization laws, Joseph 
Girardi shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Joseph Girardi. The bill 
provides for an appropriate quota deduction and provision is made for 
the payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 26-year-old native and citizen of 
Hungary, who last entered the United States as a nonquota student 
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on August 26, 1949. He is attending classes at the University of 
Detroit, and is residing at the home of his uncle. He states that he 
is stateless and that he escaped from Hungary by hitchhiking across 
Germany and Belgium, finally reaching Venezuela on documents 
issued by the International Refugee Organization. His uncle has no 
children of his own and is able and willing to provide for him. 

A letter dated September 8, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3335, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 


Washington, September 8, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 3335) for the relief of Joseph Girardi, 
an alien. 

The bill would direct the Attorney General to record the lawful admission for 
permanent residence of Joseph Girardi as of September 1949. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Joseph Girardi is a native and citizen of Hungary, having been born 
in Budapest, Hungary, on September 4, 1924. Coming from Venezuela, he last 
entered the United States at the port of Miami, Fla., via airplane, on August 26, 
1949, when he was temporarily admitted as a student under section 4 (e) of the 
Immigration Act of 1924 until April 16, 1950. He was recently enrolled in the 
University of Detroit for 17 semester hours, pursuing a course in journalism, and he 
resided in Detroit at the home of an uncle, by whom he was supported. Coming 
from Hungary, Mr. Girardi first entered this country at the port of New York on 
February 21, 1948, when he was admitted until March 6, 1948, in transit to 
Venezuela upon the posting of a $500 transit bond. He was granted an extension 
of the transit privilege until March 21, 1948, and departed from the United States 
on that date at Miami, Fla. He was not granted an extension of his last temporary 
stay beyond April 16, 1950, since his travel document expired on June 16, 1950, 
which precluded him from complying with the requirement that he must be in 
possession of a travel document valid for his return abroad, or for his entry into 
some other foreign country, for at least 60 days beyond the period for which 
admittance or for which any extension is sought. Proceedings to enforce his 
departure from this country, however, were ordered held in abeyance pending 
consideration of this bill and H. R. 7972. 

The files further reflect that the alien’s mother is deceased, that his father 
resides in Budapest, Hungary, and that he has the equivalent of 2 years of college 
credit, earned at the University of Budapest. He claims to be stateless and to 
have escaped from Hungary by hitchhiking across Germany and Belgium, reaching 
Venezuela on documents issued by the International Refugee Organization in lieu 
of a passport. Investigation discloses that his record at the University of Detroit 
is good, that he is an above-average student, and that he is cooperative and well- 
liked by students and instructors. The uncle with whom he resides has no chil- 
dren of his own and has stated that he is able and willing to support him as long 
as he remains in the United States, or until his immigration status is adjusted so 
that he can support himself. 

The quota of Hungary, to which the alien is chargeable, is oversubscribed and 
an immigration visa is not readily obtainable. The record fails, however, to 
present considerations sufficient to justify the enactment of special legislation 
granting him a preference over other aliens in Hungary and elsewhere, who are 
awaiting an opportunity to come to this country for permanent residence. 


Accordingly, this Department is unable to recommend enactment of this 
measure. 


Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 
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Senator Homer Ferguson, the author of the bill, has submitted the 
following letters with reference to the case. 


Detroit, Micu., June 9, 1950. 
Hon. Homer FeEercuson, 


United States Senate, Washington, D. C. 

My Dear Senator Fercuson: In reply to your letter of May 31, 1950, in 
regard to bill, S. 3335, which was so kindly introduced in my behalf, I hereby give 
you the information you requested. 

Question No. 1. 


After escaping from a Russian concentration camp, from Godollo, Hungary, to 
Brussels, Belgium, in 1946, with the help of the International Refugee Organiza- 
tion, I went to Caracas, Venezuela, as a temporary resident. My voyage was 
financed by one of my uncles. In August 1949, I received a student visa through 
the aid of my uncle, and came to Detroit, Mich., to enter the University of Detroit. 


Question No. 2. 


Just completed my first year at the University of Detroit very successfully, and 
registered as sophomore, majoring in political science. 


Question No. 8. 

Living with one of my three uncles, who are all American citizens, and who are 
helping me. 
Question No, 4. 

No. 


Question No. 5. 
No. 
Sincerely, 
JOSEPH GIRARDI. 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., March 29, 1950. 


~ 


Senator Homer FerGuson, 
Senate Office Building, Washington, D. C. 


Dear SENATOR FerRGusoN: Confirming my telephone conversation of today 
with yourself and Mr. Dompierre, I am forwarding herewith additional information 
which I believe will be helpful in introducing your bill for the relief of Joseph 
Girardi, 5561 West Outer Drive, Detroit 21, Mich. 

Mr. Girardi’s student visa expires on April 16, 1950, and he has filed applica- 
tion for extension of time. As his document in lieu of passport expires on June 
16, 1950, he has forwarded it to the consul of Venezuela, 19 Rector Street, New 
York, N. Y., and applied for an extension thereof. The consulate general of 
Venezuela notified him that it would have to be done by request to the Ministry 
of Foreign Affairs and approval by the Minister of the Interior at Caracas, Vene- 
zuela. The document referred to is dedula de identidad No. 13065 and docu- 
mento de viaje obtained from the Ministerior de Relaciones Interiores which 
expires June 16, 1950. 

Mr. Bode, of Detroit, has forwarded me petitions signed by some 1,500 persons, 
mostly students at the University of Detroit, protesting ‘‘against the unwilling 
departure of Joseph Girardi from the United States.” 

I am enclosing herewith a clipping from the Detroit Times of March 17, 1950, 
by Jack Pickering relative to this case. 

Mr. Girardi is taking a 4-year course in journalism at the University of Detroit 
and just started his second semester in February 1950. 

Thank you for your assistance in this matter and, if there is anything I can do 
to be of service to you, please do not hesitate to call upon me. 

It has previously been determined that the Displaced Persons Act is of no 
assistance to Mr. Girardi. 

Very sincerely yours, 
Louis C. Rapaut, M. C. 





JOSEPH GIRARDI 


The bill has been amended to conform with the policy of the 
committee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 
entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 119), as amended, should be enacted. 


oO 
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ROBERT JOHANNA SORENSEN 


NUARY 29, 1951.—Ordered to be pri 


r. McCarran, from the Committee on the Judiciary, submitted t] 
following 


REPORT 
{To accompany 8. 165] 


The Committee on the Judiciary, to which was referred the bill 
(S. 165) for the relief of Robert Johanna Sorensen, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Robert Johanna 
Sorensen shall be held and considered to have been lawfully admitted to 
United States for permanent residence as of the date of the enactment of this 
act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this act, the Secretary of State 
shall instruct the proper quota-control officer to deduct one number from the 
appropriate quota for the first year that such quota is availab 


PURPOSE OF THE BILL 
The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Robert Johanna Sorensen, 


The bill provides for appropriate quota deduction and for the pay- 
ment of the required visa fee and head tax, 


STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old native and 
Denmark who last entered the United States on February 25 
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as a visitor. He has two brothers engaged in farming near Minot, 
N. Dak., and he resides with Soren Sorenson, one of the brothers. 
Both brothers have given assurances that if permitted to remain in 
this country the beneficiary of the bill will not become a public charge. 

A letter dated June 8, 1949, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General, 
with reference to S. 742, which was a bill introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, June 8, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
L’nited States Senate, Washington, D. C. 

My Dear Senator: This is in response to vour request for the views of the 
Department of Justice relative to the bill (S. 742) for the relief of Robert Johanna 
Sorensen, an alien. 

The bill would provide that in the administration of the immigration laws 
Robert Johanna Sorensen, of Minot, N. Dak., shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date 
of his last entry into this country, upon payment of the required head tax and visa 
fee. The bill would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the appropriate immigration quota. 

The records of the Immigration and Naturalization Service of this Department 
disclose that the alien was born at Engstrup, Denmark, on May 8, 1916, and is a 
native and citizen of that country. He arrived at the port of New York on Febru- 
ary 25, 1948, on the steamship Gripsholm and was admitted as a temporary 
visitor for 6 months under section 3 (2) of the Immigration Act of 1924, to visit 
his brothers in North Dakota. Since that time he has been living with them and 
assisting on their farms. They are furnishing him with board and room and 
spending money. The alien is considered as having overstayed the period of his 
temporary admission and on August 23, 1948, a warrant of arrest in deportation 
proceedings was issued against him charging that he has remained in the United 
States after failing to maintain the exempt status of visitor under which he was 
admitted. On January 24, 1949, he was found subject to deportation but was 
granted 60 days to depart voluntarily in lieu of deportation. The alien’s brothers, 
who reside near Minot, N. Dak., apparently are prosperous farmers, and both 
have given assurances that if permitted to remain in this country, their brother 
will not become a public charge. 

The quota for Denmark to which the alien is chargeable is oversubscribed and 
a visa is not readily obtainable, but the record fails to disclose sufficient reason 
to justify granting a preference to him over other persons who are chargeable to 
the quota for Denmark. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator William Langer, the author of the bill, has submitted the 
following affidavit in connection with the case: 


AFFIDAVIT 
Strate or Norta Dakota, 
County of Ward, ss: 


Soren Sorenson, being first duly sworn, deposes and says that he is a farmer 
living at Minot, N. Dak., and has been for 29 vears; that he is a brother of Robert 
Johannes Sorenson and Lars Daniel Sorenson, both of whom were admitted to 
the United States, February 5, 1948, under and by virtue of Denmark passports; 
that the brothers, Robert and Lars, have been and now are living on this affiant’s 
farm at Minot, N. Dak.; that during the period of time from February 1948 to 
the present time Lars and Robert Sorenson have lived with either this affiant or 
another brother, Swen Sorenson who is also engaged in farming. 

That neither Robert nor Lars Sorenson have been gainfully employed, that is to 
say, neither one of them have been paid wages for their work; that both Robert 
and Lars have been supplied with food, clothing, shelter, medical attention, and 
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tobacco by either this affiant or Swen Sorenson, their other brother; that the boys 
have assisted with the farm work but have never been paid wages; this was in 
accordance with the instructions when they entered the United States and that 
neither any brother nor anyone else have paid them wages; that this affiant knows 
of his own personal knowledge that neither Robert Johannes Sorenson nor Lars 
Daniel Sorenson have engaged in any activity politically or otherwise injurious 
to American public interest; 

This affiant knows of his own personal knowledge that neither Robert Johanna 
Sorensen or Lars Daniel Sorensen has been convicted of any offense either Federal 
or State either in the United States of America or in Denmark; 

Robert Johanna Sorensen and Lars Daniel Sorensen wil! continue to live at 
the homes of this affiant and the other brother, Sven Sorensen and will not be 
paid wages by either of us, but we will continue to see that they are supplied with 
the necessities of life. 

Dated at Minot, N. Dak., this 14th day of March, 1949. 

SOREN SORENSEN. 

Subscribed and sworn to before me this 15th day of March 1949, 

[SEAL] EL.ta Van Berxom Homes, 


Notary Public. 

My commission expires March 22, 1949. 

The bill has been amended to conform with the policy of the commit- 
tee in granting permanent residence in the United States to an alien 
as of the date of the adjustment rather than as of the date of last entry 
into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 165), as amended, should be enacted. 


O 
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LARS DANIEL SORENSEN 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 166] 


The Committee on the Judiciary, to which was referred the bill 
(S. 166) for the relief of Lars Daniel Sorensen, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof 
the following: 
That for the purposes of the immigration and naturalization laws, Lars Daniel 
Sorensen shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
act, upon payment of the required visa fee and head tax. Upon the granting of 
yermanent residence to such alien as provided for in this act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Lars Daniel Sorensen. 
The bill provides for appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 36-year-old native and citizen of 
Denmark who last entered the United States on February 25, 1948, 
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as a visitor. He has two brothers engaged in farming near Minot, 
N. Dak., and he resides with his brothers, Soren Sorensen at Minot, 
N. Dak., and Sven Sorensen at Granville, N. Dak. Both brothers 
have given assurances that if permitted to remain in this country the 
beneficiary of the bill will not become a public charge. 

A letter dated June 1, 1949, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 743, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE} 
Washington, June 1, 1949 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C, 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 7438) for the relief of Lars Daniel 
Sorensen. 

The bill would provide that in the administration of the immigration laws 
Lars Daniel Sorensen of Minot, N. Dak., shall be considered to have been admitted 
to the United States for permanent residence as of the date of his last entry, 
upon payment of the required head tax and visa fee. It would also direct the 
Secretary of State to instruct the proper quota-control officer to deduct one 
number from the nonpreference category of the first available quota for nationals 
of Denmark. 

It appears from the files of the Immigration and Naturalization Service of this 
Department that the beneficiary of this bill is an unmarried young man who was 
born at Engstrup, Denmark on May 12, 1914. He arrived at the port of New 
York on February 25, 1948, and was admitted temporarily for a 6 months period 
to visit relatives. He has been residing with his brothers Soren Sorensen at 
Minot, N. Dak. and Sven Sorensen at Granville, N. Dak., both of whom are 
successful prosperous farmers and citizens of the United States. On August 20, 
1948, a warrant of arrest in deportation proceedings was issued against him 
charging that he is unlawfully here in that he has remained in the United States 
after failing to maintain the exemption status under which he was admitted as a 
visitor for pleasure. On January 24, 1949, he was found to be subject to depor- 
tation on that charge, but was granted 60 days in which to depart voluntarily 
in lieu of deportation. 

Although Mr. Sorensen has no relatives in Denmark and his two brothers here 
in the United States are financially in position to assure that he would not become 
a public charge, the quota for Denmark to which he would be chargeable is over- 
subscribed and an immigration visa may not be readily obtained. His desire to 
be admitted to the United States as a permanent resident in order to be with his 
brothers is appreciated, but there are no facts presented in his case which are 
sufficiently impelling to justify granting bim a preference over the many other 
such aliens awaiting their turn for immigration visas. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of this bill. 

Yours sincerely, 
Pey?ron Forp, 
The Assistant to the Attorney General. 


Senator William Langer, the author of the bill, has submitted the 
following affidavit in connection with the case: 


AFFIDAVIT 
Strate oF Nortru Daxkora, 
County of Ward, ss: 

Soren Sorenson, being first duly sworn, deposes and savs that he is a farmer 
living at Minot, N. Dak., and has been for 20 vears; that he is a brother of Robert 
Johannes Sorenson and Lars Daniel Sorenson, both of whom were admitted to 
the United States, February 5, 1948, under and bv virtue of Denmark passports; 
that the brothers, Robert and Lars, have been and now are living on this affiant’s 
farm at Minot, N. Dak.; that during the period of time from February 1948 to 
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the present time Lars and Robert Sorenson have lived with either this affiant or 
another brother, Swen Sorenson, who is also engaged in farming. 

That neither Robert or Lars Sorenson have been gainfully employed, that is to 
say, neither one of them have been paid wages for their work; that both Robert 
and Lars have been supplied with food, clothing, shelter, medical attention, and 
tobacco by either this affiant or Swen Sorenson, their other brother; that the bovs 
have assisted with the farm work but have never been paid wages, this was in 
accordance with the instructions when they entered the United States and that 
neither any brother or anyone else have paid them wages; that this affiant knows 
of his own personal knowledge that neither Robert Johannes Sorenson nor Lars 
Daniel Sorenson have engaged in any activity politically or otherwise injurious to 
American public interest; 

This affiant knows of his own personal knowledge that neither Robert Johannes 
Sorenson or Lars Daniel Sorenson has been convicted of any offense either Federal 
or State either in the United States of America or in Denmark; 

Robert Johannes Sorenson and Lars Daniel Sorenson will continue to live at the 
homes of this affiant and the other brother, Swen Sorenson, and will not be paid 
wages bv either of us, but we will continue to see that they are supplied with the 
necessities of life; 

Dated at Minot, N. Dak., this 14th day of March, 1949. 
POREN SORENSON, 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 

; =e ~ 
entry into the United States. 

The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (S. 166), as amended, should be enacted. 


(\ 
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JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 178] 


The Committee on the Judiciary, to which was referred the bill 
(S. 178) for the relief of Zdenek Marek, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Zdenek Marek 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this Act. upon payment 
of the required visa fee and head tax. Upon the granting of permanent residence 
to such alien as provided for in this Act, the Secretary of State shall instruct the 
Proper quota control officer to deduct one number from the appropriate quota 
for the first year that such quota is available. 


PURPOSE OF THE BILL 


The bill, as amended, grants the status of permanent residence to 
a 25-year-old native of Czechoslovakia who was admitted into the 
United States as a student on July 13, 1949. The bill requires the 
payment of the head tax and visa fee and provides for the usual 
quota deduction. 


STATEMENT OF FACTS 


A letter dated September 19, 1950, addressed to the chairman of 
the Senate Committee on the Judiciary from the Deputy Attorney 
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General with reference to S. 3183 which was a bill introduced in the 
EKighty-first Congress, for the relief of the same alien, reads as follows: 


SEPTEMBER 19, 1950. 
Hon. Pat McCarran, 


Chairman, Commitiee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice with respect to the bill (S. 3183) for the relief of Zdenek 
Marek, an alien. 

The bill would provide that Zdenek Marek, who was admitted into the United 
States on a student’s visa, shall be considered as having been lawfully admitted 
to this country for permanent residence upon the payment of the required tax 
and visa fee. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the nonpreference category of the appro- 
priate immigration quota. 

The records of the Immigration and Naturalization Service of this Department 
discloses that Zdenek Marek was born on October 16, 1925, in Prostejov, Czecho- 
slovakia. He entered the United States at the port of New York on July 13, 1949, 
when he was admitted as a student to July 30, 1950. In applying for a student’s 
visa at Stockholm, Sweden, the alien stated that he was stateless and listed his 
last permanent residence as Arsta, Sweden. 

It appears that the alien who was a member of the Czech Olympic hockey 
team, came to the attention of ‘‘Prince’’ and “‘Buzz’’ Johnson, brothers, and 
students at the University of North Dakota, when they were with the United 
States Olympic hockey team in Sweden in the spring of 1949. Upon their return 
to this country the Johnson brothers interested the Grand Forks, N. Dak., 
Kiwanis, Lions, and Rotary Clubs in helping to bring the alien to the United 
States in order that he might attend the University of North Dakota, and become 
a member of the local hockey team. It is claimed that Mr. Marek left the 
Czech hockey team in Sweden and refused to return to Czechoslovakia because 
he was not a member of the Communist Party, which was then in power in his 
native country, the alien stating that his life would be in jeopardy there. His 
parents, and a brother and sister are living in Czechoslovakia. 

The alien is presently enrolled in the Arts College at the University of North 
Dakota. He is dependent upon his fraternity for support and the university 
allows him free tuition. 

The quota for Czechoslovakia is oversubscribed and a visa is not readily 
obtainable, but the record fails to disclose sufficient reason to justify granting 
this alien a preference over other persons chargeable to the same quota. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


The committee files contain the followmg additional information 
with reference to the case: 


University oF Nortu Dakota, 
Grand Forks, April 26, 1950. 
SENATE JupiciARY COMMITTEE, 
Room 424-—A, Senate Office Building, Washington, D. C. 

GENTLEMEN: | am submitting the following information with reference to 
bill S. 3183 for the relief of Zdenek Marek: 

1. Zdenek Marek left Czechoslovakia on February 9, 1949, with the national 
hockey team of that country to play in the World Olympic Hockey Tournament 
in Sweden. While he was in Sweden he decided to hide out so that he would 
not have to return to Communist dominated Czechoslovakia. He became ac- 
quainted with two American hockey players, Milton and Russell Johnson, both 
of the University of North Dakota. They promised to assist him in securing 
a visa so that he might come to this country to study. He was granted a scholar- 
ship by the University of North Dakota. He was given a student visa on July 
12, 1949, to come to this country. He arrived in Grand Forks, N. Dak., by plane 
on July 12, 1949. 

2. At the present time Zdenek Marek is a full-time student at the University 
of North Dakota. He has maintained an excellent scholastic average and is now 
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in the upper 20 percent of his class. The Lambda Chi Alpha Fraternity has 
sponsored him. He is now a member of that fraternity. 

3. He is given his board and room by the Lambda Chi Alpha Fraternity and 
has been granted a scholarship by the University of North Dakota. 

4. Zdenek Marek is an exceptional student. He participates in worth-while 
activities on the campus of the university. He is a faithful member of his church, 
fraternity, and other organizations. From all his activities he has indicated that 
he will be a fine American citizen. He is a member of the freshman hockey team 
at the university and next year he will be a member of the varsity team. He also 
ag <~ in tennis and other athletic sports. 

5. He has never been convicted on any offense under the Federal or State law. 

Sincerely, 
J. Luoyp STongs, 
Director Alumni Association and University Employment. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 


alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 178), as amended, should be enacted. 


O 
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JESUS JUAN LLANDERAL 
JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany S. 210] 


The Committee on the Judiciary, to which was referred the bill 
(S. 210) for the relief of Jesus Juan Llanderal having considered the 
same, reporis favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Jesus Juan 
Llanderal shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Jesus Juan Llanderal. The 
bill provides for a proper quota deduction and for the payment of the 
required visa fee and head tax. 


rTATEMENT OF FACTS 


The beneficiary of the bill is a 28-year-old native and citizen of the 
Philippine Islands and was last admitted to the United States on 
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March 11, 1949, as a visitor. It is stated that the beneficiary of the 
bill during the Japanese occupation of the Philippine Islands was 
actively engaged in smuggling medicine, food, clothes, and information 
to American prisoners of war. 

A letter dated July 20, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to S. 3026, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, July 20, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Sendte, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3026) authorizing the naturalization 
of Jesus Juan Llanderal. 

The bill would provide that at any time within 1 year after the date of its 
enactment, Jesus Juan Llanderal may be naturalized as a citizen of the United 
States by taking the naturalization oath of allegiance before any court having 
jurisdiction of the naturalization of aliens. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Lianderal was born on January 27, 1922 in Manila, Philippine 
Islands. .He was admitted to the United States on March 11, 1949 at San 
Francisco, Calif., as a temporary visitor for pleasure for a period of 3 months, 
and has been granted several extensions of stay, the last of which expired on 
March 10, 1950. The records also indicate that Mr. Llanderal claims to have 
been supporting himself since his entry into this country with funds he brought 
with him. 

According to an oath executed by a corporal of the United States Army, Mr. 
Llanderal, during the Japanese occupation of the Philippine Islands, was actively 
engaged in smuggling medicine, food, clothing, and information to American 
prisoners of war. However, although such activity is commendable, it does not 
seem to warrant the very unusual preferential treatment which would be accorded 
the alien by enactment of this measure, for the personal risk involved was no 
greater than that assumed by many other Filipinos who served the forces of democ- 
racv during the war. 

The normal naturalization process requires a permanent residence extending 
over 5 years. Mr. Lianderal has been in the United States only little more than 
1 year as a temporary visitor. Nor does the record appear to warrant even the 
granting of permission to remain in this country as a permanent resident. The 
Philippine quota to which Mr. Llanderal is chargeable is oversubscribed, and 
immigration visas are not readily obtainable. Many other Filipinos are awaiting 
their regular turns for the issuance of immigration visas permitting them to enter 
the United States for permanent residence. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Pryron Forp, 
Deputy Attorney General. 


Senator Dennis Chavez, the author of the bill, submitted the follow- 
ing information in connection with the case: 


BaLTImMoRE 19, Mb., April 17, 1950. 
Hon. DENNIS CHAVEZ, 
United States Senate, Washington 25, D. C. 

Dear SENATOR CHAvez: I was most happy to receive your letter of the 10th. 
You can submit the following information to the Senate Judiciary Committee 
with reference to bill 8. 3026: 

I, Jesus Juan Llanderal, holder of Republic of the Philippines passport No. 
6460 and temporary United States visa V276809, was born at my residence in 
the Philippines, 1037 Arlegui, Quiapo, Manila, on January 27, 1922. I attended 
the following schools: San Juan de Letran (completed high school); University 
of Santo Tomas (2% years college). 
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Following the close of the war, I decided to make a trip to the United States 
in order to fulfill a life-long desire. On July 14, 1948, my application for a passport 
was granted to me, and after closing out my personal affairs I sailed for San 
Francisco in February 1949. I arrived in San Francisco on March 11, 1949, and 
from that time until the end of July 1949 I visited many friends throughout the 
country. I arrived in Baltimore, at the residence of Corp. C. R. Welch, 
RA20225142, and have been staying with him ever since. I have been spending 
my time at sightseeing, writing friends, and helping with the family chores. 
Inasmuch as I was instructed by the Embassy in Manila that I could not accept 
employment because of the temporary visa status I have not been gainfully 
employed at any time during my stay in the United States, and have, therefore, 
been staying with friends and relying on funds that I brought with me to cover 
my further needs. 

I am not now, nor have I ever been, engaged in any activities, political or 
otherwise, injurious to the American public interest. In fact, because I was 
born and brought up under the American flag, I did my humble best to subvert 
the Japanese occupation of the Philippines and to aid those who were prisoners 
of war. I have never been convicted of any offense here in the United States 
or in the Philippines. If I am fortunate enough to be accepted as a citizen of 
the United States it is my intention to enlist for a career in the armed services 

I am enclosing a duplicate of this letter as requested. If any additional 
information is necessary I will be only too glad to furnish it. With every best 
wish to you, I remain, 

Jesus J. LLANDERAL. 

The bill, as originally introduced, would permit the beneficiary of 
the bill to be naturalized merely by taking the oath of allegiance 
before any court having jurisdiction of the naturalization of aliens. 
It is the opinion of the committee that the enactment of such a bill 
would create an unwise precedent. Accordingly, the Committee has 
amended the bill to adjust the status of the beneficiary of the bill to 
that of a permanent resident of the United States following which 
he may proceed toward naturalization in the regular way. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 210), as amended, should be enacted. 


0 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 223) 


The Committee on the Judiciary, to which was referred the bill 
(S. 223) for the relief of Azy Ajderian having considered the same, re- 
ports favorably thereon with an amendment in the nature of a substi- 
tute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Azy Ajderian 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this act, upon payment 
of the required visa fee and head tax. Upon the granting of permanent residence 
to such alien as provided for in this act, the Secretary of State shall instruct the 
proper quota-control officer to deduct one number from the appropriate quota 
for the first vear that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Azy Ajderian. Provision 
is made for an appropriate quota deduction, and for the payment of 
the required visa fee and head tax. 
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STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old native of Turkey and a 
citizen of Bulgaria. She entered the United States on December 
30, 1947, as the fiancée of a United States citizen veteran of World 
War II. One of the conditions under which she was admitted was 
that her marriage take place within 3 months of the date of her admis- 
sion jo the United,States. The beneficiary of the bill did not marry 
her fiancé within the 3 months prescribed by statute. Her mother is 


a lawful resident of the United States and her brother is a United 
States citizen. 

A letter dated June 6, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to S. 1819, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ATTORNEY GENERAL, 


Washington, June 6, 1950. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1819) for the relief of Azy Ajderian. 

The bill would provide that Azy Ajderian shall be considered to have been 
lawfully admitted to the United States for permanent residence as of December 
30, 1947, and it would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Azadouhy Michran Ajderian was born in Marsovan, Turkey, on 
January 1, 1916, and that she is a citizen of Bulgaria of the Armenian race. 
Coming from Sofia, Bulgaria, she entered the United States at the port of New 
York on December 30, 1947, when she was admitted for a period of 3 months 
under the provisions of Public Law 471, Seventy-ninth Congress, as amended, 
as the alien fiancée of Mr. Charles Paul Khitikian, a United States citizen veteran 
of World War II. A departure bond of $500 was posted as required by Law. 
Miss Ajderian and her fiancé did not marry within the 3 months prescribed by 
the statute under which she was admitted, and she has unlawfully remained in 
the United States longer than such period. Action to enforce her departure was 
ordered held in abeyance pending consideration of the instant bill. 

It further appears from the records in this case that Miss Ajderian had not met 
Mr. Khitikian before her admission to the United States, except through corre- 
spondence, by means of which their engagement was arranged. According to 
Mr. Khitikian, he met Miss Ajderian through her cousin, John Balaian, of New 
York City, and he saw her about six times over a period of 6 weeks before he 
decided not to go ahead with the marriage. 

The alien’s mother was admitted to the United States for permanent residence 
on August 30, 1948, as a preference-quota immigrant, upon the petition of her 
son, Thomas Ajderian of Drexel Hill, Pa. Her father is deceased. She stated 
she has not been employed in the United States, and has been entirely dependent 
upon her brother, a United States citizen, for support. Before coming to the 
United States the alien was employed as assistant librarian by the Information 
Service in Sofia. Individuals in the neighborhood where she resides, who have 
known her since January 1948, spoke favorably of her. 

The quota for Turkey, to which Miss Ajderian is chargeable, is oversubscribed 
for several years and an immigration visa is not readily obtainable. The condi- 
tions under which she was admitted having failed, and no other basis to except 
her from the general provisions of the law appearing, there would seem to be no 
justification for preferential treatment as proposed in this case. 

Accordingly, the DepartmentZof Justice is unable to recommend enactment 
of the bill. 

Yours sincerly, 


Peyton Forp, 
Deputy Attorney General. 
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Senator Clinton P. Anderson, the author of the bill, has submitted 
the following information with reference to the case: 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 


August 8, 1949. 
Hon. Pat McCarran, 


Chairman, Senate Committee on the Judiciary, 
Senate Office Building. 

Dear Senator McCarran: I have your letter of August 5 advising that it is 
the policy of your Subcommittee on Immigration and Naturalization, to which 
has been referred my bill, S. 1819, to take no action on a private measure until 
certain information is submitted. 

As is apparent from the attached correspondence, and of this your committee 
is no doubt aware, my bill actually represents a reintroduction of S. 2555, which 
former Senator Carl A. Hatch submitted for the relief of Azy Ajderian in the 
Eightieth Congress, second session. 

Among the attachments I am submitting in connection with your letter of 
the 5th, you will therefore find copies of statements furnished by former Senator 
Hatch to your committee; specifically, these may be identified as the statement 
of Jerome Collin of May 1, 1948, letter of Virginia E. McGonigal of May 10, 
1948, and statement of Nejib Hekimian of May 11, 1948—all of which are no 
doubt still in your committee's files. The most recent correspondence, you will 
notice, serves as explanatory background to the introduction of 5. 1819 

Sincerely yours, 
Crinton P. ANDERSON. 


Fuusuina, N. Y., May 1, 1948. 
To Whom It May Concern: 

On March 25, 1947, while a member of the secretariat of the United Nations 
Balkans Commission, I had occasion to meet Miss Azy Ajderian at Sofia. At that 
time she was employed by the American Embassy as a librarian. 

Since that time I have formed a most favorable impression of her character. 
Her conduct at all times unequivocally attests to her absolute truthfulness and 
sincerity. She has always, to my knowledge, maintained unimpeachable integrity. 
She has demonstrated to me her superior ability to assume responsibility and to 
meet responsibility with the full realization of the solemn obligations to be dis- 
charged. Miss Ajderian is deeply conscientious with regard to any obligations 
she accepts, and there is no question in my mind but that she will solemnly fulfill 
them. 


She is obediently law-abiding and her moral conduct is exemplary. 


JEROME COLLIN. 


May 10, 1948. 
Mr. CHAPMAN REVERCOMB, 


Senate Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 

Dear Mr. Revercoms: I am writing you in connection with a bill, S. 2555, 
introduced in the Senate of the United States on April 26, 1948, by Senator Carl 
A. Hatch, in connection with an application for permanent residence of Azy 
Ajderian, who entered the United States on December 30, 1947. I hope that the 
following information will be of assistance in this case. 

I am employed by the Department of State and served from August 1945 until 
November 1947 as cultural attaché at the American Legation, Sofia, Bulgaria, 
now being assigned to the Department in Washington. My work in Bulgaria 
was with the informational and educational exchange program of the Depart- 
ment of State, and one of the phases of the work included the planning, equipping, 
installation, and supervision of an American library in Sofia, which was opened 
on November 15, 1945. 

Two Bulgarians were employed by me for work in this library, and at that time 
Miss Azadouhy (Azy) Ajderian was hired as an assistant librarian. She was 
referred to me by Miss Mellony Turner, director of the American Girls School at 
Lovetch (Methodist missionary), at which school Miss Ajderian had been a stu- 
dent, and was highly recommended by Miss Turner, as well as by other references 
which were checked. Previous to the closing of the American College in Sofia, at 
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~ ie of the war, she had worked for 4 years in the bursar’s office of that 
school. 

Miss Ajderian continued in the employ of the American Legation until her 
departure for the United States in late November 1947, and during those 2 years 
was a very loyal and capable employee and contributed greatly to the efficient 
operation of the American library. 

Miss Ajderian and her mother were alone in Bulgaria and desired to come to 
the United States to join her brother who has been an American citizen for a 
number of years, serving in World War II. 

If granted permanent residence, I feel that she, as well as her mother, will 
become good and valuable citizens of the, United States. 

The mother, presently waiting in Paris, France, for permission to enter on the 
Turkish preference quota, worked for many years at the American College in 
Sofia and also is very well thought of. Both, of course, have a good command of 
the English language. 

I shall be glad to appear before your committee at any time if 1 can be of further 
help on this application, and hope that favorable action will be taken. 

Sincerely yours, 
Vireintra E. McGoniaatu. 


Negip HEKIMIAN GALLERIES, 
Washington, D. C., May 11, 1948. 
To Whom It May Concern: 

On December 30, 1947, Miss Ajderian was permitted to enter the United States 
for a period of 90 days for the purpose of marrying an American citizen. Upon 
her arrival here she refused to marry the person in question as she found him a 
person not fit to be her husband. 

At the present time the lady in question has no position because under the 
immigration laws she is not permitted to work while in this country as a visitor. 
She is, nevertheless, living with her brother, Thomas Aiderian, a United States 
veteran of World War Ii, who is now operating a dry-c!saning plant in Phila- 
delphia, Pa. There is no doubt that because of Miss Ajderian’s past education 
and experience she will have no difficulty in this country in obtaining a position; 
and we can assure you that she will never become a public charge. 

Miss Ajderian is not engaged in any activities, political or otherwise, injurious 
to the American public interest. In fact, she has shown much interest in the 
American way of living and is very devoted to her brother, Thomas. She has 
never been convicted of any offense under our Federal or State laws, or the laws 
of any nation 

I also would like you to make reference to a letter written by Miss Virginia B. 
McGonigal on May 10, 1948, addressed to the Honorable Chapman Revercomb. 

Respectfully yours, 
Nesip HEKIMAN. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case is of 
the opinion that the bill (S. 223), as amended, should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 371] 


The Committee on the Judiciary, to which was referred the bill 
(S. 371) for the relief of Mrs. Vera Raupe, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Mrs. Vera 
Raupe shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this act, the Secretary of State shall 
instruct the proper quota control officer to deduct one number from the appropri- 
ate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Mrs. Vera Raupe. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 23-year-old native and citizen of 
Czechoslovakia who last entered the United States as a visitor on 
February 6, 1948, at the invitation of Harold W. Raupe, a United 
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States citizen. Shortly after her arrival, she and Mr. Raupe were 
married. Subsequently, they were divorced and she is presently 
residing in Dallas, Tex., and is being supported by her former 
husband’s relatives. The record reveals that Mrs. Raupe acted as 
interpreter for the American forces and also worked for the American 
Red Cross while in Czechoslovakia. 

A letter dated March 20, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Assistant 
to the Attorney General with reference to H. R. 5782, which was a 


bill introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 
Marcu 20, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Commitiee on the Judiciary, House of Representatives, 
Washington, D. C. 

My Dear Mr. CuHarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 5782) for the relief of Mrs. 
Vera Raupe, an alien. 

The bill would provide that Mrs. Vera Raupe shall be considered to have been 
lawfully admitted to the United States for permanent residence on February 6, 
1948. It would also direct the Secretary of State to instruct the quota-control 
officer to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Vera Raupe, nee Kohoutek, is a native and citizen of Czecho- 
slovakia, having been born in Berehobo, Czechoslovakia, on February 28, 1927. 
She entered the United States at the port of New York, via airplane on February 
6, 1948, when she was temporarily admitted under section 3 (2) of the Immigra- 
tion Act of 1924, as a visitor until April 30, 1948. On May 10, 1948, she applied 
for an extension of her temporary admission, but her application could not be 
considered since she was unable to have her passport revalidated. She was also 
the beneficiary of a petition for the issuance of a nonquota immigration visa as 
the wife of a citizen of the United States, on the basis of a petition filed by her 
husband, who subsequently withdrew his petition because he had filed a suit for 
divorce. Her application for adjustment of her status pursuant to section 4 of 
the Displaced Persons Act of 1948 was denied on September 19, 1949, on the 
ground that she had not established that she could not return to her native coun- 
try because of fear of persecution on account of-race, religion, or political opinion. 
She has remained in the United States longer than permitted as a temporary visitor 
and she is now considered as being unlawfully in this country. Proceedings to 
enforce her departure, however, were ordered deferred pending consideration of 
this bill. 

Mrs. Raupe stated that she attended the grade schools in her native town, went 
to Prague in 1938, where she attended secondary schools until 1942, when she 
entered Victoria College, a finishing school for young women at Prague. She 
further stated that the school was closed during the war, that thereafter she lived 
with her parents, that her father died in 1944, and that her mother, brother, and 
grandmother still reside in her native country. It appears that Harold W. Raupe, 
an American citizen, received the alien’s name from a friend, a native of Czecho- 
slovakia, who had married a United States citizen and was residing in this country. 
The alien stated that after corresponding with Mr. Raupe she received an invita- 
tion to visit him and his family in Oklahoma City, Okla. In response to the 
invitation she arrived in this country as above stated and was married to Mr. 
Raupe the following day. The record indicates that they separated in January 
1949, when Mr. Raupe instituted proceedings for a divorce. Mrs. Raupe is 
presently residing at the YWCA in Dallas, Tex. She is not employed, but is 
being supported by her brothers-in-law, and stated that she earns about $20 
a week making miniature dolls. Several persons who were interviewed spoke 
very favorably of her. 

The quota of Czechoslovakia, to which Mrs. Raupe is chargeable, is over- 
subscribed and a visa is not readily obtainable. The record, however, fails to 
present considerations sufficient to justify the enactment of special legislation 
granting her a preference over other aliens abroad who are awaiting an opportunity 
to come to this country for permanent residence. 
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Accordingly, this Department is unable to recommend enactment of the 
measure. 
Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney Generai. 


Congressman J. Frank Wilson submitted the following information 
with reference to the beneficiary of the bill: 


CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., May 29, 1950. 
Hon. Francis E. Water, 
Chairman, Subcommittee on Immigration and Naturalization, 
House Committee on the Judiciary, Washington, D. C. 


Dear Mr. CuarrMan: I wish to thank you for the recent hearing held before 
your subcommittee on H. R. 5782 introduced in behalf of Mrs. Vera Raupe. 

Mrs. Raupe, a native of Czechoslovakia, entered the United States in 1948 
under the Immigration Act as a visitor at the invitation of Mr. Harold W. Raupe, 
an American citizen, who had been corresponding with her for some 6 months and 
offered marriage upon her arrival. Shortly after her arrival in this country the 
marriage was consummated, but unfortunately it was not a success and Mr. 
Raupe filed suit for divorce. 

Mrs. Raupe acted as interpreter for the American forces as well as worked for 
the American Red Cross while in Czechoslovakia. Because of her anticommu- 
nistic ideals and the loss of connection with relatives, it would be physically dan- 
gerous for Mrs. Raupe to return. The quota of Czechoslovakia is oversubscribed 
and it. will require special legislation to permit her to remain in the United States 
for permanent residence. 

Many substantial citizens are interested in the welfare of Mrs. Vera Raupe. 
In addition to the witnesses appearing before your committee in support of this 
proposed legislation, I have received telephone calls or communications from Mr. 
Sid Hansen, former fire chief of Dallas, Tex.; Mr. John Dunlap, agent in charge, 
Internal Revenue, Dallas, Tex.; Mrs. D. B. Malernee, Oklahoma City, Okla.; 
Mr. and Mrs. J. H. Haden and family, Oklahoma City, Okla.; and Mr. Edgar E. 
Hoppe, tax adviser, Commissioners Management Staff, Bureau of Internal 
Revenue, Washington, D. C. Attached hereto are several communications, two 
from Mrs. Raupe’s brothers-in-law, testifying to her good moral standards, 
character, physical health and habits and recommending her for admission as a 
citizen of this country. The brothers-in-law of Mrs. Raupe and their families 
have a high regard for Mrs. Vera Raupe, stating she is not now and will not 
become a charge of the Government and urged that she remain as one of the 
family. 

I am of the opinion, from the facts brought out in this case, that a great injustice 
would be done this young lady if she is not permitted to remain for the purpose 
of permanent residence. I strongly urge the enactment of H. R.-5782. 

Sincerely yours, 
J. Frank Wiuson, Member of Congress. 





Datuas, Tex., August 8, 1949. 
Re Mrs. Vera Kohoutkova Raupe, Dallas, Tex. 
Hon. J. Frank WILSON, 
House of Representatives, Washington, D. C. 

Dear Mr. Witson: Mrs. Vera Kohoutkova Raupe entered the United States 
on or about February 6, 1948. Upon her arrival in New York she immediately 
came via air to Dallas where she was met by Mrs. Raupe and myself. 

Shortly after her arrival she was married to my brother, Harold W. Raupe. 
After a few months she was separated from my brother and for a period of several 
months she lived in our home. Later she moved tothe Young Women’s Christian 
Association in order that she might have the association of younger women. 

We have always considered Vera Raupe as one of our family, notwithstanding 
the unsuccessful marriage with my brother. She is always welcome in our home 
and every 2 or 3 weeks she spends the week end with us as she is doing at this 
moment. 
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Vera is a lovely young lady and has high moral standards. She would be a 
credit to any country as a citizen. Because of her excellent background she can 
adapt herself and soon fit into any picture. We have always vouched for Vera 
that she has not, nor will ever be a charge to the Government. Many tales are 
told of the intolerable conditions in her native country since it has been com- 
munized. In the event of an emergency she would be of invaluable service to 
this Government. 

The writer is a veteran of the military service of the United States, having 
spent over 8 years in active duty in both World Wars, and is active in Reserve 
affairs with a Reserve unit now at Love Field in the capacity of executive officer 
of the Four hundred and sixty-fifth Quartermaster Group. 

If you, Mr. Wilson, ean help Vera to obtain her papers you will do a service to 
a deserving girl and the Government will never regret admitting her as a citizen. 

Fioyp D. Ravper. 
Stare or TEXas, 
County of Dallas, City of Dallas, ss: 


On this 8th day of August 1949, personally appeared before me Floyd D. Raupe, 
to me known to be the individual who executed the foregoing instrument, and 
he duly acknowledged to me that he executed same, and being duly sworn, made 
oath that the statements contained therein are true and correct. 


[SEAL] L. H. Smrrn, Dallas, Tez. 





AFFIDAVIT OF FRED G. RavuPE 
STATE OF OKLAHOMA, 


Oklahoma County, ss: 


Fred G. Raupe, of lawful age, being first duly sworn upon his oath, says: 

I am and have been for many years a resident of Oklahoma County, State of 
Oklahoma. I am personally acquainted with Vera Raupe and know her well. 
She is of legal age, of highest moral character, has a pleasant appearance, is well 
educated, and possessed of an engaging personality. 

Said Vera Raupe is in good physical health and is capable of earning her own 
livelihood and of maintaining herself without any assistance. 

I am of the firm opinion that Vera Raupe would be a good and valuable citizen 
of the United States of America. 

The said Vera Raupe has been a guest in my home for several months upon 
one occasion and I had the opportunity to become completely acquainted with 
her, her habits, personality, and character and the foregoing is predicated upon 
my personal acquaintance and knowledge of said Vera Raupe. 

Further affiant sayeth not. 


Frep G. Ravuper. 


Before me, the undersigned, a notary public in and for said county and State, 
on this 7th day of September 1949, personally appeared Fred G. Raupe, to me 
known to be the identical person who executed the within and foregoing instru- 
ment, and acknowledged to me that he executed the same as his free and voluntary 
act and deed for the uses and purposes therein set forth. 

Witness my hand and official seal the day and year last shown above. 


[SEAL] Loris McCouain, Notary Public. 
My commission expires September 9, 1951. 





AFFIDAVIT OF JAMES F. GARDNER 


Before the undersigned authority personally appeared James F. Gardner, to me 
well known, and after being sworn did, under oath, depose and say: 

I have known Mrs. Vera Kohoutek Raupe ever since she first arrived in the 
United States from Czechoslovakia. I have been representing her in her attempt 
to settle her immigration status with the State Department for the purpose of 
getting her a 4—A preferred immigration visa by virtue of her status as the wife of 
an American citizen. 

During my acquaintance with her I found her to be a very high type person, 
extremely well educated, and extremely and sincerely interested in becoming a 
citizen of the United States because of her deep feeling for this country. She is 
extremely talented artistically, and I have been advised further that she has taken 
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&@ course as a beauty counselor, and has a position as a beauty counselor division 
manager waiting for her in Dallas as soon as her immigration status will allow her 
to take employment. 
I have no hesitancy whatever in recommending Mrs. Vera Kohoutek Raupe as 
a citizen for admission to the United States as a citizen of the United States, for I 
feel that she will always do credit to her adopted country, and will make a fine, 
outstanding, intelligent, and loyal citizen. 
Further the deponent sayeth not. 
JAMES F. GARDNER. 
Sworn and subscribed to by me, this 5th day of August A. D. 1949. 
[SEAL] ToNnrE SCHULTE, 
Notary Public, Bexar County, Tez. 





Youna WoMEN’s CHRISTIAN ASSOCIATION, 
Dallas, Tex., August 2, 1949. 
Re Mrs. Vera Kohoutkova Raupe. 
Hon. J. FRANK WILSON, 

House of Representatives, Washington, D. C. 


Dear Str: Mrs. Vera Kohoutkova Raupe was referred to the YWCA for 
housing on March 8, 1949, by her sister-in-law, Mrs. F. D. Raupe, Dallas, Tex. 

In the interview Mrs. Raupe stated that Vera was the wife of her husband’s 
brother. She had entered the United States at New York on a visitor’s visa as 
Vera Kohoutkova from Prague, Czechoslovakia, on February 6, 1948. 

The sister-in-law stated that Vera’s marriage had proved unsuccessful, and at 
the time she was an invited guest in their home. It was felt by Vera and Mr. 
and Mrs. Raupe that it would be better for Vera to live at the YWCA residence 
where she might have the association of young women of her own age. The 
Raupe family agreed to assume the responsibility for her maintenance. She was 
referred to the YWCA residence for housing and is still with us. 

My contacts with Vera have been in the capacity of counselor. During the 
period of time she has been with us we have had a number of conferences. I have 
found Vera to be a young woman of impeccable character, good judgment, and 
splendid attitudes. She is industrious and adaptable. She has made a real 
contribution to the life of the young women at the YWCA residence through her 
fine philosophy of life, education, culture, and appreciation of young womanhood. 

The Young Women’s Christian Association will be glad to continue to counsel 
with Vera as long as she feels the need of the services we have to offer. 

Yours very truly, 
Mrs. LovutisE GREENBAUM, 
Director, Personal Service Department. 
State or Texas, 
County of Dallas, City of Dallas, ss: 


On this second day of August, 1949, personally appeared before me the said 
Mrs. Louise Greenbaum, to me known to be the individual who executed the 
foregoing instrument, and she duly acknowledged to me that she executed the 


same, and being duly sworn by me, made oath that the statements contained 
therein are true. 


[SEAL] Marsorig Latuem, Notary Public. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 371), as amended, should be enacted. 


O 
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WILLARD CHEEK AND LOUISE CHEEK 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted tl 
following 


REPORT 
mpany S. 464] 


The Committee on th Judiciary, to which was referred 
(S. 464) for the relief of Willard Cheek and Louise Cheek, 
considered the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That the Secretary of the Treasury be, and he is hereby, authorized and di- 
rected to pay, out of any money in the Treasury not otherwise appropriated, the 
sum of $2,500 to Willard Cheek, and the sum of $2,500 to Louise Cheek, oa h of 
Melville, Louisiana, in full settlement of all claims against the United States on 
account of the death of their father, Charlie Cheek, and burial expenses in s 
as a result of an accident involving an Army airplane wl hich occurred at Barks- 
dale Field, Bossier Parish, Louisiana, on September 10, 1941, when said Arr 
airplane crashed into a truck in which the said Charlie Cheek was wo vine: 
Provided, That no part of the amounts appropriated in this Act in excess of 10 
per centum thereof shall be paid or delivered to or received by any agent or 
agents, Or attorney or attorneys, On account of services rendered in connection 
with these claims, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating any of the provisions of this Act shall 
be deemed guilty of a misdemeanor and upon conviction thereof shal! be fined 
in any sum not exceeding $1,000. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $2,500 to Willard Cheek, and the sum of $2,500 to Louise 
Cheek, both of Melville, La., in full settlement of all claims against 
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the United States on account of the death of their father, Charlie 
Cheek, and burial expenses incurred, as a result of an accident involv- 
ing an Army airplane which occurred at Barksdale Field, Bossier 
Parish, La., on September 10, 1941, when said Army airplane crashed 
into a truck in which the said Charlie Cheek was working. 


STATEMENT 


It appears from the records of the Department of the Army on S. 
2952, of the Eighty-first Congress, which is set forth in part as ohiows: 


That on September 10, 1941, the Forcum-James Co., general contractors of 
Dyersburg, Tenn., was engaged in the construction of runways and taxiways at 
Barksdale Field, La.; that on that date, while Charlie Cheek, an employee of said 
company, was operating a motor vehicle at the site of the project, and Army 
airplane ran off a runway and crashed into such vehicle; and that as a result of the 
crash and ensuing fire Mr. Cheek was burned to death. 

Charlie Cheek was 38 years of age at the time of his death. He had been 
married twice, and had two children, Willard Cheek and Louise Cheek, by his 
first wife, but none by his second wife, Mrs. Ruby Mae Cheek. Only one of the 
two children was classified as a dependent of Charlie Cheek at the time of his 
death, as the other child had lived with an aunt since birth and was not being 
supported by Mr. Cheek. The compensation, which was awarded under the 
Louisiana workmen’s compensation law, on account of Mr. Cheek’s death, there- 
fore, was divided equally between Mrs. Ruby Mae Cheek and the child who was 
living with her and Mr. Cheek at the time of the latter’s death. Compensation 
payments based on 4636 percent of Mr. Cheek’s weekly wage of $20, amounting to 
$9.25 per week, were divided equally between Mrs. Ruby Mae Cheek and the 
child who was living with her. This child became 18 years of age on November 
8, 1943, at which time the compensation payments for it ceased. Mrs. Ruby Mae 
Cheek was remarried on March 18, 19438, to one James Paul Martin, by reason of 
which fact compensation payments to her ceased. The total payments made to 
both dependents amounted to $890.04, plus $150 for burial expenses and $78 for 
the appointment of a tutor for the minor child. The Department of the Army 
has no information with respect to the expenses incurred in connection with the 
burial of Mr. Cheek. 

The evidence in this case fairly establishes that this aircraft accident and the 
resulting death of Charlie Cheek were not caused by any fault or negligence on 
his part but arose out of noncombat activity of the Army. The Department of 
the Army, therefore, believes that the two children of the deceased should be com- 
pensated in a reasonable amount for their father’s death. The proposed award 
of $15,000 provided in S. 2952 appears to be somewhat excessive. Considering 
the age, occupation, and earnings of the decedent at the time of his death, and 
the amount of the compensation benefits that were paid by the workmen’s com- 
pensation insurance carrier of the decedent’s employer, it is believed that awards 
to Mr. Cheek’s two children totaling $9,000 ($4,500 for Willard Cheek and $4,500 
for Louise Cheek) would constitute fair and reasonable settlements of their 
claims. The Department of the Army, accordingly, would have no objection to 
the enactment of this bill if it should be amended to provide for an award to 
Willard Cheek in the amount of $4,500 and an award to Louise Cheek in a like 
amount. 


The Department of the Army states in part, as follows: 


These claimants have no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 
933; 28 U. 8. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public 
Law 55, 8lst Cong.), for the reason that the accident out of which their claims 
arise occurred prior to January 1, 1945. 


The Department of Justice concurs generally in the remarks of the 
Department of the Army, but indicates that the sum as suggested by 
the Army Department appears to be somewhat excessive and recom- 
mends that the amount of $5,000 be substituted therefor. 

From the Army report it would appear that there was one child who 
lived with an aunt and one child who lived with the father and was 
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completely supported by him. According to a letter received by the 
sponsor of the bill of the Eighty-first Congress (S. 295 52), said letter 
being hereto attached, it was Louise Cheek who was livi ing with the 
aunt and Willard Cheek who was living with the father; however, that 
letter points out that the father contributed substantially to the sup- 
port of the child living with the aunt. Accordingly the committee is 
of the opinion that Louise Cheek at the time was a de pendent of the 
deceased Charlie Cheek. 

The committee believe that there is liability on the part of the 
United States Government to pay the claim and while there is merit 
to the suggestions of the Department of the Army, the committee is 
of the opinion that the amount proposed by the Department of Justice 
is the amount that seems to be more just and reasonable and therefore 
recommends that the bill, as amended, be considered favorably 

Attached hereto and made a part of this report are letters from the 
Department of Justice, dated November 7, 1950, from the Depart- 
ment of the Army, dated July 27, 1950, and a letter addressed to 
Senator Russell B. Long, the sponsor of the bill, dated December 29, 
1950. 


DEPARTMENT Or JuSTIC! 
Nove mobe Pe be ] I / 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2952) for the relief of Willard Cheek 
and Louise Cheek 

The bill would provide - for the payment of the sum of $15,000 to Willard Cheek 
and Louise Cheek, Melville, La., for damages and burial expenses on account of 
the death of their father, Charlie Cheek, resulting from an accident involving an 
Army airplane. 

In complis ance with your re a lest, a report was obtained from the Department 
of the Army concerning this leg gislation. According to that report, W hie his e 
close + it appears that on September 10, 1941, Charlie Cheek, who was aaicaat 
by a firm of general contractors, engaged in the construction of runways and taxi- 
ways at Barksdale Field, La., was operating a moior vehicle at the site of the 
project. An Army airplane ran off the runway, crashed into the vehicle and as a 
result, of the crash and ensuing fire, Mr. Cheek was burned to death. At the time 
of his death he was 38 years of age and left surviving his wife and two children by 
a former marriage. Only one of the children was classified as a dependent of 
Charlie Cheek at the time of his death as the ovher child had lived with an aunt 
since birth and was not being supported by Mr. Cheek. Compensation under the 
Louisiana workmen’s compensation law was awarded to his wife and the one 
dependent child. This child became 18 years of age on November 8, 1943, at 
which time the compensation payments for it ceased. Mrs. Cheek was remarried 
on March 18, 1943, by reason of which fact compensation payments to her ceased. 
The total of payments made to both dependents amounted to $890.04, plus $150 
for burial expenses and $78 for the appointment of a tutor for the minor child. 

The Department of the Army states that the evidence fairly establishes that 
the accident and resulting death of Charlie Cheek arose out of noncombat activity 
of the Army and that it believes that the two children of the deceased should be 
compensated in a reasonable amount for the father’s death, but that the proposed 
award of $15,000 appears to be somewhat excessive. ‘That Department states 
that it believes that an award of $4,500 to each of the two children, or a total of 
$9,000, would constitute a fair and reasonable settlement of th e clai os. The 
report states that the Department of the Army would have no objection to enatt- 
ment of the bill if it should be amended in accordance with the suggested amended 
bill set out on pages 2 and 3 of the report. 

The Department of Justice concurs in the view of the Department of the Arm; 
that the proposed award of $15,000 appears to be excessive in the light of the 
age, occupation, and earning capacity of the deceased at the time of his death, 








4 WILLARD CHEEK AND LOUISE CHEEK 


together with the compensation benefits received by those heirs dependent upon 
him. In view of the fact that one of the claimants seems to have had no depend- 
ency upon the deceased, and the other has been compensated to some extent, and 
is now apparently of legal age, it is felt that even the amount suggested by the 
Department of the Army, to wit, $9,000, is probably somewhat excessive and that 
a total payment not exceeding $5,000 would be adequate compensation when all 
the factors involved in this situation are considered. 

Accordingly, the Department of Justice would have no objection to enactment 
of the bill if it should be amended to provide for payment of $5,000 to be equally 
divided between the claimants. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


DEPARTMENT OF THE ARMY, 
July 27, 1950. 
The honorable the ArroRNEY GENERAL, 
Washington, D. C. 

Dear Mr. ArrorNEyY GENERAL: Reference is made to your letter with which 

vou enclosed a copy of S. 2952, Eighty-first Congress, a bill for the relief of Willard 

sheek and Louise Cheek. You state that the Senate Committee on the Judiciary 
has requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
vour Department and submitted along with your report to the committee. You, 
therefore, request the comments of the Department of the Army on 8. 2952. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay, out 
of any money in the Treasury not otherwise appropriated, to Willard Cheek and 
Louise Cheek, Melville, Louisiana, the sum of $15,000 for damages and burial 
expenses, on account of the death of their father, Charlie Cheek, resulting from an 
accident involving an Army airplane at Barksdale Field, Bossier Parish, 
Louisiana, which occurred on September 10, 1941, when said Army airplane 
crashed into a truck on which the said Charlie Cheek was working, which truck was 
within the boundaries of said Barksdale Field * * * _ in full settlement of all 
claims against the United States resulting from said accident.” 

It appears from the records of the Department of the Army that on September 
10, 1941, the Forcum-James Co., general contractors, of Dyersburg, Tenn., was 
engaged in the construction of runways and taxiways at Barksdale Field, La.; 
that on that date, while Charlie Cheek, an employee of said company, was operat- 
ing a motor vehicle at the site of the project, an Army airplane ran off a runway 
and crashed into such vehicle; and that as a result of the crash and ensuing fire 
Mr. Cheek was burned to death. 

Charlie Cheek was 38 years of age at the time of his death. He had been mar- 
ried twice, and had two children, Willard Cheek and Louise Cheek, by his first 
wife, but none by his second wife, Mrs. Ruby Mae Cheek. Only one of the two 
children was classified as a dependent of Charlie Cheek at the time of his death, 
as the other child had lived with an aunt since birth and was not being supported 
by Mr. Cheek. The compensation, which was awarded under the Louisiana 
workmen’s compensation law, on account of Mr. Cheek’s death, therefore, was 
divided equally between Mrs. Ruby Mae Cheek and the child who was living 
with her and Mr. Cheek at the time of the latter’s death. Compensation pay- 
ments based on 46% percent of Mr. Cheek’s weekly wage of $20, amounting to 
$9.25 per week, were divided equally between Mrs. Ruby Mae Cheek and the 
child who was living with her. This child became 18 years of age on November 
8, 1943, at which time the compensation payments for it ceased. Mrs. Ruby 
Mae Cheek was remarried on March 18, 1943, to one James Paul Martin, by 
reason of which fact compensation payments to her ceased. The total payments 
made to both dependents amounted to $890.04, plus $150 for burial expenses 
and $78 for the appointment of a tutor for the minor child. The Department 
of the Army has no information with respect to the expenses incurred in connec- 
tion with the burial of Mr. Cheek. 

The evidence in this case fairly establishes that this aircraft accident and the 
resulting death of Charlie Cheek were not caused by any fault or negligence on 
his part but arose out of noncombat activity of the Army. The Department 
of the Army, therefore, believes that the two children of the deceased should be 
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compensated in a reasonable amount for their father’s death, The proposed 
award of $15,000 provided in 8S. 2952 appears to be somewhat excessive. Con- 
sidering the age, occupation, and earnings of the decedent at the time of his death, 
and the amount of the compensation benefits that were paid by the workmen’s 
compensation insurance carrier of the decedent’s employer, it is believed that 
awards to Mr. Cheek’s two children totaling $9,000 ($4,500 for Willard Cheek 
and $4,500 for Louise Cheek) would constitute fair and reasonable settlements of 
their claims. The Department of the Army, accordingly, would have no objec- 
tion to the enactment of this bill if it should be amended to provide for an award 
to Willard Cheek in the amount of $4,500 and an award to Louise Cheek in a 
like amount. 

It is recommended that, if this bill is favorably considered by the Congress, 
the text thereof be amended to read as follows: 

““Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Treasury be, and he 
is hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, the sum of 34,500 to Willard Cheek, and the sum of 
$4,500 to Louise Cheek, both of Melville, Louisiana, in full settlement of all claims 
against the United States on account of the death of their father, Charlie Cheek, 
and burial expenses incurred, as a result of an accident involving an Army airplane 
which occurred at Barksdale Field, Bossier Parish, Louisiana, on September 10, 
1941, when said Army airplane crashed into a truck in which the said Charlie 
Cheek was working: Provided, That no part of the amounts appropriated in this 
Act in excess of 10 per centum thereof shall be paid or delivered to or received by 
any agent or agents, or attorney or attorneys, on account of services rendered in 
connection with these claims, and the same shall be unlawful, any contract to the 
contrary notwithstanding. Any person violating any of the provisions of this 
Act shall be deemed guilty of a misdemeanor and upon conviction thereof shall be 
fined in any sum not exceeding $1,000.”’ 

These claimants have no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U.S. C. 931), as revised and codified by the Act of June 25, 1948 (62 Stat. 
933; 28 U. S. C. 1346 (b)), and as amended by the Act of April 25, 1949 (Publie 
Law 55, 8lst Cong.), for the reason that the accident out of which their claims 
arise occurred prior to January 1, 1945. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


Hirscu, GREENE, & BARKER, 
New Orleans, La., December 29, 1950. 
Senator Russe..t B. Lona, 
Uniied States Senator from Louisiana, 
Senate Office Building, Washington, D. C. 

Dear RussEtv: This is in response to your letter of November 30, received 
from D. M. Pudifin, your secretary, with reference to Senate bill 2952 for the 
relief of Willard and Louise Cheek. On that occasion, it was stated that the 
Judiciary Committee was desirous of knowing whether or not it was Willard or 
Louise who lived with and was supported by the father, Charlie Cheek (now 
deceased). According to the information I have been able to obtain with ref- 
erence to this inquiry, it was Louise who, at the time of her father’s death, was 
living with her aunt. However, her father, Charlie Cheek, contributed sub- 
stantially to her support. 

At the time of the unfortunate accident in which Charlie Cheek was killed at 
Barksdale Field, Willard Cheek was living with and was supported entirely by 
his father. He had been living with his father and supported by him since he 
was 10 years of age. He was 16 at the time his father met his untimely death. 
Prior to the time he was 10 years old, the aunt had looked after Willard during 
school semesters, but even while Willard was living with his aunt, he too was 
supported by his father. 

Anything that can be done to expedite this relief which is being sought for the 
children of Charlie Cheek will be deeply appreciated. With kindest of personal 
regards, I remain 

Very truly yours, 
Hirscn, GREENE & BARKER, 
Ausrey B. Hrirscu. 


O 
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GEREAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAD SUSPENDED DEPORTATION 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8, Con. Res. 9] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably 
on certain of said cases and recommends that Senate Concurrent 
Resolution 9 with relate e to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 


General had suspended deportation for more than 6 months. 
STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that thi 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) ‘certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously 1 in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 492 cases. Four hundred 
and ninety-one of the 492 cases included in the concurrent resolution 
were among a group of 524 cases referred to the Congress on January 
16, 1950. ‘Eleven of the 524 cases in the group referred to the Con- 
gress on January 16, 1950, have been approved by the Congress 
5 of the 524 cases in the group referred to the Congress on January 16, 
1950, have been withdrawn by the Attorney General and 17 of the 
524 cases in the group referred to the Congress on January 16, 1950, 
have been held by the committee for further study and investigation. 
One of the 492 cases included in the concurrent resolution was referred 
to the Congress on April 14, 1950. 

In each case which is recommended for approval a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (ce) is 
possessed of strong equities which would warrant the suspension of 
deportation. 


The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 


O 
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pe. CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
2 HAD SUSPENDED DEPORTATION 


JANUARY 29, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. Con. Res. 10} 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 10 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was sabiect to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 456 cases. Four hundred 
and fifty-two cases included in the concurrent resolution were among a 
group of 480 cases referred to the Congress on January 16, 1950; 
10 cases of the group of 480 cases referred to the C ongress on January 
16, 1950, have been approved by the Congress; 8 cases of the group 
of 480 cases referred to the Congress on January 16, 1950, have been 
withdrawn by the Attorney General; and 10 cases of the group of 
480 cases referred to the Congress have been ae by the committee 
for further study and investigation. Four cases of the four hun- 
dred and fifty-six cases included in the nodiak resolution were 
referred to the Congress on January 2, 1951. 

In each case which is recommended for approval a careful check has 
been made to determine whether or not the alien (@) has met the 
requirements of the law, (6) is of good moral character, and (ce) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 


resolution should be enacted and it accordingly so recommends its 


enactment. 


O 
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AMENDING THE ACT INCORPORATING THE AMERICAN 
LEGION SO AS TO REDEFINE THE CORPORATE POWERS 
OF THAT ORGANIZATION 


JANUARY 29, 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany 8S. 516] 


The Committee on the Judiciary, to which was referred the bill 
(S. 516) to amend the act incorporating the American Legion so as to 
redefine (a) the powers of said corporation, (b) the right to the use of 
the name “The American Legion” and “American Legion’’, having 
considered the same report favorable thereon without amendment and 
recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to redefine (a) the 
corporate powers of the American Legion, (b) the right to the use of 
the name “American Legion” as well as the name “The American 
Legion.”’ 

STATEMENT 


An identical bill passed the Senate in the Eighty-first Congress. 

One of the sources of income to the American Legion is the licensing 
of firms to manufacture emblems for the use of the Legion and its 
members. Under the present Federal charter, the American Legion 
has the right to use such emblems and badges as it may adopt in 
furtherance of the purposes of the organization. The Legion now 
asks that the corporate powers of the American Legion be increased 
so that that organization may better protect the manufacture and use 
of its emblem. It is the contention of the Legion that unauthorized 
persons and firms have tried to manufacture American Legion 
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emblems. If protection is given the Legion by including in its 
Federal charter the right to control the manufacture and use of the 
emblem, that organization feels that it may more adequately cope 
with those who would both deprive the Legion of a portion of its 
income and degrade the honor of its emblem. 

In section 2 of the present bill, the Legion also requests that it be 
given the exclusive right to use the name “American Legion” in 
addition to the use of its present name of “The American Legion.” 
The Legion feels that this is necessary in order to facilitate its business 
in the various States since in some States the use of the ‘“‘The”’ in the 
corporate name has been questioned. 

‘The committee feel that the extension in the corporate powers of 
this organization and the right to have sole use of the name ‘American 
Legion” are both necessary and desirable to protect this fine service 
organization from infringement on the use and manufacture of its 
emblem and to facilitate its corporate business. Therefore, the com- 
mittee recommend that the bill be favorably considered. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


Sec. 4. That the corporation created shall have the following powers: To have 
perpetual succession with power to sue and be sued in courts of law and equity; 
to receive, hold, own, use, and dispose of such real estate and personal property 
as shall be necessary for its corporate purposes; to adopt a corporate seal and alter 
the same at pleasure; to adopt a constitution, by-laws, and regulations to carry 
out its purposes, not inconsistent with the laws of the United States or of any 
State; to use in carrying out the purposes of the corporation such emblems and 
badges as it may adopt and to have the exclusive right to manufacture, and to control 
the right to manufacture, and to use, such emblems and badges as may be deemed 
necessary in the fulfillment of the purposes of the corporation; to establish and 
maintain offices for the conduct of its business; to establish State and Territorial 
organizations and local chapter or post organization; to publish a magazine or 
other publications, and generally to do any and all such acts and things as may 
be necessary and proper in carrying into effect the purposes of the corporation. 

i * * * * * * 

Sec. 8. That said corporation and its State and local subdivisions shall have 
the sole and exclusive right to have and to use in carrying out its purposes the 
name ‘The American Legion,” or ‘‘American Legion’’. 


O 





Calendar No. 52 


82p CONGRESS Report 
No. 72 


1st Session 





CARROLL L. VICKERS 


JANUARY 29, 1951.—Ordered to be printed 


Mr. Kiieore, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 502] 


The Committee on the Judiciary, to which was referred the bill 
(S. 502) for the relief of Carroll L. Vickers, having considered the 
same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the Comp- 
troller General to allow credit in the accounts of Carroll L. Vickers, 
authorized certifying officer, Federal Works Agency, for the amount 
of $840.98 on account of payments made in accordance with a voucher 
certified by the said certifying officer. Payment is contingent on the 
Housing and Home Finance Administrator certifying that in his 
opinion there is no evidence of fraud or collusion on the part of the 
certifying officer in connection with such payments. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


Upon certification by the Housing and Home Finance Administrator or his 
authorized representative that Housing and Home Finance Administration has 
no evidence of fraud or collusion on the part of Carroll L. Vickers, authorized 
certifying officer, Federal Works Agency, the Comptroller General! of the United 
States is authorized and directed to allow credit in the accounts of said certify- 
ing officer for the amount of $840.98, for which credit has been suspended, and 
disallowances raised, by the General Accounting Office, on account of payments 
made in accordance with a voucher certified by the said certifying officer. 
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STATEMENT 


An identical bill was reported favorably to the Senate in the Eighty- 
first Congress but no action was taken thereon. 

It appears that during the course of construction of a hospital addi- 
tion at New Bern, N. C., under the auspices of the Federal Works 
Agency, involving a total amount of $21,335.12, a change order was 
issued increasing the total price by $840.98. The change order was 
issued because the work on the contract had been suspended pending 
the issuance of a priority order by the War Production Board. During 
the period the work was suspended, it was necessary for the contractor 
to hire watchmen and guards necessary for the adequate protection of 
the property and materials during that period. The General Account- 
ing Office took exception to such payment for the reason that there 
was no provision in the contract for reimbursement of expenses in- 
curred by reason of work stoppage. 

The General Services Administration, in recommending enactment 
of the bill, states that it is their opinion that the amount in question 
represents only out-of-pocket expense incurred by the contractor for 
the benefit of the Government, and the Department of Justice concurs 
in the opinion of the General Services Administration. 

Attached hereto and made a part of this report are the above- 
referred-to letters from the Department of Justice and the General 
Services Administration, as well as a letter received from the Comptrol- 
ler General. 


DEPARTMENT OF JusTICE, 
Washington, D. C., August 31, 1950. 
Hon. Pat McCarRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3749) for the relief of Carroll L. 
Vickers, authorized certifying officer, Federal Works Agency. 

The bill would authorize the Comptroller General to allow credit in the ac- 
counts of Carroll L. Vickers, authorized certifying officer, Federal Works Agency, 
for the amount of $840.98, for which credit has been suspended and disallowances 
raised by the General Accounting Office on account of payments made in accord- 
ance with a voucher certified by the said certifying officer. The bill would also 
provide that the Secretary of Treasury or his authorized representative shall cer- 
tify that in his opinion there is no evidence of fraud or collusion on the part of the 
certifying officer in connection with such payments. 

In conpliance with your request, reports were obtained from the General 
Services Administration, the Treasury Department, and the General Accounting 
Office concerning this legislation, and are enclosed. According to those reports, 
in December 1942 the Ernest Construction Co. entered into a contract with the 
Government for the construction of a hospital addition in New Bern, N. C., ata 
cost of $21,335.12. The payment here involved was made pursuant to a change 
order whereby the contract price was increased by $840.98. This change order 
recited that the amount was “‘in full payment and satisfaction of the contractor’s 
claims for reimbursement for the period during which construction was suspended 
awaiting action by the War Production Board.” The contractor’s claims covered 
the extra costs of watchmen and guards necessary for adequate protection of the 
property and materials during the period that the work was suspended. The 
General Accounting Office took exception to such payment for the reason that 
there was no provision in the contract for reimbursement of expenses incurred by 
reason of work stoppage. The General Services Administration strongly reecom- 
mends that the bill be enacted, the Treasury Department refrains from making 
any recommendation, and the Comptroller General strongly recommends against 
favorable action upon the bill. 
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Under the act of December 29, 1941 (31 U.S. C., secs. 82b-82d), the Congress 
has provided that a certifying officer shall be held responsible for the legality of 
proposed payments and shall be held accountable for the amount of any payment, 
which is prohibited by law or which does not represent a legal obligation under 
the appropriation or fund involved. This act further provides that the Comp- 
troller General may, in his discretion, relieve Government certifying officers of 
liability for payments otherwise proper whenever he finds that such officers (1) 
“‘did not know, and by reasonable diligence and inquiry could not have ascertained, 
the actual facts,”’ or (2) “that the obligation was incurred in good faith, that the 
payment was not contrary to any statutory provision specifically prohibiting pay- 
ments of the character involved, and that the United States has received value 
for such payment.’’ In view of the circumstances here involved, it appears that 
the officer is not entitled to relief under the 1941 act. 

The relief that will accrue to this officer under the proposed bill is similar to that 
allowed by the Wartime Relief Act of July 26, 1947 (31 U.S. C., sec. 95a (note) ), 
which relieved Army and Navy disbursing officers for losses incurred between 1939 
and 1946 of funds or of substantiating papers pertaining to such funds. Under 
that act, which expired July 26, 1949, the Comptroller General relieved such 
officers of responsibility and allowed credits in the settlement of their accounts 
so long as the loss or payment appeared ‘‘to be free from fraud and collusion and 
incurred or made in good faith.”’ Since the facts reported indicate that this cer- 
tifving officer acted in good faith and that there is no fraud or collusion on his 
part, it would appear that credit should be allowed in his accounts. 

In view of the fact that the liquidation of the functions performed by this 
certifying officer have been transferred to the Housing and Home Finance Agency 
under the recent Reorganization Plan No. 17, it is reeommended that the words 
“Secretary of the Treasury” be stricken from line 10 of the proposed bill, and the 
words ‘‘Housing and Finance Administrator” inserted in lieu thereof. 

The Department of Justice concurs in the views of the General Services Admin- 
istration. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 





GENERAL SERVICES ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 


Washington. 
Hon, EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

Dear Mr. CE.LueER: Reference is made to your letter of June 16, 1950, request- 
ing a report on H. R. 8854, a bill for the relief of Carroll L. Vickers, authorized 
certifying officer, Federal Works Agency, in the amount of $840.98. This covers 
a payment made to the Ernest Construction Co. under contract WAreh—455 for 
the construction of an addition to the Good Shepherd Hospital, New Bern, N. C. 

The record shows that after the construction had been partially completed, the 
Federal Works Agency was compelled to order the contractor to discontinue be- 
cause the War Production Board had declined to issue a preference rating for the 
project. After extended delay, the necessary preference rating was obtained and 
work resumed, although the contractor incurred some extra cost during the delay 
for protection of the incomplete work. The contract was amended by change 
order No. 7 to increase the contract price by $840.98 recited to be ‘“‘in full payment 
and satisfaction of the contractor’s claims for reimbursement for the period during 
which construction was suspended awaiting action by the War Production Board.” 
Mr. Vickers certified payments strictly in accord with this amendment to the con- 
tract, and this is the source of the exception raised by the General Accounting 
Office. 

The amendment to the contract was designed to compensate the contractor 
for the extra cost of watchmen and guards necessary for adequate protection of 
the property, and for the expense of cutting out and replacing wall studs, floor 
timbers, and other structural materials damaged by exposure to the weather for 
the period the work was suspended. It is our opinion that the amount in ques- 
tion represents only out-of-pocket expense incurred by the contractor for the 
benefit of the Government. The General Accounting Office has declined to 


« 
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remove this exception on the ground that the inability of the contractor to secure 
necessary priorities is not ground for charging the Government with the expense 
incurred during the resulting delay. However, in this case it should be noted 
that the delay was not due to any failure of the contractor in securing materials 
or labor but resulted solely from the inability of the Federal Works Agency to 
secure approval for the project itself. Since the payment by Mr. Vickers was 
made strictly in accordance with the contract, and the Government got the full 
benefit of the service performed, it is strongly recommended that the bill be 
enacted. 

Pursuant to the provisions of Reorganization Plan No. 17 of 1950, the liquida- 
tion of the functions on which Mr. Vickers was engaged at the time change order 
No. 7 was issued were transferred to the Housing and Home Finance Agency, as 
were the personnel engaged in carrying out such functions. _As a result, Mr. 
Vickers is now employed by the Housing and Home Finance Agency. It is there- 
fore recommended that the words ‘Secretary of the Treasury” be stricken from 
line 10 and the words ‘‘Housing and Home Finance Administrator’ be inserted 
in lieu thereof. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, July 11, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate. 


My Dear Mr. CuHarrman: The Department of Justice has advised this Office 
of a request received from your committee for reports from interested agencies on 
S. 3749, Eighty-first Congress, entitled ‘‘A bill for the relief of Carroll L. Vickers, 
authorized certifying officer, Federal Works Agency,” which provides in pertinent 
part, as follows: 

“That the Comptroller General of the United States is authorized and directed 
to allow credit in the accounts of Carroll L. Vickers, authorized certifying officer, 
Federal Works Agency, for the amount of $840.98, for which credit has been sus- 
pended, and disallowances raised, by the General Accounting Office, on account 
of payments made in accordance with a voucher certified by the said certifying 
officer: Provided, That the Secretary of the Treasury or his authorized repre- 
sentative shall certify that in his opinion there is no evidence of fraud or collusion 
on the part of the said certifying officer in connection with such payments.” 

The record shows that an exception was stated against the said certifying 
officer by the Audit Division of the General Accounting Office, in connection with 
the payment of $840.98 on voucher 5—83916, May 1944 accounts of G. F. Allen 
to Ernest Construction Co., under contract No. WArch—455, dated December 7, 
1942. 

Under the terms of the contract the contractor agreed to furnish the materials 
and perform the work for the contruction of an addition to Good Shepherd 
Hospital, New Bern, N. C., for the consideration of $21,335.13. The work was 
to be completed within 180 calendar days, after the effective date of commence- 
ment specified in the order to proceed. In the event of failure to complete the 
work within the contract time, the contractor was to be assessed liquidated 
damages at the rate of $10 per calendar day of delay, except that liquidated 
damages were not to be assessed for delays when shown to be due to causes 
beyond the control and without the fault or negligence of the contractor, including 
acts of the Government. No priority rating applicable to materials and equip- 
ment needed for performance of the contract had been secured prior to prepara- 
tion of the specifications, but prospective bidders had been advised in the invita- 
tion that the contracting officer had applied for an appropriate priority rating, 
and that special efforts would be made by the contracting officer to obtain an 
adequate priority rating in the event that the rating furnished would be inade- 
quate, or would not be applicable to certain items necessary for the contract work. 

It appears that the War Production Board at first disapproved the involved 
project, and that the contract work was suspended on March 3, 1943, because of 
the lack of a priority order. However, a preference rating of W A-3 was granted 
on May 1, 19438, and thereupon the contract work was resumed, and thereafter 
completed. By change order No. 1, the contract time for completion was ex- 
tended 83 calendar days because of ‘‘deferment of a priority rating;’’ and by 
change order No, 7, issued February 24, 1944, the contract price was increased 
in the amount of $840.98 “in full payment and satisfaction of the contractor’s 
claim for reimbursement for the period during which construction was suspended 
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awaiting action by the War Production Board.” An exception to the payment 
of $840.98 was taken by the Audit Division of the General Accounting Office, for 
the reason that there was no provision in the contract for reimbursement of 
expenses incurred by reason of work stoppage. 

With respect to the matter of delays due to operation of the priority system, it 
has been held that the Government is not liable for damages occasioned by such 
delays (Ross Electric Construction Company v. United States, 111 C. Cls. 644, 663, 
and cases there cited). Also, it has been held that where, as here, the parties 
anticipated that there might be delays by the Government in connection with the 
contract work, and have provided in advance to protect the contractor from the 
consequences of such delay by relieving him from the assessment of liquidated 
damages, the Government is not liable to the contractor for damages occasioned 
by its delay in connection with the contract work (United States v. Foley Company, 
329 U. S. 64). Inasmuch as the performance time under the instant contract 
was extended to cover the period of the involved delay, relieving the contractor 
from the assessment of liquidated damages therefor, the contractor is not entitled 
to any further relief by reason of such delay. 

With respect to the proposed legislation, careful consideration should be given 
the responsibilities which specifically have been placed upon certifying officers 
by the Congress, and the provision for relieving such officers which are contained 
in section 2 of the act approved December 29, 1941 (55 Stat. 875). The said act 
provides that a certifying officer shall be held responsible for the legality of pro- 
posed payments and be held accountable and required to make good to the United 
States the amount of any payment prohibited by law or which did not represent 
a legal obligation under the appropriation or fund involved. It further provides 
that the Comptroller General may, in his discretion, relieve certifying officers of 
liability for any payment otherwise proper whenever he finds ‘‘(1) that the 
certification was based on official records and that such certifying officer or em- 
ployee did not know, and by reasonable diligence and inquiry could not have 
ascertained, the actual facts, or (2) that the obligation was incurred in good faith, 
that the payment was not contrary to any statutory provision specifically pro- 
hibiting payments of the character involved, and that the United States has 
received value for such payment.” 

Inasmuch as the Government was not legally liable for the costs covered by 
change order No. 7 and, furthermore, received no value for such payment, the 
certifying officer may not be relieved from responsibility for the improper pay- 
ment under the authority of section 2 of the act of December 29, 1941, supra. 

Under the circumstances, the liability of certifying officers having been defined 
generally by Congress, there is, in my view, no reasonable justification for giving 
an individual certifying officer special consideration by way of legislation providing 
relief beyond that afforded certifying officers as a class under the provisions of 
the act of December 29, 1941. Furthermore, the stated exception is similar to 
numerous others which have been stated by this Office. To enact relief legislation 
here would be to accord this case preferential treatment and produce a result 
manifestly unfair to other certifying officers. 

For the above reasons I strongly recommend against favorable action upon the 
proposed legislation. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


O 
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1st Session 


AUTHORIZATION OF ADDITIONAL EXPENDITURES AND 
TEMPORARY ASSISTANTS FOR SELECT COMMITTEE ON 
SMALL BUSINESS 


JANUARY 29, 1951.—Ordered to be printed 


Mr. Futsricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. Res. 42] 


The Committee on Banking and Currency, to whom was referred 
the resolution (S. Res. 42) authorizing the Select Committee on Small 
Business to employ temporary personnel during the Eighty-second 
Congress, having considered the same, report favorably thereon with- 
out amendment and recommend that the resolution do pass. 


O 
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~ PROVIDING REIMBURSEMENT OF EXPENSES INCURRED IN CON- 
NECTION WITH THE BURIAL OF THOSE WHO SERVED IN THE 
MILITARY FORCES OF THE COMMONWEALTH OF THE PHILIP- 
PINES WHILE SUCH FORCES WERE IN THE ARMED FORCES OF 
THE UNITED STATES PURSUANT TO THE MILITARY ORDER OF 
THE PRESIDENT OF THE UNITED STATES, DATED JULY 26, 1941 


FEBRUARY 1 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. Grorae, from the Committee on Finance, submitted the following 


REPORT 
[To accompany 8. 82] 


The Committee on Finance, to whom was referred the bill (S. 82) 
to provide reimbursement of expenses incurred in connection with 
the burial of those who served in the military forces of the Com- 
monwealth of the Philippines while such forces were in the Armed 
Forces of the United States pursuant to the military order of the 
President of the United States, dated July 26, 1941, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


Under the terms of this proposal, the Administrator of Veterans’ 
Affairs is authorized to furnish a flag to drape the casket and to pay 
a sum not exceeding 150 Philippine pesos ($75) for the burial and 
funeral expenses of any person who served in the military forces of 
the Commonwealth of the Philippines pursuant to the military order 
of the President of the United States dated July 26, 1941. Included 
in such forces would be those who served in organized guerrilla forces 
under commanders appointed, designated, or recognized by the com- 
mander in chief of the southwest Pacific area or other competent 
authority in the United States Army during World War Il. A separa- 
tion from the service under conditions other than dishonorable would 
be a prerequisite for benefits under this proposal. Payments would 
be made subject to the applicable provisions of Veterans’ Regulation 
9 (a), but the time limit of 2 years from death for filing of claims is 
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extended with respect to those persons who died heretofore to 2 years 
after the enactment of this legislation. 

Although the committee’s action was on the bill S. 82, it is noted 
that an identical measure, S. 377, was sponsored by Senator Herbert 
H. Lehman, of New York. This type of legislation and the proposal 
generally follows the recommendation of the President on this subject 
made to the Congress in July 1947. 

[t is estimated that the maximum ultimate cost of this bill would 
be approximately $26,430,000. No firm estimate can be provided as 
to first-year cost. 

The Veterans’ Administration report on an identical bill (H. R. 
8576, Eighty-first Congress, second session) is as follows: 


Avaust 24, 1950. 
Hon. WATER F. Grorcs, 
Chairman, Commitiee on Finance, 
United States Senate, Washington, D. C. 


Dear Senator Georce: This is in reply to your letter of August 7, 1950, 
requesting a report by the Veterans’ Administration on H. R. 8576, Eighty-first 
Congress, a bill to provide reimbursement of expenses incurred in connection with 
the burial of those who served in the military forces of the Commonwealth of the 
Philippines while such forces were in the Armed Forces of the United States 
pursuant to the military order of the President of the United States, dated July 
26, 1941. 

The general purpose of the bill is indicated in the above-quoted title. The bill 
provides as follows: 

“That the Administrator of Veterans’ Affairs is authorized to furnish a flag to 
drape the casket and to pay a sum not exceeding 150 Philippine pesos for the 
burial and funeral expenses and transportation of the body (including preparation 
of the body) of any person who served in the organized military forces of the 
Commonwealth of the Philippimes while such forces were in the service of the 
Armed Forces of the United States pursuant to the military order of the President 
of the United States, dated July 26, 1941, including among such military forces 
organized guerrilla forces under commanders appointed, designated, or sub- 
sequently recognized by the commander in chief, Southwest Pacific area, or other 
competent authority in the Army of the United States, and who dies, or has died, 
after separation from such service under conditions other than dishonorable. 
Payments under this act shall be subject to the applicable provisions of Veterans 
Regulation No. 9 (a), as amended, except that in case any such person has died 
heretofore, the time for filing claim for reimbursement of such expenses shall be 
extended until 2 years after the date of this enactment.”’ 

Veterans Regulation No. 9 (a), as amended, which would be applicable to pay- 
ments under the bill, authorizes burial benefits for eligible veterans of the Armed 
Forces of the United States and provides that claims for reimbursement must 
be filed within 2 years subsequent to the date of burial of the veteran. In the 
event the claimant’s application is not complete at the time of original submission 
the Veterans’ Administration advises the claimant of the evidence necessary to 
complete the application, and if such evidence is not received within 1 year from 
the date of the request therefor no allowance may be paid. With respect to per- 
sons who have died prior to the enactment of the bill, it is provided therein that 
the time for filing claim for reimbursement shall be extended until 2 years after 
the date of enactment. 

Under the provisions of the First Supplemental Surplus Appropriation Rescission 
Act, 1946 (Public Law 301, 79th Cong., approved February 18, 1946), eligibility 
for benefits under our laws predicated on active military or naval service was 
taken from Philippine Army veterans who served pursuant to the military order 
of July 26, 1941, except as to those providing compensation for service-connected 
disability or death (which are paid on the basis of one Philippine peso for each 
dollar authorized), and benefits of the National Service Life Insurance Act of 
1940, as amended, under contracts entered into prior to February 18, 1946. 
The Rescission Act was amended by the act of July 25, 1947 (Public Law 241, 
80th Cong.), so as to restore benefits under the Missing Persons Act, as amended, 
for such veterans. By a military order of the President, effective midnight June 
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30, 1946, the organized military forces of the Government of the Philippines were 
released from the service of the Armed Forces of the United States. 

Upon approving the Rescission Act, the President voiced exception to the 
restrictive language therein with respect to Philippine Army veterans and re- 
quested that a study be undertaken. As a result of this study, remedial legislation 
(H.. R. 6508 and 8. 2235) was introduced in the Seventy-ninth Congress. S. 2235 
was passed by the Senate but was not enacted prior to the adjournment of the 
Seventy-ninth Congress. Thereafter, further study of the i.: tter was made by 
an interdepartmental committee appointed by the President consisting of the 
then Administrator of Veterans’ Affairs as chairman, the Secretary of State, the 
Secretary of War, and the United. States Ambassador to the Philippines. In 
accordance with the recommendation of the interdepartmental committee, the 
President on July 1, 1947, transmitted to the Congress proposed legislation which 
was introduced as H. R. 4073, Eightieth Congress. 

In addition to a provision similar to that contained in H. R. 8576, H. R. 4073 
contained provisions for other benefits, including aid in the form of grants to the 
Republic of the Philippines for subsistence allowances and tuition incident to 
courses of institutional training pursued by eligible veterans in the Philippines, 
and grants for the construction and equipping of hospitals in that country for the 
medical care and treatment of eligible Philippine veterans and expenses incident 
to such care and treatment. The bill, as reported by the Committee on Veterans’ 
Affairs of the House of Representatives, retained only those provisions relative 
to hospitalization and medical treatment. However, this report (H. Rept. No. 
2304) stated: 

“There are other matters affecting veterans of this campaign which need atten- 
tion, but the committee feels that adequate hospitalization is so necessary and 
pressing that it should receive immediate attention. The other matters will 
have to be delayed until more adequate study can be given them.” 

S. 2861, a bill similar to H. R. 4073, as reported, was passed by the Congress 
and became Public Law 865, Eightieth Congress, on July 1, 1948. That act 
authorizes the President to furnish financial aid to the Republic of the Philippines 
with respect to the medical care and treatment of the mentioned Philippine 
veterans in the form of grants for the construction and equipping of hospitals 
and also for expenses incidental to hospitalization. For the purpose of construc- 
tion and equipping, the act provides that grants may not exceed $22,500,000 and 
for expenses incident to hospitalization a limitation of $3,285,000 for any fiscal 
year is provided for a period not to exceed 5 years. By letter dated August 16, 
1948, the President delegated to the Administrator of Veterans’ Affairs his 
authority under Public Law 865 and requested that an agreement with respect 
to the authorized program be negotiated with the Philippine Government. A 
formal agreement was thereupon entered into on June 7, 1949, between the 
United States Ambassador and the President of the Philippines. Subsequently, 
regulations to implement the law and* agreement were promulgated by the 
Administrator of Veterans’ Affairs, with the approval of the President, effective 
October 18, 1949. Progress is being made with plans and details of the con- 
struction program as well as reimbursement procedure for interim hospitalization 
in available existing hospital beds. 

As heretofore indicated, the matter of granting veterans’ benefits to former 
members of the organized Philippine Army and recognized guerrillas has been the 
subject of numerous proposals in three different Congresses since the mentioned 
Rescission Act of 1946, and the extent to which certain benefits have been granted 
has been noted. The question of whether additional benefits, such as the burial 
allowance proposed by H. R. 8576 should be authorized, is one involving broad 
public policy and is believed to be primarily for determination by the Congress in 
the light of the various factors which have from time to time been brought to 
its attention. 

In view of certain indeterminate factors, it is not possible to estimate accurately 
the first year’s cost of the bill, if enacted. Based on the latest information avail- 
able to the Veterans’ Administration, and bearing in mind that deaths oceurring 
during service would not be covered by the bill, it is estimated that approximately 
13,500 claimants would be potentially eligible for the benefits as a result of deaths 
occurring to date. It further appears that there are approximately 315,000 living 
veterans of the Philippine Army, including recognized guerrillas. Assuming that 
proper claim for the benefit is made in each case, and assuming that the maximum 
expense is incurred, the maximum ultimate cost of providing flags would be 
approximately $1,800,000 and the maximum ultimate cost of the burial allowance 
would be 49,275,000 Philippine pesos. Under the current official rate of exchange 
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the ratio of the peso to the dollar is approximately 2 to 1. With respect to the 
deaths occurring heretofore, it is probable that claim for the flag and for reim- 
bursement of the burial expenses in each case will be made within the 2-year period 
of limitation provided by the bill. 

Advice has not as yet been received from the Bureau of the Budget as to the 
relationship of this legislation to the program of the President. A supplemental 


letter on this matter will be furnished your committee when such information is 
received. 


Sincerely yours, 
O. W. CLARK, 
Deputy Administrator 
(For and in the absence of the Administrator). 


O 








Calendar No. 78 


82p ConGress  } SENATE Report 
Ist Session j No. 75 





REQUIRING COMMISSIONER OF INTERNAL REVENUE TO CON- 
TINUE TO FURNISH DATA TO JOINT COMMITTEE ON INTERNAL 
REVENUE TAXATION AS REQUIRED UNDER SECTION 5012 OF 
INTERNAL REVENUE CODE 


FeBRUARY 1 (legislative day, January 29), 1951.—Ordered to be printed 


or 


= Mr. Groree, from the Commit’ ve on Finance, submitted the following 
; —t - ’ 


REPORT 
[To accompany H. J. Res. 87) 


The Committee on Finance, to whom was referred the joint resolu- 
tion (H. J. Res. 87) amending section 5012 of the Internal Revenue 
Code (relating to powers of the Joint Committee on Internal Revenue 
Taxation to obtain data), having considered the same, report favor- 
ably thereon without amendment and recommend that the joint 
resolution do pass. 

Section 5012 of the Internal Revenue Code, added by section 512 
of the Revenue Act of 1942 provides as follows: 


Sec. 5012, AppITIONAL POWERS TO OBTAIN DATA [Added by § 512, 1942 Act] 

(a) The Joint Committee on Internal Revenue Taxation or the Chief of Staff 
of such Joint Committee, upon approval of the Chairman or Vice Chairman, is 
authorized to secure directly from the Bureau of Internal Revenue (including the 
Assistant General Counsel for the Bureau of Internal Revenue), or directly 
from any executive department, board, bureau, agency, independent establish- 
ment or instrumentality of the Government, information, suggestions, data, 
estimates, and statistics, for the purpose of making investigations, reports, and 
studies relating to internal revenue taxation. 

(b) The Bureau of Internal Revenue (including the Assistant General Counsel 
for the Bureau of Internal Revenue), executive departments, boards, bureaus, 
agencies, independent establishments, and instrumentalities are authorized and 
directed to furnish such information, suggestions, data, estimates, and statistics 
directly to the Joint Committee on Internal Revenue Taxation or to the Chief 
of Staff of such Joint Committee, upon request made pursuant to this section. 


The statutory duty imposed upon the Bureau of Internal Revenue 
and its officers to furnish the joint committee or its staff the informa- 
tion and data required under section 5012 of the Internal Revenue 
Code has been questioned because of Reorganization Plan No. 26, 
dated May 13, 1950, which provides as far as applicable as follows: 


DEPARTMENT OF THE TREASURY 


SECTION 1. TRANSFER OF FUNCTIONS TO THE SECRETARY.—(a) Except as other- 
wise provided in subsection (b) of this section and subject to the provisions of 
subsection (c) of this section there are hereby transferred to the Secretary of the 
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Treasury all functions of all other officers of the Department of the Treasury and 
all functions of all agencies and employees of such Department. 
* * * * x oK * 


Sec. 2, PERFORMANCE OF FUNCTIONS OF SEcRETARY.—The Secretary of the 
Treasury may from time to time make such provisions as he shall deem appro- 
priate authorizing the performance by any other officer or by any agency or 
employee of the Department of the Treasury of any function of the Secretary, 
including any function transferred to the Secretary by the provisions of this 
reorganization plan. 


* *~ * * *x *~ * 

While the Secretary of the Treasury in an order dated July 31, 1950, 
has provided that officers, employees, and agencies of the Treasury 
Department shall continue to perform the functions they were author- 
ized to perform immediately prior to the effective date of Reorganiza- 
tion Plan No. 26 ‘‘until changed by the appropriate authority,” the 
duty to furnish this information no longer rests in the Bureau of 
Internal Revenue as a statutory duty but is made a matter of delega- 
tion, dependent upon the discretion of the Secretary of the Treasury 
and subject to such changes and conditions as he may deem advisable. 

Since the passage of Reorganization Plan No. 26, the staff has 
experienced difficulty in securing information from the Bureau of 
Internal Revenue or its officers in connection with its tax studies. 

The purpose of this resolution is to continue in the appropriate 
department, board, bureau, agency, independent establishment, 
instrumentality of government, or any appropriate official, the duty 
to furnish such data and information directly to the Joint Committee 
on Internal Revenue Taxation or its staff as provided in section 5012 
of the Internal Revenue Code. This duty is to continue without 
regard to Reorganization Plan No. 26 of 1950 or any other reorganiza- 
tion plan becoming effective on, before, or after the date of the enact- 
ment of this joint resolution. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion are shown as follows (existing law proposed to be omitted is 
enc‘osed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Section 5012 or tHe INTERNAL REVENUE CoDE 


Sec. 5012. AppITIONAL POWERS TO OBTAIN DATA [Added by § 512, 1942 Act]. 

(a) The Joint Committee on Internal Revenue Taxation or the Chief of Staff 
of such Joint Committee, upon approval of the Chairman or Vice Chairman, is 
authorized to secure directly from the Bureau of Internal Revenue (including the 
Assistant General Counsel for the Bureau of Internal Revenue), or directly from 
any executive department, board, bureau, agency, independent establishment, or 
instrumentality of the Government, information, suggestions, data, estimates, 
and statistics, for the purpose of making investigations, reports, and studies 
relating to internal revenue taxation. 

(b) The Bureau of Internal Revenue (including the Assistant General Counsel 
for the Bureau of Internal Revenue), executive departments, boards, bureaus, 
agencies, independent establishments, and instrumentalities are authorized and 
directed to furnish such information, suggestions, data, estimates. and statistics 
directly to the Joint Committee on Internal Revenue Taxation or to the Chief of 
Staff of such Joint Committee, upon request made pursuant to this section. 

(c) Subsections (a) and (b) shall be applied in accordance with their provisions 
without regard to Reorganization Plan No, 26 of 1950 or to any other reorganization 
plan becoming effective on, before, or after the date of the enactment of this subsection. 
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STUDY OF RECONSTRUCTION FINANCE CORPORATION 


Fesruary 5 (legislative day, JANuary 29), 1951.—Ordered to be printed with 
an illustration 


Mr. Fuusrieat, from the Committee on Banking and Currency, 
submitted the following 


INTERIM REPORT 


[Pursuant to S. Res. 219] 


The Committee on Banking and Currency accepted the third 
interim report of the Subcommittee on Reconstruction Finance 
Corporation and authorized its submission to the Senate. The com- 
mittee reserved a decision on S. 514, as reported by the subcom- 
mittee, pending further consideration and further reports of the sub- 
committee. 


PREFACE 


The Subcommittee on the Reconstruction Finance Corporation, 
having been designated by the Banking and Currency Committee of 
the Senate to conduct a study of the operations of the RFC pursuant 
to the terms of Senate Resolution 219, adopted February 8, 1950, 
herewith submits its third interim report. 

The subcommittee has had under consideration and now reports 
favorably, S. 514, a bill which proposes a fundamental reorganization 
of the RFC. This bill proposes that the management of the Corpora- 
tion shall be vested in a single Governor who shall take the place of 
the present five-man Board of Directors. It also proposes that the 
Board of Directors shall cease to exist 60 days after the date of its 
enactment. 

The purpose of this change is to strengthen the management of 
Reconstruction Finance Corporation, and in this way to enhance its 
true usefulness during the difficult periods which lie ahead of the 
Nation. 

During much of its existence, RFC operated successfully under the 
supervision of a Federal Loan Administrator, whose authority tran- 
scended that of the RFC Directors and who functioned, in practical 
effect, as the General Manager of RFC. In 1947, for the first time 
since 1939, the Board of Directors became the governing body in 
RFC. 

The position of Governor of the RFC would be a position of con- 
siderable, responsibility. It should attract the interest of a man of 
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adequate stature and background. Such a man would not be attracted 
by the prospect of serving as one of five directors with the possibility 
that his four colleagues would be of mediocre stature and background. 
The organization structure proposed in this bill will make it possible 
for the Government to take into its employ for this position, a leader 
who would not otherwise be willing to devote his efforts to the public 
service. 

A single Administrator has proven successful in such lending agen- 
cies as the Farm Credit Administration and the Rural Electrification 
Administration, and the history of the surplus property agencies affords 
an interesting analogy. In the words of the Senate Committee on 
Expenditures in the Executive Departments, Eightieth Congress: 

In actual operation, the three-man Surplus Property Board failed to accomplish 
its primary objective. * * * The unwieldy three-man Surplus Property 
Board was therefore abolished and replaced by a single Surplus Property Ad- 
munistrator. 

The study recently made by the subcommittee has shown that in 
a five-man Board, it is possible for the individual members to avoid, 
obscure, or dilute their responsibilities by passing the buck from one to 
the other, or to subordinate employees of the Corporation. There 
have been instances in which individual members of the Board have 
brought about the approval of loans by interference in the work of 
subordinate employees and in disregard of established operating poli- 
cies of the Corporation. In these cases the applications would other- 
wise have been rejected. ‘There have been instances in which impor- 
tant loans were made upon the affirmative vote of a minority of the 
Board members. There has been a large number of instances in 
which the Board of Directors has approved the making of loans, over 
the adverse advice of the Corporation’s most experienced examiners 
and reviewing officials, notwithstanding the absence of compelling 
reasons for doing so and the presence of convincing reasons for not 
doing so. 

Under the organization form proposed in this bill the side-stepping 
and diffusion of responsibility would no longer be possible. If the 
management of RFC were vested in one man there would be no way 
in which he could escape the responsibility for the Corporation’s acts. 
This change should greatly strengthen the control which the Congress 
will exercise on behalf of the people of the Nation over the lending of 
public money to private individuals and business concerns. 

With the enormous growth which has taken place in the Federal 
establishment since the beginning of the Second World War, there has 
been a great increase in the number of people who must be appointed 
by the President ta important positions in the Government. The 
number of appointments which must be reviewed for confirmation by 
the Senate has also increased. Necessarily, the relative importance 
of each appointment and the relative degree of high-level attention 
which can be given to the selection of officials has decreased, accord- 
ingly. In recent years the appointment and confirmation of the 
Directors of RFC have not received the full and careful study they 
deserved. 

The change proposed by the bill will enhance the prestige of the 
RFC management sufficiently so that the President, in all probability, 
will give his personal attention to the selection of the Corporation’s 
Governor. It is probable also that the qualifications of a nominee for 
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this position will be examined with considerably more care in the 
Senate than would the nominations of five men appointed to a board. 
This alone would justify the change proposed in this bill under the 
circumstances in which the Federal Government finds itself today. 


CONCLUSIONS OF THE SUBCOMMITTEE 


From its study, the subcommittee has concluded that the inde- 
pendence and integrity of Reconstruction Finance Corporation have 
become impaired in recent years, and it has concluded that the impair- 
ment is the result of deterioration which has occurred in the Corpora- 
tion’s top management structure. 

The subcommittee has concluded also that the deterioration of the 
top management structure is attributable to the equal division of 
the management responsibility among the members of the five-man 
Board of Directors. This condition invites deterioration. It was 
this type of responsibility assignment which the Hoover Commission 
had in mind when it said, quoting from page 5 of the Report on 
Regulatory Commissions: 


Administration by a plural executive is generally regarded as inefficient. 


Only a drastic action can restore the integrity of RFC. Its top 
management must be rendered independent as it was in the earlier 
years. 

The material presented in this interim report has been summarized 
from case studies conducted by the subcommittee. It illustrates the 
weaknesses which have existed in the top management in RFC in the 
recent past and which continue to exist at present. It illustrates also 
the consequences which attend the existence of such weaknesses. 
This report shows that there has been improper use of the Corpora- 
tion’s vast authority in response to the influence which persons outside 
of the RFC have over individual members of the Board of Directors. 

In presenting this report the subcommittee wishes to distinguish 
between improper influence as such and the improper use of the Cor- 
poration’s authority in response to influences which in themselves 
may be perfectly proper. This report deals primarily with the latter. 
The subcommittee believes that the Corporation’s authority has been 
seriously abused by the Directors and that this constitutes an im- 
portant impropriety. 

The subcommittee expresses no opinion as to the propriety of the 
activities of the other individuals named in the report and it makes 
no charges against those individuals. 

It is recognized that some of them may be subjected to public 
criticism because of inferences which may be drawn from the circum- 
stances reported, or from the mere mention of their names. The 
subcommittee finds this unavoidable. It holds the view that there 
is a legitimate public interest in the relationships which arise when 
public funds are placed at the disposal of private persons. The 
requirements of a full and proper accounting impose the hazard of 
public criticism, not only on those who administer a public lending 
activity, but also on those who borrow from the public and those who 
act as intermediaries seeking to influence the lender on behalf of the 
borrower. The subcommittee believes that no one will be injured 
unfairly by its report. However, it will accord the opportunity for a 
public hearing to those who feel that unfair injury has been given. 
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MINORITY REPORT 


Since the report of the subcommittee is an “interim report”’ Senator 
Capehart reserves the right to express his opinion on S. 514, the pro- 
posed legislation to change the administrative structure of the RFC 
at such time as intended further consideration of the matter has been 


completed and anticipated additional reports have been made by the 
subcommittee. 


SUMMARY ON FAVORITISM AND INFLUENCE 


The public hearings dealt primarily with lending policy 

Since the beginning of its study in February 1950, the subcommittee 
on RFC has taken considerable testimony, both in public and in 
executive session. The public hearings have been printed for distri- 
bution. They cover 1,601 printed pages. The testimony taken in 
executive session covers 1,240 pages of typewritten transcript and 
numerous exhibits. 

The subcommittee has discussed 35 individual loans in its public 
hearings, some of them in much detail. It has studied some 200 or 
so more on which hearings have not been held. ‘Two previous interim 
reports have been published. 

The public hearings on RFC loans have been conducted primarily 
as an inquiry into the policies governing the Corporation’s activities. 
Particular attention has been given to top-level policy. One series 
of hearings, however, dealt with a contract between Lustron Corp., 
an RFC borrower, and Commercial Home Equipment Corp., a concern 
which undertook to transport the Lustron houses. This contract 
was reviewed from the standpoint of the possibility that there had 
been improprieties on the part of Commercial Home Equipment Co. 
and a lack of reasonable and businesslike supervision of the contract 
by the RFC. 

The Department of Justice has this matter under investigation at 
the present time. 

The Hoover Commission warned of favoritism 

Having completed a series of case studies on lending policies, the 
subcommittee considered the subject of favoritism and influence in 
the RFC. The Hoover Commission had warned of these things. In 
its Report on Federal Business Enterprises, transmitted to the Con- 
gress on March 31, 1949, the Commission had said: 

Direct lending by the Government to persons or enterprises opens up dangerous 
possibilities of waste and favoritism to individuals or enterprises. It invites 
political and private pressure, or even corruption. 

Three of the Hoover Commissioners took exception to this assertion 
because they had seen no evidence which would justify it. 

The Senate Committee on Banking and Currency also has been 
concerned over the possible undesirable effect of outside influence on 
the RFC. In reporting on the study which was concluded by its 
RFC subcommittee in March 1948, the committee said: 

It is the opinion of this committee that, in those fields in which RFC has the 
responsibility for its actions, it should be allowed to exercise its discretion free 
from interference by other governmental agencies and departments and, for that 


matter, free from all influence whether from officials in the Government or from 
Members of Congress. Only under those circumstances can RFC be expected to 


. 
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do its job properly and with full accountability. Attempts to influence the busi- 
ness judgments of RFC by the use of political influence, even though well intended, 
are a constant menace to sound administration. While the general policies of 
the RFC, like those of other Government agencies, should be reviewed and co- 
ordinated ~ the President, this general review should not extend to particular 
loans. The business decisions of RFC should be the independent judgments of 
its Board of Directors (S. Rept. 974, 80th Cong., 2d sess., p. 13). 

Recent RFC business decisions are not easy to understand 


In its study, the present subcommittee has observed that many 
RFC loan applications in the past 2 years have been approved by the 
Board of Directors without any apparent affirmative reason. In fact, 
many applications have been approved by the Board notwithsta: \ ling 
the existence of persuasive reasons why loans shoul not be made. 

Justification for a number of such loans, in general terms, has been 
offered in the hearings held, but in certain cases the subcommittee 
has gained the impression that its hearings have not been successful 
in establishing the real reasons why the loans were made. This was 
true of the Texmass loan which involved $10,100,000 of RFC money. 
It was true of a $4,000,000 loan to Waltham Watch Co., a $1,300,000 
loan to the Mapes Hotel in Reno, Nev., and a $400,000 loan to 
Ribbonwriter Corp. of America of Dania, Fla. The subcommittee 
has not held public hearings on certain loans to Central Iron & Steel 
Co. which totaled about $4,000,000, but it appears from the study 
made by the staff that the real reasons why these new were made 
are equally obscure. There are other cases similar to Central Iron 
& Steel Co. in this respect, in which the staff has been able to make 
only a cursory review. 


Two directors accused of playing favorites 

The subcommittee has been told repeatedly that certain Washington 
attorneys and certain other people were unduly influential with 
officials of the RFC. In some instances the reports have been 
received in sworn testimony which asserts that for a sufficient fee 
these people would give assurance, where no one else could, that 
matters pending before the RFC would have a successful outcome. 

Certain RFC officials were named in the specific allegations of 
favoritism received by the subcommittee. They are Walter L. 
Dunham and William E. Willett, Directors. These are the hold-over 
Directors included by the President of the United States in the panel 
of nominees for the new Board which was submitted to the Senate on 
August 9, 1950, and resubmitted on November 27, 1950. Willett 
came up through the ranks in RFC. Dunham came to his position 
on the Board early in 1949 from outside the Corporation. He attrib- 
utes his appointment to Cy Bevan, a Detroit lawyer, who was for- 


merly the Democratic national committeeman for the State of 
Michigan. 


Goodwin, Rosenbaum, Meacham & Bailen 


The Washington law firm of Goodwin, Rosenbaum, Meacham & 
Bailen, and, particularly, its leading member, Joseph H. Rosenbaum, 
are the attorneys mentioned most frequently in reports of special 
influence which have reached the subcommittee. There are other 
attorneys who seem to have unusual success at the RFC 

Joseph H. Rosenbaum is quoted in sworn testimony as having 
claimed on one occasion that Willett and Dunham were “‘in his hip 
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pocket.”” On another occasion, reported by RFC Director Harvey 
J. ponies he told L. M. Giannini, the California banker, that he 
had considerable influence over the decisions made by these two men. 

In February 1950, according to Carl Strandlund, the president of 
the Lustron Corp., Rosenbaum met the representatives of a committee 
of Lustron stockholders. Strandlund said: 

In the course of the conversation, Mr. Rosenbaum mentioned that he was well 
informed with reference to the Lustron picture, that he was closely connected with 
Mr. Willett, and had been called upon by Mr. Willett for advice and assistance in 
connection with Lustron matters on several occasions. 

These incidents indicate that Rosenbaum stressed the importance 
of his personal relationships with the directors named. 

Lesser officials in the RFC have sometimes found the Rosenbaum 
fees to be excessively high for the work done by the firm. In the case 
of a $1,400,000 loan to National Union Radio Corp., for example, ¢ 
fee of $15, 000 was agreed upon between attorney and ‘clie nt, and a tee 
of $5,000 was the maximum which RFC’s New York office would ap- 
prove for that portion of the work with which it was familiar. The 
difference was referred to Washington for approval. The matter 
was in abeyance in Washington for about 2 months and then the 
loan was repaid, before maturity. Approval of the fee never came 
to a final decision. 

The subcommittee has not made a complete study of the loan to 
National Union Radio Corp. 

A separate section of this report presents a brief description of cer- 
tain aspects of the negotiations in this case, as well as a complete copy 
of the analysis which the New York RFC Loan Agency made with 
respect to the Rosenbaum fee billing. 

E. Merl Young 


The individual named most frequently in the reports of alleged 
influence which have reached the subcommittee is E. Merl Young. 
Director Gunderson described him to the subcommittee as an 
expediter. 

Merl Young worked for a dairy company in Washington during 
1937 and half of 1938. He was self- employed in Jerico Springs, Mo.. 
after that and until the end of 1939. In 1940, his wife having acc epted 
employment with Senator Truman, Young returned to Washington 
and became an assistant messenger in the ey apres General 
Accounting Office. The salary was $1,080 a ye He served in the 
Marine Corps from 1942 to 1945, and then he bcs an RFC exam- 
iner at $4,500 a year. By July of 1948 his salary at RFC had risen to 
$7,193 a year. 

More recently, Merl Young has been an $18,000-a-year vice presi- 
dent of the Lustron Corp. and, simultaneously, a $10,000-a-year 
official of F. L. Jacobs Co. Both were RFC borrowers at the time. 
Strandlund, the president of Lustron, testified that he was unaware of 
Young’s employment with the F. L. Jacobs Co. It seems that Young 
acquired and held both of these positions because of the influential 
atmosphere which surrounds him. 

At the present time, Merl Young and his friends say that he is an 
entrepreneur in the insurance business. According to his tax reports, 
which the subcommittee examined in August, he expected his 1950 
income to approximate $60,000. During the first 8 months of its 
existence, however, the insurance business had been financed exclu- 
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sively by the law firm of Goodwin, Rosenbaum, Meacham « Bailen 
and the officials of F. L. Jacobs Co., and it had not earned a sufficient 
gross revenue to pay expenses. 

Other close relationships between Young and the Rosenbaum firm 
have been uncovered in connection with matters which concerned the 
RFC. _ It was also found that Young has been closely associated with 
Willett and Dunham, with whom it has been alleged that Rosenbaum 
claims to have special influence. 

According to sworn testimony Young has offered to be influential 
for a fee on behalf of persons seeking to do business with the RFC. 
Rex Jacobs, James Windham, and the F. L. Jacobs Co.: 

Rex C. Jacobs has been named in sworn testimony as one of the 
persons whose interests have influenced Dunham’s decisions. He is 
closely associated with Joseph Rosenbaum, and has recommended 
employment of Rosenbaum’s firm to persons seeking to do business 
with the RFC. He has been intimately associated also with Walter 
Dunham, who brought about Jacobs’ selection by RFC as the expert 
who would survey the Lustron C orp. and advise on its reorganization. 
Jacobs also has cultivated the friendship of Donald Dawson, the 
President’s aide. 

Jacobs is president of the F. L. Jacobs Co. of Detroit. This com- 
pany has been Merl Young’s employer. Though it no longer employs 
him, and though its stock is held by the public, the company has also 
undertaken to finance Young’s entire stake in a wildcat oil well and 
a substantial portion of his venture into the insurance business. 
Jacobs has entertained Merl Young and Rosenbaum at his estate in 
Homestead, Fla. Dawson too has been his guest. 

James C. Windham, treasurer and a director of the F. L. Jacobs 
Co., also has been close to Young and Dunham, and he frequently has 
substituted for Rex Jacobs in telephone conversations and other dis- 
cussions with these men. Windham was an aide to Director George 
Allen, of RFC, at the time that a $3,000,000 loan was made to the 
F. L. Jacobs Co. He joined the company shortly afterward. At 
present he is a member of the advisory committee which consults 
with the RFC Loan Agency in Detroit. Each of the several loan 
agencies has such a committee composed of bankers and businessmen 
who serve as independent advisers without pay. 

Though Jacobs says he has known Dunham for 25 years, Dunham 
says he hadn’t met either Jacobs or Windham before he was first 
appointed to the RFC Board. He says that Windham sought him 
out in Detroit after the appointment, and that shortly afterward 
Windham introduced him to Merl Young and Rex Jacobs. He con- 
siders Windham a brilliant man and professes admiration for him. 

Windham has taken a more extensive interest in the loans and other 
business of RFC than his duties on the Detroit Advisory Committee 
would require or justify. This is clear from the entries in Dunham’s 
office records which reveal also that Windham was willing and able to 
influence Dunham in a way which constituted interference in the 


internal affairs of RFC. 
Donald Dawson 


Donald Dawson, personnel adviser to the President of the United 
States, and formerly personnel officer of the RFC, apparently exer- 
cised considerable influence over certain of the Directors of the RFC. 
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He has had other points of contact in the Corporation as well. 
Dawson’s wife, Mrs. Alva Dawson, is the chief custodian of the files 
of the RFC. Donald Smith, who succeeded Dawson as RFC per- 
sonnel director, is his close personal friend. 

Investigation by the subcommittee indicates that close personal 
relationships exist between Dawson, Merl Young, Rex Jacobs, 
James Windham, and RFC Directors Dunham and Willett. These 
friends, with others, constitute a group who appear to have exercised 
influence over the RFC. 

Former Chairman Hise and Director Dunham of the RFC have 
stated that Dawson tried to dominate the RFC. Hise said that he 
resisted domination by Dawson, but Dunham acknowledged that he 
did not. Hise, Dunham, and former Director Gunderson, all three, 
have asserted that Willett does what Dawson requires of him as an 
RFC Director. Dawson and Willett occupied adjoining space as 
examiners in the Closed Bank Division of RFC some years ago. 


C. Edward Rowe 


C. Edward Rowe, of Athol, Mass., is one of the three new Directors 
of RFC. He was given a 2-year term, and now holds office by interim 
appointment. Recently he was named Vice Chairman of the Board. 

Rowe’s appointment to Board membership has been expected in the 
RFC since the beginning of 1949 when Director Henry Mulligan’s 
retirement first began to be anticipated. 'The subcommittee has been 
advised by both Dunham and Gunderson that they regarded Rowe 
as Willett’s candidate for the position, and that the »y understood he 
was acceptable to Dawson for that reason. 

It has been reported to the subcommittee that former Congressman 
Joseph E. Casey was instrumental in bringing about Rowe’s appoint- 
ment. Casey does not take credit for Rowe’s appointment, but he 
is not surprised by the reports, because he has been Rowe’s close 
friend for a number of years and his associate in the practice of law in 
Athol and Gardner, Mass. He now practices in Washington. 

Casey was associated in Washington with the firm of Goodwin, 
Rosenbaum, Meacham & Bailen. Though he was neither a member 
nor an employee of the firm, he was its key representative on RFC 
matters, and he shared to the extent of 20 percent in the fees which the 
firm collected for the presentation of loan applications or the conduct 
of other business with the RFC. 

Willett has been acquainted with Rowe for a considerable period, 
they having been national bank receivers together in 1933. When 
Rowe sought to borrow $300,000 from RFC for his business enter- 
prise, the Harrington & Richardson Arms Co. of Worcester, Mass., 
he made his principal contacts in the Washington office of RFC 
directly with Willett. The two men were in contact with one another 
at critical points in the loan negotiations, and it appears that Willett 
took a greater interest in the loan than would normally have been 
the case. Willett even accorded Rowe the opportunity to confer with 
the Ww ashington examiner assigned to the case before the field exam- 
iner’s report had been submitted, an unusual privilege for a loan 
applic ant. 

Rowe’s loan was a controversial one. Important concessions were 
made in granting it, even though the value of the collateral had been 
questioned. One concession was the waiver of the pledge of the 
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borrower’s plant properties. Another was the waiver of Rowe’s 
personal guaranty of repayment. The guaranty of another official 
was also waived. 

Rowe’s appointment to the RFC Board came less than 4 months 
after the loan was made. He immediately arranged a refinancing with 
two Massachusetts banks and the RFC was repaid. The two banks 
were the same ones which had been approached, but had declined 
to make the loan when the application was made to RFC. The 
subcommittee has not examined the financial position of Harrington 
& Richardson Arms Co. to ascertain what changes took place in the 
4-month interval. 

Further comments on the loan are presented in a separate section 
of this report. 

The RFC loans to Central Iron & Steel Co. 

The subcommittee has made a study of the circumstances surround- 
ing the loans which RFC made to Central Iron . Steel Co. This is 
a ‘subsidiary of Barium Steel Corp. As such, is a member of a 
group of companies which are clients of the Rose wh aum firm. 

Another subsidiary of Barium Steel Corp. had sought financial 
assistance from RFC some years before. It was turned down because 
of severe defects in its financial policies and in the financial policies 
of the parent’s principal officials, who made a practice of “milking”’ 
the subsidiaries. The same people and the same policies were found 
to be dominant in Central Iron & Steel Co. Primarily for this reason, 
its initial application was scheduled for ‘‘automatic decline,” a process 
which would have ended in rejection of the application unless the RFC 
Board interfered by a freak action. 

Notwithstanding his knowledge of the earlier unsuccessful applica- 
tions, Willett brought about a substitution of examiners on this case 
in time to avoid “automatic decline.” The first Central Iron & Steel 
loan was granted on June 3, 1949, and the second was granted on 
September 16, 1949, the total at that point being $6,300,000. The 
loans were granted over the objection of all exammers and reviewers 
with the single exception of the substitute examiner, Hubert B. Steele. 

One month after the second loan was authorized, Steele left the 
RFC and obtained employment at $15,000 a year with Goodwin, 
Rosenbaum, Meacham & Bailen and Joseph E. Casey, jointly. He 
received a payment of $5,000 on the day he reported for duty. Rosen- 
baum explains that the $5,000 payment was for 4 month’s salary in 
advance. 

Casey was the principal advocate for the Central Iron & Steel Co. 
loan. He worked with his brother-in-law, Robert W. Dudley, a mem- 
ber of the firm. Both made their principal contacts in the RFC with 
Willett. 

The attorney-and-client arrangement between the Barium Steel 

roup and the Rosenbaum firm was first brought about by Paul O. 
Barkley who was or had been an official of one or more companies in 
the group. Buckley shared in the fees which the firm collected from 
this client, including the fees arising from negotiation of the RFC loans 
to Central Iron & Steel. 

Buckley is known to the subcommittee. He appeared in the hear- 
ings on the Lustron transportation contract. He was a director of the 
Lustron Corp. and he was one of the officials of the company which 
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had contracted to haul the Lustron houses. He also was a financial 
beneficiary of the hauler’s operations under the contract. He bor- 
rowed about $200,000 from this enterprise to finance another business 
in which he and Frank Rosenbaum (the brother of Joseph) had an 
interest. 


Texmass Petroleum Co. 


Ross Bohannon, of Dallas, Tex., testified before the subcommittee. 
He was attorney for Texmass Petroleum Co. when it borrowed 
$10,100,000 from RFC in May 1950. 

Bohannon testified that Merl Young had offered to be influential 
in securing the success of the Texmass application. He testified 
further that for this service Young set a fee of $85,000—to be paid 
$10,000 down and $7,500 a year for 10 years. 

No arrangement was made between Texmass and Young. The 
matter was reported to RFC Chairman Harley Hise, who assured 
Bohannon that Washington influence would be neither helpful nor 
necessary. 

It is interesting to observe that one of the intermediaries between 
Young and Bobannon was John B. Skiles of the Dallas RFC Loan 
Agency. Skiles is mentioned later in this presentation as the man 
whose activities have seriously disrupted the organization of the 
Dallas office. According to affidavits from the files of the manager of 
the Loan Agency, he claims influence with Donald Dawson, Merl 


Young, and Ww illiam E. Willett. 


Strandlund and the Lustron Corp. 


Carl Strandlund testified before the subcommittee. He was presi- 
dent and principal owner of the Lustron Corp. which borrowed 

$37,500,000 from RFC. 

Strandlund testified that Dunham had repeatedly tried to wrest 
control of Lustron from him in order that he might bring about its 
transfer to other persons. Specifically, the charge was that Dunham 
attempted to transfer control of Lustron to Rex Jacobs and his 
associates, including Merl Young. 

Testimony taken by the subcommittee shows that Rex Jacobs was 
employed by RFC to conduct a survey of the Lustron Corp. It 
shows also that the survey was made in only 2 days. In the pre- 
liminary draft of his report, which the subcommittee has in its files, 
Jacobs proposed that ownership of Lustron’s capital stock should be 
vested in substantial part in E. Merl Young, Robert Haggerty, and 
Ed Hunt. The proposal does not appear in the report which was 
delivered to RFC. Haggerty was a business associate of the brothers, 
Merl and Herschel Young. Hunt was Jacobs’ associate in making 
the survey. As drafted, the suggestion contemplated that the stock 
to be sold to these men at 1 cent per share would be enough to offset 
the 86,000 shares owned by Strandlund. 

Strandlund made allegations of other improprieties. His testimony 
describes instances in which Dunham or his friends attempted to 
influence the business decisions of Lustron Corp. for their own pur- 
poses. One such instance had to do with the resale of steel which 
was in short supply. Another instance had to do with the proposed 
substitution of a Jacobs product for other equipment used in the 
Lustron house. In the latter case there was to be $15 per unit for 


Merl Young. 
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Strandlund testified to his belief that, following the failure of 
attempts to place control of Lustron in the hands of his nominees, 
Dunham was instrumental in directing the efforts of the RFC Board 
toward deliberate destruction of the Lustron Corp. 


Fruehauf Trailer Co. 


Roy Fruehauf testified before the subcommittee. He is president 
of the Fruebauf Trailer Co., which had an important financial interest 
in the success of Lustron Corp. Fruehauf’s interest arose from a 
$3,000,000 unpaid balance owed to his company for trailers furnished 
to the Commercial Home Equipment Co. which had contracted to 
transport the Lustron houses from factory to building sites. 

Fruehauf testified that Rosenbaum had offered to secure RFC’s 
approval of a plan of reorganization for Lustron which would safeguard 
the Fruehauf interests. According to Fruehauf, Rosenbaum said his 
fee for this service was to be $100,000. 

Fruehauf testified that Rosenbaum claimed to have Dunham and 
Willett “in his hip pocket,’ and he testified also that Rex Jacobs 
and Paul O. Buckley strongly urged acceptance of the Rosenbaum 
proposal. 

Buckley is mentioned elsewhere in this presentation. He was con- 
nected with Barium Steel Corp., the parent of Central Iron & Steel 
Co. Also he was a Lustron director, and an official and stockholder 
of Commercial Home Equipment Co. which purchased the trailers to 
haul the houses. Finally he was a business associate of Joseph 
Rosenbaum. 

Fruehauf’s regular counsel said the Rosenbaum proposal sounded 
like a typical ‘‘Washington fix.” He advised against it, and no 
arrangement was made between Fruehauf and Rosenbaum. The 
Fruehauf plans for Lustron reorganization met with failure. 
Kaiser-Frazer Corp. 

Former RFC Chairman Hise furnished the subcommittee with a 
copy of a confidential office memorandum which was written to him by 
Director Harvey J. Gunderson on October 11, 1949. According to this 
memorandum, Rosenbaum had approached Edgar Kaiser through 


on) 


L. M. Giannini, the California banker. Edgar Kaiser is the president 
of Kaiser-Frazer Corp., which borrowed $44,000,000 from RFC in 1949 
and received an additional loan authorization of $25,000,000 in 
December 1950. 

The memorandum reports that Rosenbaum claimed to have influ- 
ence over the decisions of Dunham and Willett, and that for this reason 
he would be able to negotiate more advantageous terms for the Kaiser- 
Frazer loan than the borrower could otherwise obtain. Success of the 
application itself was not promised because that had already been 
assured. 

The Gunderson memorandum states also that Merl Young 
approached the Kaiser-Frazer officials. In doing so, he attempted to 
create the impression that he had influence with the RFC and that he 
had brought about improvement of the conditions governing the 
Kaiser-Frazer loan. He said this was done not on behalf of the 
Kaiser-Frazer interests, but for the benefit of certain other interests in 
Detroit. The memorandum does not assert that Young sought to be 
rewarded by the Kaiser-Frazer Corp. for what he claimed to have done. 

The allegations contained in Gunderson’s memorandum were con- 
firmed by Messrs. Edgar Kaiser and Chad Calhoun of the Kaiser 
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had contracted to haul the Lustron houses. He also was a financial 
beneficiary of the hauler’s operations under the contract. He bor- 
rowed about $200,000 from this enterprise to finance another business 
in which he and Frank Rosenbaum (the brother of Joseph) had an 
interest. 

Texmass Petroleum Co. 


Ross Bohannon, of Dallas, Tex., testified before the subcommittee. 
He was attorney for Texmass Petroleum Co. when it borrowed 
$10,100,000 from RFC in May 1950. 

Bohannon testified that Merl Young had offered to be influential 
in securing the success of the Texmass application. He testified 
further that for this service Young set a fee of $85,000—to be paid 
$10,000 down and $7,500 a year for 10 years. 

No arrangement was made between Texmass and Young. The 
matter was reported to RFC Chairman Harley Hise, who assured 
Bohannon that Washington influence would be neither helpful nor 
necessary. 

It is interesting to observe that one of the intermediaries between 
Young and Bohannon was John B. Skiles of the Dallas RFC Loan 
Agency. Skiles is mentioned later in this presentation as the man 
whose activities have seriously disrupted the organization of the 
Dallas office. According to affidavits from the files of the manager of 
the Loan Agency, he claims influence with Donald Dawson, Merl 


Young, and Ww illiam E. Willett. — - 


Strandlund and the Lustron Corp. 


Carl Strandlund testified before the subcommittee. He was presi- 
dent and principal owner of the Lustron Corp. which borrowed 

$37,500,000 from RFC. 

Strandlund testified that Dunham had repeatedly tried to wrest 
control of Lustron from him in order that he might bring about its 
transfer to other persons. Specifically, the charge was that Dunham 
attempted to transfer control of Lustron to Rex Jacobs and his 
associates, including Merl Young. 

Testimony taken by the subcommittee shows that Rex Jacobs was 
employed by RFC to conduct a survey of the Lustron Corp. It 
shows also that the survey was made in only 2 days. In the pre- 
liminary draft of his report, which the subcommittee has in its files, 
Jacobs proposed that ownership of Lustron’s capital stock should be 
vested in substantial part in E. Merl Young, Robert Haggerty, and 
Ed Hunt. The proposal does not appear in the report which was 
delivered to RFC. Haggerty was a business associate of the brothers, 
Merl and Herschel Young, Hunt was Jacobs’ associate in making 
the survey. As drafted, the suggestion contemplated that the stock 
to be sold to these men at 1 cent per share would be enough to offset 
the 86,000 shares owned by Strandlund. 

Strandlund made allegations of other improprieties. His testimony 
describes instances in which Dunham or his friends attempted to 
influence the business decisions of Lustron Corp. for their own pur- 
poses. One such instance had to do with the resale of steel which 
was in short supply. Another instance had to do with the proposed 
substitution of a Jacobs product for other equipment used in the 
Lustron house. In the latter case there was to be $15 per unit for 


Merl Young. 
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Strandlund testified to his belief that, following the failure of 
attempts to place control of Lustron in the hands of his nominees, 
Dunham was instrumental in directing the efforts of the RFC Board 
toward deliberate destruction of the Lustron Cor p. 

Fruehauf Trailer Co. 

Roy Fruehauf testified before the subcommittee. He is president 
of the Fruebauf Trailer Co., which had an important financial interest 
in the success of Lustron Corp. Fruehauf’s interest arose from a 
$3,000,000 unpaid balance owed to his company for trailers furnished 
to the Commercial Home Equipment Co. which had contracted to 
transport the Lustron houses from factory to building sites. 

Fruehauf testified that Rosenbaum had offered to secure RFC’s 
approval of a plan of reorganization for Lustron which would safeguard 
the Fruehauf interests. According to Fruehauf, Rosenbaum said his 
fee for this service was to be $100,000. 

Fruehauf testified that Rosenbaum claimed to have Dunham and 
Willett “in his hip pocket,” and he testified also that Rex Jacobs 
and Paul O. Buckley strongly urged acceptance of the Rosenbaum 
proposal. 

Buckley is mentioned elsewhere in this presentation. He was con- 
nected with Barium Steel Corp., the parent of Central Iron & Steel 
Co. Also he was a Lustron director, and an official and stockholder 
of Commercial Home Equipment Co. which purchased the trailers to 
haul the houses. Finally he was a business associate of Joseph 
Rosenbaum. 

Fruehauf’s regular counsel said the Rosenbaum proposal sounded 
like a typical ‘‘Washington fix.” He advised against it, and no 
arrangement was made between Fruehauf and Rosenbaum. The 
Fruehauf plans for Lustron reorganization met with failure. 
Kaiser-Frazer Corp. 

Former RFC Chairman Hise furnished the subcommittee with a 
copy of a confidential office memorandum which was written to him by 
Director Harvey J. Gunderson on October 11, 1949. According to this 
memorandum, Rosenbaum had approached Edgar Kaiser through 
L. M. Giannini, the California banker. Edgar Kaiser is the preside nt 
of Kaiser-Frazer Corp., which borrowed $44,000,000 from RFC in 1949 
and received an additional loan authorization of $25,000,000 in 
December 1950. 

The memorandum reports that Rosenbaum claimed to have influ- 
ence over the decisions of Dunham and Willett, and that for this reason 
he would be able to negotiate more advantageous terms for the Kaiser- 
Frazer loan than the borrower could otherwise obtain. Success of the 
application itself was not promised because that had already been 
assured, 

The Gunderson memorandum states also that Merl Young 
approached the Kaiser-Frazer officials. In doing so, he attempted to 
create the impression that he had influence with the RFC and that he 
had brought about improvement of the conditions governing the 
Kaiser-Frazer loan. He said this was done not on behalf of the 
Kaiser-Frazer interests, but for the benefit of certain other interests in 
Detroit. The memorandum does not assert that Young sought to be 
rewarded by the Kaiser-Frazer Corp. for what he claimed to have done. 

The allegations contained in Gunderson’s memorandum were con- 
firmed by “Messrs. Edgar Kaiser and Chad Calhoun of the Kaiser 
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enterprises, who also confirmed Gunderson’s report that they had 
declined the assistance offered. On the occasion of this discussion, 
Calhoun supplied the subcommittee with certain confidential memo- 
randa from his files bearing on the subject. Also, he reported that 
Dunham had recently embarrassed him by soliciting his support for 
the confirmation of his reappointment to the RFC Board. 

Political sponsorship 


The entries in Dunham’s office records indicate that it was his 
practice to discuss the affairs of RFC freely with representatives of the 
Democratic National Committee, and to give special attention to 
matters in which the committee was interested. Though he was a 
Republican Board member, Dunham’s most frequent visitors, judging 
from his office records, were attorneys and others who had been 
introduced by Chairman William M. Boyle or his assistants. 

Dunham cooperated freely with these people. He even undertook 
to help place some of them in important jobs. Twice the committee 
sent over men who were candidates for membership on the Board of 
Directors of Preferred Accident Insurance Co., an RFC borrower. 
One of these was Leo B. Parker, an attorney of Kansas City, Mo. 
Boyle’s office made an appointment for him to visit Dunham on July 
12, 1950. 

Parker later undertook to negotiate with RFC and particularly with 
Dunham on behalf of a client corporation which wished to acquire the 
facilities of Aireon Manufacturing Corp. These facilities, located in 
Kansas City, Kans., had come into RFC’s possession by foreclosure 
on a defaulted loan. Parker’s client was the Starrett Television Corp. 
owned principally by Jacob Freidus and his wife. 

After negotiating the offer of Starrett Television Corp. and certain 
other offers, RFC awarded the sale to Starrett for $700,000 and certain 
other considerations. It then prepared to bring the transaction to a 
conclusion. 

For some unexplained reason, RFC omitted to obtain a Dun & 
Bradstreet report regarding Starrett Television Corp. and its princi- 
pals. If it had done so, it would have learned that Freidus and his 
father-in-law, Sam Aaron, were under indictment for evasion of income 
taxes amounting to $218,000. 

This information came to the subcommittee on September 25, 1950, 
the day before the deal was to be closed in Kansas City. It was com- 
municated to the RFC immediately, and RFC undertook to postpone 
the closing of the deal. 

The RFC Investigations Division looked into the matter and found 
not only that there was income-tax evasion but also that Freidus and 
Aaron were then on trial in New York, and that certain other princi- 
pals in Starrett Television Corp. had criminal records. The RFC 
investigators found further that there was good reason to believe the 
corporation and its principals had made misrepresentations to induce 
RFC to award the sale to them. 

Nothwithstanding the probability of misrepresentations, RFC did 
not take action against the purchaser under those sections of the 
RFC Act which make it possible to do so. Instead, the Corporation 
defensively explored the possibility that it might be exposed to 
litigation if it sought to withdraw from the deal. 

It was November 3, 1950, before the Board finally rescinded the 
sale. Freidus and Aaron were sentenced to prison a few days later. 
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The incident is included in this presentation in order to show the 
difficulties which attend the assignment of too great a weicht ¢ 


VW ¢ 0 
political sponsorship of a party to a business transaction. 
On December 19, 1950, acting on the suggestion of Director C. Ed- 


ward Rowe, RFC employed Aaron Krock & Co. auctioneers of 
Worcester, Mass., to dispose of the Aireon properties. If successful. 
the firm will receive 5 percent of the selling pri: 
will be reimbursed for expenses incurred. 

The attempts to dispose of the facilities of Aireon Manufacturing 
Corp. are discussed in greater detail in a separate section of this r port. 
Disruption in the Dallas Agency 

One series of entries in Director Dunham’s office records indicates 
that James Windham sought to bring about an increase in the salary 
of an examiner attached to the RFC loan agency in Detroit. He 
was successful in enlisting Dunham’s interest in this undertaking, 
and through Dunham the salary increase was broucht about. Dun- 


‘e aS commission and it 


ham promptly reported his success to Windham. 

This was one instance in which & personnel action in the RFC was 
taken because of an interest arising from the association of people 
discussed in this presentation. The following paragraphs describe 
another. 

The Dallas loan agency of RFC has been in a state of considerable 
disruption for 2 years because of the activities of one of its minor 
officials who seems to be on intimate terms with Dawson and Young 
and who openly claims to have Washington influence at his disposal. 
This man is John B. Skiles. who heads the Division of Personne] and 
Administration in the Dallas loan agency. 

Shortly after the 1948 election, L. B. Glidden. manager of the 
agency, fell into disfavor with one of the local leaders of the Democratic 
Party in Dallas, and his removal from the position of manager was 
suggested. Merl Young was advised by letter that Glidden was 
“N.G.” Affidavits which the subcommittee obtained from Glidden’s 
files indicate that Skiles became the principal purveyor of rumors 
which were circulated to undermine Glidden’s position. They indi- 
cate also that he deliberately divided the agency employees into 
factions, and used abusive language and pressure tactics with those 
who opposed him. 

The official RFC organization, including the Board of Directors. 
was unable to cope with the situation, and Glidden. who resigned as 
manager in December 1950, never was able to bring about Skiles’ 
removal from the agency. 

In desperation, Glidden once went so far as to appeal directly to 
Donald Dawson, who is the President’s aide on personnel matters. 
It was Dawson who had first sponsored Skiles’ employment with 
RFC in Dallas, a fact to which Glidden referred in his letter. Dawson 
did not respond to Glidden’s appeal. It appears from other corre- 
spondence that he denied any knowledge of the situation in Dallas. 
Some of the confidential memoranda which Glidden supplied to the 
subcommittee give reason to believe that Dawson may have 
encouraged Skiles’ defiant attitude. 

The Skiles matter was put into the regular civil-service channels, 
and in December 1950 an appeal board in Dallas sustained Glidden’s 
decision that Skiles should be rated an “unsatisfactory”’ employee. 
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Just at this time Glidden’s transfer from Dallas to Houston was 
proposed by the Board of Directors, and Glidden resigned because he 
did not wish to make the move. His resignation was accompanied by 
the official recommendation that Skiles be discharged. ‘The resigna- 
tion was accepted promptly in Washington, but the recommendation 
had not been acted on when this interim report was prepared. 

Succeeding sections of this interim report describe in greater detail 
certain aspects of the loans to Harrington & Richardson Arms Co. and 
National Union Radio Corp. and certain aspects of the attempts to 
dispose of facilities acquired by foreclosure of the loan to Aireon 
Manufacturing Corp. Additional interim reports will be issued by 
the subcommittee as they are completed. These will deal with the 
other case studies mentioned in the section entitled “Summary on 
Favoritism and Influence.” 


RFC LOAN TO HARRINGTON & RICHARDSON ARMS CO. 


When appointed to the RFC Board, Rowe was a borrower 

C. Edward Rowe, one of the three newly appointed Directors of 
RFC, acquired the principal ownership and assumed control of the 
Harrington & Richardson Arms Co. of Worcester, Mass., in 1944. 

On April 20, 1945, this company applied to RFC for a loan of 
$500,000. Approval of the application was recommended by the 
3oston loan agency, but for various reasons, Board action was 
deferred and on February 7, 1947, the agency manager requested 
that the application be withdrawn. 

On April 10, 1950, the Board of Directors of RFC approved a 
$300,000 2-year loan to Harrington & Richardson Arms Co. on a new 
application dated February 6, 1950. A total of $225,000 was disbursed 
on this loan. The $75,000 remainder was canceled. 

On September 1, 1950, after Rowe had been appointed a Director 
of the RFC, the then remaining balance of $165,139.17 was repaid by 
a check drawn on Worcester County Trust Co. of Worcester, Mass. 


Financial assistance from other sources 


Repayment of the RFC loan was made from the proceeds of a 
$300,000 loan granted by the Worcester County Trust Co. and the 
Merchants National Bank of Boston which had taken a 50-percent 
participation. This bank loan was secured to the extent of $200,000 
by pledge of the borrower’s inventories, and the remaining $100,000 
was unsecured. The RFC loan agency in Boston understands that 
the secured portion had been repaid on October 19, 1950, repayments 
having been made possible by inventory liquidation. There was then 
an $85,000 unpaid balance on the unsecured portion. 

On March 22, 1950, commenting on the application filed with RFC, 
Examiner Robert B. Bergen of the Boston loan agency had reported 
on the availability of assistance from other sources. His report said 
the Worcester County Trust Co. had advised the agency ‘‘that they 
were not interested in the proposed loan.’’ The same was said of the 
Merchants National Bank of Boston, a creditor of Harrington & 
Richardson Arms Co. at that time. The company owed it a remainder 
of $75,000 on a $300,000 working-capital loan which had been renewed 
from time to time. According to Bergen, the applicant had approached 
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the Merchants National Bank seeking to restore this loan to its original 
$300,000 level, but the bank ‘“‘has been noncommittal and has informed 
the applicant that, when it has repaid its outstanding loan, it will then 
take up the question of extending further credit in the increased 
amount desired.”’ 

The comments of the two banks were accepted by RFC as conclu- 
sive showing that financial assistance was not available to Harrington 
& Richardson from other sources. The same two banks collaborated 
to supply Mr. Rowe’s company with the assistance it was seeking 
immediately after he was appointed a director of RFC. This may 
have been because of changes in economic circumstances brought 
about by the Korean conflict which developed in the interim. 
Harrington & Richardson is 80 years old 

The business of Harrington & Richardson Arms Co. was first 
organized in 1871 by Gilbert H. Harrington and Franklin Wesson. 
A new firm was formed in 1874 by Gilbert H. Harrington and William 
H. Richardson, this partnership continuing until the corporation was 
organized under Massachusetts law on January 24, 1888. 

In 1938 the corporation went into bankruptcy under section 77B 
of the Bankruptcy Act. Its reorganization was completed on May 6, 
1940, the creditors accepting 25 percent of their claims in cash and 
75 percent in preferred stock, which was redeemed in 1941. The 
present management and principal ownership dates from 1944. 

C. Edward Rowe owns 83,000 shares of common stock out of 166,758 
shares outstanding. In addition, there are 35,183 shares of class A 
stock outstanding, and 42,723 in the company’s treasury. Rowe owns 
100 class A shares. Because of a dividend arrearage, the class A 
shareholders have had voting rights for about 7 years. 

Although the class A shareholders received the right on May 15, 
1945, to exchange their shares for common stock on the basis of one for 
two, the 77,906 class A shares mentioned had not been presented for 
exchange by January 28, 1950, the date of the financial information 
contained in the application filed with RFC on February 6, 1950. 
Favoritism is implied 

Like the loans to Texmass Petroleum Co. and to Central Iron & 
Steel Co. the RFC loan to Harrington & Richardson Arms Co. is an 
instance in which the Board of Directors acted in opposition to the 
advice of all lower levels in the RFC excepting only the examiner for 
the Washington office. In doing so, the Board made concessions which 
ordinarily, under its policies, it would not have made. 

The subcommittee understands further that, like the loan to Central 
Iron & Steel, the loan to Harrington & Richardson Arms Co. is an in- 
stance in which the Washington examiner, who made a favorable 
report, was selected for the assignment by Director William E. 
Willett. The record indicates that the selection may have been made 
on March 23, 1950. The selection of examiners is not normally made 
by Directors. It is one of the responsibilities of the Manager of the 
Loan Division. 

C. Edward Rowe began to be mentioned as a candidate for member- 
ship on the RFC Board a full year or more before his loan application 
was filed. This was well known to the Directors and some key 
employees in the RFC, and so was Willett’s long-time friendship for 
Rowe. For these reasons and because of Willett’s intimate contact 
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with Rowe, particularly during the period of the loan negotiations, it 
seems that the best interests of RFC would have required the careful 
preparation of an incontrovertible record of arms-length dealings in 
this case. No such record was created, however, and the RFC is 
exposed to whatever implications may be drawn from the cireum- 
stances surrounding the negotiations and the loan. 


Bergen thought the collateral was insufficient 


Examiner Bergen reported on March 22, 1950, that “the bulk of 
applicant’s business is devoted to the manufacture and sale of low- 
priced sporting fire arms. While some submachine guns, handcuffs, 
leg-irons, etc., are manufactured for sale to law-enforcement agencies, 
the comparative volume of these latter items is relatively small. 
During the late war, the applicant manufactured large numbers of 
Reising submachine guns which were standard equipment for the 
United States Marine Corps and which are still used by that branch.’ 

The inventory of finished shotguns, rifles, and revolvers was 
offered by the applicant as the sole collateral for repayment of the 
RFC loan. These items had been manufactured at a cost of $434,000. 
They were marked for sale at retail for $642,000 and they were given a 
liquidating value of $197,000 by the appraiser for the Boston Loan 
Agency. The appraiser was of the opinion that the collateral could not 
be liquids ited satisfactorily on a piecemeal basis. ‘The value which he 
assigned contemplated that the inventory would be disposed of as a 
unit in the event of foreclosure. With respect to the inventory, 
Bergen reported: 

In conclusion, the examiner is of the opinion that the collateral offered consisting 
of finished inventory alone is unsatisfactory in type and not of such sound value as 
reasonably to assure repayment of the loan requested. 


Bergen closed his report with the recommendation that the applica- 
tion be declined and his report convinced both the review committee 
and the advisory committee in Boston. They also recommended 
decline. Inadequacy of collateral was the principal reason, but nine 
separate unfavorable factors were cited. They outwe sighed the two 
favorable facts (a) that employment would be afforded in a critical 
unemployment area, and (6) that the applicant’s management was 
regarded generally as mat and efficient. 


O’ Keefe checked the inventory carefully 

Bergen’s report is supported by the report of Vincent P. O’Keefe, 
engineer-examiner attached to the Boston loan agency. O’Keefe 
was the man who took the view that the liquidating value of the 
inventory should be determined on the basis of its disposal as a unit 
rather than its disposal piecemeal. The first 5 of his 10 conclusions 
are quoted below: 


1. That the greater portion of the inventory now on hand is of the 22-caliber 
type that is not as popular as the higher caliber, and therefore might be difficult 
to liquidate. 

2. That the business in general is depressed because of greatly diminished sales 
and demand for this type of commodity and because the market is saturated. 

3. That other manufacturers are discontinuing the manufacture of 22-caliber 
guns on a mass-production scale, because of a lack of demand for this type of 
firearm. 

4. That the sales of firearms has become keenly competitive. 

5. That the demand for Harrington & Richardson products in this area is not 
good as compared to Colt, Savage or Remington Arms firearms, according to a 
careful check made by the writer. 
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The RFC official Washington office file copy of O’Keefe’s report has 
the penciled notation ‘“‘wrong” concerning the first item. Item 2 is 
also marked ‘‘wrong.’”’ The word “popular” is written beside item 3, 
the word “okeh” is written beside item 4, and the words “different 
products” are written beside item 5. These may be notations made 
by James O. Hoover, the Washington examiner. He took exception 
to O’Keefe’s views s notwithstanding the fact that O’Keefe had made 
a careful check. 

The source of the information which the notations reflect is not 
stated, and there is no indication of when the notations were made. 
James O. Hoover was the Washington examiner 

Bergen’s report was received in Washington on March 28, 1950. 
It may be a coincidence that Rowe telephoned Willett about the loan 
on that same day, and that he did so again 3 days later. It may 
also be a coincidence that he had visited Willett on March 23 and on 
that occasion was accorded the opportunity to talk to James Hoover. 


In his report on the loan application, Examiner Hoover said with 
reference to O’Keefe’s report: 


It appears to undersigned that Appraiser O’ Keefe is considering a of inven- 
tory in a distressed situation, that is, that only ee would be recovered if 
applicant discontinued operations. * * * The undersigne d believes the 
approach of appraiser is extreme in establishing liquidati ig value of inventory. 


It is anticipated that this enterprise will continue and that in any event, firearms 
will be manufactured under the trade name H & R, which has been established 
since 1871. 


The point of view employed by O’Keefe is consistent with RFC 
policy in the establishment of liquidating values. The point of view 
taken by Hoover is not. 

Hoover’s work was done without delay. He talked to Rowe on 
March 23, 1950, then received the assignment as Washington examiner 
on the application on or after March 28, 1950, a Tuesday, when Ber- 
gen’s report first became available in Washington. In the next 13 
days which included 2 week-ends, he made an examination which 
controverted Bergen’s findings to his satisfaction, he prepared his re- 
port and he submitted it for review and got it presented for Board 
action. 

Hoover’s report has the unqualified concurrence of Frank Prince, 
Chief of the Loan Operations Division in the Washington office of 
RFC. Why it does is not clear, since this is not usually required— 
presumably it strengthened Hoover’s affirmative findings. 

Prince served with Rowe as an official of Smaller War Plants Corpo- 
ration before that instrumentality was merged with RFC. He was 
present on March 23, 1950, when Rowe conferred with Hoover. 

At the meeting held on April 10, 1950, the Board voted to grant 
the loan. Henry Mulligan was not present at the meeting but the 
other four Directors were, and all voted affirmatively. 

Willett telephoned Rowe on April 10, 1950, presumably to advise 
him of the success of his application. 

The properties were not pledged—too great a task: 

Harrington & Richardson did not offer to pledge its physical proper- 
ties as collateral to the RFC loan. These properties were unen- 
cumbered but, quoting from Be rgen’s report: 

* * * 


owing to the widespread distribution of the class A stock and the 
reported apathy on the part of that class of stockholder, the obtaining of a two- 
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thirds assent to the pledging of fixed assets from the class A stockholders is claimed 
to be a task which would take some months of intensive effort to accomplish. 
this reason therefore, the fixed assets are not offered as collateral. 


Bergen suggested that it would not have been unreasonable for the 
applicant to have anticipated the need for the pledging of the plant 
properties. He suggested that the necessary steps to obtain the 
stockholders’ assent should have been taken ‘‘sometime ago.’’ Bergen’s 
report went on to point out that RFC might be exposed to an un- 
peers hazard if it did not insist on the pledge of the properties. 

t says: 


For 


Merely as a casual observation, it will be noted that the State and Federal 
excise and income taxes as of December 31, 1949, exceed the liquidating value 
of the fixed assets and were this Corporation to make a loan solely on inventory 
and then have the Government place a tax lien on the fixed assets, a most un- 
satisfactory situation could ensue. 

At the time the loan application was filed with RFC, 77,906 class A 
shares were outstanding and 42,723 had been reacquir ed and were he ld, 
uncanceled, in the company’s treasury. Two-thirds of the outstanding 
class A stock would be 51,938 shares. 

The company could have voted its treasury stock. This being the 
case, it seems that the practical problem of obtaining the assent of 
two-thirds of the class A shareholders consisted of lining up 9,216 out 
of 35,185 votes. The 35,185 shares were held by 307 people, but 
11,418 shares were held by only 20, a circumstance which indicates 
that the problem may not have been as serious as it was indicated. 
On May 15, 1945, when the corporate charter was amended, 61,505 
votes were cast by or on behalf of the then holders of 104,678 class A 
shares 

In any event RFC finally went along with the applicant, and with 
the Washington examiner, and waived the pledge of plant properties. 
Ordinarily it would not have done so. 

No guaranties were offered 


Another waiver of RFC’s normal requirements as to collateral had 
to do with the personal guaranties of the principal owners of the 
company. 

Bergen’s report said: 

No guaranties are offered. Personal financial statements of principals were 
requested by examiner but not furnished. It was indicated that principals were 
unwilling to guarantee any part of the loan. 

Hoover did not mention the matter of personal guaranties in his 
report although he did comment on the management people. He 
referred to C. Edward Rowe as “the driving force” and he said Rowe 
“has the assistance of Mr. Cowdrey, Jr., vice president.”” He did not 
undertake to explain his omission to deal with the subject of guar- 
anties. 

The Washington Review Committee concurred with Hoover’s ree- 
ommendation that a $300,000 2-year inventory loan should be made. 
However, the review committee conditioned its concurrence on the 
further recommendation that ‘President C. F. Cowdrey, Jr., and 
Chairman of the Board, C. E. Rowe, to guarantee in the ratios of their 
stockholdings (total approximately 75 percent.)” 

In approving the application the RFC Board went along with 
Hoover and omitted the personal-guaranty requirements. No reason 
was recorded for its election to do so. 








Ww cw cv Me ww ©. 


pr we 


h 


d 
1e 


re 
re 


‘is 
le 
ve 
ot 
r= 


en 
e. 
1€ 
hd 
ir 


on 


a 


STUDY OF RECONSTRUCTION FINANCE CORPORATION 19 


Willett and Rowe 


The subcommittee has had the opportunity to review the entries in 
Director Willett’s office records and this was the source of the infor- 
mation stated earlier in this report, that Rowe telephoned Willett the 
day the Boston examiner’s report reached Washington. 

Rowe was in relatively frequent contact with Willett during the 
entire period covered by the office records. He phoned and visited 
Willett every now and then during 1949, sometimes about the 
Waltham Watch Co. loan and sometimes about other matters. It 
seems from the entries that Willett may have proposed Rowe’s 
appointment as a trustee for Waltham Watch Co. in May of 1949 but 
Rowe declined the honor and the responsibility. 

During the period of the Harrington & Richardson loan negotiations, 
the contacts became more frequent. 


RFC LOAN TO NATIONAL UNION RADIO CORP, 


National Union Radio Corp. of Orange, N.J., is a manufacturer of 
radio, radar, and cathode ray tubes for radio sets, radar equipment, 
and television sets. Also, it is a distributor of panel lights, batteries, 
and related items. 

The corporation applied for an 8-year RFC loan of $1,750,000 on 
August 29, 1949, intending that the proceeds be used for working 
capital to the extent of about $900,000, the payment of $670,000 in 
debts and the purchase of equipment costing $180,000. 

In reporting on this applieation, the examiner for the RFC loan 
agency in New York proposed that a loan of $1,500,000 be approved 
if C. Russell F eldman, the applicant’s chairman would agree to give his 
guaranty for 60 percent of the total. No guaranties had been offered. 
The agency review and advisory committees recommended that the 
application be declined for lack of assurance that the loan could be 
repaid from earnings. 

Washington examiner James O. Hoover recommended that a loan of 
$1,400,000 be approved, substantially under the conditions outlined 
by the agency examiner. The Washington review committee recom- 
mended “decline for agency’s reasons.”’ 

On December 12, 1949, the RFC Board granted a loan of $1,400,000. 
The loan resolution required that Feldman provide a 60-percent 
guaranty as suggested by the examiners, and also that he provide a 
personal financial statement to indicate the worth of the i ranty. 
Feldman objected to the latter requirement and on March 15, 1950, 
Robert Dudley, of the firm of Goodwin, Rosenbaum, Meacham & 
Bailen, wrote to Willett expressing his hope that the Board would not 
insist. On March 16, 1950, RFC amended its resolution. Under 
the amendment Feldman’s affidavit was deeme d satisfactory evidence 
of the worth of the guaranty. 

Goodwin, Rosenbaum, Meacham & Bailen acted as advocates for 
the applicant. Their fee was set at $15,000. In addition, according 
to a letter written by Joseph H. Rosenbaum on May 29, 1950, there 
was an agreement that the firm would receive a retainer of $500 per 
month for general legal services. 

The New York Loan Agency of RFC reviewed the Rosenbaum fee 
billing in considerable detail and concluded with respect to the legal 
work of which it was aw are, that it could approve a fee of only $5,000 
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instead of the $15,000 proposed. The difference was referred to the 
RFC office in Washington for approval. It was in abeyance in Wash- 
ington for about 2 months. On December 15, 1950, Robert Dudley 
advised RFC that the loan had been repaid in full and, accordingly, 
the matter was dropped without decision. 

The subcommittee has not made a detailed study of the loan to 
National Union Radio Corp. The principal purpose of this section 
of this interim report is to present the following memorandum from 
the files of the RFC loan agency in New York. It contains a detailed 
commentary on the fee charged for its services by Goodwin, Rosen- 
baum, Meacham & Bailen, and it points out that the applicant’s other 
counsel did most of the legal work on the application of which the 
New York loan agency is aware: 


MEMORANDUM 
OcToBER 10, 1950. 
To: Messrs. J. P. Ringen and J. W. Myers. 
From: Harold E. Jacobsen. 
te: National Union Radio Corp. (Orange, N. J.). Loan No. 5931. Authorized 
amount $1,400,000; amount disbursed, $1,211,603.36. Legal fees. 

In connection with the bills for legal services in the above loan, we have examined 
and for various details of the services, refer you to the following: 

1. A bill dated June 6, 1950, of Goodwin, Rosenbaum, Meacham & Bailen, 
Washington, D. C. (hereinafter called ‘‘Washington counsel’’) in the amount of 
$15,000, forwarded with borrower’s letter to the agency dated June 29, 1950. 

2. A bill dated June 20, 1950, of Pitney, Hardin & Ward, Newark, N. J. (herein- 
after called ‘‘New Jersey counsel’’), in the amount of $900. 

3. A letter of borrower, dated August 11, 1950, advising that its Pennsylvania 
counsel, Souser & Schumacker, Philadelphia, Pa., will make no charge for their 
services rendered in connection with this loan (apparently in view of their regular 
retainer). 

4. A copy of a letter from Washington counsel to borrower, dated June 6, 1950, 
containing an itemization of the time spent by various representatives of the firm 
in the performance of their services pertaining to the loan. 

5. A letter dated July 28, 1950, addressed to borrower by Daniel O. Dechert, 
of Washington counsel, attached to which is a detailed statement of the services 
rendered by Mr. Dechert and the number of hours involved. 

6. Letter from New Jersey counsel to borrower, dated July 31, 1950, concerning 
their bill for $900. 

7. Memorandum dated August 16, 1950, of Robert W. Dudley, of Washington 
counsel, containing a brief general statement of the nature of his services and the 
time he spent in their performance, attached to which is a schedule of the dates 
on which such services were rendered and of the time spent on each such date, 

8. Memorandum dated August 16, 1950, of Stephen G. Lax, of Washington 
counsel, containing a brief general statement of the nature of his services and the 
time he spent in their performance, attached to which is a schedule of the dates 
on which such services were rendered and of the time spent on each such date. 

9. A memorandum dated August 15, 1950, with respect to services rendered 
by Joseph E. Casey, of Washington counsel. 

10. A letter from Washington counsel to this Corporation dated September 22, 
1950, containing an itemized statement of their disbursements in the amount of 
$1,573.41. It states the amount has been paid by borrower. 

The loan was authorized by resolution of the Board of Directors of this Corpora- 
tion adopted on December 12, 1949, which we received on December 23, 1949. 
The first advance of $1,211,603.36 was made on June 1, 1950. The collateral for 
the loan consists of a mortgage of real property and plant machinery and equip- 
ment in Pennsylvania, a mortgage of real property in New Jersey, and a mortgage 
of chattels in New Jersey. In addition, a guaranty of payment of the loan was 
required on one individual and lessor’s agreements were obtained from the owners 
of premises occupied by borrower in New Jersey, as lessee. No extraordinary 
legal problems arose in this loan as far as we know, except one or two title problems 
involving Pennsylvania law which we understand were effectively cleared by bor- 
rower’s Pennsylvania counsel and our Philadelphia agency counsel. The lapse 
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of time between receipt of the loar resolution and disbursement, was not the 
result of any serious legal complications with which borrower’s counsel had to 
contend. 

$900 FEE OF NEW JERSEY COUNSEL 


New Jersey counsel, as indicated in their bill, did the bulk of work necessary to 
clear up various exceptions which appeared in the title report pertaining to bor- 
rower’s real property in New Jersey, as well as the obtaining of various lessor’s 
agreements required in connection with the loan. Some of the title exceptions 
required considerable effort in their clearance and the services rendered by New 
Jersey counsel were performed in a competent and efficient manner. Considering 
the standing of New Jersey counsel (one of the leading law firms in Newark), the 
nature of the services rendered, the summary of the services set forth in the bill, 
our estimate of the time involved, the efficient manner in which they were per- 
formed and the other factors usually taken into consideration by us, it is our 
opinion that the amount requested namely $900, is reasonable. This amount 
includes incidental disbursements, not separately itemized, according to a state- 
ment in the bill. The above letter of New Jersey counsel dated July 31, 1950, 
states that the amount does not include services for any subsequent advance. 


SERVICES OF BORROWER’S PENNSYLVANIA COUNSEL 


With respect to all matters in this loan involving the law of Pennsylvania, 
borrower engaged the services of the law firm of Souser & Schumacker, Philadel- 
phia, Pa. As indicated in the aforesaid letter of borrower dated August 11, 1950, 
we understand that such counsel will make no charge for services rendered in 
connection with the loan. 


$15,000 FEE OF WASHINGTON COUNSEL 


The total time stated to have been spent in the performance of services pertain- 
ing to the loan by Washington counsel is 730 hours. In their above letter of 
June 6, this time is allocated as follows: 
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Mr. Cartenuto, a member of our legal staff who was in charge of the loan closing, 
had no dealings in this loan with any members of the firm other than Mr. Dechert, 
although Mr. Dudley did stop in to see Mr. Cartenuto for about 5 minutes on one 
occasion, accompanied by Mr. Dechert. Messrs. J. E. Flynn and Ludwig Lewis, 
examiners, reported to us that the total time spent with them by members of the 
firm other than Mr. Dechert, did not exceed 2% hours. Except for the extremely 
brief statements of the nature of their services and the time spent, we have no 
information upon which we could, in all fairness, pass upon those portions of the 
bill allocable to the services performed by Messrs. Dudley, Lax, Casey, and 
Rosenbaum. Their services involved approximately 324 hours. The only state- 
ment of Mr. Rosenbaum’s services is the general one set forth in the above-listed 
letter of June 6. The remaining three attorneys submitted their statements of 
services listed above. You will note from such statements and letter that most 
of the services rendered by these four last-named individuals, were performed in 
Washington and had to do mostly with the filing of the loan application and in 
conferring with representatives of RFC in the Washington office and with others, 
and in furnishing information with respect thereto. We believe, therefore, that 
counsel or other representatives of this Corporation in the Washington office are 
in a far better position to pass upon such phase of the services because of their 
knowledge thereof, and we recommend that copies of the relevant papers listed 
above be sent to Washington for such purpose. 
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Under the circumstances our comments on the so-called application phase of 
the services of Washington counsel, are limited to the following: As we analyze 
the statements supporting their charge various representatives of the firm (some 
partners and others, associates), other than Mr. Dechert, spent approximately 
250 hours in compiling the application, in conferences with respect thereto and in 
furnishing information requested in connection therewith. It is most difficult to 
conceive of the necessity for devoting so much time to this work. In effect, it 
amounts to more than 30 days (each of 8 hours) of continuous work. It is also 
difficult for us to understand why so much time was necessary, since we were in- 
formed by Mr. Lewis, the examiner, that all of his requests for information needed 
in connection with the processing of the application were made to and apparently 
complied with by Mr. W. H. Carey, borrower’s treasurer. As I have stated, how- 
ever, these are matters which primarily concern the Washington office. 

With respect to the services stated to have been rendered by Mr. Deehert after 
the loan was authorized, with which this office is familiar and which, a¢cording to 
his statement (referred to in his above letter of July 28) required 40634 hours, we 
again cannot understand the necessity for devoting so much time thereto, par- 
ticularly since, as indicated above, the legal problems involved in this loan were not 
particularly complicated, and any problems which did arise were, we understand, 
taken care of primarily by either New Jersey counsel or Pennsylvania counsel. 
Most of the required legal documents were drafted by Mr. Cartenuto. Washing- 
tion counsel rendered no opinion with respect to those phases of the loan involving 
New Jersey or Pennsylvania law. This left very little to be covered in the opinion 
thev did give. 

Mr. Dechert’s statement indicates that he spent a large amount of time in 
telephone calls and conferences, the need for which is not readily apparent. 
For inst ~~ with respect to the New Jersey phases of the-loan Mr. Cartenuto 
dealt with Mr. O’Brien, of borrower’s New Jersey counsel, who did the necessary 
work in ccienation the srewith. In almost every meee where a problem was 
raised and explained to borrower’s New Jersey counsel, Mr. Dechert saw fit to 
discuss the problem in its entirety with Mr. Cartenuto and apparently with bor- 
rower’s New Jersey counsel. It appears to us that this duplication was to a 
great extent unnecessary and did not:serve any useful purpose. In fact, it may 
have had a delaying effect because of the time hee rn in going over with Mr. 
Dechert matters which had been discussed with borrower’s New Jersey counsel. 
While the Pennsylvania phases of this loan were handled in our behalf by our 
Philadelphia agency counsel, Mr. Frantz, I understand that Mr. Dechert followed 
the same procedure there as he did in New Jersey. We believe that most of the 
telephone calls and conferences enumerated in Mr. Dechert’s statement were 
devoted to efforts to expedite the closing of the loan, all of which are commendable, 
whether or not necessary, but in and of themselves they did not, to any great 
extent, speed up the clearance of the various problems involved nor the preparation 
of the closing documents. More important, they are not of such nature that will 
support as reasonable a substantial fee based primarily on additional time spent 
in these pursuits. We are not saying that Washington counsel should not be 
paid for services of this nature rendered by Mr. Dechert, or any other of their 
representatives, but time so spent does not have the value of time devoted to 
strictly legal service. 

Another item on page 11 of Mr. Dechert’s statement should be noted. After 
setting forth in the first 10 pages thereof what seems to be a minutely detailed 
record in diary form of all conferences, telephone or otherwise, and of other tele- 
phone calls and the dates and amount ‘of time spent on each item, on page 11 he 
lumps together, in one item of 125 hours, services described as “‘receiving telephone 
calls’ and “unallocated time spent in conferences, study of files and study of law.” 

Allowing 8 hours for each day, which we believe is a generous average work day 
for an attorney, Mr. Dechert apparently spent about 51 days in the performance of 
his services. From the date Mr. Dechert came into the picture, namely, December 
16, 1949, to the date of disbursement of the loan, June 1, 1950, there were only 
approximately 110 business days. It would appear, therefore, that Mr. Dechert 
devoted almost half of his working time to this particular loan. Considering the 
problems involved in the loan, the fact that the clearance of most of such problems 
was handled by borrower’s New Jersey and Pennsylvania counsel and allowi ing 
for a general supervision of all the legal work of other counsel for borrower, it is 
our opinion that Mr. Dechert devoted much more time to the performance of the 
services than was warranted by the need therefor and the results achieved. 

Considering the $15,000 fee as a whole and the 730 hours involved, the charge on 
an hourly basis is approximately $20 an hour. On such basis the fee may not 
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generally seem excessive, particularly where the services are performed by part- 
ners or senior attorneys of the firm. However, an hourly charge is only one of the 
criteria to be considered. The above-mentioned letter of Washington counsel 
dated June 6 stated that their usual hourly charge is $35 and that on such basis 
the fee would be $25,500. Since the total amount of time involved is, in our 
opinion, not shown to be reasonably necessary under all the circumstances, we 
cannot conclude that $20 an hour is a reasonable charge for the services in question 
and thus cannot approve the fee charged on such a basis. 

The location of the property required to be mortgaged in this loan made it 
necessary for borrower to retain counsel in different jurisdictions, in addition to 
borrower’s Washington counsel, who represented it generally in this loan. 
Obviously, to the extent that adequate services are rendered by other counsel, a 
borrower’s general counsel is not justified in charging for a duplication of the 
services performed by such other counsel. We believe that much of the time in 
fact spent by Washington counsel overlaps services efficiently performed by 
borrower’s other counsel. In a similar manner four attorneys in the office of 
borrower’s counsel worked on the application phase of the loan. This would 
seem to involve necessarily a certain amount of overlapping of services. 

It may well be, as is the case here, that borrower does not object to any of the 
charges of its several counsel but this has only a slight bearing on the point at 
issue, namely whether RFC determines that the charges are reasonable. We do 
not doubt in the slightest the statement of the number of hours spent by counsel 
but feel that where the time appears excessive, it relates to the efficiency of the 
services performed and consequently does have a bearing upon the amount of a 
reasonable fee. What services were rendered by Mr. Dechert, as far as we can 
determine from personal contact, were competently performed. 

Based upon the above-mentioned statements of services rendered by Mr. 
Dechert and other representatives of his firm in connection with the legal require- 
ments for closing the loan, the nature of such services, the time spent by him and 
others in rendering them, the legal work required of Washington counsel in con- 
nection with the closing, the amount of the loan, the reputation and standing of 
the firm among the bar in Washington, D. C., the generally competent manner in 
which the services were performed, and other usual factors, in our opinion a fee of 
$5,000 for that part of the services of Washington counsel rendered by Mr. Dechert 
would be a generous one under the circumstances. To such amount as may be 
approved with respect to the services rendered by Mr. Dechert, there should, of 
course, be added whatever amount may be determined as reasonable for the serv- 
ices stated to have been rendered by the representatives of Washington counsel 
other than Mr. Dechert. We assume that you will refer to the Washington office 
for determination, the reasonableness of the remaining portion ($10,000) of the 
total fee of $15,000 charged. 


DISBURSEMENTS BY WASHINGTON COUNSEI!I 


Disbursements made by Washington counsel in connection with the loan ag- 
gregated $1,573.41 as reported in their above letter of Septem! 
letter also states that such disbursements have been paid by 
as indicated above, we believe that many of the long-distance 





and approved by borrower. Since borrower, whose place of business is near Ne' 
York City (Orange, N. J.), found it desirable to retain counsel whose princips 
office is in Washington, D. C., it must necessarily expect to pay substantial dis- 
bursements caused by travel between Washington, New York City, Orange, N. J., 
and borrower’s place of business in Pennsylvania. Based upon the disbursements 
listed in said letter and the circumstances involved in this loan, we cannot say that 
the total amount is unreasonable. 
(S] H. E. J., 
Haroutp E. Jacorsen, Agency Counsel. 


SALE OF FACILITIES OF AIREON MANUFACTURING CORP. 


On January 23, 1947, by action of its executive committee, the 
RFC lent $1,500,000 (75 percent of a participation loan of $2,000,000) 
to the Aireon Manufacturing Corp. of Kansas City, Kans., a manu- 
facturer of juke boxes. Board approval followed. Because of 
questionable repayment prospects, the loan bordered on abuse of the 
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Corporation’s authority and it was criticized in the audit report of 
the Comptroller oan of the United States covering the 2-year 
period ended June 1947. Only 8 months or so after the loan 
had been made, hy oe was bankrupt, and eventually RFC 
became the owner of the assets which had been pledged to secure 
repavment. 

After the Korean conflict broke out in the summer of 1950, consider- 
able interest in the Aireon facilities began to be displayed by pro- 
spective purchasers, and the time seemed right for their sale. RFC 
first received offers to dispose of them by negotiated sale. It was then 
decided that the properties should be advertised for sale to the highest 
bidder on a sealed-bid basis. However, the manager of the Kansas 
City agency contended that the sale should be by negotiation, and 
the RFC changed its plans a second time. This apparent indecision 
brought sharp criticism from Senator Hubert Humphrey, who wrote 
on behalf of a prospective purchaser from Minnesota on August 23, 
1950. The Senator complained specifically that— 
the procedure followed to date is surely not a businesslike one and can lead to all 
sorts of conclusions in the minds of people who have suffered because of the 
procrastination, delay, and inconsistency. 

The final decision to sell by negotiation was made because of tech- 
nical difficulties which might interfere with the effectiveness of any 
offer to sell on sealed bids. The Aireon facilities stand on land leased 
from the city of Kansas City, Kans. The plant itself is owned by 
the land-lessee, a corporation, which had leased it first to Aireon, and 
then by succession and assignment to the RFC. The lease on the 
plant contains a scale of rentals which is seriously outdated and would 
be disadvantageous to the lessor at present-day price levels. This 
circumstance interfered with secondary assignment of the lease and 
threatened to precipitate litigation if attempts were made to con- 
summate a sale not wholly satisfactory to the lessor. In the face of 
this complication the RFC finally decided that a negotiated sale 
would be preferable to a sale on sealed bids. The Corporation has 
the authority to make such an election. 

On September 25, 1950, the subcommittee learned that RFC was 
about to consummate sale of the Aireon properties to the Starrett 
Television Corp., a corporation owned by one Jacob Freidus and his 
wife, Claire F. Freidus. Freidus and his father-in-law, Sam Aaron, 
were under indictment for income-tax evasion. ‘The indictment 
charged that taxes totaling about $218,000 were evaded, for the years 
1942 and 1943. It appears that Freidus and Aaron, doing business 
as Aaron Machinery Co., had purchased and sold equipment in 1942 
and 1943 at black-market prices in violation of the criminal provisions 
of OPA regulations. They willfully failed to record these transactions 
in their accounts and to pay taxes on the profits. The case had been 
set for trial in February 1951 in the United States District Court for 
the Southern District of New York. 

Learning this, the subcommittee made inquiries about RFC’s 
intention regarding completion of the sale. The inquiries precipitated 
postponement of the closing of the transaction, and the Board of 
Directors undertook to reconsider the matter. 
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Immediately after the subcommittee had begun to question the 
propriety of the transaction the RFC Investigations Division and an 
RFC auditor made inquiries and issued the following report: 


OcToBER 5, 1950. 
Memorandum to the Board. 
Re Aireon Manufacturing Corp. 

By Secretary’s letter dated September 1, 1950, the Kansas City agency was 
advised of the terms and conditions which the RFC Board of Directors imposed in 
connection with the sale for $700,000 of the property acquired from the captioned 
concern to a corporation to be formed by Starrett Television Corp. 

The more pertinent of these conditions are (a) the injection of $200,000 in 
working capita! into the corporation to be formed; (b) a cash down payment of 
$100,000; (c) the balance secured by mortgage and assignment of lease; (e) the 
unpaid portion unconditionally guaranteed by Starrett Television Corp.; (f) 
agency counsel’s opinion as to (1) whether the guaranty executed by Starrett 
Television Corp. is a valid and binding obligation, and (2) whether the purchasing 
corporation had been legally formed and the obligations undertaken by it were 
valid and binding; and (m) the financial condition of the purchaser must be 
satisfactory to the agency. 

In connection with the proposed offer to buy, Starrett Television Corp., the 
guarantor, on August 2, 1950, submitted a financial statement as of February 28, 
1950, signed by Mitchell Fein, former vice president, under date of May 4, 1950, 
which reflected total assets of $659,145.19; total liabilities of $209,725.18; capital 
stock of $340,000; and surplus of $109,420.01. Further representations made 
by the purchasing company and guarantor, through its principals, are as follows: 
By letter dated July 26, 1950, Larry Knohl, vice president of Starrett Television 
Corp. and proposed president of the recently formed Aireon-Starrett, Inc., stated 
that Starrett Realty Corp., having substantial assets, was a subsidiary of Starrett 
Television Corp.; that at least $200,000 would be made available in operating 
capital for the new enterprise, in addition to the down payment. By corre- 
spondence dated August 2, 1950, Mr. Knohi further represented to RFC that 
$200,000 had been added to the capital structure of Starrett Television Corp. 
since its last financial statement, making its net worth approximately $650,000; 
that Starrett Television Corp. proposed to spend $350,000 in Aireon-Starrett, 
Inc., formed to operate the new venture, and that this expenditure would not 
deplete the assets of Starrett Television Corp., the bidder and guarantor. 

-rior to the consummation of the sale, or its final approval by the Kansas City 
Agency, investigation disclosed that Jacob Freidus, who, with his wife, is the 
sole owner of the stock of Starrett Television Corp. was under indictment in the 
United States District Court for the Southern District of New York, charged 
with tax frauds aggregating nearly a quarter of a million dollars; that Department 
of Justice officials in charge of this prosecution reported they had a very sub- 
stantial case against Freidus; that Larry Knobl, vice president of Starrett Tele- 
vision Corp. and proposed president of the New Aireon-Starrett, Inc., had a 
criminal record, having served from 15 months to 2 years in the United States 
Penitentiary at Lewisburg for bankruptcy violations; and that Murray Daniels, 
former president of Starrett Television Corp. had a criminal record also. 

Investigation further disclosed that representations made to the RFC by 
Starrett Television Corp. and its principals were not in accord with the facts 

(1) With respect to the financial statement of February 28, 1950, examination 
of the books and records of the guarantor by representatives of the Investigation 
and Audit Divisions disclosed that, although this financia] statement submitted 
to RFC set forth under “Surplus” the amount of $109,420 01, actually a book 
deficit of approximately $191,000 existed as of that date, and that this ‘‘Surplus”’ 
was created by capitalizing ‘‘Loans payable’ in the approximate amount of $300,- 
000. These loans payable for the most part, represent advances made by Jacob 
Freidus from other corporations under his control. 

(2) The financial statement of February 28, 1950, listed $340,000 in capital 
stock, $200 representing 200 shares of common stock and $339,800 representing 
200 shares of preferred stock. Although the books of the corporation reflect the 
issuance of the stock as set forth in the financial statement, the corporation’s 
stock-certificate books show no issuance of preferred stock, and correspondence in 
the corporation’s files reflects that the secretary of state of New York has not, to 
date, approved such issuance, which fact was confirmed at said office. 
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(3) (a) The statement of Mr. Larry Knohl made in letter to the RFC dated 
August 2, 1950, to the effect that $200,000 had been added to the capital structure 
of Starrett Television Corp. since its last financial statement, making its net worth 
approximately $650,000, also appears to be contrary to the facts. The Starrett 
records as of this approximate date do reflect that additional advances had been 
made to the corporation, but these advances are recorded as a liability under 
“Loans payable” to Jacob Freidus and Claire Freidus. 

(b) The statement of Larry Knohl in letter dated July 26, 1950, to RFC, to 
the effect that the Starrett Realty Corp. was a subsidiary of Starrett Television 
Corp., on the basis of Starrett Television Corp.’s records also appears, to be a 
misstatement. 

(4) With respect to the statements of Mr. Knohl as set forth in his letter of 
August 2, 1950, to the RFC, to the effect that Starrett Television Corp. proposed 
to spend $350,000 in Aireon-Starrett, Inc., which expenditure would not deplete 
the assets of Starrett Television Corp., bidder and guarantor, it should be noted 
that, upon interview of Jacob Freidus in New York on October 2, 1950, he advised 
that no money had been advanced to Aireon-Starrett, Inc., as yet; that he con- 
sidered RFC’s condition that $200,000 in addition to the down payment be in- 
jected into this new corporation unreasonable; and that he had not definitely 
made up his mind, but believed they would operate the Aireon facilities as a 
division of Starrett Television Corp. 

(5) It is the conclusion of the auditors and investigators, based upon their 
examination and analysis of the books and records of the Starrett Television 
Corp., that sustained losses have occurred throughout its operation; that at the 
present time it is insolvent and that its continued operation, or the operation of 
Aireon-Starrett, Inc., is wholly dependent upon Mr. Freidus’ ability and willing- 
ness to supply the necessary funds. 


OPINION 


Based upon the foregoing, it is the undersigned’s opinion that even though 
Starrett Television Corp., may be able to comply with the conditions of the sale, 
which there is reason to doubt, the Reconstruction Finance Corporation may 
rescind its action taken on August 31st, as contained in Mr. Nielson’s memorandum 
of September 1, 1950, without incurring the possibility of being answerable in 
damages to the purchaser. 

James L. Doucuerty, General Counsel. 


It is difficult to understand how the RFC permitted itself to be 
placed in such a position, particularly since a routine Dun & Brad- 
street report would have shown the background of Freidus and Aaron 
and the fact that they were then under indictment on the tax-evasion 
charges. 

The following quotations from the office records of Director Walter 
L. Dunham may supply the answer in part. Mr. Leo B. Parker, who 
is mentioned in these excerpts, is the attorney who represented the 
Starrett Television Corp. in the negotiations with RFC: 


Wednesday, July 12, 1950.—Mr. Bill Boyle’s office telephoned. Made appoint- 
meat for Mr. Leo B. Parker, of Parker & Knipmeyer, attorneys, Kansas City, 
Mo., to see Mr. Dunham at 3 o’clock. Talked with Mr. Dunham re Preferred 
Accident. 

Friday, July 14, 1950.—Mr. Leo B. Parker, of Kansas City, again called on 
Mr. Dunham at the suggestion of Mr. Bill Boyle. 

Tuesday, July 25, 1950.—Mr. Leo B. Parker telephoned from Kansas City re 
purchase of Aireon plant. Said he had talked with Mr. Jobes but could not get 
sufficient information from him. Mr. Parker said his party would be prepared 
to meet every requirement; will offer $500,000 for the plant, with $50,000 down, 
the balance to be amortized over a period of 15 years. Interested party also 
prepared to put an additional $250,000 into the business for working capital. 
Mr. Dunham stated to Mr. Parker that the RFC has had several offers for this 
plant and in most cases the down payment was much larger than $50,000. 
Furthermore, the deal has to be handled in the full light of publicity , so, suggested 
to Mr. Parker that he discuss the matter at length with Mr. Jobes, so that he 
could get an idea of just what has taken place up to the present time. Mr. 
Dunham said we would, of course, have to wait until all the offers are in before 
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anything could be done and we would also have to consult the National Security 
Resources Board before disposing of any plant. 

Thursday, July 27, 1950.—Mr. Leo Parker telephoned from St. Louis. Said 
he had talked further with Mr. Jobes re Aireon Plant. Mr. Jobes suggested he 
submit a bid in writing, as RFC will consider all bids on Monday. Mr. Parker 
stated his people are now prepared to offer $600,000—$100,000 down and the 
balance amortized over a period of 10 years at 4 percent. Mr. Dunham said this 
sounded reasonable to him—thinks they now have a chance. Suggested to 
Mr. Parker that he submit his bid immediately. 

Monday, July 31, 1950.—Mr. Leo Parker, of Kansas City, came in to see Mr. 
Dunham. Mr. Dunham called Tom Williams and asked him to see Mr. Parker, 
which he did. 


Monday, July 31, 1950.—Mr. Tom Williams phoned Mr. Dunham re his talk 
with Mr. Parker. 

Thursday, August 31, 1950.—Mr. Leo Parker called with regard to Board 
action on Aireon Manufacturing Co. Mr. Dunham told him this had been 
deferred at the Board meeting this morning but that they were holding a special 
meeting today at 3 for action. 

Thursday, August 31, 1950.—Mr. Leo Parker called with regard to Board action 
on Aireon Manufacturing. Mr. Dunham said that the sale price of $700,000 
had been acceptable to the Board. 


Only two prospective purchasers were in the running when negotia- 
tions for sale of the Aireon facilities entered their final stages. Starrett 
was one of them, and the New England Industries, Inc., was the other. 
Dun & Bradstreet reports had been requested and obtained on New 
England, but none were requested on Starrett. From this, it would 
seem that Parker’s introduction to Dunham by the Democratic 
National Committee may have been deemed a sufficient warranty of 
the character and financial responsibility of his principal. It would 
seem also from this fact, and from the details reported in his office 
records, that Dunham was concerned directly with negotiations of the 
deal notwithstanding the fact that the necessary details were not at his 
disposal and the further fact that this responsibilit; y had been de ‘le ‘gated 
to David H. Powell, manager of the Kansas City Loan Agency 

Selection of Starrett as ‘the successful bidder has another unusual 
aspect. Powell wrote to Washington on August 28, 1950, saying: 

It is my firm opinion that the offer of Starrett Television Corp. * * * 
should be approved. This offer, in the amount of $630,000 is the most favorable 
offer we have received, and I think the sale should be consummated immediately 
unless a better offer has been received by August 31. 

However, this was not his final opinion for on August 29, 1950, the 
next day, Powell sent Washington a telegram which said: 

Recommend offer of New England Industries to purchase assets Aireon Manu- 
facturing Corp. in the amount of $770,000 in accordance with our telephone 
conversation with you and Mr. Schumer attorney be accepted. 

This was the agency’s latest recommendation. Washington 
Examiner W. P. Watson compared the offers in some detail and con- 
cluded on August 31, 1950 


that the offer of Starrett Television Corp. is preferable and, therefore, is bei 


ng 
recommended for acceptance. 


The Washington review committee concurred in Watson’s recom- 
mendation— 
except that the sales price shall be $700,000. 

The deal was approved by the Board on this basis, and accepted 
by Starrett. This seems on its face to be an inconclusive way to 
terminate negotiations seeking a sale on the most favorable terms 
obtainable. 
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On October 6, 1950, RFC Director Gunderson said that attempts 
were being made to persuade Starrett to release RFC from its commit- 
ment without the nec essity for defending itself in litigation alleging 
breach of contract. He didn’t know what RFC would do if Starrett 
refused to be persuaded. 

Apparently no action has been taken to date against Starrett and 
its principals on the ground that misrepresentations were made in their 
proposal to buy the facilities. Under section 11 (a) of the RFC Act, 
specific penalties are provided for anyone who makes a false statement 
‘for the purpose of influencing in any way the action of the Cor- 
en orf 

On November 3, 1950, the new Board of Directors rescinded the 
action which its predecessor had taken in approving the sale. Freidus 
and Aaron were sentenced to prison a few days later. 

On December 7, 1950, the Marketing and Liquidation Division of 
RFC recommended that the Aireon facilities be reoffered for sale on 
a sealed-bid basis. It is the function of this division to conduct such 
sales. However, on December 15, Aaron Krock & Co., auctioneers, 
submitted a proposal that they be employed to conduct a public sale, 
and this offer was accepted by the Board of Directors on December 19, 
1950, on the recommendation of Vice Chairman C. Edward Rowe. 
Rowe knew of the auctioneers. They are located in Worcester, Mass., 
which is also the site of Rowe’s business enterprise, the Harrington & 
Richardson Arms Co. 

If Aaron Krock & Co. are successful in disposing of the properties 
they will be paid a commission equal to 5 percent of the sales price. 
They will also receive reimbursement of all advertising expenses, 
estimated at not to exceed $8,000. If no sale is made at the offering 
to be held on January 29, 30, and 31, the auctioneer is to be reimbursed 
for out-of-pocket expenses estimated at about $5,000. RFC has 
authority to make such arrangements as these but it has used this 
authority heretofore only in unusual cases involving relatively small 
amounts of money. 

Among the prospective purchasers whose inquiries were forwarded 
to Aaron Krock & Co. by RFC were the New England Industries, 
Inc., the unsuccessful bidder in the previous offering, and Edward 
Krock, who inquired on behalf of Edward Krock Industries, Inc., of 
Worcester, Mass. Edward Krock is said to be the brother of Aaron 
Krock. 

O 
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Mr. SparKMAN, from the Select Committee on Small Business, 
submitted the following 


REPORT 


Thousands of small manufacturing establishments are today facing 
extinction. 

The reason is clear. Materials are the oxygen of production. But 
the flow of many essential materials to small plants has been all but 
choked off. 

The Senate Select Committee on Small Business considered this 
situation serious enough to warrant holding hearings. This was done 
from January 18 through January 26. To the hearings there were 
invited the Nation’s top industrial mobilization planners, those in 
charge of the day-to-day operation involved in increasing our produc- 
tion of arms, the primary producers of materials, the fabricators of 
materials, and, finally, the small-business users of these scarce 
materials, 

The chief purpose of these hearings was to call official and public 
attention to the deep damage which the lack of essential materials 
has inflicted upon a sizable percentage of our small producing units. 
Confirmation of this purpose was never in question. The weight of 
evidence by witnesses demonstrated beyond rebuttal that small 
business was once again being left at the post in a war production race 
upon the outcome of which rests nothing less than our national exist- 
ence. Thus, for the second time in 10 years, small enterprise has 
become a home front casualty at the very time when the instinct for 
survival demands the full and shrewd employment of our entire 
productive system. 

While it is true that the unwholesome, if not desperate position in 
which small operators find themselves today has resulted in part from 
faulty mobilization planning, it must be conceded that recent eco- 
nomic conditious tended to stack the cards against au early integra- 
tion of small plants in the mobilization program. The high rate of 
industrial activity during the past 3 years chewed up vast amounts 
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of metal and created spot shortages even before Korea. Some small- 
business men have informed the committee that they have had to 
patronize the steel gray market ever since the close of World War II. 
A major cause of the shortage of materials for small plants has been 
that the already high rate of production of the industrial giants kept 
increasing even after the outbreak of war in Korea. No more than 

few random figures are needed to confirm this condition. In 1950, 
more homes were constructed (1,400,000); more automobiles manu- 
factured (8,000,000); more radios and television sets produced (22,- 
400,000) ; and more refrigerators and vacuum cleaners sold (20,000,000) 
than in any previous year of our history. 

The Administrator of the National Production Authority, Mr. W. 
H. Harrison, emphasized this circumstance in his testimony before 
the committee as follows: 

* * * You know it is an intriguing thing: never has the American economy 
proceeded at such a rapid pace as it has in the last 6 to 9 months of 1950. I 
think it is a fair general characterization to make * * * that we were chew- 
ing materials and metals up at a faster rate than we were producing them, and 
regretfully that thing could not have continued because we had depleted our in- 
ventories, had depleted our pipelines. It became dreadfully expensive to do 
business because of that depletion. Yes; we have no inventories and no pipe- 
lines. 

The material shortage squeeze was further tightened when a slum- 
bering Munitions Board stirred tardily to increase stockpile holdings 
which should have been augmented at a gradual rate since 1947. 
The imposition upon this situation of hastily calculated and con- 
stantly revised military requirements for matériel added the final 
touch needed to complete the disadvantages of small-business men 
in the materials market. 

In addition to this major material problem, several other compelling 
factors influenced the Senate Select Committee on Small Business to 
hold hearings. In the first instance, there was the general sense of 
bewilderment among businessmen and Government officials alike over 
the patchwork quilt pattern which the mobilization program had 
assumed throughout the summer and fall. On the production front, 
small- and medium-sized concerns were being rocked by a series of 
National Production Authority M-orders, and the relatively few 
who were fortunate enough to get a Government contract found that, 
often as not, their DO priority rating for materials amounted to little 
more than a hunting license. At the same time, more than a few 
large suppliers of basic materials were finding in the defens: priority 
mechanism a blanket alibi to shuffle the orders of their smaller 
accounts to the bottom of the pile. 

To acknowledge the inevitability of a certain amount of confusion 
and dislocation in any war mobilization program should not lessen 
efforts to hold disarrangements to a minimum. Almost to a man, the 
hundreds of businessmen who have visited or written to the Small 
Business Committee in recent months have complained about their 
inability to grasp the broader aspects of the production program. 

It is evident to your committee that NPA has been unsuccessful in 
its effort to get its program across to the business community. Over 
and over, witnesses told the committee: “NPA sentences our business 
to death, but won’t tell us why.” Your committee is convinced that 
much of the bitterness that exists among manufacturers across the 


country would be lessened if NPA made a greater effort to inform them 
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of the reasons for the various restrictions and | prohibitions. The 
mechanical issuance of regulations and press releases has been adequate 
for basic informational purposes, but that r presents the mere mini- 
mum of promotional effort. It is in the equally important phase of 
creating a national attitude of understanding, and thus of program 
acceptance, that vour committee feels NPA has shown a lack of both 
energy and imagination. This, ears is a normal tendency of a 
predominantly data-assembling ageney when suddenly confronted 
with a fast-moving, ope ‘rating progr: um of national scope. 

Typical of the Department’s insensitiveness to this important phase 
of its mobilization responsibilities has been its unw anata to take 
advantage of the 44 business mobilization conferences held by your 
committee throughout the country. These meetings, attended by 
more than 40,000 businessmen, present an exceptional opportunity 
to “‘explain’”’ Washington to Main Street. While the Department of 
Defense, the General Services Administration, and the Reconstruction 
Finance Corporation underscored the importance of these meetings 
by sending high-ranking and exceedingly able officials from Washing- 
ton to these clinics, repeated requests to Secretary of Commerce 
Sawyer to assign equally knowledgeable personne! from his Depart- 
ment were met with repeated refusals. Instead, completely unin- 
formed regional and district office employees of the Department of 
Commerce failed to explain to the gathered businessmen even the 
most elementary aspects of NPA’s program. This attitude of NPA 
is responsible for much of the confusion and misunderstanding which 
exists in the American business community today. 

NPA’s excuse for the prevalent none nfore ement of NPA industry 
regulations already issued has been that ‘‘we are a new staff, just 
under way since October.”’ The committee feels 5 although new 
and understaffed, NPA has taken little advantage of World wat iT 
experience. NPA personnel at the committee “ arings adi mitts da 
lack of knowledge and experience of the broad over-all problems of 
World War II mobilization techniques. World War LI is fully docu- 
mented, with complete histories of the War Production Board, and 
other wartime agencies, providing ready reference and know-how for 
escaping mobilization pitfalls. Few references seem to have been 
made by NPA to this material. This lack of familiarity with the 
recent experiences of World War II has already led to some of the 
same errors made in the early days of the last war. The Copper 
Division of NPA, for instance, is aware that the confusion among the 
users of copper is due to a hastily and poorly drafted Copper Order 
M-—12 and amendments, limiting the use of 300 brass mill products— 
covering many items containing copper—after April 30 even if th 
have been fabricated and are in the possession of the end users of the 
product, primarily builders. The copper order will virtually stop all 
building in the United States on May 1, according to the testimony 
of William J. Levitt, a well-known builder. During World War I, 
when a similar order banning the use of such a product, even though 
in possession of a builder, was put into effect, a big builder in Virginia 
sold his surplus inventories to Mexico. It was the thought that we 
had learned a lesson from such blunders as these. 

Both in general fields and in specifie commodities, your committee 
feels that an early and realistic reappraisal of military and stockpile 
requirements must be undertaken at once. It seems evident 1 
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many of the plans now in operation were formulated back in the 
“10 percent mobilization’? months before the Chinese Communists 
crossed the Yalu River. For that reason, perhaps even more stringent 
regulations will have to be issued. On the other hand, some of the 
requirements appear to be already unnecessarily restrictive and oner- 
ous and, perhaps, can be lightened for several months until the stream 
of contracts reaches floodtide. Government officials testifying before 
your committee told of the necessary time lag resulting from a proper 
phasing of defense awards. If such is the case, and there seems no 
reason for doubt, it appears that there should be a comparable lag in 
the imposition of harsh controls. 

An example which came to the attention of your committee was in 
the field of rubber, where the synthetic GR-S and plastics-molding 
compounds are locked in a struggle for benzene supplies. All of the 
testimony given at the hearings indicated that a slight cut in the 
synthetic rubber program for a short period of several months will 
suffice to keep an important industry in operation. While the Small 
Business Committee has not had an opportunity to examine all 
aspects of this problem, it now appears that the recommendation of 
the injection molders’ committee on national security with reference 
to the adjustment of the synthetic rubber timetable is a sound one 
and an example of the sort of action which can be taken at this time 
to protect small business in many lines of endeavor. 

Another example might be the aluminum fabrication industry. 
By the so-called death sentence order of NPA, some 14,000 aluminum 
fabricators are going to be forced to go out of their present business. 
Figures were presented to the committee indicating that there would 
be sufficient aluminum left over after the stockpiling and military 
programs to permit limited civilian production. Certainly it would 
be folly to shut up these plants now and then discover at the end of 
the summer that there is an excess of aluminum. Once closed, these 
plants will be brought back to life with great difficulty, and every 
safeguard should be taken to make certain that it is necessary to 
sacrifice them. 

In his testimony before your committee, Charles E. Wilson admitted 
quite frankly that much of the action which has been taken to date has 
been based on “‘guesses’’ and that definite requirement figures were not 
available until the middle of January 1951. Therefore, we can only 
conclude that all of the steps taken to date must be reexamined in the 
light of new conditions and new requirements. In addition, it is 
urged that, throughout this reappraisal, the needs of small business 
be realistically considered and weighed. 

Your committee was particularly impressed by the testimony indi- 
cating a lack of coordination between the Department of Defense and 
the National Production Authority. Certainly, there should be much 
closer integration between military requirements and the time of 
cut-back orders of NPA. Every effort should be made to shorten 
this gap that can prove so fatal to small business. 

Perhaps the greatest single disillusion shared by small manufacturers 
is the absence of a sufficient volume of war contracts to take up the 
slack created by material shortages and curtailed civilian production. 
Charles E. Wilson, Director of the Office of Defense Mobilization, 
stated before the committee to this effect as follows: 


In any accelerated defense program there is, unfortunately, a time lag in some 
instances between the curtailment of civilian production and conversion to defense 
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production. In an already tight economy, stockpiling and production for defense 


must have first call on materials needed to combat the threat of foreign aggression. 
To assure our military requirements, it is necessary to curtail the use of scarce 
materials and provide a system of priorities and allocations. An unfortunate 
result of this in the early stages is hardship to some individuals. On an over-all 
basis, hardship cases decrease with the increase of defense contracts at work in 
the economy. We are particularly aware of this problem and are moving as 
promptly as possible so that dislocations may be held to a minimum. 

These “displaced’”’ small enterprises have approached this committee 
in droves, their brief cases bulging with lists of plant equipment, 
statements of financial condition, and descriptions of products capable 
of manufacture. To a man they want work. 

Instance: Brass musical instrument manufacturers know that the 
military will buy in the neighborhood of $10,000,000 worth of band 
instruments this year, yet they can’t obtain brass. 

Instance: Some 70 percent of the jewelry manufacturers converted 
either as prime or subcontractors to war work in World War IJ. The 
industry, a compact, skilled one, is ready and willing to participate 
in the war production program. Defense orders in a helpful volume 
have not been forthcoming. 

Instance: An iron works, with complete machine shop and forge 
shop facilities, which in World War Il produced Navy pontons, 
landing mats, truck parts, winches, davits, and various weldments, 
has not been able to get a war contract after months of intensive 
effort. 

To date, NPA and the military procurement officers have not 
succeeded in developing a policy and mechanism which will help to 
bridge the gulf between civilian production cut-back and a fully 
accelerated rate of defense buying. Until this does take place, valu- 
able small facilities will continue to fall into disuse, many even to 
disappear from the scene altogether. The result of this lack of 
procurement planning may very well be a serious shortage of sub- 
contracting facilities when they are most needed. Your committee 
can see little excuse for the slowness of the procuring agencies in 
recognizing and acting on a positive program of planning procurements, 
the crying need for which is so clearly to be seen in the plight of 
jewelry manufacturers and other groups similarly situated. 

It is also a matter of grave concern to your committee that the 
present DO system seems to be inadequate to assure delivery of 
materials to bidders promptly enough to guarantee meeting the 
military’s timetable. Although all the committee’s witnesses agreed 
that, while it was patriotic to reduce inventories, many of them pointed 
out that the Af could not successfully bid on defense orders, since the 
period between award and delivery dates was not sufficient for them to 
obtain steel or other necessary base materials, to say nothing of the 
time required for fabrication. And, whereas Governme nt contract 
call for delivery in from 45 to 90 days, steel mills require 120 days le ad 
time on DO orders. 

From all of the foregoing, it appears absolutely clear to your 
committee that the present system of controls is not sufficient unto the 
demands of the situation. While the NPA has been naturally and 
properly hesitant about risking a recurrence of the flaws of the 
earlier World War II priority system, their caution may have per 
mitted abuses and dislocations equally injurious/to our 
system, although resulting in less deafe ning public oi 
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The Small Business Committee feels well justified by the facts in 
calling for a completely controlled material allocation plan at the 
earliest possible moment. We are convinced that a large segment of 
American small business is in imminent danger of bankruptcy through 
the shortages of basic materials and that no other course is open for us. 
In his opening statement to your committee, Mr. Wilson said, ‘‘T hate 
controls. All my life I have hated them. However, I believe we 
must have them.” The Small Business Committee expresses its 
wholehearted agreement with both of those premises. 

Administrative officials responsible for the defense effort have 
indicated their plans call for an imposition of a controlled-materials 
plan as soon as a staff may de assembled and data gathered. None- 
theless, it seems apparent from the testimony developed at the hear- 
ings that the progress made along these lines is disappointing and 
faltering. It is also obvious that more and more individual directives 
must be issued to provide for essential civilian supplies, each of which 
further compromises the present “DO or nothing’? system. As an 
example, rubber-heel manufacturers throughout the Nation have been 
assured of a sufficient amount of rubber to supply the shoe industry, 
but continued production of new shoes and repair of old ones is 
threatened, because each rubber heel requires some 8 to 13 steel 
washers and the relatively minute quantity of steel required for those 
washers has not been available to the two firms manufacturing them. 
Both of those firms testified that, quite literally, “for want of a nail 
a shoe may be lost.”’ 

One extremely important qualification, however, must be added to 
our endorsement of a controlled-materials plan. While it has been 
praised as a panacea for all the ills of the small fabricator, it is quite 
obvious that the rope which is a life line for some, will become a noose 
for others. Unless all segments of an industry, large and small, can 
participate equally in the formulation of controls, the end result 
may well be fatal for the small user of a commodity, leaving the 
larger producer or fabricator relatively unscathed. 

Several of our witnesses testified that they survived through the 
past several years only by paying premium prices for steel or for other 
basic materials in short supply. With the imposition of over-all 
controls, such resort to the “gray market’’ will certainly be punished 
by strict penalties, but the necessity for such action will remain so 
long as the small or new processors cannot receive adequate supplies 
through the normal channels of trade and so long as defense contracts 
and subcontracts have not filtered down to the smaller units of 
production. 

For these reasons, the Small Business Committee recommends that 
the Defense Production Authority immediately accelerate its planning 
for total controls in the materials field. At the same time, we feel 
that the Congress should be assured that small business is being 
given more than lip service and more than token representation in 
this planning endeavor. 

In addition to exploring the position of small business with reference 
to the maldistribution of available materials, the committee feels the 
hearings served the purpose of directing much-needed attention on 
the general place of small plants in the defense picture. It is clear 
that there are large areas in this picture which require remedial 
consideration. In the sphere of attitude, as well as in the sphere of 
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action, small concerns are still operating at a measurable disadvantage. 
There is for the most part, to be sure, no dearth of lip service to the 
small business cause. And only occasionally are there encountered 
oblique oe indicative of a cynical disesteem for the entire 
concept of small business’ place in the war effort. This impatient 
“we are trying to win the war’ attitude—a facile evasion of con- 
siderable currency in 1940-42—is once again emerging from the 
ideological limbo to which it had been relegated following the ereainon 
of the Smaller War Plants C orporation during the last war. It is to be 
met with, usually under polite disguise, in the offices of procurement 
agencies and at mobilization council tables. Indeed, the failure of 
small business spokesmen to secure proportionate representation on 
industry advisory committees, which assist in the drafting of policies 
and regulations of life-and-death import to small firms, is a continuing 
source of concern to the advocates of small business’ place in the 
mobilization sun. Their problem in this regard is pointedly suggested 
by the following comment of the head of a ‘planning board intimately 
involved in the mobilization effort: 

I believe that the business members of our Committee from the Couneil of 
Economic Development, Chamber of Commerce, and the National Associatio1 
of Manufacturers provide representation for smail business appropriate to the 
problems of the committee and consistent with that given to labor and agriculture. 

Your committee feels that it is not enough for the highest produc- 
tion-management officials to issue pro-small-business instructions to 
their staffs. Such directives or memoranda must not be filed away or 
allowed to atrophy from disuse, but must become the credo of those 
emplovees down the line who have daily contact with businessmen 
and make binding decisions concerning small business For example, 
there can be no mistaking the laudable intent of Secretary of Defense 
George C. Marshall’s memorandum of December 18, 1950, ‘din cting 
the Secretaries of the Army, Air Force, and Navy to make maximum 
utilization of the production facilities of small business. Obviously 
however, such statements remain in the reali of “window dressing” 
unless they are fully implemented at all Steartastionsl levels. 

These businessmen, who are multipliable by thousands, have 
trudged the corridors of the Pentagon, waited as long as 2 days for a 
9-minute appointment in the commodity divisions of NPA, placed 
their names on invitation-to-bid lists, begging for opportunities to be 
considered on negotiated contracts, prowled hotel lobbies hoping to 
meet a responsible 5-percenter with a contract in his pocket, and have 
finally appealed to their Senators and Congressmen for some ray of 
hope to relieve their frustration. 

For many of them, the committee realizes, the rays of hope will 
become dimmer. No one expects 1951 to provide any betterment 
of the materials situation. Both military and stockpiling require- 
ments, the committee learned in executive session, will increase sharply 
each quarter of this vear. It can only then be expected that over th 
dwindling material pile left for civilian needs the law of the fang : 
the claw will prevail. The position of the small user of steel may 
inferred from the statement of the president of a Midwest electrical 


appliance company which last year had net sales of about $30,650 ,00% 
Ms 9 1 6< 1 i Seta . 
“Nuch of the steel,” he remarked, “has been bought through ware- 
houses and spec ial channels at prices 200 and 300 percent abov rill 
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without.”’ Unfortunately, such ‘gray market’ material costs are 
completely beyond the means of most small companies and they will 
have to go without, which will mean, in the last analysis, going out of 
business. 

RECOMENDATIONS 


The establishment by NPA, at as early a date as possible, of some 
general form of controlled materials program, including the allocation 
of steel to specific end uses, along with other critical materials to insure 
that the quantities of such materials not required for defense and 
stockpiling purposes will be reserved for the most essential civilian 
er poses. 

The assurance that pending the establishment of a controlled 
materials plan no firm shall be precluded from engaging in defense work 
for the reason that necessary materials on DO order will not be forth- 

coming promptly enough to allow him to meet his delivery date. 

The determination by all agencies involved in the mobilization 
program to make fuller use of public informational techniques so that 
at least that portion of popular confusion traceable to inadequate 
wee may be eliminated. 

The augmentation of the NPA staff to a point where the work 
can a more expeditiously handled; coupled with the indoctrination 
of new staff members recruited from large companies to the effect that 
they have definite responsibilities toward small enterprises. 

The early reappraisal of defense and stockpile requirements in 
order to meet the most realistic foreseeable needs. 

The attempt, insofar as possible, to coordinate the timetable of 
military requirements with the schedule of NPA restriction orders. 

7. The immediate and active implementation by Army, Navy, and 
Air Force procurement policy officials of an aggressive program of 
planned procurements designed to channel contracts to those indus- 
tries or subgroups within industries which have been hardest hit by 
cut-backs. 

The splitting up of large procurement requirements into smaller 
units so that a greater number of awards may be spread as widely as 
possible among small plants. 

The requirement by all large prime contractors that they submit 
periodic reports on the extent to which they have used small companies 
as subcontractors. 

10. The development of an active pooling program in order to 
increase the opportunities of small companies to participate on a 
group basis in contracts which would be too large for single small 
firms to handle. 

The imperative recognition at every level of Government that 
preservation of small business bears vitally on the continuance of 
our economic democracy. 

The exploration of methods to guarantee short-term “tide 
over” loans to worthy small companies which are on the verge of 
closing because of material shortages but whose facilities will undoubt- 
edly be needed in a full mobilization program. 

The addition to the membership ‘of all governmental industry 
advisory committees of small-business representatives. 
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FUR LABELING 


Fesrvary 5 (legislative day, January 29), 1951.—Ordered to be printed 


Mr. Jounson of Colorado, from the Committee on Interstate 


Foreign Commerce, submitted the following 


REPORT 
[To accompany S. 508] 


The Committee on Interstate and Foreign Commerce, to 
was referred the bill (S. 508) to —. consumers and others ag 
misbranding, false advertising, and false invoicing for fur pr 
and furs, having considered the same, report favorably th« 
amendment and recommend that the bill do pass. 

Fur-labeling legislation has been the subject of extensive Hon 
Senate committee hearings dating = ck to 1947, With ty 
tions, S. 508 is identical to H. rs 5187 of the Eighty-first 
The House Committee on Inters aa and Foreign Commerce hel 
lengthy hearings in May 1949, “sa your committee conducted full an 
complete hearings on that bill in August and September 1949 
testimony from all interested parties, Government witnesses, and 
various segments of the fur industry. Every provision of the bill 
herewith reported by unanimous vote of your committee has been 
subjected to searching analysis and discussion in the public hearings 
that were held on fur-labeling legislation during the Eightieth and 
Kighty-first Congresses. Following public hearings in 1949, H. R. 
5187 was reported favorably by unanimous vote of the Hous 
mittee, the Rules Committee granted a rule on the legislation, and 
it passed the House without objection. Following public hearings 
before your committee in 1950, H. R. 5187 was reported favorably by 
unanimous committee vote on August 23, 1950, an¢ 
Calendar when Congress adjourned. 

This bill has a twofold purpose: (1) To protect consumers and 
scrupulous merchants against deception and unfair competition result- 
ing from the misbranding, false or deceptive advertising, or false 
invoicing of fur products and furs, and (2) to protect our domestic fur 
producers against unfair eee 

Generally ar ie this bill is modeled after the Wool Products 
Labeling Act of 1939, which, incidentally, is now widely acclaimed 
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although it was bitterly opposed by some segments of the industry at 
the time of its enactment. The bill requires mandatory labeling of 
fur articles of wearing apparel and invoicing of furs moving in inter- 
state or foreign commerce to show the name of the animal that pro- 
duced the fur, the country of origin, and when such is the case the 
fact that the garment contained used fur or that the furs are bleached 
or dyed or that the fur product is composed of inferior pieces such as 
paws, tails, bellies, or waste fur. It further requires that when fur 
products or furs are advertised in commerce such important facts 
shall be truthfully stated. Section 7 provides for the establishment 
and maintenance by the Federal Trade Commission, in cooperation 
with the Agriculture and Interior Departments, of a Fur Products 
Name Guide setting forth the true English names, or other appropriate 
animal names, to be used in labeling, invoicing, and advertising the 
respective furs from various animals. The bill further provides that 
these facts must be truthfully disclosed when fur products or furs are 
advertised in commerce. 

While the legislation requires mandatory labeling of fur articles, in 
order to prevent unnecessary hardship and to aid the various segments 
of the industry that handle the article before it reaches the ultimate 
consumer, section 3 permits the substitution of labels. Under this 
section any wholesaler, for example, may substitute his own label for 
that of the manufacturer, subject, of course, to the affirmative require- 
ments of the statute. 

Although a product of nature, fur when offered and sold to the 
buying public often has had its natural appearance materially changed 
by processing and dyeing. While the dyeing or processing may 
improve the outward appearance of the product, it is usually done for 
the purpose of giving the article the appearance of being a fur of a 
higher quality or grade than it actually is, or for the purpose of imitat- 
ing the more costly fur of an entirely different caunal Consequently, 
it is difficult and generally impossible for the American housewife to 
know what she is buying unless reliable factual information is disclosed 
to counteract the impression left with her as a result of the deceptive 
condition of the particular fur article of wearing apparel. When 
muskrat, for example, is dyed and processed to have the appearance 
of mink, the resemblance of the imitation to the genuine is so close as 
to be most deceptive in the absence of truthful disclosure revealing 
that fact that it is not mink but muskrat. In like fashion, rabbit is 
dyed and processed to imitate seal and many other furs. It was 
brought out at the hearings before your committee that rabbit fur 
has been sold under 50 other names, none of which revealed the fact 
that the fur actually was rabbit. During the hearings on this legisla- 
tion the Federal ‘Trade Commission introduced into the record a 
sampling of fur advertisements that appeared in newspapers through- 
out the country in 1949. This list, which comprised some 200 
advertisements and which appears in the printed hearings at pages 
41-47, demonstrates clearly the misleading and deceptive advertising 
which this legislation seeks to prevent. 

Your committee believes that this legislation will contribute sub- 
stantially to the stability and well-being of our growing fur-trade 
industry. According to testimony adduced at the hearings, the value 
of wild furs in 1948 totaled $82,000,000. Farm-raised furs had a value 
of $36,000,000. More than $162,000,000 worth of raw fur was im- 
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ported, making a total of $281,000,000 in domestic and imported furs. 
The retail value of furs used in this country in 1948 was estimated at 
$700,000,000. 

The fur farmers of this country are wholeheartedly in favor of this 
legislation. They must have the protection it will afford them if 
they are to continue to provide the consumer with quality furs at 
the lowest possible price. The producers of fine merchandise are the 
ones who suffer when unscrupulous merchants indulge in false and 
misleading labeling and advertising practices. If our domestic fur 
industry is to be successful, it must produce first-quality fur animals 
and have the fur identified by its true name. 

The enforcement provisions of this legislation closely follow those 
of the Wool Products Labeling Act; and, like that act, this bill will be 


administered by the Federal ‘Trade Commission. In a letter to the 
chairman of your committee, which is set forth in full below for the 
information of the Senate, the Federal Trade Commission recommends 
the enactment of S. 508 and states: 

The administration of the proposed statute lends itself to be readily integrated 
with the Commission’s duties under the Wool Products Labeling Act With such 
in mind, its administration and enforcement would be considerably mor 
cal than otherwise possible. Under such condition it is estimated that th 
administering the act on a fiscal-year basis would approximate $75,000. 

The bill also has the approval of the Department of Agriculture, the 
Department of Commerce, and the Bureau of the Bud 
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been cleared with the Treasury, Interior, and Justice Depart 
and the General Accounting Office. 
The Secretary of Commerce, in a letter endorsing the objectives of 
this legislation, stated: 
Protection afforded manufacturers and consumers by the Wool Pr 


Labeling Act of 1939 offers a cogent argument for the : 
afford similar protection for manufacturers and con 
or deceptive acts or practices in the fur industry. 


1ne;r Must Simuar u 


Your committee believes that this legislation is in the public interest 
and should be enacted into law. As stated by Representative Joseph 
P. O’Hara, of Minnesota, author of the companion House bill, when 
he appeared last year before your committee and urged the enactment 
of fur-labeling legislation: 

The effect of this bill will be to require honest, fair labeling and honest 
tising, and will afford protection of a very substantial chara r, not only to the 
buying public but also to the industry and trades engaged in the fur b 


SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1 provides a short title for the act: “Fur Product Labeling 
Act.” ; 

Section 2 contains definitions of various terms used in the bill. 

Section 3 makes unlawful the manufacture for introduction into 
commerce or the sale, advertising, or transportation in commerce of 
fur products which are misbranded or falsely or deceptively adver- 
tised or invoiced. The manufacture for sale, advertising, or trans- 
portation of any fur product which is made in whole or in part of 
fur which has been shipped and received in commerce and which is 
misbranded or falsely or deceptively advertised or invoiced is declared 
unlawful. The introduction into commerce or the sale or trans- 
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portation in commerce of any fur which is falsely or deceptively 
advertised or invoiced is made unlawful. Section 3 further provides 
that it shall be unlawful to remove or mutilate any label required by 
the bill, but any person handling a fur product in commerce may 
affix a substitute label to the product, but in such event he must keep 
a record showing the information set forth on the label that he 
removed and the name or names of the person or persons from whom 
he received the fur product. Section 3 (f) exempts common and 
contract carriers from the provisions of the bill. 

Section 4 relates to the misbranding of fur products and provides 
that a fur product shall be considered to be misbranded (1) if it is 
falsely or deceptively labeled or identified or if the label contains any 
form of misrepresentation or deception; (2) if the label does not con- 
tain the name of the animal that produced the fur, the fact that the 
fur product contains used fur or is composed of bleached, dyed, or 
otherwise artificially colored fur, or is composed in whole or in part 
of paws, tails, bellies, or waste fur, when such is the fact; or (3) if the 
label required by this section contains the name of any animal other 
than the name of the animal that produced the fur. 

Section 5 relates to the false advertising and invoicing of fur products 
and furs and follows closely the language of section 4. 

Sections 4 and 5 also provide that labels, advertisements, and in- 
voices must show the country of origin of the fur. This brings the bill 
into conformity with the requirements of existing law that products 
imported into the United States must be marked to show the country 
of origin so purchasers may know from whence such goods came and 
have the information to guide them when choosing their purchases. 
This provision should aid materially in putting an end to the practice 
of representing that the fur origins ated in a particular country when 
such is not true; will close the door to the possibility of the furs of 
one country being passed off for those of another; and will effectively 
check types of advertising, invoicing, and labeling which by implica- 
tion are calculated to mislead one as to the habitat of the animal, a 
matter regarded by many consumers as having considerable bearing 
on the quality and character of furs. 

Section 6 deals with imported fur products and furs. Any person 
who falsifies an invoice of declaration or otherwise fails to comply 
with the requirements of this act may be prohibited by the Commis- 
sion from importing furs or fur products except under certain condi- 
tions. In additon, the Secretary of the Treasury may, under rules 
and regulations to be established by him, require a manufacturer, 
producer of, or dealer in imported furs and fur products to file a 
statement showing the information required by the provisions of this 
act. 

Section 7 provides for the establishment of a Fur Products Name 
Guide within 6 months after the enactment of this act. The Depart- 
ment of Agriculture and the Department of the Interior are required 
to assist in its preparation. The guide is to contain the names of 
hair, fleece, and fur-bearing animals; only the true English names of 
the animals shall be used; or, if there is no true English name for an 
animal, then the name by which the animal can be properly identified 
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in the United States. The Commission may from time to time, after 
holding public hearings, add to or delete from such Fur Products 
Name Guide register the name of any hair, fleece, or fur-bearing 
animal. If the name of an animal connotes a geographical origin or 
significance other than the true country or place of origin, the Com- 
mission may require that when such name is used it shall be accom- 


panied by a qualifying statement so as to eliminate any possible 
deception or confusion. 


Section 8 places enforcement of the act in the Federal Trade Com- 
mission under rules and regulations to be prescribed by it. 

Section 9 provides for injunction and condemnation proceedings 
where the other remedies provided in the act are not sufficient. 

Section 10 provides for the establishment of guaranties which may 
be separate or continuing. The separate cuaranty may be on the 
invoice or other paper relating to the fur product or fur; the continuing 
guaranty must be filed with the Commission and it may cover any fur 
product or fur handled by the guarantor. A person relying in good 
faith on such guaranty shall not be guilty under section 3 of the act. 


Section 11 is the criminal-penalty section, applicable to willful 
violation of the act. 


Section 12 relates to the application of existing law. 
Section 13 is the usual separability provision. 


Section 14 provides that this act shall take effect 1 year after the 
date of its enactment. 


FepErRAL TRADE CommtssIon, 
Washington, January 23, 1951, 
Hon. Enwin C. Jounson, . 
Chairman, Committee on Interstate and Foreign Commerce 
United States Senate, Washington, D. ¢ 

My Dear Mr. Cuarrman: This is with further reference to your letter of 
January 17, 1951, enclosing a copy of 8. 508, Kighty-second Congress, first session, 
entitled ‘‘A bill to protect consumers and others against misbranding, false advertis- 
ing, and false invoicing of fur products and furs,” introduced in the Senate of the 
United States on January 16, 1951, and requesting such comments thereon as 
the Commission may desire to make. In response thereto, I wish to advise that 
the bill has been carefully examined and the following comment is submitted by 
the Commission for the information of your committee. 

The bill is generally modeled after the Wool Products Labeling Act of 1939. 
Its general objective is to protect consumers and sert ipulous merchants against 
deception and unfair competition resulting from the misbranding, false or decep- 
tive advertising, or false invoicing of fur products and furs, and to protect domestic 
fur producers against unfair competition. 

The proposed legislation requires mandatory labeling of fur articles of wearing 
apparel and invoicing of furs moving in interstate or foreign commerce to show the 
name (as set forth in the Fur Products Name Guide) of the animal that produced 
the fur, and when such is the case the fact that the garment contained used fur 
or that the furs are bleached or dyed or that the fur product is composed of in- 
ferior pieces such as paws, tails, bellies, or waste fur. The name of the country 
of origin of any imported furs used in fur products must also be shown. It further 
requires that when fur products or furs are advertised in commerce that such im- 
portant facts also be truthfully disclosed. The proposed legislation makes subject 
to its provisions not only those marketing fur products in interstate commerce, 
but those marketing fur products made in whole or in part of fur which has been 
shipped and received in commerce. The use of substitute labels is also provided 
for by those subject to the affirmative requirements of the bill. 

In addition, the bill provides for the establishment and maintenance by the 
Federal Trade Commission, with the assistance and cooperation of the Depart- 
ments of Agriculture and Interior, of a Fur Products Name Guide setting forth 
the true English names, or other appropriate animal names, to be used in labeling, 
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invoicing, and advertising the respective furs from various animals. The bill 
further provides for administration by the Federal Trade Commission in accord- 
ance with administrative procedure long operative in Commission work under 
comparable statutes, namely, the Federal Trade Commission Act and the Wool 
Products Labeling Act. It also provides for temporary injunctive relief as well 
as for actions in rem for seizure of misbranded fur products and furs which are 
in violation of the act. Separate or continuing guaranties are provided for where 
desired, for the protection of subsequent resellers. The use of false guaranties 
is declared unlawful. Together with the provisions for administrative enforce- 
ment by the Commission, the bill also provides for misdemeanor proceedings in 
district courts on behalf of the United States against willful violators of its pro- 
visions. The administrative enforcement provisions incorporated in the bill 
are of the type customarily found advisable and appropriate in legislation of this 
character and experience has proven such procedure most effective and of the type 
least burdensome. 

Need for the proposed legislation is predicated upon the ever-increasing number 
of foreign names and fictitious designations used in advertising and in describing 
fur products and furs, which designations often appear quite confusing and mis- 
ee to potential purchasers as to the kind and quality of fur being offered 
or sale. 

The proposed legislation would not only protect the consumer against such 
inroads of deception and false and misleading advertising, but would also afford 
protection to our domestic infant fur-farming industry that it may be shielded 
from unscrupulous competition arising out of the use of false and glamorized 
designations for cheap imported furs. 

While furs are natural products they are peculiarly susceptible to dyeing and 
other manipulation and processing which tend to change their appearance. Such 
manipulations are commonly undertaken for the purpose of simulating more 
expensive furs in appearance. This practice makes it easily possible for the 
purchasing public to be misled and deceived and the bill under consideration will 
go far toward protecting the unsuspecting consumers and dealers. 

The bill goes considerably further in providing public protection in connection 
with the fur industry than appears possible under existing law and the Commis- 
sion’s Trade Practice Rules for the Fur Industry, two copies of which are enclosed 
herewith. While the operation of the trade practice rules has afforded the public 
and business a material measure of protection, the bill would make it possible to 
effect even a wider and more thorough and complete protection. ‘Thus, it is 
believed that the objectives of the bill would provide a valuable supplement to 
existing authority. 

In view of the circumstances and prevailing conditions in the fur industry, it is 
believed that legislation of the type provided by the bill under consideration 
would be beneficial and in the public interest. 

The administration of the proposed statute lends itself to be readily integrated 
with the Commission’s duties under the Wool Products Labeling Act. With such 
in mind, its administration and enforcement would be considerably more economi- 
cal than otherwise possible. Under such condition it is estimated that the cost 
of administering the act on a fiscal-year basis would approximate $75,000. 

The Commission wishes to advise that members of its staff who are fully 
acquainted with the provisions of the bill will be available for any services they 
may be able to render the committee. 

By direction of the Commission. 

Sincerely yours, 
Jas. M. Mean, Chairman. 

N. B. Pursuant to regulations, the Commission contacted the Bureau of the 
Budget on January 23, 1951, with respect to this report, and was advised orally 
by the Bureau of the Budget on the same date that there would be no objection 
to the submission of the report to the committee. 

Jas. M. Mean, Chairman. 


O 
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—MroVlayeank, from the Committee on Banking and Currency, 
submitted the following 


UNIV. OF MICH. 


REPORT 
[To a ‘ompanys S. Res. 64 


The Committee on Banking and Currency which has had under 
consideration the matter of employing temporary assistants and 
making additional expenditures to investigate problems relating to 
banking and credit legislation, small business, and economic stabiliza- 
tion, having considered the same, reports favorably to the Senate a 
resolution to that effect, and recommends that such resolution do pass. 

The committee is of the opinion that the $50,000 requested in 
Senate Resolution 64 will be sufficient to accomplish the purposes 
contemplated under che resolution. It is contemplated that the funds 
and personnel requested will be used to investigate three general cate- 
gories of problems relating to (1) banking and credit legislation, (2) 
small business, and (3) economic stabilization. 

It is understood that the duties to be performed under this resolution 
will be assigned to subcommittees already established in the Com- 
mittee on Banking and Currency. Your committee will make full 
use of existing personnel and finds that the additional funds provided 
in the resolution are necessary for additional personnel and expenses 
required in order to carry out the studies contemplated. 

The daily increasing problems arising in connection with the 
present national emergency make necessary the continued use of 
additional personnel and your committee recommends that the resolu- 
tion do pass. 

O 
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> Mr) Etzenver (for Mr. ArKen), from the Committee on Agriculture 
7 ; and Forestry, submitted the following 


dome 


REPORT 


{To accompany S. 271] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 271) to authorize the transfer to the Vermont Agricultural 
College of certain lands in Addison County, Vt., for agricultural pur- 
poses, having considered the same, report thereon with a recom- 
mendation that it do pass without amendment. 

The proposed transfer of the United States Morgan horse farm, as 
authorized by the bill, is fully explained in a report submitted by 
the Department of Agriculture. A copy of the report, dated Feb- 
ruary 6, 1951, and recommending enactment of the legislation, is 
attached hereto and made a part of this report. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 6, 1951. 
Hon. ALLEN J. ELLENDER, 

Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR: This is in reply to oral request for a report on 8S. 271, a bil! 
to authorize the transfer to the Vermont Agricultural College of certain lands in 
Addison County, Vt., for agricultural purposes. 

This bill authorizes the transfer to the Vermont Agricultural College of the 
United States Morgan horse farm at Middlebury, Vt., comprising 942.42 acres, 
together with certain personal property. All gas, oil, coal, or other mineral 
deposits or fissionable material are reserved to the United States as well as the 
right to use the land to remove them. The bill limits to June 30, 1951, the time 
during which the college may notify the Secretary of Agriculture of the acceptance 
of the lands and other property. 

About half of this land was donated to the United States in 1907 by Col. Joseph 
Battell. In the deed he stated that he hoped the lands would be used primarily 
to encourage the breeding of Morgan horses. The other half of the land was 
purchased in 1917 from Middlebury College. The land has been used for agri- 
cultural research, principally for research on horses. 
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The 1951 budget estimates provided for the closing of research on horses at the 
United States Morgan horse farm and included such funds as were considered 
sufficient for the orderly closing of the station by December 81, 1950. However, 
the General Appropriation Act, 1951, contained funds for closing the station not 
later than June 30, 1951. The conference report on the bill (H. Rept. No. 2991) 
stated on page 29 under amendment No. 172 in part: 

“The amount appropriated includes $19,000 proposed by the Senate to enable 
the Department to continue operations of the Morgan horse farm until the State 
legislature can consider a proposal for the State of Vermont to take it over, Itis 
agreed unanimously by the conferees of both Houses that this activity must be 
disposed of by the end of the fiscal year 1951.” 

The Vermont Agricultural College has expressed interest in obtaining this land 
for agricultural purposes. It is anticipated that the Vermont State Legislature 
will consider the matter of transfer of.the property at its 1951 session. 

It is desirable that the transfer of the station to the Vermont Agricultural 
College be authorized as soon as possible in order that transfer can be made at 
once if the Vermont State Legislature provides funds for the college to operate 
the station and to permit the Department to withdraw as soon as possible in 
accordance with the wishes of the Congress. In the event the college does not 
take over the station it should be closed at once to conserve funds. 

8. 271 is similar to 8. 4235, Eighty-first Congress, on which this Department 
made a favorable report. 

Passage of the bill is recommended. 

Approval of the bill would not entail any additional expense to the Department. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report. 

Sincerely yours, 
K. T. Hutcuinson, 
Assistant Secretary. 


O 
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AUTHORIZING EMPLOYMENT OF TEMPORARY STAFF PERSONNEL 
TO INVESTIGATE THE MANPOWER POLICY AND GENERAL 
SERVICE POLICY OF THE EXECUTIVE BRANCH OF THE GOV- 
ERNMENT 


Fesruary 8 (legislative day, January 29), 1951.—Ordered to 
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> Jof&xston of South Carolina, from the Committee on Post Office 
* and Civil Service, submitted the following 


Mr 


REPORT 


=<} 


[To accompany 8. Res. 53] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the resolution (S. Res. 53) to authorize employment of tempo- 
rary staff personnel, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
pass. 

STATEMENT 


There has been widespread disappointment over the failure of the 
President to cut nondefense expenditures to the bone, and by the fail- 
ure of the Civil Service Commission to adopt a realistic and hard- 
boiled manpower policy for the Government. The laws and policies 
that prevent the Federal agencies from transferring more of their 
experienced employees to the defense agencies where they are urgently 
needed should be reviewed and radically revised. 

It is the feeling of the Senate Committee on Post Office and Civil 
Service that the executive branch of the Government should be able to 
get the defense job done more efficiently without the necessity of hiring 
hundreds of thousands of additional employees. 


O 
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Mr. Murray, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 
together with the 


INDIVIDUAL VIEWS OF MR. TAFT, IN WHICH MR. SMITH 
OF NEW JERSEY, MR. IVES, AND MR. NIXON CONCUR 


Pursuant to Senate Resolution 140, Eighty-first Congress, the Sub- 
committee on Labor-Management Relations conducted an investiga- 
tion of labor-management relations in the east coast oil tanker indus- 
try. That subcommittee, after making an investigation and holding 
public hearings, has submitted a report to this committee. Upon due 
consideration of that report, this committee adopts the report of the 
subcommittee which is appended hereto. 

The subcommittee report follows: 

On receiving charges from the Seafarers International Union of 
North America (AFL) (hereinafter called SIU), that Cities Service 
Corp. of Pennsylvania, and particularly its marine division, had been 
guilty of serious unfair labor practices which were disturbing the entire 
tanker industry, the subcommittee ordered its staff to make a thorough 
investigation of labor-management relations between SIU and Cities 
Service. Mr. William N. Dunstan, special investigator for the sub- 
committee, was assigned to make the investigation. He succeeded in 
locating material witnesses and unearthing documentary evidence 
which had eluded previous investigators for other agencies, and much 
of the credit for the completeness of the record is due to his skill and 
diligence. As a result of this investigation, public hearings were held 
in Washington, D. C., on September 25 and 26, 1950. The union 
and the employer were both invited to participate in the hearings and 
were offered equal time in which to present their testimony. Repre- 
sentatives of both appeared and testified. The following report is a 


1 
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summary of the testimony offered at the hearings and of evidence 
disclosed by the investigation, 

The Cities Service Corp. of Pennsylvania is a large producer, 
refiner, and marketer of oil and derivative products. Its marine 
division, which was established in 1919, accomplishes the maritime 
transportation of these products. Commencing in 1923 the marine 
division has operated a fleet of Oceangoing tankers and auxiliary 
vessels. The number has fluctuated during the years, but at present 
the fleet consists of 22 oceangoing tankers. In 1923 the marine divi- 
sion had 40 employees, and at present employs 713 workers in all 
maritime capacities (p. 164). 

The marine division is an integral unit of Cities Service Corp., but 
enjoys considerable independence. It is managed by five executives 
whose average period of service with the division is approximately 25 
years. These executives have all been promoted from the ranks, and. 
according to a company witness, were selected for outstanding per- 
formance (p. 165). Mr. Christopher Story, who appeared at the 
hearings, is vice president of Cities Service in charge of maritime opera- 
tions, and as such is chief executive of the marine division. 

During World War II, Cities Service was one of two major oil 
companies which entered into general-agency agreements with the 
Maritime Commission. It operated 25 Government-owned vessels 
and on several occasions was commended for efficiency of operations 
and for cooperation with the Government. The company was 
awarded the Maritime Commission M. a citation for merit for war 
service. Six of the tankers operated by the company were destroyed 
by enemy action with a loss of 65 persons (p. 165). 

Involved with Cities Service Corp. in the labor-management dis- 
putes which gave rise to this investigation is the Atlantic and Gulf 
district of the SIU (AFL), which exercises jurisdiction over seafarers 
Operating in and out of ports on the eastern seaboard and the Gulf of 
Mexico. It has approximately 75,000 members and has successful 
contracts with approximately 50 steamship companies which operate 
passenger, freight, and tanker vessels. 

Generally, relations between the SIU and its employers have been 
exceptionally good and the union is recognized as a responsible one 
which acts as a stabilizing force in the industry (pp. 2-7, union exhibit 
1). The SIU was represented at the hearings by Mr. Paul Hall, 
Secretary-treasurer of the Atlantic and Gulf district. and first’ vice 
president of the international. 

The oil tanker operators constitute the only large segment of the 
maritime industry which is not thoroughly organized. According to 
the SIU, the oil tanker operators do and always have opposed and 
resisted union organization (p. 7). 

Although significant references were made at the hearings to anti- 
union practices in other oil tanker companies, the hearings and the 
investigaticn were almost exclusively concerned with labor-manage- 
ment relations in Cities Service Corp.’s marine division. 

So far as the record of the subcommittee shows, the first attempt to 
organize employees of the Cities Service marine division was made by 
the National Maritime Union (CIO) (hereinafter called NMU) (p. 6). 
About 1938 the NMU started an organizing campaign in the Cities 
Service fleet and during that year sought and obtained certification as 


' Unless otherwise indicated, citations in parentheses are to pages in the printed hearings, 
I 
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the sole bargaining agent of the marine division emplovees. In an 
attempt to prevent organization by the N MU, offici: als of the marine di- 
vision established an organization known as the Unlicensed Emplovees 
Collective Bargaining Agency (UECBA). (See p. 90 et seq.) Ina 
proceeding before the National Labor Relations Board, the NMU 
charged that the UECBA was a company-dominated union, and the 
Board and the Cireuit Court of Appeals so held. UECBA was ordered 
disestablished. Marine division officials also inspired the organization 
of the American Tankermen’s Association which was likewise ordered 
disestablished for company domination (NL?B vy. Cities Service Oil 
Co., 129 F. 2d 933 (C. C. A. 2), July 2, 1942; 32 N. L. R. B. 1020 

Having won certification, the NMU atte mpted t to obtain a contract 
with the Cities Service Corp. but met with stiff resistance. According 
to Hall, the NMU > jurisdiction over Cities Service employees 
“oradually evaporated in the face of relentless le: zal stalling and other 
maneuvers with which at that time the NMU was unable to cope 
p.8). Inany event, the NMU never icing hy in negotiating a con- 
tract and eventually withdrew its claim to represent Cities Service 
employees. 

The SIU organizing campaign in the Cities Service fleet commenced 
early in 1946, and resulted in a substantial number of pledges from 
employees. In October 1946, SIU requested that it be recognized 
as the bargaining agent for marine division employees, claiming as 
members 55 percent of the employees in the fleet (p. 9). The Cities 
Service Corp. refused the request and, as the investigation and hearings 
show, for a period of nearly 4 years, and by indulging in unfair labor 
practices of almost unparalleled flagrancy, resiste “dd efforts of the SIU 
to organize its employees and obtain certification.’ 

The antiunion efforts of the Cities Service C orp. followed three 
types of strategy, namely: (1) Delaying tactics made possible by the 
provisions of the Labor-Management Relations Act, 1947; (11) an 
extensive system of labor espionage, accompanied by discriminatory 
hiring and firing, and other unlawful acts; and (IID) the organization 
and support of a company-dominated union, Citco Tankermen’s 
Association, which was set up to compete for members with SIU. 


I. DELAYING TACTICS UNDER THE LABOR-MANAGEMENT RELATIONS ACT 


On October 28, 1946, in a letter addressed to Vice President Christopher 
Story, the SIU asserted that it represented a majority of the employees 
of the mar = division and requested recognition as the sole bargaining 
agent (pp. 9-10). The company refused the request. On October 
31, 1946, ie SIU filed with the NURB a petition for an election in the 
Cities Service fleet. The NMU intervened, on the basis of its certifica- 
tion as bargaining agent in 1938. The NLRB initiated an investiga- 
tion, and in July of 1947 called upon the NMU to support its claim by 
presenting pledge cards representing at least 5 percent of the fleet 
employees. A meeting date was set for presentation of such 
pledge cards, but the NMU failed to appear (p. 10). Later, as will 








? This conduct contrasts strikingly with the labor relations of other Cities Service divisions, which now 
have in force 73 contracts with unions (p. 174 Througrout this report the en usly erred 
to as “Cities Service,’’ ‘Cities Service Corp.,”’ ‘Cities Service Oil Co.,”’ and “Citi ce Corp Penn- 
sylvania.”” The unfair labor practices found by the NLRB and described in this rs ( nitted 
by the marine division of Cities Service Corp. of Pennsylvania which is in turn a subsidiary of Cities Serv- 
ice Co. In fairness to the parent company, it should be noted that NLRB records disclose no unfair labor 


practice orders against it. 
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be shown below, the NMU withdrew its claim. Thereafter, there 
was never any jurisdictonial dispute between NMU and SIU. 

On October 20, 1947, the NLRB issued an order for an election. 
At that time, there were eight ships in the fleet, and the election order 
covered all of these ships. The NLRB order further provided that 
the voting should start on October 31, 1947, and continue for 30 days 
to November 30. At this point, Cities Service employed its first 
delaying tactic by asking for an extension of 60 days within which to 
complete the voting. The extension was granted by the Board. 
Later another extension of 10 days was granted (p. 10). 

The evidence is clear and uncontradicted that Cities Service Corp. 
resisted the election and went to great lengths to prevent its consum- 
mation. For example, the Cities Service tanker, steamship French 
Creek, which was the seventh of the company’s eight ships to vote, 
was at a Philadelphia pier when representatives of the NLRB and 
SIU appeared to supervise the election. A Cities Service agent, Mr. 
Johnson, stating that he was acting on express orders from the com- 
pany’s headquarters at 70 Pine Street, New York City, flatly refused 
to allow either of them near the ship, and all attempts to take the 
vote were, at that time, frustrated. Voting on this ship finally took 
place at a later date at Jacksonville, Fla. (p. 10). This action on the 
part of the Cities Service agent certainly impeded and temporarily 
prevented the holding of an election on that ship, was in violation of 
section 12 of the act, and was a manifestation of contempt for the 
Board. 

One of the eight ships, the steamship Lone Jack, was sent on charter 
into the Pacific. On January 25, 1948, in what was manifestly 
another delaying action, Cities Service petitioned the NLRB to 
extend the voting 75 days to permit voting on the Lone Jack. Since 
it was on charter, there was a possibility that it would not return to 
the United States for many months; it could have been kept away 
indefinitely by the company. 

At the same time, the company sought to nullify the election by 
petitioning the NLRB to change the provision governing eligibility 
to vote, so that personnel employed any time prior to the balloting 
date would be eligible, instead of those who were eligible on the date 
established by the Board. The company also requested that the 
voting proceedings be stopped until the eligibility rule was changed, 
or, in the alternative, that the original election order be rescinded ‘and 
the election proceedings reinstituted. The SIU filed a brief in opposi- 
tion, based on the NLRB decision in the Jsthmian case (74 N. L. R. B. 
64, 1947). The Board denied the company’s request, and on February 
9 ordered that the votes be tallied. 

The tally showed that SIU had won 83 percent of those who voted. 
On February 12, 1948, the company filed a protest against the election. 
The NLRB denied the protest. On February 18, 1948, the company 
again protested against the election and the protest was again dis- 
missed by NLRB (p. 11). On March 5, 1948, the attorney who 
represented the Cities Service Corp. marine division in its labor 
relations, Mr. William Potter Lage, again protested against the 
election, and the protest was again rejected. Undaunted, on March 8, 
1948, Attorney Lage filed ‘‘exceptions to the order” in which he again 
protested against the election and the conduct thereof. On March 23, 
the NLRB rejected the exceptions as lacking in merit. The trial 
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examiner recommended that SIU be certified as the sole bargaining 
representative for the Cities Service fleet. 

On May 24, 1948, the NLRB issued its order certifying the SIU, 
but only as the bargaining representative for the seven ships which 
had been voted, and not for the steamship Lone Jack which had not 
been voted. The union, contending that this order was in conflict 
with the Board decision in the Isthmian case, supra, petitioned the 
Board to amend its certification order so as to include the entire 
Cities Service fleet. The question before the Board was complicated 
by the fact that, after the election proceedings had commenced, Cities 
Service had acquired an additional eight ships. The effect of the 
Board’s certification was to limit representation by the SIU to 7 of the 
fleet of 16 ships. The union’s petition was denie d (pp. 11-12). 

On June 22, 1948, the SIU petitioned for an election on the nine 
unvoted ships. On Julv 10, 1948, the NLRB opened hearings *® to 
determine the voting unit. Mr. Lage walked out of the first hearing 
because he was not permitted to have a stenotypist take notes. Ata 
later meeting he claimed that the Taft-Hartley Act barred the in- 
clusion of boatswains, stewards, pumpmen, and machinists within 
the voting unit because they were supervisory employees (p. 12). In 
ensuing hearings on this question the SIU submitted the testimony 
of seamen which demonstrated that the disputed ratings were not 
supervisory. The NLRB ordered the union and the company to file 
briefs within 7 days. Lage obtained extensions of that time until 
October 20. 

On December 29, 1948, the NLRB directed that an election on the 
nine unvoted ships be held, that SIU would be the only union on the 
ballot, and that all unlicensed men, except boatswains and stewards,‘ 
would be eligible to vote. (See Decision and Direction of Election, 
Case No. 2—~RC-512, p. 4.) The unlicensed men on each ship was 
approximately 29 (p. 13). The NLRB also announced that a meeting 
to arrange voting procedure would be held on January 3, 1949. On 
that date Lage claimed that he had not received proper notice of the 
meeting. 

On February 16, the Board was at last able to hold a meeting to 
arrange voting procedure. But Lage refused to cooperate until : 
writ, issued approximately 10 vears before by a Federal court, ordering 
Cities Service to permit NMU organizers to go aboard its ships, was 
rescinded. On February 1, the NMU had formally given notice that 
it had withdrawn all interest in the case. Therefore the Board ordered 
that the voting procedure be established (p. 14). 

On February 17, 1949, Lage promised to cooperate in the matter 
of the election, provided that (1) the election be postponed until 
after nee 23; (2) there cs no voting on Saturdays and Sundays 
or holidays; (3) all of the voting be done “between the ports of Boston 
and Baltimore. In response, the SIU pointed out that eight Cities 
Service ships were scheduled to arrive in American ports during the 
next week end—that is, prior to February 23; that a number of them 
would dock at Gulf ports, and would ‘therefore be excluded from 
voting if the company’s request were granted; and that the company 
~ ¥In these hearings, and in subsequent meetings and negotiations, Lage was frequently accompanied by 
Mr. N. J. Adkins, marine division superintendent, Port Steward Bengt Nordberg, and Port C apt. J. A 


Deschier (p. 13). 
* According to Hall, boatswains and stewards are not generally regarded as supervisory personnel and are 
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eligible as members in all unions. The chief steward is excluded in a contract between a Great Lakes com 
pany and NMU (p. 23), 
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could discharge its crews, hire new and nonunion employees, and have 
the ships put to sea before February 23. Consequently, the NLRB 
denied Lage’s motion, and voting commenced on Sunday, February 
20 (p. 14). 

Again, the record is very clear that Cities Service Corp. made 
every effort to impede and obstruct Board representatives in the con- 
duct of the election. For example, in the port of New York, the 
company refused to permit voting to take place either on the ships 
or on company property; the voting was accomplished in a pouring 
rain outside the company gate. In the port of Lake Charles, La., 
the Board representative was compelled to hold the election over a 
period of 2 days in inclement weather. It was reported that he was 
physically thrown off company property (p. 14). 

Indeed, the company boycotted the election and took measures to 
prevent its employees even from receiving notice of it. Thus, they 
refused to permit either Board representatives or union agents to 
go aboard the ships. In some ports, the union and Board representa- 
tives were compelled to install a portable loud-speaker on launches 
and cruise about the harbor sounding off notice that the election would 
be held. This conduct of the company should be contrasted with 
that of other maritime companies which generally cooperate in the 
holding of elections and make it convenient for their employees to 
vote. The usual procedure in such elections is as follows: When a 
ship ties up, representatives of the company, the Board, and the union 
go aboard the ship. They obtain a crew list from the master, check 
eligibility dates, and determine the eligibility of the members of the 
crew. Voting machinery is set up aboard ship, and the men vote 
before they go ashore. Many of the companies make available the 
officers’ messroom for the voting (p. 15). It is also customary for the 
employers to give the employees leave from watches in order that they 
may vote. In contrast, the Cities Service Corp. on some ships re- 
fused to relieve men at all, and such men of course were thereby 
deprived of their right to vote (p. 16). 

On February 22, Cities Service obtained a temporary injunction, 
which had the effect of halting the voting and impounding the votes 
cast. The SIU moved to dissolve the injunction, the NLRB joined 
in the motion, and 2 days later it was so modified as to permit voting. 
Shortly thereafter it was dissolved. In obtaining the temporary 
injunction the Cities Service lawyer represented, falsely as the record 
shows, that there had been unlawful collusion between the Board 
and the union (p. 16). 

Again on April 15, Cities Service, this time through the instru- 
mentality of the Citco Tankermen’s Association, a company-domi- 
nated union (see infra, pt. IIL), obtained an injunction against the 
regional director of the NLRB, which enjoined the counting of the 
ballots. The SIU and the NLRB jointly moved to dismiss the in- 
junction, and at the hearing it was dismissed (p. 16). 

When the votes were finally counted, it was found that the SIU had 
obtained a favorable vote from 89 percent of the employees (p. 16). 

Continuing its delaying tactics, on April 27, 1949, Cities Service 
filed with the NLRB regional office in New York City 19 objections 
to the conduct of the election, alleging that the Board’s activities had 
been ‘‘arbitrary, capricious, illegal, and void.’ The objections were 
forwarded by the regional office to the Washington office. The tactic 
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succeeded because it was 4 months later—that is, on August 19, 1949 
before the NLRB rendered its decision denying the 19 objections 
(p. 16). 

Again, on August 31, 1949, Lage filed a brief in which he presented 
exceptions to the Board’s decision. The SIU filed a counterbrief, 
and the Board took the matter under advisement. 

Finally, on December 2, 1949, the NLRB acted by certifying the 
SIU as sole bargaining agent for the nine additional ships. In doing 
so it commented on Cities Service objections to the election as follows: 

In light of the employer’s refusal to cooperate with an agency of the Government 
in carrying out its statutory functions in the public interest, it ill behooves the 
employer to file objections stem: —_ har -erTy from its own recalcitrance 
(Supplemental Decision, ete., Case No. 2-RC-512, p. 8). 

Recapitulating, the SIU had filed its first petition for representation 
in October 1946, and was finally certified as sole bargaining agent for 
the Cities Service fleet on December 2, 1949. During this period of 
more than 3 years, there had never been the slightest reason to doubt 
that more than a majority of the employees in the Cities Service fleet 
belonged to SIU. Thus, it had yg more than 3 years to gain 
official recognition of an indisputable fact. During this period, as 
will be shown below, Cities Service had engaged in almost every 
conceivable type of antiunion activity in order to discourage its 
employees from joining the SIU. It is almost unbelievable that any 
union could continue in existence in the face of this combination of 
legal stalling and violent antiunion activity. Certainly a smaller, 
poorer, and less persistent union would have been destroyed. 


Il. LABOR ESPIONAGE 


The record shows without contradiction that Cities Service Corp., 
through its attorneys and agents, established an extensive system of 
labor espionage throughout its fleet and ashore, which was designed to 
prevent SIU members and sympathizers from obtaining employment, 
to enable the company to discharge prounion employees, and othe r- 
wise to frustrate the efforts of SIU to organize the fleet. 

There are two extremely disturbing aspects of this illegal espionage 
system: (1) It was created and directed by reputable attorneys; and 
(2) its directors were members of the United States Coast Guard 
Reserve, and apparently used their experience and connections as 
officers of the Coast Guard in the establishment and operation of the 
system. 

The Cities Service marine division had been represented by the 
prominent law firm of Hatch, Wolfe, Nash & Ten Eyck, of the New 
York bar, for more than 20 years. The most active member of the 
firm in behalf of the division had been Mr. Wolfe. Upon Mr. Wolfe’s 
death, William Potter Lage, also a member of the New York bar, 
became a member of the firm and thereafter was the chief legal 
representative of the marine division in labor-management relations. 

So far as the record shows, Mr. Lage was the designer, creator, and 
chief operator of the labor espionage system in the Cities Service 
fleet.6 (See especially pp. 153-162 


5 An unsuccessful attempt was made by a subcommittee representative to subpena Mr. Lage, who was not 
present at the hearings (pp. 162-164), 


S: Rept::e2 69-1 
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Mr. Lage had become acquainted with John Irwin Dugan when they 
had both served in the Coast Guard during World W ar II. Mr. 
Dugan, an officer in the Coast Guard Reserve, had been in ¢ harge of a 
merchant marine hearing unit, charged with investigatory and regula- 
tory duties. Lage became Dugan’ s subordinate (p. 153). After the 
war, as noted above, Lage joined the law firm of Hatch, Wolfe, Nash 
& Ten Eyck, and Dugan resumed his practice as an attorney in New 
York City. Dugan handles admiralty matters and is acquainted with 
marine and water-front activities (pp. 154, 159). 

In the spring of 1948, Lage offered Dugan a retainer of $200 a month, 
for which he was to advise and assist Lage with respect to questions 
which arose in connection with Lage’s representation of the marine 
division of Cities Service (p. 154). 

Dugan accepted the proposal, and for a time advised Lage on inci- 
dental maritime matters. Later, Lage informed Dugan that Cities 
Service Corp. desired to “‘get a clear picture” of what was happening 
aboard its ships, and in particular to identify SIU members and sympa- 
thizers. It was agreed between them that Dugan would employ 
investigators to go aboard the ships, and otherwise to keep Cities 
Service marine division employees under surveillance. One reason 
why Lage retained Dugan was that at that time Lage did not want the 
labor spies “‘reperting out of his office” (p. 155). The reports of the 
investigators were to be made through Dugan to Lage. This arrange- 
ment was consummated after SIU had won certification on seven 
Cities Service ships, and had particular reference to the nine Cities 
Service ships which at that time had not been voted (p. 159). Mr. 
Dugan’s experience and connections in the United States Coast 
Guard proved of value to him in this work. 

Thus, in his search fer qualified labor spies, Dugan contacted Judge 
John L. Canella, a special sessions judge of New York County. 
Judge Canella had worked with Coast Guard intelligence during 
World War II on the New York water fronts (pp. 149, 159), and 
had become acquainted with Dugan. Judge Canella recommended 
three investigators to Dugan; namely, John B. Basciano, Lawrence 
Hennessey, and Campbell. It appears that Judge Canella also 
informed these three investigators that Dugan would be in touch 
with them (p. 149). There is nothing in the record indicating that 
Judge Canella knew the purposes to which these men were to be put 
by Dugan (p. 41). 

Dugan employed Basciano and Hennessey, but did not employ 
Campbell. Between June 1948 and September 1949, Dugan paid 
Hennessey $2,100 and Basciano $4,100 for their services as spies. 
The arrangement Dugan made with Basciano was that he would be 
paid a total of $300 per month, including his regular pay, for services 
aboard Cities Service ships. Hennessey was to be paid according to 
the ‘value of his services.”” Dugan was reimbursed for these pay- 
ments by Lage (p. 155). 

Dugan instructed Basciano and Hennessey that they were to go 
aboard Cities Service ships and report ¢ everything bearing on the 
relationship between Cities Service and SIU. ‘They were particularly 
instructed to estimate the number of SIU men aboard each ship and 
if possible to identify them. They were also to report on conditions 
aboard ship, such as feeding, relationship with officers, etc. (p. 156). 

The mode of operation was as follows: Lage would indicate to 
Dugan the ships on which spying was to be conducted, Lage would 
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supply Dugan with boarding passes to enable the investigators to go 
aboard ship. The investigators would board the designated ships, 
perform regular duties, and at the completion of each voyage report 
to Dugan. Basciano made his reports in longhand; Hennessey sub- 
mitted typewritten reports. Dugan forwarded the reports to Lage 
(pp. 156-157). 

Basciano proved to be a satisfactory investigator, and during his 
employment by Dugan made a total of 18 trips on the 9 unvoted 
ships (p. 151). Hennessey was, according to Dugan, an unsatis- 
factory spy (p. 159). Dugan recommended to Lage that Hennessey 
himself be investigated, and a special investigator, Caesar Louis 
Scotti, was employed by Lage for that purpose (p. 156). 

Seotti was also used for other purposes by Lage. Scotti is an 
employee of Mr. Bruno J. Augenti. Augenti owns and operates the 
Marine Index Bureau, Inc., 60 John Street, New York City, an 
index and statistical organization which investigates marine casualties, 
cargo, collision, and general protection and indemnity claims. In 
addition, Augenti is a licensed private investigator, and employs 
Scotti as a special investigator. Scotti testified that he is not em- 
ployed by the Marine Index Bureau, Inc., but directly by Augenti. 
Scotti is not a licensed investigator (p. 112). 

James T. Hanaway, who testified at the hearing, was employed by 
the Cities Service marine division as shipping master from October 
1944 until September 1, 1950. In that position, his duties were to 
interview applicants for employment in the fleet, to assist them in 
filling out their applications, to ascertain their previous experience, 
and to make recommendations to Captain Deschler, the port director. 
Hanaway, who had had previous experience in the organization of a 
Cities Service company union (pp. 90-92), testified that he was 
instructed by Captain Deschler to avoid the employment, of SIU 
members. After the original seven Cities Service ships had been 
voted, an even more determined effort was made by Cities Service 
officials to prevent the employment of SIU men aboard the remaining 
nine unvoted ships. Mr. Lage, Mr. Stevens who was employed as an 
operations efficiency expert, Captain Deschler, and Hanaway con- 
cocted a system of marking applications for employment so that the 
applicants could be readily identified as union members or sympa- 
thizers (p. 94). 

To assist Hanaway in this screening operation, Lage employed 
Scotti in the fall of 1948. The first meeting between Lage and Scotti 
occurred in Lage’s office at 70 Pine Street, the headquarters of Cities 
Service Corp. (p. 114). Seotti’s first assignment was to shadow 
Hennessey, which he did on two occasions without result of interest 
to Lage. Thereafter, Scotti was employed to spy at the Cities Service 
hiring hall, which was also at ‘70 Pine Street, and at other places, for 
the purpose of identifying SIU members and sympathizers and report- 
ing them to Hanaway. Scotti would frequent the Cities Service 
hiring hall, observe applicants for employment, and follow them with 
a view to ascertaining whether or not they were union members or 
sympathizers (p. 94). He would then report, by telephone or other- 
wise, to Hanaway. Scotti testified that he was engaged in this 
employment for approximately 10 days, was paid $1.50 an hour, and 
received a total of $70 or $80 from Lage (p. 116). 

In passing, it should be noted that Scotti, who had never had experi- 
ence of any kind as a seaman, was able to obtain seaman’s papers— 
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that is, credentials certifying that he was a qualified seaman—from 
the Coast Guard, through the good offices of Captain Deschler (p. 117). 

Scotti began to feel that he was accomplishing nothing, and so re- 
ported to Augenti. Scotti testified that until this report Augenti had 
not been advised as to the duties Scotti was performing for Lage. 
Augenti thereupon ordered Scotti to terminate his employment by 
Lage. Scotti testified that he was not aware that he was violating the 
State law by engaging in labor espionage (p. 118). 

An interesting outgrowth of these exercises in espionage was that 
eventually Lage began to suspect Hanaway, and apparently had him 
shadowed. Hanaway was informed that his home and office tele- 
phones were tapped, and that he was under surveillance (pp. 95, 101) 
Nor were as suspicions unfounded. For some time prior to 
September 1, 1950, Hanaway received pay from SIU in return for 
ee. regarding Cities Service antiunion activities, the move- 
ment of ships, ete. Hanaway testified that he accepted between 
$700 and $800 from SIU. He was discharged by Cities Service on 
September 1, 1950, when his connection with SIU became known 
(p. 101). 

As will be shown in part IIT, infra, after the formation of the Citco 
Tankermen’s Association, Lage entered into certain cooperative rela- 
tions with Mr. Albert F. Strasburger, the attorney for that company- 
dominated union. Strasburger employed his own labor spy, a private 
detective by the name of Daniel J. Griffin. Strasburger testified 
(p. 148) that he instructed Griffin to a evidence of subversive or 
criminal activity by SIU leaders. In this Griffin failed. Strasburger 
also instructed Griffin to obtain photographs of union representatives 
and, in particular, of George ‘‘Frenchy” Ruff, an SIU organizer, and 
of Samuel M. Hacker, a field investigator for the National Labor 
Relations Board. When Griffin failed to obtain satisfac tory photo- 
graphs, ‘Lage supplied them to Strasburger. The latter published 
them in the CTMA organ, Shipmate, in connection with certain 
scurrilous innuendoes against Hacker (union exhibit 12, facing p. 35), 
in an effort to influence Cities Service employees against t: pens with 
Hacker, who was then engaged in making an investigation for the 
Board (p. 141) 

In addition to the foregoing, Lage hired a private detective named 
Horace W. Schmall, and instructed him to investigate approximately 
500 Cities Service employees. It is reported that Schmall boasted 
that confidential Coast Guard files were available to him for such 
investigations (p. 47). No subcommittee investigator was able 
personally to serve Schmall with a subpena; he did not appear at the 
hearings, and the exact nature and extent of his activities are unknown. 

Altogether, according to the testimony of Hall, approximately 200 
persons were employed by Cities Service for espionage and other 
antiunion activities during the SIU organizing drive, although the 
total number of er HAN seamen in the Cities Service fleet at the 
time did not exceed 470 ( eal. 

This ¢ an we certs ial constituted a gross violation of section 
8 (a) (1) of the Labor Management Relations Act of 1947. It was 
also a oe violation of section 84 of article 7 of the general business 
law, the Consolidated Laws of New York, which, inter alia, provides: 

It is unlawful for the holder of a license, issued under this article, or for any 
employee of such licensee, knowingly to commit any of the following acts within 
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or without the State of New York: * * * to interfere with, restrain, or 
coerce employees in the exercise of their right to form, join, or assist any labor 
organization of their own choosing; to interfere or hinder the lawful or peaceful 
collective bargaining between employees and employers; to pay, offer, or give 
any money, gratuity, favor, consideration, or other things of value, directly or 
indirectly, to any person for any verbal or written report of the lawful activities 
of employees in the exercise of their right of self-organization, to form, join, or 
assist labor organizations and to bargain collectively through representatives of 
their own choosing. * * * The violation of any of the provisions of this 
section shall constitute a misdemeanor and shall be punishable by a fin 


e of not 
less than $500, or 1 year’s imprisonment, or both. 


No charges have been brought against any of the persons indicated 
under the New York law | (p. 48). 

To overcome this extensive labor espionage, the SIU resorted to 
countermeasures. Members of the union shadowed the labor spies 
as they were discovered, infiltrated the company union, the Cities 
Service and Esso hiring halls, the crimp shops, and otherwise engaged 
in counterespionage (p. 31 et seq.). 

Discriminatory hiring practices of Cities Service 

In conjunction with the labor espionage, Cities Service Corp, 
engaged in wholesale discriminatory firing of union members and 
sympathizers i in violation of section 8 (a) (4) of the Labor Management 
Relations Act, 1947. According to Hall, during the period of the 
SIU organizing campaign, a total of approximately 4,000 men were 
employed at one time or another to fill approximately 500 jobs in the 
Cities Service fleet (p. 25), and the inference is inescapable that this 
large turn-over was partially due to an unusually large number of 
unlawful dise charges. In any event, 151 complaints based on discrimi- 
natory discharges were processed by the NLRB. In the settlement 
agreement which resulted from the formal Board hearings, Cities 
Service Corp. agreed to reinstate the 151 discharged employees and 
to pay them back wages (appendix 2, pp. 124-198). At the time of 
the subcommittee hearings, the Board was processing additional cases 
for reinstatement and payment of back wages covered by the settle- 
ment agreement. 

The undisputed evidence shows that Cities Service Corp. went to 
fantastic lengths to avoid the employment of SIU sympathizers and 
members. When it appeared that, in spite of the careful screening 
activities carried on by Cities Service personnel officers, SIU members 
were finding employment on Cities Service ships, the marine division, 
for a time, practically suspended employment through the company 
hiring hall and obtained all of its employees from Esso. When even 
this stratagem failed to eliminate SIU emplovees, the company 
resorted to notorious crimp shops in an effort to insure antiunion 
employees. 

Although Cities Service and Esso are in stiff commercial competition, 
oddly enough the evidence is clear and undisputed that these two 
corporations entered into collusion to prevent organization of the 
Cities Service fleet by SIU (pp. 87-90, 96). Hanaway testified that 
Mr. Stevens, the Cities Service efficiency expert, became liaison man 
with Esso and entered into an arrangement with Esso personnel 
officers; that while former Cities Service employees were waiting in 
the company hiring hall for employment, new employees were being 
borrowed from Esso, and that the purpose of this arrangement was 
to discriminate against SIU members and sympathizers (p. 96). SLU 
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members, however, infiltrated Esso, and this collusive method of hiring 
was later abandoned. 

At earlier hearings before this subcommittee on the subject of 
maritime hiring halls (see S. Rept. No. 1827, 81st Cong., 2d sess., 
pp. 9-11), consideration was given to the intolerable results which 
inevitably flow from the operation of crimps.* Apparently it was 
assumed that crimp shop had disappeared from the American water 
front, and the view was expressed that neither the unions nor the 
employers would ever tolerate their reestablishment (Rept. No. 1827, 
p. 14). However, these later hearings have proved conclusively 
that crimp shops are operating and flourishing along the Atlantic 
seaboard, that even companies of the indisputable reputation of 
Cities Service frequently resort to them to obtain employees (p. 96), 
and that the crimp shops serve antiunion employers as a screen to 
exclude union sympathizers. 

Indeed, during the long struggle of Cities Service to prevent the 
unionization of its fleet, that company frequently obtained employees 
from crimps. The viciousness of the crimp shop arises from the facts 
that there is no feasible method of imposing upon the crimp responsi- 
bility for the selection of qualified personnel; that the crimp can have 
no effective means of distinguishing between competent and in- 
competent personnel, or of identifying even subversive agents; that 
the crimp shop is usually operated in conjunction with some ‘other 
venture, such as a saloon or rooming house of dubious character; and 
that the crimp is under strong economic compulsion to fleece un- 
employed seamen by the use of his control of jobs. The evidence is 
undisputed that Cities Service made use of the following alleged 
crimps in recruiting employees: Paddy Keane, of Bayonne, N. d.; 
Raymond Roderiguez, who operated the Red Lantern Grill in Boston: 
“Jack the Robber,” who operated out of the Rialto Bar in Bayonne, 
N. J.; and ‘ ‘Tanker Pete” in Baltimore (pp. 59-66). 

Certainly the existence of these crimp shops constitutes a constant 
threat to labor-management relations in the maritime industry. It is 
also a peril to national defense. As Hall stated, a crimp can’t see red 
if green shows (p. 76). It is also manifest that the existence of the 
crimps constitutes a challenge to Congress, which is invested with 
responsibility for the safety and efficiency of our merchant marine. 


Ill], THE COMPANY-DOMINATED UNION 


At a later stage in its anti-SIU campaign, the Cities Service Corp. 
either inspired or encouraged the establishment of Citco Tankermen’s 
Association (CTMA). The directing force of this company-domi- 
nated union was Mr. David S. Furman, who testified at the hearings. 

Furman was employed as a chief steward in the Cities Service fleet 
in June 1948. There was some conflict in the testimony as to the 
origin of the idea for the establishment of CTMA. According to 
Furman, while he was aboard the Cities Service tanker steamship 
Winter Hill, in September 1948, he was approached by the labor spy, 
Basciano, who suggested that a company union ought to be estab- 
lished (pp. 124-125). Basciano denied this (p. 151) 

Furman described conversations with several employees aboard the 
Winter Hill in which the formation of the union was discussed. Mir. 





® 6 The words “‘crimp” and “‘crimp shops” are used to designate private independent employment agencies 
in the maritime industry. 
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Nordberg, Cities Service port steward, at Linden, N. J., was also 
active in creating the union. It is clear that Furman’s ultimate 
decision to take the lead in organizing the union was inspired by 
Nordberg (p. 125); that from its inception it was completely domi- 
nated by ptt officials; and that it would neither have been 
organized nor maintained without company assistance. Thus, Fur- 
man testified that he agreed with Nordberg to organize the union; 
that Nordberg said to him, ‘Don’t worry about the expenses, the 
company will take care of it’’ (p. 125); and that the development of 
the union at every phase was under the supervision of Nordberg and 
other company officials (p. 126). 

This was not Furman’s first experience in company unionism. He 
boasts that he holds book No. 1 in the Esso (Standard Oil of New 
Jersey) Tankermen’s Association (ETMA) (p. 126), and that he was 
the prime mover in the early stages of that association (p. 128). The 
»yrocedure followed by Furman in establishing CTMA closely paral- 
Jeled that which had been successful with ETMA. (See appendix 5, 
pp. 198-205.) 

David M. Irvine testified that, at a meeting held in the fall of 1948 
aboard the Winter Hill, attended by Irvine, Halvosa, DeLello, and 
two others, Furman outlined the need for the union, submitted a 
constitution, and designated the original set of officers. There was 
a total of six present at the meeting. No public notice of the meeting 
had been given, although at that time all of the Winter Hill crew were 
members of CTMA. They had been induced to join by threats of 
discharge. So far as is known, this meeting was the only meeting 
ever held by or for CTMA members (pp. 84-85). 

Furman testified that at this meeting he suggested that petitions for 
the formation of the union be circulated, and that letters be written 
to all unlicensed members of the fleet. These petitions and letters 
were written and forwarded to the Cities Service headquarters for 
delivery to the addressees. Copies of all letters, petitions, and other 
documents prepared by Furman or under his supervision were sent 
to Nordberg (p. 125). It also appears that Joe Briggance, chief 
engineer of the Winter Hill, who as an officer was ineligible for mem- 
bership, acted as a sort of overseer of the union (pp. 85, 86). Nord- 
berg furnished Furman with crew lists to facilitate the organizing 
campaign (p. 126). 

In organizing ETMA, Furman had come in contact with John J 
Collins, described as a labor adviser to ETMA, and now sought the 
assistance of Collins in connection with CTMA. Collins expressed 
interest in CTMA, but declined to participate in any way until after 
it had been certified as bargaining representative (p. 1: 26). He did, 
however, recommend that Furman retain Albert F. Strasburger, a 
New York City attorney and member of the firm of Murphy, Stras- 
burger & Purcell, 217 Broadway, New York City. Furman called on 
Strasburger on February 8 or 9, 1949, and discussed CTMA with him. 
Strasburger introduced him to the other members of his firm, and the 
firm agreed to represent the union for a fee of $1 a year per member. 
The offer was accepted by Furman, and Strasburger prepared pledge 
cards to be circulated through the fleet. Strasburger drafted a 
constitution and, in accordance with Furman’s suggestions, prepared a 
second draft which was acceptable to Furman. In doing so, he 
followed the constitution of ETMA as a guide (p. 126). 
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Strasburger is a member of the New York bar and the Federal bar, 
and was admitted to practice in 1936. Prior to his connection with 
CTMA he had never handled any kind of labor cases (p. 132). He 
had met John J. Collins while they were both naval officers in the 
Brooklyn Navy Yard during World War II. It appears that from 
time to time he was advised by Collins with respect to CTMA business 
(p. 145). 

It will be remembered that, at the time Strasburger was retained by 
CTMA, the first election on seven Cities Service ships had been held 
and procedure for the second election was being determined. On 
February 10, 1949, Strasburger appeared at the regional office of the 
Labor Board in New York City and attempted on behalf of CTMA 
to intervene in the election. He was unsuccessful in this attempt 
(p. 131). 

In March 1949, after the second election, Strasburger learned facts 
which he regarded as possible grounds for protest against that election. 
Since his union had been barred as a party, he decided to approach 
Lage, the Cities Service attorney, and persuade Lage to file a protest 
against the election (p. 135). Thereafter, Strasburger and Lage 
cooperated in joint activities directed against SIU. For example, it 
was Lage who suggested that Strasburger, in behalf of CTA, seek 
an injunction against the counting of the ballots. This is the tem- 
porary injunction previously refe rred to, which was later dismissed 
(p. 16). To assist in the CTMA organizing drive, Lage provided 
Strasburger with crew lists, and otherwise enc ouraged him in his 
efforts. At one time, when it appeared that Strasburger was be- 
coming discouraged, Lage arranged a meeting between Dugan and 
Strasburger, in which Dugan was an “‘exhibit’ Bs proving that company 
unionism could be profitable (p. 137). Furman had previously told 
Strasburger that it would be easy for CTMA to deal with Cities 
Service; that the company had promised to finance the organization 
of the union (p. 133). When Strasburger’s income from union dues 
proved disappointing, he felt that his cooperation with Lage justified 
him in asking Lage for payment for his services (p. 139). Lage 
declined. Strasburger’s interest in the union thereafter steadily 
declined. 

Furman’s interest in the union also waned as it became apparent 
that Nordberg was reluctant to keep his promise to finance the union. 
Furman testified that he personally spent about $1,500 on CTMA 
business; that Nordberg made several appointments to meet him and 
reimburse him; that Nordberg promised to bring Furman and Adkins 
together, but that Furman never actually received pay or reimburse- 
ment for CTMA work (pp. 126-127). Furman was kept busy or- 
ganizing, however, was transferred from ship to ship by Nordberg, and 
frequently took time off to go ashore for union business. He was 
paid while off duty on such business. He did negotiate with company 
officials an agreement covering boatswains and stewards throughout 
the Cities Service fleet, which may still be in effect (p. 129). Furman 
dropped his activities in behalf of CTMA entirely at the time of the 
Labor Board hearings (p. 129). 


IV. THE NLRB HEARING 


Many of the facts brought out in the subcommittee hearings had 
previously been incorporated in charges filed by SIU and individuals 
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with the National Labor Relations Board, and were processed in the 
cases Nos. 2-CA-655, 2-—CA-740, 2-CA-742, 2—CA-802, 2-CA-1188, 
2-CA-582, and 2-CA-660. Complaint and Order Consolidating 
Cases pa Notice of Hearing were issued on February 21, 1950. A 
hearing before a trial examiner opened in New York City on June 5, 
1950. On June 9, 1950, after the counsel for the General Counsel had 
presented part of the affirmative evidence, an attorney for Cities 
Service, James P. Farrell, Esq., notified the trial examiner that he had 
been authorized by the company to enter into a stipulation settling 
all of the issues in this proceeding and providing for a Board order 
and court decree. Mr. Strasburger gave notice that CTMA would 
also participate in the stipulation. (See Official Report of Proceed- 
ings, pp. 488-493.) The stipulation was executed by representatives 
of Cities Service, SIU, CTMA, and the General Counsel on June 21, 
1950. The stipulation included a cease and desist order, which was 
enforced by a decree of the United States Court of Appeals for the 
Second Circuit signed July 18, 1950. (AIL of these documents are set 
forth in the subcommittee hearings, appendixes 2 and 3, pp. 184-198.) 


V. POSTCERTIFICATION BARGAINING 


Following certification of the SIU as bargaining agent for the entire 


Cities Service fleet on December 2, 1949, the union requested bargain- 
ing sessions with the company. \ hen the company failed to respond 
the union threatened to strike (pp. 19-20). Asa result, the company 


and union met on March 10, 1950, and executed an interim agreement 
(union exhibit No. 4, pp. 20-23) providing for union recognition and 
the payment of SIU tanker wage scales. 

Hall testified that even after the Gignine of the interim agreement 
the company continued to sponsor CTMA (pp. 23-25), at least until 
the NLRB hearing opened on June (supra, pt. IV). 

Following the Board hearing negotiations were resumed. Lage, who 
had been previously dismissed, was supplanted by Mr. Farrell in the 
bargaining sessions. Finally, on a Migtraber 23, 1950, after the sub- 
committee’s hearings had been scheduled, a contract was signed (] 

72). Both the union and the company believe that this: contract 
marks the advent of good labor relations in the Cities Service marine 
division. 

VI. CONCLUSIONS AND RECOMMENDATIONS 


NLRB procedure for de siqnating re prese ntatives 

The election and designation of representatives for the purpose of 
collective bargaining are governed by section 9 (a), (b), (ce), (d), (e) 
of the Labor Management Relations Act, 1947, which extensively 
amended the comparable section of the National Labor Relations Act. 
The Board has adopted comprehensive rules establishing procedure 
for the handling of representation cases. (See NLRB Manual, 11000— 
11049.) As shown above, the law and the rules were invoked in two 
separate proceedings to determine the collective bargaining represent- 
ative of employees of Cities Service marine division. A study of 
those proceedings demonstrates that there are basic defects either in 
the law, the rules, their administration, or all of these. A bare 
chronology of what happened will make this clear: 
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FIRST ELECTION 
1946 
October 28: SIU requested recognition. 
October 31: SIU filed petition for election. 
NMU intervened. 
1947 
Board investigation. 
July: NLRB called on NMU for pledge cards. 
October 20: NLRB issued order for election (eight ships). 
October 31: Voting to start. 
November 30: Voting to end. 
1948 
January 30: Extension of voting granted to this date. 
February 9: Extension of voting granted to this date. 
Cities Service resistance. 
January 25: Cities Service requested extension of voting for 75 days. Denied. 
Cities Service petitioned for change in eligibility. Denied. 
February 1: NMU formally withdrew. 
February 9: NLRB ordered tally; 83 percent SIU. 
February 12: Cities Service filed protest. Denied. 
February 18: Cities Service filed protest. Denied. 
March 5: Cities Service filed protest. Denied. 
March 8: Cities Service filed exceptions to order. 
March 23: NLRB rejected exceptions. 
Trial examiner recommended certification of SIU, for entire fleet. 
May 24: NLRB certified SIU for seven ships. 
SIU petitioned for amendment to certification order. Denied. 


SECOND ELECTION 
1948 

June 22: SIU petitioned for election on nine additional ships, 

July 10: NLRB opened hearings on voting unit. 

Cities Service walked out. 

Cities Service raised question of supervisory employees. 

NLRB ordered filing of briefs. 

October 29: Time for filing briefs extended to this date. 

December 29: NLRB directed election on nine ships. 

1949 

January 5: First meeting on voting procedure. 

Cities Service claimed inadequate notice. 

February 16: Meeting on voting procedure. 

February 17: Cities Service requested postponement of voting. Denied. 

February 20: Voting commenced. 

Cities Service resisted election. 

February 22: Cities Service obtained temporary injunction halting voting and 

impounding ballots. Dissolved. : 

\pril 15: CTMA obtained injunction against counting ballots. Dismissed. 

Votes counted. 

April 27: Cities Service filed objections to conduct of election. 

August 19: NLRB denied objections. ; 

August 31: Cities Service filed exceptions to NLRB decision. 

NLRB took under advisement. 

December 2: NLRB certified SIU for nine additional ships. 

(a) First election—Nineteen months, 574 days, were consumed in 
the election and certification of SIU as bargaining agent for seven 
ships. During that period (from October 28, 1946, to May 24, 1948), 
Cities Service had obtained two extensions of time totaling 70 days, 
and requested another for 75 days which was denied; had petitioned 
for a change of eligibility; filed three protests against the election, and 
filed exceptions to a Board order. In each instance, either the regional 
office, the trial examiner, or the NLRB had been required to make 
investigations and decisions. More than 3 months elapsed after the 
tally before SIU was certified. 
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From beginning to end of the proceedings, Cities Service had 
indulged in legal stalls, in unlawful hiring and firing; had otherwise 
wrongfully coerced its employees; and had openly violated section 12 
of the act by obstructing NLRB processes. No person was prosecuted 
for or even charged with the latter offense, which is punishable as a 
crime. The end results of the election were that SI. was certified 
for seven ships, nine ships were left without representation, and the 
contending parties were forced into another all-out struggle. 

During the same period the American people, nearly all of them 
voting on 1 day, had elected one-third of the Senators, 435 Members 
of the House, numerous governors and State legislators, 
merable local officials. 

(b) Second election—FEighteen months, 528 days, were consumed 
in the election and certification of SIU as bargaining agent for nine 
ships. (During that period the American people had elected a Presi- 
dent, a Congress, and countless local officials.) It required 172 days 
for NLRB to determine the voting unit and direct the election. 
Fifty-three days elapsed between the direction of election and the 
commencement of voting; 55 days between the commencement of 
voting and the counting of the ballots. Two hundred and thirty-one 
days after the votes were counted the NLRB certified SIU. 

Throughout the entire period of 18 months, SIU was subjected by 
Cities Service to what can be described as a war of attrition: delay 
and stalling; illegal whe espionage; unlawful hiring thebieisl crimp 
shops and antiunion collusion with Esso; blacklisting and discrimina- 
tory firmg; rampant company unionism; character assassination of 
union leaders and organizers; wholesale antiunion propaganda; 
on-the-job discrimination and persecution, and so on through the 
whole gamut of union-busting techniques, old and new. 

It is amazing that any union could survive this carefully coordi- 
nated, heavily financed, lawyer-led attack; it is shocking that a com- 
pany of the high standing of Cities Service should plan and execute it, 
in violation of State and Federal laws; it is disillusioning to learn that 
it could occur in spite of all the legislating Congress has done to insure 
the right of employees to self-ore: anization. Certainly that right is 
reduced to mockery by such a conjunction of employer lawlessness 
and bureaucratic inertia. 

The subcommittee feels strongly that the whole subject of the 
determination of employee re presentation should be carefully studied 
with the view to simplifying and perfecting the pertinent provisions 
of the Labor-Management Relations Act and NLRB procedures. 
The Cities Service case is not an isolated example; intolerable delay 
and confused administration have characterized the certification of 
representatives in the textile and other industries studied by the sub- 
committee.’ If certification, the prologue to collective bargaining, is 
thus impeded or prevented, either by legislative stultific ‘ation or 
procedural paralysis, or both, manifestly the basic o! yjectives of the 
Labor-Management Relations Act will be lost. When a law is nullified, 
whether by its own internal confusions or by palsied administration, 
then the people’s rights are subverted, public morality is undermined, 
and democracy itself is imperiled. Therefore, the subcommittee 
earnestly recommends to the Senate Committee on Labor and Public 


and imnu- 


7 It must be emphasized that these comms nts are ap} licable not only to the Labor-Management Relations 
Act of 1947, but also and perhaps equally to the Wagner Act which pre 
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Welfare that an exhaustive investigation be made of the effects of 
section 9 (a), (b), (ce), (d), and (e) of the Labor-Management Relations 
Act, and of i its administration, on employees’ rights to self-organization 
and collective bargaining. 

2. Labor espionage and crimps 

(a) Espionage.—As shown above, Attorney William Potter Lage 
was the author and director of the labor espionage system which 
operated in the Cities Service fleet. It should be remembered that 
he was retained by the marine division, and not by Cities Service 
Corp. proper. Previous reference has been made to the relative 
independence of the division. Mr. Christopher Story, vice president 
of Cities Service Corp. in charge of marine operations, testified that 
he was not aware of the activities of Lage (p. 174). Prior to the 
NLRB hearing, Lage was dismissed by the corporation. At the 
subcommittee hearings, Mr. James P. Farrell, of the New York City 
firm of Fruehautf, Burns, Ruch & Farrell, which represents the 
corporation, disavowed Lage and all his works, and in behalf of the 
corporation waived privilege with respect to any testimony which 
the subcommittee may call upon Lage to give (p. 182). It must also 
be emphasized that the Lage espionage system has apparently been 
broken up. The subcommittee is confident that it will not be 
reestablished. 

However, Cities Service Corp. cannot purge itself of responsibility 
for the erstwhile existence of a despicable and unlawful system of 
espionage which operated throughout its fleet. Lage was the paid 
representative of the division, an integral part of the corporation, and 
the scope of his employment was precisely labor relations in the Cities 
Service fleet. He worked in closest collaboration with Adkins, 
Deschler, Nordberg, and other executives of the division. He met 
spies (e. g., Scotti) at the corporation headquarters at 70 Pine Street, 
and paid them to carry out their spying in the hiring hall at that same 
headquarters and elsewhere. It imposes a great strain on credulity 
to believe that higher executives of the corporation could have been 
totally unaware of this spy ring which was virtually swarming under 
their noses (cf. p. 167). Inany event, the subcommittee congratulates 
Cities Service Corp. upon its resolution to prevent the recurrence of 
these de plorable practices 

Again, the Cities Service case does not stand alone. The subcom- 
mittee has found evidence of the widespread existence of labor espio- 
nage, not only in the oil tanker fleets, but in other industries. 

The practices of labor espionage to frustrate and prevent self- 
organization is not only a flagrant violation of the Labor-Management 
Relations Act, 1947, but leads inevitably to industrial strife. In 
interstate and foreign commerce it menaces the general welfare and 
imperils the national defense. The subcommittee feels that it is the 
duty of Congress to make every effort to eradicate labor espionage, 
and to that end recommends that the Senate Committee on Labor 
and Public Welfare formulate legislation (1) making labor espionage 
in commerce, as defined in the Labor-Management Relations Act, a 
crime punishable by fine and imprisonment; and (2) making provi- 
sion for vigorous enforcement by the appropriate executive department. 
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The subcommittee also recommends that an investigation be made 
of alleged labor espionage in other segments of American industry. 

(b) Crimps.—Congress cannot regard with complacency the activ- 
ities of crimps in the maritime industry. The crimp, who does not 
hesitate to exploit the desperation of the unemploved, or to commit 
crime for profit, is certainly not a fit personnel officer for the American 
merchant marine. Our fleets are the carriers of our foreign trade, 
and the chief reserve for our Navy. The crimp is the conduit through 
which the first may be sabotaged, the second subverted. The crimp 
is the tool of Communists, the crutch of the incompetent. It is as 
intolerable that he should be permitted to select personnel for the 
merchant marine as that he should recruit for the Armed Forces. 

The subcommittee has evidence that, in sharp distinction from the 
crimp, there are private shipping masters of high integrity who doubt- 
less perform a useful and valuable service. 

The subcommittee feels that it is of the utmost importance that an 
exhaustive investigation be made of employment practices in the 
maritime industry, so that Congress can wisely and intelligently 
legislate with respect to this matter of paramount importance to the 
national economy and defense. Ways and means must be found to 
ferret out and eradicate the crimp, to stabilize and promote whole- 
some and efficient maritime hiring practices, and thereby to help 
insure the existence of a strong, healthy, competent merchant marine. 
Therefore, the subcommittee recommends to the Senate Committee 
on Labor and Public Welfare that such an investigation be under- 
taken at an early date. 


3. Company unionism in the tanker industry 


At the subcommittee hearings, Mr. Hall charged that, in addition 
to Cities Service, company-dominated unions have been imposed 
upon their licensed and unlicensed marine employees by Standard 
Oil Co. of New Jersey (Esso), Socony-Vacuum Oil Co., Tide Water 
Oil Co., and other oi! companies which operate tankers (pp. 49-58). 
Many of Hall’s allegations have been substantiated by the subcom- 
mittee’s investigations. Affidavits and other evidence in the files of 
the subcommittee strongly indicate that many of the so-called unions 
now purporting to represent east coast oil tanker employees were, in 
their inception, organized with the help and for the benefit of the 
employers, and ever since have continued to be company-dominated. 
The subcommittee is strongly of the opinion that its investigation of 
company unionism in the oil tanker industry ought to be completed. 

Company unionism, of course, is a violation of section 8 (a) of the 
Labor-Management Relations Act of 1947. Even more important, 
it is an obstacle to the development of healthy, democratic collective 
bargaining and, in the language of the act, will “lead to strikes and 
other forms of industrial strife or unrest, which have the intent or the 
necessary effect of burdenimg or obstructing commerce * * *” 
(sec. 1). Such industrial strife in the oil tanker industry, even in 
peacetime, would constitute a major emergency. In the present 
state of international disturbance it would seriously imperil our na- 
tional safety. 

If company unionism exists in the tanker industry on the scale 
indicated, it is deeply intrenched and would be impregnable against 
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the organizational efforts of legitimate unions. In the face of well- 
financed and coordinated opposition from the company and company 
union, armed as they may be with the deadly weapons of espionage, 
collusive hiring, and crimp shops, it is inconceivable that any legiti- 
mate union could ever make effective inroads and raise a question of 
representation cognizable by the Board. In such circumstances the 
Board is without power to act on its own motion. Thus it is possible 
that a company union, once it had obtained certification under false 
pretenses, could by superficial compliance therewith use the Labor- 
Management Relations Act as a shield behind which to perpetrate 
continuing violations of the act’s basic provisions. 

Here is a situation which requires thorough investigation, and, if 
it is what it seems, relentless exposure. The subcommittee therefore 
recommends to the Senate Committee on Labor and Public Welfare 
that an exhaustive investigation be made of alleged company unionism 
in the oil-tanker industry. 

James E. Murray. 
Lister HI... 
Matruew M. NEELY. 
Paut H. Dovatas. 
Husert H. Humpurey. 
Herpert H. Leaman. 
JoHN QO. PAsToRE. 
Georce D. AIKen. 
Wayne Morse. 








INDIVIDUAL VIEWS OF MR. TAFT IN WHICH MR. SMITH 
OF NEW JERSEY, MR. IVES, AND MR. NIXON CONCUR 


As a member of the subcommittee I was unable to attend the 
hearings covering the charges against the Cities Service Corp. of 
Pennsylvania, but I have reviewed the evidence and read the report 
prepared by the staff for the subcommittee. 

I condemn the action of the marine division of this subsidiary of the 
Cities Service Corp., first, in attempting to defeat the efforts of its em- 
ployees to organize, and second, in various other unfair labor practices 
in which it indulged, and I condemn these as strongly as do the major- 
ity members of the committee. However, it is reasonably clear that 
all these practices were made unfair labor practices by the Taft- 
Hartley Act, and that that law gave the union a remedy against these 
illegal actions. Most of the testimony presented to the subcommittee 
had been previously presented in a hearing conducted by the National 
Labor Relations Board. The Board’s order has now also become the 
order of the United States Circuit Court of Appeals for the Second 
Circuit, which is attached hereto as an exhibit to this comment. I 
believe the order demonstrates the adequacy of the Taft-Hartley Act 
to remedy every unfair labor practice described in the subcommittee 
hearings and condemned by the subcommittee report. 

I agree with the majority that the length of time required to obtain 
certification of the union in this case was highly unreasonable, but it 
should be pointed out that the NLRB has been making progress in 
speeding up its processes for obtaining certification. The Taft- 
Hartley Act added two members to the Board, and in the Senate 
amendments considered last year the Labor and Public Welfare Com- 
mittee of the Senate recommended two additional members. In 
1946, while operating under the Wagner Act, the average time from 
filing election petition to Board direction of election was 146 days. 
In 1950, operating under the Taft-Hartley Act, this average had been 
reduced to 111 days. I have always favored a more liberal appro- 
priation to give the Board more personnel to speed up its proceedings. 
Also, if the House had adopted the amendment which we adopted 
last vear in the Senate eliminating the necessity for elections on the 
closed-shop issue, these representation elections might perhaps be 
speeded up. 

In general, I do not quite see the value in reviewing the history of 
labor disputes which have been dealt with satisfactorily by the law 
and in which labor relations are at the moment on a satisfactory basis. 
Bad as were the practices of the Cities Service Co., it has discharged 
the attorney alleged to be responsible for most of the unfair practices, 
has entered into a contract with the union, and agreed to the consent 
decree in the United States court of appeals referred to above. 

The only suggestion for legislation relates to labor espionage. 
This raises the whole question whether we should perhaps make crim- 
inal offenses of many of the actions designated as unfair labor practices 
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in the Taft-Hartley Act. If we are going into that field, it seems to 
me that the action should be bilateral and deal with the unfair labor 
practices of labor unions as well as those of employers. 

The staff report states that there is evidence of company-dominated 
unionism in the entire oil tanker industry and widespread existence of 
labor espionage. I have not been able to find any such evidence in 
the printed hearings, except some general observations by an officer of 
the union involved. These observations were not substantiated, nor 
was any opportunity given to the employers to answer them. In 
any event, [ see no reason to suppose that if these unfair labor prac tices 
are being engaged in, they cannot be dealt with under the Taft- 
Hartley Act as in the case of the Cities Service Co. 


In THE UNITED States Court or APPEALS FOR THE SECOND CIRCUIT 


It is hereby ordered, adjudged, and decreed that the Company, Cities Service 
Oil Company of Pennsylvania (Marine Division), its officers, representatives 
agents, successors and assigns shall: 

1. Cease and desist from: 

a) Interrogating its employees concerning their union affiliations; 

b) Warning its emplovees to refrain from assisting, becoming members of or 
remaining members of the Seafarers International Union of North America, 
A. F. of L., or any other labor organization; 

c ve rning its employees to assist, become members of or remaining members 
of the Citeco Tanker Men’s Association, or any other labor organization; 

d Making promises of benefit to its emplovees to cause them to join or assist 
the Citco Tanker Men’s Association, or any other labor organization; 

e) Threatening its emplovees with discharge or other reprisals if they join or 
assist the Seafarers International Union of North America, A. F. of L., or any 
other labor organization, or refuse to join or assist the Citco Tanker Men’s Asso- 
ciation, or anv other labor organization; 

f) Interfering with the circulation of union literature and engaging in the 
destruction of union literature for the purpose of discouraging membership in 
Seafarers International Union of North America, A. F. of L., or any other labor 
organization, or encouraging membership in the Citeco Tanker Men’s Association 
or any otl er labor organization: 

(g) Keeping under observation and surveillance the meeting places, meetings 
and activities of the Seafarers International Union of North America, A. F. of 
L., = any other labor organization, or the concerted activities of its emplovees 
for the purpose of self-organization or improvement o working conditions; 

h) Engaging in espionage over the activities of the Seafarers International 
Union of oe America, A. F. of L., or any Sthed labor organization, or the 
concerted activities of its employees for the purpose of self-organization or im- 
provement of working conditions; 

(i) Restricting and interfering with the use of the radio facilities of its vessels 
by its employees for the purpose of discouraging membership in the Seafarers 
International Union of North America, A. F. of L., or any other labor organization; 

j) Conducting polls of its employees to determine whether they desire a rotary 
vacation ple un or any other condition of employment without the prior agreement 
of the collective-bargaining re presentative of its a . 

k) In any other manner engaging in any threats or acts of violence, intimidation 
or reprisal, or making any promise of benefits to or iti any manner restraining or 
coercing its emplovees in the exercise of their right to self-organization, to form, 
join, or assist labor organizations, to bargain collectively through representatives 
of their own choosing, and to engage in other concerted activiiics for the purpose 
of collective bargaining, or other mutual aid or protection, and to refrain from any 
or all such activities as guaranteed in Section 7 of this Act; 

1) Dominating or interfering with the administration of Citeo Tanker Men’s 
\ssociation, or with the formation or administration of any other labor organiza- 
tion of its employees, or from contributing support to Citeco Tanker Men’s Associ- 
ation, or to any other labor organization; 

m) Eneouraging membership in Citeo Tanker Men's Association or any other 
labor organization of its employees by refusing to hire or by discharging or refusing 
to reinstate any of its employees, or in any other manner discriminating in regard 
to hire or tenure of employment, or any other terms or conditions of employment, 
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because of nonmembership in or refusal to engage in activitv on behalf of any such 
labor organization; 

(n) Discouraging membership in Seafarers International Union of Nort] 
America, A. F. of L., or any other labor organization of its emplovees by refusing 
to hire or by discharging or refusing to reinstate any of its emplovees or in an) 
manner discriminating in regard to hire or tenure of employment, because of 
membership in or activity on behalf of any such labor organizatior 

(0) Refusing to bargain collectively with the Seafarers International Union 
of North America, A. F. of L., by making the withdrawal of charges filed with the 
National Labor Relations Board a condition precedent to the signing of a collec- 
tive bargaining agreement; 


(p) Refusing to bargain collectively with the Seafarers International Union 
of North America, A. F. of L., or its representatives as the exclusive representative 
of all of its employees in the bargaining units described below, with respect to 
rates of pay, hours of employment, or other conditions of employment rhe 
bargaining unit, consisted of unlicensed personnel of 16 vessels including deck ar 
engine employees, machinists and pump men, but excluding stewards, boatswains, 


pursers, radio operators, and supervisors as defined in the Act. 

2. Take the following affirmative action to effectuate the policies of the Natio ral 
Labor Relations Act: 

(a) Withhold all recognition from Citeo Tanker Men’s As 
representative of any of its employees as defined in Section 2 (3) of the Aet, for 
the purpose of dealing with the Company with respect to grievances, wages, hours 
of employment, or any other terms or conditions of employment 

(b) Completely disestablish Citeo Tanker Men’s Association as the represent- 
ative of any of its employees within the meaning of Seetion 2 (3) of the Act for 
the purpose of dealing with the Company with respect to grievances, labor dis- 
putes, wages, rates of pay, hours of employment, or other conditions of employ- 
ment, and not recognize it or any successor thereto for any of the above purposes ; 

(c) Offer to those emplovees listed in ‘‘Appendix B’’ immediate and full rein- 
statement to their former or substantially equivalent positions without prejudice 
to their seniority and other rights and privileges; 

d) Offer to those individuals named in Appendix C immediate employment in 
the positions in which they would have been employed had the Company not 
discriminated against them, or in substantially equivalent positions; 

e) Make whole the employees named in Appendix B for any loss of pay 
they may have suffered by reason of the discrimination against them by payment 
to each of them of a sum of money equal to that which would have been earned as 
wages from the dates of their respective discharges, to the dates of the Company’s 
offer of reinstatement, less their net earnings during such periods; 

(f) Make whole the employees named in Appendix C for any loss of pay they 
may have suffered by reason of the discrimination against them by payment to 
each of them of a sum of money equal to that which would have been earned as 
wages from the date of the respective refusals to hire to the date of the Company’s 
offer of employment, less their net earnings during such periods; 

(g) Upon request, bargain collectively with the Seafarers International Union 
of North America, A. F. of L., as the exclusive representative of all of its employees 
in the bargaining unit described below with respect to rates of pay, wages, hours 
of employment, or other conditions of employment. The bargaining unit consists 
of the Company’s unlicensed personnel aboard 16 vessels including deck and en- 
gine employees, machinists and pumpmen, but excluding stewards, boatswains, 
pursers, radio operators, and supervisors as defined in the Act. 

(h) Post in conspicuous places in its Seamen’s Rooms at 70 Pine Street, New 
York, New York, the offices of all shipping agents of the Company, and aboard all 
vessels operated by the Company, including all places where notices to employees 
are customarily posted, copies of the Notice attached hereto and marked ‘ Ap- 
pendix D.’”’ Copies of said Notice, to be furnished by the Region Director for 
the Second Region of the Nationa! Labor Relations Board (New York, N. Y.), 
shall, after being duly signed by a representative of the Company, be posted im- 
mediately upon receipt thereof and maintained by them for a period of sixty (60 
consecutive days thereafter. Reasonable steps shall be taken by the Company 
to insure that said Notices are not altered, defaced, or covered by any other 
material; 

(i) Notify the Regional Director for the Second Region of the National Labor 
Relations Board (New York, New York), in writing, within ten (10) days from the 
date of this Decree what steps the Company has taken to comply herewith. 
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r. KEFAUVER, from the Special Committee To Investigate Organized 
~— ° . ° . 
‘rime in Interstate Commerce, submitted the following 


—— 


REPORT 


{To accompany 8. Res. 65] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce finds that the inv estigation which it is conducting 
pursuant to Senate Resolution 202 (SIst Cong., 2d sess.) is being 
seriously obstructed by the inability of its staff, the inability of peace 
officers, and the inability of the Sergeant at Arms of the Senat: to 
serve the committee’s subpenas on various persons whose testimony 
is relevant and material to its inquiry. 

The committee finds as a matter of fact that there is reasonable 
cause to believe, and does believe, that each of the persons whose 
names and last-known addresses are set out below is significantly 
and prominently engaged in, associated with, or has information 
pertinent to organized criminal activities which utilize the facilities 
of interstate commerce and operate in interstate commerce in further- 
ance of transactions which are in violation of the laws of the United 
States or of one or more of the several States. The committee finds, 
as a matter of fact, that these persons have in their possession informa- 
tion of a material nature pertaining to such organized crime, which 
information this committee must obtain in order properly to discharge 
its duty under the terms of Senate Resolution 202. 

The committee further finds, as a matter of fact, that there is reason- 
able cause to believe and does believe that these witnesses are aware 
of the fact that the committee is seeking their testimony and presence 
and have left their usual residences and places of business and gone 
into hiding, or have left the United States in the hope that the com- 
mittee’s investigation and authorization will come to an end before 
they can be served and thus required to testify. 

The committee has issued subpenas for these witnesses and through 
the efforts of its own staff has diligently sought to have the subpenas 
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served. The press, radio, and other public means of communication 
have carried widespread stories that these persons were evading the 
committee’s subpenas. Intensive efforts have been made by peace 
officers of many States deputized for this purpose to locate these 
persons and serve the committee’s subpenas upon them. Members 
of the families and business associates of these persons have been 
interrogated as to their whereabouts. In addition, the assistance of 
the United States marshals, sheriffs, and officials of local and State 
police departments have been sought and they have cooperated in 
endeavoring to serve such persons. The committee believes that none 
of these persons could reasonably claim that they were unaware of 
the committee’s purposes in attempting to obtain their testimony. 

In addition to the diligent efforts described, subpenas calling for the 
appearance of these persons were handed to the Sergeant at Arms of 
the Senate on December 26, 1950, and January 3, 1951, upon the 
policy recommendation of the Judiciary Committee of the Senate, and 
he was asked to use all the facilities at his command to effectuate 
service. The Sergeant at Arms of the Senate by letter or by telegram 
on January 15, 1951, and January 18, 1951, has informed the chairman 
of the committee that he has been unable to effect service upon these 
persons and that he believes a number of them to be outside the 
United States. As stated, the fact that these persons are wanted as 
witnesses by the special committee and that all of the above efforts 
to effect service upon them have been frustrated has been given very 
wide publicity through the channels of public information and is at 
this point a matter of widespread knowledge. The committee 
believes that there is no reasonable explanation for the disappearance 
of these persons from their usual places of abode other than that it is 
their intention to remain in hiding and thus frustrate and defy the 
committee and, through it, the Senate of the United States. 

The committee, therefore, after careful consideration has concluded 
that it should take every lawful step at its command to compel the 
attendance of these witnesses before it, or at the bar of the Senate 
if this committee has expired under the law before they can be found, 
or before such appropriate standing committee as the Senate may 
designate. The committee, therefore, has concluded that warrants of 
arrest to secure the appearance of these persons before the committee 
or before the Senate are both necessary and proper. Warrants are 
proper because despite diligent search these persons cannot be found 
and are necessary in order that the committee may fulfill its task 
under the terms of the Senate Resolution 202. 

The committee, after careful consideration, has concluded that 
warrants of arrest are proper under the Constitution and are in 
accordance with the precedents of the eee under these circum- 
stances (McGrain v Daugherty, 2 273 U.S. 135 (1927); Barry v. U.S. 
ex rel. Cunningham, 2 279 U. S. 597 (i999)) and the committee has 
endeavored to follow the poner ssevamndeatiie of the Judiciary 
Committee in its report to the Senate of December 1950. 

The committee therefore recommends that the Senate authorize and 
direct the President of the Senate to issue warrants commanding the 
Sergeant at Arms of the Senate, or such persons as may be deputized 
by him. to take into custody the following persons in accordance with 
Senate Resolution 65: 
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Rocco Fischetti, alias Ralph Fisher, 3100 North Sheridan Road, 
Chicago, II. 

Charles Fischetti, alias Charles Fisher, Dr. Charles Fisher, Charles 
Brown, and Ralph Fields, 3100 Sheridan Road, Chicago, Ill., or 6471 
Allison Road, Miami, Fla. 

Murray Llewellyn Humphreys, 7710 Bennett Avenue, Chicago, III. 

Jacob Guzik, 7240 Louella Avenue, Chicago, III. 

William G. O’Brien, 600 Southwest Twenty-first Road, Miami, Fla. 

John Angersola, alias King, 4431 Alton Road, Miami, Fla. 

Moe Dalitz, alias Davis, 400 Parkview Drive, Detroit, Mich. 

Samuel T. Haas, 17600 Parkland Drive, Shaker Heights, Ohio. 

Morris Kleinman, 12701 Shaker Boulevard, or 2881 East Overlook 
Road, Cleveland, Ohio. 

Louis Rothkapf, alias Rhody, Bainbridge Road, South Chagrin 
Falls, Ohio, or Room 803, Hollenden Hotel, Cleveland, Ohio. 

Samuel “Gameboy” Miller, 4646 Pinetree Drive, Miami Beach, 
Fla. 

Morris ““Mushy” Wexler, 1635 Ivydale Avenue, Cleveland, Ohio. 

Samuel Tucker, Desert Inn, Las Vegas, Nev. 

George Angersola, alias King, 936 East Eighty-fifth Street, Cleve- 
land, Ohio. 

John Croft, Yorkshire Club, Newport, Ky. 
James Brink, Lookout House, Covington, Ky. 
Louis Levinson, Flamingo Club, Newport, Ky. 


O 
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Mr. Krav vER, from the Special Committee To Investigate Organized 
-€'rime in Interstate Commerce, submitted the following 


ee REPORT 


< 


{To accompany 8S. Res. 66] 


The Special Committee To Investigate Organized Crime in Interstate 
Commerce as created and authorized by the United States Senate 


by 
Senate Resolution 202, Eighty-first Congress, 


second session, caused 


to be issued a subpena to Joseph Aiuppa alias Anton Palunas alias 
Joey O’Brien, of Cicero, Ill. The said subpena directed Joseph Aiuppa 
to be and appear before the said committee forthwith, at their commit- 
tee room, 900 HOLC Building, First and Indiana Avenue NW., Wash- 
ington, D. C., then and there to testify touching matiers of inquiry 
committed to said committee and not to depart without leave of said 


committee. The date of issuance of the subpena was the 26th day of 


August 1950. Attendance pursuant to said subpena was had on 
January 19, 1951, at Cleveland, Ohio, in United States Court, room 312, 
Federal Building, at which time the witness appeared. The subpena 
served upon said Joseph Aiuppa is set forth as follows: 


Unirep States or AMERICA 
CONGRESS OF THE UNITED STATES 

To ANTON PALUNAS, ALIAS JOSEPH AIUPPA, ALIAS JOEY O’Brien, Greeting 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on forthwith, 1950, at their commit- 
tee room, 900 HOLC Building, First and Indiana Avenue NW., Washington, D. C 
then and there to testify what vou may know relative to the ub ject matters under 
consideration by said committee, and bring with you: 

1. All ledgers, vouchers, canceled checks, check stubs, | 
statements, financial statements, notes, copies of tax returns, records of a 
receivable and pavable, and eee f cash receipts and d 


lisbursements, for the 
period from January 1, 1940, to da 
2. 


unk deposit slips } 


», DANK 


ecounts 


All books, records, or other a uments showing owne rship ¢ 
or interest in any business company or ente — e. orin em 
or intangible, for the period from January 1, 1940 


f, or other hol gv 
‘tv, rec! persons a 
<a date: 
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3. All correspondence relating to the subject matter referred to in paragraph 2 
hereof, for the period from January 1, 1940, to date. 


Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


PND Facet le Pe ee de to serve and return. 
Given under | my hi and, by order of the committee, this 26th day of August, 
the year of our Lord one thousand nine hundred and fifty. 


Estes KEFAUVER, 
Chairman, Committee on Senate Committee To Investigate 

Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Daniel McCain, who was duly authorized to serve the said 
subpena. The return of the service by the said Daniel McCain, being 

endorsed thereon, is set forth as follows: 

NoveMBER 8, 1950. 
I made service of the within subpena by personal service on the within-named 
Anton Palunas, alias Joseph Aiuppa, alias Joey O’Brien, at in front of his home, 


1836 S. 58th Avenue, Cicero, Illinois, at 8 o’clock p.m., on the Eighth day of 
November, 1950. 


DanieEL I. McCain. 


The said Joseph Aiuppa, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, E ichty- first Congress, 
second session. Joseph Aiuppa having appeared as a witness and 
having been asked questions, which questions were pertinent to the 
subject matter under inquiry, made answers as appeared in the rec- 
ords of the hearing on January 19, 1951, at United States Courtroom 
312, Federal Building, Cleveland, Ohio, which record is annexed 
hereto and made a part hereof and designated annex I. 

As a result of said Joseph Aiappa’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance with the 
terms of said subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Joseph Aiuppa per- 
tinent to the subject matter which under Senate Resolution 202, 
EKighty-first Congress, second session, the said committee was in- 
structed to investigate, and the re fusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was directed to appear and answer pertinent questions to 
the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpecraL ComMiItTrEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 3, 1951 


The committee héld an exerutive session. There were present Senators 
Kefauver, Wiley, and Hunt. 

it was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be and hereby is authorized at his discretion to appoint 





—— 


? 
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one or more subcommittees of one or more Senators, of whom one member shall 
be a quorum for the purpose of taking testimony and all other committee acts, 
to hold hearings at syich time and places as the chairman might designs 
furtherance of the committee’s investigations of organized crime in the vicinities 
of the cities of Cleveland, Ohio, and Detroit, Mich. 





Estes Kerauver, Chairman 
ALEXANDER WILEY. 
LEsTER C. Hunt 


In accordance with the resolution of January 3, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses and to 
hear testimony at Cleveland, Ohio, on January 17 through 19, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpeciaL Commirree To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 29, 1951 


The committee met at 3 p. m., in the Senate District Room, United States 
Capitol. There were present the chairman and Senators O’Conor, Hunt, Wiley, 
and Tobey. The chairman presented to the committee the minutes of the 
committee meeting of January 19, 1951, together with a resolution made on 
January 3, 1951. The chairman stated to the committee that the chairman had 
designated a subcommittee to hear continued testimony in connection with 
organized crime in the city of Cleveland, Ohio, pursuant to the resolution of 
January 3, 1951, the subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subeom- 
mittee meeting of January 19, 1951, held in courtroom 312, Federal Building, 
Cleveland, Ohio. 

The chairman stated to the committee that the witness, Joseph Aiuppa, 
repeatediy, consistently, and arbitrarily had refused to answer questions put to 
him throughout counsel and chairman’s examination of said witness on January 
19, 1951, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 


for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 
Therefore, upon motion of Senator O’Conor, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, 
for its immediate action, a resolution requiring the United States attorney r 


the Northern District of Ohio to proceed against the said Joseph Aiuppa in the 
manner and form provided by law. 


ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unitep Strates SENATE, 
SPectAL ComMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Cleveland, Ohio, January 19, 1951. 
The committee met, pursuant to adjournment, at 9:45 a. m., in room 318, 
Federal Building, Senator Estes Kefauver (chairman) presiding. 
Present: Senator Estes Kefauver. 


Also present: Rudolph Halley, chief counsel; Joseph L. Nellis, assistant counse 
George S. Robinson, associate counsel: John MeCormick. investigator. 

The CHarirmMan. The committee will come back in session. I regret this 
difficulty but we asked this witness to come here from Chicago and apparently 
he has been here all day and we just didn’t find out about it somehow. 

Mr. Aiuppa, do you solemnly swear the testimony you wil! give this committee 


will be the truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Aruppa. I do. 
The CuatrMan. All right, Mr. Robinson. 
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Mr. Ropinson. State your full name please, Mr. Aiuppa. 

Mr. Atuppa. Joseph Aiuppa. 

Mr. Ropinson. Where do you live, Mr. Aiuppa? 

Mr. Atuppa. 1836 Fiftv-eighth Avenue, Cicero, II. 

Mr. Rosinson. Mr. Aiuppa, do you have a place in Wisconsin? 

Mr. Aruppa. Gentlemen, I must stand on my constitutional rights. I will 
refuse to answer all questions on the grounds it may tend to incriminate me. 

Mr. Roprnson. The specific question is, Mr. Aiuppa, Whether you have a 
place in Wisconsin? 

Mr. Atuppa. I refuse to answer on my constitutional rights. 

The CuarrMan. Well, Mr. Aiuppa, the chairman directs you to answer that 
question, 

Mr. Aruppa. I refuse to answer that question for it may tend to incriminate me. 

Mr. Rorninson. How old are you, Mr. Aiuppa? 

Mr. Aruppa. I refuse to answer. 

Mr. Ropinson. You refuse to answer how old you are? 

Mr. Aruppa. I refuse to answer all questions. 

The CHarrRMAN. Anyway, the chairman directs you to answer. Let me make 
it plain to you. We are just trying to get some facts and information for a 
Senate report, Mr. Aiuppa. This is not a court, you are not on trial for anything, 
and we want to treat you fairly but, of course, we are not going to get along very 
well if you won’t even tell us where you live and how old you are. 

Go ahead, Mr. Robinson. 

Mr. Rorirnson. Mr. Aiuppa, you are a partner, are you not, with R. J. Ansone, 
Claude Maddocks or John ‘“‘Secrewy”’ Moore, and Harry Miler, and Ray Johnston 
in Taylor & Co.; isn’t that true? 

Mr. Arupra. I stand on my constitutional rights. 

The CHatRMAN. Wait a minute. Do you refuse to answer? 

Mr. Aruppa, On the grounds it may tend to incriminate me. 

The CuarrMAN. Well, the chairman directs you to answer that question. Do 
you refuse? 

Mr. Aiuppa. I still refuse, Senator. 

The CHarRMAN, Next question, 

Mr. Roxsinson. Do you refuse on the ground it may tend to incriminate you 
or that it would tend to incriminate you? 

Mr. Arvppa. It may tend to incriminate me. 

Mr. Ropinson. Mr. Aiuppa, what is the business of Taylor & Co.? 

Mr. Arvuppa. I refuse to answer on the grounds it may tend to incriminate me. 

Mr. Ropinson. Taylor & Co. is a legitimate business, isn’t it? 

Mr. Arvuppa. I refuse to answer it, sir. 

Mr. Rospinson. Doesn’t Tavior & Co. 

The CHAIRMAN. You are ordered to answer. 

Mr. Roprnson. Doesn’t Taylor & Co. manufacture gambling equipment and 
dice, crap tables, roulette wh« els? 

Mr. Aruppa. I stand on my constitutional rights. 

The CHarrRMAN. You are ordered to answer that question. 

Mr. Aruppa. I refuse to answer that question. 

Mr. Rostnson. Do you know R. L. O’ Donnell? 

Mr. Aruppa. I stand on my constitutional rights. } 

The CuarrMan. You are ordered to answer that question, too. Do you 
refuse? 

Mr. Arurpa. I refuse to answer upon the same grounds. 

Mr. Rorinson. Do you know Anthony Accardo? 

The CHarRMAN. What is your answer? 

Mr. Aruppa. Refuse to answer. 

The CHarRMAN. You are ordered to answer. 

Mr. Arvuppa. I stand on my constitutional rights. 

Mr. Rorsinson. Do you know Tony Capezio? 

Mr. Aruppa. My answers is all the same 

The Cuarrman. Do you know him or not? And will you answer the question 
or not? 

Mr. Arvppa. I stand on my constitutional right. 

The CHarrMAN. The chairman orders you to answer the question, Mr. Aiuppa. 

Mr. Aruppa. I refuse to answer. 

Mr. Hauuey. Where were you born? 

Mr. Aruppa. I refuse to answer that question. 

Mr. Hauuey. Are you married? 
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Mr. A1tuppa. Refuse to answer that on the same grounds. 

Mr. Hauiey. Do you have any children? 

Mr. Atuppa. Still refuse to answer on the same grounds. 

Mr. Hauuey. Where is your residence? 

Mr. Aruppa. I answered that question. 

Mr. Hatiey. Where is it? 

Mr. Aruppa. I refuse to answer on the same grounds. I have answered it 
once. 

Mr. Hatuey. Do you have aresidence? Mr. Aiuppa, do you have a residence? 
Do you have a legal residence in any particular State? 

(No response.) 

Mr. Ha.uey. It is a simple enough question. 

The CHatrRMAN. Do you or not, Mr. Aiuppa? If you won’t answer, just say 
that you refuse to answer. 

Mr. Hauuey. Let the record show that the witness has made no answer what- 
soever of any kind but stands mute. Mr. Chairman, will you direct the witness 
to answer? 

The CHAIRMAN. You are directed to answer those questions, the last question 
and the previous questions. 

Mr. Atuppa. My answer is the same. I refuse. 

Mr. Rorinson. Mr. Aiuppa, did you at one time operate a handbook and pool 
room at 4831 West Cermac Road? 

The CHAIRMAN. What is your answer, Mr. Aiuppa? 

(No response.) 

The CHarrRMAN. If you refuse to answer, just tell us you refuse to answer so 
we will know there is no use of sitting here. 

(No response.) 

The CHatRMAN. What is your answer, sir? 

(No response.) 

Mr. Hau.iey. Let the record show that the witness just sits there mute, chewing 
gum, saving nothing. 

Mr. Rorinson. And in 1943, Mr. Aiuppa, was the total amount wagered at 
that handbook approximately $400,000? 

No response.) 

The CHaiRMAN. Did you operate a handbook, Mr. Aiuppa? 

(No response.) 

The CHAIRMAN. Will you answer yes or no or say that you refuse to answer? 

(No response.) 

The CuHarrRMaANn. Well, let the record again show that Mr. Aiuppa just sits and 
refuses to answer the question one way or another or say anything at all. 

Mr. Rosinson. Did you operate in 1947, Mr. Aiuppa, a handbook at the same 
address at which the total amount wagered was approximately $1,900,000? 

(No response.) 

The CHAIRMAN. Will you answer, Mr. Aiuppa? 

(No response.) 

Mr. Ropinson. In that year, Mr. Aiuppa, did your handbook receive its wire 
service from the R. & H., Publishing Co.? 

(No response.) 

The CuartrmMan. Let the record show the witness refuses to say anything. 

Mr. Ropinson. Mr. Aiuppa, what is the Greyhound Recreation? 

No response.) 

The CHarRMAN. Again let the record show the witness is mute. 

Mr. Rosrnson. What is the total volume of business done by the Taylor & 
Co., Mr. Aiuppa? 

(No response.) 

The CHatrRMAN. Let the record show the witness is mute. 

Mr. Ropinson. Would you say that 

The CHatrrMan. I don’t think there is much use, Mr. Robinson, of going on 
with this witness. 

Mr. Aiuppa, you are continued under subpena of this committee without addi 
tional subpena having to be served on you. 

Mr. Ropinson. May I ask one more question? 

The CuarrMan,. All right. 

Mr. Rosinson. Mr. Aiuppa, at the time you entered into the partnership with 
Claude Maddocks, did you have any knowledge of his criminal record? 

(No response.) 

Mr. Ropinson. Do you know James Attude? 
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(No response.) 

The CHartrRMAN. Let the record show to those questions he is remaining mute. 
Well, Mr. Aiuppa, you are just not going to answer any questions, is that your 
idea? 

(No response.) 

The CHAIRMAN. Let the record show in answer to that he remains mute. 

I think I might call your attention to the fact that each proper question you 
refuse to answer I hope will be adjudged to be a separate offense, but you still 
refuse to answer any questions? 

(No response.) 

The CHAtRMAN. Let the record show he refuses to say anything whatsoever, 
that Mr. Robinson, and Mr. Halley, and Mr. Nellis are present. 

You remain under a subpena and we will take whatever action we can to see 
that you don’t get by with this contemptuous attitude toward a committee of 
the United States Senate, Mr. Aiuppa. That will be all. 


ANNEX IT 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with 
reference to the contempts committed by Joseph Aiuppa, alias Anton 
Palunus alias Joey O’Brien: 

JANUARY 29, 1951. 


MEMORANDUM TO SENATOR Estes KEFAUVER, CHAIRMAN, RE CONTEMPT OF 
JosepH Aruppa (S. Res. 66) 


I have examined the record of the testimony of Joesph Aiuppa in addition to 
hearing it at the time it was given, and it is my opinion, which has previously been 
conveyed to the committee, that the refusal by Joseph Aiuppa to answer questions 
was contemptuous of the United States Senate and its Special Committee To 
Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the com- 
mittee’s legal staff, I have advised the committee and now certify that the con- 
tempts complained of are, in my opinion, punishable as a matter of law. In those 
instances where the witness asserted a claim of privilege, it is my opinion that the 
claim was not made in good faith inasmuch as there was no reasonable relation- 
ship between the questions asked and a line of proof which might incriminate the 
witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 


tupoOLPH HALLEY, 
Chief Counsel. 


O 
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[To accompany 8. Res. 67] 


The Special Committee To Investigate Organized Crime in Interstate 
Commerce as created and authorized by the United States Senate by 
Senate Resolution 202, Eighty-first Congress, second session, caused to 
be issued a subpena to Joseph DeCarlo alias ‘The Wolf”’ alias Di- 
Carlo, of Youngstown, Ohio. The said subpena directed Joseph Di- 
Carlo to be and appear before the said committee forthwith, at room 
532, Federal Building, Cleveland, Ohio, then and there to testify touch- 
ing matters of inquiry committed to said committee and not to depart 
without leave of said committee. The date of issuance of the subpena 
was the 15th day of December 1950. Attendance pursuant to said 
subpena was duly postponed to January 19, 1951, at 10 a. m., at which 


time the witness appeared. The subpena served upon said Joseph 
DiCarlo is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Josern DeCarto, Auras “THe Wotr,” Attas DiCarto, 1950 Volney Road, 
Youngstown, Ohio, Greeting: 

Pursuant to lawful authority, vou are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on forthwith, 1950, at their com- 
mittee room, 532 Federal Puiiciing, Cleveland, Ohio, then and there to testify 
what you may know relati ‘he subjeet matters under consideration by said 
committee. And bring wit! » ‘nh documents, papers, records, books of ac- 
count, books of records, tax records, memorandum, or any other document or 


paper relating to your fi '/or business activities or dealings for the years 
1945 to date. : 


Hereof fail not, as vo i r your default under the pains and penalties 
in such cases made and vided, + 
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eC x. neg serve and return. 
Given under my hand, bv order of the committee, this 15th day of December, 
in the year of our Lord 19: 50. 


Estes KEFAUVER, 
Chairman, Committee on Senate Committee To Investigate 
Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by William T. Fitzgilihan, who was duly authorized to serve 
the said subpena. The return of the service by the said William T. 
Fitzgilihan, being endorsed thereon, is set forth as follows 


DecEeMBER 30TH, 1950. 

I made service of the within subpena by reading the contents and serving same 
to the within-named Joseph DeCarlo, alias DiCarlo, at the Statler Hotel in 
room 1338, Buffalo, New York, at 9:10 o’clock a. m., on the 30th day of Decem- 
ber 1950. 


Wma. T. FirzGivinAn. 
Witness: 


Wan. TuRNBULL. 

The said Joseph DiCarlo, pursuant to said subpena and in com- 
pliance therewith, appeared before the said committee to give such 
testimony as re equired by virtue of Senate Resolution 202, Kighty- 
first Congress, second session. Joseph DiCarlo having appe ared as a 
witness and having been asked questions, which questions were perti- 
nent to the subject matter under inquiry, made answers as appeared 
in the records of the hearing on January 19, 1951, at United States 
courtroom 312, Federal Building, Cleveland, Ohio, which record is 
annexed hereto and made a part hereof and designated ‘Annex I.”’ 

As a result of said Joseph DiCarlo’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance with the 
terms of said subpena served upon this witness 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Joseph DiCarlo 
pertinent to the subject matter which under Senate Resolution 202, 
EKighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I is a violation of the subpena under 
which the witness was directed to appear and answer pertinent ques- 
tions to the subject under inquiry, and his persistent and illegal refusal 
to answer the aforesaid questions deprived the committee of nec essary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpeciaL Commitree To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 3, 1951 


The con m'ttee held an executive session. There were present Senators 
Kefauver, V i.ey, and Hunt. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be and hereby is authorized at his discretion to appoint 
one or more subcommittees of one or more Senators, of whom one member shall 
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be a quorum for the purpose of taking testimony and all other committee acts, to 
hold hearings at such time and places as the chairman might designate in furthers 
ance of the committee’s investigations of organized crime in the vicinities of the 
cities of Cleveland, Ohio, and Detroit, Mich. 

Estes KEFAUVER, Chairman. 

ALEXANDER WILEY. 

Lester C, Hunt. 


In accordance with the resolution of January 3, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses and to 
hear testimony at Cleveland, Ohio, on January 17 through 19, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 29, 1951 


The committee met at 3 p. m., in the Senate District room, United States 
Capitol. There were present the chairman and Senators O’Conor, Hunt, Tobey, 
and Wiley. ‘The chairman presented to the committee the minutes of the com- 
mittee meeting of January 19,1951, together with a resolution made on January 3, 
1951. The chairman st»ted to the committee that the chairman had designated 
a subcommittee to hear continued testimony in connection with organized crime 
in the cit’ of Cleveland, O‘:io, pursuant to the resolution of January 3, 1951, the 
subcommittee consisting of the e>sirman. 

Tice c airman then presented to the committee the minutes of said subcom- 
mittee meeting of January 19, 1951, held in courtroom 312, Federal Building, 
( ile eland, Ohio. 

The chairman stated to the committee that the witness, Joseph DiCarlo, 
repeatedi", consistently, and arbitrariiy had refused to answer questions put to 
him t> roughout counsel and chairman’s examination of said witness on January 19, 
1951, «nd thet his refusal therefore was improper and contemptuous, 

T'e chairman presented to the committee a Craft report on the entire matter 
for t'.e committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator Wilev, 
it » as dul’ resolved that the committee present to the United States Senate, for 
its immedinte aetion, a resolution requiring the United States attorney for the 
nortern district of Ohio, to proceed against the said Joseph DiCario in the 
manner and form provided by law. 


ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UnITED STATES SENATE, 
SpeecraL CoMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Cleveland, Ohio, Friday, January 19, 1951, 
The committee met, pursuant to adjournment, at 9:45 a. m., in room 318, 
Federal Building, Senator Estes Kefauver (chairman) presiding. 
| resent: Senator Fstes Kefauver. 
Also present: Rudolph Halley. chief counsel; Joseph L. Nellis, assistant counsel; 
George 8. Robinson, associate counsel; and John McCormick, staff. 
The CHarrMan,. All right. Mr. DiCarlo? 
Mr. Mock. He is in the city, but I understood he would be here at 10 a’clock. 
The CHarrMan. He is outside, I think. What is your name, sir? 
Mr. Mock. Russell Mock. From Youngstown. 
The CHAIRMAN. Your address? 
Mr. Mock. 1003 Mahoning Bank Building, Youngstown, Ohio. 
The CHarrMan, All right, Mr. DiCarlo, come around. 
Do you solemnly swear the testimony you give this committee will be the whole 
truth and nothing but the truth, so help you God? 
Mr. DiCaruo. I do. 
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Mr. Newuis. What is your name? 

Mr. DiCarvo. Joseph DiCarlo. 

Mr. Mock. Are you known by any other name? 

Mr. DiCar.o. No, sir. 

Mr. Neuuis. Never been known as ‘“‘Doto’’? 

Mr. DiCar.o. No. 

Mr. Neuuis. Have you ever been arrested? 

Mr. DiCarvo. Yes. 

The CHarrRMAN. Let the record show that Mr. Russell Mock, attorney, of 
Youngstown, Ohio, is appearing with Mr. DiCarlo. 

That is spelled D-e-C-a—— 

Mr. DiCaruo. D-i. 

Mr. Newuis. Have you ever been arrested? 

Mr. DiCar.o. Yes, sir. 

Mr. Neuuis. In connection with what? 

Mr. DiCaruo. Well, offhand—gambling. 

Mr. Neus. Well, did you spend 6 years in the United States penitentiary at 
Atlanta? 

Mr. DiCar.o. Yes. 

Mr. Neuuis. What was that for? 

Mr. DiCarto. Conspiracy. 

Mr. Neuuts. Conspiracy to what? 

Mr. DiCar.o. Well, offhand I wouldn’t know the charge. 

Mr. Ne uis. Well, were you sent there for conspiracy to intimidate witnesses 
in connection with a case pending at that time? 

Mr. DiCaruo. Well, if that is what is on the record, it must be. 

Mr. NeEuuts. Don’t vou recall? 

Mr. DiCarvo. I don’t recall the cause. 

Mr. Neuuts. How about an arrest in Buffalo in 1930; another in 1931, 1932, 
and 1936, in connection with suspicion, racketeer, and so forth? Do you know 
about that? 

Mr. DiCarto. Well, if it is on the record, I must have been arrested, 

Mr. Neuuts. How about assaults in 1936, in Cheektowaga Forks, N. Y.? 
Where is that? 

Mr. DiCar.o. Where is that; did you say? 

Mr. Netuts. Yes. 

Mr. DiCaruio. Well, that is in New York State. 

Mr. Newturs. And assault in Buffalo in 1936. 

Did you register when you went down to Miami under the felony law? 

Mr. DiCarvo. Yes, sir. 

The CHarrMan. Let’s have an answer. You brought up matters about these 
felony charges, and he didn’t answer. 

Mr. Newuts. Didn’t he answer? 

The CHAIRMAN. I don’t think so. 

Mr. Neuuts. Did you answer the question? 

Mr. DiCarto. What was that? 

Mr. Newuts. Were you arrested in Buffalo, N. Y., on about six different occa- 
sions in connection with various offenses? 

Mr. DiCar.o. Well, I must have been. Is that my record there? 

Mr. Nevuis. Yes; it is. 

Mr. DiCar.to. Well, I must have been. 

Mr. Mock. For the purpose of the record, of course, I wish to object to it, 
because of the remoteness. It has nothing to do with interstate. 

The Cuatrman. All right. 

Mr. Newuits. When you went to Miami Beach, Fla., in 1937, did vou register 
as a felon? 

Mr. DiCarvio. Well, I don’t know what year. I registered four or five different 
times, but just don’t remember the year. 

Mr. Neuuts. I offer this record in evidence, Mr. Chairman. 

The CuarrMan. Is this the official record? 

Mr. Newuts. Yes; it is. 

The Cuarrman. Well, I don’t understand this first, here, whether assault, first- 
degree—there also seems to be a conspiracy to intimidate witnesses. 

Are those different things? Were they different? They seem to be each 6 
years, 

Mr. DiCarto. No; there is only one sentence of 6 years, Senator. 

The CuarrMan. There is an assault back in 1924, and then in 1925 there seems 
to be a conspiracy to intimidate witnesses. 
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Mr. DiCario. Well, I think that is both the same charge. If my recollection 
is right, in 1925 I was in Atlanta. 

The CHAIRMAN. It seems to be two different sentences here 

Mr. DiCario. Well, there can’t be. There is only one on that part of the 
time. 

The Crarmman. All right. Let the record be made a part of the record 

(The document identified was thereupon received in evidence as exhibit 1 
Witness DiCarlo.) 

Mr. Neuurs. Where were you between December 15 and January 3 or 4 of 
this vear? 

Mr. DiCarto. Why, I was in Youngstown and in Buffalo. 

Mr. Neuss. Did you know this committee was attempting to serve a subpena 
upon you? 

Mr. DiCarto. No, sir. 

Mr. Neuuis. You had no knowledge of that: is that right? 

Mr. DiCaruo. No, sir. 

Mr. Nevuts. You didn’t read the newspaper? 

Mr. DiCaruto. No, sir. 

Mr. Neuuis. Or hear it on the radio? 

Mr. DiCaruo. No, sir. 

Mr. Nevius. You weren’t trving to duck service; were you? 

Mr. DiCaruo. No, sir 

Mr. Neuurs. Now, what is vour business, Mr. DiCarlo? 

Mr. DiCario. Well, IT was in the amusement business until a few years ago. 
I would say 6 or 7 years ago. 

Mr. Neuuis. What kind of amusement? 

Mr. DiCario. Why, I had cigarette machines and music boxes. 

Mr. Newuts. What was vour business in Buffalo? 

Mr. DiCario. That is the business. 

Mr. Neuuts. And what caused you to leave there? 

Mr. DiCarto Why, T just wanted to leave. 

Mr. Nevis. What year was that? 

Mr. DiCarto. 1945 or 1946. 

Mr. Neus. You just decided to leave Buffalo because the heat was on; is 
that right? 

Mr. DiCarto. No; there was no heat. 

Mr. Neunts. There was no heat? 
vou get here? 
' Mr. DiCarto. Why, I don’t think that is important. 

Mr. Nevius. Well, answer my question. The chairman will decide whether it 


is important or not. 


oO 





Well, what made you pick Ohio? How did 


What made vou cecice to come here? 
Mr Mor Kk, ] ol ct to it. 
The Cuatrman. What did vou come to Ohio for? That is the question 
Mr. DiCarnto. Why, [ just wanted to make a change. 
Mr. Neuuts. Well, where did vou come first? To Cleveland? 
Mr Dit \RLO No. sir 
Mr. Neuut Where did vou go? 
Mr. DiCarto. To Youngstow: 
Mr. NELLIS. Didn't you come to Clevelar { and Visi with James Licavoli? 
Mr. DiCaruo. No, sir 
Mr. Neuuis. You are sure? 
Mr. DiCaruo. Yes, sir. 
Mr. Nevius. And what did you do when you got to Youngstown? What was 
your business there? 
Mr. DiCaruio. Well, IT wasn’t in any kind of business 
Mr. Neuurs. Well, what specifically? 
Mr. DiCarto. Well, I refuse to answer that questior 
The CuHatRMAN. On what grounds, Mr. DiCarlo: 


for the purpose of the record. 


Mr. DiCarvo. Incriminating mvse 
The Cuarrman. When was this you came to Youngstowr 
Mr. DiCar.to. Why, I don’t know; 1945 or 1946. 

The CuarramMan. Well, incriminate vourself with what? Could you state the 
offense? 

Mr. DrCarto. Well, I just refuse to answer. 

The CuarrmMan. Well, the Chair will have to direct you to answer, Mr. DiCarlo. 


Mr. DiCar.io. Well, [am not going to answer. 
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Mr. Mock. Senator, in fairness to the witness, I would like to state at this 
time that with reference to testimony yesterday of Chief Allen, there is still in 
litigation a case involving this man, Mr. Aeillo, and a Mr. Capudo. 

Now, that case I argued in the supreme court at Columbus, Wednesday. In 
other words, in fairness to the witness, there is litigation pending over the very 
times that you are asking him about. 

The CHAtRMAN. Now, let me get it straight. DiCarlo, Aeillo, and - 

Mr. Mock. Mr. Capudo. 

In the testimony vesterday, with reference to Chief Allen - 

The CuHarrMan. Does that case have anything to do with Mr. DiCarlo? 

Mr. Mock. Yes. 

The CuarrMan. Is he one of the defendants? 

Mr. Mock. He isn’t one of the defendants, but he is involved in the question, 
and Mr. Aeillo, whom Chief Allen claimed he was in business with at that time, 
is certainly involved. The three of them are there. 

The CHAIRMAN. Well, what is the nature of the case? 

Mr. Mock. Well, it is entitled a suspicious person, but that is 

The CHarrMan. It is questioning the legality of the ordinance of the city of 
Youngstown; is that it? 

Mr. Mock. It questions the legality of the city ordinance; it questions the 
right of the city under what we cail a bill of particulars in this State, setting out 
certain things pertaining to gambling. It involves this man’s local affairs, and 
involves Mr. Aeillo’s local affairs, and due to the fact that it doesn’t have any- 
thing to do 

The CHArRMAN. Well, Mr. Mock, is Mr. DiCarlo one of the defendants, or is 
he one of the parties litigant to this case? 

Mr. Mock. No; but the record does show that the chief is still investigating 
the offense. In other words, the record shows that he at that time testified that 
he was still investigating the case, and there would be later on more information 
or indictments, or probably offenses filed. Now, that is the reason. 

The CuatrmMan. Of course, Mr. Mock, I am sure you are familiar with the 
decisions of the Supreme Court, that while Mr. DiCarlo might have the privilege 
of not testifying under the fifth amendment involving some matter that might 
incriminate him of a Federal offense, he does not have the right to refuse to testify 
as to some matters that might tend to incriminate him of a State offense, 

Mr. Mock. By the same token, under the Constitution of the United States 
and the Constitution of Ohio, there isn’t any individual that has to testify with 
reference to incrimination of any State or national crime, and there is a question 
here not only as to gambling, but maybe as to another felony, so - 

The CuarrMan. Of course, we are just talking about Mr. DiCarlo right now. 
I can’t see that the case pending has anything to do with Mr. DiCarlo even if it 
involves the constitutionality of an ordinance of the city of Youngstown. 

Well, anyway, Mr. Mock, I don’t know whether you know the law better than 
we do or we know it better than you do, we will have to take a chance. 

The question is, M1. DiCarlo: What business did you enter ‘n Youngstown, 
Ohio, when you came there in 1945 or 1946? 

Mr. DrCarto. I refuse to answer. 

The Cuarrman. And the Chair directs you to answer. 

Mr. DiCario. Well—— 

The CHartRMAN. Do you still refuse to answer? 

Mr. DiCarto. Yes. 

Mr. Neuus. Were you in business in 1947? 

Mr. Mock. Senator, in fairness to future questions, I might further explain 
that the other two or three that you subpenaed before the committee, they are 
all involved in that same litigation, as the chief has already testified to. There 
are probably 20 men brought in, and under our State constitution they refuse to 
testify even as city witnesses. 

The CuHarrMan. Very well. We understand your point, Mr. Mock. 

Mr. Mock. Thank you, sir. 

Mr. Neus. The question is: What was your business in 1947? 

Mr. DiCarvo. I answered that I refuse to answer. 

The CuarRMAN. Well, you are directed to answer. You refuse to follow the 
direction of the Chair; isn’t that correct? 

I asked you a question and you refused to answer, and if I think it is a proper 
question it is my duty to order you to answer. If I order you to answer, then 
you say you will or you won’t. 

Mr. Mock. He refuses to answer on his constitutional rights. 

Mr. Netus. What is the Woodworth Novelty Co., Woodworth, Ohio? 


sya 
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Mr. DiCar.o. What is it? 

Mr. Nexus. Yes; what is it? 

Mr. DiCar.o. I wouldn’t know. 

Mr. Neuuis. Weren’t you associated in that business with some people? 

Mr. DiCar.o. No, sir. 

Mr. Neuuts. Didn’t you tell the Bureau of Internal Revenue that you were 
associated in that business? 

Mr. DiCar.o. In the what? 

Mr. NEI LIS. Woodworth Novelty Co., W oodwor h, Ohio 

Mr. DiCarLto. Woodworth, Ohio? I don’t know where Woodworth 

Mr. Mock. Mr. Nellis, there isn’t any Woodworth, Ohio. 


Mr. NEuuts. Well, that is what the record shows. It shows that the witness 
he (Pel AeA} Ps ‘ lot achine hic \ \ I yf 1 . 
has received some receipts from a slot machine busin vow, one of the 
items - 


“” 


The CuarrMan. Let’s ask it this way: In 1947 or thereabouts, weren’t you in 
the slot machine business? 

Mr. Mock. I object to it. 

The CuHairman. Allright. You object. Will you answer the question 

Mr. DiCarvo. I refuse to answer it. 

The CHarRMAN. And you are directed to answer. I direct you to answer. 
Will you answer or will you not? 

Mr. DiCarvo. | won’t. 

Mr. Neuuis. What was this item in 1948 which you stated that you received 
some income on speculations? 

Mr. DiCarvo. I refuse to answer. 

The CuarrMaAn. Did you receive some money by virtue of speculations during 
the years that we have been talking about, 1946, 1947 and 1948, and if so, what 
was it? 

Mr. D1iCarto. I just don’t remember. 

Mr. Neuuis. Do you recall that in 1948 when you were in the slot machine 
business you- 

The CHarrMan. In fairness, the witness hasn’t said he was in the slot machine 
business. 

Mr. Newuis. Whatever business you were in in 1948, did you make any pay- 
offs in connection with that business? 

Mr. DiCarLo. What do you mean by “pay-offs’’? 

Mr. Newtuts. Well, I am asking you. That is the way you described it. 

Mr. DiCarLo. Why, I don’t get that. 

Mr. Mock. I object to it. 

Mr. Nevius. Did you make any pay-offs in 1948 in connection with your 
business? 

Mr. Mock. I object to the question. 

The CHarrRMAN. Will you answer the question? 

Mr. DiCarvo. Well, I don’t understand. 

The CHarrRMAN. Well, pay-offs, paying money to somebody for protection or 
for some favor or to some enforcement officer. 

Mr. Mock. I object to that because there are many reasons that I can give you 
for paying off. If there is a bet that you won, it might be a pay-off. 

The CHarRMAN. Well, anyway, Mr. Mock, let me ask the question. 

Did you during this time engage in any pay-offs to police officers or public 
officials? 

Mr. DiCarto. No, sir. 

The CuHarrMaANn. In any amount? 

Mr. DiCaruo. No. 

The CHarrmMay. What is this on vour books and records called pay-offs? 

Mr. Mock. I object to that. 

The CuairMan. All right. [ am asking vou your question. 

Mr. Mock. I think you have covered it in vour previous question. 

The CHarrmMan. Mr. Mock, you make your objection, and I will rule on it. 

Mr. Mock. At this time I would like to object to the committee at this time 
in other words, the fact that there is only one member of the three-member 
committee sitting here. 

The CuarrMan. All right. 








Mr. Mock. Just a minute. For the purpose of the record. In my ¢ ; 
at least, there should be two members of any judicial tribunal or any inquiry 
pertaining to a matter of this kind, and I object to only one member of the com- 
mittee sitting and passing upon the evidence and interrogating the witnes 


The CuHarrRMAN. Your objection is overruled. 
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Mr. Mocx. Exception. 

Mr. Nevius. Do you know Joseph Aeillo? 

Mr. DiCarto. Yes. 

Mr. Nevius. What is his business? 

Mr. DiCarto. I wouldn’t know. 

Mr. Nevius. Do you know Cadillac Charley Cavallaro? 

Mr. DiCarto. Yes. 

Mr. Neuuts. Joseph Melik? 

Mr. DiCaruo. Yes. 

Mr. Neuuis. Samuel Halpern? 

Mr. DiCar.o. Just slightly. 

Mr. Neuuts. Leo Manley? 

Mr. DiCarto. No, sir. . 

Mr. Neuurs. You don’t know him? 

Mr. DiCarto. No. 

Mr. Nexus. Tom Pappas? 

Mr. DiCartwo. No. 

Mr. Neuus. Did you know that these people, all of them, had given state- 
ments to the chief of police naming you, Caputo, and Aeillo as operating as muscle 
men in their bookie business when you came to Youngstown? 

Mr. Moc tas I object. 

The CHarrMan. Let’s see if he knows that or not. 

Mr. DiCar.o. You asked me if I knew that happened? No, I don’t. 

Mr. Neuuis. You don’t know that? 

Mr. DiCarto. No, sir. 

Mr. Nevus. Did you know that Cavallaro told the chief of police in a signed 
statement on April 8, 1948, that DiCarlo and Caputo and Aeillo muscled in on 
his business? 

Mr. Mocx. I object to that for the very same reasons that all of these things 
have been gone over and threshed over a dozen times in the courts, Senator, and 
the very names that 

The CuarrMan. Mr. Mock, this is not a court. 

Mr. Mocx. I understand that, but he has certain rights in any judicial tribunal 
or any inquiry. 

The CHarrMan. We are trying to find what people do, how they operate. 

Mr. Mocx. You are trying to find out the old cat that is still in the closet for 
Chief Allen. 

The CHarrMan. Mr. Mock, we want to get along with you, but you are going 
to have to cooperate. 

Mr. Mock. I am willing to cooperate. 

The CHAIRMAN. You remember the question. Did you know that, Mr. 
DiCarlo? 

Mr. DiCarto. Will you ask me that again. 

The CuarrMan. Mr. Stenographer, read the question. 

(Question read by reporter.) 

Mr. DiCar.o. No, sir. 

Mr. Neuw.ts. You didn’t know that? 

Mr. DrCar.Lo. How would I know. 

Mr. Neus. Well, did you? 

Mr. DiCarto. No. 

Mr. Neuuis. You didn’t know? 

Mr. DiCarto. No. 

Mr. Neus. You said you didn’t know Manley, didn’t you? 

Mr. DiCarto. Yes. 

Mr. Netuts. Did you know that Aeillo told Manley that there was a new 
partnership in his bookie joint effective a few days before Christmas, 1947? 

Mr. DiCarto. No. 

Mr. Mock. Wait a minute. I object to the form of the question, what he 
told somebody else. 

The CHarrMan. He said he didn’t know about it, and I doubt if that is a 
question this witness would know about. . me 

Mr. Neuuts. Isn’t it a fact that when you came te Youngstown your princi- 
pal business was to muscle in on the bookie joints in town? 

Mr. Mock. Objection. 

Mr. DiCarwo. No. 

Mr. Nexus. Is that right? 

Mr. Mock. Well, go ahead and answer. 

Mr. DiCarto. What do you want me to tell you? 
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Mr. Ne.uts. I asked you the question: Wasn’t it a fact that your principal 
business when you arrived in Youngstown was to muscle in on the local bookies 
and take part of their income? 


Mr. DiCar.o. Well, whose quotation is that? 

Mr. NE uuts. I am asking—— 

Mr. CuairMAN. That is the question being asked you, Mr. DiCarlo. 

Mr. DiCarto. No, sir. 

Mr. Neus. Did you engage in the bookie business when you were in Youngs- 
town? 

Mr. DiCar.to. No, sir. 

Mr. NE tuts. You have never been in the bookie business? 

Mr. DiCar.o. Not myself; no. 

The CHarRMAN. Well, I mean in association with people 

Mr. DiCarvo. I refuse to answer that, Senator. 

The CHairRMAN. The question is: Were you in association with other people 
in the bookie business in Youngstown in the last, well, I guess, 7 years? 

Mr. DiCarvo. I refuse to answer. 

The CHAIRMAN. You are directed to answer. 

Mr. DiCar to. I refuse to answer on my constitutional rights. 

Mr. NEuus. I would like to enter these statements in evidence, Senator, and 
identify them as statements given by the persons mentioned, Manley, Aeillo—— 

The CHarrMAN. Well, Mr. Nellis, we cannot put them in the record as of this 
time. Do you want to file them for identification, for reference? 

Mr. NeEuuts. That is what I want to do. 

The CHarrRMAN. They will not become part of the record at this time. 

Mr. NeEuuts. They are simply for identification in connection with this witness. 

The CHarrMAN. They have not been proven as to who took the statements. 

Mr. Mock. And especially any statement that was taken when he wasn’t 
present wouldn’t be competent. 

The CuatrMAn. Well, unless we can get proof where the statements came 
from, they will not be put in. 

Mr. Mock. That’s right. 

Mr. Nexus. Do you know Anthony Milano? 

Mr. DiCar.o. No, sir. 

Mr. Neuuts. Do you know James Licavoli? 

Mr. DiCar.o. Yes. 

Mr. NeEuuis. How well do you know him? 

Mr. DiCaruo. Just know him. 

Mr. Neuuis. What is his business? 

Mr. DiCarvo. I wouldn’t know. 

Mr. Neus. Have you ever been in business with him? 

Mr. DiCar.o. No. 

Mr. Neuuis. Ray Lanese? 

Mr. DiCar.o. No. 

Mr. Netuis. You don’t know him? 

Mr. DiCaruo. Yes, I know Lenise. 

Mr. Neus. Have you been in business with him in Florida? 

Mr. DiCaro. No. 

Mr. Neturs. Do you know Willie Moretti? 

Mr. DiCar.o. No. 

Mr. NeEuuis. Never met him? 

Mr. DiCar.o. No. 

Mr. Neutuis. What is your brother’s name? 

Mr. DiCaro. Sam. 

Mr. Nexus. Sam DiCarlo? 

Mr. DiCar.o. That’s right. 

Mr. Neuuis. Do you know Joseph Profaci? 

Mr. DiCarto. No. 

Mr. Neuuts. Ignazio Italiano? 

Mr. DiCarto. No. 

Mr. Ne.uts. Charles San Filipo? 

Mr. DiCaruo. No. 

Mr. Neus. James Murabello? 

Mr. DiCaruo. No. 

Mr. NE.uis. Do you know that these persons were arrested here in Cleveland 
along with about 20 other persons including your brother Sam at a raid on the 
Statler Hotel? 


S. Rept. 85, 82-1——2 
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Do you know about that? 

Mr. Mock. I object to it. 

Mr. DirCarLo. What was that 

The Cuarrman. If he knows. 

Mr. Mock. Well, he isn’t his brother’s keeper, either, Senator. 

The CHarrMANn. Well, doesn’t necessarily involve him unless we show some- 
thing. 

Did you say you knew about it or not? 

Mr. DiCar.o. Well, I recall something about it, but I don’t think that—— 

Mr. Mock. That is enough. 

Mr. DiCar.o. I just don’t remember. 

Mr. Neus. And your brother was arrested in that raid with Vincent Man- 
gano. Do you know him? 

Mr. DrCar.Lo. No. 

Mr. Ne tuts. Or Frank Aeillo? 

Mr. DiCarto. No. 

Mr. NeEuuis. You don’t know any of these people? 

Mr. DiCar.o. No. 

Mr. Nevius. What did your brother tell you about being here at that time? 

Mr. Mock. Wait a minute. Just a minute. That last question you asked 
“You don’t know any of these people?” Who are you referring to? 

Mr. CuHatrRMAN. Well, he mentioned the ones he knew and he didn’t know. 

Mr. Mock. Allright. Just so we understand each other. 

Mr. Neus. Did your brother ever tell you anything about the circumstances 
of that raid? 

Mr. DrCarvo. Could you tell me the date of that raid? 

Mr. Neuuis. Yes. December 5, 1928. 

Mr. DiCar.o. Well, I guess on December 5, 1928, I was in the penitentiary. 

Mr. Neuuis. Didn’t he ever write you or tell you about being picked up here 
in Cleveland? 

Mr. DiCarvo. I don’t think if he wrote to me the letter would be permitted— 
would be given to me. 

Mr. NEuuis. Do you know Patrick Quigliano, alias Collins? 

Mr. DiCarto. No. 

Mr. Neus. Do you know William Lupton, mayor of Niagara Falls? 

Mr. DiCar.o. No. 

Mr. Neuuis. Never met him? 

Mr. DrCarto. No. 

Mr. Ne.us. I have no further questions at this time. 

The CHarRMAN. Mr. Halley, do you have any questions? 

Mr. Hauury. Yes 

Where were you born? 

Mr. DiCar.o. Italy. 

Mr. Haury. In what year? 

Mr. DiCarwo. 1899. 

Mr. HauLey. When did you come to the United States? 

Mr. DrCarto. Why, I don’t know. I don’t remember. 

Mr. Neuuts. Roughly; were you a young child? 

Mr. DiCario. Around maybe 1906 or 1907. I mean, I wouldn’t know the 
exact year. 

Mr. Haury. Did somebody bring you? 

Mr. DiCaruo. Yes. 

Mr. Hauuery. Your parents? 

Mr. DiCar.o. Yes. 

Mr. Hauuey. In what city of the United States did you first live? 

Mr. DiCarto. New York. 

Mr. Hauuey. What part of New York? 

Mr. DrCario. Well, I was too young. I wouldn’t remember. 

Mr. HALLEY. Was it in the city of New York? 

Mr. DrCarto. I think it was, I’m not sure. 

Mr. Hauer. You were 9 or 10 years old. 

Mr. DiCaruo. Well, I know, you see—I didn’t go to school in Italy. 

Mr. Hauuey. You would know whether you lived in Manhattan. 

Mr. DiCarto. I know I lived in New York, but 1 wouldn’t know just where. 

Mr. Haier. I mean, you do know whether you lived in Manhattan, Brooklyn, 
the Bronx, Queens, Staten Island. 

Mr. DiCarto. I will tell you, at that time I didn’t know that there was so 
many boroughs there. 
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Mr. Hauuiey. How long did you live in New York? 

Mr. DiCar.o. Offhand, I would say—well, I don’t know—maybe a year, 
2 years. 

Mr. Haury. A year or 2 years? 


Mr 


. DrCaruo. Yes, but I wouldn’t know the exact time. 


Mr. Hauuey. And then in a year or 2 years you never found out what borough 
you lived in, Mr. DiCarlo? 

Mr. DrCarto. I wasn’t acquainted to the boroughs in them days. I mean, 
now I would know if I lived in New York or Brooklyn. 

Mr. HauLey. You were about 10 years old. 

Mr. DiCarto. Yes. Well, I don’t remember. 

Mr. Hatiey. You don’t really expect me to believe that, do you? 

Mr. DiCario. Do you want me to say New York if | don’t remember? 


Mr 


. Hauuey. Is that it, you don’t remember, or you didn’t ever know where 


you lived? 
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. DiCarto. I know we lived in New York. I really don’t know where. 
. Hattey. Where did you move after vou left New York, if you know? 
. DiCarwo. Buffalo. 

. Hautiey. How long did you live in Buffalo? 

. DiCarxto. Up until—I don’t know—1945 or 1946. 

. Hauiey. From about 1910? 

. DiCarto. Maybe before that. I don’t know if it is 1906 or 1907, around 
you know. 

. Hauutey. Did you go to school in Buffalo? 

. DiCaruo. I did. 

. Hautry. Did you go to school in New York? 

. DiCarto. No—I don’t remember. 

. HaAuLey. You don’t remember? 

. DiCarto. I don’t remember going to school in New York. 

. Hauuey. Did you start in Buffalo in the first grade? 

. DiCar.to. Why, I guess I did. 

. HALLEY. You were a fairly big boy at that time, weren’t you? 

. DiCaruto. Yes, I was—I must have been. 

. Hauitey. And you started in the first grade in Buffalo? 

. DiCarzo. Yes, I must have started in the first grade. 

. HALLEY. How long did vou stay in school? 

. DitCario. Why, 10 or 12 years. 

. Mock. Is this important at this time? 

. CuatrRMAN. I think it might be, Mr. Mock. 

. Mock. Well, I beg your pardon. 


The CHairmMan. I don’t know the exact importance of it, but—— 
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. Hauuey. I am just trying to find out what kind of a guy Mr. DiCarlo is. 

. Mock. [ suppose he went to school. 

. Hatter. The committee is entitled to that, don’t you think? 

. Mock. I think so. 

. HaLLEy. When were you born? You said about 1898? 

. DiCaruo. I was born ’99, November 8. 

. HALLEY. You went to school for 10 or 12 years in Buffalo? 

. DiCaruo. Yes. 

. HALLEY. You came to this country when you were 8 or 9 years old? 

. DiCarto. No. I was younger than that. 

. Haney. In 1906? 

. DiCarto. Maybe 4 or 5 years old, I would say. 

. Hatiey. Four or five years old? 

. DiCarvo. I don’t know the exact year, but I would say offhand 4 or 5 
old. 

. Hautitey. And then you went to Buffalo a year or two later? 

. DiCarwo. Well, I wouldn’t know the exact—how long—I wouldn’t know 


the exact time that we lived in New York. I would say maybe a couple of years. 
Mr. Hauuey. So that you were only 6 years old when you went to Buffalo? 


Mr. 


DiCar.o. Six or seven years old, I guess. 


Mr. Hauuey. And you started school there? 
Mr. DiCarvo. That’s right. 


Mr. 


Hauiey. And you went through school how far in Buffalo? 


Mr. DiCar.o. I went to the first year in high school. 
Mr. Hauiey. Then what did you do? 

Mr. DiCarto. Then what did I do? 

Mr. Hatuey. Yes. 
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Mr. DiCarvo. I went in business with my father. 

Mr. Hairy. What business was that? 

Mr. DiCar.o. Restaurant business. 

Mr. Hauiey. How long did you stay in the restaurant business? 

Mr. DiCarvo. I stayed in the restaurant business until 1924. The early part 
of 1924 would be about right. 

Mr. Haury. Then what business did you go in? 

Mr. DiCarto. Well, I had a misfortune. I went to jail. 

Mr. Hatitey. What was that for? 

Mr. DiCar.o. Why, the counselor—I told the counselor. 

Mr. HautiEy. Would you mind telling me? 

Mr. DiCario. Why, I don’t know. Conspiracy, I told him, I guess. 

Mr. Hatug£y. What? A liquor conspiracy? 

Mr. DiCarto. No. 

Mr. Hatiey. What kind of conspiracy? 

Mr. DiCaruo. He said it was intimidating, if I—— 

Mr. Nexus. I didn’t say it; you said it. 

Mr. DiCar.io. You read it out of the record. I didn’t say it. 

Mr. NEuuis. You agreed it was in the record. 

Mr. Hauuey. Let’s not have an altercation. 

Mr. Mocr. Will just one of you counselors ask the question? 

Mr. Hauury. Yes. One at a time, please. 

What did you go to jail for? 

Mr. DiCarvo. All I know is conspiracy. 

Mr. Hauiey. Conspiracy to do what? 

Mr. DiCario. Why, he just read it out. He said intimidating, if I’m not 
mistaken. 

Mr. Hauuey. In connection with what? 

Mr. DirCar.o. Why, I just wouldn’t know—what do you mean? 

Mr. Mock. He means what was it with reference to, a lawsuit, whatever it is. 

Mr. DiCarvo. No. 

Mr. Hauxiey. How did you get into that situation as a result of which you 
went to jail? 

What Were you doing at the time? 

Mr. Mock. For the purpose of the record, I object to it again because I can’t 
see how it would be in any way connected with this case, something that happened 
in a local affair, again. 

The CuHarrMAN. Of course, Mr. Mock, everything has got to happen some- 
where. 

Mr. Mock. That’s right, but if it involves intimidation, as I understand the 
word, why, I can’t see how it would affect interstate commerce. 

The CuarrMAN. We will have to see. Anyway, go ahead. 

Mr. Hauiey. You also had an assault conviction, didn’t you, in Buffalo? 

Mr. Mock. I wonder if we might see the record and then maybe we can help 
ourselves. 

Mr. Hauiey. Sure. There is no objection. 

Mr. DiCar.o. Is it all right for me to look at it, too? 

Mr. Hauiey. Of course, yes. 

The CHatrMan. Sure. 

Mr. Mock. Now, Senator. * 

The CuarrMAN. All right, Mr. Mock, what is it? 

Mr. Mock. I would like to hand you back the record, and if Mr. Halley will 
take it and look at January 2, 1924, Mr. DiCarlo was then sentenced for 6 years 
at Atlanta, which he already told you about. Now, if he was sentenced for 6 
years, I understand there was some question of the appeal and things of that 
kind, and then April 16, 1925 evidently there is some mistake, but it is all the 
same crime. In other words, the 6 years there in Chillicothe in some way for 
intimidation. 

Mr. DiCarwo. I wasn’t sentenced to Chillicothe. I was transferred to Chilli- 
cothe. 

Mr. Hauer. I would presume it was different towns on an indictment for the 
same offense. That would be my judgment from my experience with matters of 
this type. 

Mr. Mock. I think it grows out of the same offense. 

Mr. Hautuey. Apparently there was an assault in connection with intimidating 
a witness of some kind. 

Now, what I am trying to find out from you, Mr. DiCarlo, now that your mem- 
ory is refreshed, who were you trying to intimidate and why? 
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Mr. Mock. Well, I object to that, because it is remote; it is of no importance 
to this Commission at this time. He has served—now, wait a minute. He has 
served his penaltv, and it was strictly a local matter, and 

Mr. Hauuey. May I be heard on that? I think it is important to make the 
point, Mr. Chairman. 

Governor Lausche testified here at the start of this hearing and voiced some- 

, thing the committee has found again and again, that certain types of criminals 
don’t seem to get convicted because witnesses are intimidated to such an extent 
that it is impossible to prosecute. And whether this happened in 1924, or in 
1950, as long as it happened in connection with this witness, it is relevant and very 
important to this investigation, Mr. Chairman. 

Mr. Mock. Well then, if the man was convicted of intimidation of a witness, 
then there certainly couldn’t be any offense grow out of that or couldn’t be any 
damage done to the complaining parties. 

The CuHarrMANn, All right. Well, who was it you were alleged to have intimi- 
dated and what was 

Mr. DiCarito. Why, I denied that. I didn’t assault anybody and I didn’t 
intimidate anybody. 

The CHatrmMan. But vou got convicted for it? 

Mr. DiCaruo. Yes, sir. 

Mr. Hautuey. Was it in connection with a narcotic case? 

Mr. DiCartio. I wouldn’t know. 

Mr. Hatiey. Well, was the witness vou were dealing with somebody who was 
being charged with a narcotic violation? 

Mr. DrCarto. Why, counsel, I didn’t plead guilty to that charge; I was found 
guiltv. I still maintain I was innocent of that charge although the courts con- 
victed me. 

Mr. Hauiey. What is the charge of which you were innocent’ 

Mr. DiCaruo. Offhand, I just don’t know. 

Mr. Hautey. Wasn’t it intimidating a witness in a narcotics case? 

Mr. DiCario. Well, I have told you, counsel, I still maintain up until today 
that I was innocent of the charge. 

The CyHairman. I know, but what is the charge? 

Mr. DiCarto. The charge against me was intimidating. 

Mr. Hauuey. In connection with a narcotics case? 

Mr. DiCarwo. Well, I wouldn’t know. 

Mr. Hatuey. How long did you serve, after 1924? How long were you in jail? 

Mr. Mock. Well, I object to it; it is remote, immaterial, irrelevant and in- 
competent. 

Mr. Hatiey. Well, the record shows he was released in 1928. You served 
about 4 ve ars? 

Mr. DiCarto. I was released in ’28. 


Mr. Mock. I object to it for the same reason, that I can’t see how it would 
have any materiality; just for the purpose of the record, Senator, is all I want to 
have. 

The CHarrMan. All right. 

Mr. Hatiey. Then what business did you go into after you were released? 


Mr. DiCartuo. I didn’t do much for a while and then I went into the amuse- 
ment business. 

Mr. Hauuey. Well, what form of the amusement business were vou in? 

Mr. DiCario. Why, I was in the vending machine business. I had cigarette 
machines and musi¢ boxes. 

Mr. Hatiey. Did you have any slot machines? 

Mr. DiCar.o. No, sir. 

Mr. Hatuey. And what other business have you been in in Buffalo, since 1928 
and up to 1945? 

Mr. DiCarto. That is all, amusement busines 

Mr. Hatitey. Well, what forms of the amusement business 

Mr. DiCaruo. I answered it. 

Mr. Hauer. Just cigarette machines? 

Mr. DiCaruo. That is al!, and musie boxes. 

Mr. Hattey. And musie boxes? 

Mr. DiCarvo. That is right. 

Mr. 15 ALLEY. No other businesses? 

Mr. DiCarto. No, sir. 

Mr. Hauuey. Were you ever in any gambling business in Buffalo? 

Mr. Mocx. Wait a minute: I objeet to it. 

The Chairman. You are directed to answer the questio1 
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Mr. 
The 


DrCario. Why, I refuse to answer that question, counselor. 
CHAIRMAN. All right. You are directed to answer and you refuse to 


answer. 
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Hauuey. Now, in 1945, you decided to leave Buffalo; is that right? 


Mocx. I object to it, for the reason that it has already been answered 
other attorneys in answer to your question. 
CHAIRMAN. Well, the fact is that in about 1945 he did leave Buffalo? , 


Mocx. He did leave Buffalo and the claim is he eame to Cleveland and—— 
CHAIRMAN. Well, let’s let him testify. 

Mocx. Well, Iam objecting. It is already in the reeord. 

CHAIRMAN. Well, Mr. Mock, some of your objections are getting facetious 
are Wasting a lot of time with some objections which have no foundation. 
Mock. I don’t intend to be facetious. 

CHAIRMAN. The question says in 1945 he decided to leave Buffalo. I 
he decided to leave, because he did leave. So I can’t see why you would 
to him answering. 

Mock. On the places that he has already answered is all. 

CHAIRMAN. All right, Mr. Mock, if you will withhold further comment. 
Mock. I am sorry, Senator. 

CHAIRMAN. The question is 1945 you decided to leave Buffalo; is that right? 
DiCarvLo. That is right; around ’45, ’46. 

Hauuiey. Now, who did you know in Youngstown at that time? 
DiCariLo. Why, I refuse to answer that question, counselor. 

CHAIRMAN. What was the question? 

DrCar.Lo. He wants to know who I knew in Youngstown. 

Hauiey. At the time you went from Buffalo to Youngstown. 

DiCar.o. Well, I knew a few fellows around there. 

Hauiey. Well, who did you know there? 

DiCarvo. I refuse to answer that question. 

CHAIRMAN. You are directed to answer it. 

Hauuey. At that time, did you know anybody named Joseph Aeillo? 
DiCarR.o. NO, sir. 

Hatuey. You did not know him? 

DiCarR.Lo. No, sir. 

Hauiey. Did you know anybody named Milano at that time? 

DiCaro. No, sir. 

Hauiey. You had never met any of the Milano family? 

DriCaro. No, sir. 

Hauiey. Did you know any of the Licavoli family? 

DiCaruo. Yes, sir. 

Hatiey. Who did you know of the Licavoli family? 

DiCar.o. Pete Licavoli, Jack Licavoli. 

Hauuey. How long had you known Pete Licavoli? 

DiCaro. Offhand I would say 25 years. 

Hautxiey. And where did you meet him? 

DiCar.o. I met him in Buffalo. 

Hauuey. And how long had you known Jack Licavoli? 

DiCario. Well, I would say about the same time. 

Hatter. Did you know James Licavoli? 

DiCaro. No, sir. 

Hauiey. At that time, did you know Al Polizzi? 

DiCarvo. Slightly. 

Hatiey. Where and how had vou met him? 

DiCarto. Why, I met him, I think the first time I met him was in Cleve- 


Hatuey. Did you know at that time Frank Brancato? 

DiCaruo. No, sir. 

Hatury. Did you know any of the Angersola brothers at that time? 
DiCarxo. Just one. 

Hatiey. Who did you know? 

DiCarvo. John. 

Hattey. Where did you meet him? 

DiCar.o. I met him here in Cleveland. 

Hauuey. Had you visited Cleveland from time to time before 1945? 
DiCar.ta. Oh, ves. 

Hautuiey. You had traveled extensively in the United States before 1945? 
DiCar.o. Yes; I would say yes. 
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Mr. Hattey. Had you done business in any other cities besides Buffalo, N. Y., 
before 1945? 

Mr. DiCarto. No, sir. 

Mr. Hatutey. Where did you visit? What cities of the United States 1 
visited before 1945? 

Mr. DiCar.Lo. Do you want me to mention all the cities? 

Mr. Hatiey. Well, let me try to short-cut it this way: You had been a frequent 
visitor at Miami, Fla.? 

Mr. DiCar.o. Yes, sir. 

Mr. Hatitey. And Cleveland? 

Mr. DiCaruo. Yes, sir. 

Mr. Hauutexy. And Chicago? 

Mr. DiCario. No, sir; I was in Chicago for a fight, the Louis-Braddock fight, 
if I am not mistaken. 

Mr. Hatitey. When was that? 

Mr. DiCar.Lo. Why, I would say 10, 12, vears ago: I just don’t re 

Mr. HALLEY. You would return to New York City from time to time? 

Mr. DiCaruo. You say do I go to New York City? 

Mr. Hatury. Before 1945, while you lived in Buffalo. 

Mr. DrCaruo. Oh, ves. 

Mr. Hatuey. And did you visit in New Orleans? 

Mr. DiCario. No, never was in New Orleans in my life. 

Mr. Hatury. Have you ever been in Tampa? 

Mr. DrCar.o. No, sir. 

Mr. Hauuey. Have you ever been in Tucson, Ariz.? 

Mr. DiCar.o. No, sir. 

Mr. Hatuey. You have never visited Pete Licavoli at his ranch? 

Mr. DiCarto. No, sir. 

Mr. Hatuey. Have you ever been in Hot Springs? 

Mr. DiCar.o. Yes, sir. 

Mr. Hautuiey. Did vou go there before 1945? 

Mr. DiCarwo. Oh, ves; sure. 

Mr. Hauuiey. Frequently? 

Mr. DiCarto. Not frequently. I wouldn’t say that. A couple of times 

Mr. Haury. Had you visited Los Angeles? 

Mr. DrCarvo. I was there once. 

Mr. Hauuey. San Francisco? 

Mr. DiCar.o. No, sir. 

Mr. Hauiey. Had vou ever been in Tia Juana, Mexico? 

Mr. DiCaruo. No, sir. 

Mr. Hatiey. Now, do vou know Joe Massey? 

Mr. DrCario. Why, I just know of him. I wouldn’t say I know him. | I 
wouldnt know him if I saw him. 

Mr. Hauuey. And do you know Charles Fischetti? 

Mr. DiCarto. No, sir. 

Mr. Hauuey. Or Rocco Fischetti? 

Mr. DiCarto. No, sir. 

Mr. Hauuey. Or Tony Accardo? 

Mr. DrCarto. No, sir. 

Mr. Hatiey. Do you know Joe Adonis? 

Mr. DiCarto. No, sir. 

Mr. Hatuey. Willie Moretti? 

Mr. DiCarto. No, sir. 

Mr. Hatury. He is sometimes called Willie Moore. 

Mr. DiCarto. No, sir. 

Mr. Hatuey. You do not know. Do you know Frank Costello? 

Mr. DiCarto. No. 

Mr. Hatiey. Now, in Cleveland, have you ever had any business dealings 
with Al Polizzi? 

Mr. DiCarwo. No, sir. 

Mr. Hatuey. Have you ever had any with Jerry Milano? 

Mr. DiCarwo. No, sir. 

Mr. Hatuuey. Or Tony Milano? 

Mr. DiCarto. No, sir. 

Mr. Hatxrey. Or with Fred, John, or George Angersola? 

Mr. DiCarto. No, sir. 

Mr. Hauuey. Have you ever had dealings with them in any other place beyond 


Cleveland? 


call the date. 
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Mr. DrCarto. No, sir. 

Mr. Hairy. Now, have you had business dealings with Joseph Aeillo? 

Mr. DiCarto. I refuse to answer that question. 

Mr. Mock. Just a minute. 

The CHarrMan. You are directed to answer it. Do you refuse to answer? 

Mr. DiCarto. Yes, sir. 

Mr. Hatuey. Have you had business dealings with Dominie Capudo? 

Mr. DrCarto. Yes, sir. ° 

Mr. Hauuey. You have? 

Mr. DiCar.o. Yes. 

Mr. Hatuey. Where? 

Mr. DrCarLo. Youngstown, Ohio. 

Mr. Hatuey. And what was the nature of those business dealings? 

Mr. DiCarto. I refuse to answer that question. 

Mr. Hauuey. Have you had business dealings with Charles Vicinni? 

Mr. DiCarto. No, sir. 

Mr. Hatuey. Mr. Chairman, do I understand that you have directed the 
witness to reply to the question about whether or not he had business dealings 
with Capudo? 

Mr. Mock. He has answered. 

Mr. DrCarto. I said ‘‘Yes.” 

Mr. Hauiey. But you refused to state what the dealings were. 

Mr. DiCarto. That is right. 

The CuarrMan. And I directed you to answer. 

Mr. DiCaruo. Yes, and I refused again. 

Mr. Mock. For the same reason as to the previous 

Mr. Hater. Have you had business dealings with Tony Dallassandro? 

Mr. DiCarto. I don’t even know who he is. 

Mr. Hatuey. Have you had any dealings with Dick Tamburello? 

Mr. DiCar.o. No, sir. 

Mr. Hauutey. Have you had any with Charles Caballero? 

Mr. DiCar.o. No, sir. 

Mr. Hautiey. Have you ever stayed at the Wofford Hotel in Miami Beach? 

Mr. DiCaruo. Yes, sir. 

Mr. Hauuey. In what year did you stay at the Wofford Hotel at Miami Beach? 

Mr. DiCaruo. Well, I would say offhand, I would think, 1947, 1946; that is 
about the only 2 years. 

Mr. Hauury. And wh - other hotels at Miami Beach do you stay at? 

Mr. DrCaro. Well, that is the only hotels I have stayed the last two times 
I have been there. 

Ir. Hatuey. Well, have you ever been at any other hotel besides the Wofford? 
Mr. DiCar.o. Yes, sir. T 
Mr. Hauutey. Well, what is that? 

Mr. DiCaruo. Well, the Shoreham. And the Normandy, I guess I* stayed 
one season. 

Mr. Hauutey. The Normandy? 

Mr. DiCaruo. I guess that is it. The Normandy. 

Mr. Hauuey. But the last two times you stayed at the Wofford? 

Mr. DiCarwo, That is right. 

Mr. Hairy. Who introduced you to the management at the Wofford? 

Mr. DiCaruo. I didn’t have to be introduced. I just checked in. 

Mr. Hautey. Well, you knew that John King was one of the owners, did you 
not? 

Mr. DiCaruo. Well, it was rumored; I wouldn’t swear to it. 

Mr. Hatter. Well, you saw John King down there, did you not? 

Mr. DiCar.o. Yes, sir. 

Mr. Hauuey. Did you meet Little Augie Pisano down there? 

Mr. DrCario. Why, I saw him; I don’t know him. 

Mr. Hauuey. Didn’t you ever say “Hello” to him? 

Mr. DiCario. Well, maybe I said ‘‘Hello”’ to him. 

Mr. Hauutey. Were you introduced to him? 

Mr. DrCaruo. No, sir. 

Mr. Hauuey. Did you ever play cards in one of the large card games at the 
Wofford? 

Mr. DiCarwo. No, sir. 

Mr. Hatutey. How long were you at the Wofford in 1947? 

Mr. DrCar.o. Qh, I don’t know; a month. 
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Mr. Hauiey. And how long were you at the Wofford in 1946? 

Mr. DiCaruo. Well, I would say a month. 

Mr. Hatiey. A month in each case? 

Mr. DiCar.Lo. Or maybe a week or 3 weeks or 5 weeks. 

Mr. Hauuey. Were you there alone or with somebody else? 

Mr. DiCar.io, With my family. 

Mr. Hauiey. With your family? 

Mr. DiCar.o. That is right. . 

Mr. Hautiey. Now, in Youngstown, what has been your business? 

Mr. DiCaruio. Why, I refuse to answer that, counselor. 

Mr. Haututey. Were you working when you were in Miami or were you on 
vacation? 
Mr. DiCar.o, Just vacationing. 
Mr. Hautey. During the season? 
Mr. DiCaruo. That is right. 
Mr. Hauiey. And do you have any legitimate business at this time? 
Mr. DiCaruo. No, sir. 
Mr. Hautitey. When have you last had a legitimate business? 
Mr. DiCarvo. Well, let me see. I just don’t know when I sold my business out. 
must have been around 19388. 
Mr. Hauuey. 1938? 
Mr. DiCaruo. Yes. 
Mr. Hautiey. What was your last legitimate business? 
Mr. DiCario. The vending-machine business. 
Mr. Hatuey. The vending-machine business? 
Mr. DiCar.o. That is right. 
Mr. Hatutey. From 1938 to 1945, did you have any legitimate business? 
Mr. DiCar.o. Well, and then of course, for them years I was in jail, I guess, 
2 or 3 years; I think it was 2 vears. 

Mr. Hauuey. I guess that was a legitimate occupation. 

What did vou do the rest of the time? 

Mr. DiCar.o. Well, I had a job in there, counselor. 

Mr. Hautiey. Now, what did you do the rest of the time? Did you have any 
legitimate occupation? 

Mr. DiCar.o. No, sir. 

Mr. Ha.uey. So that except for the period during which you. were in jail, vou 
had no legitimate occupation? 

Mr. DiCar.o. I was out of work, counselor. 

Mr. HAuuey. Well, out of work. You couldn’t afford to spend a month at the 
Woffard Hotel in the season with your family, could you? 

Mr. DiCar.o. Well, I—there is a lot of retired people go to Miami if I am not 
mistaken. 

Mr. Hauiey. Are you a retired gentleman, Mr. DiCarlo? 

Mr. DiCar.o. Well, not exactly. Right at the present time I am. 

Mr. HaAuuey. In any event, since 1938 you have been retired from legitimate 
activities? 

Mr. DiCar.o. That is right. 

Mr. Hauuey. I think that is all. 

Mr. Mock. Is that all, sir? 

The CuarrMAN. I think Mr. Nellis has one or two questions. 


I 


Mr. Neuuts. Do you own a home? 
Mr. DiCar.o. No, sir. 
Mr. Neuuts. Do vou have any real property? 


Mr. DiCar.o. No, sir. 

Mr. NeE.tuts. What do vou estimate your net worth to be at this time? 
Mr. DiCar.o. Nothing. 

Mr. Neuuts. Zero? 

Mr. DiCar.o. Zero. 

Mr. NeEuuts.. Do vou own a ear? 

Mr. DiCarvo. Yes. 

Mr. NeEuuts. What kind? 

Mr. DiCaruo. A Cadillac. 

Mr. Neuuts. What vear? 

Mr. DiCar.o. 1948. 

Mr. NeEuuts. Any other cars? 

Mr. DiCar.o. No, sir. 

Mr. Neuuts. Did \.ou ever make any political contributio: 
Mr. DiCarRLo. No 
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Mr. Ne tuts. In any of the cities in which you have lived? 

Mr. DiCarto. No, sir. 

Mr. Neuuts. No further questions. 

The CuatRMAN. What companies did you handle juke boxes for? 

Mr. DiCarLo. Chippewa Amusement Co. 

The CHatRMAN,. Out of Chicago, or where? 

Mr. DiCar.o. No, it is my own—you said what companies did I do business 
with? 

The CuHairMan. Yes. 

Mr. DiCarvo. I guess Mills. 

The CuatrMan. And what others? 

Mr. DiCarwo. Oh, offhand I wouldn’t know, Senator. My partner used to 
handle most of that buying. 

The CHatRMAN. Well, anyway, who was your partner? 

Mr. DiCar.to. His name was Joe Anselloni. 

The CHatRMAN. Where does he live? 

Mr. DiCar.o. Well, he has been away from Buffalo. 

Mr. Mock. He said where does he live? 

Mr. DiCar.o. That is what I am going to answer. 

The CuarrMan. Did he live in Buffalo? 

Mr. DiCar.o. That is right. 

The CHatRMAN. Where does he live now? 

Mr. DiCar.o. I wouldn’t know. He has been gone from Buffalo the past 10 
or 12 vears. I don’t know where he is. 

Mr. Mock. That is the answer. 

The CHAIRMAN. Were you in business in Youngstown with Phil Rose? 

Mr. DiCar.o. No, sir. 

The CHarrMan. Solly Engel? 

Mr. DirCaruo. No, sir. 

The CuatrMan. Do you know them? 

Mr. DiCaruo. Yes, sir; slightly. 

The CuarrmMan. Do you know Joe Mellik? 

Mr. DiCarvo. Slightly. 

The CHArRMAN. Were you in business with him? 

Mr. DrCarvo. No, sir. 

The CHAIRMAN. Now, you did have a business interest in the Italian Village 
restaurant? 

Mr. DiCarto. Well, I was going in business there, and we had an agreement, 
but the deal never went through. I had a deposit up, but I withdrew from it 
before I got into it. 

The CHarRMAN. Wasn’t one of Joe Massey’s relatives in the business there? 

Mr. DiCarvo. I wouldn’t know. 

Mr. Hauiey. That was Ray Lenise, wasn’t it? 

Mr. DiCar.o. I wouldn’t know. I knew Ray Lenise. 

The CHatrRMAN. His wife is a niece of Joe Massey’s, isn’t she? 

Mr. DrCar.o. Is she? I wouldn’t know. I know Ray. I wouldn’t know 
if they are related. 

The CHarrRMaNn. Allright. I believe that is all. 

Mr. Hauiey. Mav I ask one or two more questions? 

Is Ray Lenise related to Louie Lenise, here in Cleveland? 

Mr. DirCar.o. I wouldn’t know him. 

Mr. Hautiey. You wouldn’t know that? 

Mr. DiCaruo. Yes. 

Mr. Hauiey. Do you know James Licavoli? 

Mr. DiCaruo. Yes. 

Mr. Hauuey. He was once in partnership with Louie Lenise here in Cleveland, 
wasn’t he? 

Mr. DiCarto. I don’t know any of Jack Licavoli’s business. 

Mr. Hauiey. When he got out of jail, did he go into the storm-window business 
with Louie Lenise? 

Mr. DiCar.o. I never heard—I am not interested. 

Mr. Hauiey. Do you know Vincent Mangine? 

Mr. DiCaruo. No. 

Mr. Hatuey. Do you know Rose Licavoli, who is married to Vincent Mangine? 

Mr. DiCar.o. Rose Licavoli? I don’t know no Rose Licavoli. I think you 
have got that wrong, counselor. 

Mr. Hauury. Well, her real name is Rosaline. 


~~ 
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Mr. DiCarvo. I don’t know. 

Mr. Hatuey. You don’t know any Rosaline Licavoli? 

Mr. DiCar.o. No, sir. 

Mr. Hauuey. Do you know the whole family? 

Mr. DiCar.o. The Licavoli family? 

Mr. Hauuey. Yes. 

Mr. DiCaro. Well, I know Pete and Jack, and I know his sister Grace. 
That is about all. 

Mr. Hatuey. Do you know his sister Rose? 

Mr. DiCarto. No, I don’t. 

Mr. Hauiey. When you say ‘‘Jack,’’ do you mean James? 

Mr. DiCarto. Well, I don’t know. I know him by Jack. It might be James. 

Mr. Hauuey. Thank you. 

Mr. DiCar.o. Thank you, Senator. 

The CuarrmMan. Mr. DiCarlo, you will remain under continued subpena of 
the committee, without serving any notices of subpena, to be available, if we 
want you again. 

You have refused to answer certain questions, and I will have to make a recom- 
mendation that some appropriate action be made in connection therewith. 

Mr. DiCario. Thank you, Senator. 

Mr. Mock. All right. 


AnNeEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with 
reference to the contempts committed by Joseph DeCarlo, alias 
“The Wolf,” alias DiCarlo. 


JANUARY 29, 1951, 


MEMORANDUM TO SENATOR Estes Kerauver, CHAIRMAN. Re Contempt of 
JosepH DeCarto (S. Res. 67) 


I have examined the record of the testimony of Joseph DeCarlo in adcition 
to hearing it at the time it was given, and it is my opinion, which las previously 
been conveyed to the committee, that the refi sal by Joseph DeCarlo to answer 
questions was contemptuous of the United States Senate and its Special Committee 
To Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and conetrrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of priv ilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the question asked and a line of proof which might incrimi- 
nate the witness under any Federal statute. 

In certifying contempt proceedings, t) is committee and its counsel have 
carefully distinguished between refisals to answer based on an arbitrary or 
fanciful claim of privilege from refusals to answer qvestions where a claim of 

yrivilege might be raised with even a minim: m possibility that the witness might 
e incriminated under any of the laws of the United States. 


Rupouexw Hauuey, Chief Counsel. 


O 
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PROCEEDINGS AGAINST JAMES LICAVOLI ALIAS JACK 
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Fresrvary 8 (legislative day, JANuaRY 29), 1951.—Ordered to be 


A 


ME KRgav VER, from the Special Committee To Investigate Organized 
co Crime i in Interstate Commerce, submitted the following 


—- 


a REPORT 
2 
- [To accompany S. Res. 68] 


‘ 


ee 


The Special Committee to Investigate Organized Crime in Interstate 
Commerce as created and authorized by the United States Senate by 
Senate Resolution 202, Eighty-first Congress, second session, caused 
to be issued a subpena to James Licavoli alias Jack White of Cleve 
land, Ohio. The said subpena directed James Licavoli to be and 
appear before the said committee forthwith, at room 532, Federal 
Building, Cleveland, Ohio, then and there to testify touching matters 
of inquiry committee to said committee and not to depart without 
leave of said committee. The date of issuance of the subpena was 
the 15th day of December, 1950. Attendance pursuant to said subpena 
was had on January 19, 1951, at which time the witness appeared, 
The subpena served upon said James Licavoli is set forth as follows: 


Unitrep STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To James Licavoul, 1953 East One Hundred and Twenty-first Street, Cleveland, 
Ohio, Greeting: 

Pursuant to lawful authority, vou are hereby commanded to appear before 
Special Committee to Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, on forthwith, 1950, at their committee room 532, 
Federal Building, Cleveland, Ohio, then and there to testify what vou may know 
relative to the subject matters under consideration by said committee. And 
bring with you such documents, papers, records, books of account, or any other 
book or paper relating to the financial or business activiti f vourself with John 
Licavoli and the Ferrar Brothers in the numbers and slot-machine business, or 
of any dealings in business or F SAREae that you or an) mber of your family 
has had with the above-named persons for the period 1945 to date. 

Hereof fail not, as vou will answer your default under the pains 


i and penalties 
in such cases m aa and provide 


To United States Marshal, by Norman Black, Deputy, to serve and return. 
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Given under my hand, by order of the Committee, this 15th day of Decer mber, 
in the vear of our Lord one thousand nine hundred and fifty. 


Estes KEFAUVER, 
Chairman, Senate Committee To Investigate 
Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Norman Black, who was duly authorized to serve the said 
subpena. ‘The return of the service by the said Norman Black, being 
endorsed thereon is set forth as follows 


DeceEMBER 15, 1950. 

I made service of the within subpena by handing to James Licavoli, the within- 
named personally at his usual place of residence 1953 East One Hundred and 
Twenty-first Street (A. K. A. Coltman Rd.), Cleveland, Ohio, at 10:25 o’clock 
a. m., on the 15th day of December 1950. 

JoHN J. WEIN, 

United States Marshal. 

NORMAN BLACK, 
Deputy. 

The said James Licavoli pursuant to said subpena and in compliance 
therewith appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, E ighty-first Congress, 
second session. James Licavoli having appeared as a witness and 
having been asked questions, which questions were pertinent to the 
subject matter under inquiry, made answers as appeared in the records 
of the hearing on January 19, 1951, at United States courtroom 312, 
Federal Building, Cleveland, Ohio, which record is annexed hereto 
and made a part hereof and designated “Annex I.”’ 

As a result of said James Licavoli’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of said subpena served upon this witness. 

The committee was therefore deprived of re to questions pur- 
suant to the committee’s inquiry propounded to James Licavoli per- 
tinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the re fusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was directed to appear and answer pertinent questions 
to the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee “of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpEcIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, JANUARY 3, 1951 


The committee held an executive session. There were present Senators Ke- 
fauver, Wiley, and Hunt. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be and hereby is authorized at his discretion to appoint 
one or more subcommittees of one or more Senators, of whom one member shall 





PROCEEDINGS AGAINST JAMES LICAVOLI, ALIAS JACK WHITE 3 


be a quorum for the purpose of taking testimony and all other committee acts, to 
hold hearings st such time and places as the chairman might designate in further- 
ance of the committee’s investigations of organized crime in the vicinities of the 
cities of Cleveland, Ohio, and Detroit, Mich. 

Estes KEFAvuver, Chairman. 

ALEXANDER WILEY. 

Lester C. Hunr. 


In accordance with the resolution of January 3, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses and t 
hear testimony at Cleveland, Ohio, on January 17 through 19, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING JANUARY 29, 1951 

The committee met at 3 p. m., in the Senate district room, United States 
Capitol. There were present the chairman and Senators O’Conor Hh int, Tobey, 
and Wiley. The chairman presented to the committee the minutes of the com- 
mittee meeting of January 19, 1951, together with a resolution made on January 
3, 1951. The chairman stated to the committee that the « hairman had ce pense ! 
a subcommittee to hear continued testimony in connection with organized crin 
in the city of Cleveland, Ohio, pursuant to the resolution of January 3, 19: Di. 
subcommitte e consisting of the chairman. 

The chairman then presented to the committee t] 
meeting of January 19, 1951, held in courtroom 312, Federal Building, Cleveland, 
Ohio. 


1e minutes of said subcommittee 


The chairman state -d to the committ that the witness, va 1es Licavoli re- 
peatedly, consistently, and arbitrarily had refused to answer questions put to him 
throughout counsel an chairman’s examination of said witness on January 19 


1951, and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly ad pt - the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded * Senator Wiley. 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
northern district of Ohio to proceed against th said lam s Licavoli in the 
manner and form provided by law. 


ANNEX [I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED STATES SENATE, 
SPEcIAL CoMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Cleveland, Ohio, Friday, January 19, 1951. 

The committee met, pursuant to adjournment, at 9:45 a. m., in room 318, 
Federal Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Also present: Rudolph Halley, chief counsel; Joseph L. Nellis, assistant 
counsel; George 8. Robinson, associate counsel; John McCormick, investigator. 

The CHatRMAN. Mr. Licavoli, will you come over here? 

Do you solemly swear the testimony you will give this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Licavo.ti. Yes, sir. 

The CHAIRMAN. Now, counselor, what is your name, sir? 

Mr. LaPouua. D. J. LaPolla, L-a-P-o-l-l-a. 

The CHarRMAN. Where are you an attorney at law? 

Mr. LaPouua. Warren, Ohio. 

The CuarrMan. Mr. Licavoli, what is your address 

Mr. Licavoui. 1953 East One Hundred and Twenty-first Street. 

The CHarrRMAN. 1953 what? 


> 
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Licavour. East One Hundred and Twenty-first. 


The CHarrRMAN. East a hundred and—— 


Mr. 


Licavoui. Twenty-first. 


The CHAIRMAN. Warren, Ohio? 


Mr. 


Licavoui. No; Cleveland. 


The CHAIRMAN. Cleveland, Ohio? 


Mr. 


Licavout. Cleveland is my residence. 


The CHAIRMAN. Cleveland. 
All right, Mr. Nellis, let’s get to it. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Neus. Mr. Licavoli, have you ever been arrested? 
Licavou. Yes, sir. 

NELLIs. How many times? 

Licavout. I don’t know. Many times. 

NELuLIs. Five? Ten? 

Licavou. I don’t know; maybe 10, 20. I don’t know. 
NELLIs. It was at least 20; wasn’t it? 

Licavoui. Maybe more. 

NELLIS. Did you ever go to jail? 

Licavout. Yes, sir. 

NELLIS. What crime? 

Licavour. 1945 I went to jail. 

NELLIs. What crime? 

Licavour. Extortion. 

NELLIs. Extortion? 

Licavou. Yes, sir. 


Mr. Neuuis. What were the facts of that, briefly? What were you convicted 
of? Who were you convicted of extorting something from? 


Mr. 


Licavo.t. That’s in Toledo. I don’t know. I “copped” a plea on 


extortion. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
The 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
The 
Mr. 
Mr. 
Mr. 


NELLIS. You did what? 

Licavout. I just “copped” a plea on extortion. 

NeEuuis. And you went to jail from 

Licavour. From one to five. 

Ne tuts. One to five years; is that right? Were you paroled? 
Licavoui. Yes, sir. 

NEtuis. What time was that? 

Licavour. In 1946. 

Neuurs. Who was your sponsor for that parole? 

Licavour. Father McBride and I think Thompson was. 
NELLIS. Who is Thompson? 

Licavour. A contractor. 

Neus. Is he Forest Thompson, of 631 Guardian Building? 
Licavoui. I don’t know. I think it is him. 

NELLIS. From Cleveland, Ohio? 

Licavoui. Yes, sir. 

Neus. Are you related to Pete Licavoli? 

Licavour. First cousin. 

Neuuis. Are you related to Thomas Licavoli, also known as Yonnie? 
Licavour. Yes; first cousin. 

Neuuis. Where is he? 

Licavour. He is up in Columbus. 

LaPoua. I object. That’s not pertinent to this cause here. 
CHAIRMAN. Mr. Counselor, I think it is, so your objection will be overruled. 
NeEuus. You are related to Thomas? 

Licavour. Yes, sir. 

NELLIs. First cousin; is that right? 

Licavout. Yes. 

NeEuuts. Do you have any sisters? 

LIcAVOLI. Four sisters. 

Neuurs. Will you give us their names, please? 

Licavour. Grace, Phyllis, Lena, and Anne. 

Neuurs. Grace is married to Frank Cammerata; is that right? 
Licavoul. No, sir. She is a cousin of mine. 

NeEuuis. She is a cousin of yours? 

Licavour. Yes. 

CHAIRMAN. Wait a minute, now. That is not clear. 

Licavoui. Grace is related. That’s Pete’s sister. 

Netuts. Pete’s sister and she is a first cousin of yours; is that right? 
LIcAVout. First cousin. 
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or 


Mr. Neuuts. The other sister Grace is married to whom? 

Mr. Licavout. She lives in St. Louis. 

Mr. Newuuts. Who is she married to? 

Mr. Licavoui. LeGrasso. 

Mr. Ne vuis. Pardon me? 

Mr. Licavour. LeGrasso. 

Mr. NEuuis. You mentioned another sister. Rosalyn? 

Mr. Licavour. Phyllis. Phyllis Rollo. 

Mr. Neus. What is her name? 

Mr. Licavour. Rollo. 

Mr. Nevuis. Where does she live? 

Mr. Licavour. St. Louis. 

Mr. Newuis. Another sister? 

Mr, Licavour. Lena. She is Barberodo. 

Mr. Newuts. She is married to Barberodo? 

Mr. Licavout. In St. Louis. 

Mr. Netuis. Do you have a sister named Rosalyn? 

Mr. Licavour. Anne McDonald. 

Mr. NEuuis. Pardon me? 

Mr. Licavou1. McDonald. She is under the marriage by McDonald. 

Mr. Neuurs. Who is she married to? 

Mr. Licavotr. MeDonald. St. Louis, too. 

Mr. Neus. Don’t you have a sister that is married to Vincent Mangine? 

Mr. Licavour. No. 

Mr. Neuuts. Not your sister? 

Mr. Licavout. No. 

The CuarrMan. Is it a relative? 

Mr. Licavoui. No relation at all. 

Mr. Nevius. What is your business? 

Mr. LaPotta. I object, now. 

Mr. Licavo.t. I refuse to answer that. 

Mr. Netuts. What business have vou been in? 

The CHAIRMAN. Wait just a minute. Let’s get this straight. 

Mr. Newus. I am sorry, Mr. Chairman. 

The CuHarrMAN. The question was: What is your business? 

Mr. LaPouua. We enter an objection, may it please the Senator. 

Mr. Licavout. I refuse to answer. 

The CuarrMAN. You are directed to answer. Do you refuse the direction of 
the Chair? 

Mr. Licavour. It tends to incriminate myself. 

The CuairMan. Let’s get this straight. 

Mr. Licavour. My records show what it was. 

The CHAIRMAN. Your records will show what? 

Mr. Licavour. My records, my books. 

The CHAIRMAN. Will show what business you were in? 

Mr. Licavour. Yes. 

The CHarrRMAN. You want to testify about your records? 

Mr. Licavour. No, sir. 

The CuHarrMan. Or these books? 

Mr. Licavour. No; I don’t care to. 

The CuarrmMan. Mr. Counselor, just exactly what is the objection? 

Mr. LaPouua. The objection is: May it please the Senator that the question 
is not pertinent to the cause before this committee and bis answer may tend to 
incriminate him. 

The CHatrMan. Of what? 

Mr. LaPouua. Of a crime, of a crime that he may say he was involved in 
something else. At this time we do not care to answer to anything pertaining 
to what business vou are in. 

Mr. Licavout. Well, Senator, excuse me. I refuse to answer all questions 

The CHarrMANn. You refuse to answer all questions? 

Mr. Licavour. Yes. 

The CHarrMan. Any and all questions? 

Mr. Licavo.ut. Any questions, all questions. 

Mr. LaPouia. Anvthing pertaining to his business. 

Mr. Ticavout. Business or not, I refuse to answer all questions. 

The CHarrRMAN. Anyway, answer the question, what business you were in. 
The chairman directs you to answer. You refuse to answer? 
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Mr. 
Mr. 
Mr. 
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Licavout. I refuse to answer. 
Neuuts. What is the Girard Novelty Co? 
Licavout. I refuse to answer that. 


The CHAIRMAN. You are directed to. 


Mr. 
Mr. 
Mr. 
Mr. 


LAPouua. Refuse to answer. 
Licavour. I refuse to answer. 
Neus. Do you know Mike Farah? 
Licavola. I refuse to answer. 


The CHatRMAN. You are directed to answer. 


Mr. 
Mr. 


Licavout. Yes, sir. 
NEuus. Isn’t it a fact that you and Mike Farah and the Hanna brothers 


and John Peter Cupell are partners in the Girard Novelty Co.? 


Mr. 
The 
Mr. 
The 
Mr. 


Licavout. I refuse to answer. 

» CHAIRMAN. You are directed to answer. 
Licavoui. Yes, sir. 

» CHAIRMAN. You refuse to answer? 
Licavour. Yes, sir. 


The CnHatrMan. Ask the question and state the place where it is alleged that 
the Girard Novelty Co. does business and what the alleged nature of the business 


is. 
Mr. 
The 
Mr. 

Niles, 
Mr. 
The 
Mr. 


Neuus. Girard Novelty Co. is— 
» CHAIRMAN. Ask it in the form of a question. 

NELuis. Is the Girard Novelty Co. located at 303 Robbins Avenue, 
Ohio? F 

Licavoul. I refuse to answer. 
» CHAIRMAN. Where? 

NELuIs. Niles, Ohio. 


The CHAIRMAN. You are directed to answer, Mr. Licavoli. 


Mr. 


Licavout. Yes, sir. 


The CHAIRMAN. You refuse to answer? 


Mr. 


Licavou. Yes. 


The CuarrmMan. Did you ever hear of Girard Novelty Co.? 


Mr. 


Licavout. I refuse to answer that. 


The CHarrMaNn. The chairman directs you to answer that question. What is 
the nature 


Mr. 
Mr. 


Licavo.ut. I refuse. 
LAPotua. We object to it. 


The CuarrMan. Let me ask the question. 


Mr. 
Mr. 


LaAPouua. I am sorry, sir. 
Licavour. I refuse to answer. 


The CHArRMAN. You don’t know what the question is yet, Mr. Licavoli. 


Mr. 


Licavour. Well, I don’t have to answer that. 


The CuarrMan. You mean whatever question it is going to be you don’t want 
to answer? 


Mr. 
The 
of the 
Mr. 
Mr. 
The 


Licavout. Pertaining to my business, I don’t care to answer it. 
» CHAIRMAN. Well, I will ask the question, anyway. What is the nature 
business of the Girard Novelty Co.? 

Licavoui. I refuse to answer. 

LaPout! A. We object. 
» CHAIRMAN. You are directed to answer. You refuse? 


(Mr. Licavoli nodded head affirmatively.) 


The 


>» CHAIRMAN. Proceed, Mr. Nellis. 


Mr. Neuuts. What is the Triangle Novelty Co. at Warren? 


Mr. 
The 
Mr. 
The 


Licavoui. I refuse to answer that, too. 
» CHAIRMAN. You are directed to answer. 
Licavout. Yes, sir. 
» CHAIRMAN. Do you refuse? 


(Mr. Licavoli nodded head affirmatively.) 
The CHatRMAN. Sir? 


Mr. 
The 
Mr. 


Licavout. I do refuse. 
» CHAIRMAN. We have got to get it on the record. 
Licavour. I refuse to answer. 


Mr. Neus. Did you ever hear of the Triangle Novelty? 


Mr. 
Mr. 


Licavout. I refuse to answer it. 
NEuus. Did you know— 


The CyuarrMan. Well, now, Mr. Counselor and Mr. Licavoli, can we have 
this agreement, that the usual procedure- 
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Mr. Licavoui. Senator, anything that pertains to the business I don’t care to 
answer. 

The CuHairnMan. Well, I know, but wait. Let me ask this: The usual pro- 
cedure is that a question is asked; you refuse to answer. Then it is the duty of 
the chairman to order or direet you to answer, and then it is the refusal to follow 
the directions of the chairman that is the basis for some kind of action. Can we 
have an understanding that unless the Chair withdraws the question or orders 
the question to be withdrawn, that if you refuse to answer, then it will be under- 
stood that the Chair will have ordered you to answer and that you refuse to 
follow the orders of the Chair? 

Mr. LaPouuia. The record may so stipulate. 

The CHarrMan. You understand that, Mr. Licavoli; do you? 

Mr. Licavou1. I don’t understand it. 

Mr. LaPouia. It means—— 

The CuHairmMan. You don’t understand it? Well, we had better—do you 
understand it, Mr. Counsel? 


Mr. LaPouua. I understand that anything pertaining to your business, why 


I > iV, 
you don’t care to answer it? 

Mr. Licavour. I don’t care to answer it. 

The CuarrMan. I am just trying to prevent going through the ceremony of 


ordering him to answer a question. 

Mr. LaPouua. It will be denied, refused, Senator. 

The CHatrMAN. Do you understand? 

Mr. Licavour. Yes. 

The CHarrmMan. You say you do? 

Mr. Licavour. I do. 

The CuatrMan. All right. 

Mr. Neuuis. Do you know Vincent Doc Mangine? 

Mr. Licavour. I do. 

Mr. Neus. Were you in a business with him in 1947? 

Mr. Licavour. No business. I worked for him. 

Mr. Neus. What was his business at that time? 

Mr. Licavour. Tavern. 

Mr. Neuuis. Pardon me? 

Mr. Licavour. A saloon he had. 

Mr. Neuuis. A saloon. Was that a business in which Lonardo, Satullo, and 
Joe Artwell were partners? 

Mr. Licavoutr. No, sir. 

Mr. Nevius. What is the Wagon Wheel? 


Mr. Licavour. That’s a saloon; it is a bar. 


Mr. Neuuts. It is a saloon? 
Mr. Licavour. Yes, sir. 
Mr. Neuuis. Going back to vour parole from prison, do you recall when that 
9 
was? 


Mr. Licavour. Yes, sir, in 1945. 

Mr. Nevius. Where did you go after vou were paroled? 

Mr. Licavour. I went to Vincent Mangine’s home. I worked for him mans 
ing the restaurant downstairs, and the parole officer told me 
bar; so I worked for—I got in business for Alesco Storm Window Co. in 1946. 

Mr. Neus. Alesco? 

Mr. Licavour. Yes 

Mr. Neuuis. Prior to going to live with Doc Mangine did you live with Jerry 
Milano? 

Mr. Licavour. Yes, sir. 

Mr. Neuuts. On Dorothy Avenue? 

Mr. Licavour. On Dorothy Avenue. 

Mr. Netuts. What is his business? 

Mr. Licavottr. I can’t recall. 

Mr. Neuuts. How long have you known him? 

Mr. Licavour. I know him for quite a while. 

Mr. Neuuis. You know Anthony Milano? 

Mr. Licavour. I heard of him; ves, sir. 

Mr. Ne tuis. Have you met him? 

Mr. Licavout. No, sir. 

Mr. Neus. Never met him? 

Mr. Licavour. I seen him. I know of him; say ‘Hello’ to him. If it is 
important, grocery store he has got. 
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Mr. Neuuts. Then after you left Milano’s home, vou went to live with Doe 
Mangine; is that right? ; 

Mr. Licavout. Yes, sir. 

Mr. Netuts. Is this Forest Thompson in any way connected with Al Polizzi; 
do you know? 

Mr. Licavour. At that time, no. 

Mr. Neuuts. Is he now? 

Mr. Licavoui. I don’t know. 

Mr. Neus. Did you hear that he testified here vesterday that thev 
business together? , ’ : 

Mr. Licavour. I didn’t pay no attention to it. 

Mr. Neuuis. But you heard it; didn’t you? You know that? 

Mr. Licavout. No, sir. 

The CHarrMan. All right. We know what the testimony was. 

Mr. Neuuis. Did you also know that he testified that Mangine was in business 
with him there? 

Mr. LaPouua. We object to that line of questioning, sir; not pertinent 

The CuarrMAn. What did the witness say? 

Mr. LaPoutua. He didn’t answer yet. 

The CHarRMAN. Read the question. 

Question read. 

The CuarrMan. Do you know it or not? 

Mr. Licavout. I don’t know. 

Mr. Neturs. And that Thompson, Mangine, and Polizzi were engaged in the 
construction business? 

Mr. LaPouua. I object to that question, Senator. 

The Cuarrman. I think I will sustain the objection because we have got the 
record here, unless the witness knows something about it. 

Mr. Neuuts. [ am asking him whether he knows. 

The CHarrMAN. Do you know anything about it? Just answer whether you 
know anything about it. 

Mr. Licavour. I don’t know. I didn’t pay no attention to that. 

Mr. Neuuts. Is this the same Forest Thompson who sponsored your parole in 
1946? 

Mr. Licavorr. Which one? 

Mr. Neuuts. Who is connected with Al Polizzi. 

Mr. Licavoutr. I don’t know if he is connected or not. I know there is a 
Thompson sponsored my parole. 

Mr. Neus. Is he the same Forest Thompson? 

Mr. Licavout. I couldn’t tell you. I don’t know. 

The CHairMAN. Let’s get at the matter. Where was he living when he spon- 
sored your parole? 

Mr. Licavout. Well, Nick Mangine is the one that sponsored my parole, 
Forest Thompson, I don’t know the man. 

The CHarRMAN. You don’t know him? 

Mr. Licavour. No; I don’t know him. 

The CuHarrmMan. Did he have anything to do with your parole, writing any 
letters for you? 

Mr. Licavott. I don’t know if he did or not. 

The CHarrMan. Offered to give you a job if you got out; was that part of it? 

Mr. Licavout. That’s part of it. Somebody wrote, Nick Mangine was telling 
me, some contractor. 

The CHarrmMan. Take your hand away from your mouth. Some contractor 
was going to give you a job when you got out? 

Mr. Licavout. Yes, 

The CuarrRMAN. Is that correct? 

Mr. Licavout. That’s right. 

The CHarrMAN. Was that Mr. Thompson, do you know? 

Mr. Licavoui. I don’t know if it is him. If I see him I would know. 

Mr. Hauuey. May I try to clarify that for a moment? 

When you were released from prison, you were paroled, is that right? 

Mr. Licavour. Yes, sir. 

Mr. Hauuey. In order to be paroled you had to have somebody sponsor you? 

Mr. Licavout. Sponsor, that’s right. 

Mr. Hatuey. And you talked to somebody about getting a sponsor? 

Mr. Licavour. Well, my lawyer did. 

Mr. Hauitey. To whom did your lawyer talk? 


were in 
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Mr. Licavoui. He must have talked to Thompson and Father McBride. 

Mr. Hauer. He talked to Mangine, didn’t he? 

Mr. Licavout. That’s Nick Mangine. That’s the lawyer. 

Mr. Hatuiey. Nick Mangine? 

Mr. Licavout. Yes, sir. 

Mr. Hautey. Is he related to 

Mr. Licavour. That is a brother of Vincent Mangine. 

Mr. Hauuey. He said he would get you a sponsor? 

Mr. Licavout. A sponsor; yes. 

Mr. Hatiey. You had never seen Thompson in your life, is that right, up to 
this time? 

Mr. Licavout. Well, if I would see the picture, I would see him, I would know 
if I would or not. 

Mr. Hatuey. Did you know Thompson when he sponsored you? 

Mr. Licavoui. No, I didn’t know Thompson when I was sponsored. 

Mr. Haury. That’s right. Then when you did get out of prison, did you go to 
work for Thompson? 

Mr. Licavout. No, sir. 

Mr. Hatter. What did you do instead? 

Mr. Licavout. I worked for the Wagon Wheel. I talked to my parole officer 
and he said it was all right for me to go to work at the maintenance of the restau- 
rant in the Wagon Wheel. 

Mr. Hatuey. At the Wagon Wheel? 

Mr. Licavout. Yes, sir. 

Mr. Hatiey. Who was your employer there? 

Mr. Licavotr. I don’t know the employer. 

Mr. Hauiey. You don’t know who gave you the job? 

Mr. Licavoui. Oh, Mangine, Vincent Mangine. 

Mr. Hauuey. Vincent Mangine gave you the job? 

Mr. Licavout. Yes, that’s right. 

Mr. Hatuey. Then you went to live with Vincent Mangine as well? 

Mr. Licavour. Yes, sir. 

Mr. Haury. How long did you live with Vincent Mangine? 

Mr. Licavout. Until about 1949. 

Mr. Hattey. Until about 1949? 

Mr. Licavour. Yes. 

Mr. Hatuey. Where did Mangine live? 

Mr. Licavout. He lived 83—2383 Kingston Road. 

Mr. Hauuiey. Did he ever go to Florida, do you know? 

Mr. Licavou. He went to Florida. 

Mr. Hatuey. Did he have a business in Florida? 

Mr. Licavo.t. I don’t know if he had or not. 

Mr. Hatiey. Did you ever go to Florida? 

Mr. Ticavour. No, sir. 

Mr. Hatuey. He never took you with him? 

Mr. Licavoui. Never went. 

Mr. Hatuey. Did you also go to work for Louis Lanese? 

Mr. Licavout. Yes, sir; that’s in the storm-window business. 

Mr. Hatiey. What? 

Mr. Licavout. Storm-window business. 

Mr. Hauiey. Storm-window business. How did you know Louis Lanese? 

Mr. Licavour. Through Doc—the lawyer, Nick Mangine. 

Mr. Hauuey. Through Nick Mangine? 

Mr. Licavout. Yes, sir. 

Mr. Hauiey. Had you met Louis Lanese previously? 

Mr. Licavout. No, sir. 

Mr. Hauiey. Do you know Ray Lanese? 

Mr. Licavout. Ray Lanese; yes, sir. 

Mr. Hattey. He is related to Louis Lanese, isn’t he? 

Mr. Licavouti. No; no, sir. 

Mr. Hauuey. No relation at all? 

Mr. Licavour. No relation at all. 

Mr. Hauuey. Is Ray Lanese related to you? 

Mr. Licavout. No, sir. 

Mr. Hatuey. He runs the Italian Village Restaurant, doesn’t he” 

Mr. Licavoutr. I knew him in Cleveland. 

Mr. Hauer. In Miami? 
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Mr. Licavout. I don’t know if he does or not. I know Ray through Cleveland. 

Mr. Hauiey. You knew him in Cleveland? 

Mr. Licavout. Yes. 

Mr. Haier. How did you meet Ray Lanese? 

Mr. Licavout. He had a dry-cleaning place on Euclid. 

Mr. Hauuey. When was that? 

Mr. Licavout. Oh, I say in 1944 or 1943 or 1944. 

Mr. Hauuey. After you got out of prison did you ever get to meet Forrest 
Thompson at all? 

Mr. Licavout. I met him a few times. 

Mr. Hauuiey. Where did you meet him? 

Mr. Licavour. Met him in the Wagon Wheel. 

Mr. Hatiey. Who introduced you to Lanese—I mean Mangine? 

Mr. Licavout. Yes, sir. 

Mr. Hauer. Vincent Mangine? 

Mr. Licavour. Yes. 

Mr. Hauer. No further questions. 

Mr. Ne.uuts. Have you ever been in any legitimate business? 

Mr. Licavoui. Legitimate business outside of storm-window business. 

Mr. Ne tuts. When were you in the stock-market business? 

The CHarrMan. Storm-window business. 

Mr. Licavour. Storm windows. 

Mr. Neus. Storm-window business. Is that the only one? 

Mr. Licavour. Yes, sir. 

Mr. Neuuis. How have you earned your living? 

Mr. Licavour. How did I earn my living? 

Mr. Neuuts. How did you earn your living? How long were you in that 
business with the Alesco Co.? 

Mr. Licavoui. One year. 

Mr. Nevius. One year? What year was that? 

Mr. Licavout. 1947. 

Mr. Newuts. How have you earned your living since then? 

Mr. Licavo.t. Since when? 

Mr. NELuIs. Since 1947. 

Mr. Licavout. I refuse to answer that question. 

Mr. Newuts. How are you earning your living now? 

The CHarrMan. Do we understand 

Mr. LaPouua. We have the understanding; that’s right, Senator. 

The CuHarrMan. He is directed to answer the question. 

Mr. LaPouua. That’s right, Senator. 

Mr. NeEuuts. How are you earning your living now? 

Mr. Iacavout. I refuse to answer the question. 

Mr. Neuuts. Have you ever been in California? 

Mr. Licavout. No, sir. 

Mr. NEuuts. Arizona? 

Mr. Licavour. Yes, sir. 

Mr. Neuuts. Where did you go in Arizona? 

Mr. Licavout. Went to my cousin’s ranch. I went to Pete’s ranch, my 
cousin’s ranch. 

Mr. Nexus. Where is that? 

Mr. Licavour. That’s in Tucson. 

Mr. Neuuts. What kind of a place is it? 

Mr. Licavo.t. It is a ranch. 

Mr. NE.uIs. What does he do on it? Raise horses? 

Mr. Licavout. I don’t know what he does. He don’t raise no horses. He 
has got a few horses. 

Mr. Ne.uts. Does he have a private landing field there—— 

Mr. Licavo.ti. No, sir. 

Mr. Neuuts. For private aircraft? 

Mr. Licavout. I couldn’t tell you that. I don’t know. 

Mr. Nevis. Have you ever been to Mexico? 

Mr. Licavout. No, sir. 

Mr. Neuuts. Do you know Jack Dragna? 

Mr. Licavout. No, sir. 

Mr. NEuuts. The Fischetti brothers? 

Mr. Licavout. No, sir 

Mr. Neututs. You know Joe DiCarlo, don’t you? 
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Mr. Licavoui. Yes. 

Mr. NeE.tuts. How long have you known him? 

Mr. Licavout. Quite a while. 

Mr. NEuuts. How long? 

Mr. Licavoui. I don’t know, quite a while. 

Mr. NeE.tuts. Did you know him before he came to Youngstown? 

Mr. Licavouti. Yes. 

Mr. NE.uuts. What was his business in Buffalo? 

Mr. Licavout. I couldn’t tell you. 

Mr. Ne.tuts. How did you know him before he came to Youngstown? Who 
introduced you to him? 

Mr. Licavour. I don’t know how I met him. I can’t recall. 

Mr. Neuuis. You remember where? 

Mr. Licavo.r. No. 

Mr. Ne tuts. Did you go up to Youngstown? 

Mr. Licavo.t. No, sir. 

Mr. Netuts. To Buffalo? 

Mr. Licavour. No. 

Mr. Ne us. Did he meet you here in Cleveland? 

Mr. Licavout. I met him at the fights a few times. 

Mr. Neus. Where? 

Mr. Licavour. Fights. 

Mr. Neuuis. Where? What city? 

Mr. Licavoui. Cleveland here. 

Mr. Neuuis. He came down here? 

(Mr. Licavoli nodded head affirmatively.) 

Mr. Netuis. Did you ever discuss with him the possibilities of his moving 
out of Buffalo, N. Y. 

Mr. Licavo.ri. No, sir. 

Mr. Netuis. Did you have anything to do with bringing him down to Cleveland? 

Mr. Licavout. No, sir. 

Mr. Neus. Did you have anything to do with setting him up in business in 
Youngstown? 

Mr. Licavour. No, sir. 

Mr. Neus. Did you ever hear what his business was there? 

(Mr. Licavoli shook head negatively.) 

Mr. Neus. Were you in business with him while he was in Youngstown? 

Mr. Licavour. No, sir. 

Mr. Neuurs. At any time? 

Mr. Licavouti. No, sir. 

Mr. Neturs. Has he given you any money since 1945? 

Mr. Licavour. No, sir. 

Mr. Neus. Never? 

Mr. Licavout. Never. 

Mr. Netuts. Do you know Joe Massey? 

Mr. Licavout. Yes, sir. 

Mr. Newtuis. When did you meet him? 

Mr. Licavour. I know him from Detroit. Oh, it is quite a while ago. I 
don’t know how long; a long time ago. 

Mr. Neus. A long time. Have you been up to Detroit to see him? 

Mr. Licavout. I have been to Detroit but not to see him, Joe Massey, to see 
my aunt and relations. 

Mr. NeEtuts. Did you ever meet him in Toledo, Ohio? 

Mr. Licavout. No, sir. 

Mr. Neus. Never saw him there? 

Mr. Licavour. Never saw him. 

Mr. Neus. Do you know Joseph Profaci? 

Mr. Licavout. No, sir. 

Mr. Neus. Do you know Sam DiCarlo? 

Mr. Licavout. Sam DiCarlo? 

Mr. Neuuis. Yes. 

Mr. Licavout. No, sir. 

Mr. Newuis. Joseph DiCarlo’s brother Sam. 

Mr. Licavout. I don’t know him. 

Mr. Neuuis. You don’t know him? 

Mr. Licavout. Oh, you mean Toto? They call him-—yes, sir; I know him. 

Mr. Ne tus. He is known as Toto? 
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Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
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Mr. 
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Mr. 
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Mr. 
Mr. 
Mr. 
Mr. 


Licavou. Toto. 

Neus. Which one is known as Toto? 

Licavoui. Sam is. My mistake. 

NELLIS. Where did you meet him? 

Licavour. I met him in Toledo. 

NEL.Is. How long ago? 

Licavour. Oh, quite a while ago. 

Ne .uis. Have you had any business dealings with him? 
Licavout. No, sir. 

Neuuis. Of any sort? 

Licavout. No, sir. 

Neus. Do you know Frank Cammarato? 

Licavout. Yes, sir. 

NeE.uts. How long have you known him? 

LicAVOLi. Quite a while. 

Neus. Who introduced you to him? 

Licavouti. Who introduced me, I don’t know. I can’t remember who 


introduced him. 
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Neuus. What is his business? 

Licavout. I couldn’t tell you. 

Neus. Do you know Rocco Russo? 

Licavour. No, sir. 

NeEuuiis. Never met him? 

Licavou. No. 

NE.Luts. Do you know Frank Cammarata? 

Licavoui. Yes, sir. 

Ne wuts. Is he a relation of yours? 

Licavoul. He is a relation through marriage; yes, sir. 
NE.LLIs. Have you ever been in business with him? 
Licavou. No. 

NE.LuIs. Do you know Mike and Louie Carriere? 
Licavou. Yes. 

NELuts. Who are they? 

Licavout. I just know them. I don’t know 
NeE.us. What is their business? 

Licavoul. I couldn’t tell you. 

NELLIs. Have you ever been in business with them? 

Licavo.t. No, sir. 

NELuIs. Were you ever a member of a gang called the Eagen’s Rats in St. 





Licavout. No, sir. 

NELLIs. You came from St. Louis, didn’t you? 

LIcAVOLI. Yes, sir. 

NeEuuis. Did you ever hear of a gang called Eagen’s Rats? 

Licavout. I did. 

NE.Luts. What was their business? 

Licavout. I couldn’t tell you. 

NE.LuLIs. When did you come here from St. Louis? When did you come 


here from St. Louis? 
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Licavoui. Here from St. Louis? 

NeEuuiis. When did you move? 

Licavout. I left St. Louis in 1926. 

NELuIs. In 1926 you moved to Cleveland, is that right? 
Licavout. No; I didn’t. To Detroit. 

Neuus. To Detroit? 

Licavoui. Yes. 

NELLIs. How long did you live there? 

Licavout. To 1929 in Detroit. 

NeEuus. And you moved from Detroit to Cleveland, is that right? 
Licavoui. Toledo. 

NeE.uts. Toledo. How long did you live there? 

Licavoui. About 3 years, then went back to Detroit. 

NELuIs. You went back to Detroit——- 

Licavour. And 
Neuuts. Go ahead. 

Licavour. Then I come back to Cleveland, I come in Cleveland in ’38. 
Neutuis. And you have had a continuous residence in this city more or 





less since that time? 
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Mr. Licavour. Yes, sir. 

Mr. Neuuis. And vou have earned your living here, whatever it is, is that 
right? 

Mr. Licavour. That’s right. 

Mr. Neuuts. Do vou know John Murabella? 

Mr. Licavour. Yes, sir. 

Mr. Neus. Who is he? 

Mr. Licavout. I just know him. 

Mr. Neuuis. Where is he from? 

Mr. Licavo.r. He is out of the same town I am, 

Mr. NELLIs. Pardon me. 

Mr. Licavour. He is out of St. Louis. 

Mr. Neuuts. Did you ever hear that he was arrested here in Cleveland in 1928° 

Mr. Licavoutr. I couldn’t tell vou that. I don’t know. 

Mr. Neus. With a group of other gentlemen from other parts of the country? 

Mr. Licavour. That is something I couldn’t tell vou. I don’t know. As far 
as knowing him, I know him. 

Mr. Neus. Pardon me. 

Mr. Licavour. As far as knowing him, I know him. I couldn’t tell you if he 
was arrested or not. 

Mr. Neuuis. Have you ever had any business dealings with him 

Mr. Li AVOLI. NO, sir. 

Mr. Nevius. When was the last time you saw him? 

Mr. Licavour. Last time I saw him must have been about 14 vears ago. 

Mr. Neuuis. You haven't seen him since then? 

Mr. Licavo.uti. No, sir. 

Mr. Neuuis. Didn’t vou visit him in St. Louis recently? 

Mr. Licavoul. No, sir. 

Mr. Ne tuts. You were down there, weren’t you? 

Mr. Licavout. Yes, sir. I visited my people down there. 

Mr. NE.LuIs. Sometime in December? 

Mr. Licavo.ir. No—December? 

Mr. Neuuis. 1950. Did vou go down to St. Louis? 

Mr. Licavoui. My father passed away. 

Mr. Neuuis. You went to a funeral? 

Mr. Licavour. Yes, sir. 

Mr. Neus. Did you ever hear of the Purple Gang? 

Mr. LIcavot_ti. No, sir. 

Mr. Neus. Never heard of it? 

(Mr. Licavoli shook head negatively.) 

Mr. Neus. Did vou ever read about it in the papers’ 

Mr. Licavoui. I read about it in the papers, but I never heard of it. 

Mr. NE.LLIs. You read about it in the papers but you never heard of it? 

Mr. Licavout. I read it, but I never heard—— 

Mr. NeE.uuis. What is vour answer? 

Mr. Licavour. Well, I heard it. 

Mr. NEuuts. You heard about it, didn’t you? 

Mr. Licavo.r. <All right. 

Mr. NELLIs. Sure, vou did. Who did vou hear were members of that gang’ 

Mr. Licavout. I can’t tell vou. I don’t know. 

Mr. Neuuis. Did you ever discuss that with your cousin? 

Mr. Licavo.ui. No, sir. 

Mr. NeEuuis. Ever discuss it with Yonnie? 

Mr. LICAVOLI. No, sir. 

Mr. NELLIs. Do vou Know Thomas Be MeGinty t 

Mr. Licavo.ui. No, sir. 

Mr. Neus. Morris Kleinman? 

Mr. Licavour. I know Morris. 

Mr. Neuuts. How well do vou know him? 

Mr. Licavo.ut. Not so good. 

Mr. NeEuuts. When did vou meet him? 

Mr. Licavout. I met him on a golf course. 


Mr. Neuuis. Who introduced you? 
Mr. Licavour. Nobody. 
Mr. NeuuIs. You just walked up to him and said hello? 


Mr. Licavoui. No. I met him, and just met him on the golf course. 
Mr. Neuuts. How do you meet these people? 
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Licavout. I don’t know how I meet them. I meet so many. 


S JACK WHITE 


I don’t 


Neus. When I meet someone I am either introduced or I walk up and 
tell them my name. How do you meet them? 


Licavout. I just happed to be playing golf and ran into him. 
Neus. And you just introduced each other; is that right? 
Licavoui. That’s right. 

NEuuts. Do you know Moe Dalitz? 

LICAVOLI. No, sir. 

NELLIS. Never met him? 

Licavour. No, sir 

NELLIs. Do » you know Louis Rothkopf? 

Licavoul. Yes, sir. 


. NELLIs. Where did you meet him? 


Licavout. In the fights I met him. 


r. Nevurs. Did you ever have any business dealings? 


Licavour. No business dealings. 


r. NELLIS. With any of these people? 

. Licavout. No, sir. 

*, Neturs. Do you know Chuck Polizzi? 

*, Licavoui. Yes, sir. 

*, NELLIS. How long have you known him? 


Licavoui. For quite a while. 


*, NELLIS. Have you had any business dealings with him? 
. Licavour. No dealings with him. 


Neus. Of any sort? 

Licavoli shook head negatively.) 

NeEuus. Did you ever go into any gambling ventures with him? 
Licavour. No, sir. 

NELLIs. Have you ever been in gambling ventures with anyone 
came avoul. I refuse to answer that question. 

NELurs. You refuse to answer that question? 

Li eeabe: Yes, sir. 

CHAIRMAN. Anything else? 

NeEuus. That is all I have. 

CHAIRMAN. Mr. Halley? 
Hautuey. Were you ever wounded by a bullet? 

Licavour. Wounded by a bullet? 

Hauuey. Yes. 

Licavoli sliook head affirmatively.) 

Hauiey. Were you ever shot? 

Licavour. Yes. 


. Hatitey. When and where? 


Licavour. That was in St. Louis. 


Hauuey. In St. Louis? 


. Licavoui. Yes. 


Hatiey. Who shot vou? 

Licavoui. A police officer. 

Hauuey. A police officer? 

Licavoli shook head affirmatively.) 

Hauiey. How did that happen? 

Licavout. I don’t know. Just shot at us. 
Hauuey. He shot at you? 

Licavoul. He shot at us. 

Hatiey. He shot at you. Did you shoot back at him? 
Licavour. No, sir. 

HaAuuey. Were you arrested on that occasion? 
Licavout. Yes, sir. 

Hauuey. Did you go to the hospital? 
Licavout. Yes; I went to the hospital. 


. HALLEY. Were you ever wounded on any other oceasions? 


Licavout. No, sir. 
Ha.iey. How many times were you arrested in St. Louis? 


else? 


Licavout. St. Louis? I don’t know. I couldn’t—maybe a dozen times, 


two dozen; I don’t know. 
HauLiey. Maybe two dozen? 
Licavoui. Yes. I couldn’t—— 
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Mr. Hauuey. I have the record here from Detroit, Mr. Licavoli, and it shows 
that in Detroit you were arrested 22 times; not quite two dozen; would that be 
about right? 

Mr. Licavouti. It might be. You got the figures. Fig 

Mr. Hauiey. Have you been arrested in Toledo? 

Mr. Licavout. Yes, sir. 

Mr. Hattey. How many times? 

Mr. Licavoui. I can’t tell you. Maybe two or three times in Toledo. 

Mr. HatiteEy. Have you been arrested in Cleveland? 

Mr. Licavout. A couple of times. 

Mr. Hauiey. And in Columbus, that is where you 

Mr. Licavoui. Done time, yes, sir. 

Mr. Hauuey. For blackmail? 

(Mr. Licavoli shook head affirmatively.) 

Mr. Hatuey. In all these arrests you were convicted once in 1925 and fined 
$100, is that right? 

Mr. Licavout. That’s right. 

Mr. Hauiey. And again you got a $4 fine for a traffic violation, and that 
the only traffic violation on these. 

Mr. Licavoli, reading this Detroit record I see an arrest for robbery, another 
for robbery, another for robbery. 

Mr. Licavour. I mean when they lock you up, they are liable to put anything 
on there. 

Mr. HauLey. Were you ever arrested for kidnaping? 

Mr. Lrcavoui. They put on kidnaping. They put everything on when you 
get marked up over there. 

Mr. HALLEY. You have been arrested for murder, too? 

Mr. Licavout. That’s right. 

Mr. Hautiey. On more than one occasion, isn’t that right? 

Mr. Licavour. That’s right. 

Mr. Hauuey. That’s right, isn’t it? 

(Mr. Licavoli shook head affirmatively.) 

Mr. Hauuey. And you have been arrested for viol: 

Mr. Licavout. Yes, sir. 

Mr. Hauiey. Were you sentenced to Leavenworth once for 1 to 3 months for 
violation of the prohibition law? 

Mr. Licavour. That’s right. 
Mr. Hautiey. Were you in the bootlegging racket? 


J 
J 


‘ 
Mr. Licavout. I refuse to answer that ¢ 
Mr. Hauuey. In any event, you went t 

prohibition law? 
Mr. Licavour. That’s right. 
Mr. Hauuey. How well do vou know Al Polizzi? 
Mr. Licavour. How well do I know him? 
Mr. Hauuey. Yes, sir 

Ir. Licavour. IT just know him, that’s all. 

[r. HALLEY Do vou know whether or not ther Vv >a des mad where}. 
Thompson would be put in the building business with Man ea Po 
reward for his going sponsor on your parole? 

Mr. Licavoui. No, sir. 
Mr. Hatitey. Thompson did go sponsor on vour parole? 


STON 
puesth 3 
) 


Leavenw ort! nm 1029 rr Violating t 


1: } _ 2 


Mr. Licavo.ut. He did, but that ain’t got nothing to do with Polizzi. 

Mr. H ALLEY. You sav vou don’t know whethe ror not T ompson Was I | S} 
ness with Polizzi? 

Mr. Licavour. That’s right. 

Mr. Hau.ey. That is something we know. 

Mr. Licavour. Well, I don’t know. 

Mr. Haury. That is all. 

The CnrarrMaANn. What did you do when you went to Toledo? What did y 
do ak wn in Toledo? 

Mr. Licavout. I don’t know what I did down there. I can’t remember. 

The CHAIRMAN. Sir? 

Ir. Licavout. I can’t remember what I did down there. 

The CHAIRMAN. You were there 3 years? 

Mr. Licavour. Yes, sir. 

The CuHarrMaAn. That is about when? When was that vell, vou first were in 
St. Louis and vou got in a good deal of trouble in St. Louis, didn’t you? 
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Mr. Licavout. I refuse to answer that. 

The CHAIRMAN, Sir? 

Mr. Licavour. I refuse to answer that. 

The CHarrMan. Well, vou were arrested in St. Louis a number of times. Did 
you know a fellow named Eagen out there? 

Mr. Licavour. No, sir. That is before my time. I was nothing but a kid 
then. 

The CHarrMaAn. And then from St. Louis you went to Detroit? 

Mr. Licavour. Yes. 

The CHarrMan. When did you leave Detroit to go to Toledo? 

Mr. Licavour. About 1930 or 1931; I’m not sure. 

The CuairmMan. Then you stayed in Toledo until about 1934? 

Mr. Licavoui. 1933 or 1934 they brought me back to Detroit. 

The CuarrMan. Did you have anything to do with any night clubs in Toldeo? 

Mr. Licavour. No, sir. 

The CHarRMAN. Did you engage in any gambling activity in Toledo? 

Mr. Licavour. No, sir. 

The CHarrMan. What did you do down there? 

Mr. Licavors. Nothing. 

The Cuarrman. Nothing? 

Mr. Licavouti. Yes, sir. 

The CHArRMAN. Just there? 

Mr. Licavour. Just there. 

The CHarRMAN. No business at all? 

Mr. Licavoui. No, sir. 

The CHairMAN. Then from Toledo you came to Cleveland? 

Mr. Licavour. Yes, sir. 

The CHarkMAn. How long did you stay in Cleveland? 

Mr. Licavout. Well, I went back to Detroit. 

The CuatrrMan. You went to Detroit. When did you come then to Cleveland? 

Mr. Licavout. In 1938. 

The CHarrmMan. And you have been here ever since? 

Mr. Licavou. Yes, ever since. 

The CHarRMAN. Do you go to Florida sometimes? 

Mr. Licavour. No, sir. 

The CHatrMAN. Never have been down there? 

Mr. Licavour. No, sir. 

The CuarrmMan. Hot Springs? 

Mr. Licavout. Hot Springs, went there about two or three times, Hot Springs. 

The CHatRMAN. Where do you stay in Hot Springs? 

Mr. Licavoui. Well, I stayed over at the Pullman Hotel once 

The CyaimmMan. Do you have an automobile, Mr. Licavoli? 

Mr. Licavout. Yes, sir. 

The CuatrMan. What kind? 

Mr. Licavott. Pontiac. 

The CHAIRMAN. How many cars have you got? 

Mr. Licavout. One. 

The CuatrMan. I am just interested, Mr. Licavoli—I don’t know whether you 
want to talk about it or not—but you have had quite a record, and how do you get 
started on this? How did you get started? 

Mr. Licavout. I can’t tell you. 

The CuHarrMAN. I am just interested from the viewpoint of whether it was 
lack of opportunity as a kid, or whether you grew up in the wrong neighborhood, 
or didn’t get a chance. 

Mr. Licavout. That is something I can’t answer. I can’t tell you what 
happened. 

Maybe it is the name, that’s all. 

The CHAIRMAN. Well, I suppose—— 

Mr. Licavout. It could be the name. They hear Licavoli, that’s all; something 
happens, Licavoli. 

The CHarRMAN. What I mean is, of course, you started out with a very good 
name at the time you started. 

Did you go to school when you were a kid? 

Mr. Licavout. Yes, sir. 

The CHatRMAN. How far along did you go? 

Mr. Licavo.r. I went to about the fourth grade. 

The CHAIRMAN. Read and write pretty well? 
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Mr. Licavo.t. Fair. 

The CHarrMan. Then after you got pushed out of the fourth grade, whi 
did you start doing? 

Mr. Licavout. Just nothing—went to work for a while for my father, 

The CHAIRMAN. What did he do? 

Mr. Licavour. He had a fruit business 

The CHatrMAN. He had a fruit business? 

Mr. Licavour. Yes. At the Union Market. 

The CHAIRMAN. How long did you work for him? 

Mr. Licavouri. I worked for him about 4 or 5 years. 

The CHAarRMAN. Then did you meet some bad associates and get started 
this game? 

Mr. Licavour. I don’t know. I can’t tell you what happened. I can’t 
remember that far back. 

The CHarrMan. I really think it is sort of a sad sit 

I think that these records have been referred to. 
the record. 

Mr. Haurey. I would like them put in evidence, Mr. Chairman. I would 








like the following records put in evidence, first, the record relating to the par 
of this witness on the sponsorship of Forest Thompson, and second, two sets of 
criminal! records of this witness, and I ask that they be made exhibits not only to 
his testimony but also to the testimony of Al Polizzi 

Mr. LaPouua. Objection for the record. 

The CHAIRMAN. They will be received and made part of the record 

Anything else? 

Mr. Neuuis. You have a brother John? 

Mr. Licavour. That’s right. 

Mr. Ne.uts. Is that right? 

Mr. Licavou. Yes. 

Mr. Neuuis. He came from Detroit in 1947, didn’t he? 

Mr. Licavour. That’s right 

Mr. Neuuis. He came to Ohio, and went to work at the Jungle Inn, didn’t he? 

Mr. Licavoui. I don’t know. 

Mr. NELLIS. Hy went to work there as a bartender for t ( | irah brot! rs: 


Mr. LICAVOLI. That is something I don’t know. 

Mr. Neuuts. Weren’t you instrumental in putting him in there? 
Mr. Licavout. No, sir. 

Mr. Neuuts. You were a business partner with the Farahs, weren’t you? 
Mr. Licavout. I didn’t say I was a,business partner. 

Mr. Neuuts. Were you? 

Mr. Licavoui. No, sir. 

Mr. NEuuis. You were not? 

Mr. Licavout. I refuse to answer that question, 

Mr. NEuuis. How long did he work there? 

Mr. Licavout. I can’t tell vou that. 

Mr. Nexus. I have no other questions. 


The CuarrkMan. I believe you were born in Sicily and you came over here as 
a kid? 

Mr. Licavour. No. I am an American citizen. 

The CHAIRMAN. You were born in this country? 

Mr. Licavour. Yes, sir. 

The CHarrMan. What are you, about 49 vears old? 

Mr. Licavout. Forty-six. 

The CHAIRMAN. Where were you born? 

Mr. Licavoutr. St. Louis in 1904. 

The CHarRMAN. Mr. Licavoli, you will have to remain under subpena subject 
to further action of the committee. That all. 


Mr. LaPoutua. Thank vou, Senator. 
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ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 
ence to the contempts committed by James Licavoli: 


JANUARY 29, 1951. 


MEMORANDUM TO SENATOR Estes KEFAUVER, CHAIRMAN, RE CONTEMPT OF 
JAMES Licavoui (S. Res. 68) 


I have examined the record of the testimony of James Licavoli in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by James Licavoli to answer 
questions was contemptuous of the United States Senate and its Special Com- 
mittee To Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 

t tl 


committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 


relationship between the questions asked and a line of proof which might incrimi- 


nate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have 
carefully distinguished between refusals to answer based on an arbitrary or 
fanciful claim of privilege from refusals to answer questions where a claim of 
privilege might be raised with even a minimum possibility that the witness might 
be incriminated under any of the laws of the United States. 





Rupoupepn HAwey, 
( hief Counsel. 








Calendar No. 86 


82p CONGRESS t SENATE Report 
1st Session No. 87 


PROCEEDINGS AGAINST PETER TREMONT FOR 
CONTEMPT OF THE SENATE 


Fesruary 8 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. Keravuver, from the Special Committee To Investigate Organized 


- <Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 69] 

~The Special Committee To Investigate Organized Crime in Inter- 
State Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second 
session, caused to be issued a subpena to Peter Tremont, of Chicago, 
Ill. The said subpena directed Peter Tremont to be and appear 
before the said committee forthwith at its committee room 900, 
HOLC Building, First and Indiana Avenue NW., Washington, D. C., 
then and there to testify touching matters of inquiry committed to 
said committee and not to depart without leave of said committee. 
The date of the subpena was the 26th day of August 1950. On 
December 20, 1950, pursuant to said subpena dated August 26, 1950, 
the witness so appeared in Chicago, Ill. The subpena served upon 
said Peter Tremont is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To PETER TREMONT, Care of Tremont Auto Sales Corp., 6040 South Cottage Grove, 
Chicago, Ill., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on forthwith, 1950, at their com- 
mittee room, 900 HOLC Building, First and Indiana Avenue NW., Washington, 
D. C., then and there to testify what you may know relative to the subject matters 
under consideration by said committee, and bring with you 

1. All ledgers, vouchers, canceled checks, check stubs, bank statements, 
notes, copies of tax returns, records of accounts receivable and payable, and 
records of cash receipts and disbursements, for the period from January 1, 
1940, to date; 

2. All books, records, or other documents showing ownership of, or other 
holding or interest in, any business company or enterprise, or in anv property 
real, personal, or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 
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To Daniel I. McCain to serve and return. 


Given under my hand, by order of the committee, this 26th day of August, i 
the year of our Lord 1950. 


Estes KEFAvUvER, 
Chairman, Committee on Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Daniel I. McCain, who was i authorized to serve the 
said subpena. The return of the service by the said Daniel I. McCain, 
being endorsed thereon, is set forth as follows: 


SEPTEMBER 14, 1950. 


I made service of the within subpena-by personal service on the within-named 
Peter Tremont at 6000 Cottage Grove Avenue, Chicago, IIl., at 10:45 o’clock 
a. m., on the 14th day of September 1950. 


Danie I. McCain. 


The said Peter Tremont, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. Peter Tremont, having appeared as a witness and 
having been asked questions, w hich questions were pertinent to the 
subject matter under inquiry, made answers as appeared in the record 
of the hearing on December 20, 1950, at Chicago, Ill., which record 
is annexed hereto and made a part hereof and designated ‘Annex I.” 

As a result of Peter Tremont’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to aa committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Peter Tremont 

ertinent to the subject matter which, under Senate Resolution 202, 
lighty-first Congress, second session, the said committee was 
instructed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I is a violation of the subpena under 
which the witness was directed to appear and answer pertinent 
questions to the subject under inquiry, and his persistent and illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in contempt 
of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee as set forth below: 


SpeciaLt ComMIrreE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel; and 
Julius Cahn, administrative assistant to Senator W iley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose of 
taking testimony and all other committee acts, to hold hearings at such time and 
places as the chairman might designate with reference to the committee’s investi- 
gations of organized crime in the vicinities of the cities of Chicago, St. Louis, 
Kansas City, Miami, Miami Beach, and Philadelphia, and in the States of New 
York and New Jersey. 

Estes KEFAUVER. 
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In accordance with the resolution of September 6, 1950, the chair- 
man designated himself as a subcommittee of one to swear witnesses 


and to hear testimony at Chicago, IIl., on December 18 through 20, 
1950. 


After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpeciaL CommirrEee To INnvesticaTE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m., in room 457, Senate Office Building. There 
were present the chairman and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of the committee meeting 
of September 6, 1950, together with a resolution made as of that date. The chair- 
man stated to the committee that the chairman had designated a subcommittee 
to hear continued testimony in connection with organized crime in the city of 
Chicago and in the cities of Miami and Miami Beach pursuant to the resolution 
of September 6, 1950, the subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subcommittee 
meetings on December 20, 1950, held in room 267, United States Courthouse (Old 
Post Office Building), Chicago, Ill. 

The chairman stated to the committee that the witness, Peter Tremont, re- 
peatedly, consistently, and arbitrarily had refused to answer questions put to him 
throughout the chairman’s examination of said witness on December 20, 1950, and 
that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the United States attorney for the 
northern district of Illinois to proceed against the said Peter Tremont in the man- 
ner and form provided by law. 

Estes Kerauver, Chairman, 





ANNEX I 


UNITED STATES SENATE, 
SpectAL Commirree To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Chicago, Ill., Wednesday, December 20, 1950. 

The committee met, pursuant to adjournment, at 9:30 a. m., in room 267, 
United States courthouse, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Also present: Rudolph Halley, chief counsel; George Robinson; Henry P. 
Kiley; William Amis; and Julius Cahn. 


TESTIMONY OF Perer C, TREMONT 


(The witness was sworn by the chairman.) 

Senator KEFauver. Let the record show that Mr. Joseph E. Green, attorney, 
No. 1 North LaSalle Street, is appearing with Mr. Tremont. 

Mr. Rosrnson. State your full name, please. 

Mr. Tremont. Peter C. Tremont. 

Mr. Rosrnson. Where do you live? 

Mr. Tremont. Congress Hotel. 

Mr. Rosinson. Do you have a business address, too? 

Mr. Tremont, Yes, I do. 

Mr. Ropinson. What is that? 

Mr. Tremont. 6040 Cottage Grove Avenue, 

Mr. Rosinson, What business do you have there? 

Mr. TrEMoNT. Tremont Auto Sales Corp. 

Mr. Rosinson. At 6040 Cottage Grove Avenue? 
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Mr. TREMONT. Yes. 

Mr. Rosrnson. Is that the address of any other business? 

Mr. Tremont. No, that is just the Tremont Auto Sales. 

Mr. Rosinson. There is no other business you conduct at that address? 

Mr. Tremont. No; Tremont Auto Sales. 
ane Rosinson, Is there a business called the Standard Golden Gate at that 

ress? 

Mr. Tremont. Well, Senator, if you don’t mind, I would like to make a state- 
ment before this committee. 

Senator Kerauver. All right, sir. 

Mr. Tremont. As a matter of record, I think as a citizen I have the right to 
make a statement here. Mr. Senator, I want to state my position here. With all 
respect to this committee, I understand I have certain rights and privileges under 
the Constitution. 

The reason why I am reading this, Senator, is because I am not used to making 
speeches and I am not very good at making speeches. 

Senator Kerauver. You can read it, or your counsel, either one. 

Mr. Tremont. As I understand, then, I refuse to answer questions on the 
basis that it may incriminate me. My concern in this respect, Senator, is not 
imaginary; it is real and sincere. Every day the paper in Chicago has carried a 
story saying that I was a man connected with the policy business. The stories 
have also said that I enjoy a very large income. They have quoted agents of this 
committee as saying that evidence which would be brought out at this hearing 
would be used by the internal revenue agents. They have plainly indicated that 
Federal criminal action might follow. 

I therefore have every reason to feel that almost any question I might answer 
regarding my business may be used against me in a Federal criminal case. 

I am sure that it is not the purpose or the wish of this committee to cause any 
citizen to be deprived of his rights under our Constitution. I refuse to answer 
that question and I must refuse to answer all other questions whose answers might 
in my judgment show me guilty of a crime or furnish clues or leads from which 
my guilt might be claimed. 

Senator Kerauver. All right, Mr. Tremont. We are glad to have your state- 
ment. Did you write the statement yourself? 1 

Mr. Tremont. I did, sir. 

Senator Keravuver. Or did your attorney write it? 

Mr. Tremont. I wrote the statement with his help. 

Senator KEFAvUVER. You mean you wrote it together? 

Mr. Tremont. Well, in a sense of the word, yes, I would say, but they are my 
words. 

Senator Kerauver. I might explain to you, Mr. Tremont, as I have to the 
previous witness, Mr. Manning, your right to refuse to answer under the fifth 
amendment of the Constitution only goes to either a Federal crime or a definite 
link in what might result in a Federal crime. You have no right to refuse to 
answer something that concerns only a violation of the State law. 

Also the testimony under the statute, what you say here, cannot be quoted as 
having been said by vou in a trial against you. 

We will ask you certain questions and we will let the record show that unless the 
chairman directs otherwise that you are ordered to answer those questions and 
then if you do not answer them, it will be taken that you refuse to follow the 
direction of the chairman. Do you understand that? 

Mr. Tremont. Yes, I understand what you said. 

Mr. Green. I understand, and the record will show, in each case, Senator, the 
basis of his refusal is on the fifth amendment. 

Senator Kreravuver. If he refuses to answer, we will understand that it is on the 
ground that it might tend to incriminate him. Then the usual procedure is that 
the chairman orders and directs you to answer, and you refuse to follow the order 
and direction of the chairman. By your refusal to answer it will be considered 
that the chairman has ordered you to answer unless. otherwise specified. Is 
that understood? 

Mr. Green. If I may, may I repeat it to him? 

Senator Kerauver. By the way, let’s go along with a few questions first and 
see how we get along. 

Mr. GREEN. All right. 

Mr. Rorrnson. How long have you been in the automobile business? 

Mr. Tremont. Well, I believe I went in the business back in 1933 or 1934, 
Iam not sure. It is a matter of record. 





| 
| 
| 
| 
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on 


Mr. Roninson. Is it a new, or is it a used, car business, or is it both? 

Mr. Tremont. It is new and used, sir. 

Mr. Rorrnson. Do you have a dealership? 

Mr. Tremont. We do, sir. 

Mr. Rorinson. And have you ever been in the construction business? 

Mr. Tremont. Yes, sir. 

Mr. Rorinson. What was the name of the business? 

Mr. Tremont. The Illinois Construction Corp. 

Mr. Rorinson. And how long were you in that? 

Mr. Tremont. Oh, I would say about 2 years. It is a matter of record. 
I think it is about 2 years. 

Mr. Roginson. And that was the business of bidding on contracts for building 
construction? 

Mr. TreMonrT. Yes, sir. 

Mr. Rosinson. Do you have any interest in that business now? 

Mr. Tremont. I do not, sir. 

Mr. Rorinson. You have sold it out? 

Mr. Tremont. Yes; I did. 

Mr. Rospinson. Do you have any interest in a company called the Rome- 
Silver? 

Mr. Tremont, Well, I decline to answer that question, Mr. Robinson, that 
the answer may incriminate me. 

Senator Kerauver. Now, just a minute. At this point the chairman directs 
you to answer the question, orders you to answer the question, and if you refuse 
to follow the order of the chairman, state so. 

You are directed to answer it. Do you still refuse to answer it? 

Mr. Tremont. I refuse to answer that question on the grounds—— 

Senator Kerauver. That is what I am getting at, where a question is asked 
and you refuse to answer it, my duty is to direct you to answer it, if I think it 
is a proper question. 

So without going through the ceremony each time of me directing you to 
answer the question, unless I order the question withdrawn, you understand you 
are directed to answer it, and you refuse to answer it. 

Mr. Roginson, Is that correct, do you understand that? 

Mr. Tremont. I believe I do; yes, sir. 

Senator Kerauver. All right. You do, Mr. Green? 

Mr. GREEN. I understand that; yes, sir. 

Senator Kerauver. Go ahead, Mr. Robinson. 

Mr. Ropinson. Do you have any interest in a company called Erie-Buffalo? 

Mr. Tremont. No, sir, I do not. Whatever it is, I don’t know what the 
company is. What is the company, may I ask that? 

Mr. Ropinson. Well, let me ask the question: Do you know what the Erie- 
Buffalo Co. is? 

Mr. Tremont. I do not, sir. 

Mr. Rosinson. Do you know Tom Manno? 

Mr. Tremont. I refuse to answer that question on the ground that that may 
incriminate me. 

Mr. Rosinson. Do you know Sam Pardy? 

Mr. Tremont. I refuse to answer that question on the ground that that may 
incriminate me. 

Mr. Rosinson. Do you know whether or not they are presently connected 
with the Erie-Buffalo Co.? 

Mr. Tremont. I refuse to answer that question on the ground that that may 
incriminate me. 

Mr. Rosinson. Do you know whether or not the Erie-Buffalo Co. is a com- 
pany which operates a policy wheel? 

Mr. Tremont. I refuse to answer that question on the ground that that may 
incriminate me. 

Mr. Rosrnson. You stated you had heard of the company but you had no 
connection with it? 

Mr. Tremont. No, I said I never heard of the company. I don’t know what 
the company is. 

Mr. Ropinson. You don’t know anything about it? 

Mr. Tremont. At the time you asked me the question, you asked me what the 
Erie-Buffalo Co. was, and I said I did not know. It sounded like a railroad 
company to me at first. 

Mr. Roginson. Do you know of the Erie-Buffalo Co., which is a policy wheel? 
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Mr. Tremont. I said I refused to answer the question on the ground that that 
may incriminate me. 

Mr. Rosinson. Do you know Jack Guzik? 

Mr. Tremont. I do not, sir. 

Mr. Rorinson. Do you know Tony Accardo? 

Mr. Tremont. I do not, sir. 

Mr. Rogpinson. You never met him? 

Mr. Tremont. No, sir. 

Mr. Rosrnson. Do you know Rocco Fischetti? 

Mr. Tremont. I do not think Ido. No, sir, I do not know him, 

Mr. Ropinson. Or Charles Fischetti? 

Mr. Tremont. I do not, sir. 

Mr. Rostnson. Where did you come from, Mr. Tremont? Have you always 
lived in Chicago? 

Mr. Tremont. No, sir. 

Mr. Rosrnson. What place did you come to Chicago from? 

Mr. Tremont. From Port Arthur, Tex. 

Mr. Ropinson. From where? 

Mr. Tremont. Port Arthur, Tex. 

Mr. Ropinson. Were you brought up in Texas? 

Mr. Tremont. Yes, sir. I was born in Louisiana, and brought up in Texas. 

Mr. Ropinson. When did you come to Chicago? 

Mr. Tremont. Well, I will try to figure that out. I think it was either 1924— 
I believe it was somewheres in 1924. 

Mr. Rogpinson. What did you do when you came to Chicago? Where were 
you first employed? 

Mr. Tremont. Oh, I had different odd end jobs here and there. I don’t 
remember exactly. I worked for the National Biscuit Co. for a while. I worked 
for—it wasn’t too long in any job to just exactly remember what the jobs actually 
were. 

Mr. Rosinson. Were you ever connected with the liquor business during the 
period from 1924 to 1930? 

Mr. Tremont. Would you mind repeating the question? 

Mr. Rosrnson. Were you ever connected with the liquor business? 

Mr. Tremont. No, sir; I have not. 

Mr. Ropinson. After you came to Chicago? 

Mr. Tremont. No, sir. 

Mr. Roxpinson. How much did you pay for the automobile account you 
acquired around 1932, 1931, or thereabouts? 

Mr. Tremont. Well, I would refuse to answer that question on the ground that 
it would incriminate me. 

Mr. Rostnson. Where did you acquire the funds with which to purchase the 
automobile business? 

Mr. Tremont. I would refuse to answer that question on the ground that it 
may incriminate me. 

Mr. Ropinson. Were you in the policy business around 1930 or 1931? 

Mr. Tremont. I would refuse to answer that question on the ground it may 
tend to incriminate me. 

Mr. Ropinson. Do you know how a policy wheel operates? 

Mr. Tremont. I refuse to answer that question. 

Mr. Ropinson. Have you ever heard of a policy wheel? 

Mr. Tremont. I refuse to answer that question on the ground it may incrim- 
inate me. 

Mr. Roxsinson. Do you know Caeser Benvenuti? 

Mr. Tremont. I would refuse to answer that question on the ground that it 
may incriminate me. 

Mr. Rosinson. Or Leo Benvenuti? 

Mr. Tremont. I would refuse to answer that question on the ground that it 
may incriminate me. 

Mr. Ropinson. Have you ever heard of Ed Jones? 

Mr. Tremont. I would refuse to answer that question on the ground that it 
may incriminate me. 

Mr. Roxsrnson. Have you ever had any business with the Victory Paper Co.? 

Mr. Tremont. I would refuse to answer that question on the ground it may 
incriminate me. 

Senator Kerauver. We understand your refusal to answer. You don’t need 
to quote on the ground that it may tend to incriminate you. 


} 
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Mr. Tremont. I see. That was the thing I meant to ask you before. 

Mr. Ropinson. Have you ever heard of the Victory Paper Co.? 

Mr. Tremont. I refuse to answer. 

Mr. Rosrnson. You refuse to answer that you ever heard of it? 

Mr. Tremont. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

As a matter of record, so there will be no confusion, I will say it my way if you 
don’t mind, Senator. 

Senator Keravuver. That is all right. 

Mr. Rosinson. Have you ever had any interest in any gambling establishment? 

Mr. Tremont. I refuse to answer that question on the ground it might in- 
criminate me. 

Mr. Ropinson. Have you ever heard of Paul Jones? 

Mr. Tremont. That name doesn’t seem to register. 

Mr. Rosinson. From Dallas, Tex.? 

Mr. Tremont. No, sir. 

Mr. Rosinson. How long have you known Pat Manning? 

Mr. Tremont. Well, it has been at least 23 years. He was married to my 
sister, and he has a boy that is 22. 

Mr. Ropinson. And was he ever associated with you in the automobile busi- 
ness? 

Mr. Tremont. No, sir. 

Mr. Ropinson. Was he ever on your payroll as a salesman? 

Mr. Tremont. No, sir. 

Mr. Roprinson. Do you have any interest in the Steeleo Co.? Have you ever 
invested any money in the company called the Steelco Co.? 

Mr. Tremont. I never hear of the company, sir. 

Mr. Ropinson. Do you know Joe Fusco? 

Mr. Tremont. Yes, I do, sir. 

Mr. Rosinson. How long have you known him? 

Mr. Tremont. At least 10 or 12 years. 

Mr. Rosinson. Have you ever had any business connection with him? 

Mr. Tremont. No, sir. 

Mr. Ropsinson. In the liquor business? 

Mr. Tremont. No, sir. 

Mr. Rosrinson. Do you know whether or not Mr. Pat Manning was in Texas 
in the year 1946? 

Mr. Tremont. No, sir, I do not know. 

Mr. Rosinson. You did not know that? 

Mr. Tremont. No, sir. I didn’t know he was there. If he was there, I don’t 
know. 

Senator Kerauver. Did Mr. Robinson ask you if you were ever connected in 
business with Pat Manning or Pat Manno? 

Mr. Tremont. Did he ask me such a question? 

Senator Kerauver. Yes. If he didn’t, I want to ask you if you ever were in 
business with Pat Manning or Pat Manno. 

Mr. Tremont. I refuse to answer that question, sir, on the ground it may 
incriminate me. 

Senator Kerauver. When did you get into the automobile business? 

Mr. Tremont. I answered that question, I believe. 

Senator Kerauver. Well, when was it 19—— 

Mr. Tremont. I think it was in ’33 or’34. Iam nottoosure. Itis a matter of 
record, Senator. I think it can be checked. 

Senator Kerauver. You are a Chevrolet dealer? 

Mr. Tremont. No, sir. 

Senator Kerauver. What line do you 

Mr. Tremont. Chrysler and Plymouth. 

Senator Kerauver. Chryslerand Plymouth. You also have a used automobile 
sales—you sell used automobiles? 

Mr. Tremont. Well, all new car agents have used-car problems. That is part 
of the business. 

Senator Kerauver. Is that Tremont Auto Sales a corporation? 

Mr. TrREmMontT. Yes, sir. 

Senator Kerauver. Are you the principal stockholder? 

Mr. Tremont. No. 
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Senator Kerauver. Do you mind telling us who the other principal stock- 
holders——— 


Mr. Tremont. My two sons. 

Senator Kerauver. Your two sons? 

Mr. Tremont. Yes. 

Senator Kerauver. The three of you own the business entirely? 

Mr. Tremont. Yes, sir. 

Senator Kerauver. Is it a big business? 

Mr. Tremont. Well, you—I believe you sent a man down there and he has the 
records on that. I can’t give you the accurate figures on it, but I believe you sent 
a man down to check the Tremont Auto Sales Corp. records, and I believe you have 
those records here. 

Senator Kerauver. Yes; I know, but I mean just generally how big a business 
is it? 

Mr. Tremont. Well, we sell an average—lI really can’t answer that. I mean, 
you have the records there. If you have the records they are such as they are. 

Senator Kerauver. Well, it is a substantially large business, isn’t it? 

Mr. Tremonr. I would say it is a nice business as far as that field is concerned, 
yes. 

Senator Kerauver. Well, Mr. Amis or Mr. Robinson, about how large is the 
business? 

Mr. Rosinson. They have a net of about $43,000. 

Senator Kerauver. Was the net this year about $43,000 so far? 

Mr. Tremont. If that is the figure you have it is correct. 

Senator Kerauver. All right. When did you get out of the Illinois Construc- 
tion Corp.? 

Mr. Tremont. Well, that is—I don’t have the exact record on that, but you 
have it. I believe your man was down to the Illinois Construction Co. You 
can incorporate any records you want. Iam pretty sure he has all those records 
and whatever you may have there is a fact. 

Senator Kerauver. Who was associated with you? Who is the operating 
director there? 

Mr. Tremont. Mr. Richard Sweitzer. 

Senator Kerauver. Who else? 

Mr. Tremont. And Mitchel Osohowski. 

Senator Kerauver. And who else? 

Mr. Tremont. And his brother Alex. 

Senator Kerauver. Where was the office of the Illinois Construction Corp.? 

Mr. Tremont. At—well, originally when they started I gave them a little 
space in my place for a short while until they got quarters to move into, and then 
they moved in over here where you went to, I think it is 5600 Blackstone Avenue, 
I believe it is. 

Senator Kerauver. And you sold out some time ago? 

Mr. Tremont. Well, it hasn’t been too long ago. 

Senator KErauver. Was Charles Gioe connected with that company? 

Mr. Tremont. Sir? 

Senator Kerauver. Charles Gioe was not connected with that company? 

Mr. Tremont. No, no; Charles Gioe is connected with our company. 

Senator Kerauver. Anyway, you have given us all the people who were the 
connections with that company? 

Mr. Tremont. Yes. 

Mr. G. S. Rosrnson. Do you know a Joe Revoletti or Revelio? 


Mr. Tremont. I refuse to answer that question on the grounds that that may 
incriminate me. 


Mr. G. 8. Rosrnson. That is all. 

Senator Kerauver. All right, Mr. Tremont, and Mr. Green. That will be all. 
We will have to recommend that some action be taken by way of contempt 
against Mr. Tremont, too. Sorry. 

Thank you, Mr. Tremont. 

Mr. Tremont. Thank you, Senator. 
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ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with 
reference to the contempts committed by Peter Tremont: 


JANUARY 29, 1951, 


MEMORANDUM TO SENATOR Estes Kerauver, CHAIRMAN, Re CoNTEMPT OF 
PETER TrREmonT (S. Res. 69) 


I have examined the record of the testimony of Peter Tremont in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by Peter Tremont to answer 
questions was contemptuous of the United States Senate and its Special Committee 
To Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might incrim- 
inate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


Rupourx HAtL.ey, 
Chief Counsel. 


O 
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PROCEEDINGS AGAINST DAVID N. KESSEL FOR 
CONTEMPT OF THE SENA’ CE 


Feprvuary 8 (legislative day, JANUARY 29), 1951.—Ordered to be printed 
4 
ons i : 
. K@FAvUVER, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


— 


REPORT 


[To accompany S. Res. 70] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to David N. Kessel of Piedmont, 
Calif. The said subpena directed David N. Kessel to be and appear 
before the said committee on November 21, 1950, at 2 p. m. in Room 
246, Federal Post Office Building, Mission Street, San Francisco, 
Calif., then and there to testify touching matters of inquiry committe d 
to said committee and not to depart without leave of said committee. 
The date of the subpena was the 20th day of dinate sae 1950. 
Attendance pursuant to said subpena was had on November 21, 1950, 
at which time the witness appeared. The subpena served abs said 
David N. Kessel is set forth as follows: 


Received November 20, 1950, United 
States Marshal’s Office, San F ran- 
cisco, Calif. 1016. 


UNITED StTaTEs OF AMERICA 
CONGRESS OF THE UNITED STATES 
To Davin KesseEt, 315 San Pablo Avenue, El Cerrito, Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
committee on Senate Committee To Investigate Organized Crime in Inters 
Commerce of the Senate of the United States, on November 21, 1950, at 2 p. m., 
at their committee room 246 Federal Post Office Building, Mission Street, San 
Francisco, then and there to testify what you may know relative to the subject 
matters under consideration by said committee. Producing at that time all 
books, records, canceled checks, memoranda, and correspondence relating to any 


gambling, slot machine, or punchboard enterprises owned or conducted by you 
for the period 1945 to date. 


tate 
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Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To United States marshal to serve and return. 

Given under my hand, by order of the committee, this 20th day of November, 
in the year of our Lord one thousand nine hundred and fifty. 


Estes KEFAUVER, 
Chairman, Senate Committee To Investigate 

Organized Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by R. Calmes, deputy United States marshal, who was duly 
authorized to serve the said subpena. The return of the service by 
the said R. Calmes, deputy United States marshal, being endorsed 

thereon is set forth as follows: 

November 20, 1950, 

I made service of the within subpena by handing to and leaving with the within- 


named David Kessel, at the office of his attorney at 351 California Street, San 
Francisco, at 3:30 p. m., on the 20th day of November 1950. 


Epwarkp J. CARRIGAN, 
United States Marshal, 
By R. Caumes, Deputy. 

The said David N. Kessel pursuant to said subpena and in compli- 
ance therewith appeared before the said committee to give such testi- 
mony as required by virtue of Senate Resolution 202 , Kighty-first 
Congress, second session. David Kessel having appeared as a witness 
and ‘having been asked questions, which questions were pertinent to 
the subject matter under inquiry, made answers as appeared in the 
record of the hearing on November 21, 1950, at San Francisco, Calif., 
which record is annexed hereto and made a part hereof and designated 
annex I. 

As a result of said David Kessel’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and ev idence concern- 
ing the matter committed to said committee in accordance with the 
terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to David Kessel 

ertinent to the subject matter which under Senate Resolution 202, 
Pighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer pertinent ques- 
tions to the subject under inquiry, and his persistent and illegal refusal 
to answer the aforesaid questions deprived the committee of 1 necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

At the committee hearing in San Francisco, Calif., on November 
21, 1950, there was present a quorum of the committee, as set forth 
in the record annexed, consisting of the chairman, Senator Kefauver, 
and Senators Tobey and Wiley 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 
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SpecraL CoMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 5, 1951 


The committee met at 11:30 a. m. in room 457 of the Senate Office Building. 
There were present the chairman’and Senators Tobey and Wiley. 

The chairman presented to the committee the minutes of said subcommittee 
meetings on November 21, 1950, held in room 246, Federal Post Office Building, 
Mission Street, San Francisco, Calif. 

The chairman stated to the committee that the witness, David Kessel, repeat- 
edly, consistently, and arbitrarily had refused to answer questions put to him 
throughout the chairman’s examination of said witness on November 21, 1950 
and that his refusal therefore was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Tobey, duly seconded by Senator Wiley, 
it was duly resolved that the committee present to the United States Senate, 
for its immediate action, a resolution requiring the United States attorney for the 
northern district of California to proceed against the said David N. Kessel in the 
manner and form provided by law. 

Estes Krerauver, Chairman. 





ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UnitTep Srates SENATE, 
SpecraL CoMMITTEE To INVESTIGATE ORGANIZED CRIME 
IN INTERSTATE COMMERCE, 
San Francisco, Calif., Tuesday, November 21, 1950. 


REPORTER’S TRANSCRIPT 


The committee met, pursuant to call, in room 246, Federal Post Office Building, 
Mission Street, San Francisco, Calif., Senator Estes Kefauver (chairman of the 
committee) presiding. 

Present: Senators Kefauver, Tobey, and Wiley. 

Also present: Rudolph Halley, chief counsel, and Harold G. Robinson, chief 
investigator. 

The CuarrMan. The committee will be in order. 

(David N. Kessel, a witness called, being first duly sworn, testified as follows:) 

Senator Kerauver. All right, gentlemen, let’s get going. 

Mr. FaAuLKNER. Mr. Chairman, I spoke to Mr. Robinson—I know this is a 
closed hearing and I inquired whether we would receive a copy of the testimony 
of these two witnesses. 

Mr. Hatter. You may purchase a copy from the stenographer. 

Mr. FauLKNerR. Pardon me? 

Mr. Hatter. You may purchase a copy from the stenographer on the specifie 
order that it is for the confidential use of the witnesses and their counsel only in 
connection with the witnesses’ own interests and not in any other connection. 

Mr. Fau.LKNER. Thatis right. I understood that in advance of the hearing. 

Senator Kerauver. You know the reporter and you can—Will you see that 
Mr. Faulkner has an opportunity to get a copy of Mr. Kessel’s testimony [indi- 
cating to the reporter]. 

Mr. FauLKNER. Thank you. 

Mr. Hatuey. Mr. Kessel, what is your full name? 

Mr. Kesseu. David N. Kessel. 

Mr. Hatuey. And what is your address? 

Mr. KegsseEu. 283 St. James Drive, Piedmont, Calif. 

Senator Kerauver. What city? 

Mr. Kesse.. Piedmont. 

Mr. FAULKNER. P-i-e-d-m-o-n-t. 
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Mr. Hatiey. What is vour business, Mr. Kessel? 

Mr. Kessev. I am appearing involuntarily under the compulsion of the-—— 

ae Ha.iey. Pardon me a moment. Are you reading from a prepared state- 
ment! 

Mr. KessEe.. This is my own statement; this is my own statement. 

Senator Keravuver. How long is that statement? 

Mr. Hauiey. Have you notes; you have typewritten notes? 

Mr. Kessev. Well, I can read, and I am trying to help myself so I can—that is, 


om to—stand on my constitutional rights; and I prepared this piece of paper my- 
self—— 


Mr. HA.iey 
assistance? 

Mr. Kessev. I prepared this paper all by myself. 

Mr. Hater. Your counsel weren’t with you when you prepared it? 

Mr. KessEu. I showed it to my counsel. 

Mr. Ha.tiey. You had no assistance from him in preparing it? 

Mr. KersseE.. I had it typewritten; that is all. I can’t typewrite. 

Senator Kerauver. What is this paper about, Mr. Kessel? 

Mr. KessEu. Well, I will read it to you, Senator. 

Mr. FauLKner. It is the form of his objection to being asked questions. 

Mr. Hatiey. You go ahead and read then. 

Senator Krrauver. Let us see how long it is. Is it seven or eight pages? 

Mr. FauLKNeER. It is not. 

Mr. Haury. May we see the whole thing? It might save a lot of time. Would 
you just hand it up? 

Mr. Fau.xner. I think the witness is entitled to keep his own paper, but I will 
show you what it is. I have no objection to showing it to you, counsel. 

Senator Krerauver. Just want to see how long it is; see if we can expedite it. 
Let him read it; go ahead. 

Mr. Kessei. I am appearing involuntarily and under the compulsion of a 
subpena served upon me by the committee. Under the circumstances surround- 
ing my being subpenaed as a witness before this committee, I decline to answer 
the questions on the ground that my answer may incriminate me or may have the 
tendency to incriminate me. And, with respect to the committee, I will continue 
to take that position in respect to any interrogation of me which will have that 
tendency. 

The resolution which created this committee contains very broad powers, 
including which is the power to inquire into the subject of whether or not various 
persons are violating either the State or Federal laws respecting various subjects, 
matters concerning which you are inquiring. 

Before appearing before your committee we read of the highly publicized 
activity of this committee, and particularly we call the committee’s attention to 
the fact that continuously since as early as November 16 the work of the committee 
has been the subject matter of extensive newspaper articles and very substantial 
headlines and all in the local daily papers. At the same time, there has been a 
highly publicized report of the California Crime Commission and -statements 
attributed to its members. It would interfere with the orderly proceedings of 
this committee to attempt to read into this record all of this publicity. 

Reference is made briefiy to part of it. I think the committee will agree that 
one of the main burdens of all this publicity is the question of whether various 
people who are witnesses or potential witnesses before this committee have sub- 
jected themselves to penalties, forfeitures, or criminal prosecutions in respect to 
the tax laws of the United States and other laws of the United States. 

I would like to call the committee’s attention particularly to an article in the 
San Francisco News, under the Los Angeles date line of November 17, entitled 
‘‘Kefauver Commission will check San Francisco figures tax returns.” I would 
like this particular article to be made a part of the record, if I may be permitted 
to do it, without reading it at length. 

Senator Kerauver. It will be made a part of the record. Let it be called 
“Exhibit 1.” 

Mr. Hatuiey. May I interrupt just a moment. Is it your sworn testimony that 
you personally dictated that statement? 

Mr. Fautxnmr. He didn’t testify to that; he had another paper there. We 
object to the question. 

Mr. Hauuey. Please let the witness answer the question. 

Mr. FauLKneER. He is entitled to make this objection before the committee. 

Mr. Ha.uey. I think you are trying to lead the witness, and he is between two 
lawyers, and 


r. Is that a paper you have prepared by yourself and with no 
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Mr. FauLkKner. I will object 

Mr. Hauer. No; please let me finish, sir. I find him hemmed in between 
two lawyers, and I find you are attempting to lead him. If you have an objec- 
tion, I am going to ask you to state the objection to the Chair. I will state the 
question again, and you may object if you desire. 

Senator Kerauver. That is an orderly way to do it, Mr. Counsel, ask ques- 
tions and—counsel is a good lawyer and we have worked together for quite a 
while. I think the committee and he endeavors, we think, to ask proper ques- 
tions. If you have an objection to any question, direct your objection to the 
Chair, and I will rule. 

Mr. Fau.KNner. I do suggest that the witness is trving to make a statement in 
an orderly manner as to the grounds upon which he declines to answer the question. 
I think that he is entitled to finish his statement. When he has finished his state- 
ment or has finished his objection, he can be cross-examined on the question and 
the question that counsel wants to ask him. 

Senator Kerauver. The question was whether he had prepared the document 
he is reading by himself or whether lawyers had prepared it for him. I think that 
is a proper question. 

Mr. FAuLKNER. Well, I would object. 

Senator Tosry. Didn’t he testify he did? Did I understand you did prepare 
this yourself? 

Mr. Kesseu. I prepared this paper, piece of paper, by myself and I showed it to 
my counsel. 

Senator Tospey. In other words, you prepared the text out of your own mind. 
After having completed it, you showed it to your counsel? 

Mr. KesseEu. Yes. 

Senator Tospey. Make any changes in it? 

Mr. Krsseu. No changes. 

Senator Tospry. So this that you have been reading to us is your own free will 
and is your own composition? 

Mr. Kesseut. My own piece of paper. 

Senator Toney. You own the paper, but did you write that yourself? 

Mr. Kessgeu. I couldn’t type it myself. 

Senator Torney. Did you dictate it? 

Mr. Kesseu. I wrote it and then I showed it to my counsel, and he thought it 
was the proper thing for me to have. 

Senator Kerauver. All right, let us go ahead. Read what you have and then 
we will 

Mr. Kessex. I will start over again. 

Mr. FauLKNER. Don’t start over. 

Senator KErauver. Start where you left off. You made something a part of 
the record. 

Mr. Kesseu. I would like this particular article to be made part of the record, 
if I am permitted to do it, without reading at length. 

Senator Kerauver. Exhibit 1 to his testimony 

(Exhibit 1, above referred to, appears as follows:) 

“Los ANGELES, November 17.—A unique power granted to the Kefauver 
Senate Rackets Investigating Committee by President Truman will be employed 
against Bay area underworld figures called before the group when it opens a 
San Francisco hearing tomorrow, the San Francisco News learned today 

“This power is the right to examine otherwise super-private, secret Federal 
income-tax returns. 

‘“‘Among those whose reports to the Government are slated for serutiny are 
Elmer (Bones) Remmer, William N. Pechart, David N. Kessel, Emilio (Gombo) 
Georgetti, Inez Burns, Sam Termini. alias Sam Murray, and others 

“(Subpenas for the San Francisco hearing were served on Pechart and Kessel 
East Bay gambling czars; Tom Kyne, betting commissioner, and Lou Wolcher 
coin-machine distributor. There’s a subpena for Remmer, if he can be found, 
and one for Syd Wolfe, bar operator. United States marshals said they knew of 
a Sydney Wolf, but couldn’t find any Syd Wolfe.) 

“Inspectors Frank Ahern and Tom Cahill of the police homicide squad will 
meet tomorrow to ‘discuss matters of mutual interest’ with Harold G. Robinson, 
chief investigator of the Senate committee; Mr. Robinson wired a request for the 
get-together. 

“Object of the examination will be to determine the profits of gambling and 
other illegal ventures—and also to weigh the veracity of California Crime Com- 
mission charges that Uncle Sam is being cheated out of income taxes. 
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“While the data from income-tax returns will not be disclosed in public hearings, 
they may be included by the Kefauver committee in its final report to the Senate. 

“The committee declined to identify all of the witnesses subpenaed to appear 
at the Seventh Street post office for tomorrow’s hearing, stating that deputy 
United States marshals had been having some difficulty locating all of the indi- 
viduals wanted. 

“Among those scheduled for questioning are Federal Bureau of Internal 
Revenue officials accused by the crime commission of showing favoritism to 
notorious characters and with participating in extracurricular activities which 
could conflict with their responsibility to maintain official impartiality. 

“These same accusations are slated for airing before the Federal grand jury in 
Los Angeles today. Because most of the reported offenses occurred in the 
northern California district, United States Attorney General J. Howard McGrath 
directed that transcripts of such testimony be sent to United States Attorney 
Frank Hennessy, of San Francisco, for possible presentation to a northern jury. 

“The San Francisco Federal grand jury, if it chose, could return indictments on 
the basis of such transcripts, or else call in witnesses to amplify any or all of the 
testimony. 

“‘Guarantee Finance Co., the San Francisco News learned today, settled back 
income-tax claims by voluntary payment of $350,000 to the Federal Government.” 

Mr. KessEe.. It would appear from the article that the committee attempts to 
use power to go into the subject matter of income tax and income-tax returns, and 
in this article my name is mentioned. And in the Oakland Tribune on Friday, 
November 17, which was on the subject of witnesses facing the committee, and 
the subject of taxes was given wide publicity. Again, to expedite the hearing of 
the committee I would like the article in the Oakland Tribune to be made part of 


my statement without reading it into the record. You will observe that the 
names 


Senator Kerauver. That will be exhibit 2. 

(Exhibit 2, above referred to, reads as follows:) 

“Pechart, Kessel subpenaed; Mickey Cohen talks today.” 

“Probers call six bay men.” 

“William Pechart and David Kessel, Contra Costa County gambling bosses, 
were under orders today to appear before the United States Senate Crime Investi- 
gating Committee when it opens a 2-day hearing in San Francisco tomorrow. 

“They and three other bay area figures have been subpenaed by United States 
Marshal Edward J. Carrigan. 

“He named the others as Tom Kyne, San Francisco betting commissioner; Lou 
Wolcher, reputed pin-ball king, and Syd Wolfe, big-time tavern operator. 

** *Bones’ Remmer called. 

‘‘A sixth subpena has been issued for Elmer (Bones) Remmer, San Francisco, 
Contra Costa County and Nevada gambler, but he has not yet been located, Carri- 
gan said. Emilio Georgetti, San Mateo County gambler, who is alleged by the 
crime commission to have handled $700,000 in cashiers’ checks in 1 year, had 
already been ordered to appear in San Francisco. 

“The Senate Committee, headed by Senator Estes Kefauver (Democrat, 
Tennessee) is scheduled to meet in the courtroom of Judge George B. Harris in the 
Federal Building in San Francisco tomorrow. Originally planned as a 1-day 
affair, the committee is now expected to continue over to Monday as the Senate 
investigators dig into California Crime Commission charges of widespread tax 
evasions by racketeers, assertedly aided by Federal Revenue Bureau agents. 

“Warren Olmey III, chief counsel for the crime commission and the man who 


wrote the sizzling report it issued Tuesday, was slated to appear today before a 
Federal grand jury in Los Angeles. * * *” 


‘“‘* * * Substantial expenses. 

‘Senator Kefauver disclosed details last night after spending most of the 
afternoon talking to Harry Sackman, bookkeeper for Cohen and other Hollywood 
underworld figures. 

‘“‘Kefauver said Cohen’s income since 1947 hasn’t been ‘very substantial but 
his expenses, as most know, have been most substantial.’ 

“‘As a result the Tennesseean said, Cohen ‘borrowed’ more than $100,000 in 
1947, $50,000 in 1948, and as much in 1949, and so far this year has borrowed 
$60,000. 

“Little paid back. 

“The Senator said Cohen apparently borrowed the money to balance his books 
for net income purposes. The novel feature of the financing, according to the 
committee, is that Cohen paid very little, if any, of the sums back. 
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“Senator Kefauver said he could not divulge the names of the lenders. Pre- 
sumably the Senator wants Cohen to do that publicly today. 

“Kefauver was asked if Cohen would face a congressional contempt charge 
should he refuse to testify. The Senator replied that problem will be handled 
when and if it arises. He said there have been no reluctant witnesses thus far in 
the western phase of the hearings. * * *” 

Mr. Kesseu. You will observe that the names of Mr. Pechart and Mr. Kessel 
ne very prominently in the headlines of this issue of the Oakland Tribune. 

‘urther, the subject matter of income tax of another witness heretofore examined 
as a subject of comment by the chairman of the committee in the Call Bulletin, a 
San Francisco newspaper, on Friday, November 17, 1950, a matter highly pub- 
licized, is the claim that the “‘income-tax evasion by gamblers and racketeers as 
well as tie-ups between Federal agents and underworld characters, indicates the 
situation is widespread. 

“There is no question of the need for a Nation-wide congressional investiga- 
tion of the Internal Revenue Bureau’s operations.” 

In the same issue of the same paper there is a headline: ‘Hint crime tax sensa- 
tion due.” 

In the morning paper, the San Francisco Chronicle of November 17, 1950, em- 
blazoned headlines appearing on the first page: ‘‘Senators checking bookies’ tax 
deal.”’ 

The articles referred to this committee. 

In the San Francisco Examiner of November 17, in an article relating to hear- 
ings conducted by this committee, after outlining certain developments at the hear- 
ing relating to finance and tax matters and other things, the chairman of this com- 
mittee is quoted as follows: 

‘Anything we find interesting,’ Kefauver declared, ‘we’ll turn over to the Bu- 
reau of Internal Revenue, because we cooperate with the Bureau of Internal 
Revenue’.”’ 

We wish further to call the committee’s attention to the fact in the San Fran- 
cisco News of November 18, 1950, that is indicating that the transcript of the testi- 
mony given before the committee by one of the witnesses will be carefully studied 
by prosecuting attorneys. 

It further appears in the same article that the Treasury agents were checking 
his highly explosive witness-stand statements to strengthen their impending 
income-tax-evasion facts. 

Under the circumstances, therefore, it is apparent that one of the purposes of 
the committee’s hearing is and very well could be means by which information 
obtained from witnesses as highly publicized as are Mr. Pechart and Mr. Kessel 
may be used in an effort to inflict upon them penalties and threats of criminal 

rosecution, claims to have occurred with respect to the laws of the United 
States, that it is required of me, as a witness, that I, a layman, vigilant in pro- 
tecting my own constitutional rights, any position I take myself or through my 
counsel is taken with full respect to the committee without any desire whatever 
to be in contempt of its power or authority, but only for the purpose of pre- 
serving to me the rights guaranteed to me under the Constitution of the United 
States. 

I am leaving with the committee a copy of the San Francisco News of Novem- 
ber 17, 1950, pages 1 to 12 thereof; a copy of the Oakland Tribune of November 
17, 1950, pages 1 to 16 thereof; a copy of the Call Bulletin of November 17, 1950, 
the first and second pages, page B and pages 1 to 14, inclusive; a copy of the San 
Francisco Chronicle of November 17, 1950, pages 1 to 14, inclusive, a copy of 
the San Francisco Examiner of November 17, 1950, pages 1 and 2, 19 and 20; 
a copy of the San Francisco News of November 18, 1950, pages 1, 2, 3, 4, 7, 8, 
9, and 10. 

Mr. Hatuey. Now, with reference to the documents you have just finished 
reading 

Senator Keravuver. All right, let the papers be filed as exhibits—let the group 
of them be filed as exhibit 3. Fasten them all together. 

Mr. Hatuey. With reference to the documents you just finished reading, is it 
your testimony that you personally prepared those documents, that is, the 
contents of them? 

Mr. Kesset. When I prepared them I showed them to my attorney, and he 
said it will be all right. 

Mr. Hauuiey. How did you prepare them, from scrap paper? 

Mr. Kesset, I had some old paper. 

Mr. Hatuey. Did you write them out in pencil or in ink? 
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Mr. Kesset. I had a pencil. 

Mr. Hauuey. Where did you write them out, at home? 

Mr. Kessev. At home as I went along with this. 

Mr. Hauiey. Then you brought the papers to your attorney’s office, is that 
right? 

Mr. KesseEv. I can’t typewrite myself so I had him—— 

Mr. Hauiey. Your attorney gave them to a young lady to type up, is that 
what happened? 

Mr. Kesseu.. It was typed by a young lady in the office. 

Mr. Hauuey. But entirely your own composition? 

Mr. KeEsseEu. Yes, sir. 

Mr. Hauuey. Did your attorneys make any suggestions, changes? 

Mr. Kesset. Well, didn’t make any suggestions, said it looked all right. 
I said, ‘‘What do you think of it?’”’ They said, “I think it is all right; they can 
use it.’”’ 

Mr. Hauuey. Is that substantially the circumstances? 

Mr. FAULKNER. Pardon? 

Mr. Hattey. Is that substantially the fact? 

Mr. FAULKNER. You’re asking me? 

Mr. Haury. Yes. 

Mr. FauLkner. You’re putting me in a very difficult position, don’t you 
think, under the laws of California? 

Mr. Hatuey. I don’t know. 

Mr. FaAuLKNER. You do. 

Senator KEFAUVER. Don’t answer if you don’t want to. 

Mr. FautKNner. I think we should clear this with you. Mr. Kessel 
ask him a question? 

Mr. Hauuey. Surely. 

Mr. FAuLKNER. Mr. Kessel, that particular paper is a paper where you made 
some suggestions to me and I dictated that paper, isn’t that right? 

Mr. Kessex. That’s right. 

Mr. FAuLKNER. Why didn’t you tell the committee? 

Senator Tonry. This contravenes of the truth. In other words, the witness 
lied to us. 

Mr. FAuLKnerR. He certainly hasn’t made—— 

Senator Topey. Well, he has lied to us, what he has done. He has broken 
his oath he took a few moments ago. Why in hell didn’t you come through clean? 
Before we get through with you you’ll wish you had. I am damned sick of the 
kind of hypocrisy. Go ahead. 

Mr. Hatiey. Continue with any other statement you want to make. 

Mr. FauLKner. Tell the committee how did you get mixed up, Mr. Kessel? 
I think that in a matter like this I have some standing in the court and com- 
mittee. I told the witness—now, I read all these cases as to—that there was a 
necessity for him to make certain that he was claiming the privilege personally. 
As you know, you have to do that. Now then, as far as that statement is con- 
cerned, Mr. Kessel, did you mean to mislead the committee? 

Mr. Kesseu. No. 

Mr. FAULKNER. Why didn’t you tell them—— 

Mr. KesseEt. I am sorry. 

Senator Kerauver. Well, Mr. Kessel has been guilty of perjury. I don’t know 
whether there is any use of going on with the hearing or not. He first said he 
wrote this himself and you made no changes in it. 

Mr. FautKNeR. Well, he has cleared it up, Mr. Chairman, 

Senator Krrauver. It appears the truth is—he came in and he says he wrote 
the whole thing. 

Mr. FAuLKNER. He has cleared it up. It isn’t—— 

Senator Kerauver. Very well, proceed. 

Mr. Hatuey. I would like to get this cleared up by him. What is the fact as 
you would state it, Mr. Kessel? 

Mr. Kesset. I am nervous when I came in here and I will admit that I am 
nervous and I never before had to appear to anything like this. And I would 
suggest why I brought this in here and I took it to my attorney and I had it 
written out. 

Mr. Hatirey. What had you written out? 

Mr. Kessev. I suggested that he write this up for me. 

Mr. FaAuLKNER. That isn’t the fact. 

Mr. Hatiey. Would you examine your witness to bring out that? 





may I 
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Mr. FauLKner. Mr. Kessel, in the matter of your preparation for appearance 
before this committee you indicated to me the problem of the appearing before 
the committee? 

Mr. Kesseu. That is right. 

Mr. Fau.Kner. Isn’t it a fact that I explained to you very carefully that 
under the law any right to claim a constitutional right must be exercised by you 
and not by your lawyer and that any objection vou make must be in the form 
that it is your personal objection, isn’t that right? 

Mr. Kesseu. That’s right. 

Mr. FauutKner. All right. Now then, I prepared for you with your help that 
statement, isn’t that right? 

Mr. Kessex. That’s right. 

Mr. FauLkner. And it is only your statement in the sense that it is yours not 
mine. Now, you conveyed to the committee very definitely that you prepared 
that whole statement. That isn’t a fact, you didn’t prepare any part of it, isn’t 
that correct? 

Mr. Kesseu. That is correct. 

Senator Tonry. Mr. Witness, may I address you man to man? You come into 
this room, which is a subcommittee of the United States Senate, a committee of 
the United States Senate, duly formed and appointed, and we are here on duty. 
You were subpenaed to come here before this committee, you sat down in the 
chair with counsel on either side and we asked you a few questions, and in kind- 
ness, man to man, and you gave us the answers after being sworn to tell the truth, 
the whole truth, and nothing but the truth, and you go along. It is evident to 
every one of the men sitting at this table you never prepared this paper, it had 
evidence of a legal mind. It was a deliberate falsehood, you perjured yourself 
before this committee, broke your oath to tell the truth. Counsel had to straighten 
it out and brings the truth out by his examination, put the cards on the table. 

I should say to you, as a member of this committee, I don’t know yet, when we 
get through, mean to examine vou at length, ask vou very pertinent questions, 
and vou realize the penalty of breaking faith of this committee and perjuring 
yourself. It means a prison sentence beyond question. You realize that. Now, 
I say to you that so far as this committee is concerned, no matter what the ques- 
tions are, that you answer them truthfully so help you God, or the consequences 
will be on you and this committee will take action so quickly you won’t know 
what happened to you. 

Mr. FauLKNER. May I say something? Mr. Cole will bear me out. In 
fairness to these two men, they were subpenaed to appear before your committee 
on Saturday. If they had wanted to avoid appearing before your committee, 
as your committee knows, they could have come into this building Saturday 
morning, which had only three people with the circuit court, the elevator operator 
and myself, and could then have gone on our way. I told Mr. Cole, the advice 
of my clients, that we would come at a time that would be convenient, that they 
didn’t have to do anything, and then we were resubpenaed— 

Senator Tosry. Of course, Mr. Counsel, I suppose what you say is true. 

Mr. FauLKNER. I mean, I can’t say anything about Mr. Kessel, I know that 
he is here to answer every relevant question to which he does not object absolutely 
truthfully. I know that is certain. 

Senator Toney. You will admit he made a poor beginning. 

Mr. FauLKNER. He has made the worst beginning I have ever seen. 

Senator Tospey. It is amazing. 

Mr. FaAuLKNER. I don’t know why he did it, the man is—— 

Mr. Hauirey. Did you ever go to Los Angeles as a result of a threat to you 
and your family? 

Mr. Kessev. To my family, arrest? 

Mr. Haury. A threat. 

Mr. KeEssEL. No. 

Mr. FauLKNER. Please listen to the question. 

Senator Kerauver. Get the question in your mind and then give vour answer 
after vou appreciate what the question is, Mr. Kessel. 

Mr. Haury. Did you ever go to Los Angeles as a result of a threat which you 
received? 

Mr. KesseEu. No, sir. 

Mr. Hatiey. Do you know Mr. Robinson here? 

Mr. Kesser, This gentleman? 

Mr. Hatuiey. The man on my right. 

Mr. KesseEv. I might have seen him, he looks familiar; I wouldn’t say for sure 

S. Rept. 88, 82-1——-2 
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Mr. Hautiey. Were you ever in Los Angeles police headquarters? 

Mr. Kesseu. Yes. 

Mr. Hatitey. Were you ever searched in the Los Angeles police headquarters? 

Mr. Kresset. Nobody searched me. 

Mr. Hauuey. You were asked to produce whatever cash you had on you? 

Mr. Kessev. That is right. 

Mr. Hatiey. You were found to have something over $5,000 in your pocket, 
is that right 

Mr. Kesseut. I hadn’t that amount of money. I had $3,100. 

Mr. Hauuey. $3,100? 

Mr. Kesset. That is right. 

Mr. Hatiey. Why were you in Los Angeles at that time? 

Mr. KesseEv. I had a deal with a fellow that is in moving pictures, I was going 
to ask him—he wanted me to come down and ask him—see him about a moving 
picture right. 

Mr. Hautiey. Who was that? 

Mr. Kesse.. Jack Schwartz. 

Mr. Hatiey. When was this trip to Los Angeles? 

Mr. Kesseu. I beg your pardon? 

Mr. Hauiey. When was this trip to Los Angeles? 

Mr. Kesseut. Oh, might have been about a year ago or so—I think a year ago. 
I don’t remember the exact date. 

Mr. HALLEY. Well, was it this year? 

Mr. KessEuu. No, it wasn’t this year, it wasn’t this year. 

Mr. HAuuey. Was it a year ago? 

Mr. Kesseuu. I think about a year ago. 

Mr. Hauiey. Did you make any statements to the Los Angeles police at that 
time? 

Mr. Kesse.u. I made no statements to them at all outside of my telling them 
that I don’t know what you want with me, and I had been to a restaurant and 
I came out and happened to have a young lady with me and I got picked up and 
I says, ‘‘What do you want from me?” Well, they said, “‘You will find out from 
headquarters.” 

Mr. Hauuiey. At that time were you with a man by the name of James Murray? 

Mr. KesseEu. I was with Jimmy Murray. He is a fight promoter and he went 
down to see, I think, another fight promoter by the name of Babe McCoy, They 
trade fighters, you know, they lease fighters out. 

Mr. Hatiey. Where did you meet Murray? 

Mr. Kesseu. Murray and I got on the plane. 

Mr. Hauutey. Where? 

Mr. Kesseu. In Oakland. 

Mr. Hauiey. And you flew directly to Los Angeles? 

Mr. KessEt. That is right. 

Mr. Hautiey. And where did you go? 

Mr. Kesseu. And we went to the Chapman Park Hotel. 

Mr. Hauiey. Did you meet anybody at the Chapman Park? 

Mr. KessEL. We met a lady. 

Mr. Hauuey. And did you go from there any place else? 

Mr. KessEu. No, sir. 

Mr. Hatuey. Did you go to a night club or restaurant? 

Mr. KessEL. We went to a restaurant to eat. 

Mr. Hatiey. When? 

Mr. FauLKNER. Please listen to the questions. 

Mr. Hauiey. Where did you go? 

Mr. Kesset. We went to—it is a place like, something like Trader Vie’s. The 
first time I have been there in my life. It is 

Mr. FauLKNER. Could I help the witness? 

Mr. HAuuey. Yes. 

Mr. FAULKNER. You told me it was the Beachcomber. 

Mr. Kessev. That is right; the Beachcomber. 

Mr. Hatiey. Who was with you at the table at the Beachcomber? 

Mr. Kessevt. Myself, Mr. Murray, and this lady. 

Mr. Hauer. Did you talk to anyone else at the Beachcomber? 

Mr. Kesseu. I don’t know anybody else. 

Mr. Hairy. Did you talk to anyone else at the Chapman Park? 

Mr. Kessev. Just registered there and we went in and washed our hands, 
had a couple of drinks, and went out there in a cab. 
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Mr. Hauuiey. Did you spend any money in excess of $1,000 in Los Angeles? 

Mr. Kesseu. I don’t think my bill was—$15—$18 at the Beachcomber. 

Mr. Haury. Did you give anybody else any sums of money? 

Mr. KesseEv. No, sir. 

Mr. Hauer. Now, you were arrested when you left the Beachcomber, or picked 
up by the police? 

Mr. Kessex. I wasn’t arrested, just took me in a room. 

Mr. Hauuey. Picked up by the police? 

Mr. Kesseu. That is right. 

Mr. Hauuiry. And they asked you how much money you had with you? 

Mr. Kessev. Yes, I told them that was my own money. They said, let me see 
it. I showed it to them. They took everything, all my credentials and counted 
the money. 

Mr. Hatiey. And how much was there, do you think? 

Mr. Kgssgu. About $3,100. 

Mr. Hatiey. Do you remember being questioned? 

Mr. Kesseu. Beg your pardon? Yes. 

Mr. Hatuny. Wasn’t Mr. Robinson right there then? 

Mr. Kesseu. I don’t know. I wouldn’t say for sure. 

Mr. Hauiey. Did you say that you were in Los Angeles because somebody had 
called you up? 

Mr. Kersset. Nobody called me up, I had an engagement with a man, I was 
going to buy some moving-picture rights. 

Mr. Hauiey. What was this man’s name? 

Mr. KesseEL. Jack Schwartz. 

Mr. Hauuey. Did you see Schwartz? 

Mr. Kesseu. I never saw him that night, they wouldn’t let me see him, I 
said, “You call that man up and ask him if I am to meet him tomorrow morning.” 
They called up at 12 o’clock at night and they came back, ‘‘Why, vou have no 
date with that man.” I said I have a date and to prove it to you I would like to 
see you tomorrow, put @ man in my room, I will pay his salary, and let me go 
about my business and then I will go home. I have no reason to go outside of 
that— — 

Mr. Hatiey. When did you go home? 

Mr. Kessev. [ went back at 2 o’clock. 

Mr. Hauiey. Took you to the airport and see that you caught a plane? 

Mr. KesseEu. Put me on a plane at 2 o’clock in the morning. 

Mr. Hatter. Did you make any statement to the police that you had been 
threatened? 

Mr. Kessex. No, sir; all I told them was that I was robbed once. I was held up 
in my house. 

Mr. Hatter. Did you make any statements to the press that you had been 
threatened? 

Mr. KesseEu. I don’t think there was any press in the house—— 

Mr. Hauiey. Well, did you tell anybody 

Mr. KesseEt. I didn’t tell—— 

Mr. Hauuey. Let me finish the question. 

Mr. Kesseu. Yes, sir. 

Mr. Hauiey. Did you tell anybody that you had had a telephone call from 
someone you didn’t know and that you had received numerous threats to bomb 
your home and harm your family? 

Mr. Kesseu. Never told anybody. 

Mr. Hauer. You told that to nobody? 

Mr. KessEu. No. 

Mr. Hatuwy. You didn’t tell that to any newspaper reporters? 

Mr. KesseEu. I didn’t tell to anybody that I had a threat or that I had a tele- 
phone, a mysterious call. I do get mysterious calls, I do get some, but I don’t 
know who they are. I don’t believe any 

Mr. Hatuiery. Tell the committee about the mysterious calls. 

Mr. KessEu. Well, the man called up right after my robbery, called me up and 
said, ‘‘Better look out, better be careful.”’ ‘‘Who is it?” and then they hang up. 

Mr. Hatiny. When were you robbed? 

Mr. Kersseu. Well, I had this house 3 years, and—I guess about 3 years ago. 

Mr. Hatiey. What is your business? 

Mr. Kesset. I am appearing involuntarily under the compulsion of a subpena 
served upon me by the committee. Under the circumstances surrounding my 
being subpenaed as a witness before this committee I decline to answer the question 
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on the ground that my answer may incriminate me or may have the tendency to 
incriminate me. With respect to the committee I will continue to take that 
position in respect to any interrogation of me which will have that tendency. 

Senator Kerauver. Just a minute. Now, the Chair orders you to answer that 
question, the Chair rules that the question is a proper one and orders you to answer 
it. 

Mr. FAULKNER. Would I be permitted to be heard? 

Senator Kerauver. Yes, in just a minute. Do you refuse to answer the 
question after being ordered by the Chair? 

Mr. Kesseu. I decline to answer it for that reason, my answer may tend to 
incriminate me. 

Senator Kerauver. In the future where you want to make your objection can 
we have this understanding: That we are just assuming that you will cite the 
same objections you have just read, you just say that “I object, | refuse to answer 
on the grounds that it might incriminate me.’’ And the Chair will order you to 
answer the question and then if you refuse to answer it just say that vou refuse 
to answer it. 

Now, Mr. Counsel, you wanted to be heard? 

Mr. FauLKNeErR. I want to call the committee’s attention to this fact, which 
vou are undoubtedly aware, you have operated, as you know, under a statute 
that gives vou the power to compel a witness to answer. That is on one side. 
On the other side is the constitutional right of any witness to decline to answer 
if the answer might tend to incriminate him. 

Senator WiLey. Under the State law or the Federal law? 

Mr. FauLKNeR. Federal law. Now, you have two sections of the Revised 
Statutes, section 859 and section 860. In the Supreme Court of the United 
States in Counselman v. Hitchcock held 860 was an invalid statute on the situation, 
that it gave the witness no protection. The Supreme Court recently in the 
Bryan case commented on the fact that you have the anomalous situation in 
Congress of having an immunity statute, which is a companion of section 860 
and they have held the cases are replete that does not give the witness immunity. 
Now, there is the position of the witness and I have advised him that in my opinion 
that section 3486, the old section 634 of the United States Code, does not give 
the immunity, that I don’t doubt at all that it was the intention of you gentlemen 
to give to the gentleman, but then you come into the series of cases and it doesn’t 
make any difference what the view of the committee is, they have no power to 
enlarge that statute. Now, they have a proper immunity statute, but it has 
never been enacted in lieu of section 85—— 

Senator Krravuver. The committee rules that if he cay refuse to answer a quese 
tion that might incriminate him of a Federal offense, that does not apply to a State 
offense. 

Mr. FauLKNER. We understand that clearly. 

Senator Kerauver. The question as to what his business is, by any stretch of 
the imagination would not—I don’t see how that would tend to convict him or 
give evidence against him of a Federal offense. 

Mr. FauLKNER. Well, it could very well—— 

Senator Kerauver. Anyway, the Chair ruled that he be required to answer 
and he has refused. The record is made and let us go ahead to the next question. 

Mr. Hautuiey. Where do you live? 

Mr. Kessex. 283 St. James Drive. 

Mr. Hauuey. Of what city? 

Mr. Kesse.. Piedmont, Calif. 

Mr. Hauiey. In what county is that? 

Mr. Kesseu. That is Alameda County. 

Mr. Haury. Were you ever in Contra Costa County? 

Mr. KesseEt. I never lived there, I have been there, I have been in Contra Costa 
County. 

Mr. Hauxey. You do not live there. Do you have any business there? 

Mr. Kessex. I decline to answer. 

Senator Kerauver. The Chair directs you to answer and you refuse to answer, 
is that right? 

Mr. FAULKNER. Yes. 

Senator Keravuver. Let the record show that the Chair directs you to answer. 

Mr. FauLKNER. Pay attention to the chairman, Mr. Kessel. 

Senator Kerauver. The Chair directs you to answer that question, and do 
you refuse to answer? 

Mr. KesseEu. I refuse to answer. 


a 
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Mr. Hatutey. Do you know Mr. William Pechart? 

Mr. KesseEu. Yes, I do. 

Mr. Hatitey. How long have you known him? 

Mr. Kessext. About 15 years. 

Mr. Hatuey. Have you ever had any business relationships with William 
Pechart? 

Mr. Kesset. I decline to answer. 

Senator Kerauver. The Chair orders you to answer. You decline? 

Mr. KesseEu. I decline. 

Mr. FauLKner. I understand that what he says when he says he declines 
that he states that fully? 

Senator Kerauver. That is right. 

Mr. Hauiey. Between the years 1935 and 1940, what was his business? 

Mr. Kessegt. I decline to answer. 

Senator Kerauver. The Chair orders you to answer; do you decline? 

Mr. KesseEu. I decline. 

Mr. Hauutey. Where were you born? 

Mr. Kesset. Rumania. 

Mr. Hautey. When? 

Mr. Kessev. October 31, 1894. 

Mr. Hauuey. And when did you come to the United States? 

Mr. KessEu. That was when I was 3 years old. 

Mr. Hauuey. And in what part of the United States did you first live? 

Mr. Kessext. New York. 

Mr. Hautuiey. How long did you live in New York? 

Mr. Kessex.. I lived there until—— 

Senator Witry. Louder, please. 

Mr. Kesseu. I lived there until I was about 17 years old. 

Mr. Haury. Did you attend the public schools in New York? 

Mr. Kesseu. Yes, sir. 

Mr. Hauiey. How far did you complete your education in New York? 

Mr. Kessexu. Oh, [ just went through the public school. 

Mr. Hatitey. High school? 

Mr. Kesseu. No. 

Mr. Hatiey. Grammar school? 

Mr. Kesseu. That is all. 

Senator WiLtey. Seventh and eighth? 

Mr. Kesseu. Yes, seventh and eighth grades. 

Mr. Hatury. Are you a citizen of the United States? 

Mr. Kesseu. Yes, sir. 

Mr. Hatter. When did you become a citizen? 

Mr. Kesseu. I voted on my father’s papers. 

Senator Wiiey. I don’t hear you. 

Mr. Kesseu. I voted on my father’s papers. 

Mr. Hatiey. You mean by that you became a citizen by virtue of your father’s 
citizenship? 

Mr. Kessev. That’s right. 

Mr. Hauiey. What is your father’s full name? 

Mr. KesseL. Nathan Kessel. 

Mr. Hatuey. And do you know when and where he became a citizen? 

Mr. Kesset. He became a citizen in New York. 

Mr. Hatter. Do you know when? 

Mr. Kesseu. I wouldn’t—he’s dead, and I wouldn’t remember the date. 

Mr. Hatter. Do you remember the year? 

Mr. KesseEt, I couldn’t—I wouldn’t remember the year. 

Mr. Hatiey. Where were you living in New York when you think he became & 
citizen? 

Mr. KesseEt. I lived on the East Side, down—lI forget the street, it is 35 years 
ago. 

Mr. Hauiey. The Borough of Manhattan? 

Mr. Kesset. That is right. 

Mr. Hauuey. Have you ever had a passport, an American passport? 

Mr. Kesseu. I had—you mean if I was abroad? 

Mr. Ha.uey. Yes. 

Mr. KesseEv. Yes; I had a passport. 

Mr. Hauuey. When did you have the passport? 

Mr. Kessev. Right after the First World War, I took a trip to Europe. 








14 PROCEEDINGS AGAINST DAVID N. KESSEL 


Mr. Hauuey. And in that passport did you state the basis of your American 
citizenship? 

Mr. KessEu. I did. 

Mr. Hauuiey. Have you had a passport since? 

Mr. KesseEu. No, sir. 

Mr. Hatiey. Where did you live when you obtained your American passport? 

Mr. KessgE.. I lived in Oakland. 

Mr. Hauer. Oakland, Calif.? 

Mr. Kesseu. That’s right. 

Mr. Hauiey. From New York did you proceed directly to Oakland? 

Mr. KesseEu. Yes, sir. 

Mr. Hatiey. With your family, or alone? 

Mr. Kesset. My mother and my brother and my sister. 

Mr. Hauiey. And when you came to Oakland, did you work for a living? 

Mr. Kasse. Yes. 

Mr. Hauuey. I believe you said you have never been arrested. 

Mr. KasseEt. I have. 

Mr. Hauuey. Oh, you have. And for what offenses have you been arrested? 

Mr. Kesseu. For bookmaking, I guess. 

Mr. Hatuiey. Where was that? 

Mr. Kessev. When I was in Oakland. 

Mr. Hauuey. Were you convicted? 

Mr. Kesse.. I was fined, a misdemeanor. 

Mr. Hauiey. Do you remember the year? 

Mr. Kesseu. No, I don’t. 

Mr. Hauuiey. Approximately? 

Mr. KesseE.. I don’t 

Mr. Hauuey. Was it before the Second World War? 

Mr. Kesseut. Could have been. 

Mr. Hauiey. Were you convicted of a crime on any other occasions? 

Mr. FauLKNER. Well, I don’t think—— 

Senator Kerauver. That is a proper question, you will be directed to answer 
it. The record on what he has been convicted of has been made. 

Mr. Kesseu. I was arrested once for bootlegging. 

Mr. Hautuiey. Were you convicted? 

Mr. KesseEu. Yes. 

Mr. Hauxiey. And what year was that? 

Mr. Kesset. That was during prohibition days. 

Mr. Hauitey. Were you fined or imprisoned? 

Mr. Kesseu. No; fined, just fined. 

Mr. Hauuey. Were you convicted of any other offense? 

Mr. Kesseu. That is all. 

Mr. Hauuey. Just two convictions. Were you ever arrested without being 
convicted? 

Mr. Kesseu. The California—that Los Angeles deal, I wasn’t arrested there 
and they picked me up, but they let me go home. 

Mr. Hatuey. Have you been on trial for any offense within the last year? 

Mr. Kesseu. Have I a right to decline? 

Senator Krerauver. You have no right to decline, but if you decline, I will 
rule on the matter. 

Mr. Kessgu. I decline then. 

Senator KEFAuvER. You are ordered to answer the question; you refuse to 
answer? 

Mr. Kesset. I refuse. 

Senator Tospry. I might add, Mr. Chairman, the witness is so foolish, All 
these things will come out, we have ways of getting this information. Why not 
deal as man to man and put the cards on the table? Mr. Counsel, if you see fit 
to advise your client—that is only proper. 

Mr. Fav Kner. I will be very frank with the committee. If it wasn’t for the 
fact that the whole matter of the committee is going to go to every prosecuting 
agent that there is for someone to use a magnifying glass to see whether they can 
indict these men for tax frauds—that is a situation which you haven’t created, 
but exists. 

Senator Tosry. You know we will give this information, or have the power 
to give this information to the proper authorities. 

Mr. FauLKNER. Mav I confer with the witness? I don’t think he understood 
the question, that is all. 
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(Counsel and witness conferring.) 

Senator Kerauver. Very well, he has refused to answer? 

Mr. Kesseu. I refuse to answer. 

Senator Kerauver. Next question. 

Mr. Hauiey. Now, let us make sure you understand. The question is simply 
whether you have been on trial during the last year for any offense in Contra Costa 
County? 

Mr. Kessev. I decline to answer for the reason that I might - 

Senator Kerauver. That is all, you decline. We understand the reason. The 
Chair orders vou to answer and you refuse to answer. 

Mr. Hauuey. Have you ever been in Contra Costa County? 

Mr. Kesseu. Yes, I have. 

Mr. Hauuey. Have you ever been in the city of San Pablo? 

Mr. Kesset. I decline to answer. 

Senator Kerauver. The Chair orders you to answer; do you refuse? 

Mr. Kesseu. I refuse. 

Mr. Hauuey. Have you ever been in the city of Albany, or the town of Albany, 
Contra Costa County? 

Mr. KessE.. I don’t think Albany is in Contra Costa County. 

Mr. Hauiey. Have you ever been in the town of Albany, Calif.? 

Mr. KesseEt. No, sir. 

Mr. Hauuey. Have you ever been in the town of E1 Cerrito, Calif.? 

Mr. Kesset. I decline to answer. 

Senator Kerauver. The Chair orders you to answer; you refuse? Let the 
record show you did. 

Mr. Hauuey. Have you ever been in the town of Richmond, Calif.? 

Mr. Kesseu. I refuse to answer—lI decline. 

Senator Kerauver. What is the answer? 

Mr. KesseEu. I decline to answer. 

Senator Kerauver. The Chair orders you to answer. You decline to answer 
upon order of the chair? 

Mr. KessEt. I do, I decline. 

Mr. Hatter. Have you ever been in the town of Martinez, Calif.? 

Mr. Kessxt. I decline to answer. 

Senator Kerauver. The Chair orders you to answer. 

Mr. KessE.. I decline. 

Mr. Hauer. Have you ever been arrested for bookmaking? 

Mr. KesseEt. I decline to answer the question. 

Senator Kerauver. The committee orders you to answer it. 

Mr. KessEt. I decline. 

Mr. Hauuey. Do you know of a place called the Wagon Wheel? 

Mr. KessEt. I decline to answer. 

Senator Kerauver. The Chair orders you to answer. 

Mr. KessBu. I decline to answer. 

Mr. Hauiey. Have you ever been in the establishment known as the Wagon 
Wheel located in Contra Costa County, Calif.? 

Mr. KesseEt. I decline to answer the question. 

Senator Kerauver. The Chair orders you to answer. 

Mr. KegssEt. I decline. 

Mr. Hauiey. Have you ever been in the Wanda Grill, San Pablo, Calif.? 

Mr. KessE.. I decline to answer. 

Senator*Kerauver. The Chair orders you to answer. 

Mr. KessgEu. I decline to answer for the reason 

Mr. HauueEy. Have you ever been in the 49 Club? 

Mr. KessEu. I decline to answer that. 

Mr. Haier. Do you know what the 49 Club is? 

Mr. KessE.. I decline to answer. 

Senator Keravuver. I think we will get along better, let the record show, if it is 
agreeable to the witness and to his counsel, when he declines to answer, unless the 
Chair states otherwise, that the committee and its chairman will consider that it is 
& proper question and he will be ordered to answer and that he in turn refuses to 
obey the order of the Chair. 

Mr. FAuLKNER. That is quite 

Senator Kerauver. But if the chairman of the committee finds any question 
counsel should ask might violate the rights of the witness, the chairman will have 
the question withdrawn. I think we will save time. 

Mr. Fau.Lkner, That is right. 
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Mr. Hatutey. Do you know Sheriff James? 

Senator Kerauver. That arrangement is satisfactory with Mr. Kessel and 
satisfactory with his counsel, is that correct? 

Mr. FauLKNerR. That is correct. You understand that, Mr. Kessel? In other 
words, the chairman has indicated that where you have declined to answer, that 
for the purposes of this record that it will be considered that the chairman has 
directed you on behalf of the committee to answer and that you have declined, 
so that you don’t have to repeat all of your full objection and the Chair in turn 
doesn’t have to direct you specifically to answer. Do you follow that? 

Mr. Kesseu. Yes. 

Mr. Fautkner. And that is agreeable to you? 

Mr. KeEsseL. Yes. 

Senator Kerauver. Did he say yes it was agreeable? 

Mr. Kesseu. Yes. ; 

Mr. FAULKNER. Speak up a little louder because it is hard even for me to 
hear you. 

Mr. Hatuey. Do you know Sheriff James long? 

Mr. KesseE. I decline to answer. 

Mr. Hatiny. Have you ever been at 313 San Pablo Avenue, F! Cerrito, Calif.? 

Mr. Kesseu. I deeline to answer. 

Mr. Hatuiey. Have you ever been on San Pablo Avenue, El Cerrito, Calif.? 

Mr. Kessev. I decline to answer the question. 

Mr. Hatiey. Do you know Carl Neilus, now deceased? 

Mr. KessEu. I decline to answer. 

Mr. Hautuey. Did you have any business with Carl Neilus, now deceased? 

Mr. Kesse.. I decline to answer that. 

Mr. Hatiey. Now, when you told the committee that you had prepared the 
statement which it now appears your counsel dictated, was it because that your 
counsel had made it clear to you that you had to personaliy raise any objection 
based on your constitutional privilege, is that what vou had in mind? 

Mr. Kessevu. Will you please repeat it? 

Mr. Hauiey. You must have had some reason for telling the committee that 
you personally prepared the document that you read. 

Mr. Kesseu. I was confused with the—I was confused. 

Mr. Hauiey. Well, you certainly weren’t confused enough to say you had writ- 
ten out a long statement which you never wrote; vou wouldn’t call that confusion, 
would you, sir? 

Mr. Fautxner. Mr. Kessel, speak up. The committee is giving you the 
opportunity to explain your position. 

Mr. Kesseu. I am sorry that I made that statement and I know I shouldn’t 
have said it. 

Mr. Hatuey. When you said it you knew that you had not made—written that 
paper out, did you not? 

Mr. Kessev. I was confused about the paper. 

Mr. Hauiey. Well, sir, I think when you say you were confused you are still 
perjuring yourself, because it is perfectly obvious that confusion couldn’t result, 
you did something you didn’t do. When you testified did you not well know that 
you had not written out in longhand the contents of the paper which you read 
before this committee? 

Mr. Kesset. I didn’t. 

Senator Kerauver. You understand the question? Answer it. Read the 
question. 

(Question read.) 

Senator Kerauver. Do you understand the question, Mr. Kessel? 

Mr. Kesse&.. I refused already. 

Mr. Hatuey. Let me ask the question again, slowly and quietly. Didn’t you 
know in your own mind that you had not written out any paper in longhand 
when you testified before this committee that you had done so? 

Mr. KessEu. Yes, I did. 

Mr. Hatter. Now, will you tell the committee why you did it? 

Mr. KesseE.. I don’t know just why I said it. I just was confused, I didn’t 
know. 

Mr. Hautuey. Did you have the impression that to preserve your rights it had 
to be something you made up yourself? 

Mr. Kesseu. Well, it could have been. 

Mr. Hauuey. I am sorry, I didn’t hear you. 

Mr. Kesse.. I try to preserve my rights. Iam sorry if I said the wrong thing. 
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Mr. Hatuey. The question is why you said the wrong thing. 

Mr. KesseEt. I don’t know. I just was confused about the whole thing. 

Mr. Hauuey. Well, when you said you knew it wasn’t so, didn’t you? 

Mr. KessEu. I spoke before J thought. 

Mr. Hauiey. You spoke and said you wrote something out on paper that you 
had told him? 

Mr. KersseEt. I did have some little things I wrote on the paper. 

Mr. Hauuiey. But they weren’t the things you read before this committee, is 
that right? 

Mr. Kesseu. They were a few things, but not all. 

Mr. Hautuey. Well, not any of it, according to your attorney. He says he 
dictated it. 

Mr. Kessev. A few things that I wrote from the newspaper and I read in the 
newspaper I wrote down. 

Mr. Hauiey. But they weren’t in the statement that was read, were they? 

Mr. Kesseu. Not all; no. 

Mr. Hauuey. Were they any part of it, now? 

Mr. Kesset. Those dates of the papers and copies that I had, on the copy. 

Mr. HaLiey. You mean that you had some notes with the dates of the news- 
papers? f 

Mr. Kesseu. Yes; copies. 

Mr. Hauiey. But you are not trying again to convey a misimpression, are 
you? 

Mr. Kesset. No; I am: not trying—trying to tell you the truth. 

Mr. Hauiey. The truth is what you had on your scraps of paper wasn’t the 
statement that was read, isn’t that the truth? 

Mr. KesseE.. I had a few words on there, but they don’t seem to be there, that 
is all. 

Mr. Hauer. In other words, you sat and heard your counsel dictate the state- 
ment which you read, is that correct? 

Mr. Kesseu. I wasn’t there when he dictated it. 

Mr. Hautiey. You weren’t even there. Did you give his stenographer papers 
or notes to type? 

Mr. Kessev. No, I didn’t. 

Mr. Hatuey. And when you testified before this committee that you had done 
so, did you not well know that you had not done so? 

Mr. KesseE.. Well, I was confused about the whole thing. 

Mr. Hauuey. How could you become confused enough to make up something 
that had not happened? 

Mr. KesseEu. I was just confused. 
f Mr. Hatiey. You do yourself no good by adding perjury to perjury, sir. 
' Mr. Kessev. I know that. 
* Mr. Haury. Now, the question is when you said that you gave the ste- 
nographer certain typewritten pages to type—— 

Senator Kerauver. Certain pencil papers. 

Mr. Hauuey. Certain papers to type, did you not know in your own mind 
when you said it that it was not true? 

Mr. KesseE.. I lied about it. 

Mr. Hauiey. And you knew you were lying; did you not? 

Mr. KesseEu. No, I was confused about it, I was just confused. 

Mr. Hatitey. What do you mean by confused? Didn’t you know in your own 
mind that you had not handed the stenographer pages to type? 

Mr. Kesseu. Well, I guess it is called a lie, I told a lie. 

Mr. Hatuey. I have no other questions. 

Senator Kerauver. Senator Tobey? 

Senator Tosey. How far is this Contra Costa County from where we are now? 
Does it adjoin San Francisco? 

Mr. Rosrnson. Across the Bay. 

Senator Tosprey. Where does the line come in? 

Mr. FAuLKNER. It is across the Bay. 

Senator Tospey. Berkeley? 

Mr. Rosrnson. It is the county adjoining Alameda County on the north. 

Senator Torney. I see. And this club where these operations are carried on 
that is under discussion now, is that accessible to us if we went over, be allowed 
to go in? 

Mr. Kesset. I refuse—I decline to answer the question. 

Senator Kerauver. Is it accessible so we can go out and see it? 
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Mr. KesseE.. I have no keys to any club. 

Senator KerauverR. What? 

Mr. KesseEt. I have no keys to any club. 

Senator Tosry. I didn’t say anything about keys. I asked you this club, this 
gambling operation going on out there, that we are investigating now, and what 
you are being examined, part of your operations, is it open to us to walk out 
there, be accessible to us if we went out there tomorrow? 

\ r. Kessex. I decline to answer that question. 

Senator Topry. Will you take us out there in a taxicab? 

Mr. KesseE.. I decline to answer the question. 

Senator Tosry. Can’t you tell me whether you would or you wouldn’t? 

Mr. Kesseu., I still have to decline to answer. 

Senator Toney. What was your income last year, the last return you filed with 
the Federal Government? 

Mr. Kesseu. I don’t know. 

Senator Topry. Can’t hear you. 

Mr. Kesse.. I don’t exactly know. 

Senator Toney. You must know what your return to the Federal Government 
was! 

Mr. KesseEt, I decline to answer that. 

Senator Toney. Who prepares your income-tax returns? 

Mr. KesseE.. I decline to answer that. 

Senator Tosey. You do it yourself, alone? 

Mr. KesseE.. I decline to answer. 

Senator Tosry. You did file a return last year, didn’t you? 

Mr. Kesseu. I decline to answer. 

Senator Toney. Have you ever been checked up by the Internal Revenue De- 
partment on any of your returns for the last 10 years? 

Mr. Kesset, I decline to answer the question. 

Senator Tonry. Have you had any penalties assessed you by the Government 
for failure to make proper returns? 

Mr. KessE.. I decline to answer that question. 

Senator Toney. Have you any children? 

Mr. KEsseEu. No, sir. 

Senator Tonry. Going to decline to answer that? 

Mr. KessE.. I have no children. 

Senator Tospry. Married? 

Mr. KesseE.. Yes, sir. 

Senator Tosey. Your wife living? 

Mr. KessE.. Yes, sir. 

Senator Tosey. She live with you? 

Mr. KessE.L. Yes, sir. 

Senator Toney. She file a separate return? 

Mr. KessEt. I decline to answer that question. 

Senator Tospry. What is your net worth today? 

Mr. Kessev. I decline to answer the question. 

Senator Toney. How many banks do you have money in? 

Mr. Kessgu. I decline to answer the question. 

Senator Kerauver. Senator Wiley? 

Senator WiteEy. Where is your home? 

Mr. Kesseu. 283 St. James Drive. 

Senator WiLry. In what town? 

Mr. KesseE.. Piedmont. 

Senator Wiiey. Is that—what town is that in? 

Mr. FAuLKNER. That is a town adjoining Oakland. 

Senator Wixey. Is that in Contra Costa County? 

Mr. Kesset. Alameda County. 

Senator Witey. Where? 

Mr. Kesset. Alameda County. 

Senator Witrey. Alameda County. And your partner in your operations, what 
is his name? 

Mr. Kesset. I decline to answer the question. 

Senator WiLey. Do you know William Pechart? 

Mr. KessEt. I decline to answer the question. 

Senator WiLEy. Do you know the district attorney of that county? 

Mr. KessE.. I decline to answer the question. 

Senator Witxy. Do you know the sheriff of that county? 
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Mr. Kesseu. I decline to answer. 

Senator WiLry. Now, something was said about your citizenship and you said 
that you claimed citizenship due to the fact that your father took out citizenship 
papers. 

Mr. Kesset. That’s right. 

Senator Witey. And you don’t remember the year that he took out those citi- 
zenship papers? Do you remember how old you were at the time? 

Mr. Kesseu. I wouldn’t know; I might have been 6, 7, 8 years old; I wouldn’t 
know for sure. I don’t know how long it takes for them to become a citizen. 

Senator Witey. How old were you when you came to this country? 

Mr. KessEu. About 3; 3, 4 years. 

Senator Wiiey. Three or four years; and you think your father took out papers 
when you got to be six or seven? 

Mr. Kesset. Maybe 6 or 7 years later; I wouldn’t know for sure. 

Senator Witey. Do you know Mickey Cohen? 

Mr. Krsseu. I have heard of the man. 

Senator Witrey. Do you know him personally? 

Mr. Kessev. Met him one time in my life. 

Senator Witry. Ever have any dealings with him? 

Mr. Kesseu. Never had any dealings with him whatsoever. 

Senator Witrey. Did he attempt to muscle in on any of your matters? 

Mr. KesseuL. Never asked me any questions pertaining to those things. 

Senator Wixirey. Any of his gang ever attempt to muscle in? 

Mr. Kesseu. Nobody has bothered me. 

Senator Wirey. Did you know Jimmy Ragasa(?)? 

Mr. KesseEx. I don’t know him. 

Senator Wiitey. Did you know him personally? 

Mr. Kesseu. Never heard of him. 

Senator Winey. Or Frank Nicolai? 

Mr. Kesset. Never knew him. 

Senator WiLey. Or Dave Ogle (?)? 

Mr. Kesset. Don’t know any of these people. 

Senator WiLEy. Now, did you have any understanding with one William 
Pechart as to what you would or would not answer? 

Mr. KesseEu. I have no understanding—I decline to answer. 

Senator WiLey. Decline to answer that—you understand the question? 

Mr. KesseEt. I decline to answer the question. 

Senator Witry. Well, was there a partnership arrangement between you and 
William Pechart? 

Mr. Kesset, I decline to answer the question. 

Senator Writer. No need of my asking any further questions. Did you ever 
hear of Frank Nicolai and Dave Ogle, now? 

Mr. KesseEt. I don’t know these people. 

Senator WiLry. Never heard of them? 

Mr. KesseEu. I have lived here 35 years; I don’t know those kind of people. 

Mr. Rosrnson. I have two questions. 

Senator Keravuver. All right, Mr. Robinson. 

Mr. Rosprnson. You make a practice of reading the newspapers? 

Mr. Kesset. I do read them, 

Mr. Rosrnson. Have you ever followed an account involving the murder of a 
police officer in San Jose in which the offender stated that his troubles started 
with the Wagon Wheel; have you read about that? 

Mr. KessE-. I did read that; saw it in the paper. 

Mr. Ropinson. Have you also—— 

Mr. KessE.. I didn’t see—I just read one sheet there; I didn’t see anything 
about any Wagon Wheel. I know there was a murder and just read part of it. 

Mr. Rosinson. Have you read newspaper accounts of elderly ladies that have 
gotten into check difficulties as a result of trouble at the Wagon Wheel, gambling 
losses? 

Mr. KessEt. No, I haven’t. 

Mr. Rosrnson, As I recall your testimony, Mr. Kessel, upon arrival in Los 
Angeles you went to the Chapman Park Hotel? 

Mr. Kesseu. That is 1ight. 

Mr. Roprnson. And from there in company with James Murray you went to 
the Beachcomber for dinner? 

Mr. Kessex. That is right. 

M1. Rosinson. Upon coming out of the Beachcomber you were picked up by 
the Los Angeles police? 
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Mr. Kesset. That is right. 

Mr. Rosinson. Now, isn’t it a fact, Mr. Kessel, that with the Los Angeles 
police you went back to the Chapman Park Hotel? 

Mr. Kessev. That is right. 

Mr. Rostnson. And had difficulty arousing Mr. James Murray? 

Mr. Kesset, I didn’t have any difficulty arousing him. He had been drinking 
and he took a cab and went home and when we got back, he was there. I believe 
he was there, otherwise he might have been in some other department of the 
police; I wouldn’t know. 

Mr. Rogrnson. Isn’t it a fact, also, that while you were in police headquarters 
Mr. Schwartz was communicated with telephonically? 

Mr. Kesset. I asked-—— 

Mr. Rosrnson. Denied he had any appointment with you? 

Mr. Kessev. That is what the police told me, but he told me he didn’t deny it. 
I called him back—I gave a telephone number. I says to call this man up, I have 
a date with him tomorrow morning. I couldn’t see him at night, but I did have a 
date with him tomorrow, and I was going out to his studio. 

Mr. Rorrnson. Was the young lady’s name Paula Hill? 

Mr. Kesseu. That’s right. 

Mr. Hauuey. Any relation to Virginia Hill? 

Mr. Kesset. I don’t know, just happened to meet her, and the only reason I did 
go home was because of this woman in the party; nothing wrong. I told him, I 
says, I will go home providing that you don’t tell the newspapers that there was a 
woman in my company, in our company, and I would have a lot of answers to make 
at home, and nothing—just had a drink and had something to eat and came back 
inacab. And they promised me they wouldn’t divulge anybody’s name. I said, 
“All right, I will go home on the plane.” 

Senator Keravver. Anything else? 

Senator Topry. Just a second. I would like to move, Mr. Chairman, the 
witness be cited by the committee for contempt brought on the grounds of refusal 
to answer or making false answeis and same to be transmitted to the proper 
agencies for action. 

Senator Kerarver. The committee sitting in executive session—the record 
will show that Senator Tobey has moved the witness be cited for contempt of the 
Senate for refusing to answer questions submitted to him, and also that the 
committee certify the record to the United States district attorney for this district 
the recommendation that he be prosecuted for perjury. Second to the motion? 

Mr. Hatriry. And for contempt of the committee. 

Senator Wiiey. I will second the motion. 

Senator KErAuvEer. Motion seconded by Senator Wiley. All in favor let it 
be known by saying ‘‘Aye.” 

Let the record show the three Senators present, Senators Tobey, Wiley, and 
Kefauver, voted for the motion. 

Mr. Hater. May the record show this is a duly constituted subcommittee 
created by the chairman pursuant to authority voted to him at a committee 
meeting which took place on November 15, 1950. 

Senator Krerauver. The record will show that and does show it that a quorum 
of the committee, of the full committee is present for the purpose of acting upon 
Senator Tobey’s motion. 

At this point ‘we will put in the record a letter of October 16, 1950, which 
should be made a part of the record, from the El Cerrito group committee. 

(The letter of October 16, 1950, from the El Cerrito group committee, reads 
as follows:) 

OcToBER 16, 1950. 
SENATE CRIME INVESTIGATING COMMITTEE, 
Washington, D. C. 
(Attention Senator Estes Kefauver.) 

Dear SeEnatoR KEFAvUVER: Our group of citizens and taxpayers have followed 
your activities and want to commend you and your committee for the fine job 
you have done so far. We note that your actions thus far have been confined to 
gangs and racketeers in the Eastern States, while here in California we now have 
close on to 11,000,000 people. The point is that the county of Contra Costa in 
which we live should have someone come here for a thorough investigation of 
the rackets and the racketeers that control this whole county. The head rack- 
eteers of this county and several others—namely, Solano, Yolo, and many others— 
are W. M. Pechart and Dave Kessel. 
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This mobster Pechart is the political and racket boss of this whole section and 
has operated here unmolested for a period of more than 10 years. We are in- 
formed from good authority that he spent a small fortune during the last election 
to get his crooked puppets in. He had the crew from his bookies, lottery joints, 
slot machine henchmen, and much outside goon squad putting up signs and doing 
any and all dirt that was necessary for them to get back in office. This gang has 
and is at present controlling all the bookie service exclusively in the above- 
mentioned counties, as well as many other dives in Alameda County and Nevada 
and Mexico. It is no secret in this county about his being the boss because he 
boasts to everyone about how his attorneys can protect him. ‘The sheriff has 
assigned a man, Ray Stoffels, to look after his end and the D. A. has given him a 
man by the name of Marcollo to look after hisend. If Pechart is brought in it is 
suggested that his books and bookkeepers and Mel, his head henchman, be sub- 
penaed to the hearing. Pechart has told certain ones that he had it straight that 
your committee was coming here and he had advance tip-off so that he would not 
be available. This gangster had made millions from rackets without a single 
arrest in 8 years. Our men have checked his $225,000 plush headquarters at 
317 San Pablo Avenue, El Cerrito, Calif., and have found it to be lighted and 
wired around the clock as well as guards with machine alarms and guns. Wehave 
not paragraphed this letter due to lack of space. We would like to disclose our- 
selves but for safety reasons we deem it best not, due to his tie-up in Ss 





an Pablo, 
Pinole, Martinez, Pittsburg, Brentwood, Walnut Creek, Orinda, and all of the 
unincorporated sections of our county. 
Yours for action, 
Ex Cerrito Group CoMMITTEE. 

Senator Kerauver. Very bad, you know, that people come here from other 
countries to be American citizens and they have such little respect for the United 
States Senate as to perjure themselves before a Senate committee and to refuse 
to answer obviously fair questions where we are trying to seek out information. 
I think I can assure you, Mr. Kessel, that you are not going to gain anything by 
this action today. That will be all. 

O 
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UNITED STATES RELATIONS WITH INTERNATIONAL 
ORGANIZATIONS 


V. INTERNAL OPERATIONS OF THE UNITED NATIONS AND CERTAIN 
INTERNATIONAL ORGANIZATIONS IN WHICH THE UNITED 
STATES PARTICIPATES 


Fesruary 12 (legislative day, JANcvARY 29), 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 


THE SUBCOMMITTEE ON RELATIONS WITH INTERNATIONAL 
ORGANIZATIONS 


On February 12, 1951, the Committee on Expenditures in the 
Executive Departments had before it for consideration the fifth 
report of the subcommittee with respect to its studies of the relation- 
ships between the United States and international organizations in 
which the United States participates. 

After full consideration of the report, as submitted by the subcom- 
mittee, the report of said subcommittee was ap yproved by the full 
Committee on Expenditures in the Executive Departments. The 
chairman of said subcommittee was directed to transmit a copy to 
the Senate. 

INTRODUCTORY STATEMENT 


Since January 1948, the Subcommittee on Relations with Inter- 
national Organizations has been engaged in a continuing study and 
examination of administrative, budgetary, and fiscal aspects of United 
States participation in international organizations, pursuant to the 
mandate of section 102 (1) (g) (2) (D) in the Legislative Reorganiza- 
tion Act of 1946. 

In previous reports of the Committee on Expenditures in the Execu- 
tive Departments, prepared by the subcommittee, emphasis has been 
placed upon the nature, extent, and cost of such participation and 
various problems related thereto. Particular attention was given to 
such matters as the benefits which accrue to the United States, the 
advisability of continued membership and participation and the possi- 
bility of reducing the financial burdens resulting from such participa- 


1 
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tion. Although the subcommittee examined the internal structure 
and operations of the United Nations and its specialized agencies, 
during the course of its studies, it was felt that any intensive examina- 
tion should be deferred until the organs of the United Nations sys- 
tem had passed through their formative and organizational stages of 
growth and development and achieved some degree of stability.’ 

The United Nations and its specialized agencies have now been func- 
tioning approximately 5 years and no appreciable stabilization is 
apparent as yet. On the contrary, the subcommittee found that there 
has been a continuous increase in growth and activity which is clearly 
reflected in steadily increasing budgets and expenditures, projects 
undertaken, personnel employed, conferences and meetings, and 
documentation. In addition, only slight progress appears to have 
been made with respect to the correction of basic structural weaknesses 
and deficiencies, duplication and overlapping and proliferation of 
bodies and commissions. Finally, the subcommittee found that in- 
creasing expenditures and activities have become a serious drain and 
burden upon the financial and manpower resources of many of the 
member governments of these organizations and may ultimately 
impair the effective operation of the entire system. 

In view of the foregoing, and the vital concern of the United States 
in an effective United Nations system, the subcommittee deemed it in 
the national interest to devote special attention to the internal struc- 
ture and operations of the major international organizations in which 
the United States participates in order to ascertain whether they are 
operating efficiently and making every possible effort to use their funds 
effectively and economically. Accordingly, studies have been made to 
determine whether these agencies are pursuing prudent policies with 
respect to their administrative, budgetary, fiscal, and personnel pro- 
cedures. In addition, special studies were undertaken relative to 
program and project priorities, and administrative, budgetary, and 
program coordination as between the United Nations and its special- 
ized agencies and the specialized agencies themselves. 

Because the major effort of the United States with respect to interna- 
tional organizations centers in the United Nations system, and because 
United States expenditures in connection with international organiza- 
tions outside of the United Nations orbit are relatively small, the sub- 
committee has concentrated almost exclusively on the former.’ 

In an effort to obtain the benefit of expert advice and opinion, the 
subcommittee, in executive session, held hearings and heard testimony 
from specialists in the field. Full opportunity was afforded them to 
express their opinions with respect to the various problems under dis- 
cussion. In addition, members and staff of the subcommittee have 
spent considerable time at the United Nations Headquarters in New 
York in an effort to obtain first-hand information with respect to the 
matters under examination. 


1 See United States Relations with International Organizations: Preliminary Report of the Committee 
on Expenditures in the Executive Departments, S. Rept. 1757, 80th Cong., 2d sess.; ibid. IV. ones 
States Participation in International Organizations During the Fiscal Year Ending June 30, 1949, S. Rept 
274, Sist Cong., 2d sess. 

A chart listing the specialized agencies and showing the number of member nations, function, budge ts, 
and other pertinent information is found in appendix A. 
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A. Tue INTEREST OF THE UNITED STATES IN THE UNITED 
Nations SYSTEM 


The subcommittee found that the United States has a vital and 
abiding interest in the effective and successful operation of the 
United Nations system. This interest has been demonstrated 
clearly by the fact that (1) active participation by the United States 
in the United Nations and its specialized agencies has become an 
integral part of the over-all policy of this Government in its effort 
to achieve international peace and security through joint action and 
cooperation with all other like-minded nations;* (2) United States 
contributions and outlays to the United Nations, its specialized 
agencies, emergency relief projects, and advances on the United 
Nations building Joan have totaled approximately $424,000,000 4 
from fiscal year 1946 through and including fiscal year 1950,° and 
present indications are that these activities will entail additional 
contributions and outlays in excess of $120,000,000 during fiscal year 
1951; and (3) United States outlays and contributions to the United 
Nations system and emergency relief projects averaged approxi- 
mately 50 percent of the total budgets and expenditures of these 
organizations.° 

The rationale for this interest and its accompanying activity and 
outlay of funds is best explained by the statement of the President of 
the United States in a letter transmitting to the Congress his fourth 
annual report on the activities of the United Nations and the par- 
ticipation of the United States: 

The Charter of the United Nations is a contract among the members to settle 
their disputes peacefully and to promote the economie and social advancement 
of all peoples for the building and maintenance of a durable world order. We 
support the United Nations and keep this contract because the Charter expresses our 
fundamental aims in the modern world. We know that the fulfillment of the Charter 
‘will best advance our own vital interests—to attain peace wit th justice, to assure free- 
dom, and to bring about economic and social progress, for o irselves and all peoples. 
It is for this reason that support of the United Nations is and must be point 1 of our 
Soreign policy.’ 

Viewed in the light of the above statement, it immediately becomes 
apparent that to the extent that the United Nations is successful in 
achieving the objectives set forth in its Charter, the foreign policy 
of the United States will be successful. Conversely, failure of the 
United Nations to achieve its vital aims and objectives will mean 
the failure of American foreign policy. 

It should be noted that the foreign policy of the United States is 
not within the competence of this subcommittee. Nor is the sub- 

3 United States Relations with International Organizations, IV. United States Participation in International 
Organizations for the Fiscal Year E nae June 30, 1949, 8. mg 1274, 8ist Cong., 2d sess., p. 2. 

4 Advances on the United Nations building loan accounted for $37,141,794 of the total amount. 

$A tabular breakdown of United States contributions to the United Nations and its specialized agencies, 
emergency relief projects, and other special activities from fiscal year 1946 through fiscal year 1950 is found 
in appendix B. tt should be noted that expenditures by the United States for attendance at meetings and 
conferences of the United Nations and the specialized agencies, maintenance of permanent missions and 
missions on special assignments relative to permanent United Nations activities, accounted for an addi- 
tional sum of approximately $12,000,000 during this period, bringing the total cost of participation to approxi- 
mately $436,000,000. 

6 See United States Relations with International Organizations, IV. United States Participation in Interna- 
tional Organizations for the Fiscal Year Ending June 30, 1949, 81st Cong., 2d sess., p. 58. It should be noted 
that this figure represents the United States percentage of total scheduled assessments. However, if the 
actual rather than the official United States pe rcentage is taken into account, the United States percentage of 
total contributions for emergency relief and other special activities is 57.77 percent. 


7 United States Participation in the United Nations, Report by the President to the Congress for the Year 
1949, Department of State Publication 3765, p. III. [Italics supplied.] 
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committee concerned directly with the substantive political conflicts 
which have endangered the successful operation of the United Nations 
system. It is felt, however, that the subcommittee has a direct 
responsibility, together with the Department of State, to make cer- 
tain that any failure of the United Nations and its specialized agencies 
to achieve their objectives is not due to structural and organizational 
defects, overloaded work programs, imprudent administrative policies, 
wasteful administrative, budgetary and fiscal practices and lack of 
coordination. 


B. Tue Untrep Nations System—Masor PrRoBLEMS 
1. GENERAL 


As already indicated, the subcommittee found, during the course of 
its studies, that certain basic problems and deficiencies were of par- 
ticular concern to member governments and were tending seriously 
to endanger and weaken the effective operation of the entire system.® 
Foremost among these are (1) financial and budgetary problems, with 
special reference to increasing budgets and difficulties in the collection 
of contributions; (2) personnel problems, with special reference to 
ever-increasing staff costs and the need for improving the quality and 
competence of members of the secretariat; (3) proliferation of pro- 
grams and projects undertaken, with special reference to the tendency 
on the part of member governments to propose new projects and pro- 
grams without regard to their cost and over-all merit; (4) the neces- 
sity for the establishment of a system of priorities with respect to 
projects and programs undertaken; (5) the growing tendency toward 
sovereignty and independence on the part of the specialized agencies 
(6) duplie ation and overlapping of functions and activities, eaialann 
from the lack of adequate and effective coordination with respect to 
administrative, personnel, and budgetary matters, programs and policy ; 
and (7) the ever-increasing drain on the financial and manpower re- 
sources of member governments, resulting from steadily increasing 
assessments and attendance at large numbers of meetings and con- 
ferences all over the world. 

Although seven major problems have been listed, the subcommittee 
found that they relate primarily to the economic and social work of 
the system and appear to stem, directly or indirectly, out of two fun- 
damental and related factors: (1) the decentralized structure of the 
United Nations system; and (2) the political or human forces which 
are always present in government and administration on all levels. 
As will subsequently appear, the structural deficiencies are susceptible 
of correction. The political factors, on the other hand, present a more 
difficult problem. 


2. THE STRUCTURAL PROBLEM 


The framers of the Charter of the United Nations envisioned that 
the Organization would have as its major responsibilities (1) the main- 
tenance of international peace and security; and (2) the promotion of 


§ See United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, “ Resolu- 
tions 310 (IV) and 311 (IV); ibid., Plenary Meetings, 1949, Summary Record, 255th en pars. 45-80, United 
Nations, Economic and Social Council, Official Records of the Eleventh Session, U. Doc. E/1683 par. 3; 
United Nations, General Assembly, Official Records of | the Fifth Session, Fifth Comiaitios, Summary Record 
238th Meeting, pars. 68-70; ibid., 2 40th Meeting, pars. 1-7 if oo Joint Second and Third Committee, Summary 
Record, 45th Meeting, pars. 29-44; 48th Meeting, pp. 3-15; ibid., 49th Meeting, pp. 2-7. 
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international economic and social cooperation which would serve to 
create conditions of stability and well-being necessary for peaceful and 
friendly relations among nations.’ In establishing machinery to enable 
the accomplishment of these objectives, they had to choose between 
a centralized system, under which all international activities, political 
and security, as well as economic and social, would be developed and 
operated under the direction and control of the principal organs of the 
United Nations; '® and (2) a decentralized system under which the 
economic and social functions and responsibilities would be established 
and developed separately and apart for political and security matters. 

For reasons which will appear, they chose the latter course and 
established a decentralized system, consisting of six principal organs, 
some of which were authorized to create subsidiary bodies."!  Al- 
though political and security functions were centralized within the 
Organization, economic and social responsibilities were divided 
between the United Nations, itself, and a series of independent, 
functional specialized agencies which were given special responsibili- 
ties with respect to international economic, social, and cultural 
problems." ‘The six principal organs are the General Assembly, the 
Security Council, the Economic and Social Council, the Trusteeship 
Council, the International Court of Justice and the Secretariat.” 
With respect to the specialized agencies, 10 are now in full operation 
and 3 additional agencies are in various stages of development." 
Each of these bodies is an independent, legal entity, with its own 
constitution, differmg membership, separate secretariat and budget 
and special functions. Although the General Assembly and the 
Economic and Social Council were given authority to coordinate 
the work of the United Nations and the specialized agence a s in various 
ways, notably through agreements between the United Nations and 
the agencies,” these organs have no constitutional authority to 
modify either the policies, programs, or budgets of the specialized 
agencies. Furthermore, because they are independent bodies, they 
have been able to locate their headquarters in different parts of the 
world, thus further complicating aanieadiee saa esse 

The subcommittee found that four basic factors led to > the separation 
of economic and social from political and security responsibilities, 
resulting in the establishment of the decentralized system just de- 
scribed: !* (1) some of the specialized agencies were already in existence 
before the U nited Nations was organized and the ‘y resisted absorption 
or integration quite vigorously; (2) there was a strong feeling that the 
social and economic functions of the new system should be afforded 
an opportunity to develop on a functional basis, and apart from the 
controversial and explosive political and security problems; (3) some 
consideration had to be given to the fact that not all members of the 
United Nations would want to or could afford to contribute the 
money necessary to participate in the whole range of economic and 

® Charter of the United Nations, art 1. 

© Under the League of Nations system, all international activities were concentrated under the direction 
and control of the principal League organs. 

Charter of the United Nations, art. 7. 

12 Jbid., arts. 13 and 17; chs. IX and X. 

13 Jbid., art. 7 

14 See appendix A. 
— note 12, supra. This subject will be treated in detail in a subsequent section devoted to coordina- 


18 See The United Nations Secretariat, United Nations Studies, No. 4, Carnegie Endowment for Inter- 
national Peace, 1950, pp. 31-32. 
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social activities; and (4) there was a tendency to avoid the risk of 
having all international eggs in one basket. 

In the light of the experience of the past few years, relative to Soviet 
intransigence and refusal to adhere to the provisions of the United 
Nations Charter, the subcommittee must agree that the separation 
of the very vital social and economic functions from the political and 
security matters was, indeed, fortunate. Had these functions been 
included as part of a centralized system, the very substantial record of 
achievement by the United Nations system in the economic and social 
fields, during the past 5 years, would not have been possible. On the 
other hand, the subcommittee found that as a result of this structural 
development, the specialized agencies have been working out their 
programs and budgets independently of each other and of the United 
Nations, although consultations and exchanges do take place.” 
Nevertheless, each agency has an ambitious program and tends to per- 
form its various functions, often without adequate realization or 
understanding that each of them is but an element in the complex 
structure for international organized effort. This, in turn, has given 
rise to a number of the major problems listed earlier in this section.” 
Thus, directly attributable to the decentralized system are the duplica- 
tion and overlapping of functions, activities and services, the pro- 
liferation of programs and projects, the financial and budgetary 
problems, resulting from this situation, and, finally, the consequent 
drain on the financial and man-power resources of member govern- 
ments. 


3. THE POLITICAL PROBLEM 


As already indicated, the subcommittee found that many of the 
major problems, referred to earlier in this section, are directly related 
to the manner in which representatives of member governments 
conduct themselves in the governing bodies of the various organs and 
agencies which comprise the United Nations system. The subcom- 
mittee found that from the very outset, there has been a tendency 
on the part of member governments to offer projects and programs 
without due regard either to their urgency, their over-all merit, their 
cost, or whether they were being or had already been undertaken by 
one or more of the other component organs of the system. In many 
instances, little attention appears to have-been paid to whether these 
projects further the objectives of the United Nations Charter and 
whether they will be of benefit to the greatest number of people in the 
world. The primary consideration often appears to be the benefit 
derived by the government offering the project, or the benefit to the 
region of the world in which that government is located. Added to 
this has been the practice, reporte dly engaged in by some governments, 
of putting pressure on the Secretariats of the United Nations and the 
specialized agencies to employ nationals of their own governments. 

Although these tendencies and practices may be considered quite 
natural, they have, nevertheless, led directly to a proliferation of 
projec ts, programs and bodies, a duplication and overlapping of 
activities; personnel problems; and financial and budgetary problems. 


17 See infra, section on coordination. 
18 See supra, B 1. 
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All of these, in turn, have resulted in an ever-increasing drain on the 
financial and manpower resources of the member governments. 

The subcommittee found that the United Nations is well aware of 
the various problems arising out of this situation. Thus, numerous 
reports and statements of the Secretary-General and the Advisory 
Committee on Administrative and Budgetary Questions” have 
emphasized the necessity for care and prudence on the part of repre- 
sentatives of member governments with respect to projects and 
programs.’ In addition, the debates of the delegates to the various 
main committees, which deal with budgetary and administrative 
matters and the coordination of economic and social activities, are 
filled with expressions of concern over the number of projects and the 
consequent expense.” In fact, the subcommittee found that this 
concern was so great that it culminated in a resolution, passed by the 
General Assembly, during its fourth session ‘“‘urging me mber states to 
refrain from initiating new projects other than those which are urge ntly 
required and which can be effectively carried out * * *."" To 
date, however, these efforts, which will be treated elsewhere in this 
report, do not appear to have resulted in any appreciable progress. 

4, CONCLUSIONS 

The subcommittee found that many steps have been taken in the 
United Nations and the specialized agencies to correct the deficiencies 
and weaknesses and to meet the problems resulting from the decen- 
tralized structure created by the United Nations Charter. In fact, 
the efforts made, which will be treated later, appear to have reached 
major proportions and now entail considerable work, personnel, man- 
power and consequent expense, all of which might have been used 
more profitably in connection with the substantive work of the 
system, 

It seems obvious that it is too late to make any really sweeping 
structural changes in the United Nations system. Most of the special- 
ized agencies have been functioning with relatively complete inde- 
pendence for approximately 5 years and with permanent headquarters 
established in six different countries.“ However, in the opinion of the 
subcommittee, many of the existing problems might be eliminated if 
the constitutions of the specialized agencies were amended so as to 
provide for either or all of the following: (1) authority in the General 
Assembly of the United Nations to modify the programs of the special- 


1 United Nations, General Assembly, Official Records of the Third Session, pt I, Fifth Commitfee, Summary 
Records of Meetings, 21 September to 10 December 1948, p. 4; ibid. Official Records of the Fourth Session, 
Fifth Committee, Anner, Volume I, 1949, p. 62: United Nations, Economic and Social Council, Official 
Records of the Eleventh Session, UN Doc. F/1688, pars. 6 and 7. 

2 The Advisory Committee on Administrative and Budgetary Questions is a standing committee of the 


General Assembly composed of nine experts, selected as individuals and not as representatives of any gov- 
ernment. This group examines the budgets of the United Nations and the specialized agencies and makes 
recommendations to the General Assembly on all administrative and budgetary questions 

21 United Nations, General Assembly, Official Records of the Second Session, Supplement No.7, Report 
to the General Assembly on the Budget Estimates for 1948 and the Working Capital Fund, UN Doc. A/336, 
8 August 1947, pars. 8, 25, 26 and 27: idid., Official Records of the Third Session, Supplement 7A, Second 
Report of 1948 to the General Assembly, UN Doc. A/598, August 1948, pars. 1 and 2; ibid , Official! Records of 
the Third Session, pt. 1, 21 September to 10 December 1948. Resolutions. Fifth Report of 1948 of the Advisory 
Committee on Administrative and Budgetary Questions, pp. 49 and 60, pars. 9 and 44; ibid.. Official Records 
of the Fourth Session, Joint Second and Third Committee, Annex to the Summary Records of Meetings 49, 
p. 20, par. 62; ibid., Administrative Budgets of the Specialized Agencies for 1951, Sizth Repo.t oj the Advisory 
Comittee on Administratire and Budgetary Questions, UN Doc. A/1441, 16 October 1959, p. 19 

22 See documents cited supra, note 8. 

% United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, 1949, Resolu- 
tion 310 (IV). 

* Three of the specialized agencies have headquarters in Geneva; two elsewhere in Switzerland; one in 
Rome; one in Paris; one in London; one in Montreal; and two in Washington. For a list of the specialized 
agencies and their permanent headquarters, see appendix A. 
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ized agencies; (2) authority in the General Assembly to modify the 
budgets of the specialized agencies; and (3) authority in the General 
Assembly to vote the budgets of the specialized agencies as part of an 
integrated, consolidated budget.” 

With respect to the political problem, it has already been shown that 
numerous efforts have been made “to curb the appetites’ of the 
representatives of member governments, none of which have been 
appreciably successful. In the opinion of the subcommittee, the 
problems arising out of this situation must depend for their solution 
upon the exercise of judgment and restraint by these representatives. 
However, much might be accomplished, within the United Nations 
itself, if a system of program and project priorities were established 
and adhered to. Although similar considerations apply with respect 
to the specialized agencies, it is also necessary that national policies 
of member governments be coordinated so that the same projects are 
not offered by the same member governments in both the United 
Nations organs and in the specialized agencies. Finally, if the 
structural defects were remedied, as suggested, many of the problems 
arising out of the political considerations might be eliminated.” 


BUDGETARY AND FINANCIAL PROCEDURES AND PROBLEMS 
1. GENERAL 


The subcommittee found that between 1946 through and including 
1950, the United Nations and the specialized agencies have expende d 
a total of approximately $857,000,000.% Of this amount $172,775,641 
represents regular annual expenditures by the United Nations; 
$109,466,019 represents regular annual expenditures by the per- 
manent specialized agencies; and $574,692,367 was expended by the 
United Nations and the International Refugee Organization * in 
connection with emergency relief programs and special activities. 

Breaking these expenditures down on a yearly basis, the subcommit- 
tee found that total expenditures by the United Nations and the 
specialized agencies amounted to $28,310,107 for 1946; * $46,003,074 
for 1947; $169,842, 160 for 1948;* $287,190,428 for 1949;* and 
$325,588,705 for 1950.* 

A further breakdown of these figures reveals that regular annual 
expenditures and appropriations of the United Nations, exclusive of 
emergency relief programs and special activities, amounted to 
$19,390,000 in 1946; ** $27,901,969 in 1947; $38,387,531 in 1948; 

48 Various problems involved in effecting a consolidated budget will be discussed in a subsequent section 


on coordination. 


#6 The question of priorities will receive separate treatment in a subsequent section of this report. 

27 A tabular breakdown of the annual expenditures of the United Nations and certain specialized agencies 
for the calendar years 1947, 1948, 1949 and 1950 is found in appendix C. 

The International Monetary Fund and the International Bank for Reconstruction and Development 
have not been included, although they are specialized agencies of the United Nations, since they require no 
annual contributions and are financed independently. 

§ The International Refugee Organization is a temporary specialized agency, created to meet an emer- 
gency situation arising out of World WarII. It is scheduled to terminate its operations on October 1, 1951. 

29 This figure includes no emergency projects and should not be treated as typical of the regular expendi- 
tures of the organs of the United Nations system. It covers only the latter part of 1946 and represents basic 
organizations costs of the various organizations during early formative stages. poe 

3° Of this amount, $815,241 represented emergency relief and other special activities. 

31 Of this amount, $107 9 represented emergency relief and other specia) activities, 

#2 Of this amount, $217 ,099 represented emergency relief and other special activities. 


383 Of this amount, $249,433,265 represented emergency relief and other special activities. 
4 See appendix C, note 7. 
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$42,575,368 in 1949; and $44,520,773 in 1950.% Total expenditures 
of five specialized agencies during 1946 amounted to approximately 
$8,920,107. Regular annual expenditures and appropriations for 
seven specialized agencies amounted to $17,285,864 in 1947 ; $24,221 ,42 
in 1948; $27,403,961 in 1949; and $31,634,667 in 1950.7 

The subcommittee found that virtually all of the expenditures noted 
above reflect programs and projects voted by the various governing 
bodies of the United Nations and the specialized agencies and are 
supported almost entirely by contributions of member governments.** 
Because of this, the subcommittee deemed it of importance to examine 
the financial procedures of these organizations in order to determine 
whether they are administered effectively and efficiently and conform 
to the best practices followed by national governments. In view of 
the fact that the expenditures and financial problems of the United 
Nations are far greater than those of the specialized agencies, the 
subcommittee has devoted itself primarily to the procedures and 
problems of the United Nations. 


2. BUDGETARY AND FINANCIAL ARRANGEMENTS 
With respect to budgetary and financial arrangements, the Charter 
of the United Nations provides only that “‘the General Assembly shall 


consider and approve the budget of the Organization,” * and that 


454 i 


“the expenses of the Organization shall be borne by the members as 
apportioned by the General Assembly.” ® Detailed provisions were 


omitted because it was felt that the Charter should contain only a 


description of fundamental powers and functions. ‘The task of tilling 
in the details was left to the General Assembly during its first session, 
based upon recommendations of a Preparatory Commission which was 
established by the San Francisco Conference, for this and other 
purposes.” 

In its report on budgetary and financial arrangements, the Prepara- 


tory Commission laid down the following general principles: 


The permanent financial system of the United Nations should be so constructed 
as to promote efficient and economical administration and command the confidence 
of members. For the colle ction and custody of funds, the control of disbursem«e nts 
and the audit of expenditure, it must provide adequate arrangements adapted to 


the needs of the Organization, and comparable to those followed by national 
governments. The problem is most important in regard to the control of expendi- 
ture. An orderly budgetary procedure is essential, and there 1 t be rules which 
insure that proposals involving expenditure are properly prepared and thoroughly 
examined from that angle before being approved. On the other hand, rules 
should be so devised as to allow for this examination to take p 


{ lace without undue 
delay, and for the prompt exeeution of policies after they have been duly approved. 
Financial considerations should be given full weight in the formulation of poliey, 

but financial controls ought not to be used to frustrate or hinder the execution of 
policies duly agreed. These controls are intended to assist in the orderly and 

5 See appendix C. A breakdown, by objects of expenditure, of Unite 
priations is found in appendix 1) (1)-(4). : 

36 See appendix C, note 7. The specialized agencies which were functioning during that period were 
ILO ($2,715,306); FAO (35,000,000); ICAO ($996,972); ITU ($82,000 id UPI $125,829 

37 See appendix C. A breakdown, by objects of expenditure, of expenditures and appropriations of cer- 
tain of the specialized agencies for 1950 is found in appendix D (5)-(9). 


d Nations expenditures and appro- 


$$ Regular annual budgets sre based upon contribution scales voted by each of the agencies. Expendi- 
tures for emergency relief and special activities are generally based upon voluntary participation by gov- 


ernments having an interest in the particular activity. 

39 Charter of the United Nations, art. 17 (1). 

40 Jhid., art. 17 (2). 

41 The United Nations Conference on International Organization, Selected Documents, De partment of State 
Publication 2490, Conference Series 83, April 1946, p. 606; Charter of the United Nations, report to the President 
on the results of the San Francisco Conference by the Chairman of the United States Delegation, the Seere- 
tary of State, June 1945, Department of State Publication 2349, Conference Series 71 
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economical conduct of the affairs of the United Nations and should not be regarded 
as negative in character. A due balance needs to be reached and whatever the 
system adopted much will depend on the spirit in which it is operated. The 
desire of the members to make the United Nations a success should insure that 
the financial controls are used for their proper ends.” 


With respect to the formulation, presentation, and execution of the 
budget, the Preparatory Commission stated: 


It follows from Article 97 of the Charter that the Secretary-General as chief 
administrative officer should formulate and present the annual budget of the 
Organization to the General Assembly. In this task he will be guided by the 
policies already approved or under consideration by the Councils and Assembly. 
To aid him in these functions the Secretary-General will need the assistance of a 
budgetary staff. The different units of the Secretariat will consult with the 
budgetary staff in preparing their estimates, and the Assistant Secretary-General 
at the head of the Administrative and Financial Services, which would include 
the Budget Office, will advise the Secretary-General upon these estimates. 


In an effort to insure that administrative and budgetary problems 
would be handled adequately, the Preparatory Commission recom- 
mended that the General Assembly establish an Advisory Committee 
for Administrative and Budgetary Questions. In making this recom- 
mendation, the Commission stated: 


Before the budget is considered by the General Assembly it should be examined 
on their behalf by a small expert body. A large body like the General Assembly, 
or the Administrative and Budgetary Committee of the Assembly, would find it 
difficult to deal adequately with the budget and related administrative matters 
unless the issues upon which its attention should be particularly directed had 
already been analyzed and reported upon. This task will, of course, be performed 
to a considerable extent by the Secretariat. In the preparation of the budget the 
budgetary staff should be satisfied that proposed expenditures are necessary for 
carrying out approved policies and that the proposed administrative arrange- 
ments are appropriate. The Secretary-General will then be able to put forward 
a coherent case for the proposed expenditures. But it is desirable that the 
Assembly should be helped by the advice of a body of independent experts, espe- 
cially since a large proportion of normal expenditures will be on the Secretariat. 
Such a body after gaining experience and working in an atmosphere of mutual 
confidence, would assist the Assembly in its supervision of expenditure and help 
the Secretary-General in presenting administrative and budgetary proposals to 
the General Assembly. 

During its first session, the General Assembly adopted a series of 
resolutions, putting into effect the various recommendations of the 
Preparatory Commission,® including provisional financial regulations 
designed to apply only to financial year 1946.“ During its second 
session, new provisional financial regulations were adopted, with the 
understanding that permanent regulations would await further 
experience.” In 1947, at its second session, the General Assembly 
again adopted new provisional financial regulations, aimed primarily at 
strengthening the budgetary and financial arrangements and curing 
existing weaknesses.* “On November 16, 1950, at its fifth session, the 
General Assembly adopted permanent financial regulations, designed 
to strengthen existing budgetary and financial arrangements and 

42 Report of the Preparatory Commission of the United Nations, Doc. PC/20, December 1945, p. 106. 

43 Tbid. 

44 Jd., at pp. 106-107. 

46 United Nations, General Assembly, Resolutions Adopted * * * During the First Part of Its First 
Session, 1946, UN Doc. A/64, sec. VII, pp. 14-23; ibid., Resolutions Adopted * * * During the Second 
Part of Its First Session, 1946, UN Doc. A/64, addition 1, Sec. XV, pp. 128, 164. 

# United Nations, General Assembly, Resolutions Adopted * * * During the First Part of Its First 
Session, op. cit., supra, note 45, pp. 21- 22: Year Book of the United Nations, 1946-47 , Pp. 234, et. seq. 

7 Resolution 80 (1), United Nations, ‘General Assembly, Resolutions Adopted * * * During the Second 
Part of Its First Session, op. cit., supra, note 45, pp. 144 148: Year Book of the United Nations, 1946-47, pp. 
234-235. 

48 Resolution 163 (II), United Nations, GeneralrAssembly, Official Records of the Second Session, Resolu- 
tions, 1947. UN Doc. A/519, pp. 68-75. See also Year Book of the United Nations, 1947-48, pp. 165-169. 
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to promote uniform financial practices between the specialized agen- 
cies, each of which has its own financial regulations, and the United 
Nations.” 


3. THE BUDGET PROCESS IN THE UNITED NATIONS AND THE SPE- 
CIALIZED AGENCIES. 

(a) General.—The subcommittee found that the budget process fol- 
lowed by the United Nations and the specialized agencies is an intri- 
cate and complex operation, involving a varying number of bodies and 
entailing much time and effort. Although there is a basic similarity 
between the procedures followed by the United Nations and those 
used by the specialized agencies with respect to budget formulation 
and presentation, the procedures followed by the former are far more 
intricate. 

(b) The United Nations.—The subcommittee found that the budget 
process in the United Nations involves six major steps: (1) The de- 
partments of the Secretariat submit estimates to the Secretary- 
General, based upon programs and projects which have been approved 
by the various policy-making organs of the Organization, i. e., the 
Councils, Commissions, and other subordinate bodies; (2) the Secre- 
tarv-General then assembles this material, adding to it, where neces- 
sary, Secretariat expenses and any other items which he believes should 
be included, and formulates consolidated budget estimates. These 
estimates are forwarded to the Advisory Committee on Administrative 
and Budgetary Questions at least 12 weeks prior to the opening of the 
regular session,” ‘and to all member states at least 5 weeks prior to the 
opening of the 1 ‘egular session; (3) the Advisory Committee, consist- 
ing of nine experts, elected as individuals and not representative of 
any government, holds closed sessions and receives oral and written 
testimony from the Secretary-General, the Director of the Budget, 
and department heads, devoting approximately 7 weeks to the budget 
estimates. The Committee then prepares a report to the General 
Assembly, based upon these estimates, and submits it to the member 
states at the same time as the estimates are submitted to them.* In 
its report, the Committee usually makes recommendations with respect 
to reductions, and deals, as well, with personnel, administrative, and 
budgetary problems generally; (5) the Fifth Committee (Administra- 
tive and Budgetary Committee) of the General Assembly, composed 
of representatives of all member nations, considers the Secretary- 
General’s estimates and the Advisory Committee’s report thereon, 
and holds appropriation hearings which last approximately 8 weeks.” 
During these hearings, which are open, testimony is heard from the 
Secretary-General, the Chairman of the Advisory Committee on 
Administrative and Budgetary Questions, and the heads of the depart- 

* United Nations, General Assembly, UN Doe. A/1520, 17 November 1950. These regulations were 
developed by the Secretary-Gener: al of the United Nations in collaboration with the heads of the specialized 
agencies. The resolution expresses the hope that member states would support the adoption by the special- 
ized agencies of these new regulations with only such alterations as are required within the constitutional 
provisions and organizational structure of the respective agencies. See United Nations, General Assembly, 
Permanent Financial Regulations of the United Nations, UN Doc. A/1496, 10 November 1950. A copy of the 
Permanent Financial Regulations is found in appendix E. 

50 See appendix E. 

8! Financial Regulations of the United Nations, op, cit., supra, note 49, regulation 3.5. 

82 Thid., regulation 3.4. 

83 bid., regulation 3.6. 

4 The Fifth Committee of the General Assembly is one of the six main committees upon which all member 


governments of the United Nations are represented. It is concerned primarily with administrative and 
budgetary matters. 
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ments of the Secretariat, all of whom are called upon to justify their 
requests and recommendations; and (6) the Fifth Committee votes 
on each section of the budget estimates and prepares a report on the 
results to the General Assembly which appropriates the ne cessary 
funds by resolution in plenary session.® 

(c) The specialized agencies.**—Procedures of the Food and Agri- 
culture Organization (FAQ) provide for a triple review of the Director 
General’s budget estimates (1) by the Committee on Financial Con- 
trol, a body of five experts, appointed because of their special com- 
petence in the field; (2) by the Council, which is composed of repre- 
sentatives of 18 members; and (3) by the full Conference, which 
is the policy-making body of the Organization. The Council is 
charged with the exercise of financial control, and is assisted by the 
C ommittee on Financial ( ‘ontrol, which reviews the Director General’s 
budget estimates and submits recommendations thereon to the Coun- 
cil which then reports to the Conference. In addition, the Committee 
on Financial Control advises the Director General on questions of 
financial policy throughout the year. 

In the International Civil Aviation Organization (ICAQ), the 
Council, composed of representatives of 21 member nations, is con- 
tinually in session and is responsible, inter alia, for supervising the 
financial and administrative practices of the Secretariat. The 
Council’s Financial Committee reviews and revises the Secretary- 
General’s preliminary budget estimates and prepares the budget for 
submission by the Council to the Assembly which meets annually and 
is the policy-making body composed of representatives of all member 
nations. After the budget is revised, and finally approved by the 
Assembly, it is expended “under the continuing control of the Council, 
which must approve planned expenditures on a quarterly basis. 

In the International Labor Organization (ILO), the Director Gen- 
eral submits his budget estimates, in February of each year for the 
subsequent year, to all member governments for their information. 
Shortly thereafter, the estimates are examined in detail by a Finance 
Committee of the Governing Body, which body consists of repre- 
sentatives of 16 member governments, 8 representatives of manage- 
ment, and 8 representatives of labor. The Finance Committee hears 
justifications and explanations by the Director General and members 
of his staff, and proposes reductions to the Governing Body which 
then submits its recommendations to the policy-making body, the 
General Conference, which is composed of representatives of all mem- 
ber governments, for final action. 

In the United Nations Educational, Scientific, and Cultural Organi- 
zation (UNESCO), the Director General submits preliminary esti- 
mates to the Executive Board, which is composed of representatives of 
18 member governments, in June of each year. The Board reviews 
the estimates and the proposed program, assisted by a special com- 
mittee on finance. Both before and after the development of the 
preliminary estimates, the Director General is assisted by a three- 
man advisory panel of experts in the field of finance and administra- 
tion. This panel also makes recommendations to the Executive 

85 A copy of the United Nations Budget Appropriations for the Financial Year 1950 is found in appendix F. 

% This information is based upon the constitutions and financial regulations of the various specialized 


agencies and testimony by representatives of the Department of State before an executive session of the 
subcommittees 
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Board’s finance committee. The Conference, which is the policy- 
making body and meets annually, reviews the estimates and the 
Board’s recommendations thereon. It then fixes a ceiling on expendi- 
tures and turns over to a 15-man budget subcommittee the problem 
of tailoring the adopted program to come within the ceiling. 

In the World Health Organization (WHO), the Director General 
prepares his budget estimates and submits them to an Executive 
Board, composed of re presentatives of 18 member governments, for its 
comments and eventual referral to the World Health Assembly, the 
policy-making organ, consisting of representatives of all member 
nations. The Executive Board represents the Assembly, as a whole, 
in its review of the Director General’s proposed program. The 
Executive Board has a small working group which screens initially 
the proposed budget and the program of activities. Final adoption 
of the budget takes place at the World Health Assembly, after a 
further review by the Assembly’s Committee on Administration and 
Finance on which all member governments are represented. 

(d) The role of the Advisory Committee on Administrative and Budg- 
etary Questions.—The subcommittee found that the Advis sory Com- 
mittee on Administrative and Budgetary Questions plays an important 
role in connection with the budget process of the United Nations. 
Originally created, on the recommendation of the Preparatory Com- 
mission, during the first part of the first session of the General 
Assembly, it has proved to be an effective instrument.’ Ks ach year, 
its recommendations with respect to the Secretary-General’s budget 
estimates, which are generally followed by the Fifth Committee of the 
General Assembly, have resulted in substantial reductions in appro- 
priations. Thus, the following reductions in the Secretary-General’s 
estimates were recommended by the Advisory Committee and were 
followed closely by the Fifth Committee: In 1948, $4,108,098;° 
1949, $1,558,777; in 1950, $1,786,750; and for 1951, $1,623,800." 

The subcommittee observed that a sort of friendly 


in 
f rivalry has 
grown up between the Secretary-General and the Advisory Committee 

Although the Secretary-General has generally agreed, for the mos st 
part, to many of the reductions recommended by the Advisory Com- 
mittee, he has usually put up some argument in the Fifth Committee 
for the restoration of at least part of the funds. Thus, in 1949, the 
Secretary-General, in addressing the Fifth Committee in connection 
with his justification of the 1950 budget estimates, said: 

From this net budget the Advisory Committee on Administrative and Budgetary 
Questions has recommended a further reduction of $1,786,750. I trust you know 
of my respect for the Advisory Committee which on many occasions has contrite 
uted wisely and constructively to the solution of our problems, and especially of 
my high admiration and affection (if I may take the liberty of saying so) for the 
Committee’s Chairman, my distinguished friend, Mr. Aghnides. But being frank 

57 See text accompanying notes 44 and 45, supra. 

58 United Nations, Advisory Committee on Administrative and Budgetary Questions, Report to the Ge 
eral Assembly on the Budget F’stimates for 1948 and the Working Capital Fund, Official Records of the Second 
Session of the General Assembly, Supplement No.7, UN Doc. A/336, 8 August 19/7. par. 18. 

8 Jbid., Second Report of 1948 to the General Assembly, Official Records of the Third Session of the General 
Assembly, Supplement No.7A, UN Doc. A/589, August 1948, par. 19 

60 Thid.. Second Report of 1949 to the General Assembly. Official Records of the Fourth Session, Supplement 
No.7, UN Doce. A/934, 8 August 1949, par. 13. 


8 Ibid., Second Report of 1950 to the General Assembly, Official Records of the Fifth Session, Supplement No.7, 
UN Doc, A/1312, 4 August 1950, par. 23 
62 United Nations, General Assembly. Official Records of the Fourth Session, Fifth Committee. Adminis- 


trative and Budgetary Questions, Annex to the Summary Records of Meetings 
79729—51——2 


- 


vol. I, 1949, p. 63, 
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in this expression, I must be equally frank in saying that I believe in this instance 
the Committee has gone too far. 

Since receiving the recommendations of the Advisory Committee I have recon- 
sidered the whole situation long and searchingly. My first hope was that I could 
agree completely with the Committee, as I did last year except for a single item. 
You know I always like to agree. I have responsibilities, however, which I cannot 
escape. * * * 


Replying to these remarks, the Chairman of the Advisory Com- 
mittee stated: ® 

This year the task of the Advisory Committee and my own task in the Fifth 
Committee is, | fear, more than usually difficult, because the Committee has been 
unable to reach complete agreement with the Secretary-General. The Committee 
has recommended reductions which the Secretary-General feels he cannot accept. 

It may be that some representatives will find our proposals unduly harsh; others 
again may feel we have not gone far enough. If so, we shall merely renew an 
experience of the last Assembly session when the Advisory Committee was assailed 
on both these counts. In any event, it is for the Fifth Committee to pass judg- 
ment on the recommendations. 

of /~ *~ ~*~ * * * 

I am grateful to the Secretary-General for his flattering references to my col- 
leagues of the Advisory Committee and to myself. May I assure him that in spite 
of differences of opinion on estimates we have very great personal regard for him 
and it is our genuine desire to help him in the discharge of his tremendous respon- 
sibilities. * * * 

Although the Advisory Committee examines the budgets of a num- 
ber of the specialized agencies and reports to the General Assembly 
thereon, with comments and recommendations, it takes no part in 
the actual budget process of these organizations.“ It merely exer- 
cises, on behalf of the General Assembly, that body’s responsibilities 
under the Charter to examine the administrative budgets of the agen- 
cies and to make recommendations with respect thereto, in an attempt 
to achieve budgetary coordination between the United Nations and 
the specialized agencies.™ 

(e) Problems relating to the budget process —The subcommittee found 
that the major difficulties connected with the budget process of the 
United Nations are structural in nature and arise out of (1) the peculiar 

‘position of the Secretary-General under the Charter; and (2) the rela- 
tionship between the General Assembly and the Councils, Commissions, 
and their subordinate bodies. 

It has already been shown that the Secretary-General formulates 
his budget estimates on the basis of the programs and projects which 
have been authorized by the various political bodies. All that the 
Secretary-General can actually do in his budget document is interpret 
these programs and projects in terms of the cost of meetings, personnel, 
common services, etc., and present a summary of the over-all program 
for the year in his budget message. Of course, the Secretary-General, 
as chief administrative officer of the Organization “ can always advise 


68 Jbid.. pp. 64-66 

64 See United Nations, General Assembly, Fifth Report of 1948 of the Adrisory Committee on Administrative 
and Budgetary Questions on the Budgets of the Specialized Agencies for 1949, Official Records of the Third Session, 
pt. I, Resolutions. 21 September-12 December 1948, pp. 46-61; ibid., Sizth Report of 1949 of the Advisory Com- 
mittee on Administrative and Budgetary Questions on the Budgets of the Specialized Agencies for 1950, Official 
Records of the Fourth Session, Joint Second and Third Committee, Annez, 1949, pp. 14-21; ibid., Sirth Report of 
1950 of the Advisory Committee on Administrative and Budgetary Questions on the Administrative Budget of the 
Specialized Agencies for 1951, UN Doc. A/1441. 16 Oetober 1950 

65 Charter of the United Nations, art. 17 (3), the General Assembly assigned this responsibility to the Ad- 
visory Committee during the first part of its first session by Resolution 14 (1), February 13, 1946. See United 
Nations, General Assembly, Resolutions Adopted * * * During the First Part of the First Session, op. 
cit., supra, note 45, pp. 19-20. 

66 See text accompanying note 46, supra, 

8? Charter of the United Nations, art. 97. 
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the governing organs on the formulation of programs and on proposals 
for new and extended activities. He can also recommend priorities 
with respect to the work undertaken. However, he can neither veto 
nor interfere with these programs once they have been voted by the 
political bodies. As a result of this situation, the Secretary-General 
is seriously hampered, since he cannot use the budget to present to 
member nations his own concept of the Organization’s objectives and 
work programs. All he can do is tell them what it will cost to carry 
out the programs already approved, and the purposes for which the 
money is requested. Thus, the budget process loses one of its main 
functions—management and control—and becomes merely an un- 
pleasant job which has to be performed each year in order to enable 
the Organization to function. Furthermore, it places the Secretary- 
General in the unfortunate situation of being called to task by the 
Fifth Committee with respect to increased expenditures, while other 
organs of the United Nations can continue to increase the workload 
with little or no restraint.® 

That the Secretary-General is keenly aware of the weakness of his 
position is demonstrated by the frequent references which he has 
made to it. Thus, in concluding his budget message for 1948, he 
stated: 

There may be some differences of opinion whether some of the organs of the 
United Nations are undertaking too much too soon in fields of doubtful urgency. 
That is for the member governments to decide. There can be no difference of 
opinion, however, regarding the resultant budgetary implications. Jf the govern- 
ments of the Member States are to continue the multiplication of activities on the present 
pattern, by the action of their representatives in the General Assembly, the Councils 
and the Committees, they must be prepared also to make adequate provision for paying 
the costs. 

In his opening statement to the Fifth Committee during the fourth 
session of the General Assembly, the Secretary-General, in discussing 
the size of the budget for 1950, said: 

* * * in the light of current economic and currency difficulties, the budget 
of the United Nations unquestionably presents serious problems for some a the 
Member Governments. You must never suppose for a moment that I forget tI 
even though I sometimes suspect that the Governments themselves lose sight of it 


their zeal for multiplying the activities of the organization and increasing constantly 
the demands for services in widening fields.” 


In his annual report for 1949-50, the Secretary-General again 
pointed out the difficult position in which he was placed, stating: 


While the Secretary-General has been obliged, and will doubtless continue to 
be obliged, to resist from time to time the tendency of the various organs to place 
upon the Secretariat greater responsibilities in the form of new studies, reports 
and research projects than can be adequately met within budgetary limits, it 
has nevertheless proved possible to furnish these bodies with all the materials 
requested without undue dispersal of resources and without neglecting those 
responsibilities which are of a regular and continuing nature.” 


Another facet of this problem arises in connection with the fact 
that the major portion of the expenses of the United Nations is devoted 


68 See United Nations, Advisory Committee on Administrative and Budgetary Qu iestions Rept wrt to the 
General Assembly onthe Budget F'stimates for 1948 and the Working Capital Fund, op. «it upre, note 58 P ar. 26, 

* United Nations, General Assembly, Rudoet Estimates for the Financial Yo ir 1948 and Information 
Annet, UN Doc. A/318, 14 July 1947, p. 5. [Ttalies supplied] 

7 United Nations, General Assembly, Official Records of the Fourth Session, Fifth Committee, Admin- 
istrative and Budgetary Questions, Annet, op. cit., supra. note 62, p. 62. [Italics supplied.] 

7 United Nations, Annual Report of the Secretary-General on the Work of the Organization, 1 July 1949-30 
June 1950, Supplement No. 1 UN Doc. A/1287, p. 136. 
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to personnel and conferences and meetings. If the political bodies 
approve more projects and schedule large numbers of meetings all 
over the world, the Secretary-General can either use existing facilities 
to meet these demands and service these meetings, or hire additional 
personnel. If he attempts to economize by using existing personnel, 
and the services and work are not satisfactory, he is immediately 
called upon by the political bodies for an explanation. On the other 
hand, if he attempts to meet these additional responsibilities by en- 
gaging additional personnel, he is met with criticism by the Fifth 
Committee and the Advisory Committee on Administrative and 
Budgetary Questions. 

Thus, in 1947, commenting upon an increase in personnel costs in 

the 1948 budget estimates, the Advisory Committee said: 
There appears to be * * * a tendency in the Secretariat to translate all 
new work into requirements for extra staff. * * * The Committee emphasizes 
that when new work arises, every effort should be made to see how far it can be 
absorbed before additional staff are requested.” 

In the same connection, the Fifth Committee, in its final report to 
the General Assembly on the budget estimates for 1950, observed: 

Satisfaction at the progress made in this direction (referring to increased 
efficiency) tended to be tempered by certain misgivings regarding annual increases 
in the number of personnel, a movement which has not been sufficiently curbed 
as appeared from the Secretary-General’s request for 195 new posts for 1950. 
There still was too great a tendency to react to each new task laid upon the 
Secretariat with a request for additional staff.” 

Again in its final report to the General Assembly on the budget 
estimates for 1951, the Fifth Committee stated: 

It was contended that since the initial period of organization was now past, 
annually recurring increases in numbers of staff were no longer justified, nor was 
there sufficient need for the employment, on the scale requested, of temporary 
experts and consultants, or adequate justification for continued large expenditures 
on such items as temporary assistance and overtime. 

* 4 * Concern was expressed, * * * at the continuing requests for 
staff increases in certain fields of activity more especially those relating to eco- 
nomic and social affairs.” 

The Secretary-General has usually accepted these challenges by 
pointing out that only because of his efforts at achieving greater 
efficiency and improving his administration has he been able to meet 
the growing demands upon him resulting from increased programs. 
Thus, in his budget message accompanying the 1949 budget estimates, 
he said: 

Taking into account only the ordinary expenditures * * *, the 1949 budget 
remains at approximately the same level as the budget for 1948. This stability 
has been achieve d only th rough the increased efficiency and effe cliveness and the definite 
progress in the internal organization, work methods, and procedures which enable 
the staff to shoulder new loads by widening United Nations activities.” 


In defending his estimates for 1950, in which he had requested a 
considerable number of additional posts, the Secretary-General 





7 United Nations Advisory Committee on Administrative and Budgetary Questions, Report to the 
General Assembly on the Budget Estimates for 1948 and the Working Capital Fund, op. cit., supra, note 58, 
yar. 14. 

. 73 United Nations, General Assembly, Report of the Fifth Committee on Budget [estimates for the Financial 
Year 1950, UN Doe. A/1232, 8 December 1949, par. 8. 

74 United Nations, General Assembly, Report of the Fifth Committee on Budget Estimates for the Financial 
Year 1950, UN Doc. A/1734, 14 December 1950, par. 7. 

75 United Nations, General Assembly, Budget Estimates for the Financial Year 1949 and Information 
Annezes, Official Records: Third Session, Supplement No. 5, UN Doc. A/556, 3 June 1948, p. vii. [Italie: 
supplied.] 
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opposed the reductions recommended by the Advisory Committee on 
Administrative and Budgetary Questions and told the Fifth Com- 
mittee: 

You will see that my principal preoccupation has been to implement more 
adequately, within modest means, those im] ortant clauses of the Charter which 
deal with economic and social matters, and to provide the essential services 
which the national delegations demand so insistently. You will see that I have 
been most concerned on the budgetary side, with established posts. A Secretarzat 
of increasing experience and efficiency can go only so far in absorbing constantly- 
growing tasks. If you really want the job done, you must give me hands to aa? 

Referring to the problems presented to him as a result of large 
numbers of meetings and conferences being scheduled all over the 
world, the Secretary-General in his budget message, accompanying 
the 1950 budget estimates, observed: 


* * * the rising cost of translation and publication of the official records 
in all the organs is offset onlv on the assumption that all organs will heed the 
recommendations of the third session of the General Assembly that the number 
of formal meetings be held to a minimum, and that such meetings be held at the 
headquarters of each organ. The Secretariat cannot be held responsible for economy 
and fullest administrative efficiency if the General Assembly appropriales moneys for 


rotating meeting places in the face of its own recommendatior 


It has already been noted that the relationship between the General 
Assembly and the Councils, Commissions, and their subordinate bodies 
is, in the opinion of the subcommittee, a second source of the major 
difficulties connected with the budget process of the United Nations. 
This relates primarily to the fact that although projects and programs 
may be approved by bodies other than the General Assembly, the 
latter is the only organ which, under the Charter, has the power to 
appropriate the funds necessary to support these projects. As a 
result, the exercise of real budgetary control by the General Assembly 
is beset by the same diffic ulties as is the Secretarv General, since the 
Assembly is almost committed to appropriate the necessary funds or 
else find itself in conflict internally with the other bodies. This 
situation has, in turn, given rise to a sharp conflict between the Fifth 
Committee of the General Assembly, which has the responsibility for 
examining all requests for funds and recommending to the Assembly 
the amounts to be appropriated in the final budget appropriation, and 
the other main committees of the Assembly, which are charged with 
the responsibility for examining, reviewing, and reporting to the 
Assembly with respect to projects, programs, and other matters ap- 
proved by the councils.” 

In an effort to meet this situation and to provide some sort of a 
brake on the actions of the Councils, Commissions, ete., the General 
Assembly, during its first session, approved a financial regulation 
which provided that “no resolution involving expenditure from United 
Nations funds shall be approved by a Council unless the Council has 
before it a report from the Secretary-General on the financial implica- 
tions of the proposals, together with an estimate of the costs involved 


76 United Nations, General Assembly, Official Records of the Fourth sess , Fifth Committee, Adr 8 
tratire and Budgetary Questions, Annex, op. cit., supra, note 62, p. 63. [Italics supplied 
77 United Nations, General Assembly, Budget Estimates for the Financial Year 195¢ 1 Information 


Anneres, Official Records of the Fourth Session, Supplement No.5, UN Doc. A/903, 27 June 1949, | 
supplied.] 
8 Charter of the l ae Nations, art. 17 (1 See Report to the General Assembly on the Budget Estimates 
for 1948, and the Working Capital Fund, op. cit. supra, note 58, par. 2¢ 
7% See Report of the Fifth Committee on the Budget Estimates for the Financial Year 1950, op. cit. supra, note 
74, par. 52. 
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in the specific proposals.”’*° Although this has afforded the Secretary- 
General an opportunity to show the various bodies what the estimated 
cost of their actions will amount to, it has, in the opinion of the sub- 
committee, had little effect upon them and they continue to propose 
projects ¢ and programs with little or no regard for their cost. 

Commenting upon this situation, the Advisory Committee on Ad- 
ministrative and Budgetary Questions stated, as early as 1947: 

The Committee is satisfied that the Secretariat has made laudable efforts to 
make effective the application of Provisional Regulation No. 25. This regulation 
provides that no resolution involving expenditure shall be approved by a council 
or other body unless it has before it an estimate of the costs involved. The 
Secretariat is obviously placed in an intolerable position if administrative and 
budgetary committees call it to task over increasing expenditures while other 
committees can increase the work load with little or no restraint. The Committee 
has no doubt that a great weakness in the United Nations financial system is the fact 
that projects may be approved by bodies other than the General Assembly, which is 
the only appropriating authority.” © 

The conflict referred to appears to arise most frequently in con- 
nection with decisions of the Councils and Commissions to hold meet- 
ings and conferences away from their respective headquarters, 
although it has, in the past, arisen with respect to other matters. 
In every instance, additional funds are required and the basic question 
which is raised is whether the Fifth Committee has the power to reject 
requests for funds to enable the implementation of decisions which 
have been taken by other organs and approved by one of the main 
committees. 

The problem arose during the Third Session of the General Assembly 
in connection with the place of meetings and the amount of money to 
be devoted to studies of technical assistance. Both matters had been 
acted upon by competent organs and approved by the appropriate 
main committees, and, in one instance, had already been approved 
by the General Assembly. The only question was the power of the 
Fifth Committee to eliminate or reduce the funds estimated as 
necessary to implement these decisions. In ruling on the question, 
the Chairman of the Fifth Committee held that the Committee had 
the right to submit to the General Assembly any recommendations 
on budgetary matters which it considered appropriate; that the Com- 
mittee had no power to take final decisions and could only make 
recommendations; that in any case, the decision of the General 
Assembly was final since it could adopt a resolution and then refuse 
or reduce the funds necessary for its execution; and that the Fifth 
Committee had the right to submit to the Assembly any useful recom- 
mendation regarding the expenses resulting from the adoption of a 
program adopted by the Assembly.*? The matter was raised sub- 
sequently before the plenary meeting of the Assembly, but the 
President failed to rule, remarking only that: ‘‘As the decisions of the 
Fifth Committee were subject to the approval of the General 

8 Resolution 80 (I), regulation 25, United Nations, General Assembly, Resolution Adopted 
During the Second Part of its First Session, 1946, op. cit., supra, note 45, sec. XV, p. 148. This provision 
has been retained in each revision of the provisional Financia] Regulations and has been included in art. 13 
of the permanent Financial Regulations. See appendix E, art. XIII, Reg. 13.1. Similar provisions are 
also contained in the rules of procedure of the various organs. 

8 United Nations, General Assembly, Advisory Committeeo n Administrative and Budgetary Questions. 
Report to the General Assembly on the Budget Estimates for 1948 and the Working Capital Fund, op. cit supra, 
note 58, par. 26. [Italics supplied.] 

® United Nations, General Assembly, Official Records of the Third Session, Part (I), Administrative and 


Budgetary Questions, Fifth Committee, Summary Records of Meetings, 21 September-10 December, 1948, p. 
873. The ruling of the Chair was sustained 24 to 3 with 5 abstentions. 
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Assembly, just like those of any other Committee, it was useless to 
discuss it further.”’ ** 

The problem arose again during the Fourth Session of the General 
Assembly. In its final report to the Assembly on the budget estimates 
for 1950, the Fifth Committee stated: 

The question of the competence of the Fifth Committee as regards decisions 
taken by other bodies was frequently referred to. It was pointed out to the 
Committee that a similar discussion had taken place during the first part of the 
third session of the General Assembly, when the principle involved had been 
settled. The Committee recognized that it was not within its competence to 
reverse decisions taken by other bodies, that being the function of the General 
Assembly itself. But it had the right, on budgetary and administrative grounds, 
to refuse or reduce credits asked for the implementation of such decisions, and 
could make recommendations to the General Assembly accordingly.’ 

The question was raised again during the plenary meeting, when it 
was pointed out that with respect to the holding of meetings and con- 
ferences, both the Charter of the United Nations and the rules of 
procedure of the various organs gave to these bodies the authority 
to determine where they would meet. However, since they were 
dependent upon the Assembly for funds, the Councils and Commissions 
were not really able to exercise their prerogatives in this respect, if the 
Assembly chose to exercise its full powers. 

During the Fifth Session of the General Assembly, the powers of 
the Fifth Committee were again the subject of discussion with respect 
to the disallowance of additional funds required to implement the 
decisions of the Councils and Commissions to hold meetings and 
conferences during the coming year. The Chairman of the Advisory 
Committee on Administrative and Budgetary Questions pointed 
that 
the main function of the Fifth Committee was to determine the total amount of 
expenditure of the United Nations and to distribute it among the various sections 
of the budget. Thus, the Committee would be perfectly within its rights in 
refusing to support the recommendation of the Third Committee (approving the 
action of the Kconomie and Social Council and some of its Commissions and sub- 
commissions, in scheduling meetings); in the last resort, it would be for the 
General Assembly to decide by choosing one of the recommendations submitted 
toit. * * *8 

The question arose again during the 276th and the 277th meetings 

| g £ 

of the Fifth Committee, this time, in connection with a decision of 
the Economic and Social Council to hold its next session in Chile at 
an added cost of approximately $256,000. After considerable debate, 
the action of the Economic and Social Council, as approved by the 
Third Committee, was approved with the understanding that the 
Government of Chile would pay one-third of the additional expense, 
after two resolutions, which would have deleted the funds required, 
were defeated.® 

(f) Conclusions with respect to the budget process.—In the opinion 
of the subcommittee, remedial action is necessary if the budget 
processes of the United Nations are to function effectively. It 
is clear that there is adequate review of the budget under the 


8 United Nations, General Assembly, Official Records of the Third Session, Part (JI), Plenary Meetin 
1948, 170th plenary meeting, p. 700. 

% United Nations, General Assembly, Report of the Fifth Committee on Budget Estimates for the Financial 
Year 1950, op. cit., supra, note 73, par. 53. 

% United Nations, General Assembly, Official Records of the Fourth Session, Plenary Meetings, 1949, 276th 
plenary meeting, p. 609, 7 December 1950. 

% United M9 ations, General Assembly, Official Records of the Fifth Session, Summary Record of the 262nd 
Meeting, U. N. Doc. A/C.5/SK262, pars. 36, 37 and % 8 November 1950. 

8 Jbid., Sun mmary Record of the 277th Meeting, U. N. Doc, A/C.5/SR277 
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system now in effect. It is equally clear that there is inadequate 
control. As in the case of other weaknesses, the basic difficulty is 
political and structural rather than administrative. The Secretary 
General is clearly without authority to delete projects and programs 
which make up the costs of the organization. Nor has he the power 
to override any actions of the political bodies. Attempts by the 
Advisory Committee on Administrative and Budgetary Questions to 
keep expenses at a minimum and to recommend the deletion of funds 
for certain matters are met with strong resistance and criticism. 
With respect to the Fifth Committee, its powers have been held to 
berecommendatory only. Thus, although this Committee can recom- 
mend against the appropriation of funds in any given situation, the 
final decision must be made by the General Assembly which usually 
meets in haste and is neither equipped nor in a position to change 
basic decisions of the substantive organs. 

That this situation has caused considerable concern to the Chair- 
man of the Advisory Committee is indicated by a summary of his 
remarks during the 286th meeting of the Fifth Committee, at which 
he defended the work of his Committee against considerable attack, 
as follows: 

Referring to the persistent efforts which were made periodically with a view 
to paralyzing the free play and normal functioning of the various organs created 
by the United Nations, he said he could not refrain from voicing a sense of alarm. 
To surrender the principle of financial and administrative contro!, which was the 
prerogative of the Fifth Committee, would be nothing less than a dereliction of 
duty. Budgetary and administrative control had been vested in that Committee and 
in the Advisory Committee, and those bodies should not hesitate to fulfill their mission 
in the face of repeated attacks.® 

From the foregoing, it appears that action is necessary which will 
either give to the Secretary General the power to determine, in advance 
the necessity and priority for projected programs and projects, or to 
strengthen the Fifth Committee to the extent that it will be able to 
act as a budget bureau with real power to deny funds requested. 
However, the subcommittee is not convinced that either of these 
proposals would add to the effective functioning of the Organization. 
The advisability of placing in the hands of the Secretary General such 
plenary powers, would probably require Charter revision and would 
result in giving him powers which properly belong to the political 
organs. The Fifth Committee, on the other hand, is composed of 
delegates with financial and budgetary experience who are usually 
not equipped to make determinations with respect to substantive 
matters which have already been debated and examined with much 
care by the Councils and Commissions whose members are, in a sense, 
experts in their respective fields. It may thus become necessary to 
entrust this task either to a joint committee, composed of members of 
the Second, Third, and Fifth Committees, or to create a small body of 
qualified persons, some of whom would be e xperts in the economic and 
social fields, with power to advise the General Assembly with respect 
to the advisability of projects, programs and other matters. It 
would seem that this might be acc omplished by enlarging slightly the 
membership of the Advisory Committee on Administrative and 
Budgetary Questions so as to include such experts. 





# United Nations, General Assembly, Official Records of the Fifth Session, Summary Record of the 280th 
Meeting, U. N. Doc. A/C.5/SR 280, 13 December 1950, p. 16. [Italics supplied.) 
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In any event, it is clear that the matter does not lend itself to any 
easy solution. It may well be that if the form of the budget were 
changed so as to make it a performance budget, rather than an objects 
of expenditure budget, and the power to determine priorities were 
vested in a competent body, some of the underlying difficulties might 
be eliminated. Although these matters will receive subsequent 
treatment, the conclusion is nevertheless inescapable that the budget 
process must be strengthened so as to afford some measure of real 
control over the budget. If this is not done, the position of the 
Secretary General is likely to become increasingly intolerable, the 
Fifth Committee will be reduced to the position of a “rubber stamp,”’ 
and the limited funds at the disposal of the Organization, which are 
needed so urgently for important and worthwhile economic and social 
projects all over the world, will be dissipated and wasted on projects 
of doubtful value and on expenses which might well be avoided. 

In arriving at this conclusion, the subcommittee found abundant 
support in both the observations of the Advisory Committee and the 
Fifth Committee. Thus, in reporting to the General Assembly on 
the 1948 budget estimates, the Advisory Committee stated: 


* * * The Committee has no wish to suggest that essential international 
activities be restricted on budgetary grounds; but it does suggest strong at 
on administrative grounds it is possible to dissipate energies, too widely 


More recently, the Fifth Committee, in its report to the General 
Assembly on the budget estimates for 1951, stated: 


* %* * the trend of the discussions indicated the concern with which the 
majority of those participating reviewed the increasing cost of international 
administration as reflected in the budgets of the United Nations and i liated 
agencies over recent years. This concern, it was suggested, could best be allayed 
and excessive inflation of costs arrested, by the establishment of standards of 
administrative efficiency and economy comparable to those enforced in the most 
highly developed national administration. If costs continued to increase, there 
would be a grave danger that essential activities might be severely limited by 
lagging contributions. Throughout the discussions, therefore, the need was constantly 
emphasized for ensuring that available resources are used to the best possible advantage 
and not dissipated among activities of limited importance and remote value.® 


4. THE BUDGETING PRACTICES OF THE UNITED NATIONS AND THE 
SPECIALIZED AGENCIES 
(a) General.—The subcommittee found that the budgeting practices 
of the United Nations and the specialized agencies vary considerably.*! 
Although some of the specialized agencies include program or project 
information and schedules in their budget estimates, the United 
Nations and most of the specialized agencies formulate their budget 
estimates by organization units and objects of expenditure, i. e., cost 
of meetings, cost of maintaining offices, common services, ete. As a 
result, an examination of the budget estimates often fails to reveal 
how much money is being devoted to the various projects, making it 
difficult, if not impossible, for member governments to determine the 
relative importance of any particular project without much additional 
research and work. This is further complicated, in the case of 
& United Nations, Advisory Committee on Administrative and Budgetary Questions, Report to the 
General Assembly on the Budget Estimates for 1948 and the Working Capital Fund, op. cit., supra, note 58 
pee United Nations, General Assembly, Feport of the Fifth Committee on Budget Estimates for the Financial 
Year 1950, op. cit., supra, note 74, par. 7. [Italics supplied.] 


$1 See United Nations, Catalogue of Economic and Social Projects, 1950, U. N. Doe. E/1670, 19 April 1950, 
pp. ix-x. 
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the specialized agencies, by the existence of a wide variation in the 
definition of the term “project.’’ Thus, one agency may refer to a 
project as any area of work, whereas another may apply the term to 
studies or activities of a more limited scope.” 

(6) The United Nations.—As already indicated, the budgets for the 
departments of the United Nations are not constructed on a project 
basis. Thus, in accordance with the recommendations of the Pre- 
paratory Commission, the 1946 budget was divided into two parts 
and eight sections. Part I, containing six sections, listed the esti- 
mates under such headings as travel of repr esentatives to the General 
Assembly, personnel services, common services, establishment of 
headquarters and initial recruitment of staff, unforeseen expenses, 
and expenses of the Preparatory Commission. Part II, containing 
the remaining sections, listed items relating to the International 
Court of Justice.” 

The 1947 budget estimates, following the requirements of the 

provisional financial regulations,” were again presented in two parts 
and eight sections, almost identical with the 1946 presentation. The 
major difference was the inclusion under section 6 of a project-type 
item, “‘Advisory Social Welfare Functions.” In explaining the form 
of the 1946 and 1947 budgets, the Secretary General stated that— 
* * * the uncertainties as to policies and programs prevented any but a 
tentative over-all estimate under five general headings, when the provisional 
budget was presented * * *, However, in submitting the first annual budget 
and the budget for 1947, the broad appropriation headings are supported in detail 
by tables, charts, graphs, and other explanatory data * * *,@% 

The 1948 budget estimates followed the requirements of the revised 
provisional financial regulations,“ and contained 7 parts and 39 
sections.” Part I, containing 4 sections, was devoted to sessions of 
the General Assembly, the Councils, Commissions, and Committees; 
part I], containing 2 sections, covered special conferences, investiga- 
tions, and inquiries; part III, containing 15 sections, covered the 
Secretariat; part IV, containing 6 sections, covered common services; 
part V, with 5 sections, dealt with capital expenses. Part VI, which 
dealt with Economic Commissions, Administration of the Free 
Territory of Trieste, and Advisory Social Welfare Functions, included 
3 sections, broken down into project or program-type items. Part 
VII covered the International Court of Justice. All of the sections 
in each part were broken down into chapters.'” 

Included with the budget estimates, as an information annex, was 
a detailed breakdown showing the manning tables, salaries, and mis- 
cellaneous expenses under each part, section, and chapter. Part IIT, 

2 Thid 

% Report of the Preparatory Commission of the United Nations, op. cit., supra, note 42, E. 111. 

“ See United Nations, General Assembly, Resolutions Adopted * * * During the Second Part of Its 
First Session, op. cit., supra, note 45, p. 128. 

% Provisional Financial Regulations of the United Nations, United Nations, General Assembly, Resolutions 
Adopted * * * During the Second Part of Its First Session, 1946, op. cit., supra, note 45, sec. XV pp. 
144-148, resolution 80.1, regulation 4. 

% Jbid., resolution 68 (I), pp. 128-129. 

% United Nations, Report of the Secretary General on the Work of the Organization, UN Doc. A/65, 30 June 
1940, ch. IX, sec. B, par. 2. 

% “The estimates submitted to the General Assembly shall be divided into parts, sections, and chap- 
ters * * *."' Provisional Financial Regulations, Resolution 168 (II), op. cit., supra, note 48. 

” United Nations, General Assembly, Budget Estimates for the Financial Year 1948 and Information Annez, 


UN Doc. A/318, 14 July 1947, pp. 7-21. 
100 Thid., p. 20. 
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covering the Secretariat, listed not only manning tables, salaries, and 
other incidental expenses, but included, as well, detailed justifica- 
tions with respect to each department, indic ating, in each case, the 
functions, responsibilities, and established posts for the projected 
financial year and the current year.’" In some instances, programs 
and projects were included under the various departmental expenses 
in part III, and part VI included considerable detail with respect to 
program. However, the Advisory Committee on Administrative and 
Budgetary Questions, in its report to the General Assembly on the 
1948 budget, was of the opinion that adequate detail with respect to 
programs was lacking. In this connection it stated: 

The Committee has * * * been at a disadvantage, in its review of the 
budget, by the absence of precise descriptions of work programs. The explana- 
tion of the functions of the various divisions is given in _ tract terms, covering 
the whole field of possible responsibilities; though whether these responsibilities 
should involve any workload in any particular vear may ae pend on a number of 
circumstances. It was apparent that considerable attention had been given, at 
least by some departments, to activities and projects to be carried on during 
1948, but in few cases were these translated into definite programs of work, showing 
the specific types of work proposed, the scope and intensity of the work, the anticipated 
results, the staff required, and the time required for their completion * * *)3® 

In commenting further on the form of the 1948 budget, the 
Committee continued: 


It [the Committee] suggests in the first place that it would be useful in future 
years if the narrative in the budget were to describe actual work on hand, or 
projects being undertaken, and if the authority for the work were explained; for 
example, whether necessary in fulfillment of the Secretary General’s responsibili- 
ties under the Charter, or whether arising from the request of a council or a com- 
mission, ete. 

Secondly, the Committee believes that it would be of value if a statistical 
annex could be provided in which the estimates in the various parts of the budget 
were, as far as possible, distributed over the actual projeets to which they oeeree 
the general object being to show the full costs of each important project; as for 
exainple, the study of armaments, or narcotics, or the production of the human 
rights yearbook.’ 

The 1949 budget estimates were presented in 9 parts and 29 sections, 
each of the latter being further broken down into chapters." For the 
most part, the form was the same as that of the 1948 budget estimates. 
However, following the recommendations of the Advisory Committee, 
much additional explant: itory material was added as information an- 
nexes, and part II], which was devoted to the New York headquarters 
contained a narrative description of many of the programs and proj- 
ects. In addition, several elaborate charts were added in which pro- 
posed appropriations were distributed over the various work projects 
to show their full costs..°% As a final annex to the 1949 budget docu- 
ment, there was appended a summary of proposed expenditures by 
objects of expenditure, in which all costs were divided into eight 
basic groups: (1) meetings; (2) personnel; (3) general services; (4) 
permanent equipment; (5) special projects and activities; (6) capital 
expenses; (7) other budgetary provisions; and (8) estimated casual 

1% Jbid., pt. III, pp. 38-137. 

10 United Nations, Advisory Committee on Administrative and Budgetary Questions, Report to the 
General Assembly on the Budget Estimates for 1948 and the Working Capital Fund, op. cit., supra, note 58, 
pars. 17 and 19. [Italics supplied.] 

18 Jbid., pars. 20 and 21. 

1% United Nations, Budget Estimates for the Financial Year 1949 and Information Annexes, Official Records 
of the Third Session of the General Assembly, Supplement No. 5, UN Doc. A/556, 1948, pp. 3-36. 


10 Thid., pp. 59-164. 
106 Thid., pp. 253-263. 
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revenue.'” This table represented a reassembly of the budget esti- 
mates, designed to bring them into line with a standard pattern of 
objects of expenditure which had been developed by the Secretary 
General and the heads of the specialized agencies. Its purpose was 
to achieve greater uniformity in the budget presentations of the United 
Nations and the agencies so as to assist in budgetary coordination by 
providing a basis for comparison between the several budgets. This 
pattern was ultimately adopted, for purposes of comparison, by a 
number of the specialized agencies and has been issued each year as 
an information annex to the budget estimates of the United Nations.’ 
It will be treated further in connection with a discussion of adminis- 
trative and budgetary coordination. 

The 1950 and 1951 budget estimates were prese - «din substantially 
the same form as those preceding them, except for the inclusion of 
more detailed information in the justifications. Responding to the 
request of the Advisory Committee, the Secretary General added to 
each budget document an information annex containing what is re- 
ferred to as “‘project estimates,” in which are contained the direct 
costs of proje cts, costs of substantive departments, and apportioned 
costs of other items, such as documentation, translation, conference 
services, common services, and permanent equipment.'” Included is 
a breakdown indicating the amounts of money devoted to the major 
organs, economic and social programs, international law, public infor- 
mation, public administration and other matters, and a short analysis 
of the percentage of the total budgets allotted to each of these items. 

(c) The specialized agencies —The subcommittee found that the 
specialized agencies have made some progress toward the development 
of project or performance budgets. Thus, the Food and Agriculture 
Organization (FAO), the World Health Organization (WHO), the 
United Nations Educational, Cultural, and Scientific Organization 
(UNESCO), and the International Refugee Organization (IRO), use 
project budgets to some degree. The other specialized agencies, how- 
ever, use the regular objects of expenditure budgets. The Interna- 
tional Labor Organization (1LO) has submitted a project budget for 
1951. 

In the course of its examination of the budgets of the specialized 
agencies, the subcommittee noted that funds which have been allotted 
to these agencies for technical assistance and other extrabudgetary 
purposes are not incorporated in their annual budgets. Except for 
the World Health Organization, even the presentation of the esti- 
mates for technical assistance is entirely separate from the regular 
budget documents. As a result, the annual budgets fail to reflect the 
complete picture of the activities of these organizations for the finan- 
cial year to which they refer and a comprehensive appraisal can be 
made only by reference to a number of separate documents. 

Re ferring to this situation in its report on the administrative budgets 


7 id., pp. 267-271. A break-down of United Nations expenditures by the standard pattern of objects of 
expenditure is found in appendix D (1)-(4). 

’ United Nations, General Assembly Information Anner IV to Rudget E oe for the Financial Year 
1949, Official Records: Third Session, Supplement No. 5A “O N Doc. A/556/Add. 1948: ibid., Information 
An or IV to Budget Estimates for the Financial Year 1950, Official Records: Fourth Session, Supplement 
No. 6 UN Doc. A/903/Add.1, 1949; ibid., Information « Annex IV to Budget Estimates for the Financial Year 
1951, Off ial Records, Fifth Session; Supplement No. 6A, UN Doc. A/1267/Add.1, 1950. See also appendix D. 

* United Nations, General Assembly, Budget Estimates for the Financial Year 1950 and Information 
Annexes, op. cit., supra, note 77, p. 253; ibid., Budget Estimates for the Financial Year 1951 and Information 
Annexes, Official Records; Fifth Session, Supplement No. 5, UN Doc. A/1267, 1950, p. 319, 
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of the specialized agencies for 1951, the Advisory Committee suggested 
that— 

the specialized agencies should be requested to include, as information annexes to 
their annual budget documents, the estimates and plans for expenditure of any 
other funds which may be available for use during the year covered by the regular 
budget estimates. 

The Committee also recommended that a consolidated audit report on 
expenditures connected with the technical assistance program should 
be submitted for examination and approval to the General Assembly 
of the United Nations and to the general conferences of the specialized 
agencies,!!” 

In view of the fact that the United States is contributing heavily to 
the financial support of the technical assistance program, apart from 
its contributions to the regular budgets of the United Nations and the 
specialized agencies, the subcommittee concurs wholeheartedly in 
these suggestions and was pleased to note that they were embodied in a 
resolution which was approved recently by the General Assembly. 

(d) Conclusions with respect to budgeting practices.—In the opinion of 
the subcommittee, there is an urgent need for the adoption by the 
United Nations and the specialized agencies of project or pe rformance 
budgets, if the budget process is to achieve one of its principal pur- 
poses—management and control. At present, the size of their respec- 
tive budgets depends almost entirely upon the number of projects and 
programs which are approved by the political bodies of the various 
organizations. ‘Thus, control over expenditures is entirely dependent 
upon the exercise of restraint by the representatives of the member 
nations in these bodies. Under existing practices, however, it is 
extremely difficult for the delegates to exercise intelligent judgment in 
these matters, because, for the most part, the budgets of the various 
agencies are not presented in project terms. 

In a 1948 report by the Secretary General, he pointed out that the 
Advisory Committee on Administrative and Budgetary Questions 
had concluded that neither the United Nations nor the specialized 
agencies should use performance budgets at that stage of their oper- 
ations.” An examination of the report of the Advisory Committe: 
upon which the Secretary General’s remarks were based, indicated 
that the Advisory Committee felt that project or performance budgets 
should be used only by well-established agencies." 

The subcommittee is unable to agree with the conclusions of the 
Advisory Committee. A recent catalogue of economic and social proj- 
ects, published by the United Nations, reveals that the United Nations 
and the specialized agencies had some 723 projects under way during 
1950,'"* representing approximately 59 percent of the total budgets of 
the United Nations and the specialized agencies.’ It will be shown 
subsequently that many of these projects are of doubtful value and 





0 United Nations, General Assembly, Administrative Budgets of the Specialized Agencies for 1951, Sixth 
Report of 1950 of the Advisory Committee on Administrative and Budget Questions, UN Doc. A/1441, 16 October 
1950, pars. 8-11. 

'! United Nations, General Assembly, Administrative Budgets of the Specialized Agencies, Resolution 
Adopted by the General Assembly at the 314th Plenary Meeting on 1 December 1950, UN a A 1587. 

12 United Nations, General Assembly. Report by the Secretary-General on Administrative and Budgeta 
Coordination of the United Nations for the Specialized Agencies, UN Doc. A/599/ Add.1, 25 October 1948, par 

3 United Nations, General Assembly, Fifth Report of 1948 of the Advisory Comn ittee on Admini strative 
and Budgetary Questions, Budgets of the Specialized Agencies for 1949, UN Doc. A/675, 9 October 1948, par. 18. 

4 United Nations, Catalogue of E onomic and Social Projects, 1950, UN Doc. E/1670, 19 April 1950. p. xi 

‘s United Nations, Gener il Assemb lv, Summary Record of the 52nd Meeting of the Joint Second and Third 
Commitiee, UN Doc. A/C.2 and <¢ /SR.5 , 11 November 1950, par. 16, 
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urgency. If performance budgets were adopted, attention would be 
focused upon the general character and relative importance of the work 
to be done or the service to be rendered. Under existing practices, the 
budgets reveal, for the most part, things to be acquired, such as per- 
sonal services, ’ supplies and equipment, and miscellaneous expenses. 
The all- -important thing in budgeting is the work or service to be ac- 
complished and what that work or service will cost.!"° 

Accordingly, the subcommittee concludes that if the United Nations 
system is to function effectively and economically, budget practices 
must be revised so as to provide for effective review of functional esti- 
mates and program justifications. This can best be accomplished by 
the adoption of performance budgets which will show (1) the desirable 
magnitude of major programs or “functions in terms of the need, rela- 
tion to other programs, and proportion of total expenditures, ‘all of 
which are matters of policy; and (2) the degree of efficiency and econ- 
omy with which these programs can be executed." 

5. THE FINANCING OF THE UNITED NATIONS AND THE SPECIALIZED 
AGENCIES 

(a) General_—The subcommittee found that the expenses of the 
United Nations and the specialized agencies are financed by annual 
budgets which, in turn, are financed by contributions from member 
gov ernments."®= Each year, the Contributions Committee, a standing 
committee of experts, examines the economic conditions of the mem- 
ber governments, as well as other pertinent factors, and prepares a 
contribution scale based primarily upon capacity to pay. This scale, 
and the recommendations of the Contributions Committee, are then 
examined by the Fifth Committee which reports to the General As- 
sembly with respect to the action and recommendations of the Con- 
tributions Committee. The scale, after adoption by the General As- 
sembly, is then applied to the budget for the forthcoming financial 
year and member governments pay their respective shares accord- 
ingly. 

‘The subcommittee found that during the financial year 1950, assess- 
ments on member governments ranged from 0.04 percent for small 
countries such as Costa Rica, Haiti, Honduras, Iceland, Liberia, 
Nicaragua, Paraguay, and Yemen, to 39.79 percent for the United 
States.''® France and China were each assessed 6 percent; the United 
Kingdom, 11.37 percent; and Canada, 3.20 percent. Soviet Russia 
was assessed 6.34 percent and her four satellites, Byelorussia, Czecho- 
slovakia, Poland, and the Ukraine, were assessed a total of 2.91 per- 
cent, making the combined contribution of the Soviet orbit 9.25 per- 
cent of the assessable expenses of the United Nations.'”’ 

For 1951, the General Assembly adopted a number of changes in 
assessments. Thus, 14 member governments received slight increases 
and 9 received slight decreases. Among those increased were Soviet 
Russia and her satellites—a combined increase of 0.93 percent, bringing 

116 See Budgeting and Accounting, Report of the Commission on Organization of the Executive Branch of the 
Government, H. Doc. No. &4, 81st Cong., Ist sess., p. 8. 

117 Jd,, at p. 12. 

118 Charter of the United Nations, art. 17 (2), ““The expenses of the Organization shall be borne by the Mem- 
bers as apportioned by the General Assembly.”’ Jbid., similar prov isions are contained in the 


of the specialized agencies. See Yearbook of the United Nations, 1944 
18 A table showing the scale of assessments for the apportionment of United Nations expenses for calendar 
year 1950 is found in appendix G 
120 The percentage assessed toeach nation does not necessarily represent the percentage of the total budget. 
There are occasional revenues which are deducted from the budget prior to the assessment of members. 
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their total contribution to United Nations expenditures to 10.09 per- 
cent for 1951. Following a resolution passed during the third session 
of the General Assembly, which adopted, as the ultimate ceiling for 
the assessment of any one member government, 33.33 percent, the 
largest decrease was made in the assessment of the United States. 
Thus, during 1951, this Government will pay 38.92 percent. In this 
connection, it should be noted that the United States originally paid 
39.89 pereent. This pere — was subsequently reduced in 1949 to 
39.79 percent for financial year 1950. It thus appears that although 
progress is slow, the United aalaue is keeping faith with the United 
States in working toward an ultimate ceiling of 33.33 percent.!” 

Since the manner in which costs are apportioned and contributions 
scales are determined has been described at length in a previous 
report of the Committee on Expenditures in the Executive Depart- 
ments, prepared by this subcommittee, no further detail is deemed 
necessary at this time.’ However, certain related matters are con- 
sidered worthy of further discussion. 

In considering the general problem of financing the operations of 
the United Nations system, the subcommittee found that the primary 
tests which the organizations comprising the system must meet con- 
tinuously are adequacy and feasibility. Thus, the budgets must be 
adequate in the sense that they provide resources sufficient to enable 
the carrying out of those activities which are essential to the successful 
accomplishment of the purposes set forth in their respective charters. 
They must be feasible in the sense that the total amounts of money 
required must be kept within the limits that can be borne by member 
nations. If it becomes too expensive for member nations to partici- 
pate, the United Nations will become, in the words of Senator Arthur 
H. Vandenberg, “a rich man’s club,” and the important factor of 
universality of membership will be lost. When one considers that 
the successful attainment by the United Nations of its objectives 
depends very largely upon universal acceptance of these objectives and 
participation in the work necessary to achieve them by the greatest 
number of nations in the world, this becomes an important considera- 
tion. 

(6) The impact upon member governments.—In view of the obvious 
a of maintaining the expenditures of the United Nations at 

1 level which will enable the most universal participation by the 
calla of the world, it would appear that definite and stringent steps 
would be taken within the organizations to maintain their costs at 
the lowest level consistent with effective operation. Unfortunately, 
such is not the case. Projects and programs continue to multiply 
with a consequent increase in costs, and the United Nations continues 
to conduct itself in a manner similar to national governments in the 
sense that emphasis appears to be placed primarily upon programs 
without sufficient consideration for budgetary limitations. As a result 
the financial burden upon member governments has continued to 
grow until the matter has become one of serious concern to many of 
them. 


121 A table showing the scale of assessments for the apportionment of United Nations expenses for calendar 


year 1951 is found in appe ndix H. See also Resolution Adopted by the General Assembly at its 824th Plenary 
Meeting on December 14, 1950, UN Doe. A/1735, 15 December 1950 

122 See United States Relations With International Organizitions: 1V. United States Parti pation in In 
national Organizations During the Fiscal Year Ending June 30, 1649, S. Rept. No. 1274, Sist Cong., 2d sess 


pp. 4-15, 
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It has already been shown that with respect to the United Nations 
the Secretary General is aware of this situation and is powerless to 
take any remedial action. The Advisory Committee on Adminis- 
trative and Budgetary Questions has sounded a warning with respect 
to the matter and the records of the Fifth Committee are replete 
with complaints and warnings that if membership continues to grow 
more expensive, certain nations would have to withdraw. Referring 
to this situation, in connection with the 1949 budget estimates, the 
Advisory Committee stated: * 


* %* * Jn the interests of the United Nations and all its related family of 
specialized agencies, the Advisory Committee would urge that every endeavor 
should be made to stabilize expenditure at a level commensurate with the ability 
of Members to pay and to participate at the proper levels in the decisions and the 
execution of the decisions of the international organizations. The Committee 
recommends that the Members themselves take stock of the pace of international 
activity so as to achieve the necessary measure of stability in the fields covered 
thus far. 

There are * * * indications that the costs of permanent national dele- 
gations and delegations to international conferences are rising. Most of these 
costs are incurred in hard-currency countries and the Committee is aware that 
the financial burden is causing growing concern. * * * 


In reporting to the General Assembly with respect to the 1950 
budget estimates of the United Nations, the Fifth Committee ob- 
served: 


Concern was expressed by many delegations lest the rapidly mounting expendi- 
tures imposed upon the organization should seriously endanger its financial 
stability and its capacity to carry out effectively the essential taks for which it 
was created. It was the sense of the Committee that Member Governments 
* %* * had a special responsibility to insure that the activities and programs 
of the Organization * * * were kept within manageable proportions having 
regard to the resources available and the necessity of using those resources with 
economy and prudence.'™4 


Taking note of this situation in its report to the General Assembly 
on the 1950 budget estimates, the Fifth Committee stated: 


Virtually all representatives participating in the debate emphasized the many 
demands which were being made on the limited resources of their Governments 
and the fact that current financial difficulties resulting from the grave dollar 
shortage made it imperative that the activities of the Organization should be 
carried out with a maximum of economy and efficiency. * * * 15 


Finally, in its report to the General Assembly on the 1951 budget 
estimates, the Fifth Committee stated: 


* * ~ 


the trend of discussions indicated the concern with which the majority 
of those participating reviewed the increasing cost of international administration 
as reflected in the budgets of the United Nations and its affiliated agencies over 
recent years. This concern, it was suggested, could best be allayed and excessive 
inflation of costs arrested by the establishment of standards of administrative 
efficiency and economy comparable to those enforced in the most highly developed 
national administrations. Jf costs continued to increase, there would be a grave 
danger that essential activities might be severely limited by lagging contributions. 
Throughout the discussions, therefore, the need was constantly emphasized for insuring 
that available resources are used to the best possible advantage and not dissipated 
among activities of limited importance and remote value. 


13 United Nations, Advisory Committee on Administrative and Budgetary Questions, Second Report 
of 1948 to the General Assembly, Official Records of the Third Session, Supplement No. 7A, UN Doc. A/598, 
August 1948, pars. 1 and 2 

14 United Nations, Genera] Assembly, Report of the Fifth Committee on the Fourth Annual Budget and 
Working Capital Fund of the United Nations, UN Doc. A/798, 10 December 1948 

125 Jbid., Report of the Fifth Committee on the Budget Estimates for the Financial Year 1950, op. cit., supra, 
note 73, par. 12. 

126 Thid., Report of the Fifth Committee on the Budget Estimates for the Financial Year 1951, op. cit., supra, 
note 74, par. 7. [Italics supplied.] 





of 
or 


he 
ee 
1a] 
ed 


le- 
se 
iat 


50 
b- 


di- 
ial 

it 
its 
ms 
ng 
ith 


ly 


ny 
nts 
lar 

be 


ret 


ity 
on 
yer 
ive 
ive 
ed 
ave 
ns. 
ing 
ted 


port 
598, 
and 
pra, 


pra, 


RELATIONS WITH INTERNATIONAL ORGANIZATIONS 29 


It will be noted that frequent reference has been made in these 
reports to the dollar shortage. This refers to the fact that contribu- 
tions to the United Nations and most of the specialized agencies are 
payable in United States dollars which many member nations are 
finding increasingly difficult to obtain and to use for these purposes. 
In an effort to assist the member nations in meeting this problem, the 
General Assembly, during its fourth session, enacted a resolution 
requesting “the Secretary General and the heads of the specialized 
agencies * * * to study methods for maximum utilization of 
soft currencies for the financing of expenditures.” !” The subcommittee 
learned that the Secretary General has been able to arrange for the 
use of some soft currencies, particularly in connection with legen yr 
and in the purchase of furnishings, fixtures, and equipment for the per- 
manent headquarters. Thus, for 1950, the Secretary Gene ad invited 
the payment of assessments in currencies other than United States 
dollars up to 22 percent of its budget, of which 15 percent was in Swiss 
francs and 7 percent in 10 other currencies. 

It appears to the subcommittee that considerable relief might be 
afforded to member nations having difficulty in meeting contributions 
in United States dollars, if the United Nations and the specialized 
agencies would arrange for the use of soft currencies on a far greater 
greater scale. It seems that with branch offices in many parts of the 
world, such items as salaries, printing, other procurement, and travel 
could certainly be paid for in soft currencies. 

(c) Collection of contributions.—The subcommittee found that in the 
United Nations the collection of contributions has been very good. 
Thus, as of November 15, 1950, there were no arrears mi any pe ‘riod 
prior to 1949. For 1949, there was a balance due of $1,2: 51,121.60, 
the bulk of which was owed by China. For 1950, there was a balance 
due of $6,322,577.60 on total assessments of $34,197,085, on Novem- 
ber 15, 1950." During the latter part of December, however, an addi- 
tional $2,531,152.65 was paid, leaving an unpaid balance for the calen- 
dar year 1950 of approximately $3,791,461.95, the major portion of 
which is owed by China.” 

In the specialized agencies, however, collection of contributions has 
been so poor, particularly during the past year, that serious concern 
has been expressed by the United Nations over this situation. The 
subcommittee examined the position of the collection of contributions 
with respect to six specialized agencies, as of August 31, 1950, the 
latest date at which reliable information was available.’ In every 
case, more than 80 percent of the total assessment prior to 1950 had 
been paid. During 1950, however, contributions have lagged very 
seriously. Thus, as of August 31, 1950, of the total assessments levied 
upon member nations, the Food and Agriculture Organization had 
received 58.48 percent; the International Labor Organizations had 
collected 55.40 percent; the International Civil Aviation Organization 


1 United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, 1949, resolution 
311-A (IV). 


85 A table of contributions to the wt ‘ts of the United Nations for the financial years 1949 and 1950 as of 
November 15, 1950, is found in appendix L. 
129 See United Nations, Press Raton ise, ORG/172, December 27, 1950 
0 A summary statement showing the position of collection of contributions to the specialized agencies as 
of August 21, 1950, is found in appendix J. 
79729—51——-3 
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had collected 63.92 percent; the United Nations Educational, Scientific, 
and Cultural Organization had collected 34.58 percent; and the W orld 
Health Organization had collected only 31.19 percent. 

In its report on the administrative budgets of the specialized agencies 
for 1951, the Advisory Committee on Administrative and Budge tary 
Questions, taking note of this situation, observed: 

A * * * problem to which the Advisory Committee directs attention 
concerns the collection of contributions, which appears to be causing serious 
financial difficulties in most of the specialized agencies. Default or delay in the 
payment of contributions assessed against states members of the specialized 
agencies may * * * hamper the execution of the programs approved in the 
budgets. * * * #1 

In an attempt to meet this situation, the General Assembly, during 
its fourth session, enacted a resolution drawing ‘‘the attention of 
member states of the United Nations and the specialized agencies to 
the necessity for prompt payment of contributions to assure the ade- 
quate financing of budgets approved by them.’ This resolution 
was reenacted by the fifth session of the General Assembly after it 
became apparent that conditions with respect to the collection of 
contributions by the specialized agencies had deteriorated.’ 

The subcommittee found that one of the reasons for the financial 
difficulties in which a number of the specialized agencies now find 
themselves is that they have adopted an unrealistic method of levying 
assessments. Scales of contributions, in many instances, include 
states which have not joined, or had given notice of withdrawal, 
from the organization, as well as states which for other reasons are 
in arrears or have defaulted in payment of their obligations. It is 
thus inevitable that the actual incomes of these organizations, neces- 
sary to meet their budgets, are less than the amounts counted on. In 
an effort to meet this situation, the General Assembly, during its 
fourth session, passed a resolution recommending 
to each specialized agency that it keep its expenditure each year from its regular 
budget within the amount of funds reasonably expected to be received in respect 
of that year, and that the program of expenditure be reviewed periodically during 
the year so that, if necessary, it can be adjusted to keep it, as far as possible, within 
the limits of the anticipated annual receipts.'4 

It may well be that if the expenditures of the agencies were based 
upon receipts which actually can be anticipated, rather than upon the 
amounts needed to meet their budgets, this will discourage defaulters 
from paying their arrears and meeting their current obligations. In 
addition, administrative difficulties may arise out of the fact that it 
will be necessary for these agencies to prepare two budgets, one based 
on the income allowed for the agency and the other on the income it 
was likely to receive. Such arguments were advanced by both the 





1 United N itions, General Assembly, Sixth Report of 1950 of the Advisory Committee on Administrative 
an Budgetary Questions on the Administrative Budgets of the Specialized Agencies for 1951, UN Doc. A/1441, 
16 October 195 0, par. 12 

2 United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, 1949, Resolution 
311-A (IV). 

United Nations, General Assembly, Resolution adopted by the General Assembly at its 814th plenary 
meeting on 1 December 1950, Administrative Budgets of the Specialized Agencies, UN Doc, A/1587, 2 December 
1050 

‘ United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, 1949, Resolution 
311-C (IV). WHOand UNESCO have recently taken steps to provide for a plan of expenditures at a level 
lower than their approved budgets, 
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Secretary General of the United Nations and the Advisory Committee 
on Administrative and Budgetary Questions.’ 

In the opinion of the subcommittee, a realistic attitude is in order. 
There appears to be no good reason for any international organization, 
which is dependent entirely upon contributions of member nations, 
to undertake programs and projects which it knows it will be unable 
to finance. The answer would appear to lie in the adoption of strin- 
gent and prudent policies by these organizations, which would permit 
only those projects to be undertaken for waten funds can actually 
be anticipated and to suspend from voting and other privileges defs wult- 
ing member governments. The subcommittee learned that the latter 
action has already been taken by the International Civil Aviation 
Organization which suspended the voting powers of six of its mem- 
bers which had failed to discharge their financial responsibilities.’ 

(1) The working capital fund.—The subcommittee found that both 
the United Nations and the specialized agencies have set up working 

‘apital funds, established initially by advances from member govern- 
ments and standing to the credit of these governments. The primary 
purpose of the working capital fund is to provide money needed to 
meet ordinary expenditures, pending the receipt of contributions from 
members. It also serves, in the case of the United Nations and some 
of the agencies, as a source of funds to meet unforeseen and extra- 
ordinary expenses which could not be anticipated in the regular 
budgets. This use, however, is subject to certain limitations, and 
withdrawals for these purposes, which cannot be absorbed in the 
regular budgets, are replenished by subsequent supplemental appro- 
priations, in the case of the United Nations. 

The subcommittee learned that, in the case of the United Nations, 
too frequent a use of this fund has, on occasion, been made for purposes 
which could clearly have been anticipated and for which funds should 
have been provided in the budget itself. Such practice presents two 
serious difficulties: (1) It deprives the General Assembly of an oppor- 
tunity to exercise its judgment on whether funds should be appropri- 
ated for a particular purpose, since it is presented with an accomplished 
fact, the funds having already been committed or expended. Thus, 
when the Secretary General offers a supplementary estimate to reim- 
burse the fund, in accordance with established financial regulations, 
the General Assembly is practically committed to appropriating 
supplemental funds for this purpose; and (2) when considerable 
amounts of the working capital fund are used for these purposes, 
there is danger that no funds will be available when they are needed 
for their primary purpose, the financing of the organization, pending 
the receipt of contributions. 

Accordingly, the subcommittee recommends that procedures under 
which this fund can be used for unforeseen and extraordinary purposes 
be tightened up and limited to political matters which clearly « ‘annot 
be foreseen. Resort to the fund for economic and social matters 

8 United Nations, General Assembly, Report of the Secretary General on Administrative and Budgetary 
Coordination Between the United Nations and the Specialized Agencies, UN Doc. A/1352, 7 September 1950, 


par. 6; ibid., Sixth Report of the Advisory Committee on Administrative and Budgetary Questions, op. cit., supra, 
note 130, par. 13 

1386 United Nations, General Assembly, Summary Record of the 48th Meeting of the Joint Second and Third 
Committee and the 253d Meeting of the Fifth Committee, UN Doc. A/C. 2 and 3/SR. 48, A/C. 5/SR. 253, 23 
October 1950, par. 9, 
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should be permitted only on rare occasions where the situation is so 
emergent as to make immediate action absolutely necessary. 


6. EXTERNAL AUDIT AND INTERNAL FISCAL CONTROL 


(a) General.—The subcommittee found that the United Nations 
and the specialized agencies have adopted procedures which provide 
for an external audit by public accountants of international reputation 
who are entirely independent of these organizations and who operate 
in a manner similar to auditors who examine the books of private 
business concerns. 

(6) The United Nations.—In the United Nations, provision is made 
for an annual external audit of its books, including the accounts of the 
International Court of Justice and the International Children’s 
Emergency Fund, by a board of external auditors appointed by 
the General Assembly. Each of the auditors is required to be the 
Auditor General (or officer holding equivalent title) of a member 
government. The Board of Auditors is authorized to engage com- 
mercial public accountants to assist them, or it may use the services 
of auditors from the civil service of member states. At present, the 
Auditors General of Canada, Colombia, and Denmark constitute the 
Board. 

The Board of Auditors is required to submit its report and the 
certified accounts to the General Assembly to be available to the 
Advisory Committee on Administrative and Budgetary Questions not 
later than June 1 following the end of the financial year to which the 
accounts relate. They are instructed to satisfy themselves that (1) 
the accounts and balance sheet represent a correct record of duly au- 
thorized financial transactions; (2) that the money has been expended 
or obligated only for purposes for which proper appropriations have 
been voted by the General Assembly; (3) that transfers from the 
working capital fund have received the necessary authority; and (4) 
that vouchers have been properly examined and certified by the 
accounting organization of the United Nations. It is required that 
the auditors be afforded free access at all times to the United Nations 
books of account and to other relevant information. Finally, they 
are required to certify that the accounts have been examined; that 
they have obtained all of the information they require; and that, as 
a result of the audit, in their opinion, the account is correct. 

Although the auditors are not encouraged to criticize purely admin- 
istrative matters, it is within their discretion to comment on financial 
consequences of administrative action, and the subcommittee found 
that they have not hesitated to do so. They do not have the power to 
disallow items in the accounts, but they can make such recommenda- 
tions as they see fit to the Secretary General and the General As- 
sembly. The report of the Board of Auditors is reviewed in detail 
by the Advisory Committee on Administrative and Budgetary 
Questions and is then transmitted to the Fifth Committee, which 
examines it and makes its recommendations with respect thereto to 
the General Assembly. 

In addition to the external audit, the United Nations appears to 
maintain a detailed and thorough system of internal control of finance, 
similar to that used by the United States Government. The cus- 
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tomary procedures of appropriation, allotment, encumbrance, and 
certification are employed so as to insure that every expenditure is 
properly authorized; that funds are on hand for payment, and that 
the expenditure of budgeted amounts will be properly spread over the 
entire budgetary year. 

(c) The specialized agencies.—The subcommittee found that each 
of the specialized agencies determines for itself the nature of its 
external audit and internal fiscal controls. Although systems used 
appear to differ, for the most part, financial regulations of the agencies 
provide for an adequate independent audit by well-known accounting 
firms. Recently, a number of agencies have adopted the audit prin- 
ciples and procedures followed by the United Nations, and arrange- 
ments have been made for a joint audit of the books and accounts of 
the United Nations and those specialized agencies which participate. 

In a number of instances, reorganizations of the budget and finance 
bureaus of some of the agencies have resulted from recommendations 
made by the external auditor. Thus, the subcommittee found that 
in 1947, the Budget and Finance Branch of the Food and Agriculture 
Organization was reorganized and provision was made for an internal 
auditor, based upon recommendations made by the external auditor. 
During the early years of the United Nations Educational, Scientific, 
and Cultural Organization, fiscal practices were very loose. As a 
result, the Organization suffered a loss of some $7,000 through the 
misappropriations of a dishonest cashier. The offender was tried and 
sentenced to a prison term, and the accounting practices and pro- 
cedures of the Organization were completely overhauled in an effort 
to insure against the recurrence of such losses. 


7. CONCLUSIONS WITH RESPECT TO BUDGETARY AND FINANCIAL PRO- 
CEDURES AND PROBLEMS 


The subcommittee concluded that, while certain phases of the 
budgetary and financial procedures of the United Nations are ade- 
quate, there are basic deficiencies which seriously weaken the entire 
financial structure. These weaknesses appear to arise primarily out 
of the fact that the Secretary General has no real authority with 
respect to the formulation of the budget, the elimination of projects 
and programs undertaken, or the assignment of priorities to these 
programs and projects. In addition, the fact that projects and 
programs may be approved and undertaken by bodies other than the 
General Assembly, although the General Assembly is the only organ 
having power to appropriate the funds necessary to support these 
projects, serves further to impede the effective operation of the 
United Nations. 

Since neither the Secretary General, the Advisory Committee on 
Administrative and Budgetary Questions nor the Fifth Committee 
have any authority to delete projects or even assign priorities to them, 
real control over the budget is practically impossible. This is 
further complicated by the fact that the United Nations uses an 
objects of expenditure budget rather than a performance budget, 
making it difficult, if not impossible, for the member governments 
adequately to appraise the value, productivity, and urgency of 
particular projects in relation to the over-all task of the Organization. 
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The General Assembly, which is the only body having the necessary 
authority, is neither equipped nor able, in the limited time at its dis- 
posal, to handle these matters. 

Accordingly, the subcommittee is of the opinion that machinery is 
urgently needed which will afford some measure of real control over the 
budget process. Equally important is the adoption by the agencies of 
the United Nations system of a performance budget which would 
enable member nations to determine the desirable magnitude of major 
programs and functions in terms of the need, relation to other pro- 
grams and proportion of total expenditures, as well as the degree of 
efficiency and economy with which these programs can be executed. 

Finally, it appears that a stabilization of the budgets of the United 
Nations and the specialized agencies is of extreme importance if the 
concept of universality of membership and participation is to be 
maintained. The impact upon the financial resources of the member 
governments, from contributing to the United Nations system, 
attending thousands of meetings all over the world and maintaining 
permanent missions, has caused many of these governments serious 
concern, particularly in view of the fact that so large a proportion of 
these obligations are payable in hard currency. If member nations 
are unable to make the required contributions to the organizations 
concerned—and that is now happening in the case of a number of 
specialized agencies—the United Nations system will not be able to 
continue to perform its functions, particularly in the economic and 
social fields where much has been and is being accomplished. 


D. Procrams, Prosyects, AND PRIORITIES 


1. GENERAL 

Because the programs and projects undertaken by the United 
Nations and the specialized agencies bear a direct relationship to the 
budgetary, financial, and administrative problems here under con- 
sideration, the subcommittee deemed it necessary to devote consider- 
able time to this subject. Emphasis has been placed primarily upon 
the number of projects, their relative cost and urgency, and their 
relationship to the over-all objectives of the United Nations system. 
In this connection, attention has also been given to the necessity for 
the establishment of a system of priorities with respect to programs 
and projects. 


2. PROGRAMS AND PROJECTS 


(a) Number and classification—The subcommittee found that 
during 1949 the United Nations and the specialized agencies undertook 
a combined total of 739 economic and social projects. During 1950, 
723 such projects were under way.” The types of projects unde ertaken 
appear to fall into three categories: (1) technical, operational, or service 
activities, such as the technical om of the International Civil 
Aviation ‘Organization, the financial operations of the International 
Bank and the International Monetary Fund, service operations of the 
United Nations International Children’s Emergency Fund and the 
International Refugee Organization and the organization of special 


187 United Nations, Catalogue of Economic and Social Projects, 1950, op. cit., supra, note 91, p. 11 
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conferences; (2) studies, surveys, and investigations, primarily of a 
research character, the principal product of which is a report or other 
documents; and (3) activities which combine aspects of both (1) 
and (2). 

The subcommittee found that the United Nations and the specialized 
agencies are engaged in such a variety of economic and social activities 
as to make any accurate and adequate classification a virtual impossi- 
bility. Substantiation for this conclusion is found in the following 
statement by the Secretary General in the introduction to the U nited 
Nations Catalogue of Economic and Social Projects: 


It is impossible to devise a list of categories for the classification of so vast an array 
of activities which will be entirely satisfactory * * *,188 


For want of a more adequate classification, the subcommittee used 
the United Nations own classific ation which divides the projects into 
three major categories: Economic questions, social questions, and 
general questions. Under economic questions, there are 8 ge neral 
fields involving a total of 669 projects; economic surveys, involving 2 
United Nations de ‘partments and 4 United Nations divisions, ha valle 
9 projects; economic stability and employment, involving 4 United 
Nations departments, 7 U nited Nations divisions, and 3 specialized 
agencies, handling 59 sonar ts; economic development and reconstruc- 
tion, involving 4 United Nations departments, 11 United Nations 
divisions, and 6 specialized agencies, handling 146 projects; industry 
and raw materials, involving 4 United Nations departments, 8 United 
Nations divisions, and 6 specialized agencies, handling 79 projects; food 
and agriculture, involving 3 United Nations departments, 9 United 
Nations divisions, and 6 specialized agencies, handling 91 projects; 
international trade and finance, involving : 3 United Nations depart- 
ments, 10 United Nations divisions, and 7 specialized agencies, 
handling 99 projects; fiscal and public finance, involving 3 U nited 
Nations. departments, 8 United Nations divisions, and 3 specialized 
agencies, handling 32 projects; and transport and communications, 
involving 4 United Nations de partments, 9 United Nations divisions, 
and 6 specialized agencies, handling 154 projects.’” 

The subcommittee found that under social questions there are 8 gen- 
eral fields, involving a total of 641 projects: Human rights, involving 
United Nations departments, 5 United Nations divisions, and 
specialized agencies, handling 53 projects; educational, scientific, and 
cultural activities, involving 4 United Nations departments, 9 United 
Nations divisions, and 6 specialized agencies, handling 174 projects; 
health (including nutrition), involving 6 United Nations departments, 
9 United Nations divisions, and 6 specialized agencies, handling 116 
projects; social security (including unemployment, old-age, disability 
and sickness insurance), involving 2 United Nations departments, 3 
United Nations divisions, and 3 specialized agencies, handling 42 
projects; social welfare (including rural welfare and standards of 
living), involving 5 United Nations departments, 7 United Nations 
divisions, and 5 specialized agencies, hs indling 125 projects; narcotics, 
involving 1 United Nations department, 2 > United Nations ceaaus, 
and 2 specialized agencies, involving 21 projects; prevention of crime, 
1388 Jd.,atp. XII. A tabular breakdown of the classification of projects undertaken by the United Nations 


and the specialized agencies is found in appendix K. 
139 Jd., at pp. 430-422, 
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involving 3 United Nations departments, 6 United Nations divisions, 
and 2 specialized agencies, handling 50 projects; and relief and 
refugees, involving 5 United Nations departments, 5 United Nations 
divisions, and 4 specialized agencies, handling 60 projects.’ 

Under general questions, there are 11 general fields, involving a total 
of 588 projects: statistics, involving 4 United Nations departments, 10 
United Nations divisions, and 9 specialized agencies, handling 101 
projects; industrial relations (including labor legislation and condi- 
tions of work), involving 3 United Nations departments, 6 United 
Nations divisions, and 2 specialized agencies, handling 83 projects; 
wages and other forms of remuneration, involving 3 United Nations 
departments, 4 United Nations divisions, and 1 specialized agency, 
handling 30 projects; population (including migration), involving 4 
United Nations departments, 6 United Nations divisions, and 4 spe- 
cialized agencies, handling 55 projects; manpower, involving 3 United 
Nations departments, 6 United Nations divisions, and 3 specialized 
agencies, handling 52 projects; housing and town and country plan- 
ning, involving 3 United Nations departme nts, 4 United Nations divi- 
sions, and 3 “specialized ¢ agencies, handling 35 projects; technical 
assistance, involving 5 United Nations departments, 13 United 
Nations divisions, and 7 specialized agencies, handling 148 projects; 
legal questions (excluding labor legislation and narcotics control), 
involving 3 United Nations departments, 8 United Nations divisions, 
and 6 specialized agencies, handling 75 projects; and three additional 
fields—coordination, implementation, and relations with nongovern- 
mental organizations—involving a combined total of 5 United Nations 
departments and 1 specialized agency, handling 9 projects." 

It will be noted that, if the analysis given above is computed with 
respect to the number of projects undertaken during 1950, the com- 
bined total amounts to 1,898. On the other hand, according to the 
United Nations, 723 projects were undertaken during this period. 
The official explanation for this apparent discrepancy is : that many of 
the projects and subject headings are closely interrelated, and it is 
often difficult to draw a line between them; since many of the activities 
or projects touch upon more than one field, the same project frequently 
has been listed under several subject headings; thus, although 723 
projects have really been undertaken, for classification purposes, 
separate listings have been made in a considerable number of in- 
stances.'* 

(6) Nature of projects—The subcommittee is neither equipped nor 
inclined to enter into a detailed analysis of the 723 economic and 
social projects undertaken by the United Nations and the specialized 
agencies during 1950. Nor is it in a position to assess the relative 
value or urgency of these projects. A large number of titles were 
examined, however, and it is believed worth while to cite a few as 
illustrative of the nature of these undertakings: 

Comparison of the Costs of Construction of Power Plants; Building 
Industry; Promotion of Tourist Travel; The Effect of the Chewing of the 
Coca Leaf; French Iron and Steel Industry; ‘Problems of Agricultural 
Credit in South America; Technical Conference on Flood ¢ ‘ontrol; Immi- 


40 Jd., at pp. 422-439. 
Ml Jd., at pp. 430-456, 
42 Jd., at p. xiii. 
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gration to Latin America; Methods of Social Welfare Administration; 
Development of National Fisheries Programs; United States Market for 
Uruguayan Wool: Popular: zation of Science; Application of Penal Law 
to Women; Study of the Legal Status and Treatment of Women; Influ- 
encing Public Opinion to Improve the Status of Women: Edu cation al 
Opportunities for Women; Taxation of Company Profits and Dividends; 
Promotion and Study of ‘Coal Production: Comparison of the Costs of 
Transmission of Electric Power and Coal Transport; a Comparative 
Study of ¢ ‘ivilizations; Translations of Great Books; Public Assistance to 
the Needy; Rural Social Centers; Assistance to Indigent Aliens; and 
Economie and Social Aspects of the Production and L’se of Chemical 
Fertilizers. 

Based upon the foregoing sampling, it appears that a considerable 
number of projects are academic rather than practical, and might have 
been left more properly to national governments, research agencies 
or to nongovernme ntal international orgarizations. 

(c) Action by the United Nations with re spect to proye cts.—The sub- 
committee found that some of the organs of the United Nations have 
become seriously concerned with respect to the number and range of 
the projects. Thus, as early as 1947, the Advisory Committee stated, 
in reporting to the General Assembly on the 1948 budget: 


The Committee believes that the schedule of meetings and the range of projects 
is now so extensive that there is a serious risk that in terms of achievement a law 
of diminishing returns may operate. * * * it does suggest strongly that it is 
possible to dissipate energies too widely. * * * the work of the United 
Nations could be improved in quality and effectiveness if it was consciously 
concentrated on the more urgent problems which confront the nations of the 
world. * * * it seems difficult to avoid the observation that some of the studies 
requested by commissions are academic rather than urgent or practical.“ 


Subsequently, the General Assembly, at its second session, adopted a 
resolution requesting the Economic and Social Council— 
to promote the most efficient and practical use of the resources of the United 
Nations and the specialized agencies by recommendation concerning the defini- 
tion of responsibility for specific projects and concerning priorities for 
aa * - = 

In 1948, the Advisory Committee again sounded a warning with 
respect to the large number of projects being undertake ‘n, many of 
which were of doubtful urgency, recommending that “the members 
themselves take stock of the pace of international activities so as to 
achieve the necessary measure of stability in the fields covered 
thus far.’’ 

In reporting to the General Assembly with respect to the 1949 
budget, the Fifth Committee stated: 

It was the sense of the Committee that Member Governments * * * had 
a special responsibility to ensure that the activities and programs of the Organiza- 
‘ion during the coming year were kept within manageable proportions having 
regard to the resources available and the necessity of using those resources with 
economy and prudence.!*® 

In its report on the budgets of the specialized agencies for 1950, the 
Advisory Committee on Administrative and Budgetary Questions 

8 See supra, note 58, par. 25. [Italics supplied.] 

44 Resolution 125 (II), United Nations, General Assembly, Official Records of the Second Session, op. cit 
supra, note 48. 


5 See supra, note 59, par. 2 
146 See loc. cit., supra, note 124, par. 35. 








38 RELATIONS WITH INTERNATIONAL ORGANIZATIONS 


again expressed concern over the multiplicity and proliferation of 
projects and recommended to the General Assembly that— 


Each specialized agency and the United Nations are urged to give continuing 
attention to the relative urgency and productiveness of each of their projects, with 
a view to obtaining the best results from the expenditure for the administrative 
budgets of the United Nations, ILO, UNESCO, FAO, ICAO, WHO, IRO, ITU, 
and UPU.'" 


In its final report on the United Natior’s budget for 1950, the Fifth 
Committee observed: 


Frequent references were made to the multiplication of United Nations activi- 
ties and the danger of attempting to deal with too many problems too 
quickly. * * * it was also argued that if the United Nations limited itself 
to handling only essential and urgent problems which it alone was able to deal 
with, and if it slackened the tempo of its activities, questions of the highest 
priority and importance would then be more carefully and thoroughly prepared 
and considered by all concerned, and the Organization would then be made a 
more effective instrument of international collaboration than is the 


case at 
present. 


At the close of its fourth session, in an attempt to meet the prob- 
lem effectively, the General Assembly passed a resolution stating: 


Considering that the proliferation of activities and the multiplicity of projects 
and programs may impair the effectiveness of the United Nations and the spe- 
cialized agencies, impeding the necessary concentration on projects and pro- 
grams of primary importance; 

Considering, further, that the resulting excessive number of sessions and meet- 
ings, as well as the creation of subsidiary organs, is placing a severe burden on the 
technical and personnel resources of Member States, rendering difficult an ade- 
quate participation and representation of their Governments in international 
work. 

Noting with concern that the majority of Member States are encountering in- 
creasing difficulties in meeting the contributions and other indirect expenses in- 
cidental to their membership in the various international organizations; 

Bearing in mind that the coordination of the increasing activities of the inter- 
national organizations already constitutes a very complex problem, which would 
be further aggravated by a too rapid growth of those activities; 

Considering the desirability of concentrating the limited technical, administra- 
tive, and financial resources of Member States for the effective implementation of 
projects already approved or under consideration, which cover a wide variety of 
fields, and of limiting new initiatives, insofar as possible, to those which are of an 
urgent nature or deemed necessary to achieve the objectives of plans already 
initiated: 

Resolves the refore 

1. To urge Member States to refrain from initiating new projects other than 
those which are urgently required and which can be effectively carried out; 
+ ee 

* * * * * * * 

4. To request the Secretary General to supplement the Catalogue of Economic 
and Social Projects with such information on costs and duration of projects de- 
scribed therein as may be available.'” 


In its report on the 1951 budget, the Advisory Committee on Ad- 
ministrative and Budgetary Questions again stressed the need for 
retrenchment, as follows: 

* %* * it is observed that for the substantive departments generally, and 
for the Departments of Economie Affairs, and of Social Affairs particularly, 
including the regional economic commissions, the description given of proposed 


47 Sixth Report of the Advisory Committee on Administrative and Budgetary Questions on the Budgets of the 
Specialized Agencies for 1950, op. cit., supra, note 64, p. 21, par. 1. This recommendation was adopted by the 
Fourth Session of the General Assembly in identical language, see op. cif., supra, note 127. 

148 United Nations, General Assembly, Report of the Fifth Committee on Budget Estimates for the Financial 
Year 1950, op. cit., supra, note 74, par. 9. 

149 Resolution 310 (1X), op. cit., supra, note 127, 
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1951 work programs suggests that too much is being attempted too quickly. 
The Committee appreciates the fact that many of the activities to be undertaken 
derive from resolutions passed or requests made by the Councils and their com- 
missions and committees during the past four years. * * * Sooner or later 


* * * adecision must be taken to stabilize at some reasonable level not merely 
in terms of posts and expenditures but more importé intly in terms of work pro- 
grams. This, in turn, makes it imperative continuously to review the status of current 
programs on the basis of an established system of pr torities. The Committee believes 


that this requirement applies with special force in the fields of economi and social 
affairs where, perhaps more than in any other, the number of polentially useful activities 
which the United Nations might undertake is virtually without limit 

The problem is, in the opinion of the Committee, of an important and urgent 
character, the solution of which depends in large measure on the extent to which 
members states themselves are able to pursue consistent and coordinated policies 
in the various governing bodies and councils of the organizations concerned.) 

The series of criticisms, remarks, and resolutions quoted, culmi- 
nated, during the fifth session of the General Assembly, in a resolu- 
tion which recognized that the successful carrying out of the economic 
and social work of the United Nations and the specialized agencies 
was put in jeopardy by undertaking so many projects as i ‘exceed 
the available technical, administrative, and financial resources and 
that these resources should be applied only where they are most needed. 
Accordingly, the Assembly called upon the Economic and Social 
Council and the specialized agencies to indicate, when new projects 
are adopted, which current projects may be deferred, modified, or 
eliminated to insure that the economic and social work of the United 
Nations and the agencies will be carried on most effectively.' At 
the same time, the Asse mblyv adopted another resoluta on urging the 
specialized agencies to intensify their efforts to stabilize their regular 


budgets by the elimination or deferment of less: urgent projects.” 
38. THE NECESSITY FOR PRIORITIES 

During the course of its examination of the operations of the United 
Nations system, the subcommittee was impressed with the fact that 
many of the important administrative and budgetary problems which 
are now the sub} ect of so much comp! laint by member governments, 
bear a direct relationship to the number and type of projects which 
are undertaken. Almost from the beginning, the United Nations 
and the specialized agencies have exhibited a tendency to undertake 
far more than they can ever hope to accomplish, particularly in the 
economic and social fields, and very often without due regard for the 
importance of or the necessity for the work undertaken. Matters 
which should receive immediate attention have often been left undone, 
while funds and personnel are devoted to matters of little or no 
importance. 

The subcommittee found that this tendency to undertake too 
much, without due regard to the relationship between any specific 
project and other projects already under way, appears to result 
primarily from an inclination on the part of me mber governments to 
sponsor or champion pet projects. Most of the me ‘mber states have 
special interests and it is natural for them to attempt to promote 
these interests. 

United Nations, Advisory Committee on Administrative and Budgetary Questions, Second Report of 
1950 to the General Assembly, Official Records: Fifth Session, Supplement No. 7A, U.N. Doe. A/1312, 4 August 
1950, pars. 15-16. [Italics supplied.) 

61 United Nations, General Assembly, Resolution Adopted by the General Assembly at its 814th Plenary 


Meeting on 1 December 1950, U. N. Doe. A/1589, 2 December 1950. 
18 Loc. cit., supra, note 133, 








40 RELATIONS WITH INTERNATIONAL ORGANIZATIONS 


It is unfortunate that when the United Nations was created, no 
machinery was established for the determination of priorities. As 
matters now stand, neither the Secretary-General, the Fifth Com- 
mittee, nor the Advisory Committee have any power to determine 
either the projects to be undertaken or the order in which they are 
to be carried out. The General Assembly, which possesses such au- 
thority, has no effective way, at present, in which it can exercise 
this authority with respect to the United Nations. With respect 
to the projects of the specialized agencies, the General Assembly 
has no authority at all. Thus, the only check on programs and proj- 
ects and the priorities afforded them depends entirely upon the judg- 
ment and discipline of member nations. 


Referring to this situation in a recent report, the Secretary-General 
observed: 
* %* * it must be emphasized that the scope of existing activities of the 
United Nations and the specialized agencies has been wholly determined by 
decisions of conferences of Member governments, and * * * success or 
failure of efforts to avoid “‘proliferation” will likewise ultimately depend upon the 
action taken by intergovernmental organs.'8 

In 1947, the Advisory Committee expressed its concern over this 
situation, stating: 


The Committee is impressed * * * with the need for the establishment of 
machinery to determine priorities. It believes that the United Nations needs 
first to decide the relative urgency of projects within its own wide range of activi- 
ties; and that secondly, an over-all scheme of priorities be evolved to cover both 
the United Nations and the specialized agencies. 

In a 1948 report of the Committee on Expenditures in the Execu- 
tive Department, prepared by this subcommittee, it was stated that 
machinery for establishing priorities was urgently needed and that 
criteria should be deve ‘loped for the guidance of the General Assembly. 
It was suggested that programs which are beyond the financial 
resources of the United Nations and the specialized agencies should 
be avoided; programs of interest to only a few of the member 
nations should be given a low priority; programs of interest to many, 
but not necessarily germane to the objectives of the agency concerned 
should be given a slightly higher priority; and programs of general 
interest and value should be given the top priority.’ 

During its eleventh session, in 1950, responding to a request from 
the General Assembly, the Coordination Committee of the Economic 
and Social Council established criteria for priorities, based upon the 
principle that international action will be justified only in cases where 
the desired results cannot be achieved by unassisted national action 
with some degree of certainty and within a reasonable time; and that 
the proposed action must be technically sound and adopted to its 
purpose. The Council pointed out that no single criterion was 
intended to be absolute, nor would all the criteria necessarily be appli- 
cable to every program or project under consideration. T he tests to 
be applied are (1) urgency, with respect to whether there was a 

183 United pitiane: Economic and Social Council, Report by the Secretary General on Concentration of Effort 
and Resources of the United Nations and Specialized Agencies, Official Records: Eleventh Session, UN Doe. 
E/1683, 10 May 1950, par. 6. 

154 See supra, note 58, par. 27. 


185 United States Pelations with International Organizations, Preliminary Report, S. Rept. No. 1757, 80th 
Cong., 2d sess., pp. 18-19. 


186 ‘ited Nations, Economie and Social Council, Report of the Coordination Committee, UN Doc. E/1810, 
5 August 1950. See also loc. cit., supra, note 149, 
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pressing need for action of the kind proposed; (2) feasibility, with 
respect to whether qualified personnel could be aaa available; local 
conditions are favorable; and the governments concerned would 
participate; (3) scope, with respect to whether the proposed action 
would benefit directly or indirectly a significant number of member 
states and a significant number of people; (4) preparation and coordi- 
nation; and (5) results, with respect to whether the results are likely 
to be significant in relation to the outlay of effort and financial 
resources and are likely to accrue in a reasonable time; whether they 
will be demonstrable; whether the states concerned will be in a position 
to carry on the proposed activities after they have ceased to be under 
international auspices; whether the proposed action will assist and 
stimulate national action so as to insure that the international effort 
expended produces the maximum results at national or regional 
levels; whether the proposed action will assist a significant number 
of member states or those people whose needs for economic and social 
advancement are greatest; and whether the proposed action will 
further s significantly the total effort of the United Nations and the 
specialized agencies for the promotion of the economic and social 
objectives in the Charter." 

During the fifth session of the General Assembly, a resolution was 
adopted approving these criteria and requesting each specialized 
agency to review its 1952 program during 1951, using these criteria 
and requesting the Economic and Social Council to review during 
1951 the 1952 programs of the United Nations and the specialized 
agencies, applying the criteria; the Council was also requested to seek 
the assistance of the Advisory Committee on Administrative and 
Budgetary Questions in this connection, and to report the results of 
this review to the sixth session of the General Assembly.* 

4. CONCLUSIONS WITH RESPECT TO PROGRAMS, PROJECTS, AND 
PRIORITIES 

Based upon its examination of the projects undertaken | yy the 
United Nations and the specialized agencies in the social and economic 
fields, the subcommittee concluded (1) that there are entirely too 
many programs and projects now under way, resulting in a prolifera- 
tion of projects, meetings and conferences and a dispersion and dis- 
sipation of effort and resources; (2) that many of these projects are 
academic rather than practical, are of doubtful value, urgency and 
productivity, and duplicate other projects, in whole or in part; 
(3) that many of them should more properly and more profitably be 
left to national governments, research agencies or to non-government al 
international organizations; and (4) that before new projects ar 
undertaken, great care must be exercised to ascertain whether they 
will substantially benefit an appreciable segment of the people of the 
world and will further the objectives of the United Nations Charter. 

The subcommitee is of the opinion that the criteria established by. 
the Economic and Social Council are entirely satisfactory. However’ 
no machinery has been set up to enforce these criteria and their appli- 
cation is again left to the discipline and restraint of member nations in 
the respective political organs of the various agencies. Accordingly, 


187 Thid, 
88 Loc, cit., supra, note 151. 
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the subcommittee recommends that immediate action be taken by 
the United Nations to establish machinery for the implementation 
and enforcement of these criteria, with respect to its own programs and 
projects. Although it would require amendment of the constitutions 
of the specialized agencies to empower the United Nations to enforce 
criteria with respect to their projects, such action should ultimately 
be taken, if coordinated work programs are to be undertaken and the 
limited resources available to the United Nations system are to be 
used for the greatest good of the greatest number. Finally, if the 
United Nations and the specialized | agencies were to establish a con- 
solidated budget, which would be of a performance or project type, 
as recommended by the subcommittee, many of the problems just 
described might well be overcome, resulting i in substantially greater 
efficiency, economy and achievement. 


EK. Personne Pouicies AND PRocEDURES 
1. GENERAL 

The subcommittee devoted its major effort to the personnel policies 
and procedures of the United Nations, where the Secretariat is sub- 
stantially greater in number than those of the specialized agencies and 
the problems are consequently greater. It should be note d, however, 
that prior to January 1, 1951, “when a reorganization of the salary, 
allowance and leave system of the United Nations became effective, 
procedures and policies followed by the United Nations were similar 
in most instances, to those of the specialized agencies. 

The subcommittee found that during 1950, the United Nations and 
10 specialized agencies employed a combined total of approximately 
9,790 persons, in New York, Geneva, and other places throughout the 
world.’ Of this number, 3,994 were employed by the United Nations 
and 5,798 were employed by the 10 specialized agencies. With respect 
to the specialized agencies, a breakdown of these figures reveals that 
the distribution was as follows: UNESCO, 785; ILO, 550; FAO, 660; 
ICAO, 425; WHO, 614; IRO, 1,805; UPU, 18; ITU, 86; the Inter- 
national Bank, 400: and the International Monetary Fund, 455.'°° 

A review of the relationship between staff costs and the total 
expenditures of the United Nations between 1947 through and 
including 1950, revealed that during 1947, of a total expenditure of 

$27,901,969, approximately $18,699,499 was devoted to staff costs; 

during 1948, of a total expenditure of $38,387,531, approximately 
$21,775,861 went to staff costs; during 1949, of a total expenditure of 
$42,575,368, approximately $27,737,805 was devoted to staff costs; 
and during 1950, of a total expenditure of $44,520,773, the United 
Nations paid out $28,094,340 for staff costs." 


2. SALARY SCALES AND CLASSIFICATION 


Until January i, 1951, when a reorganization took place with 
respect to the United Nations salary, classification, allowance and 
leave system, salary scales ranged from an annual gross salary of 
$1,860 (grade 1) to an annual gross salary of $13,330 (grade 19). 


18 A chart showing the number of persons employed by the United Nations and the specialized agencies 
between 1947 and 1950 is found in appendix L. 

169 With respect to the Bank and the Fund, see Appendiy A. 

16! A chart showing the staff costs of the United Nations and certain of the specialized agencies between 
1947 and 1950 is found in appendix M. For,the relationship between staff costs and total budgets, see 
appendix D (1)-(9). 
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From grade 1 through grade 16, there were provisions for seven 
in-grade promotions; grade 17 provided for six; grade 18 for four; 
and grade 19 for three. A separate schedule was set up for manual 
workers. 162 As a result of the United Nations staff assessment plan, 
however, net errr pay, exclusive of allowances, ranged from 
$1,580 (grade 1) to $10,000 ( (grade 19). 

The classified scale did not cover vi Secretary General, Assistant 
Secretaries General and Top-Ranking Directors. ‘Their salaries were 
fixed by the General Assembly in 1946 and were as follows: Secretary 
General, $20,000; Assistant Secretary General, $13,500; and top- 
ranking directors, $11,000. 

During its Third Session, in 1948, the General Assembly found that 
the Secretariat of the United Nations had been built up so rapidly, 
in an effort to keep pace with the growth of the Organization, that a 
number of serious problems had arisen which were found to be hamper- 
ing seriously its efliciency and effectiveness. Accordingly, the 
Assembly appointed a committee of experts to review the entire 
personnel structure and to recommend changes wherever necessary. 
The Committee of Experts, headed by Arthur S. Flemming, was 
primarily concerned with the salary, allowance and leave system of 
the United Nations and limited itself to recommendations with 
respect to those matters.’ 

Concerning the organization and classification of the staff, the 
Committee found that there was a lack of flexibility and versatility 
in the assignment of staff members; excessive frequency of reclassifica- 
tion of staff; inequality of treatment between comparable posts 
throughout the Secretariat; a tendency to overgrade posts and 
individuals both in the professional, secretarial and clerical levels; 
identification of individual staff members with mere grade numbers; 
and too wide a salary scale. As a result of these deficiencies, the 
Committee of Experts found that there was an extremely narrow 
conception of individual posts; a multiplicity of categories and 
grades; and an excessive overlapping of salary between one grade 
and the next. 

To correct these efficiencies, the Committee recommended (a) an 
improved regrouping of posts into not more than four categories; 
and (b) a substantial reduction in the number of grades and levels. 
With respect to the salaries of the internationally-recruited staff, 
the Committee recommended certain changes in salaries and allow- 
ances. With respect to allowances, it was recommended that certain 
of them be altered and others entirely eliminated.’ 

During its fifth session, the General Assembly adopte d a resolution 
embodying a number of the recommendations of the Committee of 
Experts, to take effect on January 1, 1951." Under the new system, 
the United Nations Secretariat (excluding the Secretary-General and 


12 A schedule of United Nations annual salaries prior to January 1, 1951, is found in appendix N. A 


schedule of United Nations annual salaries for manual workers is found in appendix O 

63 The United Nations staff assessment plan is a device wher reby the Organization levies a tax upon all 
of its employees, based upon the principles of modern income tax systems. It is designed to equalize the 
salaries of those employees who are subject to national income tax with those whoare exempt, and to eliminate 
within the United States a class of tax-exempt United States nationals. See report of this subcommittee, 
op. cit., supra, note 6, pp. 30-22, or a further discussion of this matt er 

* United Nations, General Ass — Fifth Committee, Report of the Commit of Experts on Salar 
Allowances and Leare Systems, Official Records of the Fourth Session, Annex, vol. IT, 1949, pp. 1-28 

1s Thid 


6 United Nations, General Assembly, Resolution Adopted by the General Assembly at its 826th 
’ y, I Y y 
meeting on 15 December 1950, UN Doe, A/1761, 2 January 1951. 
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the Assistant Secretaries-General) was organized into three main cate- 
gories: (1) General service category, with five levels; (2) professional 
category, with five levels; and (3) principal officer and director cate- 
gory, with three levels. Separate salary tables were established for 
Field Service personnel and manual workers.” 

In the general service category, gross salary scales range from $2,230, 
the entrance level, to $4,250, the principal level. In the entrance 
level, provision is made for seven in-grade promotions; in the junior, 
intermediate, senior, and principal levels, there are eight in-grade 
promotions. 

In the professional category, gross salary scales range from $4,250 
for assistant officer, to $11,310 for senior officer. In the assistant 
officer level, provision is made for seven in-grade promotions; in the 
associate, second and first officers can receive nine in-grade promo- 
tions; and the senior officer can receive eight in-grade promotions. 

In the professional officer and director category, salar y se ‘ales range 
from principal officer, with an annual gross salary of $13,330, to prin- 
cipal director, with an annual gross salary of $17,000. With respect 
to in-grade promotions, provision is made for five principal officers; 
three for directors; and one for principal directors. 

The Secretary-General receives an annual gross salary of $33,00( 
supplemented by a $20,000 comprehensive allowance, in lieu of all of 
the other allowances, discussed below, except travel allowances. Thus 
his gross total is $53,000 per year. However, since his salary is sub- 
ject to staff assessment plan deductions his annual net salary is $40, a 
Assistant Secretaries-General receive gross salaries of $23,000 per yea 
equivalent to $15,000 after staff assessment plan deductions. Thei ir 
allowances will be described below. 


8. UNITED NATIONS STAFF ALLOWANCES AND BENEFITS 


The subcommittee found that United Nations staff employees are 
presently receiving approximately 11 different types of allowances in 
addition to miscellaneous travel allowances and 5 different types of 
welfare and insurance benefits. The allowances paid include (1) chil- 
dren’s allowance; (2) education grant; (3) special post allowance; 
(4) language allowance; (5) repatriation grant; (6) rental allowances 
and subsidy; (7) representation allowance; (8) nonresident’s allow- 
ance; (9) home leave allowance; (10) indemnity upon termination; 
and (11) income-tax reimbursement.!* 

Prior to January 1, 1951, United Nations staff employees received 
nine allowances. Under the reorganization, three allowances were 
discontinued and five new ones were added. Those discontinued were 
(1) the cost-of-living allowance, which was incorporated into the reg- 
ular salary scales; (2) the installation allowance; and (3) the tempo- 
rary expatriation allowance which was replaced by a repatriation 
grant! 

Travel allowances include (1) travel of staff members upon appoint- 
ment; (2) travel of staff members upon official business; (3) travel of 
staff members upon change of official duty station; (4) travel of staff 
members on home leave; (5) travel of staff members upon separation; 


7 A sche tule of United Nations annual gross and net salaries showing in-grade promotions is found in 
appendix P, tables I, IT, and IT 


18 A desc ription of each of these allowances is found in United Nations, Secretariat, Secretary-General 
Bulletin No. 81, Revision 2, Staff Rules, UN Doc. ST/AFS/SGB/Rev 2, 1 January 1951. 
19 A summary of United Nations staff allowances paid prior to January 1, 1951, is found in appendix Q. 
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(6) removal of staff members’ effects; (7) travel expenses of depend- 
ents; and (8) transportation of the remains of deceased staff members 
to their homes or official duty station. 

The staff benefits include (1) staff provident fund contribution; 
(2) staff pension fund contribution; (3) health insurance plan (medical 
and hospits alization insurance) ; (4) aide smnity and compassionate pay- 
ments; (5) workman’s compensation insurance; and (6) group life 
insurance. 

The representation allowance is paid only to a relatively small 
number of persons, including the Secretary-General, the Assistant 
Secretaries-General and the principal directors. In addition, the 
Secretary-General is authorized, in his discretion, to grant representa- 
tion allowances to directors in special cases. These allowances are 
substantial and vary with the position held. Thus, as already indi- 
cated, the Secretary-General receives an annual allowance of $20,000; 
Assistant Secretaries-General receive between $7,000 and $10,000, 
per year, at the Secretary-General’s discretion; principal directors’ 
allowances vary between $1,000 and $3,500 annually; and directors 
may be paid up to $1,500. With respect to the Secretary-General 
and the Assistant Secretaries-General, the representation allowance is 
in lieu of all other allowances, except the five travel allowances 
described above, viz, travel on appointment, on official business, on 
change of duty station, on home leave, and on separation. Principal 
directors and directors receive representation allowances, as indicated, 
in addition to all other allowances. 

The cost-of-living allowance, formerly paid separately, has been 
integrated with the regular salary scales. The home leave allowance 
had originally been fixed at 2-year intervals. The Committee of 
Experts concluded that 3-year intervals would be adequate and 
recommended accordingly. Following this recommendation, which 
was concurred in by the Advisory Committee, the Fifth Committee 
approved a draft resolution granting home leave at 3-year intervals. 
In an almost unprecedented move, the plenary session of the General 
Assembly overruled the Fifth Committee and continued the home 
leave at 2-year intervals. 

Prior to January 1, 1951, the United Nations paid its staff members 
a temporary expatriation allowance consisting of $250 per year for 
persons without dependents and $500 per year for persons with 
dependents. This has been discontinued and replaced by a system 
of repatriation grants which are payable to all staff members who are 
separated from service under conditions other than summary dis- 
missal, and who are not serving at an official duty station in their 
home country at the time of their separation. It is based upon the 
theory that staff members will have to reestablish themselves in their 
home countries after leaving the service of the United Nations and 
such reestablishment will entail expense and a period during which 
they may not have any income. Under the provisions of this grant, 
the amount payable depends upon the number of years of continuous 
service of the staff member away from his home country and his 
status with respect to dependents, those having dependents receiving 
double the amount received by those having none. The allowances 
run from 4 weeks’ salary for staff members without dependents, having 
more than 2 years of service, to 14 weeks’ salary for those who have 

79729—51——-4 
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served more than 12 years. Persons having dependents receive 
double these amounts. The maximum payable, however, is $2,500 
for those without dependents and $5,000 for those with dependents.” 

Another new allowance is indemnity upon termination which is 
payable to staff members serving under a temporary indefinite 
appointment who have completed more than 1 year of service. The 
allowance consists of payment equal to from 1 to 8 months of salary, 
depending upon length of service. However, those staff members 
whose appointments are terminated during their first year are not 
eligible for this allowance.” 

When traveling on official business, United Nations staff employees 
receive the following daily allowances in lieu of subsistence: the 
Secretary-General, up to $25; Assistant Secretaries-General, up to 
$20; principal directors, up to $15; senior officers, down to and 
including second officers, $12.50; and all other, $10. 

Proponents of the very generous allowance and benefit system used 
by the United Nations, and, to some extent, by most of the specialized 
agencies, assert that these various allowances and benefits are neces- 
sary in order to make the service substantially as attractive to nationals 
of all members as it is to those of the United States. In order to ac- 
complish this, they state, it is necessary to equalize the differing cost of 
living, since it is assumed that personnel recruited from abroad will 
experience, temporarily at least, higher costs of living than those faced 
by persons already established, who have homes and are familiar with 
local business customs and conditions. A further consideration is 
the fact that it is necessary to enable nationals of the various member 
governments to work for the United Nations in the United States 
without causing them or their families to become completely divorced 
from their national lives and associations. Thus, liberal home leave, 
education, and repatriation grants are necessary. In addition, it is 
argued that cost-of-living allowances, recently included in the base 
salary scales, were necessary in order to take into account rising 
living costs subsequent to the fixing of the salary scales. In other 
words, it was felt that in order to attract the highest type of personnel, 
every effort had to be made to insure that persons accepting posts 
with the United Nations would be compensated for any financial or 
cultural losses which they or their families might suffer as a result of 
their separation from their own environments. 

4. RELATIONSHIP BETWEEN EXPENDITURE 
ANCES AND BENEFITS 

The subcommittee found that staff costs usually account for between 
60 and 70 percent of the annual expenditures of the United Nations, 
and allowances and benefits usually account for between 25 and 30 
percent of the staff costs. The following table will serve to illustrate 
the relationship between annual expenditures, staff costs, and staff 
allowances and benefits. 


S, STAFF COSTS, AND ALLOW- 


170 A chart showing United Nations repatriation grants is found in appendix P, table TV. 


o he A chart showing United Nations payments for indemnity upon termination is found in appendix P, 
table V. 
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United Nations 


Expendi- Allow- | Expendi- Allow- 
tures | Staff costs | ances and || ure Staff costs | ances and 
| benefits benefits 
1947... $27, 901, 969 $18,699,499 $4, 936, 350 | 1949 : 42 575. 368 27. 737, 805 6, 665, 227 
1948 38, 387, 531 | 21, 775, 861 6, 001, 556 | 1950___. 44,520,773 | 28, 094, 340 6, 748 ) 
| 
Specialized Agencies (1950) 
T j 
Expendi- Allow- | Expendi A llow- 
tures Staff costs | ances and tures Staff costs | ances and 
benefits bene 
FAO._. __..| $5,000, 000 | $3, 643, 860 $679, 405 UNESCO 8, 000, OOK 4, 729, 120 1,072, 418 
I a et 6, 023, 526 | 3,979, 926 932, 908 WHO 7, 5OL, 506 $, 450, 9 1,11 I7 


| 
' 


5. CONCLUSIONS WITH RESPECT TO PERSONNEL POLICIES AND PRO- 
CEDURES 

With respect to personnel policies generally, the subcommittee con- 
cluded that in both the United Nations and the specialized agencies, 
too much emphasis is placed upon recruiting specialists and experts. 
it is obvious, of course, that the technical nature of the work of some 
of the organizations in the United Nations system requires persons 
who have had experience in particular fields. However, when a sub- 
stantial portion of the staffs of these organizations are specialists in 
fairly narrow fields, a lack of flexibility is bound to occur which results 
inevitably in the translation of all new work into requirements for 
extra staff. 

In the opingon of the subcommittee, if the emphasis were placed 
upon a high general education and intellectual qualifications, persons 
entering the service of the United Nations or the specialized agencies 
would be able to develop a versatility which would be far more desir- 
able and which would enable the development of a real career staff. 
This would also enable the accomplishment of economy with respect 
to staff costs, since 1t would not be necessary to pay such persons the 
very high salaries which must be paid to recognized technical experts. 
Furthermore, it would be possible to transfer such career sti aff from 
department to department, as the workload in one department in- 
creased and that in another decreased. If the services of experts are 
required, they should be retained on a noncareer basis for limited 
periods of time. If a genuine career service is to be built up, composed 
of persons whose character and ability are of the highest type and who 
will ultimately be able to meet the variety of situations which arise 
from day to day in the United Nations system, an independent inter- 
national civil service commission should be established, which would 
set up uniform qualification standards, recruitment policies, competi- 
tive examinations, standard classification patterns and uniform salar Vv 
and allowance scales. This would insure the recruitment of persons 
having qualifications which would enable them to transfer from one 
agency to another. Thus, if the workload in one agency decreased, 
necessitating the termination of the services of qualified personnel on 
a reduction-in-force basis, such personnel could be placed in another 
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agency, having an increased workload, and having need for personnel 
so qualified. 

It should be noted that the subcommittee received reports that 
political pressure has been brought on high-ranking officials of the 
United Nations and the specialized agencies to hire various persons 
whose qualifications are often doubtful. Representatives of national 
governments have undertaken to place retired civil servants or mili- 
tary and naval personnel in positions with the various agencies. 
This constitutes a serious burden upon the administrative heads of the 
United Nations and the specialized agencies which could be avoided if 
standard qualifications and competitive examinations were required 
of all applicants for professional positions. 

With respect to the salary and allowance system, the subcommittee 
concluded that the various allowances paid to staff members of the 
United Nations and the specialized agencies bring their already high 
salaries considerably out of line with those paid to United States 
nationals and nationals of other countries for similar work. 

Under existing practices, high-ranking United Nations personnel, 
below the level of Assistant Secretary-General, can often implement 
their annual net salaries by as much as $4,000 as a result of the gen- 
erous allowances paid. An officer in the intermediate brackets with 
an annual net salary of $6,000 per year can actually take home an 
additional $1,200 annually. In both instances, these incomes are free 
from taxation, except for the staff assessment plan levy, which has 
already been computed and is reflected in the difference between gross 
and net salaries, noted in appendix P. In the case of United States 
nationals, although they are subject to national income tax, as well 
as the staff assessment plan, the Organization reimburses them for the 
former, thus freeing them from any loss. In addition to all this, upon 
terminating their service, United Nations personnel, oter than United 
States nationals, receive a generous repatriation allowance which can 
amount to as much as $2,500 if they have no dependents and $5,000 
if they have dependents. 

The subcommittee realizes that it is necessary for the United 
Nations and the specialized agencies to attract the highest type of 
personnel for the tasks which they must accomplish, and that such 
persons should not be expected to suffer financial hardships or dis- 
advantages. However, it is of the opinion that the allowances paid 
are excessive in some instances and unwarranted in others. Out- 
standing men and women are definitely needed if international or- 
ganizations are to make a vital contribution to solving the complex 
and tremendously important problems which now confront the world. 
However, it hardly seems in order to offer them such extraordinary 
inducements, in view of the fact that their basic salaries are clearly 
adequate and they have assurance, to some degree, of a permanent 
place in a career service. 


F. Tue Prospitem oF CoorDINATION 
1. GENERAL 
The subcommittee found that a general lack of effective coordina- 
tion exists between the United Nations and the specialized agencies 
and between the specialized agencies themselves. This situation 
has resulted in (1) a duplication of activities and services by the 
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various international organizations; (2) the adoption of conflicting 
policies by the various agencies; (3) unduly heavy or unacceptable 
demands upon the financial and personnel resources of member govern- 
ments; and (4) the development of competition between the various 
organizations for funds, personnel, and projects, rather than the 
cooperation necessary and envisioned by the United Nations Charter, 
coupled with development of an attitude of independence and sover- 
eignty on the part of the specialized agencies. 

“Under the Charter of the United Nations, provision is made for 
coordination to be effected between the United Nations and the 
specialized agencies in the following ways: (1) Under article 17, the 
General Assembly is directed to examine the administrative budgets 
of the specialized agencies with a view to making recommendations 
to the agencies concerned; (2) articles 57 and 63 provide that the 
specialized agencies shall be brought into relationship with the 
United Nations in accordance with agreements entered into by the 
Economic and Social Council, subject to the approval of the General 
Assembly; (3) article 63 also authorizes the Economic and Social 
Council to coordinate the activities of the specialized agencies through 
consultation with and recommendations to such agencies and through 
recommendations to the General Assembly and to the members of 
the United Nations; (4) article 58 states that the Organization shall 
make recommendations for the coordination of the policies and 
activities of the specialized agencies; and (5) under article 64, the 
fconomic and Social Council is authorized to make arrangements with 
the specialized agencies and the members to obtain reports on the steps 
taken to give effect to its recommendations and to those of the General 
Assembly. 

In discussing the relationships between the specialized agencies 
and the United Nations, the Preparatory Commission of the United 
Nations observed: 


* * * The objectives of the United Nations in the realm of economic and social 


cooperation and the effective functioning of the specialized agencies will be more 
fully achieved if a close relationship is established between the United Nations 
and the agencies. The agreements to be concluded between the United Nations 
and the specialized agencies should furnish a basic arrangement which will facili- 
tate the achievement of these objectives and enable the United Nations and each 
of the specialized agencies to discharge their responsibilities in their respective 
fields. ee ea 

In an attempt to implement those provisions of the Charter relative 
to coordination, and the suggestions of the Preparatory Commission, 
many steps have been taken and much elaborate machiner y has been 
set up. Bodies which are now concerned with this proble m include 
the General Assembly, its Second, Third, and Fifth Committees; the 
Advisory Committee on Administrative and Budgetary Questions; 
the Economic and Social Council; its regional commissions; three of 
its functional commissions (Economic and Employment, Transport 
and Communications, and Social); and its Coordination Committee. 
In addition, there are the Administrative Committee on Coordination, 
consisting of the Secretary-General of the United Nations and the 
heads of the specialized agencies, its subsidiary committees, and vari- 
ous other bodies, too numerous to mention. Finally, several major 
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sections of the Secretariat are concerned with the problem of coordi- 
nation and have important functions in this respect. 

The subcommittee found that some degree of coordination has been 
accomplished as a result of all of this action, coupled with informal 
exchanges between individual members of the secretariats of the 
United Nations and the agencies. Thus, during the past year, for- 
malized cooperation among the United Nations and the specialized 
agencies has taken the form of joint working parties, working groups, 
joint studies, studies made by one organization at the request of 
another, joint secretariats for partic ular projects involving several 
organizations, joint committees, seminars, exchange of personnel on 
loan, technical advice from one agency to another, cooperation in 
particular projects, joint publications, joint missions, and _ joint 
conferences. 

The subcommittee found that basically, however, the situation 
remains the same and duplication, overlapping, and their consequent 
waste still exists. Numerous meetings devoted to the problem of 
coordination are held by the various bodies listed above throughout 
the year; and considerable time, personnel, and funds are now being 
devoted to the problem, accompanied by a substantial amount of 
documentation. As a result, coordination appears to have become 
one of the major problems of the United Nations, rather than a means 
to promote the objectives of the Charter. 

It was hoped that the agreements referred to in article 63 would 
enable the United Nations to effect some substantial degree of co- 
ordination. For the most part, however (with the exception of the 
Bank and the Fund which have retained even a larger degree of inde- 
pendence than the other agencies), they contain merely a list of re- 
ciprocal privileges and obligations. Provision is made for reciprocal 
attendance at meetings without vote, the reciprocal right to propose 
agenda items and the full exchange of information and documents, 
the coordination of statistical work, and the financing of common 
services. Consultation on matters of general policy is also a joint 
ere The specialized agencies assume unilateral obligations 
only (1) to fur Ie assistance to the Security Council and the Trustee- 
ship C ouncil; (2) to submit to the United Nations regular reports on 
their activ ities aha to report on the action taken on recommendations 
addressed to the agencies by the General Assembly and the Economic 
and Social Council; and (3) except for the Bank and the Fund, to 
transmit their annual canaintetentive budgets to the General Assembly 
for examination and recommendations. The desirability of close 
budgetary and financial arrangements is recognized but details are 
left to the future. Thus, most of the agreements provide only that 
the agencies agree to consult with the United Nations concerning the 
possibility of making appropriate arrangements for the inclusion of 
their budgets within a general budget of the United Nations. The 
agreements also recognize that it is desirable to have common head- 
quarters, a single unified international civil service, and common 
technical services. 

To date, 11 such agreements have been entered into between the 
United Nations and the specialized agencies,'!* but they have not 


173 Texts of most of the agreements between the United Nations and the specialized agencies will be found 
in Yearbook of the United Nations, 1946-47. 
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succeeded in any substantial measure, simply because they are not 
binding contracts by which the specialized agencies undertake to 
subordinate any of their constitutional prerogatives and inde ‘pendence 
for the achievement of the common good. They are mere ely agree- 
ments to cooperate and nothing more. In effect, they are “treaties” 
between sovereign equals in which relationships are kept at arm’s 
length. It is interesting to note that throughout the negotiation of 
these agreements between a subcommittee of the Economic and Social 
Council and representatives of the agencies, both sides are reported 
to have insisted on what may be termed their “legal rights.”’ )™* 

A full analysis and discussion of the problem of coordination would 
require a separate report. At this time, it is possible only to refer to 
three of its more important aspects: (1) Coordination of national 


policy, (2) program coordination, and (3) administrative and budge- 
tary Snckataaien 


2. COORDINATION OF NATIONAL POLICY 


The subcommittee found that a considerable portion of the problem 
of coordination appears to be due to the failure of national govern- 
ments to achieve coordination in the formulation of theirown policies 
with respect to participation in international organizations. This has 
given rise to several undesirable situations: (1) Two or more delegates 
of the same country offer the same program or project in the United 
Nations and one or more of the specialized agencies; (2) representa- 
tives of a given country take different positions with respect to the 
same question before different bodies; and (3) the tendency by some 
governments to request technical advice on the same or similar sub- 
jects from two or more agencies as well as from other bodies. A 
variation of this is found where two or more departments in the same 
government address requests for advice or services to the same 
agency. 

As an example of the first situation, a delegate of a given country 
offers a project on nutrition at a meeting of the World Health Organ- 
ization and his colleague from the same country offers a similar project 
at a meeting of the Food and Agriculture Organization. It is even 
conceivable that a third delegate from the same country may offer 
a similar project before one of the subordinate bodies of the United 
Nations. Such a practice is, of course, bound to result in duplication, 
proliferation, and waste. 

As an example of the second situation, a delegate of a given country 
offers a project before one of the technical, politic al bodies. He 
fights for it with vigor and secures its adoption. When the matter 
comes before the financial committee (the Fifth Committee in the 

‘ase of the United Nations) for the appropriation of funds to enable 
the accomplishment of the project, the representative of the same 
government in that committee rises and opposes the : appropri ition of 
funds for that project with equal vigor and determination. Such a 
practice can serve only to add confusion and to hinder effective 
accomplishment. 

In the opinion of the subcommittee, it is imperative that member 
governments of the United Nations and the specialized agencies take 





1% See Coordination of Economic and Social Activities, United Nations Studies No. 2, Carnegie Endow- 
ment for International Peace, 1946, p. 13. 
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immediate steps to insure the effective coordination of national policy, 
generally, and to insure that delegates of the same government speak 
with the same voice on the same problems in the various organs of 
the United Nations system. If, prior to sessions of the organs of the 
United Nations system, these governments would undertake syste- 
matic briefings of all of their delegates to the various bodies and 
agencies, duplication, overlapping, and confusion might be substan- 
tially decreased, 


3. PROGRAM COORDINATION 


The subcommittee found that there appears to be considerable 
duplication and overlapping between the programs aicetanen by 
the United Nations and the specialized agencies and between those 
undertaken by the agencies themselves. The problem is encountered 
specifically in a situation where two or more agencies undertake a 
task without adequate planning or consultation. Each agency feels 
that the particular operation is within its jurisdiction and, as a result, 
two agencies use personnel and funds to accomplish that which should 
have been undertaken by one of them. Another phase of the same 
problem is fgund in the situation where several agencies consider a 
problem andi each decides that it is within the jurisdiction of the 
other. As a result, none of the agencies perform the work. 

It has already been noted that considerable efforts are being made 
to achieve program coordination, notably by the Administrative 
Committee on Coordination and by means of the Economic and 
Social Council’s Catalogue of Social and Economic Projects.” To 
date, however, there has been doubtful progress. It would appear 
that under the circumstances there is an urgent need for the careful 
planning of work programs in advance of sessions. In other words, 
there must be advance consultations on, and the careful planning of, 
all projected programs. 

In the opinion of the subcommittee, however, the problem is more 
fundamental and arises directly out of the structure of the United 
Nations system. Since the specialized agencies are independent 
constitutional bodies, the United Nations has no authority to pass 
upon their operations effectively. All that the United Nations can 
do is make recommendations which the agencies are free to accept or 
reject as they see fit. 

If any effective program coordination is to occur, some sort of 
central program planning and control must be established. Thus, if 
the General Assembly or some other organ of the United Nations were 
given authority to allot projects and programs, after passing upon their 
feasibility, urgency, and productivity, duplication and overlapping 
might be eliminated and considerable economy might result. This 
is, of course, difficult to achieve, since it would probably require 
amendment of the constitutions of the specialized agencies which 
continually resist any attempt to undermine what they wrongly 
consider their independence. Another alternative, which will “be 
discussed in connection with administrative and budgetary coordina- 
tion, is the adoption of a consolidated project budget. Although this 
might well be effective in eliminating duplic ation, it is fraught with 
the same constitutional problems. 


178 See supra, sec. D. 
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4. ADMINISTRATIVE AND BUDGETARY COORDINATION 

(a) General.—When the United Nations system was being organized, 
it was hoped that common administrative services might be set up 
for the entire system and that close budgetary and financial arrange- 
ments would be established. In this way it was hoped that the antici- 
pated duplication and overlapping, resulting from the decentralized 
nature of the structure, might be corrected, if not eliminated. Thus, 
the Preparatory Commission recommended that, where possible, 
arrangements should be made for common fiscal and technical services, 
personnel arrangements, headquarters, regional and branch offices, 
joint pension and audit schemes, etc.‘ 

Unfortunately, despite the inclusion in the agreements between the 
United Nations and the specialized agencies of provisions to effect 
coordination of these matters, and despite numerous attempts by 
means of resolutions of the General Assembly, and the establishment of 
elaborate machinery, effective coordination has not been accomplished. 
As a result, costly duplication of functions, activities, and services 
exist which are accompanied by unwarranted and unnecessary 
expenditure of funds. 

(b) Administrative and professional services—The subcommittee 
found that each of the specialized agencies maintains its own inde- 
pendent system of administrative and professional services which 
might well be coordinated with those of the United Nations and the 
other agencies, if the location of their respective headquarters made 
such action possible. Despite the recommendation of the Preparatory 
Commission that offices be maintained centrally, where possible, the 
United Nations and the specialized agencies are dispersed throughout 
the world, in 53 headquarters, branch, and regional offices, located in 
9 cities in 8 countries in the Western Hemisphere; in 9 cities in 8 
countries in Europe; in 2 cities in 1 country in the Middle East; 
and in 6 cities in 4 countries in Africa, Asia, and the Far East. This 
situation has made impossible any really effective coordination of 
administrative and professional services. 

In connection with the location of headquarters, the subcommittee 
learned that the Secretary-General of the United Nations offered the 
Food and Agriculture Organization five floors in the new headquarters 
building in New York for as long a period as necessary, pending the 
erection by the FAO of its own building, at no other charge other than 
the cost of finishing the floors and such other minor costs as the United 
Nations might have. In addition, the FAO was to have, entirely free 
of charge, the use of all of the conference facilities and translating and 
interpreting service. Despite the fact that the FAO was obligated by 
the terms of its agreement with the United Nations to establish its 
permanent headquarters at the permanent seat of the United Nations, 
subject to certain conditions which appear to have been met, the FAO 
proceeded to negotiate a $7,000,000 loan from the United States to 
erect a building in Washington. Having failed to obtain the loan, the 
Organization thereupon voted to established its permanent head- 
quarters in Rome, Italy, and attempted to borrow $1,000,000 from the 
United States to enable the move. Having again failed to obtain the 
loan, the FAO borrowed $800,000 from the United Nations for this 
purpose. 


176 Report of the Preparatory Commission, op, cit., supra, note 42, pp. 40-48. 
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Despite the decentralization of the agencies of the United Nations 
system, the subcommittee believes that central or common facilities 
with respect to transportation, communications, purchasing, and 
supplies can be maintained in Geneva for all of those agencies and 
organs of the United Nations system which are located in or near that 
city. Furthermore, central facilities can also be set up for such pro- 
fessional services as translators and interpreters, legal personnel, and 
budgetary and financial experts. This would enable the accomplish- 
ment of substantial economies by effecting the elimination of the 
duplication which now exists with respect to these services. 

The subcommittee learned that steps are now under way to ac- 
complish this centralization. In addition, arrangements are being 
made for the effective standardization of personnel regulations, recruit- 
ment procedures, joint audit and pension schemes, and other devices 
designed to bring about more effective coordination. In the light of 
past experience, however, the subcommittee has some doubt as to how 
effectively this will work out, in view of the continued attitude of 
independence displayed by the specialized agencies. 

(c) Budgetary and financial coordination.—As previously indicated, 
the subcommittee is of the opinion that effective budgetary and finan- 
cial coordination is the key to many of the problems resulting from the 
decentralized structure of the United Nations system. At present, 

ach specialized agency determines its own programs, projects, and 
budget. The General Asse mbly can only examine them and make 
recommendations which may be followed or ignored by the agencies 
as they see fit. 

For some time the subcommittee has felt that the only effective 
manner in which the budgets of the United Nations and the specialized 
agencies could be effectively controlled, and duplication of projects 
and programs eliminated, would be by the device of a consolidated or 
centralized project budget. Under this procedure, after the specialized 
agencies had approved their respective programs and voted their 
budgets, these budgets would then be consolidated with the budget of 
the United Nations and reviewed by the Fifth Committee, subject to 
the same procedures and at the same time as the budget of the United 
Nations. An alternative would be to have the budgets of the agencies 
considered by the United Nations separately, rather than in a con- 
solidated form. Although the technique would be slightly different, 
the result would be the same. It would enable a unified review of 
projects and their costs and enable the member governments of the 
United Nations and the specialized agencies to determine, at one time 
and at one place, the extent of their financial obligations with respect 
to the United Nations’system. Projects which duplicate other projects 
could be eliminated, real budgetary and program control could be 
instituted and substantial economy achieved. It should be noted that 
the League of Nations and the International Labor Organization had 
a consolidated budget system which worked very satisfactorily. 

During the early sessions of the United Nations, this question was 
debated at some length by the General Assembly. In 1948, the 
Administrative Committee on Coordination reviewed the entire 
question. Inquiries were sent to the specialized agencies soliciting 
their views with respect to a consolidated budget. An examination of 
the replies of the specialized agencies reveals that, for the most part, 
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they took refuge in the provisions of their constitutions and their 
agreements with the United Nations.’” Generally, the replies 
received which were almost entirely negative, pointed out (1) that 
machinery already established was capable of avoiding duplication 
of effort; (2) that program coordination was basic to budgetary coor- 
dination and a prerequisite to it; (3) that it would be premature at 
that stage to attempt to go further in the direction of purely budgetary 
consolidation or unification in view of the political and constitutional 
problems involved in effecting a consolidated budget; and that (4) any 
further action rested with the member governments themselves, acting 
consistently in all of the organizations involved.'® 

In its report on this question, the Administrative Committee on 
Coordination noted that four steps would have to be taken before it 
would be feasible to adopt a unified or consolidated budget: (1) the 
constitutions of the specialized agencies would have to be amended 
so as to provide for a transfer of the budget-making powers from the 
constituent assemblies of the agencies to the General Assembly; 
(2) changes would have to be made in the character of the General 
Assembly delegations; (3) the General Assembly would have to provide 
for lengthening its sessions, so as to afford it sufficient time to perform 
at one time and place the budget task now performed by the financial 
committees, governing bodies, and conferences of the various individual 
agencies; and (4) a means would have to be found of overcoming 
the divergence of membership between the United Nations and the 
specialized agencies, since none of the agencies have as members all of 
the governments represented in the United Nations and some of the 
agencies have as members, governments which do not belong to the 
United Nations and are, therefore, not represented in the General 
Assembly. This situation, it was felt, would make it difficult, if 
not impossible, for the members of the specialized agencies, which are 
not members of the United Nations, to enjoy an equal voice in the 
adoption of the budgets of the agencies of which they are members, 
and would involve vesting in the members of the United Nations, not 
members of the agencies, a measure of responsibility in regard to those 
budgets which would not be acceptable to the constituent assemblies 
of the agencies concerned.!” 

In view of these considerations, the Committee came to the conclu- 
sion that a consolidated budget to be approved by the General 
Assembly, however desirable it might be as a long-term development, 
was not immediately practicable and could only be achieved by 
whole series of related decisions and not by unilateral action of the 
General Assembly. It therefore recommended that existing machin- 
ery for the achievement of coordination be put to a fair test, particu- 
larly in view of the many obstacles, political, constitutional, and 
technical, to the adoption of a consolidated budget. 

The subcommittee cannot agree with the conclusions of the Admin- 
istrative Committee on Coordination. It is true that there are obsta- 
cles. However, given the will to cure existing weaknesses and achieve 
substantial economy, efficiency, and conservation of resources, a 





17 United Nations, Economie and Social Council, First Report of the Coordination Committee, UN Doe. 


F/614, 29 January 1948, Annex V 
8 See United Nations, General Assembly, Report of the Secretary-General on Ad stratire and Budgetary 
Coordination of the United Nations and the Specialized Agencies, UN Doc. A/599, 5 A igust 1948, pp. 1 
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consolidated budget system can be adopted. Since the majority of 
the member governments of the agencies are also members: of the 
United Nations, no sound reason appears to exist for their failure to 
amend the constitutions of these agencies. With respect to program 
coordination being basic to budgetary coordination, the subcommittee 
is of the opinion they are intertwined inseparably, with one dependent 
upon the other. If effective budgetary coordination is achieved, 
effective program and project coordination will follow. There appears 
to be no good reason why necessary changes could not be made in the 
character of General Assembly delegations and provision could easily 
be made for lengthening the session of the Assembly. With respect 
to the problems presented by divergent membership in the United 
Nations and the specialized agencies, procedures could easily be worked 
out whereby the section of the budget relating to each specialized 
agency would be initially voted in the General Assembly only by those 
member governments which are members of that agency. Thus, when 
the Fifth Committee of the General Assembly is dealing with the 
budgets of the specialized agencies, members of the United Nations 
which are not members of a particular agency would not participate 
in the consideration of the budget of that agency. Arrangements 
can also be worked out whereby members of specialized agencies which 
are not members of the United Nations would be able to debate and 
vote on the budgets of those specialized agencies to which they belong. 
Arrangements of this kind between the International Labor Organiza- 
tion and the League of Nations have proved to be satisfactory. 
Finally, following such initial action on the budget of each agency, 
the consolidated budget of the United Nations and the agencies 
included therein could then be approved by the General Assembly in 
plenary session. 

In the opinion of the subcommittee, these suggestions are all feasible. 
They continue to be opposed in various quarters because, during the 
past 5 years, two types of vested interests have arisen: (1) vested 
interests in the maintenance and growth of independent international 
organizations; and (2) vested interests in the members of international 
secretariats. 

Various steps have been taken to enable the achievement of budget- 
ary and financial coordination. Thus, it appears that uniform 
financial regulations have been worked out by the United Nations 
and the specialized agencies and are about to be adopted by the 
agencies; standard patterns of budget forms are now in use so that 
most of the agencies present their budgets to the United Nations in 
a uniform manner; a joint audit system and a joint pension system 
have been adopted; and, with the exception of the bank and the fund, 
all of the agencies now submit their budgets to the General Assembly 
for examination and recommendations. In addition, at every session 
of the General Assembly, resolutions are adopted requesting, recom- 
mending to, and pleading with, the member governments of the 
United Nations and the specialized agencies and the agencies as well, 
to do everything in their power to insure budgetary and financial 
coordination. The difficulty lies in the fact that these measures have 
proved to be inadequate. They entail a great deal of labor and 
expense and do not appear to afford any commensurate return in 
the form of effective coordination. 
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5. CONCLUSIONS WITH RESPECT TO COORDINATION 

The subcommittee concluded that there is a serious lack of coordi- 
nation between the United Nations and the specialized agencies and 
between the specialized agencies themselves. The need for effective 
coordination with respect to national policy, programs and projects 
and administrative and budgetary matters is now so urgent as to 
require immediate action and attention if the existing duplication, 
overlapping and wasteful practices are to be eliminated. 

Numerous attempts to secure effective coordination, during the 
past 5 years, have involved such tremendous amounts of effort by a 
myriad of committees and subcommittees, requiring so many hours 
of debate and mountains of documents that coordination may be 
said to have become one of the major programs of the United Nations, 
rather than a means to effect the objectives of the Charter. These 
efforts have proved ineffective, however, because the basic problem 
is structural and arises out of the decentralized nature of the United 
Nations system. Therefore, the administrative techniques which 
have been used in an attempt to cure existing weaknesses have not 
been successful. 

The subcommittee is of the opinion that effective coordination can 
be achieved only if some measure of real control over the budgets 
and programs of the specialized agencies is given to the General 
Assembly. This, in turn, can be accomplished only by amendment 
of the constitutions of the specialized agencies, designed either to 
afford to the General Assembly effective control over programs and 
projects of the agencies, or to provide for the inclusion of the budgets 
of the agencies within a consolidated budget of the United Nations, 
to be approved by the General Assembly. These steps are matters of 
policy which can be taken by the constituent bodies of the agencies. 
In view of the fact that the greater number of member governments 
of the United Nations are also members of the specialized agencies, 
it is perfectly ridiculous for the very governments which decry, in 
the General Assembly, the waste resulting from duplication and 
overlapping, to argue, in the specialized agencies, that constitutional 
changes are very difficult or virtually impossible. The truth of the 
matter is that changes are opposed by those who have vested interests 
either in the growth and independence of international organizations 
or in international secretariats, and in their zeal to protect those 
interests, they have tended to overlook the fact that the specialized 
agencies were created as a means whereby the provisions of the 
Charter, relative to international economic and social cooperation, 
might be furthered, and not as an end in and of themselves. 

Senator Arthur H. Vandenberg was certainly correct when he stated 
at a meeting of the Fifth Committee, during the first session of the 
General Assembly, that the problem of the relationships between the 
United Nations and the specialized agencies was as important for the 
future of the Organization as the matter of the veto. It is clear that 
if the limited resources available to the United Nations system are 
to be used effectively, instead of being dissipated by duplication, 
overlapping and wasteful practices, immediate action is necessary. 
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G. Finpinas anp ConcLusIoNns 
1. FINDINGS 

With respect to the interest of the United States in the United 
Nations system, the subcommittee found: 

(1) The United States has a vital and abiding interest in the 
effective and successful operation of the United Nations system as 
demonstrated by the fact that (a) active participation by the United 
States in the United Nations and its specialized agencies has become 
an integral part of the over-all policy of this Government in its effort 
to achieve international peace and security through joint action and 
cooperation with all other like-minded nations; (6) United States 
contributions and outlays to the United Nations and its specialized 
agencies, emergency relief projects and advances to the United 
Nations building loan have totaled approximately $424,000,000 from 
fiscal year 1946 through and including fiscal year 1950; and if depart- 
mental and other costs of participation are added, the total outlays 
during this period amount to approximately $436,000,000; and (c) 
United States outlays and contributions to the United Nations system 
and emergency relief projects average approximately 50 percent of the 
= budgets and expenditures of these organizations. 

(2) To the extent that the United Nations is successful in achieving 
the Ce cchitea set forth in its Charter, the foreign policy of the United 
States will be successful. Conversely, failure of the United Nations 
to achieve its vital aims and objectives will mean the failure of 
American foreign policy. 

With respect to expenditures by the United Nations and the special- 
ized agencies, the subcommittee found: 

(1) Between 1946 through and including 1950, the United Nations 
and the specialized agencies have expended a total of approximately 
$857,000,000. Of this amount, $574,692,367 was expended by the 
United Nations and the International Refugee Organization in con- 
nection with emergency relief programs and special activities; 
$172,775,641 represents regular annual expenditures by the United 
Nations and $109,466,019 represents regular annual expenditures by 
the permanent specialized agencies. 

2) On an annual basis, total expenditures by the United Nations 
and the specialized agencies for all purposes amounted to $28,310,107 
for 1946; $46,003,074 for 1947; $169,842,160 for 1948; $287,190,428 
for 1949; and $325,588,705 for 1950. 

(3) Regular annual expenditures of the United Nations, exclusive 
of emergency relief programs and special activities, amounted to 
$19,390,000 in 1946; $27,901,969 in 1947; $38,387,531 m 1948; 
$42,575,368 in 1949; and $44,520,773 in 1950. Regular annual 
expenditures and appropriations for seven specialized agencies 
amounted to $17,285,864 in 1947; $24,221,420 in 1948; $27,403,961 
in 1949; and $31,634,667 in 1950. 

(4) Virtually all of these expenditures reflect programs and projects 
voted by the various governing bodies of the United Nations and the 
specialized agencies, and are supported almost entirely by contributions 
of member governments. 

With respect to the budget process in the United Nations and the 
specialized agencies, the subcommittee found: 

The budget process followed is an intricate and complex 
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operation involving a varying number of bodies and entailing much 
time and effort. In the United Nations, six major steps are involved 
between the submission of the annual budget by the Secretary General 
and its adoption by the General Assembly. The process in the 
specialized agencies is less intricate and involves less complicated 
procedures. 

(2) In the United Nations, there is adequate budgetary review but 
inadequate effective budgetary control. The Secretary General for- 
mulates his budget estimates on the basis of the programs and projects 
which have been authorized by the various political bodies in which 
projects are offered by representatives of member governments. All 
that the Secretary General is able to do in his budget document is 
interpret these projects and programs in terms of the cost of meetings, 
personnel, common services, etc. He has no authority to eliminate 
aly projects; nor can he override the action of the political bodies. 
His authority is Manito’ 1 0 giving advice and making recommenda- 
tions to the governing organs, and he is unable to use the budget to 
present to the member nations his concept of the Organization’s objec- 
tives and work programs. As a result, the budget process loses one 
of its main functions—management and control. 

(3) At present, the only real control lies in the exercise of restraint 
and judgment by representatives of member nations in offering pro- 
grams and projects in the political organs. These organs cannot 
approve any resolution involving expenditure of United Nations funds 
unless they first have before them a report of the Secretary General 
on the financial implications, together with an estimate of the costs 
involved in the specific proposals. Although this has had some etfect 
in restraining member governments from voting additional projects, 
the basic problem still exists. 

(4) If the Secretary General is required to request addition: . funds 
in order to carry out programs approved by the political organs, he 
is called to task by the financial organs of the Organization; if s fails 
to allow for the funds necessary to implement the approved programs, 
he i is ae to task by the political organs. 

(5) The organization of the Gene ral Assemb ly to perform its bud- 
oat control functions has not produced the desired results due 
primarily to the relatively weak position of its financial committee 
with respect to the other committees and councils of the United 
Nations. Attempts by the Fifth Committee, which is the financial 
committee of the General Assembly, to delete items from the budget 
and to keep expenses at a minimum, have met with strong resistance 
and criticism, largely on the ground that they have no authority to 
overrule decisions of the substantive, political organs by denying funds 
to implement decisions already made by the former. As matters now 
stand, the Fifth Committee, having only recommendatory and advi- 
sory powers, is in danger of being reduced to a “rubber stamp” which 
passes primarily on the Secretar v General’s estimates of what he needs 
to carry out the approved programs, rather than on the need for and 
wisdom of the programs themselves. 

(6) The plenary sessions of the General Assembly, where the appro- 
priation of funds actually takes place, usually meet in haste and are 
neither equipped nor in a position to change basic decisions of the 
substantive organs. Too many member governments appear to adopt 
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the attitude that since programs and projects can be and are initiated 
and approved by other political bodies of the Organization, the Gen- 
eral Assembly is virtually committed to appropriate the funds neces- 
sary for these projects or find itself in sharp conflict with the other 
organs. As a result, the General Assembly, in which the authority 
is vested, is unable to exercise any effective budgetary control. 

With respect to the budgeting practices of the United Nations and 
the specialized agencies, the subcommittee found: 

(1) The United Nations and the specialized agencies, for the most 
part, formulate their budget estimates by organization units and 
objects of expenditure, i. e., cost of meetings, cost of maintaining 
offices, common services, etc., rather than on a project or performance 
basis. As a result, an examination of the budget estimates fails to 
reveal how much money is being devoted to the various projects. 

(2) In the absence of a project or performance budget, it is virtually 
impossible for member nations to determine, from an examination of 
the budget estimates, the amount of money which is being devoted 
to any particular project. This, in turn, makes it impossible for them 
to exercise intelligent judgment in determining the relationship be- 
tween the cost and the relative importance of any particular project. 

(3) Although some of the specialized agencies have adopted project 
budgets, in part, the United Nations has rejected this device, arrang- 
ing, instead, for ‘the inclusion of more detailed project information in 
the budget justifications. 

With respect to the financing of the United Nations and the special- 
ized agencies, the subcommittee found: 

(1) That the expenses of the United Nations and the specialized 
agencies are financed by annual budgets which, in turn, are financed 
almost entirely by contributions from member governments. 

(2) During the financial year 1950, assessments on member govern- 
ments ranged from 0.04 percent for small countries to 39.79 percent 
for the United States. France and China were each assessed 6 per- 
cent; the United Kingdom 11.37 percent; and Canada, 3.20 percent. 
Soviet Russia was assessed 6.34 percent, and her four satellites, 
Byelorussia, Czechoslovakia, Poland, and the Ukraine, were assessed 
a total of 2.91 percent, making the combined contribution of the 
Soviet orbit, 9.25 percent of the assessable expenses of the United 
Nations. 

(3) For 1951, changes in assessments included slight increases for 
14 governments and slight decreases for 9 governments. Among those 
increased were Soviet Russia and her satellites, a combined increase 
of 0.93 percent, bringing their total contribution to United Nations 
expenditures to 10.09 percent for 1951. The largest decrease was 
made in the assessment of the United States—0.87 percent, bringing 
this Government’s contributions down to 38.92 percent for 1951. 

(4) Increasing budgets of the United Nations and the specialized 
agencies, resulting, i in part, from the multiplicity and proliferation of 
projects undertaken, and, in part, from emergency relief activities, 
together with the expenses involved in maintaining missions and at- 
tending a very large number of meetings and conferences all over the 
world each year, have caused serious concern to many member govern- 
ments which profess great difficulty in meeting their financial obliga- 
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tions to the United Nations system, most of which are incurred 
United States dollars. 

(5) Although the collection of contributions to the United Nations 
has been very good, payments to the specialized agencies have been 
lagging so far behind that the work of these agencies is being seriously 
hampered. In the United Nations, all contributions due prior to 
1949 were paid in full as of November 15, 1950. For 1949, there was 
a balance due of $1,251,121.60, the bulk of which was owed by China. 
For 1950, there was, on Nov ember 15, 1950, a balance due of $6,- 
322,577.69 on total sranemenis of $34,197,085. During the latter 
part of December, however 531,152.65 was paid, leaving an unpaid 
balance of approximately 53, ch 461, the major portion of which is 
owed by China. 

(6) In the specialized agencies, as of August 31, 1950, approxi- 
mately 80 percent of outstanding contributions, due prior to 1950, 
had been paid. Contributions for 1950, however, have lagged. As 
of December 1, 1950, two of the agencies had received 59 and 
percent, respectively; and three others had collected in excess of 80 
percent. 

(7) Contributions to several of the specialized agencies are lagging 
behind because of difficulties encountered by member governments in 
obtaining dollars and because a number of the agencies have included 
in their contributions scales nations which have not joined, or had 
given notice of withdrawal from the organization, or had defaulted for 
other reasons. 

(8) In an effort to assist member nations in meeting their financial 
obligations to the United Nations, the Secretary General has arranged 
for the utilization of soft currencies where possible, and member gov- 
ernments have been invited to pay assessments in currencies other 
than United States dollars up to 22 percent of the budget of which 
15 percent is in Swiss francs and 7 percent in 10 other currencies. 

(9) In an attempt to meet this problem, the General Assembly has 
recommended to these agencies that they base their expenditures 
upon the amount of funds which they can reasonably expect to receive, 
rather than upon the amount needed to meet these budgets. 

(10) The United Nations maintains a working capital fund of 
$20,000,000 established initially by advances from member govern- 
ments, standing to their credit. Its purpose is to provide money 
needed to meet ordinary expenditures, pending receipt of contribu- 
tions from members and, under certain conditions, as a source of 
funds to meet unforeseen and extraordinary expenses which could not 
be anticipated in the regular budget. 


Too frequent a use of this fund has been made for purposes which 
could clearly have been anticipated and for which funds could have 
been provided in the budget. This practice deprives the General 
Assembly of an opportunity to exercise its judgment on whether 
funds should be appropriated for a particular purpose, since it is 
presented with an accomplished fact, the funds having been already 
committed or expended. Thus, when the Secretary General offers 
a supplementary estimate to reimburse the fund, in accordance with 
financial regulations, the General Assembly is virtually committed to 
appropriating supplemental funds for this purpose. Furthermore, 
when large amounts of the fund are used for these purposes, there is 
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danger that no funds will be available for the fund’s primary pur- 
poses—the financing of the Organization, pending receipt of contri- 
butions. 

With respect to auditing and internal control procedures, the sub- 
committee found: 

The United Nations and the specialized agencies have adopted 
procedures which provide for an external audit by independent public 
accountants or auditors, who operate in a manner similar to auditors 
who examine the books of private business concerns. 

The United Nations maintains a detailed and thorough system 
of internal control of finance, similar to that used by the United States 
Government, using the customary procedures of appropriation, allot- 
ment, encumbrance, and certification. 

With respect to programs, projects, and priorities, the sube ‘ommittee 
found: 

(1) The United Nations and the specialized agencies have under- 
taken a very large number of projects and programs, tending to result 
in a proliferation of projects, activities, meetings and conferences 
and not infrequently in a dispersion and dissipation of effort and 
resources. 

(2) During 1949, the United Nations and the specialized agencies 
undertook a combined total of 739 economic and social projects; 
— 1950, 723 such projects were under way. 

(3) The United Nations and the specialized agencies are engaged 
in in a variety of social and economic activities as to make any 
accurate or adequate classification virtually impossible. They may 
be broken down only into (a) technical, operational, or service activi- 
ties, including the organization of special conferences; (6) studies, 
surveys, and investigations, primarily of a research Sadenters and 
(c) activities which combine aspects of each. With respect to their 
nature, the projects may be classified only as involving economic 
questions, social questions, and general questions, the latter including 
on rights issues, statistical problems, ete. 

A considerable number of the projects undertaken by the United 
habia and the specialized agencies appear to be academic, rather 
than practical and might have been left more properly to national 
governments, research agencies, or to nongovernmental international 
organizations. In addition, many of the projects undertaken by the 
United Nations appear to belong within the orbit of the activities of 
the specialized agencies. 

(5) Some of the organs of the United Nations have become seriously 
concerned with respect to the number and range of projects and pro- 
grams undertaken, primarily because of the very considerable expenses 
involved in carrying them out. However, numerous resolutions 
adopted by the General Asse ambly requesting member governments to 
refrain from initiating new projects other than those which are urgently 
required and which can be effectively carried out, appear to have had 
only a limited effect. 

(6) Numerous resolutions, which have been adopted by the General 
Assembly urging the specialized agencies to intensify their efforts to 
stabilize their budgets by the elimination or deferment of less-urgent 
projects, appear to have had little or no effect, although there are 
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indications that the rate of increase of the budgets of many of these 
— is diminishing. 
) The proliferation and multiplicity of projects undertaken by the 
U nite .d Nations and the specialized agencies appear to be due largely 
to the inclination on the part of me amber governments to sponsor or 
champion pet projects without regard for their feasibility, urgency, 
value, or productivity, or whether ‘the »y duplicate existing projects mm 
whole or in part. This is further complicated by the fact that when 
the United Nations was created, no machinery was established for 
the determination of priorities. 

(8) In an effort to meet this problem, the Economic and Social 
Council recently developed tests or criteria to be applied in determin- 
ing whether or not any particular project or program should be under- 
taken. ‘The primary tests offered are (a) urgency; (6) feasibility; (c) 
scope; (d) preparation and coordination; and (e) results. 

(9) Although the criteria established are aie tory, it remains to 
be seen whether the y will prove effective. This will depend largely 
upon the degree of discipline and restraint-shown by representatives 
of individual governments and their ability to coordinate their own 
policy on a national level. It will also depend upon the ability of the 
Economic and Social Council and the General Assembly to imple- 
ment these criteria by constant review of proposed programs and proj- 
ects; instructions to the United Nations Secretariat; and recommenda- 
tions to the specialized agencies. 

With respect to personnel, the subcommittee found: 

(1) During 1950, the United Nations and 10 specialized agencies 
employed a combined total of approximately 9,790 persons in New 
York, Geneva, and other places throughout the world. Of this num- 
ber, 3,994 were employed by the United Nations and 5,798 were em- 
ployed by the 10 specialized agencies. With respect to the specialized 
agencies, the distribution was as follows: UNESCO, 785; ILO, 550; 
FAO, 660; ICAO, 425; WHO, 614; IRO, 1,805; UPU, 18; ITU, 86; 
International Bank, 400; International Monetary Fund, 455. 

(2) Staff costs in the United Nations and the specialized agencies 
generally account for between 60 and 70 percent of the total expendi- 
tures. In the United Nations, the relationship between total expendi- 
tures and staff costs was as follows: During 1947, of a total expenditure 
of $27,901,969, $18,699,499 was devoted to staff costs; during 1948 
of a total expe inditure of $38,387,531, $21,775,861 went to staff costs; 
during 1949, of a total expenditure of $42,575,368, $27,737,805 was 
devoted to staff costs; and during 1950, of a total expenditure of 
$44,520,773, the United Nations paid out $28,094,340 for staff costs. 

With respect to classification and salaries, the subcommittee found: 

(1) Prior to January 1, 1951, when a reorganization of the United 
Nations salary, classification, allowanc e, and leave system took place, 
salary scales ranged from an annual gross salary of $1,860 (grade 1) 
to an annual gross salary of $13,330 (grade 19). From grade 1 through 
grade 16, there were provisions for seven in-grade promotions; grade 17 
provided for six; grade 18 for four;and grade 19 for three. A separate 
schedule was set up for manual workers. As a result of the staff 
assessment plan, a system of internal taxation, net take-home pay, 
exclusive of allowances, ranged from $1,580 (grade 1) to $10,000 (grade 

19). The salaries of persons excluded from the classified system were 
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as follows: Secretary General, $20,000; Assistant Secretaries General, 
$13,500; and top-ranking Directors, $11,000. 

(2) Under the reorganized personnel system, effective January 1, 
1951, the United Nations Secretariat (excluding the Secretary General 
and the Assistant Secretaries General) was organized into three main 
categories: (a) general service category, with five levels; (6) profes- 
sional category, with five levels; and (c) principal officer and director 
category, with three levels. Separate salary tables were established 
for field service personnel and manual workers. 

(3) In the general service category, gross salary scales range from 
$2,230, the entrance level, to $4,250, the principal level. In the 
entrance level, provision is made for seven in-grade promotions; in 
the junior, intermediate, senior, and principal levels, there are eight 
in-grade promotions. In the professional category, gross salaries 
seales range from $4,250 for assistant officer, to $11,310 for senior 
officer. In the assistant officer level, provision is made for seven 
in-grade promotions; associate, second and first officers can receive 
nine in-grade promotions; and senior officers can receive eight in-grade 
promotions. In the professional officer and director category, gross 
salary scales range from $13,330 for principal officers, to $17,000 for 
principal directors. Provision is made for five in-grade promotions 
for principal officers, three for directors, and one for principal directors. 

(4) The Secretary General receives an annual gross salary of 
$33,000, supplemented by a $20,000 annual allowance, in lieu of all 
other allowances except travel, bringing his gross total to $53,000 per 
year. However, since his salary is subject to staff assessment plan 
deductions, his annual net salary amounts to $40,000. Assistant 
Secretaries General receive gross annual salaries of $23,000, equivalent 
to $15,000 after staff assessment plan deductions. 

With respect to staff allowances and benefits, the subcommittee 
found: 

(1) United Nations staff employees are presently receiving approxi- 
mately 11 different types of allowances in addition to miscellaneous 
travel allowances and 6 different types of welfare and insurance 
benefits. The allowances paid include (a) children’s allowance, (6) 
educition grant, (c) special post allowance, (d) language allowance, 
(e) repatriation grant, (f) rental allowance and subsidy, (g) repre- 
sentation allowance, (h) nonresident’s allowance, (7) home leave 
allowance, (7) indemnity upon termination, and (k) income-tax 
reimbursement for nationals of governments which do not exempt 
them from national income tax. It should be noted, however, that 
all United Nations staff employees do not receive all of these allow- 
ances, a number of which are alternative or designed for special cases. 

(2) Prior to January 1, 1951, United Nations staff employees 
received nine allowances. Under the reorganization, three allowances 
were discontinued and five new ones were added. 

(3) Travel allowances include (a) travel of staff members upon 
appointment, (6) travel of staff members on official business, (c) 
travel of staff members on change of official duty station, (d) travel of 
staff members on home leave, (e) travel of staff members upon separa- 
tion, (f) removal of staff members’ effects, (g) travel expenses of 
dependents, and (h) transportation of the remains of deceased staff 
members to their homes or official duty station. 
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(4) Staff benefits available to United Nations staff employees 
include (a) staff provident fund contributions, (4) staff pension fund 
contribution, (c) health insurance plan (medical and hospitalization 
insurance), (d) indemnity and compassionate payments, (e) work- 
man’s compensation insurance, and (f) group life insurance. 

(5) An annual representation allowance of $20,000 is paid to the 
Secretary General, in addition to his regular salary and in lieu of all 
other allowances except the travel allowances. Assistant Secretaries 
General receive representation allowances varying between $7,000 
and $10,000 per year, at the Secretary General’s discretion, and in 
lieu of all other allowances except travel allowances. At the discretion 
of the Secretary General, Principal Directors and Directors are 
authorized to receive representation allowances of $1,000 to $3,500, 
in the case of Principal Directors, and up to $1,500 in the case of 
Directors. These allowances, however, are in addition to all of the 
other allowances which they receive. 

(6) All United Nations staff members who are separated from the 
service under conditions other than summary dismissal, and who are 
not serving at an official duty station in their home country at the 
time of their separation receive a repatriation grant, depending upon 
the number of years away from their home countries and their depend- 
ency status. The payments run from 4 weeks’ salary for staff members 
without dependents, having more than 2 years of service, to 14 weeks’ 
salary for. those who have served more than 12 years. Persons having 
dependents receive double these amounts and the maximum payable 
is $2,500 for persons without dependents and $5,000 for those with 
dependents. 

(7) All United Nations staff members who are serving under tem- 
porary, indefinite appointments and who have comple ‘ted more than 
1 year of service receive, upon termination of their employment, pay- 
ments equal to from 1 to 8 months of salary, depe nding upon the 
length of service. However, those staff members whose appointments 
are terminated during their first year are not eligible for this allowance. 

(8) When traveling on official business, United Nations staff em- 
ployees receive the following allowances in lieu of subsistence, in 
addition to transportation costs; the Secretary-General, up to $25 
per day; Assistant Secretaries-General, up to $20 per day; Principal 
Directors, up to $15 per day; senior officers, down to and including 
second officers, $12.50 per day; and all others, $10 per day. 

(9) Whereas staff costs usually amount to between 60 and 70 percent 
of the total annual expenditures of the United Nations and the 
specialized agencies, allowances and benefits usually amount to be- 
tween 25 and 30 percent of the staff costs. 

With respect to personnel policies generally, the subcommittee 
found: 

(1) In connection with recruiting of personnel, too much emphasis 
is placed upon specialists and experts, resulting in a lack of flexibility 
within the staff, which, in turn, causes new work to be translated into 
requirements for extra staff. 

(2) Recruitment policies and procedures vary from agency to 
agency and between the United Nations and the specialized agencies, 
making difficult any transfer of personnel within the United Nations 
system to meet increased workloads. 
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(3) Reports have been received that political pressure has been 
brought upon the United Nations and the specialized agencies to hire 
various persons whose qualifications are often doubtful. Repre- 
sentatives of many member governments have undertaken to place 
retired civil servants or military and naval personnel in lucrative 
positions with the various agencies of the United Nations system. 
This practice constitutes a serious burden upon the administrative 
heads of the United Nations and the agencies. 

With respect to the problem of coordination, the subcommittee 
found: 

(1) Although there have been recent improvements, fully effective 
coordination between the United Nations and the specialized agencies 
and between the specialized agencies themselves is still to be attained 
with a view to eliminating and avoiding (a) a duplication of activities 
and services by the various international organizations, (6) the adop- 
tion of conflicting policies by the various agencies, (c) unduly heavy 
or unacceptable demands upon the financial and personnel resources 
of member governments, (d) the development of competition between 
the various organizations for funds, personnel, and projects, rather 
than the cooperation necessary and envisioned by the United Nations 
Charter, and (e) the development of an attitude of sovereignty and 
independence on the part of many of the specialized agencies. 

(2) The need for effectiv e coordination between the U nited Nations 
and the specialized agencies and between the specialized agencies 
themselves is particularly serious with respect to (a) national policy, 
(6) programs and projects, and (c) administrative and budgetary 
matters. 

(3) The lack of coordination with respect to national policy has 
given rise to the following situations: (a) two or more delegates of the 
same member government offer the same program or projects in the 
United Nations and in one or more of the specialized agencies, (6) 
representatives of the same member government takes different. posi- 
tions with respect to the same or a related matter before different 
bodies, (c) some governments request technical advice on the same 
or similar subjects from two or more agencies as well as from other 
bodies, and (d) two or more departments of the same government 
address requests for advice or services to the same agency. 

(4) Ineffective coordination with respect to programs and projects 
results, at times, in considerable duplication and overlapping between 
the programs undertaken by the United Nations and the agencies 
and between those undertaken by the agencies themselves. In some 
instances, several agencies undertake a task without adequate con- 
sultation or planning, each agency feeling that the particular operation 
is within its jurisdiction. As a result, “these agencies are using per- 
sonnel and funds to accomplish that which should have been under- 
taken by one. Another phase of the problem is found where several 
agencies consider a problem and each decides that it is within the 
jurisdiction of the other, with the result that none of them perform the 
work. 

(5) The lack of effective coordination with respect to administrative 
and budgetary matters has resulted in duplication of functions, activi- 
ries and services, accompanied by unnecessary and unwarranted ex- 
penditure of funds. Thus, the United Nations and each of the spe- 
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cialized agencies maintains its own independent fiscal and technical 
services, personnel arrangements, headquarters, pension plans, audit 
systems, and financial arrengements. 

(6) Centralization of the activities of the United Nations system 
has become impossible because the headquarters of the United Nations 
and the specialized agencies are dispersed throughout the world in six 
different countries, “Supporting these he adquarters are 53 central, 
regional, and branch offices, located in 9 cities in 8 countries in the 
Western Hemisphere; in 9 cities in 8 countries in Europe; in 2 cities in 
1 country in the Middle East; and in 6 cities in 4 countries in Africa, 
Asia, and the Far East. However, a large number of these offices are 
devoted to public information and liaison and would not be affected 
by headquarters centralization. 

(7) Attempts by the Secretary General to attract to the New York 
Headquarters those of the specialized agencies which were not per- 
manently located elsewhere have been met with resistance and lack of 
interest. Thus, recently, when the Food and Agricultural Organiza- 
tion had under consideration the offer of a $7,000,000 loan from the 
United States to finance a headquarters building either in the neigh- 
borhood of the United Nations site in New York, or at a site in Wash- 
ington, the Food and Agriculture Organization determined to move its 
headquarters to Rome. Had they decided on the New York location, 
they could have taken advantage of an offer made by the Secretary 
General of the United Nations to make five floors available at an ap- 
propriate cost until such time as permanent facilities could have been 
completed. To enable the move to Rome, the Organization borrowed 
$800,000 from the United Nations. 

(S) With respect to budgetary and financial coordination, the de- 
a structure of the United Nations system has resulted in 

ach specialized agency maintaining and determining its own budget, 
aot s and projects. ‘The General Assembly of the United Natons 
can only examine them and make recommendations which may be 
followed or ignored by the agencies, as they see fit. It can exercise no 
other control over the agencies. Although these recommendations 
do carry some weight, they are frequently not given the consideration 
to which they are entitled, 

(9) Written agreements between the specialized agencies and the 
United Nations, provided for by the Charter in an etfort to achieve 
coordination, have proved ineffectual and constitute nothing more than 
agreements to cooperate. 

(10) When the specialized agencies were canvassed with respect 
to the possibility of effecting a consolidated budget system under 
which their budgets would be included in, and voted together with, 
the budget of the United Nations, thus enabling effective over-all 
control, the agencies resisted strongly, taking refuge in the provisions 
of their agreements with the United Nations and in their constitutions, 
both of which stressed their sovereignty and independence. 

(11) Any change in the existing system, designed to give the United 
Nations control over the budgets of the specialized agencies, would 
require amendment of the constitutions of the speci: alized agencies. 
The agencies, however, have shown neither an interest in, nor a dis- 
position tow ard, the surrender of any of their “prerogativ es.” 

(12) Attempts have been made to secure effective administrative 
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coordination during the past 5 years, and some measure of progress 
has been made. ‘Thus, arrangements are under way to effect standard- 
ization of personnel regulations, recruitment procedures and joint 
audit and pension schemes. Efforts are also under w ay to enable 
those specialized agencies which are located in one city to coordinate 
their facilities and technical and administrative services. 

(13) Numerous attempts to secure effective coordination with 
respect to programs and projects and administrative and budgetary 
matters, during the past few vears, have involved such tremendous 
efforts by a myriad of United Nations committees and subcommittees, 
requiring so many hours of debate, mountains of documents, and 
resolutions, that coordination has become one of the major programs 
of the United Nations rather than a means to effect the objectives of 
the Charter. 

2. CONCLUSIONS 


Although the United Nations and the specialized agencies have to 
their credit substantial achievements, particularly in the economic 
and social fields, their operations, during the past 5 years, have suf- 
fered from (1) financial and budgetary problems, including increasing 
budgets and expenditures, lack of effective budgetary control and 
difficulties in the collection of contributions; (2) a proliferation of 
programs and projects undertaken, resulting from a tendency on the 
part of member governments to propose new projects and programs 
without regard to their relative cost and over-all merit; (3) duplica- 
tion and overlapping of functions and activities, resulting from the 
lack of adequate and effective coordination with respect to adminis- 
trative, personnel and budgetary matters, programs and policy; (4) 
personnel problems arising out of inadequate personnel policies, rising 
staff costs and in some instances, over-generous salary and allowance 
systems, as well as political pressures with respect to appointments; 
(5) a tendency on the part of the specialized agencies toward sover- 
eignty and independence; and (6) an ever-increasing drain on the 
financial and manpower resources of member governments, resulting 
from steadily increasing assessments to meet rising budgets, the main- 
tenance of missions and attendance at large numbers of meetings all 
over the world. 

These basic weaknesses and deficiencies, in the opinion of the sub- 
committee, stem directly or indirectly out of the decentralized struc- 
ture of the United Nations system and the political or human factors 
which are always present in government and administration at all 
levels. For these reasons, they have not been susceptible of correc- 
tion by the use of administrative techniques, although administrative 
action might be effective in correcting some of them. 

With respect to the structural problem, the United Nations has no 
control over either the programs or the budgets of the specialized 
agencies, each of which is an independent legal entity, having its own 
constitution, budget, differing membership, separate secretariat and 
special functions. In the opinion of the subcommittee, this de- 
centralization is one of the major causes of duplication and over- 
lapping of functions, activities and services; the proliferation of pro- 
grams and projects; the financial and budgetary problems; and the 
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consequent drain on the financial and manpower resources of member 
governments. 

With respect to the political problem, reference is made to the fact 
that the extent of the activities of the United Nations and the special- 
ized agencies, the consequent size of their respective budgets and the 
resulting financial drain on member governments, depend almost 
entirely upon the manner in which representatives of member govern- 
ments conduct themselves in the governing bodies of the various 
organs and agencies which comprise the United Ni itions system. If 
they continue to offer la irge numbers of uncoord linate d proje cts and 
programs without due regard for their urgency, merit, relative cost, 
benefit to the greatest number of people in the world and their re la- 
tionship to the objectives of the United Nations Charter, administra- 
tive, financial and other problems will continue to mount. If, on the 
other hand, they exercise due restraint and judgment in this respect, 
budgets can be stabilized and the financial obligations entailed in 
participation in the United Nations will remain at a level consonant 
with the ability of member governments to meet these obligations 

In the opinion of the subcommittee, if the United Nations and the 
specialized agencies are to continue to operate as effective forces for 
international cooperation, the following action is imperative: 

1) Budgetary and financial arrangements must be reorganized and 
strengthened so as to afford effective control over budgets and ex- 
penditures, enabling the budget process to achieve one of its principal 
objectives—management and control. Under existing practices in 
the United Nations, the budget document is reviewed ‘and examined 
by many different bodies, but controlled effectively by none. Ma- 
chinery must be established to enable effective control. 

(2) In order to facilitate effective budgetary control, it is necessary 
that project or performance budgets be adopted by the United Nations 
and the specialized agencies in place of the objects of expenditure 
budgets now in use. ‘This would enable an effective review of func- 
tional estimates and program justifications by showing the desirable 
magnitude of major programs or functions in terms of the need, 
relation to other programs, and proportion of total expenditures, all 
of which are matters of policy; and the degree of efficiency and econ- 
omy with which these programs can be executed. 

(3) Serious consideration must be given to the desirability of 
amending the constitutions of the specialized agencies so as to provide 
authority in the General Assembly to review and modify the budgets 
of the specialized agencies; to vote these budgets as part of an inte- 
grated, consolidated budget for the entire United Nations system; 
and to strike out items where necessary; 

(4) Budgets and expenditures of the United Nations and the 
specialized agencies must be stabilized at a level consistent with the 
effective accomplishment of necessary tasks, but within the means of 
the member governments, and without reaching proportions which 
will defeat the vital principal of universality of me mbership and 
participation by forcing member governments to withdraw for 
financial reasons; 

(5) Arrangements must be made for the use of soft currencies on a 
larger scale than hitherto, and independent sources of income must be 
found for the United Nations and the specialized agencies in order to 
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relieve member governments of their present heavy financial burdens. 
These sources might be developed by the performance of services for 
private business and educational concerns, or by obtaining private 
grants in support of some portions of their wor k; 

(6) Lagging contributions in the specialized agencies must be dis- 
couraged by the adoption of realistic budgets which permit the 
undertaking of only those projects for which funds can actually be 
anticipated, and by the suspension of defaulting member governments 
from the privileges of membership: 

(7) The use of the working-capital fund must be limited strictly to 
political and security matters which cannot be foreseen, and used only 
for those economic and social matters concerning which immediate 
action is imperative; 

) Machinery to determine priorities with respect to programs 
and projects must be strengthened immediately, if there is to be 
effective utilization of the financial and manpower resources at the 
disposal of the United Nations system, and if proliferation, duplica- 
tion, and multiplicity are to be avoided. Although criteria have 
been set up, no machinery has been provided for their application 
and enforcement; 

(9) Personnel policies and procedures must be revised with the 
major emphasis placed upon the recruitment of persons of high 
general education and intellectual qualifications, rather than special- 
ists and experts. This would serve to eliminate the present in- 
flexibility of the professional staff which necessitates the translation 
of all new work into requirements for new personnel. Experts should 
be retained, as needed, on a noncareer basis, except in those few 
highly technical fields where specialists are needed on a full-time 
basis; 

(10) A genuine career service must be built up, composed of persons 
whose character and ability are of the highest type and who will 
ultimately be able to meet the variety of situations which arise from 
day to day in the United Nations system. To effectuate this, an 
independent international civil service commission must be estab- 
lished which would set up uniform qualification standards, recruit- 
ment policies, competitive examinations, standard classification pat- 
terns and uniform salary and allowance scales. This would ensure 
the recruitment of persons having high qualifications which would 
enable them to transfer from one agency to another as workloads 
required. It would also enable the administrative heads of the 
United Nations and the specialized agencies to resist political pres- 
sures on them by member governments to hire certain favored 
personnel whose ability and qualifications do not measure up to the 
standards required; 

(11) The salary, allowance, and leave system of the United Nations 
should be revised in order to place it on a more economical and real- 
istic basis. At present, the various allowances paid to staff members 
of the United Nations and the specialized agencies bring their already 
high salaries considerably out of line with those paid to “United States 
nationals and nationals of other countries for similar work. The 
subcommittee realizes that it is necessary for the United Nations and 
the specialized agencies to attract the highest type of personnel for 
tasks which they must accomplish, and that such persons should not 
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be expected to suffer financial hardships or disadvantage. However, 
it is of the opinion that the allowances paid are excessive in some 
instances and unwarranted in others. Outstanding men and women 
are definitely needed if international organizations are to make a 
vital contribution to the solution of the complex and tremendously 
important problems which now confront the world. However, it 
hardly seems in order to offer them such extraordinary inducements, 
in view of the fact that their basic salaries are clearly ade quate and 
they have assurance, to some degree, of permanent p laces in a career 
service; 

(12) Immediate action is urgently required to correct inadequate 
processes of coordination which exist with respect to (1) national 
policy; (2) programs and projects; and (3) administrative, budgetary 
and financial matters. Administrative coordination can be accom- 
plished by the application of proper administrative techniques. Co- 
ordination of national policy can be achieved only by the member 
governments themselves at the seats of their respective governments. 
Project and program coordination and budgetary and financial co- 
ordination can be achieved only if the United Nations is given 
genuine control over the budgets and the programs of the specialized 
agencies, necessitating the amendment of the constitutions of these 
agencies. 

Of the 12 recommendations set forth above, the subcommittee 
believes that providing authority in the General Assembly to review 
and modify the budgets of the specialized agencies; to vote these 
budgets as part of an integrated, consolidated budget for the entire 
United Nations system; and to strike out items where necessary, would 
go a long way in eliminating many of the existing weaknesses and 
deficiencies which are causing waste, saesention, multiplicity, and 
dispersion of effort and resources. It would also enable a unified 
review of projects and their costs, thus affording to members of the 
United Nations and the specialized agencies an opportunity to 
determine, at one time and in one place, the extent of their financial 
obligations with respect to the United Nations syste m. Projects 
which duplicate other projects could be eliminated, real budgetary 
and program control could be instituted and cabatanaial economy 
achieved. 

The subcommittee is well aware of the objections which are made 
to any change in the status quo. Summed up, they are to the effect 
that (1) the constitutions of the specialized agencies would have to be 
amended so as to provide for a transfer of budget-making powers from 
the constituent assemblies of the agencies to the General Assembly 
of the United Nations; (2) changes would have to be made in the 
character of the General Assembly delegations; (3) the General 
Assembly would have to provide for lengthening its sessions, so as to 
afford it sufficient time to perform, at one time and place, the budget 
task now performed by the financial committees, governing bodies and 
conferences of the various individual agencies; and (4) a means would 
have to be found of overcoming the divergence of membership between 
the United Nations and the specialized agencies, since none of the 
agencies have as members all of the governments represented in the 
United Nations, and some of the agencies have as members, govern- 
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ments which do not belong to the United Nations and are therefore 
not represented in the General Assembly. 

The subcommittee is of the opinion that these objections are with- 
out merit. Since the majority of the member governments of the 
United Nations are also members of the specialized agencies, no 
sound reason appears to exist for their failure to amend the constitu- 
tions of these agencies. It is perfectly ridiculous for the very govern- 
ments which decry, in the General Assembly, the waste resulting 
from duplication, overlapping and lack of effective control, to argue, 
in the specialized agencies, that constitutional changes are difficult 
or virtually impossible. 

With respect to the other objections, necessary changes can be made 
in the character of the General Assembly delegations and provision 
can easily be made for lengthening the session of the Assemb ly. As 
for the problems presented by divergent membership in the United 
Nations and the specialized agencies, procedures can be worked out 
whereby the section of the budget relating to each specialized agency 
would be initially voted in the General Assembly only by those member 
governments which are members of that agency. Arrangements 
can also be worked out whereby members of specialized agencies 
which are not members of the United Nations would be able to debate 
and vote on the budgets of those specialized agencies to which they 
belong. Arrangements of this type between the International Labor 
Organization and the League of Nations proved to be entirely satis- 
factory. Finally, following such initial action on the budget of each 
agency, the consolidated budget of the United Nations and the 
agencies included therein could be approved by the General Assembly 
in plenary session. 

In the opinion of the subcommittee, these suggestions are all feasible. 
They continue to be opposed, however, by those who have vested 
interests either in the growth and independence of international 
organizations or in international secretariats, and in their zeal to 
protect these interests, they have tended to overlook the fact that 
the specialized agencies were created as a means whereby the provi- 
sions of the Charter of the United Nations, relative to economic and 
social cooperation, might be furthered, and not as an end in and of 
themselves. 

As a result of the intransigence and international lawlessness of 
Soviet Russia, the United Nations system has been unable to perform 
its political and security functions in the manner intended. It has, 
however, a number of very important tasks to perform in the economic 
and social fields and in other related areas. In fact, in the opinion 
of the subcommittee, the economic and social achievements of the 
United Nations system have more than justified its existence. 

The United Nations system is unable, at this time and as presently 
constituted, to preserve international peace and security. Therefore, 
member governments are compelled to devote a major portion of 
their financial and other resources to rearmament and to the conver- 
sion of their economies to enable them to meet the threat of Soviet 
aggression. This means that the amount of their financial resources 
which will be available in the future for participation in the United 
Nations and the specialized agencies is definitely limited. This leads 
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to the inevitable conclusion that if the United Nations system is to 
continue to function as a force for international cooperation, every 
effort must be made to guarantee that existing weaknesses and 
defects are remedied and its administrative and operational structure 
is so strengthened as to insure effective operations in the fields in 
which real achievement has been demonstrated. 
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*Not yet formally established. 


International Bank for Reconstruction and Vevelopment. 


International Monetary Fund. 
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Fund 
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APPENDIX B 


United States contributions and outlays to the United Nations, its specialized agencies, 
emergency relief projects, and other special activities, fiscal years 1946-50 


United States, fiscal year— 
Organization —_—_—__-—-— - ———_—_____—_——— 
1946 1947 1948 1949 1950 


A, PERMANENT ORGANIZATIONS 2 


United Nations : 3 $6,153,500 | 4 $9,495,347 $10, 949, 805 $13, 841, 032 $16, 601, 021 
Food and Agriculture Organization 625, 000 1, 250, 000 1, 250, 000 1, 250, 000 § 1, 250, 000 
International Civil Aviation Organ- 

ization 2 6119,160 | 8294 400 509, 278 498, 004 463, 979 
International Labor Organization 532, 639 487, 656 | 521, 697 71, 091, 739 848, 058 
International Telecommunication | 

Union 8, 215 59, 309 | 6, 983 58, 393 8 146, 311 
United Nations Educational, Scien- | 

tific and Cultural Organization ___- 9 3, 500, 385 3, 601, 424 2, 887, 173 
Universal Postal Union__...._._.__- 11 4, 899 1 5, 783 il 7, 025 8, 781 11 12, 056 
World Health Organization........_.}__ 1, 860, 884 | 1, 918, 220 

Subtotal RE ia acc atikenasiene) 7, 443, 413 | 11, 592, 495 16, 745, 173 22, 210, 257 | 24, 126, 818 


B. TEMPORARY ORGANIZATIONS AND 
EMERGENCY PROGRAMS 


International Refugee Organization ._|_...........}........--- 71, 024, 899 70, 643, 728 70, 447, 72¢ 
United Nations International Chil- 

dren’s Emergency Fund_.-----. : 
United Nations Relief for Palestine 

RS... -. Gsenheud a eo 8, 000, 000 12 8, 000, 000 
United cep ms Relief and Works 

Agency for Palestine Refugees in 

the Near East 


jheststettiebievescdmass 32, 795, 833 25, 491, 692 | 15, 356, 361 








a Tiinaeeede eee ad 13 2, 000, 000 
Internationa! Civil Aviation Organ- 
ization Joint Support Program ----}.........--- ve Si aa bee 385, 036 547, 939 
0 See eS eee SO a 103, 820, 732 104, 520, 456 96, 352, 029 
C. ADVANCES ON UNITED NATIONS 
BUILDING LOAN i ne ee peek i es “il, 465, 934 15 25, 6 





Grand total... ..-.-- nai 7, 443, 413 | 11, 592, 495 120, 565, 905 138, 196, 647 146, 154, 707 


1 Unless otherwise indi cated, United States participation in international organizations : listed has been 
financed from appropriations made or allocated tothe Department of State. Figures given include advances 
to working capital funds. 

2 Does not include the International Bank for Reconstruction and Development or the International 
Monetary Fund, which are financed by capital subscriptions from member governments and income from 
operations ri uther than by annual cc tributions. 

mi. Represents a United States advance to working capital fund which stands to the credit of the United 
States. 

4 Includes $1,824,500 as a United States advance to working capital fund which stands to the credit of the 
United States. 

’ The United States assessed contribution was $1,302,500, but the maximum amount authorized to be 
appropriated annually for payment of the United States contribution was $1,250,000 when the appropriation 
was approved. Public Law 806, 8ist Cong., approved Sept. 21, 1950, raised the limitation so as to permit 
an appre vriation of the full United States share. 

6 Represents United States contribution to the Provisional International Civil Aviation Organization. 

7 Includes $512,918 as United States advance to a working capital fund which stands to the credit of the 
United States. 

§ Figures are applicable to the ordinary budgets of the ITU for the calendar years 1949 and 1950. 

* Includes $440,300 as United States advance to working capital fund which stands to the credit of the 
United States. 

10 Includes $397,300 as United States advance to working capital fund which stands to the credit of the 
United States. 

11 United States participation financed from appropriations made to Post Office Department. 

#2 This figure is not an assessed percentage, since contributions to UNICEF are voluntary. Public Law 
472, 80th Cong., approved Apr. 3, 1948, as amended by Public Law 170, 8Ist Cong., approved July 14, 1949 
authorized the United States to contribute to UNICEF 72 percent of all Government contributions. 

18 An qgmount of $27,450,000 was appropriated for the fiscal year 1951 for voluntary contributions to 
UNRWA, This amount represented 50 percent of the estimated total cost of the program. The amount of 
$2,000,000 which was contributed during the fiscal year 1950 was contributed out of funds advanced by the 
Reconstruction Finance Corporation pending an appropriation by the Congress as authorized by Public 
Law 535, 8ist Cong., approved June 5, 1950. 

M4 Represents advances through June 30, 1949. 

18 Represents advances through June 30, 1950. 


SUMMARY FISCAL YEARS 1946-50 








Contributions to United Nations a i ae i nee hig i chattel $57,040, 705 
Contributions to permanent specialized agencies - _ -_- .--- 25,077, 451 
Contributions to temporary organizations and emergency ‘programs. : = 693, 217 
Advances on United Nations building loan... ...........- cbertbcdinindhbek : ; é i , 141, 794 

ia toe nad eihiannighion Cae Ree Anedes ete ckineebinmen Ree 423, 9 53, 167 


79729—51——_6 
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ApPpEeNpDIxX C 
Annual expenditures or appropriations of the United Nations and certain specialized 
agencies for the calendar years 1947, 1948, 1949, and 1950! 


Organization 1947 actual 1948 actual | 1949 actual 1950 appro- | Total, 4-year 




















expenditures | expenditures | expenditures priations | period 
United Nations : $27, 901, 969 $38, 387, 531 $42, 575,368 | 2 $44, 520, 773 $153, 385, 641 
PERMANENT SPECIALIZED 
AGENCIES 
UNESCO ; ; 6, 162, 826 a 7, 309, 997 8, 000, 000 28, 609, OSS 
ILO 3, 819, 276 4, 4,935, 933 6, 023, 526 18, O87, 369 
FAO . 4, 036, 862 4} 4, 654, 519 5. 000, 000 17, 865, 882 
ICAO? 1, 904, G88 22, 22 604,372 2, 937, 607 9, 799, 335 
WHO+4 4, 4,673, 165 7, 501, 500 16, 617, 539 
ITU } 1, 193, 303 i 22, 928, 687 1, 839, 070 7, 660, 103 
UPU 168, 609 | 297, 388 § 332, 964 1, 006, 596 
Total, permanent special- 
ized agencies 17, 285, 864 24, 221, 420 27, 403, 961 31, 634, 667 100, 545, 912 
EMERCENCY RELIEF AND OTHER 
SPECIAL ACTIVITIES 
IRO® 75, 675, 840 137, 167,476 145, 432, 118 358, 275. 434 
UNICEF , 815, 241 31, 479, 777 1, 857, 835 269, 253, 147 148, 406, 000 
United Nations Pregram for 
Relief of Palestine Ref s = 30, 200, 000 3, 700, 000 63, 900, 000 
ICAO joint support progr 77, 592 2, 985, 788 1 1,048, G00 4,111, 380 
Total emergency relief and other 
special activities 815, 241 107, 233, 209 217, 211,099 249, 433, 265 574, 692, 814 
Grand total__-- w 46, 003, O74 169, 842, 160 287, 190, 428 525, 588, 705 





{ licate gross expenditures or appropriations. Casual revenues received by 
some of the organizations are not reflected. 
2 Estimated or actual expenditure. 
ICAO operated on a fiscal year basis during 1946-47 and 1947-48 


! This chart 


} 


is designed to in 





‘WHO began operations in September 1948 Che figures given are from September to r 1948, 
and include repayment to the United Nations of a loan made to the Interim Committee 

5 Estimated appropriation. 

6 1RO commenced cperations on July 1, 1947, and operates on a fiseal-year basi Thus n 
are for fiscal years 1947-48, 1948-49, and 1949-50. it should be noted that the sum of $137,167 tuting 
actual expenditures of IRO during fiscal year 1948-49 includes $5,000,000 as a general provisiun for currenc 





i / 
devaluation subsequent to June 30, 1949, in terms of United States dollars, of currencies not freely con- 
vertible into United States dollars. 

During 1946 the United Nations and 6 of its specialized agencies expended a total of $28,310,107. This 
would bring the grand total spent by the United Nations and its specialized agencies to ap 








r nae le 

up cimately 

$857,000,000 during the first 5 years of its existence. The 1946 expenditures figures break down as follows 

United Nations, $19,399,000; Food and Agriculture Organization, $5,000,000; LLO, $2,715,306; ICA O, $996,972; 
TU, $82,000; UPU, $125,829. 


AprENDIx D (1) 
United Nations expenditures, 1947 


[By objects of expenditure] 
Group [. Meetings: 
Travel of delegates (General Assembly 
Travel of members (other than General Assembly) | 
Subsistence of members . | 
Salaries and travel of consultants and liaison representatives _ _ _ 1, 392 
Temporary assistance 586, 701 
Overtime and night differential. 54, 751 
Travel and subsistence of staff 506, OSO 
Local transportation 270, 396 
Contractual printing 603, SOS 
Rental and maintenance of premises 10, 697 
Utilities (light, heat, power, and water) 12, 104 
tental and maintenance of simultaneous interpretation equip- 
ment : bch 18, 347 
Rental and maintenance of equipment 15, 928 


$201, 537 


cease en 405, 829 
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United Nations expenditures, 1947—Continued 


Group I. Meetings—Continued 
Radio and telecommunication services___ $16, 804 
] 


Telephone services- oe 3, 830 
Telegraph, cable, and wireless communications 39, 972 
Postal services _ - 2 O85 
Freight, cartage, and express... 25, 927 
Loss on cafeteria operations __- 35, 771 
Insurance 13, 102 
Other supplies and contractual services 36, 677 
Total of group I, meetings. 2, 901, 738 
Group II. Personal services: 
Salaries, wages, and other pay items: 
Istablished posts . 12 24 1, 733 
Consultants 237, 791 
Temporary assistance S80, 241 
Overtime 330, 201 
Night differentia] 14, 55S 
Research project grants 25, 625 
Total... ; 13, 763, 149 
Recruitment, leave, and termination expenses: 
Travel and removal expenses of staff and dependents 521, 552 
Daily living allowances and installation grants 1, 311, 405 
Termination pay and commutation of annual leavi 287, 321 
Travel expenses of staif members and dependents on home 
leave. Pare 123, 482 
Potal_-- ts 2, 243, 760 
Staff benefits 
Reimbursement for national income taxation 673, O85 
R or allowances - LS4, ODS 
Local staff transportation 11, 977 
peer housing projects 55, 757 
( ‘ontributions, staff provident fund and staff pension fund 1, 182, 430 
I’xpatriation allowances 255, 514 
Children’s allowances, education grants and related travel 192, 352 
Contributions—medical and group life insurance 37, 787 
Indemnity, compassionate and ex gratia payments 1 667 
Workmen’s compensation 29, 000 
Ss eu 2 656. 637 


Staff welfare and training: 
Staff training oe 14. 591 
Interne training 


Staff recreation, health and welfare 21, 362 
85, 9 
. Total of group II, personnel - - - ~~ - ieee 3 18, 699, 499 


hakaabeess 








SO 


United Nations expenditures, 1947—-Continued 


Group I]I—General Services 
Travel: 
I ee a 


RELATIONS WITH INTERNATIONAL ORGANIZATIONS 


$286, 253 








Travel of members of administrative committees. __..._- 861 

NE oe ca mes pa eia me hess REWER Ds eedin 287, 114 

NN i caeecetees cae eo ei etaails RS ani pend 32, 239 
Total 


Communications: 
Telephone, telegraph, cable and wireless communications _ - 
Postal services 


Information services: 
Photographic and motion picture supplies and services - - - 
NTT NN he Dr ead 
Teletype and telecommunication services..........-..-- 
Newspapers and periodicals. __................-.....-- 
SUNT, OT MANE sah Siti none dosod aces bid ce aR 


Rental and maintenance of premises: 
Rental and maintenance of premises__-..............-- 
Utilities (light, heat, power, and water)_.............--- 


Rental and maintenance of premises and equipment 
Housing accommodations for the Secretary-General 


Stationery, office supplies, and other supplies: 
Stationery and office supplies-_-.~......................- 
Supplies for internal reproduction 


Contractual printing 


319, 353 


334, 514 
162, 117 





496, 691 


224, 261 
156, 611 
7, 972 
42, 992 
431, 836 


676, 281 
263, 210 
30, 101 
13, 199 
982, 791 








Rental and maintenance of furniture, fixtures, and office equip- 
ment: 
Rental and maintenance of furniture and fixtures__-_____- 13, 327 
Rental and maintenance of simultaneous interpretation 
RI tec a ee ee ete, 3 nc ae eared nto a mies 17, 286 
Rental and maintenance of other office equipment_ __~-__-- 33, 202 
NE re ae inci as alee eke 63, 815 
Rental, maintenance, and operation of transport..........-.-- 54, 977 
Freight, cartage, and express: 
Freight, cartage, and express (excluding air freight) -___--- 68, 001 
UNI Sia oe 8 es es re eS be a as aise ele 49, 947 
Total 117, 948 
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United Nations expenditures, 1947—Continued 
Group I1I—General Services—Continued 
Other supplies and services: 
NN I ge acca an a $44, 48( 
Rental and maintenance of ot! ler equipment 5 . 74, 027 
Cafeteria clearance account (losses on cafeteria operations 24, 229 
Miscellaneous supplies and contractual services_.._------ 252, 826 
Total a a a ed blac es ub aaa 395, 562 
Total of Group III, general services__....___--- : 4, O86, 477 
Group IV. Permanent equipment: 
Furniture, fixtures and office equipment: 
ES EE TE 189, 666 
Internal reproduction equipment ee EN oan 15, 877 
Simultaneous interpretation equipment_-_____---~- ae 172, 018 
ROP DINOS COUNIDIIONG Ko Sick ccm eon oonenin citonierel 89, 780 
Office furniture, fixtures and equipment. ‘ arcatas 29, 850 
I rans Re ea Le asec hg eet ep are Soar ar 197, 191 
Information services equipment: 
Photographic and motion picture equipment _- ----- fe 47, 588 
RRR ON i scisnnsis anisms ieee a. 48, 417 
Radio, photographic and motion picture equipme ass 20, 701 
a ea beri : 116, 706 
Library books, supplies and equipment: 
Library books, periodicals and maps--.-....----.------- 60, 777 
Library supplies and equipment--_.........-------- —e 28, 339 
TN oO ie eet LR Sse nt yh ad 89, 116 
RIN CL SOUT WON rs sn mn nnncaaduse nem 22, 837 
Other permanent equipment: 
Alterations and improvements to premises__......------ 350, 470 
Miscellaneous equinment.............<....4......<...s- 176, 092 
UN re fe ala Re 8 a a Nt a re a 526, 56 
Total of group IV, permanent equipment--_-_._..------ 1, 252, 412 
Group V. Special projects and activities: 
Advisory social welfare functions......................-..- 436, 288 
Total of Group V, special projects and activities___---- 436, 288 
Group Va. The International Court of Justice__..........----- _ 525, 555 
RE a See ete anaes cea cee 27 , 901, 969 
Serene, CORUS TOVANUE. 8 C8 wc cne ccna weaduneneeneaeccawe 444, 467 
TN os ee oranrmereahd 444, 467 
a a ed Oo ee 27, 457, 502 
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AppEeNnpIx D (2) 
United Nations expenditures, 1948 
[By objects of expenditure] 
Group I. Meetings: 
A. Annual conference (General Assembly): 
Travel and subsistence: 


for IR SA SSS ae) sts Meee Dyers ooo secak 


(ii) Staff 
(iii) Consultants and liaison representatives 
Temporary staff 
Local - ans pene 


C aaiameieed printing 
Premises and equipment 
All other services 


Total Pe ee 


B. Governing body, 
Travel and subsistence: 
(i) Members 

(ii) Staff- 


Local transportation 
Contractual printing 
Other items__-- 


Total 
Total, Group I 


Group II. Personal Services: 

Salaries, wages and other pay items: 
Established posts 
Consultants 
Temporary assistance 
Overtime 
Night differential , 
Reimbursement for national income 


taxation _- 


Recruitment and termination expenses: 


Travel and removal expenses of staff and ee 


Installation allowances and grants - : 
Termination pay and commutation of annual leave 


Staff benefits and allowances: 
Staff provident fund—staff pension fund_ 


ee 5, 172 


(iii) Consultants and liaison representatives_-__-- 


a 5 544 


WITH INTERNATIONAL ORGANIZATIONS 


$127, 613 
1, 158, 206 


308, 475 
29, 233 
", 454 
789 
54, 064 
431, 504 


Council and other organizational meetings - 


204, 084 
128 


19, 783 
3, 615 
83, 491 


y 645 


942 


J. 4 682, 
196, 

a, 707, 
: 168, 
ae 48, 
969, 


933 
637 
252 
583 
900 
655 
743, 960 
bs 474, 301 
: 290, 031 
ti 347, 243 


1, 224, 


575 


wd 1, 528, 938 


Children’s allowances, education grants and related travel_- 343, 687 
Expatriation allowances____..__.---- 6 ee AS 603, 047 
Rental allowances _ - _ - Se ae ™ ie ee 325, 245 
7eevel-en home bebe. seo cs ei ce Ud wales 855, 837 
Other (contributions, medical and ‘group life insurances, 

indemnity, compassionate and ex gratia payments, 

workmen’s compensation) ---..---------------- rglines 219, 180 


Staff training, health and welfare 


Total, Group II 


3, 875, 934 





44, 392 





aig ie Bic wh Si 
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United Nations expenditures, 1948S—Continued 


[By objects of expenditur 

Group III. General Services: 

Travel and transport 

Travel of members of administrative committees 

Hospitality 

Communication services 

Information services _ __ 

Information supplies and materials: 

i) Information supplies and services 


ii) Information services equipment 


tental and maintenance of premises 


ationerv and office supplies 


Contractual printing 
Rental and maintenance of furniture, fixtures and equipn 
Freight, eartage and ePYYpress 


Other supplies and services 


Total, Group TIT_- 


Group IV. Special Projects and Activities: 
Missions of investigation and inquiry 
Trusteeship visiting missions 
Other special projects and activities: Advisory Social Welfare 
Functions 


Total, Group IV. . 


Group IVa. International Court of Just 

Group V. Equipment Purchase: 
Furniture, fixtures, and office equipment 
Library books, periodicals, and maps 
Other equipme nt 


ice 


Total, group V 23 
Group VI. Property account: Alteration and improvements to 
leased premises 


Group VII. Other budgetary provisions: 
Special provision for liquidation of credits due to certain mem- 


ber States as a result of transfer of League of Nations assets 


83 


$286, 901 


11. 801 
18, 32 
590, 933 
144, 168 


127, 845 
1S. SO] 

1. O05, 645 
159, 965 
343, 769 


6, 329 


305. O19 
9 159 


17, 169 


1, 568, 821 


5, O90, SOS 
17, 840 
544, 909 

5. 683. 5 57 


596, 658 
1, 871 
, 416 
705 


511, 992 


93, 165 


to the United Nations______- i P 533, 767 
United Nations Appeal for Children_ _ _ —- 284, 266 
Loss on accounts receivable P 92. 65: 
Expenses of the United Nations Conference on Trade and Em- 

ployment borne by the United Nations (General Assembly 

resolution 244 (III))_- 3 : £ is 65, 849 

Total, group VII oe ge es Cee : . J 1, 676, 535 
eeeeee er ee ee ee Oe Tey SLE © 978 38, 387, 531 


Group VIII. Casual revenue: 
Estimated returns for services rendered to other agencies 
Sale of publications oer ae eee a eres 
Other. _- te = > 


Total, group VIII_-_--- 


Net total oe ae 37 


37, 624, 377 


763, 154 
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AppENpDIx D (3) 
United Nations expenditures, 1949 


[By object of expenditure} 
Group I. Meetings: 
A. Annual Conference (General Assembly): 
Travel and subsistence: 
TSE a AL a ee ne $157, 999 
(OE Ee eS Se ae ye pean 11, 667 
Temporary staff 230, 608 


Local transportation __.........- sa at Ra Bs 97, 995 
NI eet ite 688 
ee ae 511, 037 
RS RNONE NEE TIRING nn... ca hdc eps rece wg ses en Bini 76, 603 
I ae 106, 713 

aa a ea 1, 193, 310 


Second part of the third session of the General Assembly: 
B. Governing body, Council and other organizational meetings: 
Travel and subsistence: 


(i) Members 208, 661 


SR a Ne 146, 031 
(iii) Consultants and liaison representatives__.-__- 3, 423 
Fe id hh hat cae he erin lgee oh cin hte 41, 750 
ce UMN i i ein sk ge ec me mses er ees etn 31, 519 
re eat camandien ans 47, 398 
OI a etal es aa ea ata ee ae SS 478, 782 
I iia SR eR hat 2, 114, 747 
Group II. Personal services: 
Salaries, wages, and other pay items: 
I has Sees nkdncesich in dane 18, 914, 549 
UN a tenes co eien ARpmaines 313, 930 
TI ctieticenerntiindn aemehenperenogin bainnonices 1, 514, 569 
Overtime and night differential.______________________- 329, 530 
Reimbursement for national income taxation_...._...._-- 1, 169, 522 
ac i I a aN 22, 242, 100 
Recruitment and termination expenses: 
Travel and removal expenses of staff and dependents___-_- 471, 866 
Installation allowances and grants_..__......---.---.-. 190, 249 
Termination pay and commutation of annual leave -__-_--_- 245, 485 
Ns a ag Eg eC a eas 907, 600 
Staff benefits and allowances: 
Staff provident fund—staff pension fund___.___..------- 2, 462, 151 
Children’s allowances, education grants and related travel_ 383, 590 
PRISONS Foc Soe oe Sonic aeuione 596, 910 
In RII i oo ace ces ats gd parm etme niet 406, 741 
I RRR I oe oahu me wine aman acew > 542, 837 
Ree a a ae 1s ce wl ceca noetitbenei nied 125, 856 
NE baka CR tide stb, Micki wnsihia usted neg eeebones 4, 518, O85 
Staff training, health and welfare__._.........--------- 70, 020 


RINNE ao re ee eb ebes meas ‘ as 27, 737, 805 
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United Nations expenditures, 1949—Continued 


Group ITT. 


General services: 


Travel and transport__.....-_-- a se $363, 202 
Travel of members of administrative committe Se a aa 311 
NN ten ces =f WARE 14, 518 
Communications services Reet eek ee = 571, 236 
Information services, supplies and mate rials . Poa 711, 264 
Rental and maintenance of premises. -- ; Ec. oe 1, 004, 963 
tationery and office supplies nS oan Toe 195, 050 
Suppli es for internal reproduction wemee ae ‘ 421, 445 
Contractual printing ; 2 is : 1, 236, 190 
‘ental and maintenance of furniture, fixtures and equipment - 415, 84 
Freight, cartage and express~ : E : E 130, 669 
Other supplies and services. .....___~ : 2 ‘i 161, 807 
Total, group III Bee aS ‘ doe ate nels or he & 5, 246, 496 
Group IV. Special projects and activities: 
Missions of investigation and inquiry - -— —_- Loe a 5, 397, 701 
Trusteeship visiting missions__._..._....---- 7 ; 10, 919 
Other special projects and activities 
Junior-professional trainee program --------- or nt 
Bureau of Flood Control fe a ode een 38, $33 
Advisory social-welfare functions - — _- Be oe aie Oe 996, 013 
Technical assistance for economic development__-_------- 184, 010 
758, 856 
TSAI MONI oe ioe So 8 oc a atte waste oe We eae 6, 197, 476 
Appropriation of income from the library endowment fund (20, 127) 
Group IV-A. International Court of Justice............-...--.- 588, 512 
Group V. Equipment purchase: 
Furniture, fixtures and office equipment -- ; i 437, 747 
Library books, periodicals and maps 92, 969 
Other equipment - —-- L 7 108, 655 
Total, group V- Rie Ra a eg ? 639, 371 


Group VI. 


premises 


Property account: Alterations 


Group VII. Other budgetary provisions: 
United Nations appeal for children. ~ 
Loss on accounts receivable 

WOtAl OTOUD Vil. ince casas 
iavand 40tal_ on... u.cc. 


Group VIII. Casual revenue: 
Staff assessment plan 


Estimated returns for services rendered to othe r age encies 


Sale of publications _ -- 
Other _ 


Total, group VIIT_- 


Net total_____-_-- 


and improvements to 
bot 35, 403 


12, 911 

: 2, 647 

- mn a l ) 58 

itn - he 12, 575, 368 

25 3, 669, 336 

: 322, 337 

162, 245 

-- ; : 692, 024 
‘ ; 4, 845, 94 
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Aprenpix D (4) 
United Nations appropriations, 1950 


[By objects of expenditure] 
Group I. Meetings: 
Annual conference (General Assembly): 
Travel and subsistence: 


iD OE etc arawnn es ee ee $154, 140 
(ii) Stat...... Beale ge saiatn ate ae 13, 425 
Temporary staff_ “8 2 180, 200 
Local transportation a : 83, 360 
Supplies and materials_-—_—_...-----_-- : 10, 000 
Contractual printing aed Kes . 434, 500 
Premises and equipment__-- - -- . pina malities 60, 930 
ee NON iia sc cnuinnsacewcatnanad® 80, 600 
MRE rent ica i Enaise ae ss sg 1,017, 155 
B. Governing body, Council and other organizational meetings: 
Travel and subsistence: 
ee Oe ae Seer eae : ; 289, 140 
(ii) Staff — 108, 895 
(iii) Consultants and liaison representatives_ _-_-- - 9, 460 
Temporary staff : 2, 600 
Local transportaton_..._........----- we Ss bei 45,110 
Other items ba hatad ate activates Sab ies J wlan 53, 240 
i e . me 508, 445 
Total,.eroup 1......... SP oe — 1, 525, 600 
Group II. Personal services: 
Salaries, wages and other pay items: 
Teen ne ad musictanewneee 21, 009, 740 
i a Rrra tee eet 349, 700 
TOROPNY DEMMNNOS | .ccbarnincu we ccmiwaws ee 819, 560 
Overtime and night differential__.__...._....._--_- faeces 274, 200 
teimbursement for national income taxation_........... -_--- 3 
a celia wena 22, 453, 200 
Recruitment and termination expenses: 
Travel and removal expenses of staff and dependents-__--_-- 440, 318 
Installation allowances and grants........--.-.-------- 179, 180 
Termination pay and commutation of annual leave - - ---- 205, 000 
a a aE a ee re aia 824, 498 
Staff benefits and allowances: 
Staff provident fund—Staff pension fund_----_---- sane. ee 2TS, O62 
Children’s allowances, education grants, and related 
I a I ek a gs ieee 369, 700 
IR Od Gente asia a perenne 627, 080 
INUIT as 5 ata ti were wn Se 405, 400 
ee OO i cai tbannne ects acusen 964, 400 
DO. ince ee. tas bee lieoueens kelseee cud sek kes 182, 000 
re a ea a ee ok 4, 727, 542 
Staff training, health and welfare___......._....._----- 79, 100 
PUIG i cn ee eaenbunerekuemadaws’ 28, 094, 340 
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United Nations appropriations, 1950 


Group III. General services: 
Travel and transport 


nee $374, 680 


Travel of members of administrative committees 


iS aaa 18, 700 

Hospitality ete crn eh LE 20, 000 
IRIE ROC i i ee wcuteckencaca 577, 760 
Information services, supplies an 1 materials........-.----.-- 714, 360 
Rental and maintenance of NINE oo ees, So sauce” eee oye 00 
Stationery and office supplies EO ae Bote a : 195, 220 
Supplies for internal reproduction____-__- Oe Ch Sates 337 350 
Contractual printing......._._____- os Si ae ee )7, 200 
Rental and maintenance of furniture fixtures and equipment _- 457, 650 
rrewent, cartage.and express... ..........<<..--..- oA e. 1: 30) : 320 
Other supplies and services- - - ss cia UNE ie ah hae BE 130, $50 
aN AN a a 5, 396, 690 


Group IV. Special projects and activities: 
Missions of investigation and inquiry — - - - “ 3, 342, 700 
Trusteeship visiting mission 2, 400 
Other special projects and 


2nd ACtliVilies: 


Junior-professional trainee program 55, 000 
Bureau of Flood Control 79, 000 
Advisory social-welfare functions 610, 500 
Technical assistance for economic deve lopme nt 476, 990 
International Center for Training in Public Administra- 
tion 145, 000 
United Nations Field Service ars : 337, 000 
International regime for Jerusalem _-_ 8, 000, 000 
MEIN so Sai 3 ee 9, 703, 490 
Total, group | _ 7 ; ‘ 13, 128, 590 
Appropriation of income from the library endowment fund_-_-- (14, 000) 
Group IV-a. International Court of Justice 592, 115 


Group V. Equipment purchase: 
Furniture, fixtures, a office equipment--- - - 203, 560 


Library books, periodicals and maps- - - 74, 160 
Other equipment_ - " 74, 850 
Total, group V 2,970 
Group VI. Property account: Alterations and improvements to 
premises __ ics 18, 100 
Group VII. Other budgetary provisions: Special provision for 
liquidation of credits due to certain member states as a result of 
transfer of League of Nations assets to the United Nations 533, 768 
Grand total__-_-_- sage aa 19, 641, 773 
Group VIII. Casual revenue: 
Staff assessment plan 1 4, O88, 765 
Estimated returns for services rendered to other agencies 191, 400 
Sale of publications 225, 600 
Other - ; 614, 
Total, group VIII 3 15, 120, 290 


Net total. ..... a ‘ 44, 521, 483 


1 Includes $28,550, assessments on salaries and allowances of staff of the International Cy f Justice. 
This item was not included in the estimates of miscellaneous income approved by the General Assembly 
at its fourth session, See Resolution 356 (LV) 
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RELATIONS WITH INTERNATIONAL ORGANIZATION 


ApPpENDIXx D (5) 
Food and Agriculture Organization appropriations, 1950 


[By object] 
Group I. Meetings: 
Annual conference: 


Governing body, councils, and other organizational meetings: 
Honorarium of chairman 
Travel and subsistence: 

DN at iil oe 6 ts nnn thede wk tk eee 


DRT MB ne cei nceedntannnknendecnsncnien bas dee 
enn CR as cin wee ates eee oe 
External printing 


A RUNG. au cie ctee keen tae teas weak waanoe 
Group II. Personal services: 
ts» & Salaries, wages, and other pay items: 

Established posts 


Temporary assistance 
lls wie nase mets nt ea eps 
Reimbursement for national income taxation 
Estimated cost of staff assessment plan 


tecruitment and termination expenses: 


Travel and removal expenses of staff and dependents_----- 
Installation allowances 


Staff benefits and allowances: 
ee eS SRR ee ee oe A ea eme nanos 
Children’s and educational allowance 
a Tu MES) chs J Pa ee fo oe eS 
RN RNS 5 io a cc keamamnne en sa een ammanere 


Staff health and welfare (group health) 


Total, group IT 


Ss 


$22, 500 
1, 000 
23, 500 


5, 000 


500 
, 000 
, 000 
500 
500 
500 


», 000 


, 890 
, 500 
29, 400 
; 665 
, 000 
5, 970 
, 000 





3, 120, 425 








34, 180 
12, 750 
15, 000 
17, 000 


78, 930 


346, 825 
61, 840 
21, 000 
10, 550 


440, 215 


—S 


4, 290 





3, 643, 860 
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Food and Agricultural Organization appropriations, 1950—Continued 


P [By object] 
Group III. General services: 


89 


en hi cs nie - $395, 155 
Local transportation.................- : ac 5, 200 
Postal services_ _ - Re y 54, 300 
Telephone, telegraph, cable, and teletype_- : 7 19, 600 
Information services. __- Sree ae. 7 - 21, 500 
Rental of premises __ een Sees papeeee ies 261, O80 
Maintenance of premises- — - ae noe : ns 5, 850 
Utilities _ Berka ate see Pel , 5, 675 
Stationery and office supplies__..-.....----_-- 36, 800 
Supplies for internal reproduction____- sg take 26, 670 
External printing . 129, 685 
Maintenance of furniture, fixtures, and equipment : 9, 880 
Freight, cartage, and express____--_--—- ; ase b 11, 105 
Other supplies and services_ - _- : : 8, 675 
International civil service advisory board__- -- ; : 1, 500 
Legislative service (Rome)___-...._-.-------- 1, 225 
EE oc ceo anenewnena ee 1, 033, 900 
Group IV. Special projects and activities: Technical missions (ad 
memoriam) - - - - - - ieee iar tac ca i Ree cad ks ye cha ai 1, 000 
a a ae weal an eae Ore 1, 000 
Group V. Equipment purchase: 
Furniture, fixtures, and office equipment__-_-_--_- i 27, 150 
Library books, periodicals, and maps- -- --- 8, 955 
NE NIN, cg, wren ae es on 7, 500 
EE IN otc ca ete a gen =. 13, 605 
Group VI. Property account: Alterations and improvements to 
leased premises__- ; : am ie eho : 4, 500 
EN oe no a ee io a 4, 500 
Group VII. Other budgetary provisions: 
Prior financial year expenditures charged to current budget (ad 
memorium) ; : a . 10 
Provisions for new projects—contingencies and unforseen_- 101, 345 
RR MA MEE oo. hn eee una meowewaws ats 101, 355 
I as ale dl enacse a ae ee iene ae _ 5, 000, 000 
Group” VIII. Casual revenue: Sale of publications, interest on in- 
vestment, miscellaneous_ ----~- <b coaavasewacase a 30, 000 
Pn CNNSI en ee ee ea ene anuckwend anwc une 30, 000 
SRG pe ee eat a aes einen ama ae 4, 970, 000 
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ApPpENDIx D (6) 


International Civil Aviation Organization appropriations, 1950 


[By object] 
Group I. Meetings: 
Annual conference: 

Travel and subsistence, staff 
Temporary staff__ _- 
Supplies and materials - - - - -- 
Premises and equipment__-_-- 
All other services 


ie iaete epic $6, 000 
Sonik mek Getiiel 30, 000 
i acck oceeol cmeeivek tn - 7, 500 
. sitiga ae apart ai : 10, 000 
i ao i Gr iin De ean ae whi a wen ceicgn 20, 700 


74, 200 


Governing body, councils, and other organizational meetings: 
Travel and subsistence, members- _____ ~~~ ~~ ST 37, 800 
Temporary staff Pibet lanl eel : a gi a 30, 400 
I ee ee 15, 700 


83, 900 


he te es 


a cai alata sal 158, 100 


Group II. Personal services: 
Salaries and wages and pay items: 


Established posts_-.........-- Soke Ge Rar a eink se eect es ac aled . 1,520, 025 
I cD at 12, 100 
I eB El 13, 850 


1, 545, 975 
tecruitment and termination expenses: 


Travel and removal expenses of staff and dependents-__-_-_- - 79, 550 
Installation allowances and grants___....._.....-------- 13, 690 
ed i ae , 090 


95, 830 


Staff benefits and allowances: 


Staff provident fund, staff pension fund_ 215, 882 
Children’s allowances, education grants and related travel 25, 168 
Oe cis sae ie aoe carn co ers pian 28, 200 


a ae re ie ee 156, 090 
425, 340 


Staff training, health and welfare 


eich aac nla ch ve wi ab ici crea do mesa 3, 100 

as che a a hs 2, 070, 245 
Group III. General services: 

Travel and transport Sins Ace a Gs arin ear ines ets 80, 000 

a ree ee es. cts. os eigen sae mie regis wa 4, 900 


Communications services___.__-.----- sae ME Gt EEF 82, 500 
Sprentes SOONER. |... + ose ano cecce bal ccae teeta aot 5, 000 
Rental and maintenance of premises - - Cae TEER Baa N: ere 209, 562 
Stationery and office supplies Sle Sela eniski gk tn en aes acc en 15, 150 


Supplies for internal reproduction_-____-------- So cae a a 72, 450 
Contractual printing : . ss aes ee 99, 400 
Rental and maintenance of furniture, fixtures and equipment_ - 5, 500 


Freight, cartage, and express___- 


Re Snes 1, 200 
Other supplies and services - 


ee a Ae es Pe eee cite 43, 300 


a ee 618, 962 


Total, group III 
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International Civil Aviation Organization appropriations, 1950—Continued 


[By object) 
Group IV. Special projects and activities............_-_--_- 


Group V. Equipment purchase: + taka ae 


Furniture, fixtures, and office equipment_ -- 


etki saan ‘ $69, 400 
Other equipment 


sak di ea at eda oa he Saale aioe 0b a a ise 11, 990 
ee ee rec meine 81, 300 
Group VI. Property account__ ee ea pohoe db ce 
Group VII. Other budgetary provisions: Provisions for new proj- 
jects, contingencies, and unforeseen expenses - : 9, 000 


Total, group VII-_- 


Grand total 


000 


a a 7 ae _ 937, 607 
Group VIII. Casual revenue: 
Sale of publications___ a ae 30, 000 
iat Scena eas ~~ ed pipet ak ‘ 7, 000 
WME, MONS RENE 8. os concen baw ces . 127, 000 
Net total......... Be al a a Ta aa a el 810, 607 
AppeNnpIx D (7 
International Labor Organization appropriations, 1950 
[By object] 
Group I. Meetings: 
Annual conference: 
Travel and subsistence, staff _- Seis $26, 100 
Temporary staff : . . 37, 000 
Local transportation : eayiiiis ee 5, 500 
COMPACHUAl PTINGING.= . ... o.oo aes 116, 772 
Premises and equipment “a ; 5, 500 
All other services he > her 2 000 
193. 872 
Governing body, councils, and other organizational meetings 
Travel and subsistence: 
Members ” a eS ae A, . 503. 264 
Statf saci Sia elec cctataia 122, 954 
Temporary staff se 22, 500 
Contractual printing. ..........-.- " 38, 108 
Premises and equipment : 5, 140 
All other services_.......- sete : 14, 350 
706, 316 
I a Cr i cae ecm ad oe atl j 990, 188 
Less direct contributions by host country....-_.--- 22, 011 
I I aaa wines kite ceansins s 878, 177 
anes II. Personal Services: 
alaries and wages and other pay items: 
DRI ORE gee as woe bdwceseleus . , 727, 465 
a ea os ns ln aw ee 154, 673 
Temporary assistance. .............-.- ; 160, 480 
INN so Keita Wee adeeeac cw we pe ea 1, 400 
047,018 
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International Labor Organization appropriations, 1950—Continued 


[By object] 


Group II. Personal Service:—Continued 
Recruitment and termination expenses: 


Travel and removal expenses of staff and dependents 


Other 


Staff benefits and allowances: 


Staff provident fund—staff pension fund____- 
Children’s allowances, education grants and re lated travel_ 


Travel on home leave 


Staff training, health, and welfare__............-------- 


SOREL WURID Bhan cn k ncn ccccceccew sees eeeeise 


Group IIT. General services: 
Travel and senepeet be aaties apaiae apes os 


Hospitality - - - - ee le ad ae ioe 


Communication services 
Information services _ _-.- 


Contractual printing - -- 


Rentaland maintenance of furniture, fixtures, and equipment 


Freight, cartage and express - - - 


Other supplies and eetviess. . oo. kas weenie ws 
EE ON i kes coc ampncnedia pape ub inte 
Group IV. Special projects and activities___.........------------ 


IASI ote Orbe hewn Wie ee od anne 


Group V. Equipment purchase: 


Furniture, fixtures, and office equipment -_-__---_------ 
Library books, periodicals, and maps----.-.-....------------ 


RI NN a ho hincis uh pena nebulae eee 


Group VI. Property account: Land and buildings 
Total, group VI 


Group VII. Other budgetary provisions: 
Unpaid liability fund 
Reserve fund_-_-_---- 
Other 


A cic meain Toinimnhelbd idan li 


Grand total 


Group VIII. Casual revenue: Sale of publications. .......----.---- 
BU ROUTE WEEE aa nics earn cerns dui reb eck ake USneee 
NINE ae i gical rid engl Nae  chahisies ora Halen a wich mninden ms 


Rental and maintenance of premise es 
Stationery and office supplies___....--.----- 


5, 000 





29, 411 
, 700 


pant 


21, 316 
, 203 
82, 562 
8, 626 


, 107 
5, 090 


79, 926 


, 978 


5, 868 


sa 
old 


, 328 
, 966 
, 169 
, 140 


373 


, 000 


, 995 
, 394 


75, 000 


100 


», 000 
, 944 
, 500 


444 


6, 02 3, 526 
40, 000 


40, 000 


526 
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United Nations Educational, Scientific and Culturai Organization appropriations, 1950 


[By object] 
I. Meetings: 
nnual conference: 
Travel and subsistence, staff 
TT he sik ocala mameaemaweoen 
ia ee me sale senate 
a os a ii ni sagi diame wh mabedelel 
nnn on 22 Se bo 
Premises and equipment 
All other services 


aoep 


$105, 589 
66, 000 

1, 300 

1’ 900 

35, 800 
3, 800 
25, 850 








240, 239 


Governing body, councils and other organizational meetings: 


Travel and subsistence 


Teen a sis balk cise lalilininisa hecnimpeaune 
Group II. Personal services: 
Salaries, wages and other pay items: 

RNIN Sono cit ccs cc cecemnntllaviiien 
I ec aaa moe 
Temporary assistance 
a ee it onnawenwee 
a ak tn ii 
Research and other personal contract fees__.--....------ 
Reimbursement for national income taxation 


Recruitment and termination expenses: 
Travel and removal expenses of staff and dependents-_-_---- 
Installation allowances and grants.-............-------- 
Termination pay and computation of annual leave 


Staff benefits and allowances: 
Staff provident fund—staff pension fund_.........--.-.-- 
Children’s allowances, education grants and related travel - 
Expatriation allowances 
Travel on home leave 
Other 


Staff training, health and welfare 


RR) WTA oe cn cadens cau eadedaesdanbey 
nee III. General services: 
ravel and transport 


I ee titan cial m/w alae iin mea wie ms 
Communication I i a pt dl eee 


Stationery and office supplies _. ita 2 cal ae melanie Ui Od aa ee 
Supplies for internal reproduction 
Contractual printing Ne ee aE OE ara io tod, 
Rental and maintenance of furniture, fixtures and equipment-_- 
ett OREO. ONG ONINOND .. 6 os in acecneehuenncecwenenes 
Other supplies and services - - - 


Total, group III 


79729—51—— 7 


57, 417 
297, 656 





2, 951, 998 
, 500 
251 
000 
640 
, 313 
, 000 


, 702 


204 


179, 873 


387, 489 
75, 084 
250, 449 
= 027 
6, 500 


805 Dy 54: 9 


61, 996 


— 729, 120 


610, 186 
20, 226 
169, 750 
182, 586 
54, 785 
54, 081 
369, 032 
15, 977 
66, 086 
179, , 660 
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International Labor Organization appropriations, 1950—Continued 
[By object] 


Group ITI. Personal Service:—Continued 
Recruitment and termination expenses: 


Travel and removal expenses of staff and dependents_____- $129, 411 
RE Wee dbds batesccbkscpaccedactectaccascsacteee ids 1, 700 
131, 111 
Staff benefits and allowances: 
Staff provident fund—staff pension fund_ 521, 316 
Children’s allowances, education grants and related travel_ 84, 203 
Travel on home leave___-------- emia hae aatae aes. ae 182, 562 
OR nc ecancccaccncncodacuacsesncinssce te ert? 8, 626 
796, 707 
Stal teainine. health and welfare............000.20 0.2022... 5, 090 
ORR WONG Ba oni keke ene cicisnce a ‘intone 3, 979, 926 
Group IIT. General services: 
Travel and cen. es ean hea. aise na on eooe ook tpareesekl 139, 978 
Hospitality - WES chbkeackcanetectionwe ihnescnuwe enters 15, 868 
Communication services_.._.......------- 5 adds ica tanta 119, 577 
Information services _ - -~- DO i a oat Se ar 59, 328 
Rental and maintenance of premises le eke A Sa es 11 1, 966 
Stationery and office supplies..................---.---.- 52, 169 
Contractual printing - - : ois 239, 140 
Rentaland maintenance of furniture, fixtures, and equipment_ 13, 373 
Freight, cartage and express___________-- coh Mis 5, 000 
Other supplies and services. ........---..--.--- ges 31, 995 
Total. erounp TE. cnc. cccnccn 5 let a gees Site asene tLe. 791, 394 
Group IV. Special projects and activities__...........-...------- 75, 000 
MO BN Soe enwene nce Seek als ce Ve re hee 75, 000 
Group V. Equipment purchase: 
Furniture, fixtures, and office equipment_-.........--.----.--- 53, 533 
Library books, periodicals, and maps----....-..------------- 22, 952 
a NE I Ss TS aks meee 76, 485 
Group VI. Property account: Land and buildings. .........------ 100 
a ei anes ta be 5 100 
Group VII. Other budgetary provisions: 
I anes ee 6, 000 
SOR NO WN. i cn omswncinns abst SeealorwGs chelate ee 212, 944 
OI ee en tae ot ee oe ees Se. 3, 500 
Ii cn | sicin adh itis Ladin _ 222, 444 
SNE NINN SS, nl aoe Suu wicaecc ccna aaeiers Jeeee 6, 023, 526 
Group VIII. Casual revenue: Sale of publications. _......-...---- ” 40, 000 
RUN NOS WIE eco ocidecbcacwte cbse weaves 40, 000 
Net total 5, 928, 5 526 
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United Nations Educational, Scientific and Cultural Organization appropriations, 1950 


[By object) 
Grom I. Meetings: 
nnual conference: 
raeeree ermenenee, SION... nee c ness --~ 
Rn cee od cee ccccspeednwnsacdac 
es olla ehcndbnnnanenacane 
Supplies No oa ie a eae asa uae. 
ee ee ee 
ne oman ee sep. ppm ee 
Ail GONE DUNES ee cSoecccedccccccecccecswcsccnsde 


Governing body, councils and other organizational meetings: 
Ener Oi CN oo oc ct teck cn cseset elk 


ee oe ec ecemenee adeewues 


Group II. Personal services: 
Salaries, wages and other pay items: 
Pum NOI 3 mr ee case cseeddiwesiwdes 
I ici aicee 
ep aumietenee OS ee OF eck eels 
Ov ~ ae nk cn ecceneimatmeapaannnepeoceccecccccccenn 


Recruitment and termination expenses: 
Travel and removal expenses of staff and dependents-__-__-_- 
Installation allowances and grants__._..........-.--__-- 
Termination pay and computation of annual leave_______- 


Staff benefits and allowances: 
Staff provident fund—staff pension fund___.-..---.------ 
Children’s allowances, education grants and related travel - 
RE NINET ORIIRNIOU on enim awaneenanecenas 
Cr i A nt cian weruerwiesi 
Sere ne pees are ee oe a ew dw ab mad 


Staff training, health and welfare.......................-..- 
ea TONER Res So 52 ob oe hice cenn cnc ewoduneuebscabay 


Group III. General services: 
Pravel nT IIR gs he oa can enin en aed aweouaTe 
ee en wena aw cabmnaehabaewen ene 
IC ae es teenie ever c 
Rental and maintenance of premises. ___........-..--------- 
SUMPOnOTY BNC OlMed GUDDNGR. osc kooks ccs cccwnwe lin cnsécs 
puppies tor internal reproduction._........................- 
ee ene cudnunecmanwanawa 
Rental and maintenance of furniture, fixtures and equipment-_- 
nein UR, ORE GUTOR noc cece ccs ewncennce 
ptteer arpntnee AND OOTVIOOR. 5 8. once cc cncccwencseseus 


RT a eee neem 
79729—51—-— 7 





$105, 589 
66, 000 

1, 300 

1, 900 

35, 800 
3, 800 

25, 850 


240, 239 





57, 417 


297, 656 


2, 951, 998 
43, 500 
176, 251 
4, 000 

640 

480, 313 
25, 000 


3, , 681, 702 


157, 204 
22, 669 





179, 873 


387, 489 
75, 084 
250, 449 
86, 027 
6, 500 

_ 805, 549 


61, 996 


4, 729, 120 


610, 186 
20, 226 
169, 750 
182, 586 
54, 785 
54, 081 
369, 032 
15, 977 
66, 086 
179, 660 


1, 722, 369 
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United Nations Educational, Scientific and Cultural Organization appropriations, 


1950—Continued ; 
[By object] j 
Group IV. Special projects and activities..._................--.. $1, 168, 739 
1. 3 0, RE eae SG ia ae ata Nea aa esate 1, 168, 739 
Group V. Equipment purchase: - — nna aes 
Furniture, fixtures and office equipment_______..._..-______- 55, 756 
Library books, periodicals, and maps____-............---._-- 33, 610 
neo ae a eller aR ale 2, 750 
I I ge a Ao 92, 116 
Rn Rr UR UN nn nnn ccupeiipielak duce immune t© , a G 
Group VII. Other budgetary provisions__.___._____________- din eT ed reece 
NII eo ee asin tne a ENTER ESRI Nee +e 8, 010, 000 
Less: Contribution by the Government of Cuba to the Regional 
On i Latin Ameren... .........<...... a5 ie dale hrg Gcdieag aade 10, 000 
Total appropriation (per budget document)_._..__._.._...-_- 8, 000, 000 


AppeNpDIx D (9) 


World Health Organization appropriations, 1950 
[By object] 
Group I. Meetings: 
Annual conference: 
Travel and subsistence: 


aa he i sess highs sgls weve shes $47, 850 

Staff Sa ae a acl Saari ta De eth KE 34, 800 
Temnormcy g6eR x. .s666 -b- wciwes< i i a ld ae 28, 703 
Local transportation __-_-—-- easter bes abe oe ACSA 1, 500 
Supplies and materials _ - - -_- ee a eecat 36, 500 
Contractual printing 24, 625 
NaI ARINC UNORURRIIIOTNG ns i Si ew mem eed we Late copie 8, 600 


Pa Bt ie ie Shatin dm cidb<d ambi . 3, 000 
160, 278 


Governing body, councils, and other organizational meetings: 
Travel and subsistence: 


NNN 2c ho gd) Soe. Ba eae 29, 510 

Staff ‘ Be te hres See oe 32, 370 
Temporary staff__ ee ata eae Baie sli ie 3 Banca ad 6, 500 
Local transportation _- ; os ae Sere ae 800 
Supplies and materials. __....._---.---- a oa ge ce ele 22, 500 
Contractual printing . ee pe etree 8, 000 
Premises and equipment_____.-_-_----- ine Daag tactical 3, 900 


I a 8 a inn ws ns atic naeiil ale 3, 000 
106, 580 


NI i i i is an ne he alh nie re: bcceerialy 266, 858 





ene 
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World Health Organization appropriations, 1950—Continued 
[By object] 


Group II. Personal services: 
Salaries, wages and other pay items: 


Fatablished poste...............:.<... Des oe eile cae em ei ee 

i a i aes ta acer 159, 000 

Temporary assistance a a ag cM casita cones ah eg 3, 776 

Reimbursement for national income taxs ation ee tg La 28, 230 
a. ood, 


556 


Recruitment and termination expenses: 
Travel and removal expenses of staff and dependents-_---- 190, 372 
Installation allowances—grants - ee ena Seite 137, 786 


328, 158 
Staff benefits and allowances: 
Staff provident- -pension fund________-_--- y 443, 176 
Children’s allowances, education grants-related travel ___ 107, 435 
lixpiration allowances... .....2-...25.-.--..- ; 153, 690 
ee oie, mene SONG. 5c kn ee hw me eccweueen j 19, 542 
Other 


6, 500 


730, 343 


Staff training, health and welfare____._....______- A Se Se 29, 866 


Reels eroumelii. i. os. 5. TI A DN Re l 1,450, 923 


Group IIT. General services: 
Travel and a 
Hospit ality ease 
Communication services ’ 
Information service, supplies, ms terials 


bet at 
ere 
S 


tental and maintenance of premises . _ _- E 147, 123 
Stationery and office supplies 117, 742 
Contractual printing : 178, 200 

ental and maintenance of furniture, fixtures and equipment 2, 756 
Other supplies and services - - _ -_--- oe us 236, 583 
NE ICN Rs oo et ee bose aad Fae _ 1,499, 167 
Group IV. Special projects and activities. ___.____- De  cowecene.” Iperewaes 


tah sy hh pled a 
Group V. Equipment purchase: 
Furniture, fixtures and office equipment____._.._..._-.---_-- 168, 619 
Library books, periodicals and maps---__-.-.--------- me : 20, 000 
Other equipment 22, 400 


I ee eo ten Camnacenencace 211, 019 


NE oko ele se Cert ee ee ge ee da ert 7, 501, 500 
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APPENDIX E 


FINANCIAL REGULATIONS ADOPTED BY THE GENERAL ASSEMBLY ON NOVEMBER 
16, 1950 


ARTICLE I, APPLICABILITY 


1.1 These regulations shall govern the financial administration of the United 
Nations, including the International Court of Justice. 


ARTICLE II. THE FINANCIAL YEAR 


2.1 The financial year shall be the period 1 January through 31 December. 


ARTICLE III. THE BUDGET 


3.1 The annual budget estimates shall be prepared by the Secretary-General. 

3.2 The estimates shall cover income and expenditures for the financial year 
to which they relate, and shall be presented in US dollars. 

3.3 The annual budget estimates shall be divided into parts, section, chapters, 
and articles, and shall be accompanied by such information annexes and explana- 
tory statements as may be requested by, or on behalf of the General Assembly, 
and such further annexes or statements as the Secretary-General may deem 
necessary and useful. 

3.4 The Secretary-General shall submit to the regular session of the General 
Assembly budget estimates for the following financial year. The estimates shall 
be transmitted to all Member States at least five weeks prior to the opening of the 
regular session of the General Assembly. 

3.5 The Secretary-General shall, at least twelve weeks prior to the opening of 
the regular session of the General Assembly, submit the estimates to the Advisory 
Committee on Administrative and Budgetary Questions (hereinafter referred to 
as the ‘‘Advisory Committee’) for examination. 

3.6 The Advisory Committee shall prepare a report to the General Assembly 
on the estimates submitted by the Secretary-General. This report shall be trans- 
mitted to all member states at the same time as the estimates. 

3.7 The budget for the following financial year shall be adopted by the General 
Assembly after consideration and report on the estimates by the Administrative 
and Budgetary Committee of the Assembly. 

3.8 Supplementary estimates may be submitted by the Secretary-General 
whenever necessary. 

3.9 The Secretary-General shall prepare supplementary estimates in a form 
consistent with the annual estimates and shall submit such estimates to the General 
Assembly. The Advisory Committee shall reyiew such estimates and report 
thereon. 

ARTICLE IV. APPROPRIATIONS 


4.1. The appropriations voted by the General Assembly shall constitute an 
authorization to the Secretary-General to incur obligations and make payments 
for the purposes for which the appropriations were voted and up to the amounts 
80 voted. 

4.2 Appropriations shall be available for obligation during the financial year 
to which they relate. 

4.3 Appropriations shall remain availabie for twelve months following the end 
of the financial year to which they relate to the extent that they are required to 
discharge obligations in respect of goods supplied and services rendered in the 
financial year and to liquidate any other outstanding legal obligation of the year. 
The balance of the appropriations shall be surrendered. 

4.4 At the end of the twelve-month period provided in regulation 4.3 above, the 
then remaining balance of any appropriations retained will be surrendered. Any 
unliquidated prior-year obligations shall at that time be canceled or, where the 
obligation remains a valid charge, transferred as an obligation against current 
appropriations. 


4.5 No transfer between appropriation sections may be made without authori- 
zation by the General Assembly. 


eee 


CEE TE 





RELATIONS WITH INTERNATIONAL ORGANIZATIONS 97 


ARTICLE V. PROVISION OF FUNDS 


5.1 The appropriations, subject to the adjustments effected in accordance 
with the provisions of regulation 5.2, shall be financed by contributions from 
Member States, according to the scale of assessments determined by the General 
Assembly. Pending the receipt of such contributions, the appropriations may be 
financed from the Working Capital Fund. 

5.2 In the assessment of the contributions of Member States, adjustments 
shall be made to the amount of the appropriations approved by the General 
Assembly for the following financial year in respect of— 

(a) Supplementary appropriations for which contributions have not 
previously been assessed on Member States. 

(6) Miscellaneous income for which credits have not previously been taken 
into account, and any adjustments in estimated miscellaneous income pre- 
viously taken into account. 

(c) Contributions resulting from the assessment of new Member States 
under the provisions of regulation 5.8. 

(d) Any balance of the appropriations surrendered under regulations 4.3 
and 4.4, 

5.3 After the General Assembly has adopted the budget and determined the 
amount of the Working Capital Fund, the Secretary-General shall— 

(a) Transmit the relevant documents to Member States. 

(b) Inform Member States of their commitments in respect of annual 
contributions and advances to the Working Capital Fund 

(c) Request them to remit their contributions and advances. 

5.4. Contributions and advances shall be considered as due and payable in full 
within 30 days of the receipt of the communication of the Secretary-General 
referred to in regulation 5.3 above, or as of the first day of the financial year to 
which they relate, whichever is the later. As of 1 January of the following financial 
year, the unpaid balance of such contributions and advances shall be considered 
to be one year in arrears. 

5.5 Annual contributions and advances to the Working Capital Fund of the 
United Nations shall be assessed and paid in US dollars. 

5.6 Payments made by a Member State shall be credited first to the Working 
Capital Fund and then to the contributions due in the order in which the Member 
was assessed. 

5.7 The Secretary-General shall submit to the regular session of the General 
Assembly a report on the collection of contributions and advances to the Working 
Capital Fund. 

5.8 New Members shall be required to make a contribution for the year in 
which they become Members and to provide thei: proportion of the total advances 
to the Working Capital Fund at rates to be determined by the General Assembly. 

5.9 States which are not members of the United Nations but which become 
parties to the Statute of the International Court of Justice or treaty bodies 
financed from United Nations appropriations shall contribute to the estimated 
expenses of such bodies at rates to be determined by the General Assembly. 
Such contributions shall be taken into account as miscellaneous income. 


ARTICLE VI. FUNDS 


6.1 There shall be established a General Fund for the purpose of accounting 
for the expenditures of the Organization. The contributions paid by Member 
States under regulation 5.1, miscellaneous income, and any advances made from 
the Working Capital Fund to finance general expenditures shall be credited to the 
General Fund. 

6.2 There shall be established a Working Capital Fund in an amount and for 
purposes to be determined from time to time by the General Assembly. The 
source of moneys of the Working Capital Fund shall be advances from Member 
States, and these advances, made in accordance with the scale of assessments as 
determined by the General Assembly for the apportionment of the expenses of the 
United Nations, shall be carried to the credit of the Member States which have 
made such advances. 

6.3 Advances made from the Working Capital Fund to finance budgetary 
appropriations during a financial year shall be reimbursed to the Fund as soon as 
and to the extent that income is available for that purpose. 

6.4. Except when such advances are recoverable from some other source, 
advances made from the Working Capital Fund for unforeseen and extraordinary 
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expenses or other authorized purposes shall be reimbursed through the sub- 
mission of supplementary estimates. 


6.5 Income derived from investments of the Working Capital Fund shall be 
credited to miscellaneous income. 

6.6 Trust funds, Reserve and Special Accounts may be established by the 
Secretary-General and shall be reported to the Advisory Committee. 

6.7 The purpose and limits of each Trust Fund, Reserve and Special Account 
shall be clearly defined by the appropriate authority. Unless otherwise provided 
by the General Assembly, such Funds and Accounts shall be administered in 
accordance with the present Regulations. 


ARTICLE VII. OTHER INCOME 


7.1 All other income, except— 
(a) Contributions to the budget; 
(b) Direct refunds of expenditures made during the financial year; and 
(c) Advances or deposits to Funds, 
shall be classed as miscellaneous income, for credit to the General Fund. 

7.2 Voluntary contributions, whether or not in cash, may be accepted by the 
Secretary-General, provided that the purposes for which the contribution is made 
are consistent with the policies, aims and activities of the Organization, and 
provided that the acceptance of such contributions which directly or indirectly 
involve additional financial liability for the Organization shall require the consent 
of the appropriate authority. 

7.3. Moneys accepted for purposes specified by the donor shall be treated as 
Trust Funds or Special Accounts under regulations 6.6 and 6.7. 

7.4 Moneys accepted in respect of which no purpose is specified shall be treated 
as miscellaneous income and reported as “‘gifts’’ in the annual accounts. 


ARTICLE VIII. CUSTODY OF FUNDS 


8.1 The Secretary-General shall designate the bank or banks in which the 
funds of the Organization shall be kept. 


ARTICLE IX. INVESTMENT OF FUNDS 


9.1 The Secretary-General may make short-term investments of moneys not 
needed for immediate requirements and shall inform the Advisory Committee 
periodically of such investments which he has made. 

9.2 The Secretary-General may make long-term investments of moneys stand- 
ing to the credit of Trust Funds, Reserve and Special Accounts as may be pro- 
vided by the appropriate authority in respect of each such Fund or Account. 

9.3. Income derived from investments shall be credited as provided in the 
rules relating to each Fund or Account. 


ARTICLE X. INTERNAL CONTROL 


10.1 The Secretary-General shall— 

(a) Establish detailed financial rules and procedures in order to insure 
effective financial administration and the exercise of economy; 

(b) Cause all payments to be made on the basis of supporting vouchers 
and other documents which ensure that the services or goods have been 
received, and that payments have not previously been made; 

(c) Designate the officers who may receive moneys, incur obligations, and 
make payments on behalf of the Organization: 

(d) Maintain an internal financial control which shall provide for an effec- 
tive current examination and/or review of financial transactions in order to 
insure— 

(i) The regularity of the receipt, custody, and disposal of all funds 
and other financial resources of the Organization. 

(ii) The conformity of obligations and expenditures with the appro- 
priations or other financial provision voted by the General Assembly, 
or with the purposes and rules relating to Trust Funds and Special 
Aécounts. 

(iii) —The economic use of the resources of the Organization. 

10.2 No obligations shall be incurred until allotments or other appropriate 
— have been made in writing under the authority of the Secretary- 
eneral. 
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10.3. The Secretary-General may make such ex gratia payments as he deems 
to be necessary in the interests of the Organization, provided that a statement 
of such payments shall be submitted to the General Assembly with the annual 
accounts, 

10.4 The Secretary-General may, after full investigation, authorize the writing 
off of losses of cash, stores, and other assets, provided that a statement of all such 
amounés written off shall be submitted to the Auditors with the annual accounts. 

10.5 Tenders for equipment, supplies, and other requirements shall be invited 
by advertisement, except where the Secretary-General deems that, in the interests 
of the Organization, a departure from the rule is desirable. 


ARTICLE XI. THE ACCOUNTS 


11.1 The Secretarv-General shall maintain such accounting records as are 
necessary and shall submit annual accounts showing for the financial year to 
which they relate— 

(a) The income and expenditures of all Funds. 
(b) The status of appropriations, including— 
(i) The original budget appropriations. 
(ii) The appropriations as modified by any transfers. 
(iii) The amounts charged against those appropriations and/or other 
credits. 
(c) The assets and liabilities of the Organization. 
He shall also give such other information as may be appropriate to indicate the 
current financial position of the Organization. 

11.2 The annual accounts of the Organization shall be presented in US 
dollars. Accounting records may, however, be kept in such currency or cur- 
rencies as the Secretary-General may deem necessary. 

11.3 Appropriate separate accounts shall be maintained for all Trust Funds, 
Reserve na Special Accounts. 

11.4 The annual accounts shall be submitted by the Secretary-General to the 
Board of Auditors not later than 31 March following the end of the financial year. 


ARTICLE XII. EXTERNAL AUDIT 


12.1 Subject to any special direction of the General Assembly, each audit 
which the Board of Auditors established under resolution (74) (I) is required to 
make shall be conducted in accordance with the principles set out in the annex 
to the present regulations. 

12.2 At the commencement of each financial year the Board of Auditors and 
the Advisory Committee shall be notified as to the sum provided to defray the 
cost of audit of each trust fund, reserve and special account to be performed by 
the Board during the year. Thereupon, the Board shall consult the Advisory 
Committee relative to the scope of the several audits to be made by the Board. 

12.3 The Board of Auditors may allocate, subject to the concurrence of the 
Advisory Committee, the audit work among the members of the Board: Provided, 
That two members shall jointly certify the annual accounts submitted by the 
Secretary-General in accordance with the provisions of article XI, 11.4. 

12.4 Whenever any financial statement is certified by only one member of the 
Board of Auditors, there shail be associated therewith a certificate of another 
member of the Board to the effect that the audit program had been approved 
by the Board and that all special instructions given by the Board to the member 
were carried out. 

12.5 Whenever it is necessary to make a local or special examination, the 
Board of Auditors may, subject to the budgetary provision for the audit concerned, 
arrange for the services of any national Auditor-General (or equivalent title) who 
is eligible to be appointed to the membership of the Board or of commercial 
public auditors of known repute. 


ARTICLE XIII. RESOLUTIONS INVOLVING EXPENDITURES 


13.1 No council, commission, or other competent body shall take a decision 
involving expenditure unless it has before it a report from the Secretary-General 
on the administrative and financial implications of the proposal. 

13.2 Where, in the opinion of the Secretary-General, the proposed expenditure 
cannot be made from the existing appropriations, it shall not be incurred until 
the General Assembly has made the necessary appropriations, unless the Secre- 
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tary-General certifies that provision can be made under the conditions of the 
resolution of the General Assembly relating to unforeseen and extraordinary 
expenses. 


ARTICLE XIV. GENERAL PROVISIONS 


14.1 These regulations shall be effective as of the date of their approval by 
the General Assembly, and may be amended only by the General Assembly. 


ARTICLE XV. SPECIAL PROVISIONS 


15.1 The estimates of the International Court of Justice shall be prepared by 
the Court, in consultation with the Secretary-General. These estimates shall be 
submitted to the General Assembly by the Secretary-General, together with such 
observations as he may deem desirable. 


ANNEX TO THE FINANCIAL REGULATIONS— PRINCIPLES TO GOVERN THE 


AUDIT 
PROCEDURES OF THE UNITED NATIONS 


1. The Board of Auditors shall perform an audit of the accounts of the United 
Nations, including all Trust and Special Accounts, as it may deem necessary in 
order to certify— 


(a) That the financial statements are in accord with the books and records 
of the Organization. 

(b) That the financial transactions reflected in the statements have been 
in accordance with the rules and regulations, the budgetary provisions, and 
other applicable directives. 

(c). That the securities and moneys on deposit and on hand have been 
verified by certificate received direct from the Organization’s depositories 
or by actual count. 

2. Subject to the provisions of the Financial Regulations, the Board of Auditors 
shall be the sole judge as to the acceptance in whole or in part of certifications by 
the Secretariat and may proceed to such detailed examination and verification as 
it chooses of all financial records, including those relating to supplies and equip- 
ment. 

3. The Board of Auditors may affirm by test the reliability of the internal 
audit, and may make such reports with respect thereto, as the Board may deem 
necessary, to the General Assembly or to the Advisory Committee on Adminis- 
trative and Budgetary Questions, or to the Secretary General. 

4. The several members of the Board and staff working under its direction shall 
subscribe to such oath as may be approved by the Advisory Committee on Ad- 
ministrative and Budgetary Questions. Thereupon the members of the Board 
and its staff shall have free access at all convenient times to all books of account 
and records which are, in the opinion of the Board, necessary for the performance 
of the audit. Information classified as confidential in the records of the Secre- 
tariat, and which is required by the Board for the purposes of the audit, shall be 
made available on application to the Assistant Secretary General for Adminis- 
trative and Financial Services. In the event that the Board is of the opinion 
that a duty rests on it to draw to the attention of the General Assembly any 
matter respecting which all or part of the documentation is classified as confiden- 
tial, direct quotation should be avoided. 

5. The Board of Auditors, in addition to certifying the accounts, may make 
such observations as it may deem necessary with respect to the efficiency of the 
financial procedures, the accounting system, the internal financial controls and, 
in general, the financial consequences of administrative practices. 

6. In no case, however, shall the Board of Auditors include criticism in its 
audit report without first affording the Secretariat an opportunity of explanation 
to the Board of the matter under observation. Audit objections to any items 
arising during the examination of the accounts shall be immediately communicated 
to the Assistant Secretary General for Administrative and Financial Services. 

7. The Board of Auditors shall prepare a report on the accounts certified, in 
which it should mention— 


(a) The extent and character of its examination of any important changes 
therein. 


(b) Matters affecting the completeness or accuracy of the accounts, such as: 
(i) Information necessary to the correct interpretation of the account. 
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(ii) Any amounts which ought to have been received but which have 
not been brought to account. 

(iii) Expenditures not properly substantiated. 

(c) Other matters which should be brought to the notice of the General 
Assembly, such as: 

(i) Cases of fraud or presumptive fraud. 

(ii) Wasteful or improper expenditure of United Nations’ money or 
other assets (notwithstanding that the accounting for the transactions 
may be correct). 

(iii) Expenditure likely to commit the United Nations to further outlay 
on a large scale. 

(iv) Any defect in the general system or detailed regulations governing 
the control of receipts and expenditure, or of supplies and equipment. 

(v) Expenditure not in accordance with the intention of the General 
Assembly, after making allowance for duly authorized transfers within 
the budget. 

(vi) Expenditure in excess of appropriations as amended by duly author- 
ized transfers within the budget. 

(vii) Expenditure notin conformity with the authority which governsit. 

(d) The accuracy or otherwise of the supplies and equipment records as 
determined by stock-taking and examination of the records. 

In addition, the reports may contain reference to: 

(e) Transactions accounted for in a previous year, concerning which 
further information has been obtained, or transactions in a later year con- 
cerning which it seems desirable that the General Assembly should have 
early knowledge. 

8. The Board of Auditors, or such of their officers as they may designate, shall 
certify the financial statements in the following terms: “The financial statements 
of the United Nations for the financial year ended 31 December ——, have been 
examined in accordance with our directions. We have obtained all the informa- 
tion and explanations that we have required, and we certify, as a result of the 
audit, that, in our opinion, the financial statements are correct,” adding, should 
it be necessary, ‘‘subject to the observations in our report.” 

9. The Board of Auditors shall have no power to disallow items in the accounts, 
but shall draw to the attention of the Secretary General for appropriate action 
any transaction concerning which it entertains doubt as to legality or propriety. 

10. A representative of the Board of Auditors shall be present when the Board’s 
report is being considered by the General Assembly. 


ndinndeiaials 
APPENDIX F 
Unitep Nations BupGEetT APPROPRIATIONS FOR THE FINANCIAL YEAR 1950! 


The General Assembly resolves that for the financial year 1950— 
1. An amount of U. 8. $49,641,773 is hereby appropriated for the following 
purposes: 
A. UNITED NATIONS 


Part I. Sessions of the General Assembly, the Councils, Com- 
missions, and Committees: 


Section Dollars US Dollars US 
1. The General Assembly and commissions and com- 
mostbeos thereot......<4<......-... tiergatie cht tena - 1,325, 960 
2. The Security Council and commissions and com- 
IN NI i a i A 357, 600 


3. The Economic and Social Council and Dollars US 
commissions and committees thereof. 325, 390 
(a) Permanent Central Opium 
Board and Drug Supervisory 
(filipina Reimann nla 39, 900 
(b) Regionaleconomic commissions. 53, 560 
wae 418, 850 
4. The Trusteeship Council and commissions and 
eommuitioes Rherecf.. ...................--- + 175, 750 





EES ee 2, 279, 160 


1 United Nations, General Assembly, Official Records of the Fourth Session, Resolutions, 20 September- 
10 December 1949, pp. 54-56. 
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Unitep Nations BupGet APPROPRIATIONS FOR THE FINANCIAL 


Year 1950—Continued 


Part Il. Special Conferences, Investigations, and Inquiries: 
Dollars US 


i de 53, 600 
6. Investigations and inquiries______.._..-____.__- 3, 417, 700 
(a) United Nations Field Service._________-_ 337, 000 

3, 808, 300 


(b) Permanent international regime for the 
Jerusalem area and protection of the 
SIRO Ss Sore ee ee See 8, 000, 000 


Total, part IT 


Part III. Headquarters, New York: 


7. Executive Office of the Secretary-General_______- 512, 000 
ae 449, 500 
8. Department of Security Council Affairs_....____- 841, 200 
9. Military Staff Committee Secretariat__.....____- 144, 800 
10. Department of Economic Affairs..............-- 2, 450, 000 
11. Department of Social Affairs. ._.............__- 1, 689, 500 
12. Department for Trusteeship and Information from 
Non-Self-Governing Territories. .........___-- 935, 000 
13. Department of Public Information.__._.____- ... 3, 264, 250 
14. Department of Legal Affairs................-._- 527, 300 
15. Conference and General Services._______._._____- 8, 731, 200 
16. Administrative and Financial Services__________- 1, 720, 000 
a nmppsheueeme 3, 888, 000 
a ge 2, 110, 300 
19. Permanent equipment__.__..................-.- 241, 800 


Re 
Part IV. United Nations Office at Geneva: 
20. The European office (excluding direct Dollars US 
costs, Chapter III, Secretariat of the 
Permanent Central Opium Board 
and Drug Supervisory Body) 4, 141, 990 
Chapter III, Secretariat of the Per- 
manent Central Opium Board and 
Drug Supervisory Body (direct 
ase)... - eae eet 53, 410 
——————__ 4, 195, 400 


Total part IV 


Part V. Information Centers: 
21. Information centers (other than information services, 
IU -- 839, 550 


SN CNS on re ee 
Part VI. Regional Economic Commissions (other 
than the Economic Commission for 
Europe): 
22. Economic Commission for Asia and the Far East._..._ 686, 850 
23. Economic Commission for Latin America_ -_ --_- oe 525, 500 


Total, part VI 


Part VII. Hospitality: 
24. Hospitality 


Total, part VII 


Dollars US 


11, 808, 300 


27, 504, 850 


4, 195, 000: 


839, 550 


1, 212, 350: 


20, 000: 


eee OP EPI PET CELLS 
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Unitep Nations BupGeT APPROPRIATIONS FOR THE FINANCIAL 
Year 1950—Continued 


Part VIII. Technical Programs: Dollars US Dollars US 
25. Advisory social welfare functions___.-.-..~.---- _-. 635, 900 
(a) Technical assistance for economic develop- 
ment____- 539, 000 
(6) International Center for training in public 
administration... ._.....- oe A 149, 500 
Total: pert ViiT= 2-22... eae Vee tee % 1, 324, 000 


Part IX. Special Expenses: 
26. Transfer of assets of the League of Nations to the 
CN Sr ee Ga es 583, 768 


en SOON Geo oo Os oem cee ot ase i shoe, , 533, 768 
B. INTERNATIONAL COURT OF JUSTICE 


Part X. The International Court of Justice: 
27. The International Court of Justice ._--- a re 634, 765 


Sapam INE Cr eS leer awae 634, 765 


Cc. SUPPLEMENTARY PROVISIONS 


Part XI. Global Reduction on Account of Contractual Print- 
ing and Devaluation of Certain Currencies: 





28. Global reduction on provisions for contractual printing - - a — 210, 770 
Global reduction on account of devaluation of currencies- - -- — 500, 000 
I UT eth os eae a se leet Be Ba a cere a —710, 770 

Grand total, after reduction. _____._-_--- pen Stine eug = 


2. The appropriations granted by paragraph 1 shall be financed by contribu- 
tions from members after adjustment as provided by regulation 17 of the Pro- 
visional Financial Regulations. For this purpose, miscellaneous income for the 
financial year 1950 is estimated at US$5,091,740. 

3. Amounts not exceeding the appropriations granted by paragraph 1 shall be 
available for payment of obligations in respect of goods supplied and services 
rendered during the period 1 January 1950, to 31 December 1950. 

4. The Secretary-General is authorized: 

(i) To administer as a unit the appropriations provided under section 3 
(a) and section 20, chapter IIT; 

(ii) To apply the reduction under section 28 to the various sections of 
the budget concerned; 

(iii) To apply the reduction under section 29 to the various sections of the 
budget concerned; 

(iv) With the prior concurrence of the Advisory Committee on Adminis- 
trative and Budgetary Questions, to transfer credits between sections of the 
budget. 

5. In addition to the appropriations granted by paragraph 1, an amount of 
US $14,000 is hereby appropriated for the purchase of books, periodicals, maps, 
and library equipment from the income of the Library Endowment Fund, in 
accordance with the objects and provisions of the endowment. 


267th Plenary Meeting, 10 December 1949. 
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ApPpENDIx G 


Scale of assessments for the apportionment of the expenses of the United Nations 
for calendar year 1950 


Percent Percent 
Afghanistan ....,.....-.~.- apr Se er ae w= @ 05 
NR oo Oe AP Bc 8 . 63 
MPR: . | at tint kc sae 1. 97| Netherlands. __.._...-- eae 
ee aces’ LE CI en . 50 
I nh a . 08 | Nicaragua: <o....< i. 22- we . 04 
Ms ak oa he annntr ntact 1. 85 | Norway-_------ Peat nae ey . 50 
Burma. apes oe 5 BB ND od inne - 2S sab . 70 
Byelorussian Soviet Socialist Re- TS RES SEEMS AS ATR, I . 05 
a eee . 22) Paraguay STS ee ee ae 
a cane 3. 20} Peru___- : ; eee i . 20 
SS ee eee eer ia aes c | ae 
<I ie pees are _..--. 6.00] Poland__- ; lr Ete . 95 
a lr alla . 37} Saudi Arabia-_ _ _ ___ “a . 08 
ee ee SEEM . 04 | Sweden Se esos ake ae 
Cuba sitbshadnkicad an SL etelieosstelet ES el 31 
Csechosiovakia... 23 .......... «D) Tins ren) decile cgul cu a 
On ee . 79} Turkey : Bas Gaara w . 91 
Dominican Republiec__-_____-_-- . 05} Ukrainian Soviet Socialist Re- 
ee eee, oe ig ea . 84 
BAG. Chi bneunns nome eee Ne . 79} Union of South Africa______- 1. 12 
i Re i iad . 05} Union of Soviet Socialist Repub- 
Bthionia ... 2 2le2 20228. .08}  lies_- ees Ie «(OSE 
POG Ss ncn amndclatipavueund 6. 00 | United Kingdom of Great Britain 
i ..... aeeckmeaereke toe .17 and Northern Ireland_-____- 2116 
GOR. cons SUQUS TULL . 05| United States of America___.____ 39. 79 
eh ale ETE ol ad ke wat on; Se 
NN. | CN een wigeecl ic ceunae «O41 Venesnolan 2622. 2259.22 si . 27 
gs . 04) Yemen_ Ee ee etn gS . 04 
Re ote ee met mah 3: 25} Yuwomawia: 2) 2. el oi ce eel . 33 
SSE IS ee cet ie S et eres . 45 a 
Be SO) 26k SERRE OF Oh de <17 meee Fo BPS a 100.00 
7 Re BE Ee eee 242 
Peeing OIL Ai sb os . 06 


| ae ee ne . 04 
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ApPpENDIX H 
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Scale of assessments for the apportionment of the expenses of the United Nations for 
calendar year 1951 


Percent 
I a 0. 06 
Bene... |. cco aoc hasewe as 1. 85 
Deen | eit ins Grek 1. 92 
PTS oS oe abet 1. 35 
I oe 5 Sh ae Cee lake . O8 
oa a 1. 85 
Ros) es Lo ye 15 
Byelorussian Soviet Socialist 
Meme. 6: sock ww ow (ee 
ne a 3. 30 
ES ces csr actinic ie eank dk aad 4) 
ES oon ciicisdcaid ae ee 6. 00 
Pires. Se) ee Ste ON a ot 
I cD ow . 04 
ata ol 
Casenonlovar....~<..<<.<cea+= . 99 
re oan 
Dominican Republic___-._-_---- . 05 
eee ee ne Nn . 05 
DS os AS crt eb ecards Sian 
Gee ee oe . 05 
NS cr ne ns ee . 08 
a eg eae 
Te ee ee 18 
a ee ne . 06 
ce ie Ee ow pike aoe . 04 
Honduras ......... <a ee . 04 
ET oe Oe ON ener . 04 
lee ee ee ee 3. 41 
Be ot oe cs a . 45 
(ee RAs 21 a Ee ote 
ie a ee ea ere errs iis 
Re ek i ee ek . 06 


RS hr re a 
RAM SS co eee 
Ne 
Pe ERER ee oe em 
New Zealand-___.._.....------ 
RI nee ead 
INN 2 Sete es ea ee 
a Grek bc helene 
ily eos 
IIR fo ie oe eae co 

en al ammiomaien 


EE he a ee 
IONE Ss ic acuw a wace 
Eee 
ec Fk cet 
Thailand_--_--_- <r eee alee 
Pins ied atch er pes teeneba giana 
Ukranian Soviet Socialist 
Republic 
Union of South Africa on the 
Union of Soviet Socialist 
Republics i ct ahils li aoa Baca 
United Kingdom of Great Britain 
and Northern Ireland__- 
United States of America 


Uruguay - __--- nedeanertes . 

nS 0 6 es 

Yemen_. ie ; 

PNR oi eatcrs hacen melas 
Ua rene Rees 


Percent 
0. 04 
. 05 
. 63 
1. 35 
. 60 
. 04 
. 50 
. 74 
. 05 

. 04 

. 20 

. 29 
1. 05 
. O08 
1. 85 
. an 

. 24 

. 91 


. 92 
1. 04 


6. 98 
11. 37 


_ 38 92 


. 18 
. 30 
. 04 
. 36 


100. 00 
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AppENDIx I 


Contributions to the budgets of the United Nations for the financial years, 1949 and 


1950 as of Nov. 15, 1950! 


I. CONTRIBUTIONS FOR FINANCIAL YEAR 1950 


[United States dollars] 


Member state 


Afghanistan 

Argentina j 
Australia 5 : | 
Belgium 

Bolivia 

Brazil 

Burma 

Byelorussian Soviet Socialist Republics 


$17, O85 











| Amount of 
contribution 





| 
| Cash receipts 
and other 
credits 2 


| 


Balance due 


| j 
00 $17, 0S5. 00 
19, 636. 00 











~ $612, 509. 00 


59, 432. 50 


2, 028, 368. 6O 

126, 429. 00 
3, 668. 00 
94, 235. 00 
191, 005. 34 


16, 910. 71 
37, 400. 00 


66, 152. 00 
10, 000. 00 


27, 336. 00 
9 
16, 721. 00 


177, 105. 00 
150, 673. 00 
56, 650. 00 


® EE 


16, 752. 09 


13, 668. 00 


300, 776. 00 





1, 612, 575. 50 
| 308, 946. 19 


| "57, 471.00 


| 11, 748.00 


| 6,322, 577. 60 


Canada J 1, 093, 440. 00 ] 
Chile ‘ 153, 765.00 | 
China 2, O40, 200. 00 
Colombia ; wi 126, 429. 00 
Costa Rica... é 13, 668. 00 
Cuba . 99, 093. 00 4, 858. 00 
Czechoslovakia : 307, 530.00 | 116, 524. 66 
Denmark : ‘ 269, 943.00 | 269, 943. 00 
Dominican Republic-.-- f 17, 085. 00 17, 085. 00 
Ecuador ; | 17, 085.00 | 174. 29 | 
egypt 269, 943.00 | 232, 543. 00 | 
E] Salvador -- nee , 17, O85. 00 17,085.00 j... 
Ethiopia . ; sie 27, 336. 00 
France 7 2, 050, 200. 00 1, 984, 048. 00 
Greece . 5S, ORD. 00 48, ORD. 00 
Guatemala 17, 085. 00 364.00 | 
Haiti . 4 13, 668. 00 13, 668. 00 
Honduras 13, 668. 00 13, 668. 00 
Iceland 13, 668.00 | 13, 668. 00 
India 1, 110, 525. 00 933, 420. 00 
Tran J 153, 765. 00 3, 092. 00 
Iraq 58, O89. 00 1, 439. 00 
Israel 41,004. 00 41,004. 00 
Lebanon ; 20, 502. 00 20), 502. 00 
Liberia 3, BAS. OO 11, 111.00 
Luxembourg . 17, O85. 00 17, O85. 00 
Mexico 215, 271.00 | 215, 271.00 
Netherlands 478, 380. 00 478, 380. 00 
New Zealand 170, 850, 00 170, 850. 00 
Nicaragua 13, 668. 00 4,212.34 
Norway 170, S50. 00 170, 850. 00 
Pakistan 239, 190. 00 22? 438. 00 
Panama 17, O85. 00 17, O85. 00 
Paraguay 13, 668. 00 
Peru 68, 340. 00 , 340. 00 
Philippines 99. 093.00 | 092. 00 
Poland 324, 615. 00 2, 839. 00 
Sandi Arabia 27. 336. 00 336. 00 
Sweden 676, 558. 00 , 566. 00 
Syria .00 |-- 
Thailand 00 92, 259. 00 
Turkey 00 FA) 
Ukrainian Soviet Socialist Republics 00 | 00 
Union of South Africa .00 .00 
Union of Soviet Socialist Republics OO | 2.50 
United Kingdom of Great Britain and Northern Ireland 00 | 81 
United States of America 00 | 00 
Uruguay 5. 00 | 5. 00 
Venezuela ; 00 . 00 
Yemen malas iuisiecmieibcs : ; 00 . 00 
Yugoslavia........... eee < 761. 00 112, 761.00 | 
34, 170, 000.00 | 27, 847, 422. 40 
Contribution by new member state for 1949: Israe]_____- 27, 085. 00 | 27, 085. 00 


34, 197, 085. 


See footnotes at end of table, p. 107. 


00 27, 874, 507. 40 


| 6,322, 577. 60 
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Kp 





Bo 
Ch 
Pa 


IL 


(3 


a 


cece ener ae 


a 


RELATIONS WITH INTERNATIONAL ORGANIZATIONS 107 


II. ARREARS CONTRIBUTIONS FOR THE. FINANCIAL YEAR 1949 


| 








| Amounts of Cash receipts 
Member state | contribution and other Balance due 
for 1949 credits 3 

Bolivia_- : | $33, 294. 00 $1, 872. 07 $31, 421. 93 
China : | 2,497,020. 00 1, 321, 832. 34 1, 175, 187. 66 
Paraguay - -- | 16, 647. 00 05 16, 646. 95 
Uruguay ..---- 74, 911. OF 47. 045. 94 27, 865. 06 
Tetal..... ...-| 2,621,872.00 1, 370, 750. 40 1, 251, 121. 60 


Ill. SUMMARY OF CONTRIBUTIONS RECEIVED AND DUE AS OF NOVEMBER 15, 1950 


| Porcent 
Total amount | Paid fo aie Balance due 


—— — oes - | - - 


Working capital fund advances $20, 000, 000. 00 | $20, 000, N00. 00 100. 0 . 
1949 contributions (including contributions 

for 1948 by new member states) | 41, 651, 063. 00 10, 399, 941. 40 O7. Of $1, 251, 121. 60 
1950 contributions (including contributions 

for 1949 by new member states 34, 197, ORF. 00 27, 874, 507. 40 81.51 6, 322. 577. 60 





! Does not include $8,000,000 appropriation for establishn fan interr onal re ¢ Torusale 
2 Other credits: Repr enting credits resulting from the tr fer of tl ets f the I 4 Nat S 
($533,768), and from adjus nts in the advances to the wor capital fund ($24,000 








$ Other credits result from 





the transfer of the assets of the 
APPENDIX J 


Summary statement shou ing the position of collection of contributions to the specialize d 


agencies as of A id. 51, 1950 

















Amount Pe tage Balance 
issessed ald 

FAO 

1945-46 contributions $2, 230, 000. 00 $2, 186, 750. Of 8. 06 $43, 250. 00 

1946-47 contributions (18 months) 6, 769, 500. 00 6, 508, 750. 00 6.15 260. 750. 00 

1948 contributions 4, 610, 250. 00 4.111, 500.00 R89. 18 498, 750. 00 

1949 contributions 4, 623. 625. 00 3. 945, 633. 12 85. 34 677. 991. 88 

1950 contributions 5, 000, 000. 00 2, 924, 125. Of 58. 48 2, 075. 875. 00 
ICAO 

1946-47 contributions 1, 765, 716. 00 1, 632. 538.15 12. 46 133, 177. 85 

1947-48 contributions 2. 461. 617. 00 547. 01 78 108. O70. Of 

1948 contributions (6 month 1, 293, 060. 00 2) 0 ’ 122, 847. 00 

1948 contributions 2. 674. 802. 00 245. 00 87. 98 91. 557. 00 

1950 contributions 2, 634. 314. 00 $8. 01 2 950. 566. 00 
ILO: 

Contributions prior to 1949 . 189 32 

1949 contributions 5. 195, 931. 91 4.858. 511. 21 13. 51 337, 420. 70 

1950 contributions 5, 983, 526. 00 3, 314, 928. 27 55. 40 2 668, 597. 73 
IRO:? 

Contributions prior to 1949-50 100. 00 

1949-50 contributions 3, 475, 800. 00 3. 199, 500. 00 92. OF 276, 300. 00 
UNESCO: 

1947 contributions 912. 90 6. 926. 99. 2 55, 620. 00 

1948 contributions , 670. 00 6, 888, 27 ) ” 593. 02 

1949 contribution 375. 00 6, 861 88. 7 867, O88. 54 

1950 contributions 891. 00 2 670.3 4. 58 5, 051, 528. 7 
WHO: 

1948 contributions 2, 206, 262. 42 1.943, 342. 90 R4, 37 

1949 contributions 5, 046, 293. 00 4. 134, 737.47 81. 04 

1950 contributions 7, 100, 977. 00 2, 214. 508. 06 31.19 4, 





1 Amounts indicated are Canadian dollars. 
? TRO information is at June 30, 1950, not Aug. 31, 1950 Represents only contributions to the adminis- 
trative budget 
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APPENDIX K 


CLASSIFICATION OF ProjEcTS UNDERTAKEN BY THE UNITED NATIONS AND THE 
SPECIALIZED AGENCIES 
A. Economic questions : 
i. Economic surveys. 
ii. Economic stability and employment. 
iii. Economic development and reconstruction. 
iv. Industry and raw materials. 
v. Food and agriculture. 
vi. International trade and finance. 
vii. Fiscal and public finance questions. 
viii. Transport and communications. 
B. Social questions: 
i. Human rights. 
ii. Educational, scientific, and cultural activities. 
iii. Health (including nutrition). 
iv. Social security (unemployment, old age, disability, sickness insurance). 


». Social welfare (including rural welfare and standards of living). 
vi. Narcotics. 


vii. Prevention of crime. 
viii. Relief and refugees. 
C. General questions: 
i. Statistics. 
ii. Industrial relations (including labor legislation and conditions of 
work). 
iii. Wages and other forms of remuneration. 
iv. Population (including migration). 
v. Manpower. 
vi. Housing and town and country planning. 
vii. Technical assistance. 
viii. Legal questions (excluding labor legislation and narcotics control). 
ix. Coordination. 
x. Implementation. 
xi. Relations with nongovernmental organizations. 


~: 


- 


AppEenpiIx L 


Number of persons employed by the United Nations and certain specialized agencies, 
1947-50 
7 
| 1947 | 1948 | 1949 | 1950 





ne deen eaenanes ...| 3,694 | 3,982 | 4,166 3, 994 
United Nations Educational, Scientific and Cultural Organization . 550 604 679 785 
International Labor Organization # _.._..............-- . ie 348 449 473 550 
Food and Agriculture Organization 4. __............_--- cmeeeniche 553 539 631 660 
International Civil Aviation Organization §_ ; apceen hei 360 368 410 425 
World Health Organization * le ial eR ea a ee a 259 516 614 


International Refugee Organization *_. Sree se ere et eS kT Eee aX 1,870 | 2,308 | 2,606 1, 805 
Universal Postal Union ate skinaaniel is de hcbkneleem tient adorewail eae 7 18 
International Tele-Communication Union *______-._..........---------]------ + ale ieaeaiielliaiitananeed Se) 





1 Figures for 1947, 1948, and 1949 are as of Aug. 31 of each year. The figure for 1950 is as of May 31. 

2 The figure for 1947 is the number of authorized established posts. The figures for 1948 and 1949 include 
the number of filled positions as of June 30 of each year. The figure for 1950 includes the number of filled 
positions as of Apr. 30. 


3 The figure for 1947 represents the number of filled positions as of June 1; for 1948 and 1949, as of Dec, 31; 
for 1950, as of Oct. 25. 


4 The figure for 1947 represents the number of filled positions as of Oct. 6; for 1948, as of Oct. 14; for 1949, as of 
Mar. 31, and for 1950, as of Oct. 25. 

5 The figures for 1947 and 1948 represent the number of filled positions as of June 30; for 1949, as of Dec. 31, 
and for 1950, as of Oct. 25. 

6 The figures for 1948 and 1949 represent the number of filled positions as of Dec. 31; for 1950, as of July 1. 

1 The figures for 1947, 1948, and 1949 represent the number of positions filled by international staff of [RO 
as of Dec. 31; the figure for 1950 is as of Oct. 25. In addition, IRO has the following number of class II or 
indigenous employees: Dec. 31, 1947, 2,344; Dec. 31, 1948, 2,899; Dec. 31, 1949, 3,130; July 1, 1950, 2,844. 

§ Figures not readily available for 1947 and 1948. 

* Figures not readily available for 1947, 1948 and 1949, 


— 





fi; 


<P OME ORT COR Ce aE Ime oma 


RELATIONS WITH INTERNATIONAL ORGANIZATIONS 109 


AprpENDIX M 


Staff costs (actual or estimated) of the United Nations and certain specialized agencies 
for calendar years 1947, 1948, 1949, and 1950 









| | 
| 1947 actual | 1948 actual | 1949 actual | 1950 esti- 
Organization | exnend t ai | or estimated | or estimated | mated Total 

pene | expenditures expenditures | expenditures 
United Nations__-- : - ‘ $18, 699,499 | ! $21,775,861 | } $27,737, 805 | | $28,094,240 | $96, 307, 505 
UNESCO ?..... 2, 305, 013 14,445, 948 1 4, 608, 004 2 4,729, 120 16, 088, 175 
ILO 2, 202, 352 2 2,687,718 23,052, 898 23,979, 926 11, 922, 895 
FAO _. 2, 580, 487 13,062, 795 2 3, 602, 980 2 3, 643, 860 , 122 
ICAO : | 1, 064, 045 11,516,031 21, 880, 085 2 2,070, 245 406 
IRO¢ ~---------| 112,420,743 | 115,157,430 | 3 15, 157, 430 603 
WHO ?.. ’ ie a Jae ph aeeaae pee 2 764, 660 24,057, 230 890 





1 Actual. 

2 Estimated. 

> UNESCO 1948 expenditures include contracts with nongovernmental organizations. 

‘The International Refugee Organization commenced operations on July 1, 1947, and operates on a 
fiscal-year basis. Thus, the figures given are for fiscal years 1947-48, 1948-49, and 1949-50. 

’ World Health Organization began operations in September 1948. Information with respect to staff 
costs is not available for the initial period of WHO’s operations—September to December 1948, 


APPENDIX N 
TaBLe 1.—Schedule of United Nations gross annual salaries prior to January 1, 
1951 


{In United States dollars] 


StepI | Step II | Step Lil} Step1V | Step V Step VI | Step VII 


Grade 1. 1, 860 1, 950 2, 050 2. 150 2. 26 2 380 2.510 
Grade 2 2, 050 2,150 | 2, 260 2.380 2.510 9 460 2 780 
Grade 3 2, 260 2, 350 2. 510 2, 640 2. 78( 2. 920 3, 070 
Grade 4 2, 510 2, 40 2. 780 2, 920 07 3, 230 5 400 
Grade 5 2. 780 2. 920 | 3, 070 3, 280 1K) , FOO 3. 780 
Grade 6 3, 070 >, 230 3, 400 §, 590 3 780 G90 4, 210 
Grade 7 3, 400 3, 590 | 3, 780 3. 990 4. 210 4, 460 4.710 
Grade 8 3, 780 3, 990 | 4, 210 4, 460 4.710 4, 980 5, 260 
Grade 9 4,210 4, 460 4,710 4. 980 5, 260 5. 570 5, 890 
Grade 10 4, 710 4, 980 5, 260 5, 570 5, 800 6, 240 6. 600 
Grade 11 &, 260 5, 570 5, 890 6, 240 6. GOK 7, 000 7. 400 
Grade 12 5, 890 6, 240 | 6, 600 7. 000 7, 406 7. 830 8, 200 
Grade 13 6, 600 7, 000 | 7, 400 7, 830 & 200 5S S00 9, 360 
Grade 14 7, 400 7. 830 &, 200 8, 800 9, 360 9. 960 10. 610 
Grade 15 &, 200 8, S00 9, 360 | 9. 960 10. 610 11. 300 12. 000 
Grade 16 9, 360 9, 960 10. 610 11, 300 12, On 12. &30 13. 830 
Grade 17 10, 610 11, 300 12, 000 12, 830 13, 83K 14, 830 

Grade Is. 12, 000 | 12, 830 13, 830 14, 830 

Grade 19 13,330} 14,170 15, 000 

‘Top-ranking director , : 15, 000 


Notre.—For schedule of net salaries, see next page. 
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TABLE 2.—Schedule of United Nations net annual salaries prior to January 1, 1951 


























{In United States dollars] ' 

| | | | apc 

| StepI Step II | Step III Step IV | Step V | Step VI | | step Vil 
SOND Bere ca andeahiesmcm we al 1, 580 1, 660 1,740 | 1, 830 | 1, 920 2, 020 2, 130 
Grade 2_____. Siti h aici ie | , 740 1, 830 1, 920 | 2, 020 2, 130 2, 240 2, 360 
Grade 3 | 1, 920 | 2, 020 | 2, 130 | 2, 240 2, 360 2, 480 2,610 
Grade 4 2, 130 | 2, 240 2, 360 2, 480 | 2,610 | 2, 75 2, 890 
mee Me es ek coke a 2, 360 2, 480 2,610 2,750 2, 890 3, 050 3, 210 
RI, ie oa eta oe small 2, 610 2, 750 2, 890 3, 050 3, 210 | 3, 390 3, 570 
Grade 7__ atic cts heialesavenibinllig 2, 890 3, 050 3, 210 3, 390 3, 570 3,770 | 3, 970 
_ SRR cago 3, 210 3, 390 3, 570 3,770 3, 971 4, 190 4,410 
RI nS aie | 3, 570 3,770 3, 970 4, 190 | 4,410 | 4, 660 4,910 
II 2 cen hs as a | 3, 970 4, 190 4,410 | 4, 660 4,910 5, 180 5, 450 
Grade 11 anil eel | 4,410 | 4, 660 | 4, 910- 5, 180 | 5, 450 | 5, 750 6, 050 
I ieee ae 4,910 | 5, 180 | 5, 450 5, 750 | 6, 050 6, 370 6, 700 
re ss a 5, 450 | 5, 750 6, 050 | 6, 370 | 6, 700 7, 060 7,450 
an 6, 050 | 6, 370 | 6, 700 | 7,060 | 7,450 | 7, 870 8, 300 
ARTI i 6, 700 | 7, 060 7, 450 | 7,870 8, 300 8, 750 9, 200 
ree WA ick | 7,450] 7,870 8, 300 | 8, 750 9,200} 9,700 10, 300 
GRE i sain wSinciabiska kate | 8,300] 8,750 9, 200 9,700 | 10,300} 10,900 |_..-...__. 
SE UE inet wecienathisiobeianko: | 9, 200 | 9,700 | 10,300 | ea sss  edl) Sul i. oebk ie cut ated 
Grade 19____ la ae -| 10,000 | Pierntvss SE Ska Rit CEE cade ieusetnl Seee se Roi . 
Top-ranking director.____.__- as) NOPE Beabctmidithcke dco Nek aces ERE ‘ = 

i | ! ' ' 





APPENDIX O 


TABLE 1.—Schedule of United Nations gross annual salaries for manual workers 
prior to January 1, 1951 


{In United States dollars] 























i] 
i 
Grade | Step I Step II |} Grade Step I | Step II 
| | 

Bikes. eee Scaled 2067 | Oe WOR et tart oS. coat 2944 | 3069 
De oe 2130 ONE TR ees Scie 3048 3195 
ee aa ee ie | gana | 2339 || |} 31 3257 
Gg cncicahthnba<oahGeser' 2318 | Sy, Sr ares | 3341 
ee siete on eK 2380 | eh ere a er aoe 3424 
Dei tare kena e 2485 | > Se 3302 3508 
i RET EOE 2547 | 2673 3424 | 3591 
eee ie ge kwkeakiohcd 2610 | sae 3487 3654 
Ox. x.. st Sa cok EO 2694 | 2819 ee x acs 3570 3738 
* ARR ac eT ee es as ake os = | 3633 | 3821 
Rt eee Big ck A 2840 | een Wie es er 3738 | 3925 


Norte.—For schedule of net salaries see next page. 


TaBie II.—Schedule of United Nations net annual salaries for manual workers 
prior to January 1, 1951 








= United States dollars] 
| eae | 
Grade StepI | Step II Grade StepI | Step II 
| an cl a ert 
‘aiainimpaineth | ] ee 
a a ta a ea el 1,754 ON a 2, 506 2, 610 
Ve eee ee sdagied 1,817 TE ca es Licata Sat 2, 589 2, 714 
Be snc ban eck eee aint 1, 900 INI oe i lec acini 2, 652 2,777 
ae tats ens oe 1, 963 RE IN ae cae ld 2,714 2, 840 
a ee a sie 2, 025 2, 130 ee a ee 2,777 2, 902 
eae 2, 109 on ee DER RE II St BREET 9 2, 861 2. 986 
Reena ren eadsianmed 2,172 2, 276 1 EOLA ARS 2, 902 3. 048 
i eee eae 2, 213 en ne 2, 965 3.111 
ie eee ake eee ne ae 2. 297 eee a 3, 028 3, 174 
Ria ie er inlay aaah 2, 380 ee cece cakcas 3, 090 3, 236 i 
Ree sans eed aamnebes | 2, 422 NS kh ae + 3,174 | 3, 320 
| 
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Tasie II.—Salary scales, general service category (headquarters) (subject to staff 
assessment plan) 











j ; ; 
Step | Step | Step | Step | Step | Step | Step | Step | Step 
I ee ee a OE Rh VEE | Oe 
| | | 
| | Rat 2a. So na ee oa 
Entrance level_...--- ..-| $2,230 | $2,350 | $2,470 | $2,590 | $2,710 | $2,820 | $2,940 | $3,060 |........ 
(Net rates) ---. ..} (1, 900)} (2,000); (2,100); (2, 200)| (2,300)) (2,400)! (2, 500)} (2,600))__..._.. 
Junior level ‘ 2,590 | 2,710 2,820 | 2,940 3,060 | 3,180 | 3,300] 3,410 | $3, 
(Net rates) (2, 200)} (2,300); (2,400); (2,500)| (2, 600)| (2,700)) (2,800)| (2,900)} (3,000) 
Intermediate level _ - , 3,060 | 3,180 3, 300 3, 410 3,530 | 3,650} 3,760] 3,880]! 4,000 
eae (2, 600) | (2, 700) (2,800)| (2,900)) (3,000)} (3, 100)) (3, 200)| (3,300)} (3, 400) 
Senior level te 3,530 | 3,710 | 3,880 | 4,060 | 4,250) 4,440 | 4,620/ 4,810; 5,000 
(Net rates) __.. (3,000); (3,150)) (3,300)) (3.450)| (3,600);) (3,750))} (3,900)) (4,050)} (4, 200) 
Principal level__..--- ‘ 4, 250 4,500 | 4,750 5, 000 5,250 | 5,500 | 5,750 6, 000 6, 270 


(Net rates) ....... saul (3, 600) | (3, 800)| (4,000)} (4, 200) | ae! (4, 600); (4, 800) (5, 000) | (5, 200) 
| I | | | | 


Note.—The approximate net equivalents of the gross rates have been placed in parentheses. 
PE 1 


TABLE III.—Re patriation grant 


In principle, the repatriation grant shall be payable to staff members whom the 
United Nations is obligated to repatriate, except those terminated by summary 
dismissal. Detailed conditions and definitions relating to eligibility shall be 
determined by the Secretary General. The amount of the grant shall vary with 
the length of service with the United Nations (exclusive of periods when an 
expatriation allowance was received). The maximum rates payable effective 
January 1, 1953, shall be as follows: 


Staff member Staff member | 








“ears of continu- Staf embe "ears « ~ontinu- Staff membhe 
Year continu-| vith neither a! ‘ taff member Ye of con inu- | with neither a | ° if member 
ous Service AWAY | Lit, denendent with a wife, ous service AWAY |i do endent| . ”! ha wife, 
from home coun- fos or | Gependent hus- || from home coun- ha ona or | dependent hus- 
try ‘exclusive of |, aoear band, or child try (exclusive of : ant shiza| Dand, or child 

zs Re lependent child ae ; ; dependent child ost ' 
period when an at time of at time of period when an at time of at time cf 
: ‘ ie’ © ’ oe 
expatriation separ ti n Separation expatriation epar ti n Separation 
“ separatic Sel « ) 
allowance was / nll : (weeks of base allowance was penne ‘ weeks of base 
aati 1 (weeks of base salary ante 1) weeks of base larv) 
received salary) saiary receivea salary) salary) 
After 2 years 4 8 || After 8 years 10 20 
After 3 years__-- 5 10 || After 9 years-_. 11 | 22 
After 4 years 6 12 After 19 years 12 24 
After 5 years __. 7 14 || After 11 years 13 26 
After 6 years... s 16 || After 12 years 14 28 
After 7 years 9 18 | 


NotTEe.— The maximum grant payable under this plan shall be $2,500 (U.S.) net for astaff member without 
dependents and $5,000 (U.S.) net for a staff member with dependents. 


TaBLE IV.—IJndemnity pay upon termination 











Indemnity pay (expressedin || | Indemnity pay (expressed in 
| number of months’ salary) | number of months’ salary) 
Completed years |}—-———-—— eternal Completed years po naan 
of service Confirmed Temporary of service Confirmed | Temporary 
indeterminate indefinite 1 indeterminate indefinite 
| appointments | appointments || | appointments | appointments 
e i es oe aed ee 5 | 4 
os 3 | Pets on 6 | 5 
eee a x 3 | (aes 7 | 6 
aa ial 3 | 2 Oe a iach aan! 8 | 7 
4. a 4) 3 |} 9or more........ 9 8 
| | i | 


Note.—Those who held confirmed indeterminate or temporary indefinite appointments on Dee. 31, 1950, 
shall be eligible for indemnity pay on the basis of either the above scales or the scales in effect on that date, 
whichever provides them with the greater amount of indemnity pay upon termination. 
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APPENDIX Q 


SuMMARY OF Starr ALLOWANCES Paip BY THE UNITED NATIONS 
AS OF DECEMBER 31, 1950 


The staff allowances in the United Nations Secretariat, according to the latest 
information, are as follows: 

1. Children’s allowance.'-—$200 per annum in respect of each child under the 
age of 16 vears, or, if the child is in full-attendance at a school or university, 
under the age of 18 to 22 vears, respectively. 

2. Education allowance.—$200 per annum in respect of each child for whom a 
children’s allowance is paid in full-time attendance at a school or university in 
his home country. (This allowance is supplemented by payment of travelling 
expenses of an outward and return journey for each ehild once in each scholastic 
vear by a route and a type of transport approved by the Secretary General 

Should staff members elect to send their children to special national schools in 
the area where thev are serving, including international schools organized for 
children of United Nations staff members, rather than to schools in their home 
countries, the United Nations pays, for a child otherwise eligible for an educatior 
grant, the difference between the cost of education at the special school and the 
cost at a comparable school attended by children of persons normally resident ir 
the area, such an amount not to exceed $200 per annum. This allowance is 
payable only when there is valid reason for the child’s not attending school in 
his home country. 

3. Cost-of-living adjustment.2—Changes in New York cost-of-living conditions, 
since the date of the establishment of the salary and wage schedules, May 1946, 
are taken into account through a scheme of temporary cost-of-living adjustments. 
The allowance is $530, from which deductions are made in accordance with the 
staff assessment plan. 

4. Temporary expatriation allowance.3—Staff recruited abroad without depend- 
ents, $250 per annum; with dependents, $500 per annum. Eligibility was origin- 
ally limited to two vears but this has now been temporarily extended ‘for another 
vear, pending completion of the current review of the salary and allowance 
structure. 

5. Rental allowance.—(a) Rental subsidy: Staff members residing in UN hous- 
ing projects, except those receiving representation allowances, receive a rental 
subsidy of 25 percent of the actual rental exeluding utilities and services (for 
accomodations not exceeding a standard number of rooms to which entitled), 
provided they are eligible for or have previously received an installation allowance 
or had military service in World War II. This subsidy is not paid concurrently 
with installation allowances. 

(b) Rental allowance: Staff members not residing in UN housing projects, 
except those receiving representation allowances, receive the following rental 
allowance, provided they are eligible for or have previously received an installation 
allowance. 


For staff 





od members 
Base salary “y eligible for 

) 

pe ith illowances at 





. single rates 
pendents 


ED Rh, abcicihsimienttnbunctivdewe bulteates seed seid Sai tidied $300 | $175 
$4,210 to $6,240_..__- acids Aes lat ih ois catia ce iehtea ores alan ee a 350 200 
$6,600 to $9,960................-- he : eee 400 250 
ct eee eee eee Alice ue 5 i. : $50 300 


This allowance is not paid concurrently with the installation allowance. 
6. Initial installation grant.t—For staff members recruited outside the head- 


quarters area: Without dependents, a fixed sum of $125; with dependents, a fixed 


sum of $200. 


1 Effective January 1, 1951, the ages have been raised to 18 and 21, respectively. 
2 Canceled as of January 1, 1951. 

3 Canceled as of January 1, 1951. 

4 Canceled as of May 1, 1950. 
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7. Home leave.—A staff member whose home is outside the country of his duty 
station receives, in addition to annual leave, home leave consisting of two working 
weeks every 2 years, plus actual traveling time, not to exceed 30 days, by an 
approved route and type of transport to and from the place established as his 
home. In addition the staff member is entitled to payment of transportation 
expenses and a travel subsistence allowance in respect of himself and transporta- 
tion expenses and one-half of his per diem rate in respect of each dependent. 
Staff members are required to exercise the same care in incurring expenses as a 
prudent person would if traveling on personal business. 

A staff member whose home is in the country of his official duty station shall 
receive, in addition to annual leave, home leave, consisting only of actual traveling 
time, not to exceed 30 days, every 2 years by an approved route and type of 
transport to and from the place established as his home. 

8. Comprehensive allowance.—lIn fixing the salaries of personnel in the grade of 
“top-ranking director’ and above, the General Assembly specified comprehensive 
allowances which are deemed to cover certain of the special allowances which are 
received by staff in the lower grades: 

‘The Secretary General shall receive a salary in an amount sufficient to bring 
him a net sum of $20,000 (United States), together with representation allowance 
of $20,000 (United States) per annum. In addition, he shall be provided with a 
furnished residence, the repairs and maintenance of which, excluding the household 
staff, shall be borne by the Organization. 

“An Assistant Secretary General shall receive a net salary of $13,500 (United 
States) together with an allowance varying from $7,000 (United States) to $11,500 
(United States) at the Secretary-General’s discretion. 

““A top-ranking director shall receive a net salary of $11,000 (United States) 
together with an allowance varying from $3,000 (United States) to $6,000 (United 
States) at the Secretary-General’s discretion. 

‘‘The allowances for Assistant Secretaries General and top-ranking directors 
are deemed to include all representation (including hospitality), housing, educa- 
tion, and children’s and expatriation allowances but not such reimbursable allow- 
ances as travel, subsistence, and removal cost upon appointment, transfer, or 
termination of appointment with the Organization; official travel and home leave 
travel.” 

The Secretary-General has fixed the allowances for each Assistant Secretary- 
General at $8,500 and at $3,000 for top-ranking directors. A certain number of 
directors with especially responsible assignments are provided with allowances of 
$2,500 in addition to their salaries of $10,000. The allowances are deemed to 
cover the same items as covered by the allowances for top-ranking directors. 

9. Installation allowance.6—Staff members whose homes at the time of appoint- 
ment are beyond reasonable commuting distance from their place of duty are paid 
a per diem installation allowance for the first 60 days after arrival at the place of 
duty. The scale of allowances is as follows: 


Per day 

Cees Se ie ie oS ee ; $5. 00 
Karades 13 throusn 14... -.-..-..4.0s : 6. 00 
Grades 15 through OR six. i 7. 00 
Grade 19 not receiving representation allowance : eum 7. 00 
xrade 19 receiving representation allowance - - - - - -- a 6 cia cha atte Se 
Top-ranking directors Ao EAE SR ere ee Il Se 
Assistant Secretaries-General._._....-.....-------------------------- 20. 00° 


Staff members, except Assistant Secretaries General, top-ranking directors, and 
directors receiving representation allowances, are entitled to installation allow- 
ances for not more than four dependents. For the first dependent, the rate is 
one-half of the staff member’s allowance. For each additional dependent, the 
rate is one-fourth of the staff member’s allowance. 





5 Revised as of January 1, 1951. Principal directors and directors now receive the same benefits as other 
staff members, plus revresentation allowances. At the discretion of the Secretary General revresentation 
allowances are as follows: Assistant Secretary General, $7,000 to $10,000; principal director, $1,000 to $3,000; 
director, up to $1,500. 

6 Discontinued. 


O 
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SERVICEMEN’S INDEMNITY ACT OF 1951 


LAW 


Fepruary 14, 1951.—Ordered to be printed under authority of the order of the 
Senate of February 12 (legislative day, January 29), 1951 


Mr. GeorGes, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 1] 


The Committee on Finance, to whom was referred the bill (H. R. 1) 
to authorize the payment by the Administrator of Veterans’ Affairs 
of a gratuitous indemnity to survivors of members of the Armed 
Forces who die in active service, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments, and 
recommend that the bill as amended do pass 

The amendments are as follows: 

Page 2, line 18, strike the word “ninety” and insert the words ‘‘one 
hundred twenty”’. 

Page 3, line 6, after the word “‘place”’ and before the comma, insert 
the words ‘‘and within one hundred twenty days after the incurrence 
of such disability’. 

Page 3, line 11, after the word “station” insert the words ‘and 
within one hundred twenty days after the incurrence of such dis- 
ability”’. 

Page 3, line 22, after the word “insured”’ and before the parenthesis 
insert the words ‘fat any time prior to entry into the active service for 
a period of not less than one year”’. 

Page 3, line 22, after the word ‘“‘insured’”’ and before the period 
insert, “including those of halfblood and those through adoption”’. 

Page 4, line 8, after the period insert the words “Unless designated 
otherwise by the insured the term ‘parent’ shall include only the 
mother and father who last bore that relationship to the insured.”’ 

Page 4, line 13, strike the period and insert a colon and the following 
language “Provided, That no payment shall be made to the estate of 
any deceased person.” 

Page 4, line 20, strike the word ‘‘ninety”’ and insert the words 
“one hundred twenty”’. 

On page 5, line 1, after the period strike out the words: ‘Any 
person in active”’. 


S. Rept. 91, 82-1——1 
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Page 5, lines 2 to 24, inclusive, strike out all the language. 

Page 6, lines 1 and 2, strike out all the language. 

Page 6, line 18, after the word “Provided” strike out the language: 
“That this provision shall not apply to any person who”’. 

Page 6, line 19, strike out the language “is thereafter restored to 
active duty” and insert the words: 


That restoration to active duty after commission of any such offense shall restore 
all rights to an indemnity under this Act. 


Page 6, line 25, strike out the word “title” and insert the word 
“titles’’. 

Page 7, line 2, after the word “amended” insert the words: 
and section 15 of Public Law Numbered 2, Seventy-third Congress, March 20, 
1933, 

Page 7, line 5, after the word “to” strike out the words “a widow, 
widower,” 

Page 7, strike out the language in lines 6 to 8, inclusive. 

Page 7, line 8, after the period insert the words: 
any other person or persons within the permitted class of beneficiaries, as specified 
in section 2, if all other persons having contingent rights of equal or greater 
priority to those of the assignee join in the assignment: Provided further, That 
such assignment shall not affect any payments made prior to its receipt by the 
Veterans’ Administration. 

Page 7, line 17, after the word “thereof” strike out the remaining 
language in that line. 

Page 7, line 18, strike out “nity Act of 1951”. 

Page 7, line 18, strike out the word “section” and insert the word 
“sections” 

Page 7, line 18, after “620” insert ‘and 621”. 

Page 8, line 17, after the word “degree” insert the words ‘‘and 
except for’. 

Page 8, line 18, strike out the word ‘“‘renders”’. 

Page 8, line 18, strike out the words ‘‘uninsurable at standard 
rates for’’. 

Page 8, line 19, strike out all the language. 

Page 8, line 20, strike out the words “writing requirements of 
nongovernmental insurers” and insert ‘would be insurable according 
to the standards established by the Administrator for qualifying 
under the good health provisions of this Act, as amended,”’. 

Page 8, line 21, after the word “writing” insert the words: 
made within one year from the date service connection of such disability is 
determined by the Veterans’ Administration 

Page 8, line 22, after the word “ Act” insert the words “as amended,”. 

Page 9, line 1, after the word “therefor” strike the remaining 
language. 

Page 9, lines 2 and 3, strike the language. 

Page 9, line 4, strike ‘“‘Act, as amended”. _ 

Page 9, line 10, after the word ‘‘That” insert “as to insurance 
issued under this section”’. . 

Page 9, line 10, strike out the word “‘under’’ and insert ‘pursuant 
to”’. 

Page 9, line 11, strike out the words “under this subsection”. 

Page 9, line 12, strike out the word “‘total’’ and insert the word 
“the’’. 
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Page 9, line 12, strike out the word ‘‘commenced”’ and insert the 
words “‘became total’”’. 
Page 9, line 13, after the period and before the quote insert: 


All persons granted indemnity protection under section 2 of the Servicemen’s 
Indemnity Act of 1951 shall be deemed to be in the active service for the pur- 
pose of applying for insurance under this section: Provided, That as to persons 
incurring disability under the conditions stated in the last proviso of section 2 of 
the Servicemen’s Indemnity Act of 1951, application for insurance must be filed 
within one year after the incurrence of such disability. 


Page 9, before line 14, insert: 


Sec. 621. After the date of the enactment of this section, any person while in 
active service for a continuous period in excess of thirty days who is insured under 
National Service Life Insurance or United States Government Life Insurance 
and who continues any such insurance in force by the payment of premiums as 
such premiums become due, shall, upon expiration of one hundred and twenty 
days after separation from active service, be entitled to have the amount of any 
such term premiums and that portion of any such permanent insurance premiums 
representing the cost of the pure insurance risk, as determined by the Administra- 
tor, paid on account of any premiums becoming due after the date of enactment of 
this section and during the period of such active service and one hundred and 
twenty days thereafter, refunded with interest at the rate of three per centum per 
annum as to National Service Life Insurance and three and one-half per centum 
per annum as to United States Government Life Insurance compounded annually 
to one hundred and twenty days after the date of separation from such active 
service: Provided, That such refund shall not be applied to pay premiums on any 
insurance contract without specific directions in writing from the insured made 
while the insurance is in foree under premium paying conditions: Provided further, 
That in the event such policy of insurance is matured any such refund shall be- 
come payable as a part of the proceeds of the policy: Provided further, That any 
insurance on account of which a refund is made under the provisions of this section 
shall be nonparticipating for the period covered by the refund: Provided further, 
That whenever benefits under such insurance become payable because of the 
maturity of such policy of insurance while the insured is in active service or within 
one hundred and twenty days thereafter, liability for payment of such benefits 
shall be borne by the United States in an amount which, when added to any 
reserve of the policy at the time of maturity, will equal the then value of such 
benefits under such policy. Where life contingencies are involved in the calcula- 
tion of the value of such benefits, the calculation of such liability or liabilities shall 
be based upon such mortality table or tables as the Administrator may prescribe 
with interest at the rate of three per centum per annum as to National Service 
Life Insurance and three and one-half per centum per annum as to United States 
Government Life Insurance. The Administrator is authorized and directed to 
transfer from time to time from the National Service Life Insurance appropriation 
to the National Service Life Insurance fund and from the Military and Naval 
Insurance appropriation to the United States Government Life Insurance fund 
such sums as may be necessary to carry out the provisions of this section: Pro- 
vided further, That this section shall not apply to any period for which premiums 
are paid by the United States. 


EXPLANATION OF AMENDMENTS 


Section 2: Increase from 90 to 120 days the period after separation or 
release from active service during which indemnity coverage would 
continue. 

Provide that the indemnity shall be payable to those provisionally 
accepted and directed or ordered to report for final acceptance, and 
registrants ordered to report under the Selective Service Act of 1948, 
as amended, only in case death results within 120 days after incurrence 
of disability incurred while en route to the designated station. 

Section 3: Define the phrase ‘‘person who stood in loco parentis 
to the insured’’ to include only those who bore such relationship to 
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the service person for a period of not less than 1 year prior to his 
entry into active service. 

Define brothers and sisters to include brothers and sisters of the 
half-blood and those through adoption. 

Provide that unless designated otherwise by the insured the term 
‘“parent’’ shall include only the mother and father who last bore that 
relationship to the insured. 

Makes it clear that no indemnity shall be paid to the estate of any 
deceased person. 

Section 5: Strike from section 5 all of the provisions thereof except 
those which limit the maximum amount of indemnity and other 
Government insurance in any one case to $10,000. 

Extends the 90-day period to 120 days to conform with the exten- 
sion in section 2. 

The provisions of section 5, which would be stricken, would author- 
ize acceptance of the cash value of any Government policy by those in 
service with the right to secure an equal amount of such insurance 
after separation from service upon application made in writing within 
90 days after separation from active service, submission of ev idence of 
good health and payment of the required premium. The stricken 
provisions would further authorize issue of insurance on the 5-year 
level premium term plan after separation from active service to any 
person having Government insurance on the term plan which expired 
while in active service. The stricken provisions would further author- 
ize any one, otherwise eligible, to secure insurance protection under 
either of the two above mentioned provisions except inability to meet 
the health requirements thereof to apply for nonparticipating Na- 
tional Service life insurance. A substitute for the stricken provisions 
is included in the proposed new section 621, hereinafter referred to. 

Section 8, which contains the forfeiture provisions of the bill, was 
amended for purposes of clarification to make sure that restoration to 
active duty after commission of any such offense shall restore all rights 
to an indemnity under this act. 

Section 9, which deals with assignment was amended for purposes of 
clarification and administration. The amendment permits an assign- 
ment within the permitted class of beneficiaries if the beneficiaries 
having rights equal to or greater join in an assignment. This proced- 
ure would not require all beneficiaries within the permitted class to 
sign. It also provides such assignment shall not affect payments 
made prior to its receipt by the Veterans’ Administration. 

Section 10: Amend the proposed section 619 of the National Service 
Life Insurance Act of 1940, as amended, by striking therefrom reference 
to section 5 of the Servicemen’s Indemnity Act of 1951 and including 
reference to a new proposed section 621 of said act. 

Amendments to section 620 would limit the right to apply for non- 
participating insurance to those having a service-connected disability 
which would be compensable if 10 percent or more in degree after 
separation from service and except for which the person would be 
insurable under standards established for applying for national service 
life insurance. Application for such insurance could be made at any 
time after separation from service and within 1 year after a finding of 
service-connection disability is made. The existence of total dis- 
ability prior to the date of application for insurance would not bar 
the right to waiver of premiums under section 602 (n) of the National 
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Service Life Insurance Act of 1940, as amended. Those applying 
for insurance who are disabled after being provisionally accepted for 
service or as registrants under the Selective Service Act of 1948, as 
amended, while en route to the designated place for entry into service 
must apply for insurance within 120 days after the incurrence of such 
disability. 

Specifically provides also that all persons granted indemnity pro- 
tection under section 2 of the bill shall be deemed to be in the active 
service for the purpose of applying for insurance under the provisions 
of section 620, and requires that as to persons incurring disabilities 
under the conditions stated in the last proviso of section 2 of the bill, 
application for insurance under section 620 must be filed within 1 year 
after the incurrence of such disability. 

Section 621 provides that any person in the active service for a 
continuous period in excess of 30 days who is insured under national 
service life insurance or United States Government life insurance and 
who continues any such insurance by the payment of premiums while 
in active service shall be entitled to have the amount of any premiums 
paid for the period extending from the enactment of the bill or the 
date of entry into active service, whichever is later, to 120 days after 
separation from such service refunded. With respect to term-insur- 
ance premiums, all premiums paid during such period would be 
refunded. With respect to permanent plan premiums, the refund 
would consist of that portion of the premiums representing the cost 
of the pure insurance risk paid during such period. Such refunded 
premiums would bear interest at 3 percent per annum as to national 
service life insurance and 3! percent as to United States Government 
life insurance, compounded annually to 120 days after separation 
from active service. The new section would further provide that 
refunds would not be applied to pay premiums on insurance without 
specific directions in writing from the insured while the insurance is 
in force; that if the policy is matured by death the refund would be 
paid as part of the proceeds of the policy; that any insurance on 
account of which refund is made shall be nonparticipating for the 
period covered by the refund; that whenever benefits of insurance 
become payable because of maturity of such policy of insurance while 
the insured is in active service, or within 120 days thereafter, the 
liability for payment of such benefits shall be borne by the United 
States in an amount which, when added to any reserve of the policy 
at the time of maturity, will equal the then value of such benefits; that 
where life contingencies are involved in the calculations of the value 
of such benefits, the calculation of liabilities shall be based on such 
mortality tables as the Administrator may prescribe, with interest at 
the rate of 3 percent per annum as to national service life insurance 
and 3'4 percent per annum as to United States Government life insur- 
ance; that the Administrator shall transfer from time to time from the 
national service life insurance appropriation to the national service life 
insurance fund and from the military and naval insurance appropria- 
tion to the United States Government life insurance fund such sums 
as may be necessary to carry out the provisions of this section; and 
that the provisions of this section shall not apply to any period for 
which premiums are paid by the United States. 
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Brier ExpLANATION OF BILL 


On and after June 27, 1950, each person in the Armed Forces is 
insured against death in the amount of $10,000 without cost to the 
person. 

2. Protection covers period of active service and periods following 
call or order to active service or final induction and, in most cases, 
120 days after separation from service. 

Any person released from active service who is found suffering 
from a disability for which compesnation would be payable if 10 per- 
cent or more in degree, and, but for such disability, would be insur- 
able according to standards established for qualifying for good health 
under the National Service Life Insurance Act of 1940, as amended, 
may, upon application made within 1 year after service connection 
of such disability is determined by the Veterans’ Administration, be 
granted nonparticipating insurance under the mentioned act. Waiver 
of premiums on such insurance under section 602 (n) of said act could 
not be denied on the ground that the service-connected disability 
“oe total prior to the effective date of such insurance. 

. Bars generally future entrants to United States Government 
life. insurance and the national service life insurance programs, after 
enactment of this Act. 

Beneficiaries limited to members of immediate family. 

6. Maximum indemnity paid in monthly installments of $92.90 
each over 10-year period. 

Indemnity is exempt from the claims of creditors and from taxa- 
tion. 

8. Persons continuing to pay premiums on United States Govern- 
ment life insurance while in active service after the enactment of the 
bill would after separation therefrom be entitled to a refund with 
respect to premiums paid during such service and premiums paid 
during the following 120 days, with interest thereon at the rate of 
3 percent as to national service life insurance, and 3% percent as to 
United States Government life insurance, compounded annually. In 
the case of term insurance, all premiums so paid would be refunded. 
In the case of permanent plan insurance, the refund would consist 
of that portion of the premiums so paid which represents the cost of 
the pure insurance risk. If the insured died in active service, the 
refund due would be paid as part of the proceeds of the pelicy. The 
indemnity would be decreased by the amount of Government in- 
surance in force at the time of death. 


SAVINGS 


The bill carries out the principles enunciated in the President’s 
message of January 15,1951. The savings under the bill will increase 
as the amount of Government insurance in force and the adminis- 
trative work required in connection therewith diminish. The Comp- 
troller General has estimated that had an automatic free indemnity 
free of charge to the serviceman had been in force during the period 
1940-49, the cost of the Government would have been reduced by 
approximately $587,000,000. 





SERVICEMEN’S INDEMNITY ACT OF 1951 


“J 


EXPLANATION OF THE BILL BY SECTIONS 


The bill, as reported to the Senate, contains two parts—part I is 
cited as the “Servicemen’s Indemnity Act of 1951,” and part II as 
the “Insurance Act of 1951.’ 


SECTION 2 


That on and after June 27, 1950, except as otherwise provided, 
any person in the active service of the Army, Navy, Au Force, 
Marine Corps, Coast Guard, or the Reserve components thereof, 
including the National Guard under the conditions hereinafter noted, 
shall be automatically insured, without cost to the person, against 
death in active service in the amount of $10,000. Also included in this 
coverage are cadets and midshipmen of the United States Military, 
Naval, and Coast Guard Academies, and commissioned officers of 
the Public Health Service and Coast and Geodetic Survey while 
engaged in specified types of duty. In addition, servicemen called 
for active service for a period exc ‘eeding 30 days will be covered after 
separation from the service for a short period of 120 days, so that 
they may have that time within which to adjust their affairs and still 
be protected while deciding upon the type of insurance protection 
they may wish to purchase from a commercial insurance company. 
This additional protection would not be available to a man who 
spends a few days each month in active-duty training as a part of 
some local Reserve unit. 

The broad coverage of the bill would include aviation cadets who are 
taking training in that field in any one of the three services, as well as 
persons in the Reserve components, including the National Guard, 
while engaged in aerial flight in Government aircraft, regardless of the 
period of time involved in such duty, provided such flights are incident 
to their military or naval training. Members of the National Guard, 
except as noted above, are included only when they are called or 
ordered to active duty or active training duty for a period of 14 days 
or more. A man serving in the National Guard on maneuvers for 2 
weeks during the summer, for example, would have the protection 
afforded by this legislation. On the other hand, it would not provide 
protection for members of the National Guard who are performing 
training duty in a drill hall once or twice a month. Neither would it 
give protection to a man injured when the guard was acting as an 
agency of the State in quelling a riot or other disturbance. The 
committee has been advised that any such injuries are compensable 
under the laws of the individual States. 

As amended by the committee, the indemnity would be extended 
as of June 27, 1950, to persons, including volunteers for enlistment 
and reservists called to active duty, who were or shall be provisionally 
accepted and directed or ordered to report to a place for final accept- 
ance or for entry upon active duty and who died or shall die as the 
result of disability incurred while en route to such place. Similar 
coverage is extended to selectees who, in response to an order to 
report for induction and after reporting to a local draft board, died 
or die as the result of disability incurred while en route from such 
draft board to a designated induction station. In all such cases, the 
death shall be deemed to have occurred in active service for the 
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purposes of part I. The indemnity in such disability cases is not pay- 
able unless death occurs within 120 days after the incurrence of such 
disability. 

It will be noted from this section, and it should be stressed, that 
this will give retroactively automatic protection to all men who have 
been in the service since the fighting in Korea started, and in the 
event of death in such service, will authorize payment to their bene- 
ficiaries of the $10,000 indemnity, subject to the provision that 
beneficiaries of those persons having other Government insurance in 
force at the time of death will receive the difference, if any, between 
the amount of such insurance and $10,000. 


SECTION 3 

Section 3 directs the Administrator of Veterans’ Affairs to pay the 
indemnity, upon certification of the death by the Secretary of the 
service department concerned, to the surviving spouse, child or 
children, parent, brother, or sister of the insured. This, it will be 
seen, limits the beneficiaries to the survivors in the immediate family 
of the insured. Beneficiaries within these classes may be named by 
the insured. If the designated beneficiary or beneficiaries do not 
survive the insured, or if none has been designated, the indemnity is 
payable to the first eligible class of beneficiaries according to the order 
set forth above, and in equal shares if the class is composed of more 
than one person. Any installments not paid to a beneficiary during 
such beneficiary’s lifetime are payable to the named contingent 
beneficiary, if any; otherwise, to the beneficiary or beneficiaries within 
the permitted class next entitled to priority. 


SECTION 4 


Section 4: The indemnity is payable in equal monthly installments 
of 120 in number, with interest at the rate of 24 percent per annum. 
The committee is advised that this will amount to $92.90 per month 
for a 10-year period in cases in which the maximum indemnity is 
payable. 

n the insurance programs applicable to World War I and World 
War II veterans provision is made for options to be selected either by 
the insured or at the election of the beneficiary. In restricting the 
indemnity payments to equal monthly installments over a 10- year 
period, the committee is endeavoring to simplify administration and 
at the same time to assure a substantial monthly payment for a 
reasonable period of time. This will provide a larger sum than the 
monthly annuity payments under the existing Government insurance 
programs for w ‘idows with children during the time when a larger 
income will be most needed. It has not been the policy of the Congress 
at any time to permit lump-sum settlement of gratuitous insurance, 


SECTION 5 


Section 5 limits the total liability of the Government to $10,000 in 
any case where an indemnified person also has Government insurance 
in force. Thus, if a man in the service had $5,000 of national service 
life insurance in force at the time of his death on or after June 27, 1950, 
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the beneficiary would receive $5,000 national service life insurance and 
$5,000 gratuitous indemnity. 


SECTION 6 


Section 6 authorizes the Administrator of Veterans’ Affairs to 
promulgate such rules and regulations as may be necessary or appro- 
priate to carry out the purposes of part I. He presently has such 
authority under the National Service Life Insurance Act with reference 
to the amendments of that act proposed under part II of the bill. 


SECTION 7 


- 


Section 7 authorizes appropriations for the payment of liabilities 
under the Servicemen’s Indemnity Act of 1951. 


SECTION 8 


Section 8 provides that any person guilty of mutiny, treason, 
spying, or desertion, or who, because of conscientious objections, 
refuses to perform service in the land or naval forces of the United 
States, shall forfeit all rights to an indemnity under the act; also, 
that no benefit shall be payable for death inflicted as a lawful punish- 
ment, except when inflicted by an enemy of the United States. How- 
ever, the section contains a proviso which makes it clear that restora- 
tion to active duty after commission of any such offense shall restore all 
rights to an indemnity. 

SECTION 9 


Section 9 makes applicable to part I the provisions of Public Laws 
262 and 844 of the Seventy-fourth Congress, as amended, which, 
among other things, would exempt the indemnity from taxation and 
claims of creditors; provide for the payment of benefits to minors and 
incompetents, with or without guardians; and regulate the recognition 
and fees of attorneys and agents. Provision is also made in this 
section that all or any part of the beneficiary’s interest may be assigned 
to any person in the permitted classes when all other such persons 
having rights equal to or greater than those of the assignee join in the 
assignment. 

SECTION 10 


Will add three new sections to the National Service Life Insurance 
Act of 1940, as amended, numbered sections 619, 620, and 621. 
Section 619 will prohibit the future issue of United States Government 
life insurance or national service life insurance to any person in or out 
of service except as provided in section 620. Section 619, however, 
makes it clear that its provision shall not be construed to prohibit the 
issue of national service life insurance or United States Government 
life insurance in which acceptable applications have been received or 
have been placed in the mails properly addressed to the Veterans’ 
Administration or have been delivered to an authorized representative 
of any of the uniformed services prior to the enactment of the bill. 

Section 620 provides that any person who is released from active 
service under other than{dishonorable conditions on or after the date of 
enactment of the bill and is found by the Administrator to be suffering 


8. Rept. 91, 82-1——-2 
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from a disability for which compensation would be payable if 10 
percent or more in degree and, except for which such person would be 
insurable according to standards for qualifying under the good health 
provisions of the National Service Life Insurance Act, as amended, 
shall, upon application in writing made within 1 year from the date 
service connection of such disability as determined by the Veterans’ 
Administration and payment of premiums be granted nonparticipating 
life insurance against the death of such person occurring while such 
insurance is in force. Waiver of premiums issued under this section 
pursuant to sectioa 602 (a) cannot be denied on the ground that the 
service-connected disability became total prior to the effective date of 
such insurance. All persons granted iademnity protection under 
section 2 of part I of the bill are deemed to be in the active service for 
the purpose of applying for msurance, but as to persons provisionally 
accepted and directed or ordered to report for final acceptance offer 
entry into active service and registrants under the Selective Service 
Act of 1948, as amended, who imcur disability while en route to a 
designated station, as specified in the last proviso of section 2 of part | 
of the bill, but who do not die within 120 days, may apply for insurance 
under this section, but in such cases application for such imsurance 
must be filed within 1 year after the meurrence of such disability. 
Premiums collected on this insurance will be credited directly to the 
revolving fund in the Treasury of the U aited States and payments of 
such msurance wil be directly made from such fund. Appropriations 
to such funds are authorized. 

Section 621 provides that any person in the active service for a con- 
tinuous period in excess of 30 days who is insured under national 
service life insurance or United States Government life insurance and 
who continues any such insurance by the payment of premiums while 
in active service shall be entitled to have the amount of any premiums 
paid for the period extending from the enactment of the bill or the 
date of entry into active service, whichever is later, to 120 days after 
separation from such service refunded. With respect to term insur- 
ance premiums, all premiums paid during such period would be re- 
funded. With respect to permanent plan premiums, the refund would 
consist of that portion of the premiums representing the cost of the 
pure insurance risk paid during such period. Such refunded pre- 
miums would bear interest at 3 percent per annum as to national 
service life insurance and 3% percent as to United States Government 
life insurance, compounded annually to 120 days after separation from 
active service. The new section would further provide that refunds 
would not be applied to pay premiums on insurance without specific 
directions in writing from the insured while the insurance is in force; 
that if the policy is matured by death the refund would be paid as part 
of the proceeds of the policy; that any insurance on account of which 
refund is made shall be nonparticipating for the period covered by the 
refund; that whenever benefits of insurance become payable because 
of maturity of such policy of insurance while the insured is in active 
service or within 120 days thereafter, the liability for payment of such 
benefits shall be borne by the United States in an amount which, when 
added to any reserve of the policy at the time of maturity, will equal 
the then value of such benefits; that where life contingencies are in- 
volved in the calculations of the value of such benefits, the calculation 
of liabilities shall be based on such mortality tables as the Administra- 
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tor may prescribe with interest at the rate of 3 percent per annum as to 
National Service life insurance and 3% percent per annum as to United 
States Government life insurance; that the Administrator shall transfer 
from time to time from the national service life insurance appropria- 
tion to the national service life insurance fund and from the military 
and naval insurance appropriation to the United States Government 
life insurance fund such sums as may be necessary to carry out the 
provisions of this section; and that the provisions of this section shall 
a apply to any period for which premiums are paid by the United 
tates. 


SECTION 11 


Section 11 provides that nothing in the act shall be construed to 
cancel or restrict in any way any rights under insurance contracts 
issued on or prior to the date of its enactment. The committee has 
been advised that in the absence of this specific provision the language 
of the bill would not preclude renewal of term insurance, if otherwise 
authorized, or future reinstatement or conversion of policies which 
have lapsed before or after the enactment of the bill. Should the 
question arise as a result of improper interpretation by any Govern- 
ment agency, it is the opinion of the committee that the courts would 
sustain the position that contract rights cannot be affected by subse- 
quent ees In any event, section 11 will remove any doubt 
as to such matters 

SECTION 12 


Section 12 states that part II may be cited as the ‘Insurance Act of 
1951.” 


SUMMARY 


Thus it will be seen that this bill provides a maximum uniform 
coverage for all men who entered the Armed Forces after June 27, 
1950, ‘and who will enter in the future. To the extent that it super- 
sedes Government life i insurance, it should eliminate all of the adminis- 
trative costs and manpower currently required to handle applications, 
premium collections, records, and accounts under the National Service 
Life Insurance Act. It provides the same protection to all survivors 
of men killed in the service of their country and authorizes insurance 
protection after separation from service in all cases where service- 
connected disabilities have impaired insurability. It also encourages 
those having national service life or United States Government to 
carry such insurance during service and to continue it after separation 
therefrom. 

Estimate or Cosr 


In view of a number of indeterminate factors involved, it is not 
possible to make an accurate estimate of the cost or savings which 
would be effected by the bill. However, it is manifest to your com- 
mittee that its enactment, in lieu of the continuance of national 
service life insurance generally, will result in very substantial over-all 
savings to the Government. "In this regard, the Comptroller General 
of the United States has estimated that had the indemnity program 
been in effect during the period from October 8, 1940, to June 30, 1949, 
in lieu of the national service life insurance program, the cost to the 
Government would have been reduced by approximately $587 ,000,000. 
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The reports from the Veterans’ Administration and the Bureau of 
the Budget on S. 304, companion bill to H. R. 1, are as follows: 


JANUARY 18, 1951. 
Hon. Watter F. Georce, 
Chairman, Committee on Finance, 
United States Senate, Washington 25, D. C. 


Dear Senator GeorGE: This is with further reference to your request of 
January 13, 1951, for a report on S, 304, Eighty-second Congress, entitled ‘‘A 
bill to authorize the payment by the Administrator of Veterans’ Affairs of a 
gratuitous indemnity to survivors of members of the Armed Forces who die in 
active service, and for other purposes.” 

The principal purposes of 8. 304 are as follows: 

1. To provide automatic, gratuitous, life indemnity protection in the maximum 
amount of $10,000 for all persons who on or after June 27, 1950, were in the 
active service of the Armed Forces, or within 90 days after separation or release 
from such active service. The indemnity protection in the case of any person 
insured under a contract of national service life insurance or United States 
Government life insurance would be limited to a principal amount of indemnity 
equal to the difference between the amount of such insurance in force at the time 
of death and $10,000. The indemnity would be payable in 120 equal monthly 
installments at the rate of $9.29 per thousand. 

2. To provide indemnity protection for certain groups not eligible to apply for 
national service life insurance under existing law, including cadets and midship- 
men at the service academies; and persons in the Reserve components, including 
the National Guard, while engaged in aerial flights in Government-owned or 
leased aircraft for any period of time, or while engaged in active duty or active 
training duty for certain periods less than 31 days. The right to apply for 
national service life insurance is limited presently to those ordered to active 
service for more than 30 days. 

3. To prohibit the future issue of national service life insurance or United 
States Government life insurance except to those who are rendered uninsurable 
as the result of service-connected disability, and, in certain cases, to those who 
surrender their permanent plan insurance after entry into active service. 

4. To authorize those in active service having permanent plans of national 
service life insurance or United States Government life insurance to surrender 
such insurance for its cash value and to reinstate such insurance or to apply 
for an equal amount of such insurance on the same plan upon application made 
within 90 days after separation from active service. 

5. To authorize the granting of nonparticipating life insurance to any person 
who is released from active service, under other than dishonorable conditions, 
on or after the date of enactment of the bill, and who is found by the Administrator 
of Veterans’ Affairs to be suffering from a disability or disabilities for which 
compensation would be payable if 10 percent or more in degree which renders 
such person uninsurable at standard rates for ordinary life insurance, according 
to recognized underwriting requirements of nongovernmental insurers. Written 
application and payment of premium would have to be made within 1 year 
from date of release from active service. 

No doubt, enactment of the bill would provide automatic, gratuitous, life 
indemnity protection for all persons enateneed by the bill and it would eliminate 
a great amount of administrative work which otherwise would be required under 
the National Service Life Insurance Act of 1940, as amended, if that program 
is continued. The proposed plan would guarantee maximum ($10,000) protec- 
tion to all, which is favored oy many as being a great improvement over the 
present system under which many servicemen do not apply for any insurance 
and, in many instances, for less than the maximum protection. The manpower 
savings which eventually would result from enactment of the bill, particularly 
in the event of an all-out emergency, would be very desirable. 

The following comments are furnished the committee with the view to inviting 
attention to certain provisions of the bill which require clarification or which 
are of such nature as to suggest the advisability of careful consideration in the 
light of experience and legislative history. Such comments are not intended 
to indicate any judgment or recommendation on my part on the basic purpose 
of the bill to provide an indemnity system as a substitute for the present system 
of Government insurance. 

Under the provisions of section 2 of the bill the indemnity would cover persons 
ordered to active duty or active training duty for periods of less than 31 days 
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in the Armed Forces and in the Reserve components thereof, including the 
National Guard. Persons in such groups would be included while engaged in 
aerial flights for any period of time if the flight is incident to their military or 
naval training. Under the provisions of the National Service Life Insurance 
Act, members of the Armed Forces and Reserve components, including the 
National Guard, are not eligible to purchase such insurance unless they are 
ordered to active duty in the land or naval forces of the United States for a period 
of not less than 31 days. Also, cadets and midshipmen at the various academies 
have not been considered as being in the active military or naval service for 
the purpose of purchasing national service life insurance, except during the 
period of World War II, which was terminated for this purpose, on December 
31, 1946. Under existing law cadets and midshipmen and their dependents are 
entitled to compensation for service-connected disability or death. Generally 
speaking, the other groups mentioned above are entitled to such compensation 
for disability or death due to disease if ordered to active duty in excess of 30 
days, and for injury were ordered to active duty for training or inactive duty 
training for any period of time. 

The provisions of section 2 of the bill could be construed as providing an 
indemnity to all persons while in the active service for any period of time, 
other than the National Guard, and provide an indemnity to persons in the 
National Guard only when called or ordered to active duty or active training 
duty for 14 days or more. On the other hand, it could also be construed with 
respect to all persons in the named services, including the National Guard, as 
providing an indemnity only for those called or ordered to active duty or active 
training duty for 14 days or more, other than those engaged in aerial flights 
in Government-owned or leased aircraft. If the 14-day limitation is intended 
to apply only to the National Guard, it is suggested that such intent could be 
clarified by striking the comma after the words ‘‘ National Guard”’ in line 9, 
page 1 of the bill. 

Section 3 provides that the indemnity shall be paid by the Administrator of 
Veterans’ Affairs ‘“‘upon certification by the Secretary of the service department 
concerned of the death of any person deemed to have been automatically insured 
under this part.’’ As it is not clear whether it is intended that such official shall 
also certify as to the death of persons within the 90-day period after separation, 
it is suggested that the committee may wish to clarify this aspect 

The indemnity would be payable only to the surviving spouse, child, or children 
(including a stepchild, adopted child, or illegitimate child if the latter was desig- 
nated as beneficiary by the insured), parent (including a st: parent, parent by 
adoption, or person who stood in loco parentis to the insured), brother, or sister 
of the insured. It is noted that there is no requirement as to the length of time 
or when the relationship of one standing in loco parentis must have existed. 
Under the provisions of the National Service Life Insurance Act, relationship 
of parent in such cases must have existed for not less than | year prior to entry 
of the “child” into active service. Such requirements have been deemed neces- 
sary to assure bona fide relationships and to prevent possible trafficking in the 
lives of servicemen. 

It should be noted that an individual may have more than two parents, as 
that term is defined by the bill, all of whom might share the indemnity at the 
same time. Thus, adoptive parents who reared a child from infaney would have 
to share the Government’s bounty equally with the natural parents who aban- 
doned the child or with parents who stood in loco parentis for any period how- 
ever short. Under the National Service Life Insurance Act, insurance is payable 
only to the parent or parents who last bore that relationship to the insured unless 
some other parent is designated as beneficiary by the insured. Gratuitous insur- 
ance under the mentioned act is payable to a parent only if dependent at the 
time of death of the insured, and is not payable in any case to a brother or sister. 
In fact, this provision is a radical departure from all of the existing veterans’ 
laws authorizing gratuitous benefits, insofar as it includes as direct beneficiaries 
nondependent parents and the new group of brothers and sisters, without regard 
to dependency. 

It is suggested that the provisions pertaining to payments not paid to a bene- 
ficiary during his lifetime would be clarified by inserting the words ‘of an 
indemnity” after the word “installments” in line 22, page 3 of the bill. 

Section 4 provides that the indemnity shall be payable in equal monthly install- 
ments of 120 in number with interest at the rate of 244 percent per annum. In 
other words, the indemnity would be payable for 10 vears at the monthly rate of 
$9.29 per 1,000, Experience has proven that a provision limiting payments for 
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a fixed number of months is difficult to maintain because of the resulting hardship 
to those who would be cut off from the income, especially those who would be more 
dependent upon that income in their declining vears. When the termination of 
the 240 installments of insurance payable occurred with respect to dependent 
parents of deceased veterans of World War I, the Congress saw fit to increase 
their monthly rates of death compensation. It was to overcome this result that 
provision was made for the life income guaranty for persons in the older age 
brackets under the original National Service Life Insurance Act. Under the 
National Service Life Insurance Act interest is at the rate of 3 percent per 
annum as contrasted with the interest rate of 24 percent per annum under the 
bill. This reduction in the interest rate will create a reduced benefit in com- 
parison with payments made over a similar period of time under contracts of 
national service life insurance. Under the National Service Life Insurance Act, 
as amended, insurance may be payable in a lump sum, in installments of from 36 
to 240 months, or under certain life annuity settlements. 

The provisions of section 5 make clear that the maximum indemnity will not 
be payable in addition to any Government insurance in force at the time of death. 
However, it is provided that in case a person is also insured under a contract 
of Government insurance, a principal amount of indemnity equal to the difference 
between the amount of such insurance and $10,000 would be payable. Therefore, 
in order to take full advantage of the maximum free indemnity, persons in the 
active service having national service life insurance or United States Government 
life insurance will be required to take certain steps to terminate their coverage 
under such insurance. In this regard the bill provides that persons having perma- 
nent plans of such insurance may surrender it for its cash value and upon applica- 
tion within 90 days after separation from active service reinstate the same or be 
granted new insurance on the same plan in an equal amount, without medical 
examination. It would appear that this provision is included to protect the 
interest of those who surrender for cash by exempting them from the provision 
in the National Service Life Insuranee Act (sec. 602 (c) (2)) that insurance 
surrendered for cash may not be reinstated nor may such person be granted new 
insurance in an amount in excess of the difference between the amount of the 
insurance surrendered and $10,000. No provision is contained in the bill with 
respect to preserving or reviving any rights under 5-year level premium term 
contracts issued prior to January 1, 1948, in cases where the term period may 
expire during the active service of the insured. However, such term policyholders 
may renew their insurance prior to expiration of the term, or they may convert 
to a permanent plan while in the active service, lapse the same, and then reinstate 
such insurance after separation from service, upon a showing of good health. 

Section 5 also provides that waiver of premiums under the National Service 
Life Insurance Act of 1940, as amended, shall not be denied in any case in which 
it is shown to the satisfaction of the Administrator that total disability of the 
applicant commenced prior to the date of his application. It is assumed that 
this provision has reference only to the insurance authorized under section 
5, although the broad language might be construed to have general applica- 
tion to all insurance under the mentioned act. It is believed that limiting 
language to express the intent would be desirable. 

The provisions with respect to reinstatement or issue of new insurance with- 
out medical examination and waiver of premium for total disability which com- 
menced prior to the application for insurance will impair the integrity of the 
national service life insurance fund. Such additional liability will arise in 
those cases in which the preexisting disability is not traceable to the extra 
hazard of military service. To avoid impairing the fund, the bill should be 
amended. It has been my consistent policy to recommend unfavorable con- 
sideration of proposals to impair the national service life insurance fund for 
the benefit of special groups. It is suggested that the committee may wish to 
consider amending this provision so as to place those risks which are unin- 
surable under the good health provisions of the National Service Life Insur- 
ance Act in the same category as the nonparticipating insurance proposed to 
be granted under section 10 of the bill. 

The provisions concerning weiver of premiums, as contained in sections 5 and 
10 of the bill, with resyect to findings of to.al dicsbilit, are not identical, al- 
though the reason for such difference is not clear. 

The indemnity would be payable generally regardless of the cause of death 
unless inflicted as lawful punishment for crime or for military or naval offense, 
except when inflicted by an enemy of the United States. All rights to an in- 
demnity would be forfeited by any person guilty of mutiny, treason, spying, or 
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desertion, or who, because of conscientious objections refuses to perform services 
in the land or naval forces of the United States or refuses to wear the uniform 
of such force. The proviso in section 8 could be construed as exempting an 
individual from forfeiture for subsequent offenses if restored to active duty 
after the first offense specified. If such effect is not intended, it is suggested 
that any possibility of such construction could be avoided if the proviso were 
amended to read: “Provided, That restoration to active duty after commission 
of any such offense shall restore all rights to an indemnity under this part.’ 
Section 9 of the bill would make the provisions of Public, Nos. 262 and 844, 
Seventy-fourth Congress, applicable to the indemnity provisions. Among other 
things, these acts would exempt the indemnity from taxation and claims of 
creditors; provide for the payment of benefits to minors and incompetents with 
or without guardians and regulate the recognition and fees of attorneys and 
agents. As both Public, No. 262 and Public, No. 844 have been amended, it is 
suggested that the words ‘‘as amended,”’ should be added before the words ‘‘and 
titles II’’ in line 2, page 6, and before the words ‘‘insofar as’’ in line 4, page 6. 
Section 9 also provides that assignments of al] or any part of the beneficiary’s 


interest may be made by a beneficiary to a widow, widower, child, father, mother 


brother, or sister of the insure!, when all other persons within the permitted 
classes join in the assignment. The Nationa! Service Life Insurance Act provides 
that assignments of all or any part of the beneficiary’s interest in insurance 


may be made only by a designated beneficiary to certain classes when the ds 


nated contingent beneficiary, if any, joins in the assignment and on the furt! 
condition that the assignment is delivered to the Veterans’ Administration before 
any payments of the insurance shall have been made to the beneficiary. The 
administration of the assignment provision of the bill without conditions similar 
to those contained in the National Service Life Insurance Act would be extremely 
difficult because it would be necessary to contact relatives whose whereabouts 
and identity may not be known, and would result in considerable controversy 
and delay in certain cases. 

Part IT (sec. 10) of the bill would prohibit issue of United States Government 
life insurance or national service life insurance to any person after its enact- 
ment except former insureds under the mentioned permanent plans of insurance 
surrendered for cash and except those released from active service under other 
than dishonorable conditions who are found by the Administrator to be suffering 
from a disability or disabilities for which compensation would be payable if 
10 percent or more in degree and which renders such persons uninsurable a 
standard rates for ordinary life insurance. In such latter cases applications must 
be made within 1 year from the date of release from active service and payment 
of the required premiums. Such insurance would be issued on a nonparticipating 
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basis and all premiums and other collections therefor and premiums and other 
collections hereafter received on nonparticipating insurance issued under other 
provisions of the National Service Life Insurance Act of 1940, as amended, 
would be credited directly to a revolving fund in the Treasury of the United 
States and any payments on such insurance would be made directly from such 
fund. It is clear that a disability or disabilities for which compensation would 
be payable if 10 percent or more in degree would include those which are 
presumptively as well as those which are directly service-incurred, many of which 
are not the direct result of the performance of military duty. This is in contrast 
with a provision in the National Service Life Insurance Act with respect to 
this type of insurance which requires that the disability be the direct result 
of the performance of military duty. It is suggested that the word ‘‘directly”’ 
in line 10 of page 7, should be ‘‘directed.”’ 

Section 11 specifically provides that nothing contained in the bill shall be 
construed to affect any rights under insurance contracts issued on or prior to 
the date of its enactment. This would include the right to reinstate or convert 
any insurance issued prior to the enactment of the bill. As under existing law, 
such rights under 5-year level premium term insurance, including any right of 
renewal, would have to be asserted before the expiration of the term period. 
It is suggested that for clarification the words ‘‘cancel or restrict’? should be 
substituted for the word “‘affect”’ in this section. 

As the bill provides that part I may be cited as the ‘‘Servicemen’s Indemnity 
Act of 1951” and part II as the “Insurance Act of 1951,’ the words ‘this Act”’ 
as used in section 11 could be construed as applying to part II only. If intended 
to relate to both parts, it is suggested that the words ‘‘part I or part IL” be 
inserted before the words “in this Act’’ in line 16, page 8. 

To avoid possible misunderstanding, attention is invited to the fact tl 
administrative savings within the Veterans’ Administration cannot be expected 
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until a considerable period of time has elapsed after enactment of the bill. 
Underwriting activities required by the provisions of the National Service Life 
Insurance Act would be materially curtailed. However, many persons in service 
and those entering who have term policies would convert their term insurance 
and subsequently surrender such insurance for cash. This will, of course, entail 
the processing of an unknown number of cash surrender applications and making 
the necessary refunds. It will also entail the processing of an unknown number 
of applications for conversion, issuing policies, and subsequently processing cash 
surrender applications. There will also be an unknown amount of administrative 
expense and manpower involved in reissuing and reinstating this insurance at 
time of discharge, as well as the adjudication of many disability claims. Further- 
more, those persons in active service who do not convert and surrender their 
insurance for cash will very likely discontinue their exis.ing Government life 
insurance in order to take advantage of the indemnity payment. Adminis- 
tratively this will entail the discontinuance of allotments, closing out of pre- 
mium reeord ecards, and refunding of any unearned premiums, 

The granting of insurance under the proposed section 620 to be added to the 
National Service Life Insurance Act will impose unique problems involving the 
determination as to whether the serviceman’s disability is such that compensa- 
tion would be payable if 10 per centum or more in degree, and whether the 
veteran is uninsurable. There are no existing ‘“‘standard rates for ordinary life 
insurance, according to recognized underwriting requirements of nongovern- 
mental insurers,’’ which have been adopted by all private insurers. Accordingly, 
striet compliance with this requirement would be impossible. In view of this, 
it is suggested that the committee may desire to revise this language of the bill 
to refer instead to the standards which have been established by the Admin- 
istrator for qualifying under the good health provisions of the National Service 
Life Insurance Act, and the regulations issued pursuant thereto. 

Because of the many unknown factors, the Veterans’ Administration is unable 
to estimate the cost of the bill, if enacted. Moreover, for the same reasons, it 
may be noted that the Veterans’ Administration would be unable to estimate 
the future cost of the national service life insurance program if continued on 
the present basis. 

With respect to a similar report on a bill (H. R. 1, 82d Cong.), identical to 
S. 304 here under consideration, the Bureau of the Budget advised that there 
would be no objection to the submission of the report to the Congress, and it 
invited attention to the recommendations contained in the President’s budget 
message of January 15, 1951, for the enactment of legislation embracing the 
principles involved in the bill. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeET, 
Washington, D. C., January 25, 1951. 
Hon. WattTer F. GrorGeE, 
Chairman, Committee on Finance, 
United States Senate, Washington,*D. C. 

My Dear Senator Georce: This letter is in reply to a verbal request from your 
staff for the views of the Bureau on the Budget concerning 8S. 304 and 8. 506, 
bills ‘“‘to authorize the payment by the Administrator of Veterans’ Affairs of a 
gratuitous indemnity to survivors of members of the Armed Forces who die in 
active service, and for other purposes.’”’ This report is also generally applicable 
to H. R. 1 which passed the House of Representatives yesterday, the purpose of 
which is identical with that of 8. 304 and 8. 506. Views are also expressed on 
S. 84, a bill ‘‘to provide automatic national service life insurance coverage for 
certain persons in the active military or naval service.”’ 

Part I of S. 304 and 8. 506 provides for an indemnity of $10,000 in the event 
of death during active service or within 90 days after separation from such service 
for personnel of the Armed Forces. The indemnity would be payable to certain 
specified classes of beneficiaries in accordance with a designation by the service- 
man or, failing such designation, in a sequence provided in the bill, in 120 equal 
monthly installments, with interest computed at the rate of 2 percent per 
annum. The indemnity would be reduced by the amount of national service life 
insurance or Government life insurance in force at the time of death. Provision 





SERVICEMEN’S INDEMNITY ACT OF 1951 e 17 


is included granting certain reinstatement rights to individuals who surrender 
during periods of active service any national service or Government life insur- 
ance other than term insurance. The indemnity provisions would apply in all 
cases of active service on and after June 27, 1950. H. R. 1, as passed by the 
House, differs from 8. 304 and 8. 506 in that it would in addition enable any 
person in active service having United States Government life insurance or na- 
tional service life insurance on the 5-vear level premium term plan, the term 
of which expires while he is in active service after the date of enactment of the 
bill, to be granted the privilege of acquiring an equivalent amount of term in- 
surance on his release from service. 

Part I] of these bills would terminate the issuance of national service life 
insurance or Government life insurance contracts upon the effeciive date of 
this legislation. It provides for a special insurance system Open to any person 
who is released from active service under other than dishonorable conditions 
and who is suffering from a service-connected disability which renders him un- 
insurable at standard rates according to recognized underwriting requirements 
of nongovernmental insurers. Application is to be made wichin a year from 
the date of discharge. This insurance, on a nonparticipating basis, is to be 
generally subject to the provisions of the National Service Life Insurance Act 
of 1940, as amended. Premiums and other collections are to be deposited and 
covered into the Treasury to the credit of a separate revolving fund and any 
payments On such insurance are to be made directly from the fund. Appropria- 
tions to the fund would be authorized. 

In their general outlines and objectives, these bills would effeciuate the recom- 
mendations for immediate revision of the servicemen’s insurance system which 
were proposed in the President’s budget message of January 15. Advantages 
of an indemnity system which make it preferable to continuance of a voluntary 
insurance system, such as the present one, are: 

(a) An indemnity would provide a uniform and equitable minimum of 
protection for dependents of all servicemen, which is not achieved by the 
present insurance system; 

(6) An indemnity would eliminate virtually e1 
ministration required for payroll deductions and ot 
the present insurance system; and 

(c) An indemnity would fill a gap that might otherwise occur for some 
survivors of servicemen if the present voluntary insurance were dropped and 
no special substitutes were provided. 

S. 304, S. 506, and H. R. 1 all fulfill the first two objeetives identified above. 
The importance of reducing administrative expense and conserving manpower 
now and in the foreseeable faiture is emphasized both by the greatly inereased 
insurance workloads resuking from rapid Armed Forces expansion and by the 
manpower problems directly resulting from defense requirements Although the 
Veterans’ Administration is expanding its staff to handle the increased insurance 
workloads as expeditiously as possible, some backlog is inevitable and every 
worker absorbed by national service life insurance work is, of course, unavail- 
able for defense activities. All these factors were taken into consideration by 
the President in the formulation of the recommendations in his budget message 
referred to above. 

There are, however, some points with respect to the current bills which | 
should like to call to your attention. 

(a) Payment of the gratuity in 120 monthly installments in many cases 
would leave a gap between the termination of the payments and the age at 
which the survivor would begin to receive income under other plans of sur- 
vivor protection. This gap would be only partially filled by the continued 
receipt of veterans’ compensation benefits. Thus the third objective set 
forth above would in many instances not be fulfilled by these bills. More 
adequate protection could be made available through the provision for some 
flexibility in the settlement provisions so that the indemnity could be paid 
on a basis more consistent with the needs of the beneficiary. Such flexi- 
bility could be provided by permitting the beneficiary to choose the 10-year 
income, income to age 65, or life income. 

(b) These bills incorporate by reference various procedural and admin- 
istrative aspects of the National Service Life Insurance Act of 1940, as 
amended, which have been the subject of concern both tothe Congress and 
the executive branch of the Government. In particular, the bills fail to 
require use of modern mortality tables for premium rates and life-income 
settlements. Further the bills would continue interest at 3 percent rather 
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than specify the 244 percent rate used in section 4, which is more nearly the 
average interest rate on Government obligations. 

(c) The bills provide for a 90 day “grace’’ period after separation from 
the Armed Forces during which time the former serviceman would continue 
to receive gratuitous protection. It would appear that this period is longer 
than necessary to permit the serviceman to make such arrangements as he 
wished with regard to providing protection to his survivors through com- 
mercial insurance. In view of the fact that this unnecessarily extended 
period of Government liability would increase the cost of the bill at no 
apparent benefit to the Government, we suggest a shorter period of postservice 
protection. 

(d) Certain individuals who would be eligible for survivor protection 
under these bills are now eligible for survivor protection under the terms of 
the Federal Employees’ Compensation Act, 1916, as amended. Section 7 of 
that act provides that any individual entitled to receive benefits under the 
Federal Employees’ Compensation Act shall elect whether to receive such 
benefits or those available gratuitously under other provisions of law. Lan- 
guage changes necessary to assure avoidance of dual benefits are recom- 
mended. 

The prospective cost of this legislation depends upon such factors as the size 
of the Armed Forces and more particularly the number of casualties which may 
occur. Some indication of the comparative cost, however, is provided by a 
comparison of the estimated cost of national service life insurance from 1940 
to 1949, with the estimated cost of these bills over the same period of time had 
they been in effect. The basic data are from the seventh intermediate report 
of the House Committee on Expenditures in the Executive Departments (H. 
Rept. No. 2761, 81st Cong.), the Veterans’ Administration, and the Armed Force. 


Actual or estimated cost, in billions 


| Indemnity 





sides | §.304,8. | legislation 

Item NSLI | 506, H.'R. 1 \plus or minus 
| | ee 

—_ —_——_ —_— _—_— oe — — - - ~ ~~ — —— —- “| —---— -_——-— TI —_——_——___— — 
Death cl-ims___.._- alla aie cea ne ae $3.8 | $4.4 | +$0.6 
Premium waivers and aviation cadet premiums-._----- 7 0 - 1 
Extra interest (0.8 percent) aes 4 as ate 3] 0 | —.3 
Subtotal direct benefit payments - - - - Rises chek akcebbin dds 4.2 | 4.4 | +.2 
Administrative costs_.............-..-.. al OP mj a —.6 
UR ctiidtlnceniie detoubiocakuwetindute wish nbtbeiabent hint 4.9 | 4.5 | -.4 


We believe that the comparative cost of the indemnity and the insurance is 
reflected with substantial accuracy by the above data, and that the savings 
reflected for the indemnity system represent the reasonable minimum which 
would have occurred. 

In our initial testimony before the House Veterans’ Affairs Committee, we 
estimated that savings might total $0.8 billion as compared with the $0.4 billion 
indicated above. The range in estimates is attributable to a difference in allocat- 
ing two elements of cost which we feel should be considered by the Congress. 

(a) The elimination from national service life insurance costs of $0.1 
billion in interest included in our earlier estimate, which subsequent analysis 
has indicated to be a questionable charge; and 

(b) The inclusion in H. R. 3 costs of an allowance of $0.3 billion for 30,000 
Philippine Army claims at $10,000 each. This represents a maximum allow- 
ance for these gratuitous claims, which are included in national service life 
insurance death claim costs at $5,000 each, the amount actually paid. 

You will note that while death claim benefit payments under these bills would 
have been $0.6 billion greater, the total estimated cost under any of these meas- 
ures would have been $0.4 billion less due primarily to reduction in administrative 
costs. This reduction would have resulted in part from the simpler administrative 
problem in handling in-service cases, and in part from the reduction in the post- 
service insurance program. 

In addition to reflecting lower costs under the indemnity approacn, the estimate 
also indicates that about 98 percent of the total costs of 5. 304, S. 506, or H. R. 1 
would be represented by death-claim payments, as compared with about 78 
percert under national service life insurance. The $0.6 billion in additional 
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death benefits which would have been paid out under indemnity legislation 
would have gone to the survivors of servicemen without insurance, to the sur- 
vivors of servicemen with less than $10,000 insurance, or to the survivors of 
servicemen who were determined by the Veterans’ Administration to have died 
as a result of normal hazards. In other words, not only would the cost of 
these bills have been less but they would have provided survivor benefits to 
many thousands of beneficiaries who did not have national s»rvice life insurance 
protection at all, and to many thousands of others they would have provided 
more benefits than were available under national service life insurance. In 
those cases where more than $10,000 was paid to the benefiziary under national 
service life insurance because of the obsolete mortality tables used, the bills 
would limit the benefits paid to $10,000. This assurance of universal survivor 
protection in the amount of $10,000 which is given by 8. 304, 8. 506, and H. R. 1 
appears to us to be desirable, and would result in greater equity to all. 

5. 84 would provide gratuitous national service life insurance protection in the 
amount of $10,000 to persons dying in line of duty or reporting for service in 
the Armed Forces during a period commencing June 27, 1950, and ending 120 
days after the enactment of the bill. While the bill has in common with 8. 304, 
5S. 506, and H. R. 1 the desirable objective of providing universal protection 
retroactively since June 27, 1950, future coverage would be provided through 
optional national service life insurance, which results in only partial survivor 
protection. 8S. 304, 8S. 506, and H. R. 1, on the other hand, provide continuous 
uaiversal coverage under an indemnity system. Furthermore, even the retro- 
active protection provided under 8S. 84 would be achieved through the use of the 
administratively cumbersome national service life insurance system, with resultant 
additional cost and workload. For these reasons $8. 84 cannot be considered in 
accord with the program of the President. 

Subject to your further consideration of the suggestions concerning (a) the 
optional settlement provisions, (b) continuance of outmoded mortality tables 
and a subsidized interest rate in the postservice insurance system for disabled 
veterans, (c) the 90-day grace period, and (d) dual coverage under the Federal 
Employees’ Compensation Act, we wish to advise you that the general approach 
embodied in 8. 304, 8S. 506, and H. R. 1 is sound and in accord with the program of 
the President. 

Sincerely yours, 
EvMER B. Sraats, Assistant Director. 
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Fesruary 14, 1951.—Ordered to be printed, under authority of the order of 
the Senate of February 12 (legislative day of January 29), 1951 


Mr. Georae, from the Committee on Finance, submitted the following 


REPORT 
(To accompany H. R. 1724] 


The Committee on Finance, to whom was referred the bill (H. R 
1724) to provide for the renegotiation of contracts, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 


GENERAL STATEMENT 


Your committee held hearings on H. R. 1724, at which represen- 
tatives of the Defense Department and representatives of business 
and industry appeared. After studying the bill and hearing the 
testimony of witnesses, your committee made the following major 
— in the bill: 

‘The minimum amount subject to renegotiation in any fiscal year 
a a contractor or subcontractor is increased from $100,000 to 
$500,000. 

The exemptions contained in the House bill with respect to con- 
tracts and subcontracts for agricultural commodities and for the 
products of mines, oil and gas wells, and mineral or natural deposits 
have been broadened to conform to the exemptions contained in the 
renegotiation law in effect during World War ILI. 

In the case of contracts and subcontracts with a common carrier 
for transportation or with a public utility, your committee has pro- 
vided a new mandatory exemption. 

4. Your committee bill also exempts from renegotiation any con- 
tract with a charitable, educational or scientific institution, ete., 
exempt under section 101 (6) of the Internal Revenue Code, pro- 
vided that the income from such contract or subcontract is not 
unrelated business income under the income-tax law. 


S. Rept. 92, 82-1——1 
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The committee bill has also provided for a partial mandatory 
winietion in the case of subcontracts for durable productive equip- 
es 

Your committee bill, like the House bill, provides for a Renego- 
earn Board to be composed of five members, all to be appointed 
by and with the advice and consent of the Senate. The House bill 
required all five members to be appointed by the President. Your 
committee bill provides for one to be appointed by the President to 
serve as Chairman, one each to be appointed by the Secretaries of 
the Army, Navy, and Air Force, respectively, subject to the approval 
of the Secretary of Defense, and one to be appointed by the Admin- 
istrator of General Services. Under the House bill the compensation 
of each member of the Board was fixed at $12,500. Under your com- 
mittee bill the compensation of the Chairman is fixed at the rate of 
$17,500 and of the other members at the rate of $15,000 per annum. 

7. Under the House bill the President is given the authority to 
designate additional departments whose contracts shall be subject 
to renegotiation. Under the House bill, any department exercising 
functions in connection with the national defense might be designated. 
Your committee bill limits this power of the President to departments 
exercising functions having a direct and immediate connection with 
the national defense. While a literal wording of the bill would re- 
quire all contracts with the departments specifically named or those 
designated by the President to be renegotiated, your committee con- 
te: nplates that the Board by a judicious use of its power to make 
permissive exemptions of contracts by classes or types will properly 
limit the area of renegotiation where the contracts are not intimately 
related to the defense effort. 

8. Under the House bill the profit limitation provisions of the 
Vinson-Trammel Act are made inapplicable to any contract or sub- 
contract if any of the receipts or accruals therefrom are subject to 
this act. Your committee bill similarly suspends the profit limitation 
provisions of the Merchant Marine Act of 1936. 

Under the House bill renegotiation could apply to amounts re- 
ceived or accrued after January 1, 1951, where the performance to 
which the receipts or accruals relate occurred prior to July 1, 1950. 
Your committee bill limits the applicability of renegotiation to receipts 
and accruals attributable to performance after June 30, 1950. 

10. Under the House bill losses under renegotiable contracts for 
1 year cannot be offset against excessive profits “for subsequent years. 
Your committee bill relieves this situation to the extent of permitting 
losses incurred on renegotiable business in one fiscal year to be carried 
over as allowable costs in the renegotiation of the contractor’s next 
fiscal year only. 

11. It was not clear from the House bill whether sufficient incentive 
was provided to the contractor or subcontractor to reduce his costs 
and increase his productivity by efficiency in the use of facilities, ma- 
terials, and manpower. Your committee bill makes it mandatory that 
favorable recognition be given to the efficiency of the contractor or 
subcontractor, with particular regard to attainment of quality and 
quantity production, reduction of costs, and economy in the use of 
facilities, materials, and manpower. 

Under the House bill interest on unpaid renegotiation indebted- 
ness accrued at the rate of 6 percent per annum. Your committee bill 
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reduces the rate of interest to be charged in such cases to 4 percent 
per annum and limits to 3 years the period during which interest shall 
accrue in certain cases where the contractor has filed a petition with 
the Tax Court. Interest payable to the contractor on overcollections 
is likewise reduced from 6 to 4 percent. 

13. Your committee bill adds a new provision to make it clear that 
renegotiable contracts or subcontracts which have been assigned 
banking institutions as collateral for loans are not subject to 
holding for the renegotiation liability of their assignors 


to 


vith- 


Discussion oF Major Provisions 
1. THE DOLLAR LIMITATION 


Under the House bill, no contractor or subcontractor may be 
renegotiated for any year unless more than $100,000 subject to the 
bill has been received or accrued by him, or persons under common 
control with him. The Renegotiation Act of World War I] had a 
limitation of $100,000, which was later increased to $500,000. At 
the time the recommendation for the $500,000 limit was made, 
information available indicated that if the limit were left at $100,000, 
the workload of the renegotiation agencies would be approximately five 
times greater and that the additional recoveries resulting to the 
Government would be very small. With the reduction in value of the 
dollar since 1944, this problem is now much more serious. Experience 
under the World War II] law indicated the difficulty in securing men 
with experience and judgment to exercise renegotiation functions. 
There is a greater shortage of such men today than in 1944. Further- 
more, to make the limitation as low as under the House bill would 
create a considerable hardship on small business. It is believed that 
any excessive profits which might arise in cases under the $500,000 
limit would not be great enough to warrant renegotiation because of 
the excess-profits tax. It is also the opinion of your committee that 
raising the limit to $500,000 will enable the renegotiators to concen- 
trate on the larger cases. 

Your committee bill continues the $25,000 limit contained in the 
House bill in the case of subcontractors whose income is derived from 
commissions and fees based upon renegotiation contracts and sub- 
contracts. 

Your committee bill also continues the “‘floor’’ provisions of the 
House bill so that no determination of excess profits to be eliminated 
may be in an amount greater than the amount by which the receipts 
or accruals exceed the ‘floor’? of $500,000 or $25,000, as the case 
may be. 

Like the House bill, the committee bill provides that if the fiscal 
vear of a contractor or subcontractor is a fraction: . part of 12 months, 
the $500,000 or $25,000 limit, as the case may be, shall be reduced 
to the same fractional part thereof. Your committee bill, however, 
provides a special rule for a fiscal year beginning in 1950 and ending 
in 1951. Insucha case, the $500,000 amount, or the $25,000 amount, 
is required to be reduced to an amount which bears the same ratio 
to $500,000 or $25,000 as the case may be, as the number of days in 
such fiscal year after December 31, 1950 bears to 365. However, this 
requirement for reduction of the limitation for a fiscal year beginning 
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in 1950 and ending in 1951 will not apply where the contractor or 
subcontractor has agreed to have renegotiated under this bill amounts 
received or accrued in such year prior to January 1, 1951. 

Your committee bill eliminates the provision in the House bill that 
in computing the $500,000 and $25,000 limitations with respect to 
companies under common control, such computation shall be made 
without elimination of intercompany sales. 


2. AGRICULTURAL AND RAW MATERIAL EXEMPTIONS 


Your committee has adopted exemptions relating to contracts and 
subcontracts for agricultural commodities and for products of mines, 
oil and gas wells, and other mineral and natural deposits and timber, 
which are identical with the exemptions contained in the renegotiation 
statute in effect during World War IT. 

Section 106 (a) (2) of the committee bill grants an exemption to 
any contract or subcontract for an agricultural commodity in its raw 
or natural state, or, if it is not customarily sold or does not have an 
established market in such state, in the first form or state in which it 
is customarily sold or in which it has an established market. The 
definition of agricultural product is broad and includes not only 
products resulting from the cultivation of the soil but also natural 
resins, saps and gums of trees; animals, fish, and the produce of live 
animals such as wool, eggs, milk, and cream. Unlike the House bill, 
your committee bill does not limit the exemption to contracts or sub- 
contracts with the producer of the agricultural commodity but applies 
it to all contracts and subcontracts for an agricultural commodity 
within the scope of the exemption. 

Section 106 (a) (3) exempts from renegotiation any contract or 
subcontract for the product of a mine, oil or gas well or other mineral 
or natural deposit, or timber, which has not been processed, refined 
or treated beyond the first form or state suitable for industrial use. 
It is intended by this exemption to exempt all products which would 
have been exempt under the identical exemption contained in the 
renegotiation statute in effect during World War II. Thus, this 
exemption applies to contracts or subcontracts for the sale of pig iron, 
which is the first form or state of iron ore which is suitable for indus- 
trial use. This is to be contrasted with the provision in the House 
bill which makes the exemption inapplicable to iron ore if it has been 
processed, refined or treated beyond the first commercially marketable 
state as described in the House bill. Similarly, this exemption is 
intended to apply, as in the case of the comparable exemption in 
effect durmg World War II, to zine ores which bave not been pro- 
cessed, refined, or treated beyond the form or state of zinc ores and 
concentrates, anodes, bars, oxide, powder and slabs. As was the case 
under the statute in effect during World War II, certain by-products 
resulting from processes designed to produce an exempted product are 
also exempt. Examples of this are by-products resulting from the 
processing of natural gas, such as natural gasoline, butanes, propanes, 
and residue gas. 

In order to place an integrated producer who ee any of the 
products described in section 106 (a) (2) and (3) or produces them 
initially and processes them up to and beyond the last exempted form 
or state on a parity with a producer who sells at the last exempted 
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form or state, the Board is required in section 106 (b) to prescribe 
such regulations as may be necessary to give such integrated producer 
a cost allowance substantially equivalent to the amount which would 
have been realized by such producer if he had sold the product at 
its last exempted form or state. 

Since contracts with the acquirer of a product at its last exempted 
form or state are entitled to the same exemption as contracts with the 
producer of such product under your committee bill, there has been 
added to section 106 (b) a provision, similar to that contained in the 
renegotiation statute in effect during World War II, whereby, to the 
extent that the profits realized by a contractor or subcontractor by 
reason of the increment in value of his excess inventory of the products 
described in section 106 (a) (2) and (3) in the form or state in which 
contracts therefor are exempted under such paragraphs are applicable 
to receipts and accruals subject to the provisions of the act, they shall 
be excluded from consideration in determining excessive profits. The 
test as to whether or not any contractor or subcontractor ahs an excess 
inventory of such materials turns upon whether or not the contractor 
or subcontractor has in inventory quantities of such materials in 
excess of the amount reasonably necessary to fulfill existing contracts 
or orders. The method of determining the portion of the profits ap- 
plicable to receipts and accruals subject to this act realized by reason 
of the increment in value of an excess inventory and the method of 
excluding such portion of such profits from renegotiation will be set 
out in regulations prescribed by the Board. 

The following example will show how the amendment operates. 
A has, through the purchase of long cotton, 600,000 pounds of cotton 
on hand on a particular date, which has a book cost of 30 cents a 
pound. On this date, A has future orders which will consume only 
100,000 pounds of such cotton. A thus has a long position of 500,000 
pounds of cotton. The next contract that A takes is for Government 
goods and requires the use of 500,000 pounds of such cotton. On the 
day A takes the Government contract, the current market price of 
such cotton is 35 cents a pound. In such a situation A has placed 
himself in a position to realize an inventory profit of $25,000. This 
inventory profit, if realized, is not a manufacturing profit but is mn 
the nature of an investment or speculative profit which could be 
realized. It has no relationship to the profits to be derived from the 
Government contract, and, therefore, represents a profit from an 
excess inventory, which is excluded from renegotiation under the 
amendment. 

8. PUBLIC UTILITY EXEMPTION 


The House bill did not provide for an expressed exemption from 
renegotiation in the case of contracts with common carriers or public 
utilities. Your committee has added a specific mandatory exemption 
in such cases. 

The committee amendment exempts any contract or subcontract 
with a common carrier for transportation or with a public utility for 
gas, electric energy, water, communications, or transportation, when 
made in either case at rates not in excess of published rates or charges 
filed with, fixed, approved, or regulated by a public regulatory body, 
State, Federal, or local, or at rates not in excess of unregulated rates 
of such public utility which are substantially as favorable to the users 
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and consumers as are the regulated rates. In the case of transporta- 
tion, by common carrier by water, the exemption applies only to such 
furnishing or sale by the common carrier which is subject to the juris- 
diction of the Interstate Commerce Commission under part III of the 
Interstate Commerce Commission Act, or subject to the jurisdiction 
of the Federal Maritime Board under the Intercoastal Shipping Act, 
1933. 

It is believed desirable to specifically exempt contracts of this type 
since the vendor is subject to regulation by a public regulatory body, 
and where the vendor is not regulated the rates are substantially as 
favorable to users and consumers as are the regulated rates. This 
exemption will avoid possible complication between Federal and State 
or local authority in these fields as well as between different Federal 
departments or agencies. 


4. CHARITABLE AND EDUCATIONAL EXEMPTION 


The House bill contains no exemption of contracts or subcontracts 
entered into with charitable, educational, and scientific institutions 
exempt from taxation on the income from their related activities 
under section 101 (6) of the Internal Revenue Code. 

Your committee bill adds a mandatory exemption with respect to 
such contracts. It provides that any contract or subcontract with an 
organization exempt from taxation under section 101 (6) of the 
Internal Revenue Code is to be exempt from renegotiation where the 
income from such contract or subcontract does not constitute unrelated 
business income within the meaning of section 422 of the Internal 
Revenue Code. This exemption would particularly apply to contracts 
or subcontracts entered into with educational institutions to conduct 
research activities. 


5. SUBCONTRACTS FOR DURABLE PRODUCTIVE EQUIPMENT 


A new partial mandatory exemption has been added by your 
committee bill in favor of subcontracts for machinery, tools, or other 
so-called durable productive equipment which does not become a part 
of an end product or of an article incorporated therein and which is 
not acquired by the purchaser for the account of the Government. 
The exemption is limited to equipment of this description which has 
an average useful life of more than 5 years. It is provided that there 
shall be subject to renegotiation only that part of the receipts or 
accruals from subcontracts for such equipment which bears the same 
ratio to the total of such receipts or accruals as 5 vears bears to the 
average useful life of such equipment. Average useful life is stated 
to be as specified in Bulletin F of the Bureau of Internal Revenue or, 
if not therein specified, then as estimated by the Board. 

The cost of long-lived equipment which does not become property 
of the Government is ordinarily reimbursed to the owner over a period 
of years in the form of the depreciation charge for the use of the 
equipment on Government work. Reimbursement is completed, there- 
fore, only when the entire service life of the equipment is exhausted in 
such work. Where only a fraction of the life is so consumed, reimburse- 
ment through ordinary means is also partial. It is therefore considered 
proper that renegotiation should apply only to that portion of the 
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profit which corresponds to the portion of the service life of the equip- 
ment that is exhausted in the performance of renegotiable contracts 
and subcontracts. 

The method adopted in your committee bill to effectuate this 
principle is to invoke an arbitrary assumption calculated to work 
substantial over-all justice and at the same time to provide a workable 
rule. The assumption made is that the first 5 years of the service life 
of equipment originally acquired for defense production will be de- 
voted entirely to such work, and that the remainder of the service life 
will be devoted to ordinary commercial work. Proceeding upon this 
assumption, the renegoti: able portion of the sales of such equipment by 
suppliers is stated to be the proportion which 5 years is of its norm: al 
service life. Thus, for 10-year equipment, one-half of the receipts, or 
accruals would be subject to renegotiation, for 15-year equipment, 
one-third ; for 20 year equipment, one-quarter; and so forth. To apply 
this rule, Bulletin F issued by the Bureau of Internal Revenue is 
designated as the measure of normal service life of durable equipment. 
Where Bulletin F does not specify such life for particular equipment, 
the Board is to estimate the same. 

As stated above, the exemption does not apply to sales made 
directly to the Government or for Government account. As used i 
the bill, the phrase ‘‘acquired * * * for the account of the 
Government”” means acquired pursuant to an arrangement by the 
Government and the purchaser of such equipment, whereby title 
such equipment will, or may, at the option of the Government, vest 
in the Government. 


6. RENEGOTIATION BOARD 


Your committee bill provides that the primary responsibility for 
renegotiation of contracts shall be vested in an independent establish- 
ment in the executive branch of the Government, to be known as the 
Renegotiation Board. The organization of the Renegotiation Board 
provided by your committee bill differs from that provided by the 
House bill in that only the Chairman of the Board is to be appointed 
by the President and the other four members are to be appointed one 
each by the respective Secretaries of the Army, the Navy, and the 
Air Force, subject to the approval of the Secretary of Defense, and 
one by the Administrator of General Services. Your committee bill, 
like the House bill, requires all five members to be appointed by and 
with the advice and consent of the Senate. Under the House bill all 
five members of the Board were to be appointed by the President by 
and with the advice and consent of the Senate. The provision for 
the appointment of four members by officials of the four indicated 
agencies recognizes the fact that such agencies initiate substantially 
all of the contracts subject to renegotiation. 

Your.committee bill also differs from the House bill in that the 
compensation for the Chairman is fixed at $17,500 per annum and 
the compensation for the other members ts fixed at $15,000 per annum. 
The House bill provides that each menber shall receive compensation 
at the rate of $12,500 per annum. Your committee feels that the 
members of the Board must be men of the highest qualifications, both 
as to integrity and experienced business judgment, in order to properly 
discharge their responsibilities. Therefore, the compensation must be 
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at a rate commensurate with other governmental officials having 
similar responsibilities. 

The House bill also provided that no member of the Board might 
engage in any other business, vocation, or employment. This provision 
has been eliminated from your committee bill in order that the selec- 
tion of Board members shall not be unduly circumscribed. It is 
intended that Board members shall devote their full time to the 
performance of their duties as such, and it is believed that the pro- 
vision for Senate confirmation of Board appointments will afford 
adequate opportunity to insure that no outside interests of any 
appointee will interfere with the proper discharge of his responsibilities 
as a Board member. 

7. DESIGNATION OF ADDITIONAL DEPARTMENTS BY THE PRESIDENT 

This subject is fully discussed in paragraph 7 of the general state- 
ment.] 


8. SUSPENSION OF PROFIT LIMITATION PROVISIONS OF MERCHANT MARINE 
ACT 


Subsection (d) of section 201 suspends the profit limitation provi- 
sions of the act of March 27, 1934 (Vinson-Trammel Act) and of sec- 
tion 505 (b) of the Merchant Marine Act, 1936, with respect to any 
contract or subcontract if any of the receipts or accruals therefrom 
are subject to this act. The House bill suspends only the profit 
limitation provisions of the Vinson-Trammel Act. 


9. CONTRACTS SUBJECT TO RENEGOTIATION 


It is provided in subsection (b) of section 102 that even though a 
contractor or subcontractor receives or accrues amounts on or after 
January 1, 1951, such amounts shall not be subject to the provisions 
of title I if such receipts or accruals are attributable to performance 
prior to July 1, 1950. 

Subsection (c) corresponds to section 102 (b) of the House bill but 
represents a departure from the provisions of the House bill. It is 
provided by subsection (c) that the Renegotiation Act of 1948 shall 
not be applicable to any contract or subcontract to the extent of the 
amounts received or accrued by a contractor or subcontractor on or 
after the Ist day of January 1951 and attributable to performance 
after June 30, 1950. Thus, with one exception, the Renegotiation 
Act of 1948 cannot apply to any amounts received or accrued by a 
contractor or subcontractor on or after January 1, 1951. The 
exception is that the 1948 act would continue to apply to any amounts 
received on or after January 1, 1951, if such amounts are attributable 
to performance prior to July 1, 1950. 

Subsection (c) also provides that if a contractor having a fiscal 
year beginning in 1950 and ending in 1951 has receipts or accruals 
prior to January 1, 1951, from contracts or subcontracts subject to the 
Renegotiation Act of 1948 and also has receipts or accruals after 
December 31, 1950, to which the provisions of title I are applicable, 
the contractor or subcontractor and the Board may agree that the 
provisions of title I shall be applicable to all such receipts or accruals 
and in the event of such an agreement the Renegotiation Act of 1948 
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shall not apply to any of the receipts or accruals for the fiscal! year. 
This provides a means of avoiding the conduct of two renegotiation 
proceedings with respect to one fiscal vear. 


10. ONE YEAR CARRY-OVER OF LOSS 


Your committee bill contains a provision permitting the excess of 
costs paid or incurred with respect to renegotiable contracts and 
subcontracts in any fiscal year over the amount received or accrued 
in such fiscal vear to be carried over and applie ‘das an item of cost in 
the next succeeding fiscal Vvear, subject to regulations of the Board. 

It is deemed desirable to allow such losses to be reflected in the costs 
for the succeeding year, particularly because such losses are frequently 
incurred at the beginning of production under such contracts as a 
result of tooling-up, starting-load, and other nonrecurrent charges. 
This is particularly true with respect to new items not previously 
manufactured by the contractor or subcontractor. It is not believed 
that any major administrative difficulty will result from this amend- 
ment. 

11. RECOGNITION OF EFFICIENCY 


Section 103 (e), which defines excessive profits, states the factors 
which are required to be taken into consideration in every case in 
determining the existence and amount of excessive profits. Among 
these factors, in the House bill as in the renegotiation law in effect 
during World War II, is “efficiency of contractor or subcontractor, 
with particular regard to attainment of quantity and quality produe- 
tion, reduction of costs, and economy in the use of materials, facilities, 
and manpower.” 

Your committee believes that this statement of the efficiency factor 
fails to require that favorable considerat‘on be given thereto. It is 
considered that a provision requiring favorable recognition of this 
factor will promote efficient operations by furnishing a strong practical 
incentive therefor. Accordingly, instead of requiring merely that 
efficiency be “‘taken into consideration” in determining excessive 
profits, it is now provided that ‘favorable recognition must be given”’ 
to this factor in making such determinations. The remaining factors 
set forth in the House bill remain unchanged. 


12. INTEREST 


The House bill provides that interest shall accrue on unpaid rene- 
gotiation indebtedness at the rate of 6 percent per annum. Your 
committee bill provides that such interest shall accrue at the rate of 
4 percent per annum. 

In addition your committee has modified the interest provisions of 
the House bill in several other respects. It has provided that no 
interest shall accrue after 3 vears from the date of filing a petition 
with the Tax Court pursuant to seetion 108 of the bill in any case in 
which there has not been a final determination by the Tax Court with 
respect to such petition within such 3-year period. 

Your committee bill also provides that, in the event that the Tax 
Court determines excessive profits in a lesser amount than the amount 
determined by the Board, no interest shall accrue on the lesser 
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amount determined by the Tax Court, where prior to the filing of the 
petition with the Tax Court, the contractor tendered in payment an 
amount equal to or greater than the amount determined by the Tax 
Court. Even though the Board has already issued an order, it would 
of course have the right to accept such a tender made prior to the 
filing of a petition with the Tax Court. 

In addition to the foregoing provisions with respect to the accrual 
of interest, your committee bill provides that interest shall accrue 
from the thirtieth day after the date of the order of the Board or 
from the date fixed for repayment by agreement of the parties instead 
of, as provided in the House bill, from the date fixed for repayment 
by order of the Board or by acreement of the parties. 

Finally, your committee bill provides that if thé case of an over- 
collection of excess profits, any amounts refunded to the contractor 
or subcontractor shall be refunded with interest thereon at the rate 
of 4 percent per annum instead of 6 percent per annum. 


13. ASSIGNMENT OF CLAIMS 


Your committee has added a new provision to protect banking 
institutions against the issuance of withholding orders as a means of 
collecting excessive profits of contractors or subcontractors who have 
assigned their contracts or subcontracts to such institutions as col- 
lateral for loans. It is considered that this protection will facilitate 
the execution of the national defense program by enabling banks, 
trust companies, and other financing institutions to advance funds 
needed by contractors and subcontractors without incurring the 
liability that money due or to become due under the assigned contract 
or subcontract may be withheld for the collection of the renegotiation 
liabilities of their assignors. 


Discussion oF Minor CuHanGes MADE BY THE SENATE FINANCE 
ComMITTEE BILL 


A. RECONSTRUCTION FINANCE CORPORATION INCLUDED IN THE 
DEFINITION OF DEPARTMENTS 


Under the House bill the Reconstruction Finance Corporation was 
not included in the definition of departments whose contracts, and 
related subcontracts, are subject to renegotiation. Its contracts and 
subcontracts were subject to renegotiation under the World War II 
statute. The Reconstruction Finance Corporation has requested 
through its Chairman that it be included in the 1951 statute as a 
named Department for the reason that its synthetic rubber, tin, and 
abaca operations are within the area of contracts for defense materials 
which are properly subject to renegotiation. Your committee, there- 
fore, has ineluded this agency as a Department whose contracts, and 
related subcontracts, will be covered. 


B. PARTNERSHIP FISCAL YEAR 


In this subsection, the definition of the term “fiscal year’’ has been 
modified to make it clear that the Board shall not have the right to 
determine the fiscal year of a partnership in all cases, but only in those 
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cases where a readjustment of partnership interests occurs. In other 
words, where a partnership completes an entire fiscal year without any 
change of membership or other readjustment of interests, its fiscal 
year is, as in the case of any other contractor or subcontractor, its 
taxable year under chapter 1 of the Internal Revenue Code. It is 
only where the composition of a partnership changes before the com- 
pletion of a full fiscal year by reason of the death, withdrawal, or addi- 
tion of a partner, or other cause, that the Board is empowered to deter- 
mine, for purposes of renegotiation, the fiscal year of the partnership 
or partnerships involved. Difficulties encountered in the administra- 
tion of the renegotiation law in effect during World War II would thus 
be avoided. 


C. MANDATORY CONSOLIDATION OF AFFILIATED GROUPS 


Under the House bill, by agreement with any contractor or sub- 
contractor, and pursuant to regulations promulgated by it, the Board 
may in its discretion conduct renegotiations on a consolidated basis 
in order properly to reflect excessive profits of two or more related 
contractors or subcontractors. The Finance Committee has added 
an amendment which requires the Board to conduct renegotiation on 
a consolidated basis with a parent and its subsidiary corporations 
which constitute an affiliated group for Federal income-tax purposes. 

The Board is required to make this consolidation only where the 
corporations involved request such consolidation and consent to such 
regulations as the Board shall prescribe with respect to the deter- 
mination and elimination of excessive profits of such group. 


D. NET WORTH 


Under your committee bill the Board, in determining excessive 
profits, is required to consider the factor of net worth, with particular 
regard to the amount and source of public and private capital em- 
ployed. Under the House bill the Board was required under this 
factor to consider only the reasonableness of return on net worth. 
Your committee believes that the House bill is too restrictive, since 
the reasonableness of return on net worth might not in many cases 
be an adequate measure of fair profits. 


E. SUBCONTRACTS 


Your committee bill restores the provision of the World War II 
law specifically excluding from the term “subcontract”? any purchase 
order or agreement to furnish office supplies. 


F. STAY OF COLLECTION 


Under the House bill the filing of a petition with the Tax Court 
operates as a stay of the execution of an order of the Board if, within 
5 days after the filing of the petition, the petitioner files with the 
Tax Court a good and sufficient bond, approved by such court, in 
such amount as may be fixed by the court. Your committee extends 
this 5-day period to 10 days in order that the petitioner may have 
adequate time to secure a bond. 
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G. ACCOUNTING METHODS 


Your committee made several technical changes in section 103 (j) 
of the House bill setting forth the standards for allowance of costs 
and expenses for renegotiation purposes. The word ‘books’ is 
changed to “records” because books may be only records of cost 
allocations, etc., for various management or control purposes. The 
last sentence of this subsection appears redundant and contradictory 
and is, therefore, eliminated. 


aa 
H. EMPLOYMENT OF BOARD PERSONNEL 


Under your committee bill the Board may employ personnel without 
regard to the civil-service laws and regulations. This amendment is 
deemed necessary in order that the Board may secure qualified and 
experienced personnel. The House bill required such employment 
to be subject to the civil-service laws and regulations. Like the 
House bill, the Finance Committee bill requires the compensation of 
such personnel to be subject to the pay limitations of the Classification 
Act of 1949. 

I. TREATMENT OF RECOVERIES 


Your committee bill provides that all money recaptured shall be 
covered into the Treasury as miscellaneous receipts. The House bill 
provided that all money recovered in respect of amounts paid to the 
contractor from corporate or other revolving funds should be restored 
to such funds. Your committee believes that all moneys recaptured 
by renegotiation should be covered into the Treasury. 


J. PROSECUTION OF CLAIMS AGAINST THE UNITED STATES BY FORMER 
PERSONNEL 


The House bill provides that certain specified provisions of law 
shall not prevent any person, by reason of service prior to January 1, 
1954, in performance of duties required by the act, from acting as 
mein: agent, or attorney for prosecuting claims against the United 
States after such person is no longer employed in a department or the 
Board. Your committee bill extends this provision to any person 
employed in a named or designated department or the Board during 
the period (or a part thereof) beginning July 1, 1950, and ending 
December 31, 1953. A similar provision was aes in the World 
War II statute. This provision is necessary in order to secure experi- 
enced professional personnel in the performance of duties connected 
with the defense effort. 


SECTION-BY-SECTION ANALYSIS OF THE BILL 
TITLE I—RENEGOTIATION OF CONTRACTS 
SECTION 101. DECLARATION OF POLICY 
This section takes cognizance of the extensive funds that have been 
provided for the execution of the national defense program, and de- 


clares it to be the considered policy of the Congress, in se interests 
of the national defense and the general welfare of the Nation, that 
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excessive profits from contracts made with the United States, and 
from related subcontracts, be eliminated as provided in the bill. 


SECTION 102. COVERAGE OF THE ACT 


The provisions of title I] are made applicable to all contracts with 
the departments specifically named in the bill, and related subcon- 
tracts, to the extent the amounts received or accrued by a contractor 
on or after January 1, 1951, irrespective of whether such contracts 
were made on, before, or after January 1, 1951, provided such receipts 
and accruals are not attributable toperformance under such contracts 
or subcontracts prior to July 1, 1950. 

The provisions of title I are also made applicable to all contracts 
with the departments designated by the President pursuant to author- 
ity granted in the bill, and related subcontracts, to the extent of the 
amounts received or accrued by a contractor or subcontractor on or 
after the first day of the first month beginning after the date of such 
designation. Here again the provisions of this title shall apply regard- 
less of the date of the affected contracts or subcontracts so long as the 
amounts received or accrued after the first day of the first month 
following the date of designation are not attributable to performance 
under such contracts or subcontracts prior to July 1, 1950. 

The provisions of this title are made inapplicable to receipts or 
accruals os to performance, under contracts or subcontracts, 
after December 31, 1953. Amounts received or accrued after Decem- 
ber 31, 1953, will be subject to the title only if such receipts or accruals 
are attributable to performance prior to that date, and renegotiation 
shall not apply to amounts received or accrued on or prior to Decem- 
ber 31, 1953, if such receipts or accruals are attributable to perform- 
ance subsequent to that date. 

It is provided in subsection (c) that the Renegotiation Act of 1948 
shall not be applicable to any contract or subcontract to the extent 
of the amounts received or accrued by a contractor or subcontractor 
on or after January 1, 1951, and attributable to performance after 
June 30, 1950. 

Subsection (c) also provides that, if a contractor having a fiscal 
vear beginning in 1950 and ending in 1951 has receipts or accruals 
prior to January 1, 1951, from contracts or subcontracts subject to the 
Renegotiation Act of 1948 and also has receipts or accruals after 
December 31, 1950, to which the provisions of title I are applicable, 
the contractor or subcontractor and the Board may agree that the 
provisions of title ] shall be applicable to all such receipts or accruals 
and in the event of such an agreement the Renegotiation Act of 1948 
shall not apply to any of the receipts or accruals for the fiscal year. 

It is provided in subsection (d) that the profit-limitation provisions 
of the act of March 27, 1934 (Vinson-Trammell Act) and section 
505 (b) of the Merchant Marine Act, 1936, shall not apply to any 
contract or subcontract if any of the receipts or accruals therefrom 
are subject to this title. 


SECTION 103. DEFINITIONS 


For the purposes of this title, the term “Department” is defined to 
mean the Departments of Defense, Army, Navy, Air Force, and 
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Commerce, the General Services Administration, the Atomic Energy 
Commission, the Reconstruction Finance Corporation, and such other 
agencies of the Government exercising functions having a direct and 
immediate connection with the national defense as the President shall 
designate. 

The definition of ‘‘excessive profits’? contained in the bill states 
that, in determining excessive profits, favorable recognition must be 
given to the efficiency of the contractor or subcontractor, with par- 
ticular regard to attainment of quantity and quality production, reduc- 
tion of costs, and economy in the use of materials, facilities, and man- 
power. This definition also sets f@rth certain factors to be taken into 
consideration in connection with determining excessive profits. These 
factors are: Reasonableness of costs and profits, with particular regard 

to volume of production, normal earnings, and comparison of war and 

peacetime products; the net worth, with particular regard to the 
amount and source of public and private capital employed; extent of 
risk assumed, including the risk incident to reasonable pricing policies; 
nature and extent of contribution to the defense effort, inc luding i inven- 
tive and developmental contribution and cooperation with the Govern- 
ment and other contractors in supplying technical assistance ; character 
of business, including source and nature of materials, complexity of 
manufacturing technique, character and extent of subcontracting, and 
rate of turn-over; and such other factors the consideration of which 
the public interest and fair and equitable dealing may require, which 
factors shall be published in the regulations of the Board from time 
to time as adopted. 

“Profits derived from contracts and subcontracts” subject to this 
title are defined to mean the excess of the amount received or accrued 
thereunder over the costs paid or incurred with respect thereto and 
determined to be allocable thereto. All items estimated to be allow- 
able as deductions and exclusions under chapter 1 of the Internal 
Revenue Code (excluding taxes measured by income) are, to the 
extent allocable to such contracts and subcontracts, allowed as items 
of cost, but no amount is allowed as an item of cost by reason of the 
application of a carry-back. There is allowed as an item of cost a 
carry-over of a loss on renegotiable business in the preceding year. 
Such costs generally are to be determined in accordance with the 
method of accounting regularly employed by the contractor or sub- 
contractor in keeping its records. Federal income taxes are not allow- 
able as items of cost. However, after the excessive profits have been 
determined, credit is allowed for any Federal income and excess- 
profits taxes paid with respect thereto. 

In addition to the foregoing, this section contains definitions of 
the following terms: “Secretary,” “Board,” ‘‘subcontract,’’ ‘‘fiscal 
year,” “renegotiate,’’ “renegotiation,” “received or accrued,” “paid 
or incurred,” ‘‘person,” ‘‘materials,’’ and “agency of the Govern- 
ment.” 


SECTION 104. RENEGOTIATION CLAUSE IN CONTRACTS 


This section requires the Secretary of each department to whose 
contracts the provisions of this title are applicable to insert in each 
contract a provision whereby the contractor agrees to the elimination 
of excessive profits through renegotiation, and to certain procedures 
relating to the repayment of such excessive profits, and agrees to insert 
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a similar provision in each subcontract entered into by such contrae- 
tor. The section provides specifically that the provisions of this title 
will apply to a contract or subcontract within the purview of this 
title, whether or not such contract or subcontract contains a renegotia- 
tion clause. 


SECTION 105. RENEGOTIATION PROCEEDINGS 


Renegotiation proceedings are commenced by the mailing of notice 
to that effect, by registered mail, to the contractor or subcontractor 
The Board then endeavors to make an agreement with the contractor 
or subcontractor with respect to the elimination of excessive profits, 
ifany. If no agreement is concluded, the Board issues an order de- 
termining the amount, if any, of such excessive profits, giving notice 
thereof by registered mail to the contractor or subcontractor. Unless 
a timely petition is filed with the Tax Court of the United States, such 
order is final and conclusive and not subject to review or redetermina- 
tion by any court or other agency. 

Provision is made that renegotiation shall be conducted with respect 
to the aggregate of the amounts received or accrued by a contractor 
or subcontractor under subject contracts or subcontracts during his 
fiscal year or such other period as may be fixed by mutual agreement, 
and not separately with respect to amounts received or accrued under 
separate contracts or subcontracts. However, at the request of the 
contractor or subcontractor, the Board may renegotiate amounts re- 
ceived or accrued under any one or more separate contracts or sub- 
contracts. The Board is also authorized in its discretion, by agree- 
ment with a contractor or subcontractor, to conduct renegotiation on 
a consolidated basis in order properly to reflect excessive profits of 
two or more related contractors or subcontractors. The Board must 
conduet renegotiation on a consolidated basis with a parent and its 
subsidiary corporations which constitute an affiliated group under the 
Internal Revenue Code if all of the corporations request such consol- 
idation and consent to the regulations prescribed by the Board. In 
any case where a determination of excessive profits is made by order, 
the Board is required, at the request of the contractor or subcontrac- 
tor, to furnish a statement of the amount of such determination, of 
the facts used as a basis therefor, and of its reasons for such determi- 
nation; but such statement may not be used in the Tax Court of the 
United States as proof of the facts or conclusions stated therein. 

The amount of excessive profits having been determined, whether 
by agreement or order, the Board is required in subsection (b) to 
authorize and direct the Secretaries or any one of them to eliminate 
such excessive profits by reducing the amounts otherwise payable to 
the contractor; by withholding from amounts otherwise due to the 
contractor; by diree ting any person having a contract with any agency 
of the Government, or any subcontractor thereunder, to withhold for 
the account of the United States from any amounts otherwise due from 
such person or subcontractor to the contractor or subcontractor having 
excessive profits to be eliminated; by recovery from the contractor or 
subcontractor or from any person or subcontractor directed to with- 
hold as above stated, through payment, repayment, credit, or suit; or 
by any combination of these methods deemed desirable. Interest at 
the rate of 4 percent is payable on unpaid excessive profits from the 
thirtieth day after the date of the order of the Board or from the date 
fixed for repayment by agreement. 
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Actions in the appropriate courts of the United States may be 
brought to recover excessive profits determined and not withheld or 
otherwise eliminated. 

The surety under a contract or subcontract is not liable for the re- 
payment of any excessive profits thereon. 

Subsection (b) (5) provides that nothing in this subsection shall be 
construed to authorize any agency of the Government, except as pro- 
vided in the Assignment of C laims Act of 1940, as now or hereafter 
amended, to withhold from an assignee any moneys due or to become 
due under any contract with a departme nt where such moneys have 
been assigned pursuant to such act, or to authorize any agency of the 
Government to direct the withholding pursuant to subsection (b) (1) 
(c) of this section from an assignee bank (as defined in section 104 (a) 
of the Internal Revenue Code) or from an assignee Federal lending 
agency of any moneys due or to become due under any subcontract 
where such moneys have been assigned to such an assignee as collateral 
for a loan. 

All persons are indemnified by the Government against claims on 
amounts withheld and paid to the United States. All moneys re- 
covered by way of repayment or suit are to be covered into the Treas- 
ury as miscellaneous receipts. 

Credit is to be allowed the contractor or subcontractor for Federal 
income and excess-profits taxes as provided in section 3806 of the 
Internal Revenue Code. 

Subsection (c) prohibits the commencement of any proceeding to 
determine the amount of excessive profits for any fiscal year more 
than 1 year after the financial statement required from the contractor 
or subcontractor for such year is filed with the Board, and requires 
the completion of said proceeding, by agreement or order, within 2 
years after commencement. If the proceeding is not commenced and 
completed within said respective periods, all liabilities of the contractor 
or subcontractor for excessive profits received or accrued during such 
fiscal year are thereupon discharged, except that such 2-year period 
may be extended by mutual agreement and such 2-year limitation does 
not apply to review by the Board of an order made within such 2 years 
pursuant to any delegation of authority from the Board. 

The Board is given authority in subsection (d) to make final or 
other agreements with a contractor or subcontractor for the elimina- 
tion of excessive profits and for the discharge of any liability for ex- 
cessive profits under title I. Any such agreement is conclusive 
according to its terms and, in the absence of fraud, malfeasance, or 
a willful misrepresentation of a material fact, shall not be reopened or 
modified by the Government and shall not be modified or set aside in 
any suit, action, or proceeding. The Board may, however, modify 
any agreement or order for the purpose of extending the time for pay- 
ment of sums due thereunder. 

Subsection (e) requires every person holding contracts or sub- 
contracts subject to the provisions of title I to file with the Board, on 
or before the first day of the fourth calendar month following the close 
of his fiscal year, in such form and detail as the Board may by 
regulations prescribe, a financial statement setting forth such informa- 
tion as the Board may by regulations prescribe. Any additional 
information, records, or data specified by the Board are also required 
to be filed by every such person at such time or times and in such form 
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and detail as the Board may by regulations prescribe. The willful 
failure or refusal to furnish any such statement or other material, or 
the filing of any such statement or other material known to be false or 
misleading in any material respect, is punishable, upon conviction 
thereof, by a fine of not more than $10,000 or imprisonment for not 
more than 1 year, or both. 

Subsection (e) also confers upon the Board the right to audit the 
books or records of any contractor or subcontractor subject to title I. 
For this purpose, in the interest of economy and to avoid duplicate 
inspections and audits, it is provided that the services of the Bureau 
of Internal Revenue shall, upon request of the Board and the approval 
of the Secretary of the Treasury, be made available to the extent deter- 
mined by the Secretary of the Treasury. 

In the case of subcontracts described in section 103 (g) (3), if the 
aggregate of amounts subject to the provisions of title | received or 
accrued from such subcontracts during a fiscal year by any sub- 
contractor, and all persons under control of or controlling or under 
common control with him, is not more than $25,000, subsection (f) 
provides that such receipts or accruals shall not be renegotiated 
under this title. If the aggregate of amounts subject to the provisions 
of title I received or accrued from all other contracts and subcontracts 
during a fiscal year by any contractor or subcontractor, and all persons 
under control of or controlling or under common control with such 
contractor or subcontractor, is not more than $500,000, the bill pro- 
vides that such receipts or accruals shall not be renegotiated under 
this title. In either case, no determination of excessive profits to 
be eliminated for such year may be in an amount greater than the 
amount by which such aggregate exceeds $25,000 or $500,000, as the 
case may be. 

Provision is made that, if the fiscal year of a contractor or subcon- 
tractor is a fractional part of 12 months, the $500,000 amount and 
the $25,000 amount shall be reduced by the same fractional part 
thereof for the purposes of subsection (f). Provision is made for the 
proration of <o $500,000 amount and the $25,000 amount in the case 
of a fiscal year beginning in 1950 and ending in 1951 unless the 
contractor aay the Board make an agreement pursuant to section 
102 (c) 

SECTION 106. EXEMPTIONS 


This section exempts from renegotiation 

Contracts by a department with any Territory, possession, or 
State, or any agency or political subdivision thereof, or with any 
foreign government or any agency thereof. 

Contracts and subcontracts for an agricultural commodity in its 
raw or natural state or, in the case of a commodity not customarily 
sold or not having an established market in its raw or natural state, 
in the first form or state beyond the raw or natural state in which it 
has an established market. 

The definition of an agricultural product is broad and includes 
not only products resulting from the cultivation of the soil but also 
includes natural resins, saps, and gums of trees; animals, fish, and 
the produce of live animals, such as wool, eggs, milk, and cream. 

3. Contracts and subcontracts for the product of a mine, oil 
gas well, or other mineral or natural deposit, or timber, which has 
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not been processed, refined, or treated beyond the first form or state 
suitable for industrial use. 

4. Contracts and subcontracts with common carriers for trans- 
portation or with public utilities for gas, electric energy, water, com- 
munications, or transportation, when made in either case at rates not 
in excess of published rates or charges filed with, fixed, approved, or 
regulated by public regulatory body, either State. Federal, or local. 
This exemption is limited in the case of the furnishing or sale of trans- 
portation by common carrier by water to those which are subject to 
the jurisdiction of the Interstate Commerce Commission under part 
IIT of the Interstate Commerce Act or are subject to the jurisdiction 
of the Federal Maritime Board under the Intercoastal Shipping Act, 
1933. 

5. Contracts and subcontracts with an organization exempt from 
taxation under section 101 (6) of the Internal Revenue Code. pro- 
vided that the income does not constitute “unrelated business income” 
within the meaning of section 422 of the Internal Revenue Code. 

6. Any subcontract directly or indirectly under a contract or sub- 
contract of the kind described in 1. 2, 3, 4, and 5, above. 

7. A partial exemption is provided for durable productive equip- 
ment. It is provided that only that part of the receipts or accruals 
from subcontracts for durable productive equipment which bears the 
same ratio to the total receipts or accruals therefrom as 5 years bears 
to the average useful life of such equipment shall be subject. to rene- 
gotiation. “Durable productive equipment” is defined to mean ma- 
chinery, tools, or other equipment which does not become a part of 
an end product or of an article incorporated therein and which has 
average useful life of more than 5 years. This partial exemption 
does not apply to the sale of such equipment to the Government by 
prime contract, nor does it apply to subcontracts where the purchaser 
of such durable productive equipment has acquired it for the account 
of the Government. 

To insure the equitable treatment of contractors or subcontractors 
who produce or acquire minerals, oil or gas, or timber. and who process, 
refine, or treat such products beyond the first form or state suitable 
for industrial use, or who produce or acquire agricultural products 
and process, refine, or treat them beyond the first form or state in 
which they are customarily sold or in which they have an established 
market, the Board is required to prescribe such regulations as may be 
necessary to give the contractor or subcontractor a cost allowance 
for products produced or acquired by him substantially equivalent 
to the amount which would have been realized by him if he had sold 
such products in their first form or state. 

There is excluded from renegotiation that portion of a contractor 
or subcontractor’s profits which are attributable to the increment in 
value of such contractor or subcontractor’s excess inventory. Excess 
inventory means inventory of products described in 2 and 3, above, 
acquired by the contractor or subcontractor in their exempt state 
which is in excess of the inventory reasonably necessary to fulfill the 
contractor or subcontractor’s existing contracts or orders. 

This section also authorizes the Board, in its diseretion, to exempt 
from renegotiation contracts or subcontracts which fall within certain 
specified categories, either individually or by general classes or types. 
These categories with one exception were contained in the Renegotia- 





: 


seem en 





RENEGOTIATION ACT OF 1951 19 


tion Act in effect during World War II. The category added by this 
bill is as follows: 


Any contract or subcontract the renegotiation of which would jeopardize 


secrecy required in the public interest. 


In addition to the foregoing the Board would have the authority 
under this section to exempt from renegotiation, in its discretion, such 
contracts as the following: Contracts to be performed in a foreign 
country; contracts and subcontracts under which, in the opinion of the 
Board, the profits can be determined with reasonable certainty when 
the contract price is established; contracts the provisions of which are 
otherwise adequate to prevent excessive profits; and contracts with 
respect to which it is not administratively feasible to determine and 
segregate the renegotiable profits from the profits attributable to 
activities not subject to renegotiation, 


CTION 107. RENEGOTIATION BOARD 


Section 107 of the bill contains provisions relating to the creation, 
organization, and operation of the Renegotiation Board. 

the Renegotiation Board is created under subsection (a) as an 
independent establishment in the executive branch of the Government 
and is to be composed of five members to be appointed by and with 
the advice and consent of the Senate. One member, who shall be 
the Chairman, shall be appointed by the President; one member each 
shall be appointed by the Secretaries of the Army, the Navy, and the 
Air Force, respectively, subject to the approval of the Secretary of 
Defense; and one member shall be appointed by the Administrator of 
General Services. The Chairman is to receive com pensation at the 
rate of $17,500 per annum. The other members shall receive com- 
pensation at the rate of $15,000 per annum. ‘The Board is to have a 
seal which shall be judicially noticed. 

Subsection (b) provides that three members of the Board shall 
constitute a quorum. 

Subsections (b) and (c) provide authority for the Board to establish 
offices, employ personnel, and utilize services of officers and employees 
of other agencies of the Government. 

Subsection (d) authorizes the Board to delegate in whole or in ps urt 
any function, power, or duty other than its power to promulgi 
regulations and rules. The delegation power ts limited in that no 
function, power, or duty shall be delegated or redelegated to any 
person engaged on behalf of any department in the m: aking of contracts 
for procurement of supplies or services or engaged in the supervision 
of such activity. Furthermore, any delegatee must be directly respon- 
sible to the Board or to the person making such delegation or redele- 
gation. The Board is to make a determination that delegants and 
redelegants have been made subject to such limitations 

Subsection (e) authorizes the Chairman of the Board to divide the 
Board into divisions, assign members thereto, and (where a division 
has more than one member) designate the chief thereof. In addition 
the Board is authorized, by regulation or otherwise, to determine the 
character of cases to be conducted initially (1) by the Board through 
an officer or officers of, or utilized by, the Board; (2) by agencies of 
the Government to which the Board has delegated power to conduct 
cases; (3) by divisions of the Board; and (4) by the Board itself. The 








20 RENEGOTIATION ACT OF 1951 


Board is authorized to review any determination in any case not 
initially conducted by it either on its own motion or (in its discretion) 
at the request of any contractor or subcontractor aggrieved thereby. 
Such determination becomes the determination of the Board unless 
(1) the Board initiates on its own motion a review within 90 days 
from the date of the determination or (2), at the request of the con- 
tractor or subcontractor made within 90 days from the date of the 
determination, the Board initiates a review within 90 days from the 
date of the request. If such determination was made by an order with 
respect to which notice was given by registered mail (as required by 
sec. 105 (a)) the Board is required to give notice by registered mail to 
the contractor or subcontractor of its decision not to review the case. 
If the Board reviews the determination, it is required to issue and 
enter an order under section 105 (a) determining the amount (if any) 
of excessive profits and forthwith give notice thereof by registered 
mail to the contractor or subcontractor. The amount of the excessive 
profits determined upon review may be less than, equal to, or greater 
than the amount determined by the officer or officers, division of 
the Board, or other agency of the Government whose action 
is reviewed. 

Subsection (f) of seetion 107 requires the Board to accept and 
perform such renegotiation powers, duties, and functions as may be 
delegated to it under any other law requiring or permitting renegotia- 
tion and permits the Board to redelegate, within limits specified by 
it, the powers, duties, or functions delegated to it. This subsection 
also authorizes the Secretary of Defense to delegate to the Board, in 
whole or in part, the powers, functions, and duties conferred upon him 
by any other renegotiation law. 


SECTION 108. REVIEW BY THE TAX COURT 


This section provides that any contractor or subcontractor aggrieved 
by an order of the Board determining the amount of excessive profits 
received or accrued by him may, within the time limitations prescribed 
in the section, file a petition with the Tax Court for a redetermination 
thereof; that the court sball then have exclusive jurisdiction, by order, 
to finally determine the amount, if any, of such excessive profits 
received or accrued by the contractor or subcontractor; and that such 
determination shall not be reviewed or redetermined by any court 
or agency. The court may determine as the amount of excessive 
profits an amount either less than, equal to, or greater than that 
determined by the Board. The proceeding before the Tax Court is 
to be a proceeding de novo. 

In addition to certain provisions relating to administrative matters 
connected with the proceedings in the Tax Court, the section also 
provides that the filing of a petition in the Tax Court shall operate 
to stay the execution of the order of the Board if a good and sufficient 
bond is filed with the approval of the Tax Court. Where the United 
States has collected amounts, under an order of the Board, greater 
than the amount determined by the court, the excess shall be refunded 
to the contractor with interest thereon at the rate of 4 percent per 
annum. 
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SECTION 109. RULES AND REGULATIONS 


The Board is granted authority to make such rules, regulations, and 
orders as it deems necessary or appropriate to carry out this title. 


SECTION 110. COMPLIANCE WITH REGULATIONS, ETC. 


This section provides that no person shall be held liable for damages 
yr penalties for any act resulting from his compliance with a rule, 
regulation, or order of the Board, even though the order is thereafter 
declared invalid. 


SECTION 111. APPLICATION OF ADMINISTRATIVE PROCEDURE ACT 


This section provides that the functions exercised under this title 
shall be excluded from the operation of the Administrative een 
Act, except as to the requirements of section 3 thereof. Section 3 


of that act relates to publishing rules and regulations and sa making 
information available to the public. 


SECTION 112. APPROPRIATIONS 


Section 112 authorizes the appropriation of funds sufficient to carry 
out this title. It also provides that funds made available to carry 
out the title may, with the approval of the Bureau of the Budget, be 
transferred among the agencies carrying out the title and that the 
funds so transferred shall remain available for such period as may be 
provided in the acts making the funds available. 


SECTION 113. PROSECUTION OF CLAIMS AGAINST THE UNITED STATES 
BY FORMER PERSONNEL 


This section provides that certain specified provisions of law shall 
not prevent any person, by reason of service in a de age gy nt or the 
Board during the period (or part thereof) beginning July 1, 1950, and 
ending December 31, 1953, from acting as counsel, agent, or attorney 
for prosecuting any claim against the United States after such person 
is no longer employed in an agency or the Board, if the subject matter 
of the claim does not involve any subject matter directly connected 
with which such person was employed. 


TITLE II—MISCELLANEOUS PROVISIONS 
SECTION 201. FUNCTIONS UNDER WORLD WAR II RENEGOTIATION ACT 


Subsection (a) abolishes the War Contracts Price Adjustment Board 
created by the Renegotiation Act in effect in World War II. 

Subsection (b) transfers to the Renegotiation Board created by this 
bill all of the powers, functions, and duties of the War C a cts Price 
Adjustment Board not specifically transferred to another agency of 
the Government by this title. 

Subsection (c) amends the Renegotiation Act in effect during World 
War II by adding two sentences to the end of section (a) (4) (D 
of that act. The first such sentence provides a deadline for the filing 
of renegotiation rebate claims arising as a result of the recomputation 
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of the amortization deduction allowed in World War II. The second 
such sentence provides that a claim shall be deemed to have been filed 
when received by the War Contracts Price Adjustment Board or the 
Administrator of General Services even though it is not accompanied 
by a statement of the Commissioner of Internal Revenue showing the 
amortization deduction allowed for the renegotiated vear. 

Subsection (d) transfers to the Administrator of General Services 
all of the powers, functions, and duties of the War Contracts Price 
Adjustment Board relating to the payment of renegotiation rebates. 

Subsection (e) requires each Secretary of a department named i 
the Renegotiation Act in effect during World War II to complete the 
elimination of excessive profits under all existing renegotiation agree- 
ments and orders resulting from renegotiations conducted initially 
by his department, and to complete any uncompleted administration 
of such agreements and orders. The subsection provides that such 
records as may be required for this purpose shall be retained by the 
departments for so long as they may be needed, but that all records 
of the War Contracts Price Adjustment Board, whether in the custody 
of the Board or in the e ‘ustody of the several de ‘partments, shall become 
the records of the Renegotiation Board. 

Subsection (f) transfers to the Administrator of General Services 
from the War Contracts Price Adjustment Board the responsibility 
for certifying for payment refunds under the Renegotiation Act in 
effect during World War II in the following types of claims: 

1. Renegotiation rebate claims; 

2. Excess inventory claims; and 

3. Refunds of excessive profits resulting from redetermination 
of the Tax Court in lesser amounts. Interest at the rate of 4 per- 
cent per annum is provided on such refunds. 

Subsection (g) provides that existing policies, procedures, ete., of 
the War Contracts Price Adjustment Board, or issued under delega- 
tions of authority from it, shall continue in full force and effect unless 
specifically superseded. 

Subsection (h) contains a saving provision to provide against the 
impairment of regulations or ori lers issued by the War Contracts 
Price Adjustment Board, and to protect against the lapse of litigation 
conducted in its name. 

Subsection (i) provides that the World War II Renegotiation Act 
continues in full force and effect. While the work of the War Con- 
tracts Price Adjustment Board is virtually completed, there remain 
three principal activities which require the exercise of authority vested 
in it a the Renegotiation Act: 

The payment of renegotiation rebates and other refunds; 

The collection of moneys due under renegotiation agree- 
ments and orders; and 

The conduct of any uncompleted renegotiations. 

Subsection (j) provides for the extension of the terms “Secretary ” 
or “Secretaries” and “Department” or “Departments” to successors in 
function of these officers or offices specifically named in the Renegos 
tiation Act. 

Subsection (k) provides that section 201 shall take effect 60 days 
after the enactment date of this act. 
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SECTION 202. PERIOD OF LIMITATIONS FOR RENEGOTIATION ACT OF 1948 


This section provides a statute of limitations for proceedings under 
the Renegotiation Act of 1948. That act does not now contain any 
such limitation. 


SECTION 203. AMENDMENT OF SECTION 3806 OF THE INTERNAL 
REVENUE CODE 


Section 3806 of the Internal Revenue Code provides, in general, that 
the amount of excessive profits to be eliminated shall be credited by the 
amount of federal income and excess profits taxes paid with respect 
to such excessive profits. This section of the bill amends section 3806 
of the code to make the appropriate references to the Renegotiation Act 
of 1948 and the Renegotiation Act of 1951. 


SECTION 204. SEPARABILITY PROVISION 


This section provides that, if any provision of this act or the applica- 
tion of any provision to any person or circumstance is held invalid, 
the validity of the remainder of the act and of the application of its 
provisions to other persons and circumstances shall not be affected 
thereby. 


O 








Calendar No.90 


82p CoNcress SENATE f REPORT 
Prt Session | No. 93 


as SS 


= << 

~ EXTENDING FOR 2 YEARS THE EXISTING PRIVILEGE OF FREE 
IMPORTATION OF GIFTS FROM MEMBERS OF THE ARMED 
FORCES OF THE UNITED STATES ON DUTY ABROAD 


Fepruary 14, 1951.—Ordered to be printed, under authority of the order of the 
Senate of February 12 (legislative day, January 29), 1951 


Mr. Grorae, from the Committee on Finance, submitted the following 
REPORT 
[To accompany H. R. 2141] 


The Committee on Finance, to whom was referred the bill (H. R. 
2141) to extend for 2 years the existing privilege of free importation 
of gifts from members of the Armed Forces of the United States on 
duty abroad, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of this proposed legislation is to continue for 2 years 
the existing law which allows for the entry of so much of any shipment 
of bona fide gifts as does not exceed $50 in value without the payment 
of customs duties, charges, or exactions, or internal revenue taxes 
when such gifts are sent by members of the Armed Forces on duty 
abroad. 

GENERAL STATEMENT 


The act of December 5, 1942 (Public Law 790, 77th Cong.; 56 Stat. 
1041), allowed, until the expiration of 6 months after the termination 
of hostilities as determined by proclamation of the President, the 
entry, free of customs duties or internal revenue import taxes, of so 
much of any shipment as did not exceed $50 in value if there were 
filed in connection with the entry satisfactory evidence that the arti- 
cles were bona fide gifts from a member of the Armed Forces of the 
United States on duty outside the continental limits of the United 
States. Public Law 384 of the Ejightieth Congress extended the 
period for free entry through June 30, 1949, and also amended the law 
by restricting the privileges so as to deny free entry on or after Sep- 
tember 1, 1947, unless the article is purchased 
in or through authorized agencies of the Armed Forces of the United States or in 
accordance with regulations prescribed by the major geographical commands of 
the United States Armed Forces. 





2 EXTEND PRIVILEGE OF FREE IMPORTATION OF CERTAIN GIFTS 


Public Law 241 of the Eighty first Congress again extended the 
period for free entry through ‘June 30, 1951. 

The proposed legislation will continue this free- entry privilege, as 
restricted under present law, for members of the Armed Forces for an 
additional 2 years. 

The Bureau of Customs has advised that it has encountered no 
serious administrative difficulties in administering this law, and it 
was explained that this legislation is safeguarded from abuse not 
only by the restrictions imposed by Public Law 384 of the Eightieth 
Congress, but also by appropriate Treasury Department regulations 
and instructions from the armed services. 

When this legislation was first recommended by the War Depart- 
ment in 1942, it was pointed out to the Congress that during the 
Christmas and other holiday seasons many gifts sent by members of 
our Armed Forces to their relatives would not reach their intended 
donees at the proper time if the donees were required to pay the cus- 
toms duties. The principal reason for this is because of the attendant 
delay and burden falling on the serviceman's relatives, and not because 
the amount of the customs duties is large. 

Your committee believes that this limited free importation privilege 
is a definite morale factor for our servicemen overseas and since sub- 
stantial numbers are now stationed in all parts of the world, a 2-year 
extension is warranted. 

The Department of Defense has requested that this legislation be 
made permanent. Your committee believes that a 2-year extension 
will accomplish the desired result and that at the end of that period 
the Congress can determine if an additional extension is desirable. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black bracket; new matter is printed in italics; existing law in which 
no change is proposed is shown in roman): 


AN ACT To accord free entry to bona fide gifts from members of the armed forces of the United States 
on duty abroad, ’ 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That under such regulations as the Secretary of 
the Treasury shall prescribe so much of any shipment as does not exceed $50 
in value shall be admitted into the United States or its Territories or possessions 
free of all customs duties, charges, or exactions, or internal-revenue taxes imposed 
upon or by reason of importation, if there is filed in connection with the entry 
satisfactory evidence that the articles for which free entry is claimed were pur- 
chased in or through authorized agencies of the armed forces of the United States 
or in accordance with regulations prescribed by the major geographical commands 
of the United States armed forces, and are bona fide gifts from a member of the 
armed forces of the United States on duty outside the continental limits of the 
United States. 

Sec. 2. This Act shall be effective with respect to articles entered for con- 
sumption or withdrawn from warehouse for consumption on or after the day 
following the date of its enactment and before July 1, [1951] 1953. 


Approved, December 5, 1942, 
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1950 


Ferrvary 15 (legislative day, JANuARY 29), 1951.—Ordered to be printed 





Mr. Humpurey, from the Committee on Expenditures in the 
Executive Departments, submitted the following 


REPORT 


OF THE SUBCOMMITTEE TO STUDY INTERGOVERN MENTAL 
RELATIONS 


The Committee on Expenditures in the Executive Departments 
had before it for consideration, on February 15, 1951, the report of 
the subcommittee relative to its study of intergovernmental relation- 
ships between the United States and the States and municipalities. 
Upon consideration of the report as submitted, the report of said 
subcommittee was approved by the full Committee on Expenditures 
in the Executive Departments, the chairman of the subcommittee 
being directed to transmit a copy to the Senate. 


INTRODUCTION 


The Subcommittee on Intergovernmental Relations in the course of 
its continuous study of relationships between the United States and 
the States and municipalities as required by the Legislative Reorgani- 
zation Act of 1946 finds it desirable to review the Federal grant-in-aid 
programs to determine whether the objectives are being realized, and 
the extent to which each of the 48 States is participating. Previous 
reports covering the subject matter of Federal grants-in-aid have to a 
large extent been weakened by the absence of a clean-cut definition 
of what constitutes a “grant-in-aid,” and therefore the Subcommittee 
on Intergovernmental Relations before beginning its report would 
like to set forth what it believes to be the most complete definition yet 
produced. This is the definition of the Commission on Organization 
of the Executive Branch which was included in its report entitled 
“Federal-State Relations.”’ 

Grants-in-aid is a term used to define a method of operation whereby funds 
derived from a tax levied and collected by one level of Government are made 
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available for expenditure and administration by another level, usually upon a 
matching basis, for some particular activity, and in accordance with definite and 
specific standards and requirements. 


The acceptance of this definition automatically precludes any and 
all direct payments to individuals by the Federal Government. Thus 
a whole series of programs sometimes included as Federal grants-in-aid 
are properly excluded. Notable among these are the Veterans’ 
Readjustment Benefits program and the National Guard program, 
which on occasion have been included in other Federal grant-in-aid 
surveys. In the fiscal year 1949, the Veterans’ Readjustment Benefits 
program was almost twice that of all other Federal grants-in-aid, 
veterans’ benefits totaling $3,296,862,993, while all Federal grants- 
in-aid totaled $1,854,789,515. 

Federal grants-in-aid have today become an integral part of the 
fabric of our Government, but still constitute a rather small part in 
that they presently account for less than 4 percent of Federal expend- 
itures. 

Due to the extensive publicity given Federal grants-in-aid it is 
often overlooked that this method is not utilized exclusively by the 
Federal Government. Percentagewise the States use it more exten- 
sively than the Federal Government, 40 percent of the moneys 
expended by local governments being derived from State grants-in-aid. 

The primary objective of the subcommittee in rendering this 
report is to provide the Senate with a thoroughgoing analysis of the 
‘eee the Federal “grant-in-aid” in present-day government at all 
evels. 








Cuapter I. Toe Present Day Rowe or FeperAL Grants-1n-AIp 


Today, Federal grants-in-aid have become an integral part of the 
fabric of our Government. However, they still constitute a very 
small part of that fabric in that in the fiscal year 1949, before defense 
mobilization, they amounted to less than 6 percent of total Federal 
expenditures, while in the fiscal vear 1952, with a $71,594,000,000 
budget, that percentage drops to 4 percent. In 1916, local govern- 
ment collected 65 percent of all taxes, while State government col- 
lected 12 percent, and the Federal Government collected 23 percent. 
The Federal Government now collects 72 percent of all governmental 
revenue; local government collects 14 percent; and State Government 
collects 14 percent. Thus, it is obvious that the positions of Federal 
and local government have been more than reversed in less than 40 
years. 

Federal grants-in-aid today are considered as a most consequential 
source of revenue, and without them State and local government 
would find it extremely difficult to render their citizens the services to 
which they have become accustomed. The small percentage of the 
national revenue which they presently constitute is largely a result 
of the extremely large defense program, but even without this pro- 
gram, except in the period of the depression thirties, they have never 
constituted over 6 percent of the national budget. Without Federal 
grants-in-aid, both State and local government would find it necessary 
to either further increase existing taxes, or enter new fields of taxation. 

In order to fully understand the present day role of Federal grants- 
in-aid, one must first understand the purposes for which Federal 
grants-in-aid came into being. 

The purposes of a Federal grant-in-aid, almost without regard to 
type, are to— 

(a) Inspire the State to action in fields which are of concern to 
the entire Nation. The action desired is primarily of a financial 
nature. 

(b) Provide combined financial support and administration of 
programs of national interest. 

(c) Establish a “parity” among the States where needed serv- 
ices of a national character are involved. 

(2d) Complement inadequate State and local revenue. 


Cuapter II. Tue Furure Rowe or Feperat GRANTS-IN-AID 


The future role of Federal grants-in-aid is still in the realm of 
political theory. There are two basic schools of thought concerning 
Federal grants-in-aid. The first, being the viewpoint of a substantial 
number of the States, that they would prefer that the Federal Govern- 
ment relinquish some of its taxing power to enable them to carry on 
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their own programs without Federal assistance. The second view- 
point is, that so long as we have a Federal system of Government, it 
remains one of the primary tenets of that system that certain public 
service standards be maintained, so that whether a person becomes 

old in the State of Alabama or in the State of California, the benefits 
to which he is entitled, based upon his contributions to an old-age 
assistance program, will not vary to any substantial degree. The 
same philosophy may be extended to each of the 40 Federal grant-in- 
aid programs, in that whether one is traveling by automobile in the 
State of Mississippi or in the State of New York on a Federal high- 
way, the variation in the quality of that highway will not be excessive. 
The philosophy of those who are opposed to grants-in-aid generally 
resolves itself into the argument that State and local programs are best 
administered exclusively at the State and local level. This argument 
is a good one, provided that the subject local government is capable of 
raising the revenue necessary to administer its own programs, and has 
the technical assistance and facilities. 

Almost all authorities will agree that Federal grants-in-aid are “here 
to stay,” and that properly legislated, integrated, and administered 
they will serve to strengthen our Federal Union, and preserve local 
governmental autonomy. 


Cuarpter III]. Tue Arrainep Opsectives OF FepERAL GRANTS- 
‘-AID 


There is little doubt that Federal grants-in-aid have “quickened the 
pulse’’ of State and local government to the national importance of 
rendering these local services immediately on a consequential scale, 
rather than having them come into being slowly and irregularly. 
A byproduct of Federal grants-in-aid has been a more intimate rela- 
tionship between Federal, State, and local officials in rendering serv- 
ices which otherwise would have been participated in by only one 
level of Government rather than two or three levels of Government. 
The advantage of being able to utilize the vast research and _experi- 
ence of the Federal Government is still another byproduct of Federal 
grants-in-aid. 

Essentially the Federal grant-in-aid device is not a device designed 
to extend centralization of Government, but rather a device within 
which local governmental autonomy and administration is main- 
tained, and the superior fiscal capacity of the Federal Government is 
utilized. Due to a series of unfortunate instances, Federal grants- 
in-aid, in many quarters, have become a synonym of further centraliza- 
tion. This is unfortunate, but almost always a product of develop- 
ment. 

The Hoover Commission’s report on Federal-State Relations sets 
forth the attained objectives in the following language: 

(a) The cooperative system based on grants-in-aid has provided needed stand- 
ards of public services throughout the country in many fields—services that many 
States would be unable to supply. It has provided for some redistribution of 
resources from States that have superior means to those that lack them. 

(b) The plan has developed a division of responsibility: the National Govern- 
ment giving financial aid and establishing broad standards—the State govern- 
ments sharing the fiscal burden and maintaining primary responsibility for 
administration. In addition to decreasing inequalities of service, the grant-in-aid 
method has raised the level of all aided services, without transferring functions 
entirely to the National Government. 

(c) The grant-in-aid method, in fact, has added to and expanded the activities 
of State governments by contributing to their resources and thereby enabling 
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them to embark upon additional or more extensive public-service programs for 
their own people. 

(d) It has stimulated States and localities to provide a number of public services 
deemed necessary and desirable in the national interest. 

(e) The cooperative method has improved the administration of many State 
activities. National administrative standards, as in highway and welfare pro- 
grams, and national advice, as in police work, have done much to increase the 
professional skill and effectiveness of State administrators. 


Today, few administrative officials of either State or local govern- 
ment would either deny the contribution which Federal grants-in-aid 
have made to the vigor of local government, nor would they deny that 
Federal grants-in-aid have been a primary factor in the preservation 
of the democratic features of our Federal system of government, 


Cuarprer IV. Unarrarnep Opsectives oF FepreRAL GRANTs-IN-AID 


The unattained objectives of Federal grants-in-aid have also been 
summarized most recently by the Hoover Commission in the following 
manner: 


(a) Grant programs are unrelated; they are uncoordinated; and they have 
developed in a haphazard manner without any one agency—Federal or State— 
concerned with the over-all impact and the over-all effects of grants-in-aid upon 
the general operations of government. 

(6) The grant-in-aid method has removed large areas of discretionary power 
from the hands of State officials and has transferred a measurable degree of policy 
making and ultimate responsibility and control for public services to the National 
Government. 

(c) Grants-in-aid have altered State service patterns and total State programs. 
Available Federal funds for matching purposes stimulate or ‘‘persuade’’ the 
States in many instances to expend large sums for an aided program while, of 
necessity, other needed services are neglected. The public assistance program 
as contrasted with the general relief program is one among many examples. 

(d) In order to provide funds for grants-in-aid, and to adjust to war and depres- 
sion, the national svstem of taxation has been expanded until we have extensive 
overlapping and conflicts on the part of Federal, State, and local governments. 
Of greater importance to State and local governments, the national need for 
revenue has caused the Congress in some instances to utilize productive tax 
sources that could be used just as effectively by State or local governments. In 
this manner, the circle widens. Under pressure to meet needs, Congress appro- 
priates more for grants. In order to secure necessary revenues, the national tax 
base is expanded which makes it more difficult for State and local governments 
to secure their own revenue, and hence stimulates pressure from more and more 
groups for more and more grants. 

(e) Federal grants-in-aid retard and repress the initiative of the States in 
financing the growing needs of State and local government, because such grants 
frequently result in rewarding those States which avoid their responsibility and 
in penalizing those which accept it. 

The basis of the charge that there is excessive rigidity in Federal 
grants-in-aid and that they lack cohesion and consistency, is that 
almost all of the 40 Federal grants have been created separately, are 
being administered separately, and are appropriated for separately, 
regardless of whether they are related programs, or whether they 
would best be administered collectively. For example, we find that 
although general health assistance, maternal and child-health service, 
tuberculosis control, venereal-disease control, mental-health activities, 
cancer control, heart-disease control, and water-pollution control are 
all health programs, each is administered separately. 

In the field of vocational education, we find the office of vocational 
rehabilitation, cooperative vocational education, cooperative agricul- 
tural extension work, supervision of veterans on-the-job training, and 
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colleges for agriculture and mechanical arts are not only administered 
separately, but often by separate agencies. 

The substance of the statement that too much reliance in the alloca- 
tion of Federal grants-in-aid has been placed in complicated formulas 
or Federal administrative discretion, is undoubtedly due to the fact 
that formulas inherently are arbitrary and, therefore, administrative 
action based upon them can be on occasion, littlé else. There are 
several programs, however, in which the States have considerable dis- 
cretion in the apportionment of funds. Examples are certain com- 
ponents of public health and child welfare services, agricultural and 
marketing research, airport development, forest- fire protection, and 
unemployment compensation. Generally speaking, the argument 
that reliance on complicated formulas, or on administrative discretion, 
in the administration of Federal grants-in-aid i is excessive, is something 
of a ‘damned if you do, damned if you don’t” proposition. 

As has been previously mentioned, during the period of the thirties, 
Federal grants-in-aid reached their highest point, percentagewise, in 
relation to the national budget, and it was at this time that consider- 
able discretion was granted the States in the apportionment of unem- 
ployment relief funds. 

The statement that Federal grants-in-aid overstimulate aided 
services through their matching requirements has substance, particu- 
larly in grants to dependent children, the blind, and the aged. Those 
States which are fiscally able to pay larger benefits, thus are able to 
secure larger grants. However, since 1948, the Federal Government 
has taken steps to correct this situation by contributing a larger share 
of the particular type of benefit, up to a given amount, and an equal 
share of the excess, to a given maximum. There still exists, however, 
wide discrepancies between the States in the benefits which are dis- 
pensed in the public-assistance field. These inequities, which are a 
result of “matching,” also exist to a large degree in the highway 
program. 

It is obvious that the “matching’”’ system is necessary in order to 
prevent excessive expenditures of public funds, but at the same time, 
it is also obvious that the mechanics of the matching system should be 
altered to provide for basic differences in the fiscal capacity of given 
States, or geographical areas. 

The charge that Federal grants-in-aid resist budgetary control 
cannot be completely refuted, in that the use of formulas and ear- 
marked moneysdo have a tendency to curtail coordinated planning and 
management. The Hoover Commission’s statement that ‘undue 
interference with State and local administration in matters which are 
of no national concern,” is one of the byproducts of Federal grant-in- 
aid programs, but is probably the natural result of the introduction 
of any Federal jurisdiction. The Hoover Commission field research 
indicates that with the same program in an area of the same character, 
relations between Federal, State, and local officials range from excel- 
lent to poor. Essentially, the solution to this problem probably lies 
in the public-relations field. 

The statement that Federa] grants-in-aid have a tendency to shift 
State and local fiscal responsibilities to the Federal Government, does 
have some basis of fact. Increased Federal taxes, largely a result of 
the defense effort, directly harry the efforts of State and local govern- 
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ment to make the maximum tax effort for the maintenance of their 
own public services. Unfortunately there seems to be little that can 
be done to ameliorate this circumstance. Suggestions of a Federal 
sales tax would only serve to aggravate the difficulty. 

The concluding argument that Federal grants-in-aid have an adverse 
effect upon our federal form of government, has as its essence exces- 
sive central fiscal control. While it is true that the Federal Govern- 
ment is currently securing in excess of 72 percent of all governmental 
revenue, as against 23 percent in 1916, it is fallacious to conclude that 
this domination of governmental revenue is a result of Federal grants- 
in-aid. Actually, World War II expenditures, and the post World 
War II defense program, have been almost completely responsible for 
this situation. It is accurate to say that the temporary relief grant- 
in-aid programs which existed during the period of the depression 
thirties might have been a step in the direction of excessive central 
fiscal control, but being completely of a temporary or emergency 
nature, and having been dispensed with upon the conclusion of that 
emergency, no appreciable effect is recognizable today. 
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Federal grants-in-aid for the fiscal years 1949, 1950, and apportionments for the 
fiscal year 1951 to the 48 States, Alaska, Hawaii, Puerto Rico, and Virgin 
Islands 


Percent | Percent 




















| | 
| ox jincrease| 1951 appor- increase 
1040 | 1950 |. or | tionments or 
| \decrease | decrease 
eee ca cuanwammuinaen | $718, 011, 654 | | $843, 161,115 | 16 | $853, 627, 000 1 
Highway construction*.______- oo eter nq 410,397,116 | 428, 780,277 | 3 | 433, 125, 000 2 
Aid to dependent children___- -| 189,415,088 | 237,400, 000 25 | 345, 205, 000 46 
Unemployment compensation and employ- | | 
EE ee a ae | 140,313, 590 169, 916, 765 21 | 1171, 047, 088 1 
National school-lunch program . | 73, 501, 766 $1, 213, 235 10 64, 625, 000 —21 
Hospital construction sinh alk aD ling Sei TS 56, 968, 233 NP | __ 75,000,000 —32 
Distribution of surplus agricultural com- 
modities ee ‘ ia 769 50, 326, 135 41 2 25, 000, 000 50 
Federal airport program __. ahs 30, 390, gy2 | 8 16, 078 », OOO —5l 
Cooperative agriculture exte nsion work_____- 29, 961, 223 | 4 31, 547, 672 2 
Cooperative vocational education............| 26, 145, 531 | 4 27, 127,882 | 0 
Office of Vocational Rehabilitation ati 18, 765, 171 | 9 | 20,600, 000 0 
Aid to the blind ; : 20, 469, 865 15 31, 168, 060 3: 
General health assistanee._______- sesvat | Ske sd 27 13, 540, 500 | —5 
Venereal disease control. - - : -----| 13,138,382 2 5, 500, 000 —59 
Agricultural experiment stations aa 10, 489, 662 | 17 12, 260, 263 0 
Receipts, Mineral Leasing Act ----| _9, 535, 276 | 19 | 214,000, 000 27 
Maternal and child health services ; 11, 240, 253 | 4 13, 787, 168 17 
Forest fire cooperation. . ; 5 lai eh tie 5% —5 9, 025, 000 3 
National forest funds ‘ ieinaeaen 6, 040, 470 28 8, 343, 014 8 
Services for crippled children __- 8, 161, 784 | —7 | 10,121,346 3 
Administration of veterans readjustment | 
allowance__.-- neiealen eas scans 20, 824, 312 7, 022, 345 —66 22,000, 000 -71 
Tuberculosis control Bien csp clewh dase cic 6, 786, 066 | 6, 790, 000 0 6, 350, 000 —6 
School assistance programs - - - | 5, 494, 036 6, 698,917 |...- 27, 000, 000 4 
Colleges for agricultural and mechanical arts. 5, 030, 000 5, 030, 000 0 5, 030, 000 0 
Public Housing Administration ---.......-.-- | 3, 288, 019 | 4, 393, 504 34 25, 000, 000 14 
Child-welfare services : 3, 669, 401 | 3, % 7 8, 988, 920 84 
Supervision of veterans on-the-job training _ 4, 770, 831 4, —21 24,000, 000 6 
Mental health activities --- 2, 924, 403 3, 5: 22 3, 200, 000 —10 
State and Territorial homes for disabled | 
a ee eae ree | 2, 906, 653 3, 273, 924 13 24,000, 000 25 
ee re ee 2, 360, 905 3, 500 48 3, 200, 000 | —9 
Hleart Giscase comtrol. ....................<.. SA aenon ae 1,7 | NP 1, 700, 000 —3 
Cooperative projects in marke ting epi aaier’ iaoreitedliade . 1,3 NP 1, 411, 310 6 
Public works advance planning----.-.--..__- 6, 450, 980 | | —3 2 200, 000 —80 
Wildlife Restoration pteaae 8, 217, 869 ¥, —7 9, 351, 614 | 22 
Lease of flood-control lands ea a 236, 802 506, 139 2800, 000 41 
Submarginal land program --.-.-.........--- 248, 949 | 228, 4 47 | —8 2 235, 000 3 
State marine schools............---- ek Deal 156, 390 | 157, 761 1 175, 000 ll 
Hospital survey and pls anning - --| 10,762,300 | 104,984 | —99 2100, 000 4 
American Printing House for the Blind.. | 125, 000 | 125, 000 0 125, 000 0 
Federal Power Act payments__........----. | 23, 372 | 25,000 |__. 225, 000 0 
er IC nes ee. ce een ekademeneean — 027 NP 825, 000 —10 
Aid to permanently and totally disabled ahi winenis ta% seal acini 50, 000, 000 NP 
Re cattlig ns tite d ai cicahauhiaumie nana 1, 856, 294, 427 \25 152, 937, 143 12 |2, 294, 441, 627 7 


N P—New program, 


1 Value of surplus agricultural products to be distributed not included. 
2 Estimated. 


*Forest highway construction not included. 
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A comparisou of Federal revenues * with grants-in-aid to States, fiscal year 1950 















Ratio of 
State Grants-in-aid Total Federal | Otto 
oO States revenue Federal 
revenue 
Percent 
Mississippi 3 
.),  __a ea 35 
pO ee ws 34 
New Mexico.__- ; 30 
South Dakota... -- 26 
North Dakota_. 25 
Louisiana... .__..-.- 22 
eric ctimacaladesoeenenees +cuulebewel 22 
Arizona. 21 
7 a 20 
Vermont 19 
Alabama... 18 
Tennessee... _--- 316, 035, 571 17 
South Carolina. -- ee ; ; alae d 175, 019, 823 | 16 
i ae ee cmon nt ‘ sah | 71, 828, 836 | 17 
Utah : 84, 012, 613 16 
Oklahoma 413, 470, 362 | 16 
Georgia... . 392, 518, 088 | 15 
i “ snopes : } 13 
Colorado: ........ ; ae | i3 
Maine __. gic aa 13 
West Virginia_..........-.- os sian eriactens ; scl 203, 917, 2 13 
Towa...... ide wicphiei _ . ap ined b me iin 41, 960, 057 345, 223, 12 
Kansas _ . phate ae icicles cierto a 37, 251, 320 12 
New Hampshire -- ; . 755, 337 11 
ii ot ih tans hane ahsene> aes p< sabe 444, 759, 395 | 1? 
, Rt Bet ee a 1, 290, 622, 384 | 10 
SS Biri oe ain . 262, 968, 480 | 10 
a. dae eececdeed eueeaih 261, 366, 873 & 
Minnesota... -.-.--- . 629, 726, 416 7 
Missouri; ....- Seidel 1, 102, O85, 135 ? 
California ..._......- ee meets : : i 2, 794, 713, 395 | 7 
Massachusetts cehaie oan ee eee cata imei ncapamiaa » 63, 338, 138 1, 127, 641, 137 | 6 
Weta. ..<+9---- ehenanie ecmnia Raat ait 3, 912, 475 758, 371, 637 | 6 
Rhode Island_...-- a ees eae 9, 710, 881 183, 795, 663 5 
ison lp ea aa 5 mrtaet nw ste SA bin sic | 39, 534, 317 857, 689, 175 | 5 
North Carolima- ---- i ee Rapes : 46, 832, 992 1, 131, 446, 603 4 
SE ha ae i ieraicncacau ce aksirsancadiie’ 40, 969, 791 973, 283, 542 4 
ME atin vo icicagde ca wupiee . Vel ; 26, 730, 023 744, 061, 228 4 
Ohio ee: dvigtehenditiecka tin 4 2 esl 89, 816, 918 2, 435, 580, 906 4 
Pennsylvania ; para ae . ea na ee 102, 569, 563 2, 964, 381, 617 3 
a inca achaeewes crete icceas ditions cocmn | 33, 842, 240 1, 133, 975, 046 3 
Connecticut : - - alas ‘ Be eA aS Sekar | 19, 994, 667 | 592, 874, 470 3 
Michigan _.....-. ne ‘ copies wlan duels palo Sagi 84, 410, 748 2, 747, 570, 685 | 3 
Tilinois_-_: sv AO 3 ah eT LE art Pe ee Re altaedtel 97, 831, 668 3, 396, 892, 658 3 
a a a | 21, 307, 303 1 790, 000, 000 3 
New York Son 4 seth 147, 190, 469 7, 215, 466, 535 2 
Bhi hart Gienicie pir ctentiw ae nremerweiawe yewevewssust 4, 628, 189 356, 901, 157 } 
Puerto Rico......... agaue ” Sepaiaonee 9, 732, 688 2, 320, 274 420 
Alaska penta ere rae 3, 143, 488 17, 393, 930 18 
Hawaii_. > eas ; 9, 191, 649 81, 400, 813 jl 
District of Columbia..-.- aaa ey | 6, 947, 663 | 1 338, 476, 407 | 2 
Virgin Islands. ...... inaieniaa te said aaa cae Sal 368, 450 @) 
FT a a a ah ace aac iece eee 32, 173, 023, 478 38, 957, 131, 768 5.6 
| 





1 Estimated. ; 
2 Virgin Islands taxes are not payable to the United States. 
3 Not comparable with amount shown in Chapter V because of late adjustments. 


Total will not prove due to the fact that the Maryland district includes Puerto Rico for certain collections. 
*The amounts collected by States are not entirely indicative of the Federal tax burden of the respective 
States, since the taxes may be eventually borne by persons in other States. 








Federal grants-in-aid to States for 





I nn a eens 
Highway construction. 
Aid to dependent children... __.........-_. 
National school-lunch program____-__- 
Unemployment compensation and employ- 
ment administration _.................--- 
Distribution of surplus agricultural com- 
ORE a ke A a E csall  EP 
Hospital construction !_ _ -- 
Cooperative agricultural extension work - 
Cooperative vocational education __...__._--- 
Office of vocational rehabilitation._.......__. 
Venereal-disease control aaaisienede icone ae 
Maternal and child health services 
General health assistance - - 
School assistance programs - - 
Forest fire cooperation..................-.--- 
Agriculture experiment stations. ._........_- 
SN 
Federal airport program. .-............--...- 
Services for crippled children _.-.........- 
Public Housing Administration - . ee 
Administration of veterans’ readjustment 
allowance__ aa : 
Tuberculosis control. 
We eee ONORENION..... 25... ones ane 
Colleges for agricultural and mechanical arts 
One weltess aerwees.. .................-.-- 
PORENGtE GUNOUE CUO So ce coe ncccme snk ons : 
Cancer control__....--..--- 
Heart-disease control. ................--...- 
Public-works advance planning___._....__- : 
Cooperative projects in en. 
Water pollution control. 
Mental-health activities...................-- 
American Printing House for Blind__....___- 
Receipts Mineral Leasing Act.--.......-..-- 
Submarginal land program ----_-__- 
Veterans’ reuse housing program -._--.-..-- 
Emergency maternity and infant care 
Veterans’ educational facilities__.._....._.__- 
Community. facilities....................-- ‘ 
Aid to permanently and totally disabled _- 
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the fiscal years 1949, 1950, and allotments for 
1 


951 


ALABAMA 


$13, 411, 848 
4, 591, 205 
3, 676, 951 
2, 901, 160 
2, 391, 323 


1, 162, 738 


36, 577, 567 











| Percent 1951 Percent 
1950 | pameeee apportion. [ae 

| crease ment crease 
$15, 022, 517 12 $15, 381, 000 2 
6, 236, 001 35 8, 788, 403 41 
4, 996, 097 36 6, 072, 000 22 
3, 075, 329 6 2, 305, 118 —25 
2, 711, 467 13 2, 653, 846 —2 
1, 873, 794 61 ens 
1, 393, 269 82 2, 566, 168 85 
1, 213, 143 4 1, 210, 092 0 
720, 979 0 723, 562 0 
514, 677 47 471, 068 —8 
526, 584 2 200, 600 —58 
453, 053 —8 487, 804 s 
405, 382 41 378, 800 —7 
390, 622 25 BU Resiecnmnd 
332, 644 —13 332, 638 0 
321, 991 17 322, 612 0 
297, 522 20 344, 000 16 
289, 399 —40 294, 909 2 
256, 247 —10 310, 446 21 
199, 346 353 WT Mantes 
156, 419 —63 PR Ra ciematls 
148, 404 —1 145, 900 -2 
102, 755 308 158, 585 58 
102, 333 0 102, 333 0 
101, 981 —10 244, 090 140 
89, 988 36 114, 547 28 
67, 850 14 70, 000 5 
61, 453 NP 44, 000 —B 

29, 752 —71 Bianca 
26, 579 7 24, 745 —7 
20, 010 NP 19, 500 —2 

17, 598 —68 68, 800 291 
4,994 —5 4, 581 —8 

375 77! BE Becscsemncct 

303 —2 BE Cicdandoo 
Sundae DP Ne cee maces 
ee eas DP lt sentcty 
uae DP BEI cies eteath 
eather 1, 413, 000 NP 

42, 264, 691 1 45, 253, 847 





1 1949 covers survey and planning. 


NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 


195 


Highway construction 
Old-age assistance 
Aid to dependent children 





Unemployment compensation and employ- 


ment administration 
Federal airport program 
National schoo] lunch 
National forest funds 
Aid to the blind 
Distribution of surplus 
modities 
Hospital construction 
Cooperative agricultural extension work 
Cooperative vocational education 
Agricultural experiment stations 
Wildlife restoration 
Maternal and child health services 
Office of Vocational Rehabilitation 
General health assistance 
School assistance programs 
Colleges for agricultural and mec hanical arts 
Venereal-disease control 
Administration of veterans readjustme nt al- 
lowance 
Set vices for crippled children 
Child welfare services 
Publie works advance planning 
‘Tuberculosis control . 
Supervision of veterans on-job training. 
Receipts Mineral Leasing Act 
Water-pollution control 
Mental-health activities 
Cancer control 
Public Housing Administration i 
Heart-disease control 
American Printing House for Blind 
Submarginal-land program 
Veterans reuse housing program 
Veterans’ educational facilities 
Hospital survey and planning. _- 
Aid to permanently and totally disabled. 


agricultural 


Wet iicctéicsier ip ibsn adtn tiem seni 
NP—New Program. 


D P—Discontinued Program. 
NA—No Allotment Available. 


com- | 





ARIZONA 


$5, 017, 042 
3, 718, 027 


, 262, 783 | 


1, 000, 374 
1, 123, 703 
414, 766 
285, 292 





2 946 


252, 


22, 955 


181, 014 
170, 349 
135, 418 
74, 588 
89, 837 
60, 592 
481 
S49 


62, 
130, 
75, 


48, 


dad 


167, 579 | 


100, 
43, 


534 
897 
18, 075 
52, 867 
39, 052 

5, 923 


16, 371 
7, 642 


871 
123 


698 | 





Continued 


1950 





1, 196, 643 
48] 
475, 
304, 005 | 
20%, 604 





m= 
én 


266, 809 
233, 873 
182, 143 
170, 366 
150, 039 | 
106, 871 
100, 173 
77, 734 
93, 015 
89° 600 
, 698 
, 191 


55, 975 
286 
3, 843 
31, 285 
, O15 


£9, 404 


, 668 
, 388 | 
, 058 
8, 866 
8, 400 | 
1, 543 | 
782 


65 | 


15, 842, 283 


1950, 


? 


Percent} 
increase} 


or de- 
crease 


1951 


appor- 


tionment 


$5, 112, 870 


~ 


4, 605, 000 
1, 674, 000 


1, 305, 659 
311, 921 
384, 448 | 
291, 387 

35, 000 | 


NA 
423, 944 
186, 720 | 
172, 047 
149, 103 
188, 000 
167, 407 | 
74, 276 | 
95, 000 | 

NA | 
75, 698 
49, 600 | 


NA 
100, 625 | 
65, 824 

NA | 
55, 600 | 

NA | 

NA 
10, 000 
20, 000 
19, 800 

NA } 
15, 400 

782 





414, 000 


3, 304, 111 


11 


and allotments for 


Pereent 
increase 
or de- 


crease 


9 
35 


—19 


13 


x 


| @a ! 4 
warts eto 


104 
95 


85. 


—3 
100 
124 


- 
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Federal grants-in-aid to States for the fiscal years 1949, 
1951—Continued 








Old-age 


Aid to dependent children. 


ning 


modities_. 


Aid to the bline . 
National-forests fund 


ARKANSAS 
H | 
| 
1949 
| i 
assistance . . Racine ; midst $9, 416, 075 
Highway NR 6 in wench dd eo 5, 062, 819 
3, 251, 452 
National school-lunch program 2, 012, 160 
Hospital construction (1949, survey and ph un- 
225, 250 
U nemployment compensation and employ- | | 
ment administration..-- | 1, 260, 954 
Distribution of surplus agricultur: al com- | 
: 994, 345 
Cooperative ‘agricultural extension work- 939, 839 
Cooperative vocational education -- 542, 950 
; 336, 921 
is 277, 960 
Office of Vocational Rehabilitation vencel rs 413 | 


General health assistance. _._......._.-- 
Agricultural experiment stations__-__-__- 
Forest-fire cooperation. - 
Maternal and child health services......_.__| 
Venereal disease control. __--._-_- ; ee 
Services for crippled children. --_- 
Federal airport program_-__._.........--- 
Administration of veterans’ re: 1djustment 
allowances. ae: 
School assistance progr: sms___- 
Supervision of veterans on-job tr: tining ‘ 
Tuberculosis control. stienunee 
Child-welfare services_____- 
Colleges for agriculture and mechanical arts 
Wildlife restoration, ete. ..............--- 
Cancer control_. deihdnconkdee dike cca 
Mental health activities _ 
Heart-disease control _ - 
Cooperative projects in “marke ting. 
Public works advance planning__._- 
Lease of flood-control lands___...._..- 
Water pollution control ‘ Rs 
Submarginal-land program -__._...-- 
Public housing - - Pertti NGbuswcamietens: 
Aid to permanently and totally disabled_- 
American Printing House for the Blind___- 


Saco — eeul 


TO idthe dine dedcss 


N P—New Program. 


D P—Discontinued Program. 
NA—No Allotment Available. 





27, 854, 


“2, 443 | 


INTERGOVERNMENTAL RELATIONSHIPS 


1950, and allotments for 


“} 








> ‘ree a > 
a eee 
1950 a appor- jncrease 
| or de- tionment or de- 
crease crease 
$13, 206, 519 40 | $14, 599,000 | ll 
6, 015, 341 19 6, 704, 794 | 11 
5, 104, 057 | 64 6, 458, 000 | 26 
2, 258, 208 | 12 | 1, 557, 877 | —31 
} } 
1, 601, 642 NP | 1, 877, 932 | 17 
j i 
1, 462, 161 | 16 | 1, 568, 094 | 7 
j 
1, 200, 031 | 17 | NA |_. . 
973, 923 | 3 1, 005, 698 3 
542, 950 0 542, 950 | 0 
446, 863 | 33 | 556, 000 25 
375, 122 | 35 498, 758 | 33 
307, 662 | 35 314, 063 2 
237, 562 | 36 283, 000 | —~2 
287, 091 | 18 | 233, 279 | —2 
270, 476 | 5 } 270, 476 0 
267, 238 | 8 | 294, 536 18 
232, 851 | —1 | 121, 000 —68 
211, 304 | 3 | 231, 056 | 9 
209,205 | —75 | 245, 637 | 7 
' ' 
93, 135 —66 | Dee. Poo. 
201, 842 37 | A, Seek, 
96, O15 21 RA ae Fee 
100, 720 —1 | 102, 500 | 2 
97, 613 | 2 218, 790 125 
92, 248 | 0 92, 248 0 
74, 905 | 20 144, 551 92 
59, 614 | 27 | 52, 400 | —11 
46, 899 35 7, 900 | 4 
29,438 | NP 34, 300 | 15 
23,443 | —13 24, 045 | 4 
35, 413 28 Ma sctels 
20, 740 | v me $204 ue. 
17, 396 | NP 16, 400 =) 
12, 034 —5 BER tice, 
Been au tske Bet aie io.. 
siete eect wine 653, 000 | NP 
2, 301 —6 2, 338 | 4 
36, 267, 955 | 30 38, 800, 682. 7 


463 | 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and alloiments for 
1951—Continued 


CALIFORNIA 











recent 1Or cen 
1949 1950 | apportion |e 
re t 
Old-age assistance $72, 387, 503 | $106, 405, 404 47 $98, 628, 000 ink 
Unemployment compensation and employ 
ment administration 16, 640, 18, 289 10 18, 708, 656 2 
Aid to dependent children 8, 210, 17, 611 1i4 24, 597, 000 10 
Highway construction 21, 849, 2 17, 262 —2] 19, 856, 358 15 
Aid to the blind 2, 955, RO] 32 4, 369, 000 12 
National school-lunch program 3, 025, 3 31 10 2 -12 
Federal airport program 3, 083, 146 2 , -~85 
Receipts, Mineral Leasing Act 2, G08, 592 3, 002, 0 NA . 
Distribution of surpjus agricultural com 
modities 1, 342, 136 2, 245, 325 67 NA {8 
Office of vocational rehabilitation 1, 452, 502 1, 840, 249 27 1, 666, 323 —10 
Hospital construction Z 1, 551, 621 NP 2, 559, 964 65 
Forest-fire cooperation : 1, 479, 647 637, 621 0 
National-forest funds 1, 145, 957 104 972, 650 —15 
Cooperative vocational eduction l, 1, O77, 490 0 1, 077, 490 ) 
Cooperative agricultural extension work 710, 703 } 709, 343 0 
Genera] health assistance 647, 682 19 662, 500 2 
State and territorial homes for veterans 643, 595 14 NA 
Wildlife restoration 384, 291 70 399, 138 4 
Maternal and child-health services 336, 719 ll $15, 612 23 
Agricultural experiment stations 206, 260 2 296, 310 0 
Tuberculosis control 289, 161 311, 500 7 
Venereal-disease control 272, 699 —35 205, 100 —25 
Administration of veterans’ readjustment 
allowances ; 1, 864, 067 248, 633 87 NA 
Mental health activities 164, 452 226, 312 38 I 4), 000 —16 
Services for crippled children 325, 404 214, 567 —28 255, 498 19 
Supervision of veterans’ on-job training 213, 556 ‘NA 
Cancer control 124, 010 52 176, 200 —7 
Colleges for agricultural and mechanical arts 148, 834 ) 148, 834 0 
Publie works advance planning 91, 272 57 NA 
Child-welfare services 108, 639 11 231, 859 95 
Heart-disease control NP 71, 700 —24 
Cooperative projects in marketing 70, 901 } 71, 400 —3 
Lease of flood-control lands 6, 834 4 NA 
Public Housing Administration. __ 10, 833 455 NA . 
Water-pollution control ; i. NP , 400 t 
State marine schools ta: 25, 000 0 5, 000 0 
School assistance programs. __. ; 32, 427 —38 NA ‘ 
American Printing House for Blind ; 2, 868 102 6, 818 17 
Submarginal-land program 414 110 ae 
Veterans’ reuse housing program. 2 108, 476 1........ DP 
Veterans’ educational facilities nas | 275 |... . “ DP = 
Hospital survey and planning 299, 998 DP : 
Aid to permanently and totally disabled _- du | 6, 800, 000 NP 
Total jeiesalen ‘ . 145, 653, 256 187, 692, 228 29 188, 798, 225 0.5 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


8. Rept. 94, 82-1——-3 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


COLORADO 





Ce RIOR K.. ... nti annondinieininitnce 
Highway construction.._...........-...-.... 
Aid to dependent children. -.................- 
Receipts Mineral Leasing Act_............-- 
Unemployment compensation and employ- 
ment administration 
Hospital construction 
National school-lunch program. -_..._....._- 
Distribution of surplus agricultural com- 
cael Na as ce haha ig aaa 
Federal airport program.-................-- 
Cooperative agricultural extension work____- 
CO RE REE ae 
Agricultural experiment station._..........-. 
Cooperative vocational education. -__._..__-- 
National-forest funds _- . bien 
Maternal and child-health services. ....._-_- 
Office of vocational rehabilitation... ______- 
Aid to the blind___- 
General health assistance... .------ 
Colleges for agriculture and mechanical arts 
Administration of veterans’ readjustment 
Ps ois. ccicvepilnns ocnegdebetioniaes« 
Supervision of veterans on- om eames 
Tubere ulosis control 
Venerea!-disease control 
Child welfare services = 
Services for crippled children - 
Cancer control ‘ 
Mental-health activities 
Forest fire cooperation 
State and Territorial homes for veterans. 
Submarginal-land program - . eae 
Heart-disease control... 
Lease of flood control lands... 
Water pollution control__._....-...........-- 
Cooperative projects in marketing_ _- cea 
Hospital survey and planning. _........-.- 
Public works advance planning ‘ 
American Printing House for Blind_- 
Veterans’ educational facilities 
Aid to permanently and totally disabled 


Total 























lp Percent 
increase 
or de- 
crease 








| 
Percent 
= ere 1951 
1949 1950 pos oy apportion- 
crease ment 

$15, 492, 746 $18, 089, 163 17 $17, 070, 000 

9, 610, 465 8, 425, 879 —12 6, 811, 410 

2, 112, 891 2, 726, 164 29 3, 706, 000 

1, 211, 581 1, 599, 749 32 NA 

1, 032, 906 1, 250, 442 21 1, 313, 454 

573, 061 NP SOR, 658 

548, 835 565, 539 3 475, 988 

347, 536 404, 541 16 NA 

688, 192 378,811 | —45 324, 370 

349, 787 359, 865 3 353, 505 

137, 561 254, O87 85 275, 418 

167, 764 233, 024 39 200, 174 

221, 006 221, 006 0 221, 006 

215, 119 217, 507 1 225, 074 
145, 877 183, 428 26 212, 100 | 
118, 906 180, 339 52 149, 470 | 

132, 323 139, 071 | 5 | 163, 000 

102, 305 127, 044 24 | 125, 200 

82, 820 82, 820 0} 82, 820 

184, 133 | 70,813 | —62 NA 

87, 995 69, 550 —21 NA 

62, 317 62, 052 0 57, 300 

80, 033 59, 740 —25 37, 800 

46, 526 57, 003 22 111, 811 

51, 816 56, 014 & 86, 860 

21, 376 33, 298 55 30, 500 

31, 169 | 31, 378 1 23, 800 

21, 759 | 26, 763 23 27, 647 

28, 650 | 25, 933 —10 NA 

25, 753 | 23, 601 —8 NA 

imeem 23, 466 | NP 18, 400 

2, 456 16, 128 560 NA 

ge Rt ss 11, 385 NP 11, 000 

1, 404 7, 570 440 13, 550 

900 3, 290 265 NA 

58, 675 2, 900 —95 NA 

1, 211 | 1, 303 S OP | 1, 368 

DD ‘bo ncacduckuek DP NA 

ibens Seri eatiacectersie ---| 513, 000 

33, 420, 845 | "36, 593, 727 F 9 | 33, 149, 683 





NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available, 


—6 
—19 
37 


_ 
> 


| 
se 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 














1951—Continued 
CONNECTICUT 
| Percent 1951 Perc ent 
1949 1950 at apportion- aa 
| crease ment crease 
—_—_—_ eee SS ~~ 
| 
Old-ege assistance. ...........--..-...---L--- $4,867,791 | $6,599,576 | 35) $6, 787,000 | 3 
Highway construction ......................- 3, 195, 584 4, 469, 647 | 40 4, 241, 687 | —5 
Unemployment compensation and employ- | | | 
ment administration .__...................- 2, 403, 702 3, 029, 098 | 29 | 3, 168, 631 | 5 
Aid to dependent children_.................- 1, 193, 524 1, 950, 967 | ot 2, 822, 000 44 
National school-lunch program.._..........- 600, 278 606, 657 | 1 554, 844 —9 
Office of Vocational Rehabilitation__._......- 354, 754 471, 912 | 34 381, 551 | —19 
State and Territory homes for veterans... --- 268, 550 274, 576 2 | PE When iicho = 
Cooperative vocational education___........- 253, 523 259, 827 2 | 281, 133 8 
I cee 256, 900 |_....- | 505. 382 81 
Public Housing Administration ____.......-- 105, 917 193, 048 | 82 | PEM Scidtttniee 
Distribution of surplus agricultural com- | 
modities_.._- Coe ne eres ctias 190. 536 178, 319 —6 | BM A nieaeee 
Cooperative agricultural extension work ----- 168, 251 174, 007 | 4 | 172, 705 | —1 
Agricultural experiment stations___..__.____- 144, 955 165, 737 14 | 169, 549 | 2 
Administration of veterans’ readjustment | | 
et ewalinn 309, 558 143,132 | — | i Bie deine 
Federal airport program__._............._.-- 19, 830 139, 215 } 700 | 113, 651 | —19 
Services for crippled children_.___._.._._.._- 140, 373 125,920 | —11 | 187, 356 | 48 
General health assistance... .............---| 102, 916 121, 512 | 18 | 129, 900 | 7 
Tuberculosis control 120, 595 110, 508 | —9 | 96, 500 | —13 
Maternal and child health services... ._____-| 100, 925 | 97, 434 —4 120, 328 | 24 
Solleges for agricultural and mechanical arts. 89, 508 89, 508 OO ONG hs 
Aid to the blind -_--- : edi ‘aiieh 50, 697 | 84, 578 68 102, 000 20 
Supervision of veterans on-job training - - -_- 147, 782 | 75, 297 —49 | ee bencece 
Child-welfare services. ....................-- 40, 754 | 54, 859 | 35 | 124, 360 | 126 
Mental-health activities. .................--- 51, 043 | 50, 676 | 0 | 37, 400 | —26 
Forest-fire cooperation ._.................-..- 55, 524 | 44,660} —20) 49, 025 | 9 
School-assistance programs...............---].-.----- 7 42, 582 |_- | IP Bain 
Venereal-disease control]. ..........-.....-.- 57, 535 | 41,247 | —30| 29, 100 | —30 
a eee 29, 777 40, 609 40 38, 300 | —5 
Wildlife restoration....................--..-- | 23, 621 28, 393 20 43, 368 | 54 
Heart-disease control. ................-- soisseamed 27, 822 NP 21, 600 | —22 
Public works advance planning__.........--- 147, 316 19, 050 —87 | NA } 
Cooperative projects in marketing__..___- ads 4, 891 12, 841 | 267 | 13, 580 | 5 
pr TINE COCO i et ceemnaen iw 12, 296 |__- | 12, 000 | —2 
American Printing House for Blind___..__--. 913 | 1, 064 | 16 1, 238 | ll 
Hospital survey and planning--_..........__-| 30, 771 | 1, 000 —99 NA | 
Lease of flood-control lands__............-- 68 193 284 | NA | 
Veterans’ reuse housing program... _- Sl ee NA 
Veterans’ educational facilities. _- hil I oi ges NA | 
Aid to permanently and totally disabled___._|-.............}..------ 333, 000 | NP 
ee Bole iin isthe aimee |} 15,311,398 | 19, 994, 667 30 20, 626, 64 6 





NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 


1951—Continued 











DELAWARE 
Perc ent 
1949 1950 , ae 
crease 
Highway construction $1, 559, 037 $2, 161, 751 8 
Old-age assistance 383, 627 413, 490 ~ 
Unemployment compensation and employ- 
ment administration : 325, 071 387, 626 19 | 
Aid to dependent children 225, 515 311, 126 38 
Office of vocational rehabilitation 149, 961 143, 617 —4 
Cooperative vocational education 145, 117 154, 834 7 
Agricultural experiment stations 111, 868 | 119, 804 7 
National school-lunch program 86, 410 111, 545 | 29 
Cooperative agricultural extension work ; 93, 714 | 97, 333 4 
Distribution of surplus agricultural com- 
modities Ke 125, 909 | 84,040 | —33 
Hospital construction m ‘ - 77, 404 
Maternal and child-health services 72, 514 | 74, 466 | 3 
Colleges for agricultural and mechanical arts 73, 042 | 73, 042 0} 
Services for crippled children 22, 862 65, 228 185 
Aid to the blind 41, 603 | 4, 741 55 
Wildlife restoration . 7, 232 | 47, 492 550 | 
Tuberculosis control 32, 873 31, 255 —5 
Administration of veterans’ readjustment 
allowances 39, 892 | 29, 933 —25 | 
Child welfare services 20, 701 | 28, 653 | 38 
Venereal-disease control. - -- S32 26, 820 | 28, 310 5 
General health assistance 25, O83 | 23, 742 | —5 
Mental health activities 24, 576 23, 648 —4 
Supervision of veterans on-job training 17, 598 | 16, 649 —5 
Heart-disease control . . d : 13, 364 NP 
Water-pollution control ie ‘ NP | 
Cooperative projects in marketing 5, 000 62 
Public works advance planning 116, 455 —92 
Federal airport program ; 7, 745 —3 
Cancer control. : = 4, 998 36 
Forest-fire cooperation sake atce 9, 256 —40 
Submarginal land program obec de oan 64 —11 
Veterans’ educational facilities Re Biciekens DP 
Aid to the totally and permanently disabléd __|_-...-..- js 
Ns hctinsuhatetacwstesie piientall 3, 755, 858 | 4, 628, 189 22 | 












Percent 





1951 
increase 
apportion- : 
: ment OF Ge 
crease 
$1, 805, 516 —17 
423, 000 | 3 
414, 912 10 
305, 000 4 
154, 690 & 
221, 006 | 43 
121, 356 | 2 
RR, 515 | —I1 
95, 822 | —2 
NA : 
200, 000 | 160 
107, 439 | 45 
82, RW | 13 
114, 059 75 
73, 000 | 14 
43, 368 —9 
25, 600 —18 
| 

MA ei. . 
44, 517 55 
18, 800 | —33 
22, 600 | —4 
20, 000 | —15 
NA } : 
11, 200 —18 
8, 600 —5 
14, 625 145 
NA . 
21, 535 196 
5, 900 —13 
13, 500 144 

iA teucsks. 

ee ao Sut 
83, 000 | NP 
4, 540, 580 | —2 





N P—New Program. 
D P—Discontinued Program. 
NA—No Allotment Available, 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


FLORIDA 

















Percent 951 Percent 
‘ © CrcCunM i crease 
1949 1950 yp appor- 2 aa 
crease tionment crease 
Old-age assistance $18, 619, 233 $21, 825, 424 17 $19, 339, 000 —l1 
Aid to dependent children 7, 054, 419 10, 054, 013 5) 11, 616, 000 16 
Highway construction 5, 703, 040 3, 524, 500 iS 6, 271, 291 77 
Unemployment compensation and employ- 
ment administration . 2, 099, 980 2, 486, 203 19 2, 721, 311 9 
Hospital construction 1, 797, 508 1, 439, 696 —20 
National school-lunch program 1, 376, 653 1, 617, 092 17 1, 161, 420 —29 
Aid to the blind 923, 175 1, 099, 457 19 1, 135, 000 3 
Distribution of surplus agricultural com- 
modities 996, 127 29 NA 
Office of Vocational Rehabilitation 697, 064 21 692, 864 —} 
Federal airport program 496, 745 114 260, 459 67 
Venereal disease control 4905, 955 17 204, 700 —59 
Forest fire cooperation 465, 554 -12 465, 553 0 
Cooperative vocational education 345, 040 ] 345, 040 0 
Cooperative agriculture extension work 320, 567 350, 619 | 10 
General health assistance 243, 285 27 233, 200 —4 
Agricultural experiment station 192, 470 193, 925 1 
Tuberculosis control 178, 570 6 146, 400 —18 
Wildlife restoration 165, 003 206 121, 215 27 
Maternal and child health services 162, 758 1) 245, 450 50 
Public Housing Administration 159, 098 1, 221 NA 
Administration of veterans’ readjustment 
allowance —65 NA 
Supervision of veterans on-job training 20 NA 
Services for crippled children 8, 15 24 132, 121 35 
Colleges for agriculture and mechanical arts 91, 655 91, 655 0 
Mental health activities 64, 849 50, 500 —25 
National forest funds 60, 452 57, 660 12 
Child-welfare services 49, 103 29 150, 859 150 
Cancer control : 42, 340 Hn 50, 500 5 
Public works advance planning 94, 445 — 4¢ NA 
Heart-disease control 30, 300 —25 
School assistance programs. _ NA 
Water-pollution control 14, 900 -2 
Submarginal land program 6, 891 7 NA 
Cooperative projects in marketing 1, 266 720 3, 700 —63 
American Printing House for Blind 2, 549 —35 1, 629 —1 
Receipts, Mineral Leasing Act oa 4 1, 850 NA 
Veterans reuse housing program 1, 062 DP 
Emergency maternity and infant care- 6, 193 DP 
Veterans’ educational facilities 584 DP 
Hospital survey and planning. 1, 012, 501 
Total iebe cicddenecenhsebasbasewas 41, 820, 297 48, 195, 182 15 47, 526, 967 1 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 

















GEORGIA 
Percent| 1951 Percent 
1949 1950 inevense} appor- a 
crease tionment crease 
ee NS io 58 in. acc cieee $16, 307,329 | $19,811,320 21 | $21,757,000 10 
Highway construction._...................-. 10, 113, 468 11, 934, 313 18} 10, 287, 632 | —14 
Aid to dependent children..._.............-. 3, 389, 687 4, 991, 661 47 | 6, 311, 000 | 16 
National school-lunch program -._..........- 3, 043, 162 3, 183, 985 4 2, 235, 599 —30 
eS SEES TER Mr ie ew a 2, 600, 691 NP} 2, 609, 914 0 
Unemployment compensation and employ- | 
ment administration. -_-...................- 2, 012, 895 2, 363, 612 17 | 2, 671, 721 13 
School-assistance program ._.__...........--- 1, 158, 027 1, 604, 637 38 | N | Lenices ee 
Distribution of surplus agricultural com- j 
I a a 1, 291, 212 1, 557, 589 20 | MA. 
Federal airport program__.._---...--.------- 658, 594 1, 519, 090 130 328,654 | —78 
Venereal disease control _...._..........-.--- 825, 622 1, 274, 474 55 313, 000 | —74 
Cooperative agricultural extension work- ---- 767, 189 i 206, 687 | 58 | 1, 256, 877 | 4 
Office of Vocational Rehabilitation. .......-- 891, 280 815, 826 | mS 811, 824 | —1 
Cooperative vocational education... .- al 767, 189 767,191 | 0 767,190 | 0 
BE Oy Ge i ccbinicindosesconcdeve a 500, 113 615, 079 | 23 740, 000 | 20 
General health assistance_.._._.........._.-- 307, 127 418, 945 36 379, 600 -9 
Maternal and child health services --__...--- 512, 770 410, 910 —20 | 470, 129 15 
Agriculture experiment stations ---_--....- aa 284, 898 344, 482 21 357, 120 4 
Forest-fire cooperation................-..---- | 289, 420 253, 580 —12 331, 027 30 
po EE EE ae 250, 829 239, 504 -4 204, 100 —13 
Services for crippled children.__.-._....._..- 254, 437 204, 619 —2% 256, 929 26 
Supervision of veterans on-job training --_---- 199, 604 165,823 | —17} Bee Budiienes 
Administration of veterans’ readjustment 
ee Le ibdlstiimens 437, 840 162, 569 —63 OA Tosco 
Child-welfare services... ...................- 97, 495 148, 905 52 | 305, 549 106 
ee IN oo os NL uiwcdekecacse 148, 336 129, 648 —13 140, 741 8 
Colleges for agricultural and mechanical arts_/} 105, 651 105, 651 0 105, 651 0 
Mental-health activities... _- oaldalnccabbekennin 89, 729 101, 200 13 72, 700 —28 
2 a aa eee 64, 280 84, 905 32 72, 500 —14 
National fertet Qands... ............<.......... 63, 194 61, 069 28 65, 175 —20 
Heart-disease control _ ___- Sikhs aibelicocsncttad andadily ste state 63, 263 NP 44, 100 —30 
Public Housing Administration_..---------- 44, 555 46, 983 5 NA Beckisat 
Cooperative projects in marketing-_......--- 12, 123 35, 476 192 31, 451 —12 
Public works advance Ps o< eae 96, 829 25, 965 —73 ASA sot 
Wr eer BONNIE. 2a ww oho ln nea chide de cnne ws 20, 386 NP 19, 600 —24 
Submarginal land program_-_...........---- 13, 280 7, 093 —47 POA tick ice 
Hospital survey and planning -_-_-_._......--- 503, 251 5, 344 —99 See -Wiicwcad 
American Printing House for Blind- --_-_..-- 3, 548 3, 930 ll 3, 539 —10 
Lease of flood-control lands__.............---]..---.-..- aie OS 1 ese Sek Sstecadcn 
Veterans reuse housing program.-_........- Se a es OO Seckwabwelcewaadeedsile 
Veterans’ educational facilities_.............- 9 eee BOE Bicniinhaseitlcwcsinicn 
ee | ee BE LisitnnnincnduccelonsibisSubetinandadebaduabebedaiss 
Teteh scien dilicistitelbies aiimaincbickdattdihie 45, 510, 986 57, 306, 898 26 | 52, 950, 322 = 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 




















IDAHO 
Percent 1951 Percent 
1949 | 1950 a apportion- a 
os ment ow eee 
crease | cTease 
neg... ua avcioseeeatall $3, 184, 729 $3, 675, 712 | 15 3, 788, 000 | 3 
Eaeiwey eomrrnnen.. ......- nec encnes 3, 201, 471 3, 330, 413 | 4} 4, 388, 888 32 
Aid to dependent children... ....._.......-- 808, 771 1, 078, 827 | 33 1, 575, 000 55 
Unemployment compensation and employ- 

ment administration -_.............-.-- ; 718, 862 797, 003 | 11 | 883, 851 11 
Hospital construction. _._............-.-.-- ent a Se 585, 354 NP | 311, 984 —48 
National forest funds. .....................- | 327, 783 418, 197 28 495, 281 i8 
National school-lunch program -._.......... 303, 592 356, 901 18 | 284, 379 | —25 
Pio lll eee ee | 50, 067 265, 755 435 | 178, 218 —33 
Cooperative agricultural extension work. __- 260, 259 | 260, 918 0 |} 274, 422 | 5 

Distributors of surplus agricultural com- | 
EE, Alii tat otsctininnnnwtaideimennee« | 123, 579 211, 503 | 71 | DRAG. scenanones 
Agricultural experiment stations.........._- 146, 233 167, 195 | 14 163, 195 | —2 
Federal airport program._-__..............-.. | 355, 108 166, 425 —53 | 238, 078 | 43 
Cooperative vocational education._......__- 159, 956 162, 014 2} 174, 956 s 
Forest fire cooperation................-.._-- | 164, 415 | 137, 954 16 | 132, 155 | —4 
School assistance program. ..............___- 71, 091 | 118, 373 66 | SR Bast cds 
General health assistance.._......._...____-- 59, 877 79, 585 33 89, 600 | 12 
Colleges for agricultural and mechanical arts. 75, 990 75, 990 0 | 75, 990 |...--... 
Receipts, Mineral Leasing Act___.........-- 4, 203 75,381 | 1,700 | We eet a 
Maternal and child health services__.....__- 94, 705 72, 733 23 | 91, 543 | 26 
Office of Vocational Rehabilitation ---...___- 45, 807 58, 848 28 | 61, 172 | 3 
PY RS ioe AS a 63, 223 71, 401 12 84, 000 | 18 
Services for crippled children. _.._........_.- 57, 939 | 51, 590 —11 | 76, 562 43 
Venereal-disease contro]. _........-...-..--.. 62, 380 40, 282 —365 | 22, 100 | —45 
SS ee 19, 776 38, 559 | 95 128, 205 329 
State and Territorial homes for veterans_____ 23, 766 31, 157 31 | Sits. 
PROTON. oct ccnne cc erceccone-s- 23, 555 22, 704 —3 | 19, 300 | —13 
LO ER eee 13, 666 19, 310 42 | 18, 000 | —7 
Hoart-disease control. ................-... oth cadet lassie nie 16, 903 j....... 14, 000 | —18 

Administration of veterans readjustment | 
ei nee neta dtisecnesudhsapcconcnn 74, 005 13, 825 81 | Pes aeud 
Public works advance planning - -...-...---- 25, 968 11, 757 55 Wao hi 556. 
We ee... chon hn ccc nchibuweceacecnes 9, 969 NP 9, 600 —3 
Mental health activities. ..................-- 14, 000 8, 000 —43 20, 000 250 
Public Housing Administration --..........- 3, 854 7, 895 104 YY ee 
Hospital survey and planning. -........_._-- 52, 017 2,378 | 2,500 ee ae 
Cooperative projects in marketing_........._|.......-..-- 2, 000 Le asic tS eee 
Submarginal land program .-_...............- 1, 452 1,065; —24 PR Raed caiaare 
American Printing House for Blind - - -...--- 404 413 2 304 | —26 
Veterans reuse housing program __..__......- DE Beth nicngddnuctdadekcdthannminiuakcie Ee 
Emergency maternity and infant care-__--.__- heii incinesnees Ss cchkd tevcbig Nemesia wane ekiadasiy es 
Veterans’ educational facilities._...._.......- a issues sachenlipsching neta apes 
Aid to permanently and totally disabled --~-..|..............}..-----.------ |------- 270; 000)i=....... 
GAR ccccccedacadsnnicennemiciensinscdd 10, 737, 183 12, 444, 379 | 15 13, 773, 783 11 











NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 





20 


INTERGOVERNMENTAL RELATIONSHIPS 


Federal grants-in-aid to States for the fiscal years 1949, 


1950, and allotments for 
1951—Continued 














ILLINOIS 
| | 
| Percent 1951 Percent 
} ® jIncrease j increase 
1949 1950 } aa apport lon- a 
| } crease | ne crease 
sienna ibaa hiaatinnitiamieaninain i | miciaiaeenlbics ahencatstienbiettctiatasl tnecnmpeaaiisiaic” = 
Old-age assistance icity hidewlene - | $37, 946, 019 $42, 271, 306 1} $41, 684, 000 | —! 
Highway construction ....................... } 17,781,173 "16. 376, 549 | —*s 20, 437, 912 25 
Aid to dependent children | 9, 617, 423 12, 549, 484 30 16, 730, 000 | 33 
U nena at compensation and employ- | 
ment administration _- pebkeoted 6, 762, 230 | 8, 614, 640 29 8, 401, 678 | —2 
National school-lunch program | 2, 674, 256 2, 931, 833 10 2, 222, 685 | —25 
Distribution of surplus agriculturs ul com- | 
modities 1, 543, 155 39 NA 
Hospital construction : : | Be 2, 348, 997 | 18 
Aid to the blind | 1, 482, 621 11 1, 798, 000 | 9 
Office of Vocational Rehabilitation | 1, 218, 445 —5 1, 100, 161 —4 
Federal airport program 1, 822, 989 —30 604, 878 | —57 
Cooperative vocational education 1, 206, 815 1 1, 244, 100 2 
Cooperative agricultural extension work -- 915, 788 2 955, 677 2 
Venereal-disease control 944, 311 —27 307, 400 — 5S 
Genera! health assistance 548, 787 10 500, 600 —17 
State and Territorial homes for veterans 462, 272 —3 NA 
Administration of veterans’ readjustment al- 0 
lowances 851, 770 260, 326 — 58 ea 
Maternal- and child-health services 296, 649 344, 059 16 296, 205 —14 
Agricultural experiment stations a5, 814 326, 920 | 14 317, 040 -3 
Tuberculosis control 261, 868 281, 567 | 7 296, 500 | 2 
Supervisory of veterans’ on-job training 258, 551 205, 309 —20 | Bee Te 5 add 
Cancer control ; 138, 990 188, 892 36 162, 300 | —14 
Mental-health activities 115, 999 179, 484 56 154, 100 | —14 
Services for crippled children : 269, 662 176, 127 —35 269, 851 | 54 
— ges for agricultural and mechs unical arts 160, 131 160, 131 0 160, 131 | 0 
hild-welfare services 121, 873 138, 604 14 361, 103 | 160 
Wildlife restoration. .............----- 132, 765 135, 489 2 237, 398 | 76 
School-assistance programs -- ------- 92, 815 121, 02 31 NA A 
Public works advance planning 334, 198 104,340 | —66 PES? fas2kx. , 
Heart-disease control 89, 550 NP 61, 100 —32 
Public Housing Administration ----...._--- 93, 837 79, 320 —15 Pema cuwass 
Water-pollution control___._. ‘ a i anctaaiemdea 26, 078 NP 25, 100 | —3 
Forest-fire cooperation ..__-..-- Eh Ponnoawtt 43, 276 21, 191 —5l 25, 000 | 18 
National forest funds 2, 482 16, 722 | 35 12, 383 | 26 
Cooperative projects in marketing. 16, 125 13, 069 20 17, 400 33 
American Printing House for Blind.__----- 6, 118 5, 558 —10 5, 928 6 
Lease of flood-control lands i harabeibe ited 187 Deiat 
Veterans’ reuse housing program - - 132, 236 j-.--.. 4 ge eR Re 
Emergency maternity and infant care -------| 7, 525 Se dc Cetiiek Uabaetesesiwe 
Veterans’ educational facilities._._........... | 7, 674 Wie: iy Br aadels ess Dette 
Liquidation of PWA___..--..-..-- | 3, 180, 852 | otha uels Basie etree Bera, 
Hospital survey and planning. -.-.._...-.--- 998, 733 | -- | knees jistcveviid i bbebbane 
Aid to permanently and totally disabled ___- ee EEL cence 2, 972, ow | NP 
ES adic cee Fis panceobaghentn teeetrirdnineate | 92, 746, 277 | 97, 831, 668 6 103, 759, 927 8 
N P—New Program. 


DP—Diseontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
—Continued 


1951 


Old-age assistance 

Highway construction 

Aid to dependent children 

Unemployment compensation and employ- 
ment administration 

Hospital construction 

National school-lunch program 

Federal airport program. 

Distribution of surplus agricultural com- 
modities 

Cooperative agricultural extension work 

Cooperative vocational education 

Aid to the blind 

Office of vocational rehabilitation 

General health assistance 

Agricultural experiment stations 

Wildlife restoration 

Materna} and child health services 

Venereal-disease control 

Administration of veterans’ readjustment 
allowance 

Services for crippled children 

State and Territorial homes for veterans 

Tuberculosis control 

Colleges for agriculture and mechanic arts 

Mental health activities 

Supervision of veterans on-job training 

Cancer control i 

Child welfare services 

Forest fire cooperation 

Public works planning 

Cooperative projects in marketing 

Public Housing Administration 

School-assistance programs 

Heart disease control 

Water pollution control neo 

American Printing House for Blind 

National forest funds. - 

Aid to permanently and totally disabled _- 

Veterans’ reuse housing program 

Veterans’ educational facilities 

Hospital survey and planning 


NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


S. Rept. 94, 82-1———4 


INDIANA 


1949 


$13, 034, 603 
, 107, 383 


2, 747, 975 


511, 948 
708, G19 


664, 484 


285, 694 
242, 001 
149, 145 


197, 362 


SAF 
112, 798 
1 1) 
123, 194 
109, 121 
50, 000 
113, 983 
40, 977 
70, 922 
233, 813 

9, 950 
» 


Ol, tle 


20, 635 


10, 651 
. 13, 065 
82, 040 


34, 200, 098 


40, 969, 





$0)2 
85? 
460 
iK5 
Yi 
5 
came 
>" 
524 
15 





791 


D 


19 


rtior 
0 m- 


2. 981, 892 


G08, 751 
497. 999 


200, 788 


39, 9A0 
18, 100 
2, 410 
1, 486 
272, 000 





Percent 


increase 








—40 
NP 


9 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 





Old-age assistance 
Highway construction. 
Aid to dependent children 
National school-lunch program 


Hospital construction 
Federal airport program 


modities 


Cooperative vocational education ____- 
Aid to the blind. sca 

Agricultural experiment station. 
Office of Vocational Rehabilitation - 
General health assistance 
Services for crippled children 
Maternal and child health services. - - 


lowance _ .- 
Child welfare services 
Venereal-disease control 
Wildlife restoration 
Mental health activities 
Cancer control 


Tuberculosis control. ____ 
Cooperative projects in marketing 
Public works advance planning 
Heart-disease control 
Water-pollution control 
Forest fire cooperation ___- 
School-assistance programs __ 
American Printing House for Blind 
National forest funds ____-_- 

Veterans’ reuse housing program 


Veterans’ educational facilities 
Hospital survey and planning-_-._- 





























IOWA 
, 
| Percent} 1951 | Percent 
1949 1950 gore ©! apportion- | a. o" 
| | crease ment crease 
senanitpitianins ee fn } a 
et dudcwnduede neni $15, 020,197 | $15, 887, 777 6 | $16, 921, 000 7 
Se in Ge Saemaueee hind 9, 583, 345 14, 044, 555 46 9, 841, 915 —30 
sii tise eile s 1, 753, 344 | 2, 104, 796 20 3, 166, 000 50 
aaa 1, 233, 326 | 1, 512, 243 22 899, 920 —41 
Unemployment compensation employ ment | 
SE cen cuaceccaccates ee 1, 200, 425 1, 361, 857 | 13 | 1, 438, 561 5 
Selie  bcehdtaack aca w sak ted a e 1, 228, 071 NP 1, 517, 413 24 
Shidainsenabeis ; 730, 130 1, 060, 341 43 287, 908 —72 
Distribution of surplus agricultural com- j 
a tS 604, 092 926, 577 | 53 | ees ul, 
Cooperative agricultural] extension work__- 855, 957 868, 711 2 886, 366 2 
- 567, 583 565, 078 0} 574, 138 2 
é 403, 267 419, 408 4} 511, 000 22 
ileal aot Werte 277, 529 324, 689 17 | 315, 160 -—3 
ep baaabh 204, 083 236, 718 16 | 242, 063 2 
Tl 186, 723 213, 598 14 | 238, 900 12 
ain etn eta 145, 671 154, 352 6 | 176, 883 14 
savarete 106, 657 135, 388 27 305, 450 126 
State and Territorial homes for veterans. _-_-_- 87, 623 99, 926 14 Di Baccus 4 
Colleges for agricultural and mechanical arts 98, 969 98, 969 0 98, 969 0 
Administration of veterans readjustment al- 
en cS oe ee a 162, 714 96, 838 —40 Pee Videos. 
a bon sse te acanenade 112, 339 80, 869 —28 156, 826 93 
Fie oni keeaaamobues 87, 652 77, 010 —ll 50, 000 —35 
Sai. eek ee a 49, 510 76, 640 55 197, 390 157 
| AES SR TRS 59, 550 75, 248 27 54, 700 —27 
a acne iain  ctanacetlalie wsnaotors 49, 667 61, 793 24 59, 600 -3 
Supervision of veterans on-job training ------ 64, 301 55, 591 —14 Se foes. 
ett eenes 47, 974 53, 909 13 57, 700 7 
indo mete 22° 125 40, 673 &3 46, 900 15 
SD esieaicieneows 104, 965 35, 218 —66 rn Socks. 
Se ie 26, 412 NP 30, 900 7 
sas eines ede ghee aiedlactet ute N i os ae 15, 999 NP 15, 100 —5 
Stas eats 19, 885 9, 903 —50 25, 000 153 
so ltaree 6se 6, 893 8, 256 20 DP Bi cnikdinte 
icbeens 3, 080 2, 258 —27 2, 454 9 
EA new aiwss 464 386 —17 461 19 
DR eae BE Meovmaesonecmeaedl SON todiiasedécedaabdedeailes 
Emergency maternity and infant care-_____- RE Bie nacd ab iadebe Be Fis sds cnki lee bscebkn 
ilo cr icbaeet IE aiireceseiconusemate Bee Wows. ctawdaseeGekece 
osbabe Feb BE Direc owsnnne nce fsahusctahapbuemtnshad. Ess bac: 
Aid to permanently and totally disabled _....|..............]-..-.---2-2--- J}. ele 242, 000 NP 
Phe bebdecvdcdkensschocsunleubitess 33, 964, 158 41, 960, 057 23 38, 360, 677 -8 


N P—New Program. 
DP—Discontinued Program, 
NA—No Allotment Available, 
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INTERGOVERNMENTAL RELATIONSHIPS 


Federal grants-in-aid to States for the fiscal years 1949, 
1951—Continued 


Highway construction 
Old-age assistance. 
Aid to dependent children. 
Hospital construction _____- 
Unemployment compensation and 1 employ- 
ment administration ‘ 
National school-lunch program. 
Federal airport program. : 
Cooperative agricultural extension work. | 
Distribution of surplus agricultural com- 
CN a ct i ie 
Cooperative vocational education... _- | 
Office of Vocational Rehabilitation. -___- 
I nis 
Agricultural experiment stations__...__.___- 
General health assistance -_-- Fat ati 
School assistance programs i | 
Maternal and child health services_ 
Wy Oe SOROIRINOD oo. oan ccuonnunccusce-- 
Child welfare services - - -- 
Tuberculosis control 
Colleges for agriculture and mechanical arts_- 
Services for children (crippled). ...-...-...-- 
Venereal-disease control. ..............------ 
Cooperative projects in marketing__......-- 
Administration of veterans’ readjustment 
an thc actin deinc awenn 
Mental health activities._...............--. 
RII ns sche anes ndiicndacn~ Ee 
Public works advance planning. wt: 
Supervision of on-job veterans’ training. 
Lease of flood-control lands_-_-_._.._- a 
Seart-disenss eontrol........................ i 
State and Territorial home for veterans... --- 
Water-pollution control___.._........------- 
Receipts, Mineral Leasing Act ___.._-- ne 
Submarginal land program --- 
Hospital survey and planning___-__..--..--- 
American Printing House for Blind.____-_- 
Forest fire cooperation... ............--..-.--] 
Veterans’ educational facilities ; 














NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


KANSAS 


1949 


$9, 912, 897 
10, 873, 086 
2, 049, 413 


1, 186, 657 
901, 683 
494, 876 
615, 462 








1950 


3, 430, 310 
3, 323, 746 
2, 413, 685 
1, 330, 131 


1, 282, 667 | 
923, 120 | 


812, 210 
634, 018 


491, 176 | 


399, 831 


218, 615 | 


265, 280 
230, 753 


202, 856 | 


151, 100 


124, 925 | 


121, 415 


112, 125 | 


97, 947 


90, 555 | 


80, 517 
69, 128 
58, 250 





1951 
apportion- 
ment 


$9, 422, 140 | 


13, 583, 000 


3, 415, 000 | 


1, 016, 497 


1, 336, 445 | 


765, 617 


309, 398 | 


635, 491 


NA 
400, 651 
243, 043 
309, 000 
234, 152 


186, § 500 





23 


1950, and allotments for 


Percent 
increase 
or de- 
crease 


—30 


—41 
—13 





137, 981 556, 444 NA 
55, 297 55,379 39,300 | —28 
38, 304 51, 851 44, 500 —14 
42, 138 49, 759 NA 
71, 445 46, 837 NA 
25, 605 37, 674 | NA | 
aise 33, 757 | 24,900} —26 
14, 076 | 15, 846 | NA | 
PRESB e 13, 697 | 13, 100 ~4 
9, 758 | 12, 405 NA 
10, 257 | 8, 507 | NA 
170, 856 | 3, 306 NA 
1, 508 | 1, 498 1, 563 4 
ee or NA | 
10, 410 Sr She 
ae ea DP 1, 054, 000 NP 
29,178,454 | 37, 251, 320 33, 875, 368 -9 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 


1951—Continued 








KENTUCKY 
an Seb aeek eae Se : 
Percent 
6 - Increase 
1949 1950 or ts: 
crease | 
Old-age assistance $9, 543,793 | $11,017, 965 15 
Highway construction 5, 878, 525 8, 549, R31 33 
Aid to dependent children 4, 973, 040 6, 200, 801 24 
National school-lunch program 2, 550, 251 2, 751, 691 . 
Unemployment compensation and employ- 
ment administration 1, 371, 200 1, 833, 673 33 
Hospital construction 1, 588, 264 NP 
Distribution of surplus agricultural commod- 
ities 1, 324, 72 58 
Cooperative agricultural extension work | 1, 1, 148, 382 4 
Federal airport program 746, 286 170 
Cooperative vocational education 701, 347 0 
Aid to the blind 402, 961 13 
General health assistance 392, 886 37 
Venereal-disease control 375, 289 —5 
Maternal and child health services 364, 067 —1 
Agricultural experiment stations 309, 952 12 
Public Housing Administration 294, 862 | Q7 
Services for crippled children 234, 931 —10 
Tuberculosis control 212, 158 . 
Office of Vocational Rehabilitation 160, 803 | —4 
Administration of veterans’ readjustment al- | 
lowance 125, 334 | 70 
Child-welfare services _ __ 105, 647 —} 
Colleges for agriculture and mechanic arts 102, 477 | 0 
Forest fire cooperation 100, 363 | 2 
Cancer control 83, 416 3 
Wildlife restoration 70, 996 18 
Supervision of veterans’ on-job training 66, 060 —17 
Mental health activities 64, 350 | 4 





Heart-disease control 60, 074 | NP 


School assistance programs 3, 542 39, 328 190 
National forest funds 29, 565 24, 676 —17 


Water-pollution control 19. 698 NP 


Cooperative projects in marketing 25, 932 18, 004 —30 
Public works advance planning 177, 060 9, 215 —95 
Lease of flood-control lands 1, 406 9, O58 550 
American Printing House for Blind 2, 804 2, 627 —7 
Veterans’ reuse housing program : 62, 902 |_. DP 
Emergency maternity and infant care. _____-_| 400 DP 
Veterans’ education facilities > ; 5, 090 ; DP 
Hospital survey and planning -.-_- 7 354, 474 


31, 381, 471 


Total_. 39, 534, 317 26 


NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


1951 
apportion- 
ment 


$12, 656, 000 





503, 000 
368, 600 
171, 600 
391, 578 
310, 752 

NA 
5, 031 
3, 700 
7, 916 

NA 
243, 046 
102, 477 


100, 308 | 
72, 900 


131, 068 
NA 

47, 400 
43, 200 
NA 
36, 801 
9, 300 








39, 966, 709 


Percent 
Increase 
or de- 
crease 


15 
—8 
23 
—21 


132 
0 

0 
—12 


85 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 
LOUISIANA 
" Percent 
| 19 
1949 1950 pportion- |‘Berease 
crease ment on a 
| om ~ 
| Old-age assistance : g he $37, 099, 480 $42, 14 $44, 296, 000 5 
} Aid to dependent children. __. ; 7, 325, 451 12, 68 14, 903, 000 21 
Highway construction 5, 096, 830 6, 33 6, 694, 456 —|} 
Distribution of surplus agricultural com- 
\ modities_... a 992, 822 3, 149, 613 218 NA 
National school lunch program 2, 213, 802 2, 825, 821 28 1, 667, 922 —4] 
Unemployment compensation and employ- 
ment administration . 1, 853, 642 | 2, 355, 821 27 2, 379, 841 l 
Hospital construction 1, 390, 050 VP 2, 108, 328 51 
Cooperative agricultural extension work 767, 703 796, 984 1 795, 624 0 
) Public Housing Administration... 470, 019 619, 777 3 NA 
Office of Vocational Rehabilitation - - . 438, 264 505, 127 f 489, 051 3} 
Cooperative vocational education So 482, 365 582, 879 20 535, 650 —8 
Aid to the blind 451, 23+ 544, 503 x 642, 000 18 
Venereal-disease control -.-.. 474, 758 527, 258 ll 199, 000 —6§2 
Maternal and child-health services... . 344, 140 542, 606 l 361, 551 6 
General health assistance ‘ 233, 498 329, 580 —38 306, 900 —7 
Agricultural experiment stations._____- 222, 786 258, 798 lf 261, 148 l 
Forest-fire cooperation ___. , 221, 787 2 —] 258, 740 18 
Tuberculosis control 154, 564 hi I 125, 900 —18 
Services for crippled children. _- ‘ 187, 574 ] 1s 217, 663 12 
Federal airport program c 330, 423 151, 402 54 260, 993 72 
| Wildlife restoration ; 57, 140 142, 258 150 144, 311 l 
Administration of veterans’ readjustment 
allowances ; 359, 314 117, 424 67 NA 
| National forest funds__. , 77, 820 101, 347 30 112, 673 if 
Supervision of veterans on-job training 9X, 143 99, 575 ] NA od 
Colleges for azriculture and mechanic arts 96, 97Y 06, 979 96, 919 0 
Child-welfare services = eed 67, 175 90, 721 1 ISS, 127 107 
Mental-health activities __-.- 45, 812 80, 020 75 58, 400 —27 
Cancer control 44, 44 69, 012 57 61. 800 —10 
Cooperative projects in marketing 29, 550 46, 219 57 21, 460 —54 
Heart-disease control ? 31, O70 NI 37, 300 20 
Water-pollution control : 17, 800 NP 17, 300 —3 
Recipts. Mineral Leasing Act : 12, 143 } NA |. 
Submarginal land program 6, 172 —2 NA |... i 
Public works advance planning 2, 879 Os NA 
American Printing House for Blind 2, 410 } 2, 606 S 
Lease of flood-control lands 326 —] NA |.. 
Veterans’ educational facilities DP NA |.. 
Hospital survey and planning NA |... 
Aid to the permanently and totally disabled 3, 015, 000 NP 
Total P _ cain 61, 009, 390 77, 287, 093 26 80, 259, 663 | 4 





N P—New Program. 
D P—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 


1951- 


MASSACHUSETTS 


Old-age assistance 

Highway construction 

Unemployment compensation and employ- 
ment administration 

Aid to dependent children 

National school-lunch program 

Hospital construction 

Distribution of surplus agricultural con 
modities 

Federal airport program 

Cooperative vocational education 

Aid to the blind 

General health assistance 

Office of vocational rehs 

Maternal and child hea 

Administration of veterans’ readjustment 
allowances 

Public Housing Administration 

Tuberculosis control 

State and Territorial homes for veterans 

Cooperative agricultural extension work 

Supervision of veterans on-job training 

Agricultura] experiment stations 

Services for crippled children 

Mental health activities 

Colleges for agriculture and mechanic arts 

Cancer control 

Venereal-disease control 

Forest-fire cooperatior 

Wildlife restoration 

Heart-disease control 

Public works advance planning 

State marine schools 

Water-pollution control 

Child welfare services 

Cooperative projects in marketing 


Hospital survey and planning 





vilitation 
h services 




















Aid to totally and permanently disabled 





Continued 























Percent 


1951 

increase 

apportion- = : AS 
ir de- 

ment , 
crease 
$35, 616, 000 6 
9, 196, 422 18 
7, 831, 189 3 





, 273, 000 58 
, 493, 129 =o 
, 647, 164 46 


— es 


NA 







274, 910 — 56 
560, 780 > 
618, 000 21 

000 —?2 


R73 —16 
308, 141 —2 
NA 
NA | 


225, 900 17 
NA 
196, 642 2 
NA 
161, 238 —2 
224,814 4 
RR. TOO —27 
119, 267 0 
ay, 1100 —11 
7.000 — 46 
90, 931 1 
69, 227 13 
41, 500 27 


NA 
NA 


18, 500 41 

95, SSO 240 

12, 366 33 
NA 

5, 211 6 


NA 


2,358, 000 NP 
70, 295, 784 It 
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Federal grants-in-aid to States for the fiscal years 1949, 


1950, and allotments for 
1951—Continued 


MICHIGAN 























Percent ont Percent 
r 7 s r 
1949 19 ee poortion- |S 
ent 
4 rease 
Old-age assistance $28, 177, 240 $52, 094, 964 } $32, 951, 000 
Highway construction 17, 105, 622 14, 769, 773 —11 
Aid to dependent children §, 522, 581 10,7 21 16, 748, 000 4 
Unemployment compensation and employ- 
ment administration 7,415, 799 ®, 7,861, 591 f 
National school-lunch program 2, 512, BH 2, 553 2 2, 320, 38 u 
Hospital construction 2, 12 ZY 2, 553, 413 2% 
Distribution of surplus agricultural con 
modities 1, 501, S76 1, 787, 131 s NA 
Federal airport program 997, 952 653, Ot t 47 5 7 
Office of voeational rehabilitation 1, 056, 978 ] 8, 64 1 1, 275, 297 18 
Cooperative voeational education 903, 472 K 172 " 472 ) 
Cooperative agricultural extension work 813, s4 ‘ $41,718 ( 
Aid to the blind 514, 499 2 iY 20) 744, 000 l 
General health assistance 397, 6S1 $70 2 467, 100 —2 
Forest-fire cooperation 481,671 415, 922 14 431, 640 4 
Administration of veterans readjustment 
allowances 1, 061, 42 408. 4 NA 
School assistance programs 213, 019 INO). O4S ) NA 
Maternal and child-health services 293, 93: OSS 415. 652 2 
Venereal-disease contro] 31, US4 16, QOE 4 124, 7K 6 
Agricultural experiment stations 252, 651 205, 0Y 17 205, 6 
Puberculosis control 277, 361 27 , 2 224, 30 —17 
Wildlife restoration 194, 079 243, 10 2 106, 216 6s 
State and Territory homes for disabled 237,679 2 2 NA 
Services for crippled children 203, 727 2 M2 { 267,024 
Me il health activities Doo, Ss » L119, Si 2 
Supervision of veterans on-job training ! l NA 
Colleges for agi ltural and mechanical ar 4, GSS 20, SSS 
Cancer control ‘ l ( 2 
Child-welfare service 103, 95¢ , 244, 91S is 
Public-works advance planning 377, 119 SI, Sit , NA 
Heart-disease control 2,012 I ( 2 
Cooperative projects in marketing 44, 048 tis, t 76, 78 | 
National-forest funds 92, 528 t 2bs 82,492 ; 
Public Housing Administration 2s, 544 15, YS2 t NA 
W ater-pollution control 22, 31 \ 22, 40 
American Printing House for Blind 5, 354 2 iY 7 
Submarginal-land program 7 LI 
Veterans reuse housing program 296, 782 1] 
Emergency maternity and infant care 6, 20 DP 
Community facilities 1, YS0 I 
Veterans’ edneational facilities It 
Hospital survey and plannin 93, 77 
Aid to the totally and permanently disabled 549, OO I 
WN ie kestvcnecudeiehasnesss ab 75, 071, 105 84, 410, 748 2 85, 547, 694 


NP 
DP 
NA 


New Program. 
Discontinued Program. 
No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 
1951—Continued 





MINNESOTA 
Percent . 
oe 1951 
1949 1950 aerte. | @Pportion- 
| crease ment 

UD NN ass adhe cncnncainneepnen $16, 352, 254 | $17, 732, 488 8 | $19, 332, 000 
Highway construction....................... 11,772,696 | 11,12 59, 202 | —5 10, 988, 109 
Aid to dependent children 3, 125, 403 3, 588, 507 | 16 | 5,328, 000 
Unemployment compensation and employ- | 

ment administration = mantic ch edd sie 2, 382, 454 | 2, 532, 505 | 6 | 2, 603, 495 
National school-lunch program .._.....-....- 1, 472, 908 | 1, 553, 605 | 5 1, 174, 348 
Hospital construction ___--- ill caaleigtesaiseiein < 1,352,455 | NP 1, 697, 784 
Distribution of surplus agricultural commod- | | 

Bhs ident bacceshattrnccon <a dneieks Genes 719, 185 895, 423 | 24 NA 
Cc ooper: ative agricultural extension work ____- | 802, 596 | 840, 003 5 842, 156 | 
Federal airport program seaa | 681, 454 | 639, 179 | —6 | 377, 213 
Cooperative vocational education........-.-- | | 594, 783 | 4) 594, 783 
CO SO = ree ae | | 389, 375 | 0 463, 000 | 
Office of vocational rehabilitation. j 352, 480 51 | 304, 173 | 
General health assistance___............----- | | 302, 309 31 | 276, 300 
eee | 284, 861 206 | 289, 674 
Agricultural experiment stations_..__- ] | 272, 691 | 17 | 277, 556 | 
Forest-fire cooperation 9,613 | 268, 736 —10 | 268, 736 | 
Maternal and child-health services 227, 588 | 203, 406 —1li | 224, 827 
Services for crippled children - : 157, 695 | 156, 541 —1} 199, 336 
State and Territorial homes for veterans. | 130, 669 | 142, 133 il | NA 
Administration of veterans readjustment al- | | | 

lowances amet | 345, 266 | 129,302 | —63 NA 
Public-works advance planning adie 120, 305 | 112, 082 | —7 | NA 
Tuberculosis control ; ; 112, 300 | 110, 467 | —1) 93, 900 
Colleges for agriculture and mechanic arts__-- | 101, 868 | 101, 868 | 0} 101, 868 | 
Supervision of veterans on-job training - - - 128, 798 | 79,776; —38 | NA | 
Child-welfare services... ...- AE aL 108, 306 | 76, 909 —29 | 171,311 | 
Venereal disease control. .............-...-.- 105, 532 | 76,568 | = —28 | 40, 000 | 
cnn tie 57, 489 71, 257 24 66, 700 
Mental-health ac tivities -| 70, 218 69, 517 —1 6), 100 
National-forest funds. . — 77, 236 6S, 258 —12 6s, S44 
Heart-disease control. ................- , eee eid wal 48, 379 NP 34, 100 
Water-pollution control. hint cn eialeataaiatis oe 25, 482 | NP | 16, 200 
Cooperative projec : in marke tting...._- eae 7,311 | 17, 408 138 | 39, 785 
Hospital survey and planning..............- | 70, 537 | 4, 468 —94 | NA 
American Printing House for Blind_......__- 3, 569 | 3,040) —15)} 3, 127 
Lease of flood-control land._..........--..-.- 225 228 | 1 | NA 
Veterans reuse housing program __..........- OO | DP | NA 
Emergency maternity and infant care--.-.---| Bi enicraiarotia waniie DP | NA 
Veterans’ educational facilities ____..........- 66,910 |...... DP NA 
Aid to permanently and totally disabled esianuplaiees a 1, 112, 000 | 

RU aoc ceri ad Ee 41,640,691 | 44, 255, 691 6 47, 049, 425 | 





N P—New Program. 
D P—Discontinued Program. 


NA—No Allotment Available, 








| 
| 


1950, and allotments for 


! 

| Percent 
|increase 
or de- 
| crease 
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Old-age assistance 

Highway construction a 

National school-lunch program 

Aid to dependent children 

Hospital construction 

Unemployment compensation and employ- 
ment administration 

Cooperative agricultural extension work 

Distribution of surplus agricultural com- 
modities 

Venereal-disease control 

Cooperative vocational education 

Aid to the blind 

Office of vocational rehabilitation 

General health assistance 

Agricultural experiment stations 

Maternal and child-health services 

Forest-fire cooperation 

Services for crippled children 

Federal airport program 

National forest funds 

Tuberculosis control 

School-assistance programs 

Wildlife restoration 

Child-welfare services 

Colleges for agricultural and mechanical arts 

Administration of veterans’ readjustment 
allowances 

Supervision of veterans’ on-job training 

Mental-health activities 

Cooperative projects in marketing 

Cancer control 

Lease of flood-control lands 

Public Housing Administration 

Heart-disease control 

Water-pollution control 

Public works advance planning 

Submarginal-land program 

American Printing House for Blind 

Emergency maternity and infant care 

Veterans’ educational facilities 

Hospital survey and planning : 

Aid to permanently and totally disabled 


ORE EES ee eek ee eee 
N P—New Program 
DP—Discontinued Program 
NA—No Allotment Available. 


1949 


$8, 522, 
8, 349, 
270, 


2, 
1 755 


400, 


1, 483, 35 
1, 187,3 


SOO, 5c 


96, 


633, ¢ 


512, ¢ 


45, 
975, 

282, 
339, 
244, 
250, 
160, 
201, 
189, 


106, 44 


100. 
04, 


315, 6 
113, 


Sl, 


54, ¢ 


58, 


20, 


406 
, OS2 


MISSISSIPPI 


161 
766 
771 


625 


), 499 
. 404 
2 103 


) 


1950 


$10, 277, 440 

6, 459, 669 
, 357, 666 
329, 701 


, 924, 411 


ron 








¥, USD 


Percent 
increase 
or de- 


crease 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 








apportion- |" 5 
ment crease 
$11, 874, 000 17 
7, 223, 090 12 
2, 047, O84 -13 
3, 217, 000 37 
2, 222, 596 15 
9 
0 
—nHy 
0 
28 
22 
0 
16 
1k 
34 
= 18 
128 
0 
5, 500 —29 
72, 134 6 
63, 800 16 
NA 
NA 
50, 700 —31 
18, 600 16 
NA ‘ 
NA 
2, 063 3 
ot “000 7 NP 
4, 510, 436 4 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 


1951 


Old-age assistance 

Aid to dependent children 

Highway construction : 

Unemployment compensation and employ- 
ment administration 

National school-lunch program 

Distribution of surplus agricultural com- 
modities 

Cooperative agricultural éxtension work 

Hospital construction 

Cooperative vocational education 

Federal airport program 

Oftice of vocational rehabilitation 

General health assistance 

Agricultural experiment stations 

Venereal-disease control 

Maternal and child-health services 

Services for crippled children 

Forest-fire cooperation 

Supervision of veterans on-job training 

Wild restoration 

Public-works advance planning 

Colleges for agriculture and mechanic arts 

C hild-welfare ser vices 

Tuberculosis control 

Administration of veterans’ readjustment 





sCtivities 
i-cuntrol land. 





uce program 

ial homes for disabled 
jects in marketing 
unds 
Water-pollution control 

r nting House for Blind 
nar 1d program 
Veterans reuse housing program 
. ntrol 
educational facilities 
survey and planning 


totally and permanently disabled 











Total 
NP—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


MISSOURI 


1949 


$36, 374 


9, 029, 
10, 809, 


2, 128, 


1, 740, 


618, 93 
997, 


66, 533, 


, 046 
350 


688 


953 


9S1 


356 





Continued 


19H 


$45, 428, 172 
11, 652, 488 
11, 126, 928 


2, 654, 216 
2, 079, 948 
1, 336, 748 
1, 036, 405 

792. 066 
3, 590 
048 
356 
, 4138 
308, 373 
273, 840 


37, 291 








SO, 735, 555 





Percent 


Increase 


or de 
crease 


NP 


19 


1951 
apportion- 
ment 


$43, 702, 000 
12, 470, 000 
12, 759, 917 

3, 034, 527 
1, 508, 764 






NA 

1, 034, 195 
2, 158, 353 
780, 772 
393, 929 
449, 054 
351, 600 
306, 273 


27 
116, 700 
290, 869 


215, 163 
192, 413 

NA 
211, 781 

NA 
113, 194 
187, 633 
137, 600 


NA 
79, 200 
NA 
87, 300 
NA 
NA 
4,175 
26, 518 
18, 700 
2, 931 


NA 


41, 800 


2, 577, 000 


83, 234, 938 


Percent 


increise 


or de 
crease 
—3 
g 
15 





0 


67 
+ 


5 


NP 


NP 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


MONTANA 





I t 1g 
Highway construction $F $7, 273, 424 $7, 092, 119 —3 
Old-age assistance : SY, TR2 > A 7 
Aid to dependent children 825, OKM4 1, 032, 92 4 0 
Unemployment compensation and employ- 
ment administration 651, 003 779, 277 ) 875 12 





Receipts Mineral Leasing Act 320), 274 $42, OS¢ N 
Cooperative agricultural ext« n 1 























2 2s 4 2s is4 ) 
Wildlife restorat 177 281, 244 9 272. 679 —3 
National school-lunech program O45 6 979 14 abe = 4 _o- 
Federal } 2 »1 9 } 9 ®, 
Natior 207, OF 250), O87 Wi 8 —17 
Aid to tl 169, 72 4, OO s 22 
Office « habilit pt ‘ ] s 22 
Co itive vocational educa 1 219 ' é 
Avgricultur il experiment statior 137, 1 15S 
Distribution of surplus ag tural product 100, 954 14 24 vA 
Hospital construction ] ) N} 200, OO 47 
Forest-fire cooperation 106, S90 s ‘ 76, 62 —11 
Colleges for agricultural and mechanical art 76, 385 76, 38 0 7H, 3S ) 
Services for crippled children 77, 048 61, 481 2 100, 7 64 
Maternal and child-health service 69, 701 i), T47 1, 28 24 
General healt! ist +, 5S ”) t 7 
Administration of veterans readjustm 

allowances 1,344 41, 394 NA =i 
Child-welfare services 44,122 35, 79 2 f 5 
Submarginal-land program 7, 584 4 NA 
Supervision of veterans on-job training 6, 318 27, 931 25 NA 
Mental-health activities 24, 576 24,4 M 7 
Venereal-disease control 28, ATO RY S x 
Tuberculosis control 21, 20 i 24 (0) 2 
State and Territory homes for disabled 13, 643 17,811 NA 
Public-works advance planning 7, 690 15, 895 ( NA 
W ater-pollution control 9, 619 NP 
Heart-disease control 9, 25 NI s 
Cancer control 1,470 x, " i " s4 
Public Housing Administratior 9, 338 6, 732 2s NA 
Cooperative projects in marketing 4, (XK si i 
American Printing House for Blind 531 475 199 4 
Veterans’ reuse housing program 245, 728 yp 
Emergency maternity and infant care 4, O87 BPE Ucnn aodiecauneseiaaanenaael 
Veterans’ educational facilities 1, 960 DP somes 
Liquidation of PWA 20,711 DP scinlnakirincai 
Hospital survey and planning 24, 576 aoe ee 
Aid to permanently and totally disabled 464, OOK NP 

Total ; ; 14, 835, 086 16, 478, 265 11 17, 101, 962 4 
i 


N P—New Program. 
DP—Discontinued Program 
NA—No Allotment Available 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
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NEBRASKA 
| | 
| | Percent 1951 | Percent 
149 | = 1950 "Orde. | @PPortion- |"Or Ge 
| | | crease ment crease 
a ee aie b | | 
i j 
Se NR on ein nimndcdobuddineewe $7, 202,814 | $7, 754, 975 6 | $8,054, 060 | 4 
Highway construction.-_.............-- cai 5, 810, 106 | 6, 015; 289 | 3 7, 425, 866 | 23 
Aid to dependent children--........---....-- 1, 313, 067 | 1, 532, 107 17 2, 282, 000 | 48 
Federal airport program........- | 248, 022 | 1, 029, 533 315 268, 561 —74 
Unemployment ~ ~-eeccmaan and 1 employ- | | j 
ment administration--_.- . hi 748, 009 | 805, 864 | 8 | 860, 133 | 7 
Hospit: nt as a Calta pen 673,251 | NP 680, 245 | 1 
Cooperative agricultural extension work 518, 074 | 536, 190 | 3 | 544, 630 2 
National school-lunch program - - -. wt 436, 051 531, 081 | 21 468, 987 —12 
Distribution of surplus agricultural com- | 
| een eee | 296, 292 | 305, 719 3 eae 
Cooperative vocational education_...------- 304, 890 304, 891 | 0 304, 891 0 
a ON sn lg rcs teenie 173, 552 | 225, 711 30 | 269, 600 20 
Wildlife restoration Gissacanbibieaenaaebs | 166, 567 | 224, 339 | 5 186, 604 | —17 
Agricultural experiment st¢ MN ae cei a oc | 181, 532 | 211, 577 | 7 212, 077 0 
Office of vocational rehabilitation..........--| 171, 242 208, 148 | 22 172, 462 -17 
General health assistance. -.-...............-| 110, 944 | 133, 846 | 20 136, 500 | 2 
Maternal and child-health services... ..----- | 105, 096 | 94, 605 —10 155, 215 65 
State and Territorial homes for disabled__--- | 65, 372 86, 782 | 32 BI, Mcvcesdnpesitten 
Services for crippled children -.........-..-.- | 83, 774 85, 590 | 2 117, 855 38 
Colleges for agricultural and mechanical arts. 85, 018 85, 018 0 85, 018 0 
Public Housing Administration --..........- 60, 145 74, 598 24 Ee omiininn 
Supervision of veterans on-job training - - ._-- 83, 896 63, 102 —24 SR was 
Venereal-disease control - ............----- ene 78, 284 58, 173 —25 29, 400 —49 
Child-welfare services... .. nie aed bine io j 42, 411 52, 069 23 165, 735 220 
roo eee | 45,115 49, 880 10 2, 300 —15 
Public works advance planning-.-...-...-..--| 64, 161 38, 946 —39 hh ee aie 
School assistance program. .----....-.......-.- | 1, 973 37, 774 1, 800 EE Aideesemere 
Administration of veterans’ readjustment | | 
al rentabiien 103, 818 | 34, 209 —67 RT ath deseaiie 
RR nn ceticckativknewnneudetveamesss | 17, 670 | 26, 981 53 33, 800 25 
Mental health activities.................---- 22, 963 18, 405 —20 26, 200 42 
Lease of flood-contro] land...............-.-- | 2, 262 14, 268 530 ee 
EEE ITETETS: acta 13, 650 NP 19, 400 43 
PUMEAOMDGNONG TOROS |. 2... cccccccncscces 10, 453 12, 063 15 11, 894 —2 
Water-pollution control_..................... sanhadeleriiaiabete 12, 021 NP 11, 300 —6 
Cooperative projects in marketing..........- | 2, 591 7,476 196 ll, ve 54 
Submarginal-land program.-.----.....---.--.- 4, 827 4,123 —14 BE aletaiesee< 
American Printing House for Blind.........- 956 1, 020 7 i 042 2 
Receipts Mineral Leasing Act__-......------ j 38 22 —42 A 
Forest-fire cooperation _..........-----.-..--- ss cena neae teats | | ae 
Veterans’ reuse housing program-._........- | 4, 767 ST cena dca oneenn heal le eelicaiieeentaes- orm 
Emergency maternity and infant care--...-.-.-| 18, 415 ati eee Gad adumiieteiat 
Veterans’ educational facilities..............- } 24, 441 a i eR ea, 
ER III Bk rack emnsinemanescnirnen 310, 421 BE Seerocntalecahsgrosreueilnnwvense 
Hospital survey and planning a dishicenniieiamletanil a a eae 
hla itecletieninaseiumentnntaiit 18, 984,126 | 21, 363, 296 | 12 | 22, 576, 570 | 5 
N P—New Program. 


D P—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
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NEVADA 

















| Percent 1951 Percent 
1949 1950 increase! apportion- |'cre 
} | - t t vs 
Highway construction . $4, 367, 679 $4, 368, 356 0 $4, 334, 187 
Old-age assistance. _. 817, 782 1, 036, 003 27 146, OOK } 
Unemployment compensation and employ- 
ment administration...............-.....- 461, 516, 099 2 38, 4 
Agricultural experiment stations. 109, 121, 729 2 3 2 
Cooperative agricultural extension work 113 118, 107 ‘ 6, 74 
Federal airport program 705, fi —s4 2st), S4f 14 
Wildlife restoration 20 ‘ 70, 8 67 
Cooperative vocational education 73 i } 4 
Colleges for agriculture and mechanical arts 71,25 71, 258 0 258 0 
National school-lunch program Al 58 454 { 9 
Maternal and child-health services 50, 57. 390 12 9 
Distribution of surplus agricultural com- 
modities | } NA 
National-forest funds . 927 x 
General health assistance } 
Services for crippled children 17, 197 | 64 9 
Venereal-disease control 22, 318 | } 2K 
Child-welfare services 35, 140 | 438 
Office of vocational rehabilitation 18, 670 2 », GE 
School assistance programs 13, 689 NA 
Administration of veterans’ readjustment 
allowances : 35, 395 15, 548 NA 
Forest-fire cooperation ; 11, 675 10, 391 25, OO) 
Hospital construction Ses a tne fale 9, 108 2 ‘ 22 
Water-pollution control--. ‘ Saicicadaie 8, 758 NI 8.3 
Tuberculosis control es tai abi 8, 185 8, 05! ‘ 
Heart-disease control ‘ 2 7, 442 NI $ 4 
Mental-health activities . 10, 128 | 7, 122 > 20), OO “t 
Receipts Mineral Leasing Act ; 7, 580 | 6, 352 I NA 
Cancer control os 7, 306 5, S4t 2 1, 40) 2 
Supervision of veterans’ on-job training -..- 6, 474 | 5, 729 2 NA 
Cooperative projects in marketing , aa ghcasl 3, 500 NA 
Public-works advance planning 53, 181 2, 281 " NA 
Submarginal-land program. 21 }.. NA 
Veterans’ reuse housing program. - 2, 758 | DP 
Veterans’ educational facilities __. : 11 | DP 
ar Sy Be 7, 206, 503 6, 989, 9S 1 454 


N P—New Program. 
Db P—Diseontinued Program 
NA—No Allotment Available. 
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Old-age 


Highway 


Unemployment com 


ent 
Hospit 
Aid t 
Na 


Distrit 


Mater 
Coll 
on 1 
F¢ t 
cren 


Heart 


Venereal-~ 


Water 

Cooper 
Cancer 
Public 
Lease 
Hospit 


Veterar 
Veterans’ 
Aid to tot 









i} 
s’ reuse housing program 


assistance 


construction 






iministration 


i] construction 


ndent children 


100l-lunch progran 





ion of surplus agr 
es 
ve ,0O 
ural ext 
ti if 
‘ lind 
1 : 
1d el 
” i i 
) tlio 
fc Liv 1 i n 
~monerat 
0p 
lth istar 
, f ete 
» il 
serv 
f vet 
forest funds 
ealth activities 
id Territorial homes fo 
losis control 








projects in n 


control 
works advance planning 
of flood 


‘ontrol lands 
survey and planning 





educational facilitic 





Total 


NP 
DP 
NA 


New Program 
Discontinued Program 
No Allotment Availa 





ally and permanently disab 


le 


1951—Continued 


NEW HAMPSHIRE 





1949 1950 eng “ m 
or de 
cre st , 
$1. 973, O44 Is $2, 395, 000 
2 170, 674 40) 2, 046, 238 
706, 23¢ $ 727, 215 
NP 316, 301 
487, 69S ; SH, ODD 
2 Qe 2 212, $11 





5 435 
s 1, 327 
$ > 8 
, i ) 
66. 4 87, 675 
t 7 6Hlo } » 610 
$5, 858 47 ¥), 374 
44 i S47 
RY 20 HY, 429 
54 600 





37, 539 794 
1 33 7 is is 
20, 754 48, 147 
45, 870 NA 
24, 5 5 23, GIS 








ot 20, 000 

15 id NA 

14, US i} 18, 700 

NP l SOO 

23, 803 1.071 4 5, 800 

10, 123 NI 1, 500 

7, 700 403 x0 779 

1, 600 

3 518 1, 2%) 9 NA 

991 5) —4 NA 

1, 976 370 ®] NA 
5, 579 DP 
1, 161 DP 

336, 900 

6, 923, 189 7, 322, 897 f 8, 294, 733 


NP 


NP 
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Fede ral grants-in-a d to States for the fiscal years | I49G, | 150. and allotments or 
1951 Continued 


NEW JERSEY 


Highway constructior 
Old-age assist 


istanct 7, O84, SU2 2S 


$10, SOS, 628 $ 




















Unemployment c isation and employ 
ment administra 5, 765, AA 7, I ‘ 6, 277, 7 
Aid to dependent en 2.114, 409 2.12 837, Of ‘ 
National school-lunch progran 1, 320, 0 515 f 1,362, 28 
Distribution of surplus agricultural ym- 
moditic 827 s \ 
Hospital constructior S04 153, 84 
Cooperative vocational educatior 546, O41 BT 6 r= 4 R= 
Office of vocational rehabilitation 3&3, 797 437. 9 18 g 
General health assistance 282, 27 
Aid to the blind 227, 80 2 62 2, OK 
deral airport pr m dy2 z , 2 ” 
lowances ; 759, 328 yA 
Agricultural experin If ’ Ww) ¢ g 
Maternal and child 137,034 s 22 x 24 
Services for crippled « i i t «14, 04 
Venereal disease control 271, 184 54, 5H s 
Public Housing Administratior 235, 217 ‘ i 
Tuberculosis control 136, 30 ' 
Mental health activities 115, 4% © 
Colleges for agricultural and mechanical arts 117, 48 7, 48 ts 
Forest fire cooperatior 114, 022 104, 538 - 
Supervision of veterans on-job training 79 ' NA 
Cancer control 4,574 sv Z IZ ) < 
Aid to permanently and totally disabled 864, 00 NI 
State and Territorial homes for disabled 64, OSS 7 ‘ NA 
Heart dise control 


restoration 5 








‘ , ’ } %.2 $ 
Water-pollution control s ON NX 1s (Oy (y 
Cooperative projects in marketing 1, 5M 6, OO , 8, 600 4 
American Printing House for Blind 2, 103 2 } 2 2, 953 7 
Veterans’ reuse housing program 167, G4 ) 

Emergency matern ind infant eare 10 4 | 
Veterans’ educational facilities 14, 126 »} 
Hospital survey and planning 579, 347 
Total 33, 268, 354 R49? 9 2 4, 283 408 l 


N P—New Program 
DP—Discontinued Program 
NA—No Allotment Available 
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1951—Continued 


NEW MEXICO 





| 
Percent 


| 




















| 1951 Percent 
. increase} , increase 
1949 | 1950 | or de- asd | or de- 
| | crease men | crease 
- a | | — me - | —_ 
| | | | j 
Highway construction. .....................- $5, 248, 772 $5, 318, 205 | 2| $4,696, 422 | —11 
Old-age assistance tieatindcale mle 2, 424, 198 3, 079, 673 27 2, 654, 000 —13 
Aid to dependent children_.._...-.......-.-- 1, 794, 159 | 2, 281, 603 | 27 | 2, 655, 000 | 12 
Receipts Mineral Leasing Act-_- | 1, 699, 896 | i 727, 722 2 | ee 
Unemployment compensation and ‘employ- | | | 
ment administration..................... 665, 425 809, 496 | 22 | 844, 022 | 4 
Distribution of surplus agricultural com- ‘| 
modities._. Ldceimawcieuaseeeeses 348, 838 | 775,452} 122] NA |. 
Hospital construction RE eR ae 608, 540 a ae 404, 068 33 
National school-lunch program ee aa 389, 552 | 429, 711 10 373, 161 —13 
Federal airport program. ..................-- 184, 747 | 384, 418 109 | 333, 079 —}4 
Wildlife restoration.................- 20, 820 315, 5 1, 400 197, 794 | —38 
Cooperative agricultur: il extension work_._.. 250, 234 | 2] 254, 572 | 0 
Cooperative vocational education.........__- 168, 393 1 | 173, 626 2 
Maternal and child-health service......._._- 146, 689 ¢ 10 126, 385 —22 
Agriculture experiment station. ..........._- 140, 088 | 160, 008 14 | 160, 509 | 0 
SSRI I 125, 594 149, 645 | 20 148, 000 | —1 
Venereal-disease control...............-.-.-- 141, 004 126, 423 —l1 2,900 | —66 
lS eee 112, 927 124, 406 12 | 136, 842 10 
Office of vocational rehabilitation........___- 78, 941 98, 911 25 | 87,176 —12 
General health assistance __ aaa 69, 139 93, 308 34 | 89, 500 —4 
Colleges for agricultural and mechanical arts | 76, 070 76, 070 0 | 76, 070 0 
Services for crippled children_____._._- 74, 377 §3, 221 —28 79, 280 49 
Tuberculosis control ca adalaenie | 49, 398 | 48, 772 | —2 43, 100 —ll1 
Administration of veterans’ Teadjustment 
ee eeuakrenss | 106, 275 40,645 | —62 NA 
Child- welfare services... 28, 311 40, 517 43 76, 426 88 
Supervision of veterans’ on-job tre aining_. 43, 696 31, 849 —28 NA 
POrest-Eire GOemeretion.... . ncn cewncecfoccese- ; 5, 852 25, 000 330 
Mental-health activities....................- 19, 766 24, 400 24 20, 000 -18 
Cancer control. Bedi elec caeindh eaaieitia neta eate 13, 515 20, 220 48 18, 200 —10 
Heart-disease control...............---...---|--ee---- call 18, 518 NP 14, 700 —20 
Cooperative projects in marketing. -_-_-- 12, 808 16, 959 32 | 21, 150 | 25 
Submarginal-land program 13, 466 14, 236 6 NA |... 
Aid to permanently and tots ally aM oo ts Ra aiid | 316, 000 | NP 
Water-pollution control ae (are am 10,000 | NP 9, 900 | —1 
Public works advance pl: Reed 438, 239 3, 100 | 99 EIS Easecrmcnh 
American Printing House for Blind 1, 784 | 1, 585 —l1 1,498 | —5 
Veterans’ educational facilities_..___._- | en dcaenen al aie ccs 
Hospital survey and planning-.-._.........- DD Dcimccace oan NA ‘ 
I isteach te ead ee ie 
Naa i 14, 963, 891 | 17, 469, 826 17 14, 078, 380 —19 


N P—New Program. 
D P—Discontinued Program. 
NA—No Allotment Available, 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 
NEW YORK 
| | Percent 195] Percent 
| 1949 1950 ae pport ion- pepe = 
| crease _— crease 
8 ick. os acnokanncaceses | $36, 975, 878 | $41, 601, 445 13 $42, 550, 000 2 
Highway construction.-...............-- 16,470,227 | 31,631, 185 92 30, 096, 167 5 
Aid to dependent children. |} 19,578,122} 25,314,171 29 37, 605, 000 50 
Unemployment compensation and employ- 
ment administration 18,624,552 | 24,076,142 | 29 24, 921, 315 § 
National school-lunch progré am 4, 180, 603 4, 445, 541 6 3, 473, 3¢ 22 
Distribution of surplus agricultural com- | 
modities... i 2, 683, 767 3,315, 424 24 - 
Federal airport program ; 3, 882, 472 2,470, 758 —36 —63 
Hospital construction 113, 258 2, 504, 642 NP 2, 17 
Cooperative vocational education _- 1, 851, 1,848, 740 E F 
Office of vocational] rehabilitation.........._-! 1, 134, 375 1, 239, 283 Q l, 6 
Aid to the blind. __- | 1, 347, 193 1, 380, 988 3 ; 29 
Public housing 034, 964 875, 386 —6 
General health assistance 793, 462 864, 606 9 0 
Cooperative agricultural extension work 750, 628 777, 675 0 
Administration of veterans readjustment 
allowances 2, 623, 902 —72 PGi lubensias 
Supervision of veterans on-job training - - - — NA 
‘Tuberculosis control - aousat 3 464, 300 9 
Maternal and child-health services | —25 451, 830 18 
Agricultural experiment stations_- | | 351, 067 5 
Venereal-disease control. ..._..-- - 253, 800 —29 
Cancer contre]. - : 6 274, 900 6 
Services for c rippled children 54 354, 190 27 
Pt CN 256, 4 350, 701 31 
Forest-fire cooperation .._......_..-..-__- 243, 6 666 243, 288 
Public-works advance planning 420, 826 | ‘ 80 NA si 
Colleges for agricultural and mechanical arts 223, 837 | 22 223, 837 
Mental-health activities. __- 259, 790 | 211, 377 —19 249, 700 6 
Heart-disease control 2 ee ee oP IB ee 131, 117 NP 91, 100 30 
Child-welfare services ids hacen ae 76, 668 95, S88 25 369, 592 288 
State marine schools __..--- nad = 42,478 | 45, 045 7 50, 000 il 
Water-pollution control i ihr reel 35, 326 NP 34, 800 1 
Cooperative projects in marketi ng. en 2,714 | 29, 009 I 7, 510 95 
American Printing House for the Blind | 10, 261 | 8, 359 —8 8, 750 5 
School assistance programs. -- 8, 976 6, 884 24 NA * 
State and territorial homes for disabied vet- | 
erans | 5, 816 , 604 -— 4) NA a 
Lease of flood-control lands. ; 3, 769 | 2, 344 —40 NA 
Submarginal-land program. ......._-- ; 547 | NA 
Veterans reuse housing progr: i 356, 013 DI i 
Emerge ney maternity and infant care __- 18, 702 DI 7 
Veterans’ educational facilities ie 339, 548 DI 
Aid to permanently and totally disabled - - - 338, 000 NP 
a 116, 386, 784 147, 190, 469 26 160, 094, 091 9 
N P—New Program. 


D P—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 
1951—Continued 


NORTH CAROLINA 




















1949 19M 
Old-age assistance ~— $8, 946, 014 $12, 639, O91 
Highway construction 10, 012, 523 &, 562, 800 
Aid to dependent children 3, 695, 840 5, 686, 970 
National school-lunch program 3, 367, 641 3, 732, 258 
Unemployment compensation and employ- 

ment administration _.__- 2. 638, 565 i, OOF 
Hospital construction 3, 009 
Distribution of surplus agricultural commod- 

ities 1, 196, 914 1, 567, 445 
Cooperative agricultural extension work~ i; 494, 41¢ 
Aid to the blind 1, 100, 182 
Cooperative vocational education 917, 578 
Office of vocational rehabilitation 874, 027 
Venereal-disease control 642, 784 
Maternal and child-health services MAS, A9 
General health assistance HOY, 334 
Agricultural experiment stations 4413 
Services for crippled children 4 ‘ 
Forest-firs cooperation Th 
Tuberculosis control. _. 637, 93s 245, O19 

i ire services 147, 717 165, 224 

ition of veterans readjustment 

allowances 72, 738 148, 02¢ 
Fe | airport program 206, O64 142,614 
Supervision of veterans on-job training ; 151, S61 142 
Wildlife restoration : 97, 006 124, 110 
Collezes for agricultural and mechanical arts 110, 763 
Cancer control 75, 384 
National-f 60, 697 
Mental-he es 93, 94 
Public hou stratior 74, 828 
Cooperat j I ar} ig. 31 4 
Public-works advance planning 198, 800 


Water-pollution control 
Heart-disease contro] 

American Printing House for Blind 
School-assistance program 
Submarginal-land program 

Hos} ] ey and planning -_. 6: 
Veterans’ education facilities 
Liquidation of PWA 

Aid to permanently and totally disabled 




















it ees 39, 163, 479 46, 832, 99 


N P—New Program. 
D P—Discontinued Program. 
NA—No Allotment Available. 





1950, and allotments for 
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$12, 274, 000 
10, 193, 775 
6, 514, 000 
2, 834, 138 


3, 076, 138 


3, LS9, 589 


1, 491, 056 


110, 763 
87, 200 
63, 635 
SY. OOD 

NA 
62, 900 

NA 
22, 600 
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Agriculture experiment station 
Federal airport program 

Lease of flood-control lands 
Office of vocational rehabilitatior 
Wildlife restoration 
Colleges for agricultural and mechanical 


Maternal 


ind child-health 


General health assistance 
Child-welfare services 
Tuberculosis control 
Services for crippled children 


Aid to the blind 


Submarginal-land program 


Venereal-disease cont 
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Mental-health activities 


State and 
Administration 
allowances 
Cancer control 


Gooperative projects in marketing 


of 


rerritorial homes for « 
veterans’ 


Heart-disease control 
Water-pollution control 
Receipts, Mineral Leasing Act 
Public-works advance planning 
American Printing House for Blind 
National-forest funds 
Forest-fire cooperation 
Veterans’ reuse housing program 
Emergency maternity and infant care 


Veterans’ 


sery 
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educational facilities 


Hospital survey and planning 


Aid to permanently and totally disabled 


Total 


NP 
DP 
NA 


New Program 
Discontinued Program 
No Allotment Available. 
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NA 
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24 139 
17 4. 40 
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NA 
29 19. 6K 
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( NA 
t NA 
12 17. 706 
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N 13, 600 
N 1] + 400 
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) NA 
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») 1 
NA 
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208, 000 


F 1 


2, 670, 444 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


OHIO 


Old-age assistance 
Highway construction 
Unemployment compensé ation and ‘employ- 
ent Gueemeeiratenm.....................-... 
Aid to dependent children__._.._........-- 
National school-lunch program --_- ; 
Distribution of sees agricultural | com- 
modities So a? 
Hospital CeO 
Federal airport program 
I a alsin 
Cooperative vocational educa i ae 
Cooperative agricultural extension work___. 
General health assistance___.........-- 
Office of vocational rehabilitation ; 
Administration of veterans readjustment 
allowances a 
Venereal-disease control....__.__..-------- 
Maternal and child health services - - - 
Agricultural experiment stations... _- 
Wildlife restoration 
Tuberculosis control......-- 
State and Territorial homes for disabled 
Mental health activities 
Services for crippled children --___-_- 
Cancer control 
Public-works advance pl anning.. 
School assistance progré ums 
Supervision of veterans’ on-job tre sining 


Colleges for agriculture and mechanical arts _ -| 


Child-welfare services 
Heart-disease control 
Forest-fire cooperation 
Water-pollution control__.._.__- 
Lease of flood-control land______- 
Cooperative projects in marketing. 
American Printing House for Blind 
Hospital survey and planning- 
Veterans’ reuse housing program - - - 
Veterans’ educational facilities__- 
Aid to permanently and totally disab led. 


Dticdiliceseus Dabibeeaeitenens ontionind 





N P—New Program. 
PD P—Discontinued Program, 


NA—No Allotment Available. 
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1950 


$43, 414, 859 
13, 649, 941 
8, 524, 151 
6, 517, 527 
3, 372, 270 


2, 556, 363 


1, 634, 626 | 
1, 466, 080 | 
1,385, 776 | 


1, 171, 401 


1, 030, 312 | 


595, 615 
546, 352 


400, 5 
414, § 
354, 5 
334, 
296, 7: 
281, ¢ 
279, 
103, 2 
182, 
169, 
168, 6 
156, 75 
150, 
148, 
111, 15: 

SS, 
68, 
38, 








89, 816, 918 
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jinerease| 

or de- 
crease 





13 
16 


~ 
= 
o 


— 
= 





= 
on be 





2. 


| 
or 


NP | 


18 








Percent 
1951 l; ee 
apportion- |2crease 
ment or de- 
crease 
$42, 891, 000 —1 
7, 721, 899 30 
7, 951, 152 —7 
8, 281, 000 27 
2, 596, 920 | —2 
OUR Dt ‘ 
2, 973, 486 82 
514, 213 | —65 
1, 551, 000 12 
1,171, 401 | 0 
1, 043, 033 1 
577, 300 | —3 
441, 036 —19 
I De tai 
178, 500 —57 
415, 892 17 
332, 684 | 1 
296, 113 0 
274, 700 —3 
NA 
150, 200 —22 
251, 900 38 
151, 300 | —10 
NA 
NA | 
NA |.. 
148, 836 | 0 
393, 780 250 
64, 000 —27 
57, 088 | —16 
25, 900 —33 
Re aida 
11, 400 | —17 
6, 644 —1 
6, 474 | 0 
daemeven = 
256, 000 | NP 
90, 734, 851 | 1 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


OKLAHOMA 











rece Percent 
1949 1954 iy ae 
cre 
Old-age assistance $34, 021, 643 $34, 701, 936 2 $34, 727, OO 0 
Highway construction 6, 993, 1 10, 779, 724 8, 986, 934 —17 
Aid to dependent children 9, 767, 103 9, 524, 50 2 10, 047, 000 4 
National school-lunch program 1, 890, 474 1, 855, 4¢ 2 1, 378, 853 —2 
Unemployment compensation and employ- 
ment administration __ 1, 580, 330 1, 768 12 1, 832, 39. 
Hospital construction 1, 534, 72 NI 1, 831, 928 2 
Distribution of surplus agricultural com- 
modities 84, 511 156), OSS NA 
Aid to the blind Da ae 892, 720 54, 787 1, 091, 00K $ 
Cooperative agricultural extension work $79, 252 10, 975 909, 
Office of vocational rehabilitation 437, 498 481,159 ] $53, 311 
Cooperative vocational education 551, 805 551, 80 ( 551, 8 
Federal airport program 749, 425 448, 218 —4 309, GS2 - 
School assistance programs 222, 864 3] 9 i NA 
Agricultural experiment stations... 235, 322 269, 298 l 270, 84 
General health assistance 191, 803 260, 12 27 
Venereal disease control 280, 104 229 $ 109, 1 - 
Services for crippled children 191, Sé 209, 582 236, 378 
Wildlife restoration 80, 517 192, 648 4 164, ¢ —14 
Maternal and child health services _..._- i 160, 657 140, 382 239, 694 
Tuberculosis control. 141, 636 137, 052 1 —| 
Child welfare services 77, 593 113,15 45 204, 12 5 
Administration of veterans readjustment al- 
lowances. _..__- a oF 268, 504 112, 002 - NA ai 
Supervision of veterans on-job training 154, 589 109, 121 NA “a 
Colleges for agricultural and mechanical arts 96, 666 M5, Gf 96, Grit 
Mental-health activities. 35, 628 62, 617 f 51, 404 —18 
Cancer control 44, 164 0, 601 0, 40K 
Forest-fire cooperation 56, 644 59, 784 8, SH 2 
Lease of flood-control lands 10, O86 58, 412 48 NA 
Cooperative projects in marketing 41,110 57, 049 48, 939 14 
Heart disease control i ie 463, 92 NP 3, 204 j 
National-forest funds. 25, 529 39, 6 55 01 40) 
Public-works advance planning 43, 096 18, 9 —§ NA 
Water pollution control 16, 723 NI 16, 000 —4 
Receipts Mineral Leasing Act 3, 10, 429 x3 NA 
Submarginal land program. . 5 5, 195 NA 
American Printing House for Blind.- 2, 379 2, 32 2, 063 ll 
Hospital survey and planning 434, 055 1, 194 } NA 
Emergency maternal and infant care 1, 642 DI 
Veterans educational facilities 1, 585 DI 
Veterans reuse housing program 1, 386, 274 DI 
Aid to the permanently and totally disabled ‘ 1, 046, 000 NP 
<7 ip Se aie ee 2, 821, 181 67, 090, 077 5, 195, 295 —3 


N P—New Program, 
DP—Discontinued Program. 
NA—No Allotment Available. 





44 


Federal arants-in-aid to States for the fiscal years 19 


Old issist ce 
Hi vay Construction 
{ mployment compensatiot 


t 
ment administratior 
National forest funds 
Aid to dependent children 


woperation 





nital construction 


stridvut! 





i l airport program 


! 
Cooperative ag 
( 


ricultural exten 


INTERGOVERN MENTAL 


ich program 


yn of surplus agricultur 


Cooper 


vocational rehabilitation 
itive vocational education 


1ent stations 


Agricultural experin 
Wildlife restoration 
General health assistance 
Aid to the blind 
assistance programs 
Maternal | 


Colleges for 





School 


sgricult 
Tuberculosis control 
Venereal-diss 
Services 
Child-welfare 
Public Housing 
Supervision of veteran’s on 
Mental health services 


ise control 
ppled children 
services 





for cr! 


4 


Public-works advance planning 


Heart-disease control 
Cancer control 
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AS) 
1951—Continued 
OREGON 

1849 1950 

$7, 216, 546 $7, 874, 84 

6, 886, 062 6, O82, 763 

1, 914, 652 2, 289, 963 

1, 669, H29 2, 044, 693 

1, 276, 18¢ 1, 583, 026 

834, 283 B56, SOS 

657, 376 788, 647 

486, 577 

236, 920 171 

168, 668 870 

321, 619 }, RRB 

3 618 

» oo? 221, 30 

945 200, 486 

2, , 599 191, 475 

. 661 155, 882 

713 133, 113 

S87 O4, 534 

314 00, 276 

irts 437 82, 437 

77, 391 

67, 142 

61,870 
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7, 636 44, 184 
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34, 985 28, 584 
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30. 004 

2 356, 000 
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221, 396 
197, 036 
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161, 000 
NA 
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NA 
NA 
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NA 
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NA 


909, 000 | 
| 


26, 775, 002 | 
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Fede ral grants-in-aid to States for the fiscal years’ 1949, 1950, and allotments for 
1951—Continued 


PENNSYLVANIA 





























I 1G ‘ € 
i 
1949 1954 ‘ 

Old-age assistance 5 $2 ‘i S $28, 207, 000 8 
Aid to dependent children ~ 24.380). 408 } r On 42 
Highway construction 4 & 906, 65 22, 172, 594 22 
Unemployment compensation and employ 

ment administration ; 10, 669, 27 13, 629, 6 ae 12, 626, 711 7 
Hospital construction ; >41, 67¢ NI 5,414 ’ 
National school-lunch program 2, 729, 87. 2, 88, 724 2 }, $12, 522 16 
Distribution of surplus agricultural com- 

modities 2 N 
Office cf vocational rehabilitation 2 1, 486, 9 
Cooperative vocational education 2 ‘ &1 509 
Federal airport program : 4 692, 382 ) 
Cooperative agricultural extension work y ) yo5. $19 ) 
General health assistance 739, 708 mm} " 2 827, 3% 6 
Wildlife restoration $17, 874 715 2 514.72 0 
Administration of veterans’ readjustment 

allowances : 1, 713, 919 578, (64 fit NA wae 
Maternal and child health services 448, 96s 174, 27 f 523, 174 10 
Agricultural experiment stations j . 347, 849 412, 0 , 415, 24 
Venereal-disease control 505, 15 $11.78 s 212 5K is 
Tuberculosis control 265, 139 2a, Set 2s, (0K 2 
Services for crippled children : $42. USS 271, 54 —2 56, 602 2 
Supervisors of veterans’ on-job training 370, 5M 21 7 NA 
Forest-fire cooperation ; 148, 414 254, 577 7 99, 790 22 
Cancer control 151, 03¢ 187, O74 24 215, 600 i4 
Colleges for agricultural and mechanical arts 182, 9K ] yn 182, 990 0 
Child-welfare service 148, SLE 137 1s $21, 40 4 
State and territorial homes for disabled 72, 211 B57 N 
Mental-health activities a . 55, OOK 276 
School assistance programs 36,347 46, 956 2t 
Public works advance p! 106, 86 40, 494 , 
Public Housing Admini 152, 27 34, 532 
Water-pollution control : Het NI ) 
Heart-disease control sa 30, 000 NP 12 
National-forest funds 20, SU { t ; 
Lease of flood-control lands 6, 671 &, 32S 2t 
American Printing House for Blind 8, 625 & 1st F O11 
Cooperative projects in marketing ciao 548: 664 999 
Submarginal land program 1, 580 mt N 
Veterans’ educational facilities 14, 762 , DP 
Veterans’ reuse housing program 152, 275 DP 
Federal Power Commission payments BI. DP 
Hospital survey and planning si 197, 645 
Aid to permanently and totally disabled___. 000, 300 NI 

 cackchnbeinc ainaeatnts Secu 04, 581, 443 102, 569, 15 ; 119, 099, 302 


N P—New Program 
DP—Discontinued Program 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


RHODE ISLAND 























| Percent 1951 Percent 
1949 1950 crease) apportion- |!"crease 
| or de- ment or de- 
j crease crease 
Old-age assistance ‘ 2,794,332 | $3,306, 826 18 $3, 211, 000 | 2 
Unemployment compensation administra- | | 
tion J }, 129, 578 | 1, 55 38 | 1, 598, 282 | 3 
Highway construction ‘ 2, 288, O85 | 1,5 —33 | 2, 622, 005 | 71 
Aid to dependent children See eee 1, 172, 163 | 1, 551, 098 | 32 2, 262, 000 | 46 
National school-lunch program ; 215, 822 | 234, 606 9 227, 645 —4 
Distribution of surplus agricultural com- | | 
modities 141, 645 | 160, 205 13 | NA 
Cooperative vocational education___. _- | 118, 396 138, 741 17 | 181, 574 | 31 
Agricultural experiment stations | 119, 410 137, 900 15 138, 350 | 0 
Hospital construction 137, 872 NP 259, 875 9 
Office of vocational rehabilitation 122, 951 31 99, 592 | —18 
Services for crippled children 109, 301 45 153, 210 | 40 
Colleges for agricultural and mechanical arts_| 78, 141 | 0 78, 141 | 0 
Maternal and child-health services | 76, 621 41 110, 334 44 
Cooperative agricultural extension work | 66, 079 3} 68, 304 3 
State and Territorial homes for disabled - 59, 804 24 | NA 
Aid to the blind | 3 32 67, 000 13 
School assistance programs ; 58, 409 1,711 —12 NA 5 
General health assistance 55, 561 50, 686 -9 54, 100 7 
Administration of veterans’ readjustment | 
allowances wes ; | 147, 709 48, 235 —67 | NA | J 
Tuberculosis control | 43,074 45, 998 y | 37, 700 | —18 
Venereal disease control... 33, 233 28, 538 —14 —38 
Forest-fire cooperation 30, 252 28, 470 —f =f 
Child-welfare services 18, 844 26, 104 44 46 
Supervision of veterans on-job training 35, 125 | 23, 423 —34 ats 
Mental health activities. - : 23, 205 | 22, 606 | —3 —9 
Wildlife restoration --_-_- Sib iekeiie | 6,115 | 5, 698 156 | 43, 368 178 
Cancer control. - -- i : 10, 497 14, 572 40 | 15, 300 5 
Heart-disease control Roca a aa 5 os 10, 793 NP | 14, 400 35 
W ater-pollution contro] eee . 7 10, 127 NP | 9, 700 —4 
Public-works advance planning - - ----- 37, 580 1, 100 —97 NA | 
Federal airport program ideas ec 44, 697 | _. ; 
Cooperative projects in marketing . 2, 350 419 —82 | 1, 533 264 
Veterans’ reuse housing program 4, 266 DP | De icRakee 
Veterans’ educational facilities 58, 893 : me } Pe casks | 
Aid to permanently and totally disabled _ ___|_- : ; : 264, 000 
UD diced chee eahcheiiatrenia a ea dtc ccna 9, 004, 242 9, 710, 881 
| | 





NP—New Program. 
D P—Discontinued Program. 
NA—No Allotment Available. 
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SOUTH CAROLINA 





Percent 1951 Percent 
| 1949 1950 mores ( spporti yn- | crease 
| or ds a or de- 
crease — crease 

Old-age assistance $6, 936, 760 $8, 368, 580 n $9. 126, 000 9 

Highway construction 4, 716, 459 5, 109, 755 6 5, 545, 911 | 8 

Aid to dependent children 2, 057, 725 2, 611, 328 30 3. 175. 000 19 

National school-lunch program 2, 042, 116 2, 333, 405 15 1. 701, 715 —26 

Unemployment compensation administra- | 

tion j 1, 302, 277 1, 799, 266 | 20 1, 965, 055 9 
Hospital construction 1, 739, 385 NI 1. 836, 617 8 
Distribution of surplus agricultural com- | 

modities } 158, 165 1, 650 NA . 

Cooperative agricultural extension work 818, 602 { R48, 524 0 

Office of vocational rehabilitation 425, 002 0) 427, 720 —%3 

Cooperative vocational education 498, 568 0 498, 568 0 

Venereal-disease control. . | 445, 585 { 144. 800 | —66 

Aid to the blind 304, 674 24 455, 000 21 

Forest-fire cooperation ; | 352, 402 1 25, 000 —92 

General health assistance | 208, 870 43 275. 000 8 

Agricultural experiment stations | is 271, 533 —4 

Maternal and child health services | 15 271, 804 1 

Services for crippled children | 18 249. 340 ll 

School assistance program. : | 106, 956 104 NA 

National-forest funds | 87, 740 i4 150, 206 52 

Tuberculosis control | 186, 824 147, 400 —18 

Federal airport program 158, 165 39 188, 355 06 

Colleges for agricultural and mechanical arts__| 91, 682 0 91, 682 0 

Child welfare services | 76, 203 17 210, 999 148 

Administration of veterans’ readjustment | 

allowances foie | 283, 955 R&, 526 —69 NA 

Wildlife restoration : oS | 63, 539 | 65, 852 { 91, 880 40 

Public Housing Administration : | 78, 618 58, 622 25 NA 

Cancer control | 3, 213 58, 045 5 49. 800 -15 

Mental-health services : 53, 216 | 51, 810 3 45, 500 —11 

Heart-disease control ; Ass 47,729 NP 34, 100 28 

Supervision of veterans on-job training | 36, 609 34, 572 5 NA 

Water pollution control ; 16, 978 NP 16, 300 

Cooperative projects in marketing 46, 278 12, 904) 72 30, 270 134 

Public-works advance planning | 37, 274 3, 705 -o) NA 

American Printing House for Blind ; 1, 636 1, 650 2 1, 650 0 

Lease of flood-control lands Sf 71 NA 

Submarginal-land program | 80 20 —75 

Veterans’ educational facilities | 6, 505 DP 

Liquidation of PWA | 2, 266, 999 DP 

Federal Power Commission payments il DP 

Hospital survey and planning 250, 377 | DP 

Aid to permanently and totally disabled | 890, 000 NP 

Total | 25,178,368 | 28, 484, 711 28, 765, 729 1 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Highway constructior 
Old-age assistance - 


Aid to dependent children 
Federal airport program 
Cooperative agricultural extension work 


SOUTH DAKOTA 


1949 


= $7, 011, 823 
3, 279, 293 

725, 928 

253, 866 

386, 295 


Unemployment compensation and employ- 


ment administration 


National school-lunch program 


2rQ =e9 
0o00, 405 


30, 478 


Distribution of surplus agricultural com- 


modities ‘i 
Hospital construction 


Cooperative vocational education 
Agricultural experiment stations 


Wildlife restoration 
General health services. 


Maternal and child health services 
Office of vocational rehabilitation ; 
Colleges for agriculture and mechanical arts 


Aid to the blind 


State and Territorial homes for veterans 


Nationalforest funds 
Child-welfare services 


Services for crippled children 


Tuberculosis control 


Administration of veterans 


allowances 
Venereal-disease control 


Supervision of veterans on-job training- 
Submarginal-land program. . 
Mental-health activities 


Cancer control 


Cooperative projects in marketing. 
Lease of flood-control lands 


Heart-disease control 
Water-pollution control 
Forest-fire cooperation 


School-assistance program 

Receipts Mineral Leasing Act 
Public works advance planning. 
American Printing House for Blind_. 
Veterans educational facilities 
Veterans reuse housing program. 


TN a ric enncwnns 


N P—New Program. 


D P—Discontinued Program, 
NA—No Allotment Available. 


168, 828 | 


40, 263 | 


162, 452 
155, 830 
174, 033 


66, 665 | 


57, 397 


55, 699 | 


77, 338 
56, O87 
51, 110 
70, 758 
38, 627 
85, 668 
33, 780 


readjustment 


57, 953 


44, 493 


76, 051 
9, 778 


13, 651, 301 | 


1950 


$6, 543, 546 
3, 633, 112 
946, 233 
587, 496 
412, 000 


409, 770 
250, 034 


249, 0 
247, 52: 
186, 766 
176, 551 
127, 675 
83, 067 
82, 196 
79, 451 


77, 338 | 


62, 754 
59, 156 
56, 785 
§2, 537 
43, 931 
32, 856 


29, 691 
29, 737 
26, 968 
25,175 
20, 836 
15, 125 


13, 835 | 


11, 438 
10, 810 
10, 069 


9, 893 | 


7, 953 | 


1,310 
990 
760 


14, 614, 377 


Percent 
increase 
or de- 
crease 


1951 Percent 


a@pportion- 
ment 


increase 
or de- 


crease 


$5, 521, 097 | 
3, 846, 000 
1, 352, 000 
228, 804 
410, 540 


450, 601 


235, 876 


NA 


291, 364 





77, 500 
181, 923 
66, 032 
77, 338 | 
75, 000 
NA 
38, 729 
109, 644 
85, 558 
27, 500 


NA i.. 
20, 500 
NA 
NA 
20, GOO 
1s, 600 
13, 642 
NA 
13, 800 | 
9, 500 
25, 000 
NA 
NA 
NA 
760 | 


—15 
6 

43 
—bl 
0 

10 


18 
ll 


13, 757, 513 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


Old-age assistance 
Aid to dependent children 
Highway construction 


Unemployment compensation and employ- | 


ment administration 
National school lunch program 
Hospital construction 
Distribution of surplus 
Thod ties 
Federal iirport program 
Cooperative agricultural extension work 
Aid to the blind 
Cooperative vocational education 
Office of vocational rehabilitation 
Venereal-disease control 
General health assist 
Maternal and child-health services 
Agricultural experiment stations 
School assistance programs 
Public Housing Administration 
Administration of veterans’ readjustment 
Tuberculosis control 
Services for crippled children 
Child-welfare services 
Forest-fire cooperation 
Colleges for agricultural and mechanical arts 
Mental health activities 
Cancer control 
Heart disease control. 
Wildlife restoration 
National forest funds 
Public works advance planning 
Cooperative projects in marketing 
Supervision of veterans on-job training 
Water-pollution control 
Lease of flood-control land 
American Printing House for Blind 
Emergency maternity and infant care 
Veterans’ educational facilities 
Veterans’ reuse housing ___. 
Hospital survey and planning 


agricultural 


com- 


ance 





Total... 


NP 
DP 
NA 


New Program. 
Discontinued Program. 
No Allotment Available. 


TENNESSEE 


1949 


$12, 110, 181 
6, 674, 425 
12, 629, 775 





31, 686 


31, 
7. 495 


2,4 
2,4 
OS6, (2° 
619, 212 
1, 083, 629 
568, 029 
710, 974 


429, 120 


414, 395 | 


979 OR 





458, 54¢ 
203, 062 
195, 312 





5. 60 
3, O48 
1, 291 
37, S40 
422 

315, OS7 


1950 























HTS 

1 

\ 

~ ‘ 

t 

| ‘ 
70, & 
» rin 

7 wi 

9. 701 


1 Oy 
NA 
44, Fe 
NA 
9. 400 
NA 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
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TEXAS 
\o 
Percent 1951 | Percent 
| 1949 | 1950 — apportion- rm~y 
| | crease ment | crease 
| 2B | 
Old-age assistance - - = $55, 067, 370 9, 464 | 9 | $60, 085, 000 0 
Highway construction 30, 330, 613 | 810 —3 | 25, 583, 720 | —13 
Aid to dependent children 6, 159, 039 3, 904 12 | 8, 190, 000 | 19 
Unemployment compensation and employ- | j | 
ment administration : 4, 644, 537 5, 683, 581 22 | 5, 934, 046 4 
National school-lunch program _ . 4, 470, 657 4, 769, 696 7 | 3, 706, 887 | —2B 
Hospital construction | =F 5 3, 415, 885 NP | 4, 721, 369 38 
Distribution of surplus agricultural commod- | | | 
ities 3 | 1, 606, 146 2, 585, 532 61 | NA 
Aid to the blind 1, 709, 502 | 1, 971, 280 16 2, 234, 000 13 
Cooperative agricultural extension work 1, 871, 133 1, 966, 683 | 5 2, 017, 255 2 
Federal airport program 1, 424, 904 1, 488, 240 | 4 1, 038, 200 —31 
Cooperative vocational education 1, 376, 783 1, 408, 534 | 2 1, 403, 887 0 
Office of vocational rehabilitation 830, 199 | 854, 240 | 3 | 870, 712 | 2 
General health assistance 541, 900 739, 242 36 | 718, 800 | 3 
Venereal disease control 991, 057 867, 9S4 —12 | 415, 800 | 2 
School assistance program 836, 484 568, 920 —32 NA 
Agricultural experiment stations 424, 513, 549 21 508, 689 
Maternal and child-health services 463, 137, 493 —6 598, 166 
Services for crippled children 373, 352, 247 —6 426, 614 
Administration of veterans’ readjustment | 
allowances RO4, 486 | 270. 535 | —66 NA 
National forest funds 103, 403 | 262, O81 162 | 339, 025 30 
Supervision of veterans on-job training - - 360, 350 | 238, 720 —34 NA |-.. 
Child-welfare services ; 199, 207 | 218, 977 10 367, 883 68 
Tuberculosis contro! 166, 530 182, 267 10 | 199, 200 9 
Forest-fire cooperation 173, 892 oa —3 168, 654 0 
Cancer control 92, 021 144, 617 57 147, 000 2 
Public Housing Administration 68, 217 | 143, 580 110 | NA 
Colleges for agricultural and mechanical 
arts 143, 212 0 143, 212 0 
Mental-health activities 106, 372 7 156, 400 38 
Public works advance planning 74, 022 — 22 NA 
Water-pollution control NP | 29, 900 —32 
Lease of flood-control land 11, 491 278 | NA 
Heart-disease control | NP 75, 800 75 
Cooperative projects in marketing 8, 497 175 | 34, 660 47 
Submarginal land program 16, 5 7 NA 
Hospital survey and planning 1, 020, 761 ~17 | NA 
Wildlife restoration 258, O10 97 433, 676 6, 100 
American Printing Hose for Blind 5, 800 10 } 3, 583 44 
Emergency maternity and infant care 4, 341 DP 
Veterans educational facilities | 1, 146 | DP | 
Veterans reuse housing program - 1, 388, 277 DP 
Total | 118,128,519 | 126, 106, 053 7 | 115, 502, 138 —9 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
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UTAH 




















Percent om I t 
~ INnCTease anes ( 
1949 1950 on 
or d¢ ke 
nt 
crea ( i 
Highway construction 03: 107 58, 972 * 
Old-age assistance : , 516 ‘ a2 0 3, 489, 000 s 
Aid to dependent children 1, 398, 436 1, 488, 079 7 2, 223, 000 50) 
Unemployment compensation and employ- 
ment administration SOS, OOS 962, 812 ly 1, 063, 067 11 
Hospital construction f N7 75, 110 
National school-lunch program 475, 232 519, 401 9 362, 613 i 
Yederal airport program 702, 859 168, 896 17 242, 925 4 
Receipts mineral leasing 247, 577 365, 425 1s NA 
Distribution of surplus agricultural com 
modities 244, 813 298, 981 22 NA 
Cooperative agricultural extension work 197, 614 202, 727 2 201, 597 ! 
Cooperative vocational education 166, 665 173, 844 f | 255 2 
Agricultural experiment stations 171, 729 14 211, 129 22 
Ottice of voeational rehabilitation 121, 262 129, 899 7 116, 449 
Wildlife restoration 145, 102 138, 449 5 165, 343 2 
National forest funds 102, 297 129, 160 2t 137, 600 f 
services for crippled children 104, 858 89, 056 l 109, 930 2 
tl health assistance 60, 013 RG, 853 14 S91. 100 4 
Colleges for agriculture and mechanical arts 76, 281 76, 281 0) 76, 281 0 
Aid to the blind 65, 311 71, 568 10 87, 000 22 
Maternal and child health 74, 118 60, 550 —19 142, 851 13 
Supervision of veterans’ on-job training 75, 481 57, 980 23 NA 
Child welfare services 41, 428 33, 443 19 59, 787 78 
Venereal disease control 41,031 31, 842 22 21, 800 _ 
Tuberculosis control 22, 40 24,378 23, 400 -4 
Public works advance planning 27, 267 21, 840 19 NA 
Cancer control 12, 673 18. 857 ) 19. 20K 2 
Heart-disease control 18, 240 NP 14. 800 —19 
Forest-fire cooperation 24, 970 18, 000 7 25, 000 x 
Mental health activities 9, 468 17, OSS x 20. 000 2 
Cooperative projects in marketing 5, 594 17, 10¢ OH 17, 965 1 


Administration of veterans’ readjustment 
vllowance 3 », 602 7 
Water-pollution control 10, 239 NP 9. 900 ~3 





2 3 
Hospital survey and planning 104, 009 975 0 NA 
American Printing House for Blind 659 738 12 728 —1 
Submarginal land program 319 330 NA 
Veterans’ education facilities 11, 284 DP NA 
Community facilities emergency 174 DP NA 
Veterans’ reuse housing 15, 440 DP NA 
Payments to State under FPA 1, 333 DP NA 
Aid to permanently and totally disabled 559, 000 NP 
Total 12, 918, 719 13, 297, 305 } 13, 634, 202 3 


N P—New Program. 
DP—Disecontinued Program. 
NA—No Allotment Available 
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Federal grants-in-aid to States for the fiscal years 19 
1951—Continued 


VERMONT 


1949 








Old-age assistance $1, 681, GRO 
Highway construction 1, 857, 058 
Unemployment compensation and employ- | 

ment administration 475, 458 
Hospital construction (1949 survey and 

planning 59,372 

id to dependent children t 





A 

National school-lunch program ] 
Cooperative agriculture extension work 162, OS2 
Federal airport program 190, 322 
Cooperative vocational education 143, 957 
Distribution of surplus agrict 





ultural experiment stations 


f vocational rehabilitation 
































Venereal-disease control ‘ 
Mater ind child-health services 
Services for crippled children o 
Aid to the blind_. 53, 503 
Wildlife and restoration. - 54,812 
General health assistance $2, HK 
Fors cooperation 52, 509 
Child-welfare service 5, O7¢ 
Administration of veterans’ readjustment 

aliowance os i2 
National forest funds 29, 845 
Puberct i 23, 142 
Supery job training 6, 55. 
State and Territorial homes for disabled 

service personnel 2, 467 
Mental-health activities. 11, 803 
Vener ase control 28, 934 
Public works advance planning 63, 539 
Cancer control 10, OSI 
Water-pollution control 

i “ase control __ 
Cooperative projects in marketing 1, 750 
Lease of flood-contro] lands 56 
Veterans’ educational facilities 10, 417 
Veterans’ reuse housing progran 1,978 
Aid to permanently and totally disabled 
Total. 6, 073, 277 


N P—New Program 
Db P—Discontinued Program. 
NA—No Allotment Available. 


1950 


, 965 





19, 1950, and allotme 


213, 14 
167, 433 
160, 257 
154, 317 
144, 648 
136, 792 
108, 60S 
74. 100 
72, 895 
65, 624 
60) t 
674 

$9, 035 
3S, SO 
13, S2 
3, 246 
26, O89 
23, 4 
22, 034 
21, 730 
20, OSD 
17, OSS 
14, 609 
12, 974 
Q 550 
6, 000 
1, YOO 
SOF x4 


Percent 
increast 
or ck 


crease 


1951 


apportion- 


mer 


$1, 


Ry 


720, 000 
812, 670 


560. 457 


136, 919 
87, O74 
74, 100 
5. 081 
98, 774 
60, 000 
13, 368 
$6, OOF 
25, 000 
56, 534 


NA 


+, SY 
21, 900 


NA 


NA 
20, 000 
14, 600 

NA 


11, 500 
9, 100 
12, 500 
2, 000 


NA 
NA 
NA 


>. O00 


nts for 


NP 


0 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 


Highway construction. 
Old-age assistance 


1951—Continued 


VIRGINIA 


1949 


S11 








1950 


$7, 067, O87 


‘ 220 §. 623, 002 
Aid to dependent children 2 2, 889, 410 
National school-lunch program 1, 2, 147, 057 
PE Sk 1, 807, 717 





Unemployment compensation and employ- 


ment administration 1, 572, 351 1. 685, 067 
Distribution of surplus agricultural com- 

modities 1, 063, 412 1, 5 
Cooperative agricultural extension work 857, 874 


Federal airport program 

Cooperative vocational education 
Office of vocational rehabilitation 390, G4 
Aid to the blind 


Venereal-disease control 








General health assistance ‘ . (oo 
Maternal and child-health services 317, 359 








Agriculture experiment stations 248, 174 
Tuberculosis control 5, 963 
Services for crippled children 316, 689 
Wildlife restoration = 116, 128 
School-assistance programs 23, 135 
Administration of veterans’ readjustment 

allowance 223, 803 125, 222 
Forest-fire cooperation : 234, 826 109, 81 
Child-welfare services 83, 109 103, O74 
Colleges for agricultural and mechanical arts 100, 561 100, 561 
Supervision of veterans on-the-job training 69, 528 95, 432 
Mental-health activities 90, 962 
Cancer control 23, 897 
Public Housing Administration 38, 903 
National-forest funds 40, 960 
Cooperative projects in marketing 42, 253 
Public works advance planning 22, 29 
W ater-pollution control 
Hospital survey and planning 39, 249 1} 
Heart-disease control 10, 50 
American Printing House for Blind 2, 443 2,454 
Lease of flood-control lands 1,899 2, 44 
Emergency maternal and infant care 2 
Veterans’ education facilities 1, 4365 
Community facilities 
Veterans’ reuse housing program 58, 231 
Federal Power Commission payments 16 





Aid to permanently and totally disabled 


6, 7 OZ 


NP—New Program 








DP 
NA 


Discontinued Program. 


No Allotment Available 





22, O60 
261, 41 
2f1, 464 
$25, SUM 
448, 000 
14 ) 
4 (h) 
541] 
O84, 65 
198, 20K 
2ti8, 42 


192, 279 
283, 403 
100, 561 


NA 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 


W 


Old-age assistance 

Highway construction 

Aid to dependent children 

Unemployment compensation and employ- | 
ment administration | 

National school lunch program 

National forest funds 

School assistance programs 

Distribution of surplus agricultural com- 
modities 

Hospital construction 

Forest-fire cooperation | 

Office of vocational rehabilitation 

Cooperative agriculture extension work 

Cooperative vocational education 

Federal airport program | 

Aid to the blind 

Agricultura] experiment stations 

General health assistance | 

State homes for disabled veterans 

Maternal and child health services 

Services for crippled children 

Administration of veterans readjustment al- | 
lowance 

Public Housing Administration 

Tuberculosis control ‘ 

Colleges for agricultural and mechanical arts 

Venereal disease control 

Wildlife restoration 

Mental health activities 

Supervision of veterans on-job training 

Cooperative projects in marketing | 

Child welfare services 

Cancer control 

Heart disease control 

Water pollution control 

Public works advance planning 

American Printing House for Blind 

Receipts, Mineral Leasing Act 

Veterans educational facilities 

Veterans’ reuse housing ; | 

Federal Power Commission payments | 

Hospital survey and planning 

Aid to permanently and totally disabled 


RE ctcnec | 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 


1949 


$22, 864, 
6, 476, 
3, 618, 


3, 188, 4 


983, 
834, 
1, 557, 


568, 


1, 
1, 
1, 


4, 





YASHINGTON 


JRF 


400 
ROS 
545 


23 
R36 
720 


432 


174 


69S 
S21 
R18 
910 
479 
O68 


563 


, 307 


671 


"456 | 


831 


741 


5, 328 


210 
270 


321 


O75 
530 
039 
033 





199 | 


815 | 
899 | 
100 | 


3, 946, 


” 6 643, 


4, 5l i, 


3, 566, 3 


3 

1,117, 
1, 107, 
1, 062, 
835, 


570, 








176 
165 


415 


367 
483 
783 
095 
358 


13, 902 
5, 436 
, 064 
, 69S 


401 
098 
"670 


3, GSS | 
, 994 


, 776 


815 | 








130, 488 
1,095 
11, 899 


45, 143, 842 


Percent 


increase 


or de- 
crease 





36 


2, 200 


—Iit 
—AO 


DP | 


DP 
DP 


Percent 








1951 pe 
apportion- | Crease 
ment or de- 
crease 
$25, 549, 000 7 
, 573, 315 | —1 
7, 377, 000 | 63 
3, 707, 855 4 
850, 317 —24 
1, 224,017 10 
NA 
912, 60 
583, 3 
454, : 4 
398, 0 
328, 0 
276, —13 
331, 29 
215, —2 
187 0 
199, 29 
} 158 | 16 
NA 
NA és 
87, 500 —§ 
89, S15 0 
43, 100 —48 
226, 211 245 
$f), 900 — 24 
NA 
39, 231 —29 
92, 416 7 
46, 400 | —6 
24, 900 | —22 
| 13, 400 —43 
| ek Baoan 
1, 520 12 
2, 132, 000 NP 
52, 172, 743 10 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
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WEST VIRGINIA 














| Percent 105] Percent 
1949 1950 merease! apportion- |otees 
| or ae - ot ( le 
crease — crease 
Aid to dependent children_. : -~ $4, 353, 951 $7, 196, 145 65 $8, 926, 000 24 
Old-age assistance 4, 470, 708 5, 561, 937 24 5 394, 000 3 
Highway construction 2, 929, 836 4, 652, 701 5S 4, 787, 649 3 
National schoo!-lunch program 1, 386, 229 1, 644, 955 19 1, 170, 204 —29 
Unemployment compensation and employ- 
ment administration 1, 197, 938 1, 547,119 29 1, 510, 877 —2 
Distribution of surplus agricultural com- | 
modities 657, 696 1, 069, 851 63 NA 
Federal airport program 288, 573 595, 699 106 171, 074 —71 
Cooperative agriculture extension work 537, 568 557, 160 4 555, 845 0 
Office of vocational rehabilitation 381, 830 448, 132 17 438, 108 —2 
Cooperative vocational education 432, 753 32, 753 0 432, 753 0 
Agricultural experiment stations 211, 181 42 | 17 258, 542 4 
Venereal disease contro] 273, 526 246, 397 10 93, 600 62 
Hospital construction. _. 247, 653 NP 1, 385, 949 460 
Aid to the blind 175 2 24 263, 000 12 
General health assistance 734 , $1 209, 400 —10 
Maternal! and child-health services 164 213, 663 10 260, 062 22 
Forest fire cooperation 145 183, 765 3 163, 462 —\1 
Wildlife restoration 17 53, 783 87 141, 760 | 8 
Services for crippled children 115 126, 325 . 158, 568 25 
Tuberculosis control , 007 104, 490 6 92, 100 —12 
Administration of veterans readjustment | 
allowance : 277, 812 94, 796 69 NA i 
Colleges for agricultural and mechanical | 
arts 91, 707 91, 707 0 91, 707 | 0 
Supervision of veterans on-job training 89, 157 16 NA 
Child welfare services | 81, 094 17 194, 190 190 
Schoo! assistance programs | 73, 887 22 NA 
Mental health activities | 58, 023 10 42, 900 18 
Cancer control 36, 964 3] 42. 300 —13 
Cooperative projects in marketing 33, 148 2 43 46, 490 2 
Public Housing Administration | 10, 775 39, 334 | 268 NA 
National forest funds 25, 467 29, 419 lf 21, 548 —27 
Water pollution control 75, 039 NP 14, 300 —81 
Heart disease control | 14, 826 | NP 28, 300 91 
Public works advance planning 191,020 | 13, 605 9 NA 
Lease of flood-control lands 707 | 2, 209 212 NA 
American Printing House for Blind 2,103 | 2, 063 2 1, 867 —10 
Submargina! land program | 92 | 81 | 12 NA 
Hospital survey and planning | 11, 685 NA 
Veterans educational facilities | 29, 987 | DP 
Veterans reuse housing program | 10, 875 DP 
Federal Power Commission payments | 3 | DP 
Aid to permanently and totally disabled 540, 000 NP 
PE casihaicainnscen emeaaacede 19,256,121 | 26, 407, 668 37 27, 436, 555 4 


N P—New Program. 
DP—Discontinued Program. 
NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 




















WISCONSIN 
i 
| Percent 1951 Percent 
| 1949 } 1950 increase apportion- increase 
or de- r toda | or de- 
| crease crease 
| 
Old-age assistance : ; ~-----------| $13,846,787 | $17, 201, 487 | 24 | $17,799,000 | 3 
Highway construction : See fA 10, 839, 601 —17 | 10,397,135 | —4 
Aid to dependent children. __- . = 2, 851, 136 4, 022, 420 | 44 | 5, 767, 000 | 43 
Unemployment compensation and employ- | | 
ment administration : iaemcaciicial 2 | 2, 501, 789 19 | 2, 571, 388 3 
National school-lunch program. --- ae | | 1, 440, 153 0 1, 248, 401 —14 
Hospital construction ! s --| 1, 379, 544 | NP | 1, 544, 509 12 
Federal airport program Se cilintaes 832, 72% 10 347, 565 
Cooperative agricultural extension work. -__-} 782, 858 2 824, 381 6 
Distribution of surplus agricultural com- | | | 
modities tak | 436, 130 | 722, 795 | 62 | NA ; 
Cooperative vocational education ; | 634, 126 | 434, 126 0 634, 126 0 
Office of vocational rehabilitation | 426, 518 478,019 | 12 | 462, 571 —4 
Aid to the blind + 501, 908 22 553, 000 10 
General health assistance | | 93, 741 24 272, 700 —7 
Forest-fire cooperation 5‘ | | 293, 248 $ 284, 932 3 
A vricultural experimental stations | 277, 028 15 | 302, 676 Q 
Wildlife restoration ‘ | 59 220, 811 13 
Services for crippled children —10 225, 728 35 
Public works advance planning ee 5, } ) 3, 040 NA |... 
Maternity and child health services oad 188, 200 148, 209 —21 321, 831 117 
Tuberculosis control Si . | 138, O87 | 135, 906 —9 112. 000 | —18 
Administration of veterans’ readjustment | | 
allowances | 309, 862 | 130, 300 —58 NA = Nahe 
Colleges for agriculture and mechanical arts | 105, 809 | 105, 809 0 | 105, 809 0 
Child welfare services ! | 98, 713 84, 459 —15 186, 951 121 
Venerea!-disease control 93, 089 80,860 | —13 | 45, 000 —44 
State and Territorial homes for veterans. _.-_-| 70, 643 78, 950 | 12 | NA 
Cooperative projects in marketing f 46, 666 74, 852 60 | 6:7, 827 —9 
Cancer control A 2a 58, 537 69, 912 | 19 | 70, 500 I 
National forest funds s " : 52, 999 66, 092 94 66, 166 0 
Mental health activities 4, 269 | 65,115 | 2 66. 400 2 
Supervision of veterans’ on-job training 53, 240 | 48, 785 —9 | iy eee 
Heart-disease control ws » ; a oa | 47,771 | NP | 34, 400 | —28 
Water pollution control | | 26, 416 NP | 16, 200 —38 
School assistance program ; 20, 400 | 23. 279 14 NA |.. 
American Printing House for Blind 3, 399 | 3, 930 16 3, 214 —18 
Emereency maternity and infant care 754 | DP me tow ug 
Veterans’ educational facilities | 759 | | DP | NA 
Veterans’ reuse housing program 7,142 | ‘ DP ER 
Aid to permanently and totally disabled I deat dee or ee 240, 000 NP 
|_|] — |} —— 
Total (bbb hhndeblntdiaisberesonte | 39, 288, 780 | 43, 912, 475 12 44, 772, 22 2 
| 


' 


11949 covers survey and planning only, 
NP—New Program. 

ID) P—Discontinued Program. 

NA—No Allotment Available. 
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Federal grants-in-aid to States for the fiscal years 1949, 1950, and allotments for 
1951—Continued 








WYOMING 
Percent 1951 Percent 
1949 1950 pong pportior a 
ment 
| cTeast crease 
Highway construction $5, 028, 774 —§ $4, 265, 947 —15 
Receipts, Mineral Leasing Act 4, 047, 541 19 NA 
Old-age assistance - -. a 1, 501, 112 Y 1, 537, 000 2 
Unemployment compensation and employ- 
ment administration ; 375, 839 | 456, 262 21 514, 248 13 
Aid to dependent children 194, 971 | 261, O87 4 387, 000 48 
Hospital construction 232, 680 NP 200, 000 wa 
Wildlife restoration 173, 702 197, 853 12 167, 467 —15 
Cooperative agriculture extension work 178, 973 183, 302 2 181, 942 0 
National school-lunch program 157, 159 163, 752 4 108, 486 —34 
Cooperative vocational education | 115, 418 163, 121 42 165, 000 l 
Agricultural experiment stations. __- ; | 97, 829 136, 998 40) 137, 349 0 
National forest funds = 11, 399 109, 305 900 118, 989 9 
Office of vocational rehabilitation | 51, 366 84, 239 64 73, 483 —13 
Distribution of surplus agricultural commod- 
ities 91, 935 81, 658 —l1 NA 
Colleges for agricultural and mechanical arts 72, 862 72, 862 0 72, 862 0 
Federal airport program 28, 560 69, 114 146 260 
Maternal and child health service. - 44, 317 53, 971 20 5, 6 206 
General health assistance 5 : 42, 508 49, 898 17 51, 900 4 
Services for crippled children. =. 20, 568 | 31, 703 54 136, 889 330 
Aid to the blind bs 35, 292 30, 915 —12 39, 000 30) 
Child-welfare services. _- | 24, 410 19, 884 19 79, 292 300 
Venereal disease control 25, 882 15, 798 —39 16, 900 8 
Administration of veterans’ readjustment 
allowances 38, 028 14, 927 —61 NA 
Tuberculosis control | 12, 355 13, 134 7 12, 700 
Cancer control are 9, 322 12, 356 2 11, 800 4 
Heart disease control a ‘ 1, 400 NP 
Water pollution control | 9, 180 NP 8. 700 
Submarginal land program : | 11, 399 8, 521 25 NA 
Public works advance planning 17, 325 7, 905 4 NA 
State homes for disabled veterans 5, 973 7. 326 73 NA 
Supervision of veterans’ on-job training | 7, 144 4, 547 — 36 NA 
Mental health | 20, 000 NP 
Cooperative projects in marketing 1, 687 2, 825 68 3, 335 18 
Forest fire cooperation 2, 871 NA 
Research and Marketing Act 25, 448 NA 
Emergency maternity and infant care_- 325 DP NA 
Veterans’ educational facilities __- | 1, 895 DP 
Veterans’ reuse housing 45, 596 DP 
Federal Power Commission payments | 225 DP 
Hospital survey and planning 19, 294 7 ; 
Aid to permanently and totally disabled ene 123. 000 NP 
scab ad eckcieauinainnckeiedeas ge 12, 049, 693 13, 072, 550 i) 8, 857, 020 —32 


N P—New Program, 
DP—Discontinued Program, 
NA—No Allotment Available, 


Source: Departments and Agencies administering respective programs, 
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PROFESSIONAL HEALTH TRAINING ACT 
OF 1951 


HEBRUARY 


— 


Mr. Murray (for Mr. Pastore), from the Committee on Labor and 
Public Welfare, submitted the following 


REPORT 
(To accompany 8 


The Committee on Labor and Public Welfare, to whom was ret 

the bill (S. 337) to amend the Public Health Service Act and the Voca- 
tional Education Act of 1946 to provide an emergency 5-year program 
of grants and scholarships for education in the fields of medicine, 
osteopathy, dentistry, dental hygiene, public health, and nursing 
professions, and for other purposes, having considered the same 
ig t favorably < yap amen an amendment and recommend that 
the bill as amended do p: 

The amendment sivikes out all after the ete clause and sub- 
stitutes new matter. The changes are explained in part IIT 
report, 

I. INTRODUCTION 

With a few exceptions, to be noted later, S. 337 as introduced and 
referred to your committee was identical with the bill S. 1453, re por ted 
unanimously by the Committee on Labor aad Public Welfare a 
passed by the Senate in the last Congress. Public hearings were : ld 
by the Sub ‘onunittee on Health in the summer of 1949 and thereafter 
additional information and technical advice was obtained by the 
staff of the subcommittee in a series of informal discussion meetings 
with representatives of the professions and educational institutions 
and other experts. On the basis of the data presented and the expert 
opinion thus made available to it, subcommittee recommendations 
were worked out in the form of amendments toS. 1453. The amended 
bill was reported favorably by the full committee on August 3, 1949 
(Rept. No. 834, 8ist Cong., Ist sess.), and passed by the Senate with- 
out further amendment on September 23, 1949. It proposed a 5-year 
emergency program of financial assistance to institutions and students 
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with provision for concurrent studies and surveys by a National 
Council on Education for the Health Professions to provide a basis for 
legislative revision of the program before the end of that period. 
This proposal was reintroduced in this Congress as S. 337, with changes 
in the operative dates, an increase in the maximum for total payments 
to any one institution for costs of imstruction, and an increased 
authorization for appropriations for grants for construction and 
equipment. Some additional changes have been made by your 
committee and, as here reported, 5. 357 presents a program which 
in the committee’s considered judgment offers a practicable short- 
range emergency solution of an immediate and urgent problem. 

In its re port on the predecessor bill (S. 1453, 8ist Cong., 1st sess.) 
the committee discussed at length and in considers as “detail the 
serious personnel shortages in the health professions, the necessity of 
and possibilities for expansion of enrollment in the professional he alth 
fields, the financing problems involved for the institutions, the propri- 
ety of a Federal program for their financial assistance, and the special 
problems to which the committee found it necessary to give particular 
attention. This discussion is equally relevant and important now as 
the background against which this bill (S. 337) must be considered. 
There has been no substantial change in the problem except for the 
increasing urgency of legislative action. Accordingly the relevant 
portions (pts. Il and IV) of Senate Report No. 834, Eighty-first Con- 
gress, first session, are reprinted here. 


il. Ne&ep ror FEDERAL LEGISLATION 


The problem in the field of education for the health professions which now 
confronts the Nation is twofold. It involves the development and application 
of measures which will assure the maintenance of existing educational institutions 
in this field on such a basis as will permit them to turn out graduates at the 
customary rate. At the same time it requires new developments designed to 
expand enrollment in such institutions so as to meet currently unfilled demands for 
additional health personnel and to prevent even more serious future shortages. 

F 7 anci ul proble ms 

lhe testimony presente ‘d to the committee indicates that the in ae which 
produce our highly skilled physicians, dentists, public health officers, nurses, and 
related workers in the field of health are confronted with Seandial problems so 
critical as to seriously threaten their ability to provide » either the quality or the 
quantity of trained personnel essential to maintain the health of our people. So 
acute is this problem that some of these professional schools are in actual danger 
of closing down for lack of funds and akan all seem to need prompt financial aid 
to maintain their present programs without lowering the quality of instruction 
given 

While the costs of education in the health professions have risen, particularly 
in the specialized graduate fields, income from tuition fees has not increased 
comparably and other sources of income relied on in the past—gifts and endow- 
ments—have greatly diminished. Even State-supported institutions have felt 
the adverse effects of declining yield from endowments, while the needs of other 
programs have resulted in a highly competitive struggle for tax moneys. Such 
figures as are available show that tuition fees meet only a small share of the costs. 

It is estimated that in medical schools the annual costs per student average 
$2,200 as against an average of $500 a year per student received in tuition fees. 
For dental schools, the estimated average annual costs per student are $1,500 
while annual tuition income averages $450 per student. Schools of public health 
spend an average of $4,500 per student per year and receive annually only about 
$440 per student from tuition fees. The degree program schools of nursing spend 
about $800 a vear per student and receive an average annual amount of about $200 
per student from tuition. In basic diploma schools of nursing, instruction costs 
average about $300 per student per year as compared with an income from tuition 
that amounts to an annual average of $50 per student. No reliable estimates are 


————— 
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available for average costs of training and tuition payments for dental hygi 
and practical nurses. 

Many schools and universities are having to use up all emergency reserves and 
are dipping into capital to meet the operating costs of their medical, dental, public 
health, and nursing schools. The American Medical Association's (¢ 


nists 





l OUNnCLL O 
Medical Education and Hospitals ascertained from the medical schools, in an 
inquiry conducted in the summer of 1948, that these schools needed a minimum 
total of between $10,000,000 and $15,000,000 in additional funds to meet their 
operating costs for the fiscal year 1948-49. 

Other schools face similar situations in trying to bridge the gap betwee 5 
of instruction and tuition income. Although States and cal commu 
throughout the Nation have urgent need for more trained public healt ervice 
personnel, the financial problem is particularly acute in our schools of pul 
health where the average cost of instruction is nine or ten times ave 
come from tutition. Only two of the nine established schools of publie 
have any appreciable endowment; costs of instruction are high becaus 
small classes and highly individualized training. Recent! accredited 
was closed because of lack of support and a few years I r another 
was closed for the same reason. Estimated operating deficits of the se} 
year range from $50,000 to $290,000. 

These financial difficulties are reflected in the more immediatel; 
factors of curtailed te i staff, space, or equipment \\ | | 
expenditures for faculty salaries, construction, or equip! t, or for all thr 
purposes, most schools could expand enrollment only at the expe » of the a 
of instruction. 

The committee is convinced that no consequential increase in reve) e 
expected from an increase in tuition fees. Moreover, higher financial 
student would tend to hold down enrollment. In some fields, tuitior lread 
operate as a definitely limiting factor, and the wit: from the dental S 
believed that a sharp decline in enrollment was to be expected when the present 
educational program for veterans comes to an end. 

Personnel shortage s in the health pr ifessions 

Shortages in personnel exist in all the principal health profe ! \\ 
opinions of witnesses differed somewhat on the absolute magnitude of these 
shortages, all agreed that efforts to maintain and expand the present enrollment 


in educational institutions are urgently needed to meet present demands and to 
prevent even more serious future shortages. 

According to reliable estimates, the number of active professional hea per- 
sonnel in 1960 will fall seriously short of requirements in the various health fields 
under existing rates of graduation, retirement, and d ; 
personnel to population are to reach reasonable standards of adequacy based on 
conservative estimates of the effective current. demand for medical and health 
services, shortages in 1960 in some professions will be numbered in tens of thousands. 
These estimates take account of the existing and future needs for assuring adequat 


numbers of personnel in State and local health departments, for manning 


deat] If ratios f health 


I 








local hospitals and health centers being constructed in every State of the Union 
under the Hill-Burton Act, for staffing veterans’ hospitals, and for meeting needs 
of the Armed Forces and the Public Health Service for medical and allied personne! 


On an extremely conservative basis, efforts must be made to forestall a 1960 
deficit of at least 10,000 physicians, some 5,000 dentists, 100,000 professional nurses, 
9,000 graduates of schools of public health, and 2,000 sanitary engineers (in addi- 
tion to the public health engineers trained in schools of public health). More- 
over, a very substantial increase in the number of dental hygienists and practical 
nurses seems to atford the only feasible solution to the acute current shortages— 
and even more serious anticipated deficits—in the dental and nursing fields, 
particularly if our objective is to make any inroads on the accumulated backlog 
of dental needs and even approach the need for practical nurses to furnish hospital 
and home care services. 

These conservative estimates of shortages take no account of any increase in 
the effective demand for the services of private practitioners. Our expanding 
population and the increasing proportion of aged persons point to a sustained 
demand for more extensive services in the field of health. The present health 
manpower levels of the 12 best States are a practical indication of the numbers 
of trained health personnel needed for reasonably adequate levels of health services. 
If the Nation as a whole is to reach the level of these States by 1960 we shall have 
to overcome not the deficit set forth above but a still greater deficit of 42,000 
physicians, 23,000 dentists, and 163,000 professional and practical nurses, 
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Possibilities for ecpanding enrollment in the professional health fields 

A substantial increase in enrollment for all types of training is necessary if the 
deficits in health personnel indicated by even the lower estimates are to be cut 
down. At current rates, approximately 5,700 physicians are graduated annually; 
an increase of 8 percent a year for 7 years in freshman enrollment will be necessary 
to meet the lower estimate of the 1960 demand. Only about 2,700 dentists can 
be expected to be graduated each year under present conditions even with recent 
increases in enrollment; the number will have to be stepped up 7 percent a year 
to meet the deficit indicated for 1960. The number of graduates from schools of 
public health has increased from 119 in 1930 to 444 in 1948, but the estimated 
need for health service personnel means that annual enrollment in schools of public 
health should be increased by three or four times to graduate approximately 1,800 
a year by 1960. The number of graduate sanitary engineers must be doubled. 
In the field of nursing, total enrollments have decreased from a war peak of nearly 
130,000 to less than 90,000 despite vigorous recruiting efforts. To meet estimated 
needs for minimum nursing services of all kinds it would require annual average 
admissions for the next 10 years approximately as follows: 50,000 students for 
hospital schools of nursing; 8,000 students for university schools of nursing; 
10,000 students for advanced study; 15,000 students for practical nurse courses. 

There are no reliable estimates of the number of dental hygienists needed; like 
the practical nurses, they constitute a valuable supporting service and require 
brief and relatively inexpensive training. Of the 17 schools now training dental 
hygienists, 11 are associated with and partly staffed by dental schools, and the 
annual number graduated is approximately 450. 

The factors which limit possibilities for expansion differ with individual insti- 
tutions and with the type of school, but a basic difficulty for almost all institu- 
tions in all categories is their unstable financial position for even their current 
student load. Obviously there will be no significant expansion when every addi- 
tional student means an increased deficit or greater inroads on capital. 

Propriety of Federal assistance 

The committee is of the opinion that Federal financial assistance is peculiarly 
appropriate in the field of education for the health professions. The national 
interest in the health of the public is well established and has found concrete 
expression in many important Federal and Federal-State programs. Lack of 
trained health personnel everywhere presents an obstacle to their greater effective- 
ness. Important extensions and improvements of the programs in this field 
are under consideration which would put an even greater strain on our health 
personnel. To serve the country’s needs for training in these fields there are 79 
medical schools, 41 dental schools, 17 schools offering training for dental hygienists, 
1,215 State-licensed schools for professional nurses, 71 schools of practical nursing, 
9 schools or departments of publie health, and about 20 schools offering graduate 
degrees in sanitary engineering. From the limited number of schools in most of 
these fields and from their geographical distribution it is apparent that none of 
them performs a strictly local training fuction. They must each help to meet a 
regional, if not a Nation-wide, need for competent personnel for practice, for 
publie service, for research, and for teaching. They must also provide the required 
training opportunities for students from all sections of the country. We cannot 
expect State and local effort to meet these broader responsibilities unaided. 

A beginning must be made now. Many years of instruction and training are 
required to produce a qualified practitioner. It takes time to build facilities to 
increase training capacity. 


IV. Spectat ProgLteMs CONSIDERED BY THE COMMITTEE 


The committee found it necessary to give particular attention to a number of 
problems which because of their importance and complexity should be given 
special mention in this report. As a preliminary to the consideration of more 
specific problems the committee agreed upon a number of broad basic principles 
or policies to which it has adhered in resolving particular questions. There was 
no substantial difference of opinion among members of the committee or witnesses 
on these major principles and conclusions upon which the basie¢ policies of the 
bill are predicated. 

Five-year program 
Although there are acute shortages in a number of the professional health 


fields (and financial emergencies in many of the institutions training for the 
health professions) which warrant immediate action, there is not now available 
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adequate information upon which to construct a sound long-range program for 
financial assistance by the Federal Government. The committee therefore has 
limited the bill to a temporary program—for a 5-year period—which will relieve 
the present critical situation and allow time for the study and investigation neces- 
sary for the development of a program of greater duration. The bill also includes 
specific provisions for making such a study. 


Local support and responsibility 


i 


educational institutions. Each institution should remain free to develop its ow: 


educational pattern in accordance with its own concept of its historic: ul destiny 


The committee endorses the principle of local support and responsibility for 


its own philosophy of education, and the educational needs of the region withi: 
which it operates. The committee feels that continuation of Sennatal support 
from local sources, including nongovernmental contributions, is of the highest 


importance for both public and private institutions in the preservation of their 
institutional freedom and initiative and should not be jeopardized by the Federal 
contribution. It should supplement and not replace other normal institutional 
resources. 

The committee recognized that some schools have been forced in r 
to make inroads on capital, and that others, particularly dental se ay 
been forced to rely upon clinic earnings to an extent which has been damaging 
to the quality of their instruction. It agreed that a continuance of such practices 
was not desired. The committee also recognized that much of the past support 
of educational institutions has come from private gifts and endowments, con- 
tinuance of which depends on factors not within the control of the schools 
There was general agreement, however, on the principle of Federal supplementa- 
tion rather than replacement of funds from = sources. The preamble of the 
bill carries an express statement of this principle, which is spelled out in greater 
detail in section 374 (a) (2). The committee is of the opinion ths { 
ments, taken in conjunction with the ceilings established for total payments 
the ratios on which the specified amounts are based, should be sufficient to prevent 
withdrawal of support from these customary sources. 


Maintenance of quality and accreditation of schools 

While alleviation of the recognized shortages of manpower in the health pro- 
fessions is an ultimate objective of legislation in this field, that objective neces- 
sarily implies training of adequate quality, and the committee recognizes that 
maintenance of the quality of instruction is of primary importance at all stages 


of the program. Grants are therefore limited to accredited schools.!. The com- 
mittee believes that the professions themselves should remain the principal 
guarantors and protectors of the quality of instruction. The bill there ; re pro- 


vides for the accreditation of schools by recognized accreditins 
by the Surgeon General after advice and recommendation by the C scat Sucl 
bodies are already well established in all the health professions except nursil 
where several recognized accrediting bodies have recently been consolidated, 
This provisi ion permits sufficient flexibility in the administration of the aecredit- 
ing procedures to take care of possible future rivalry between professional groups 
At the same time it safeguards professional and academic control of instruction. 








Grants for costs of instruction 

While we must look to the projected survey for precise and accurate data on 
costs and the financial position of the schools, it was clear from the testimony 
at the hearings and from later discussions by the committee staff with the experts 
assisting them that most schools require financial assistance to maintain present 
enrollment. The estimates on cost and income have been reviewed in an earlier 
section of this report. In brief, they demonstrate that most schools currently 
operate under sizable deficits. 

There was general agreement among the witnesses, both at the hearings and 
the discussions with the committee staff, that there should be a basic Federal 
grant per enrolled student, with an additional payment for students representing 
an increase over past average enrollment. The bill follows this fundamental 
formula. 

Although it was clearly understood that any figures established for grants 
during the first 5 years of the program would be more or less arbitrary in the 
sense that they were not supported by adequate cost studies, much attention 





1 In S. 337, as herein reported, alternative methods of approval of schools have been included for diploma 
schools of nursing and schools of practical nursing. See discussion of the new sec. 372 (e) of the Public He valth 
Service Act below under pt. ITI. 
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was devoted to the necessity for arriving at amounts which would not impair the 
incentive to local support. It was concluded that while the basie grant needed 
to be large enough to take care of the present emergency situation it should not 
exceed a given percentage of the school budget. Therefore, the following working 
ratios were adopted: The basic grant to be approximately 25 percent of the 
average annual cost per student, the incentive grant to be twice that amount, 
and total payments not to exceed 40 percent of the school’s annual operating 
budget excluding costs of hospital operation, special training projects, and re- 
search projects. 

The basic grants are intended to help overcome most of the existing deficits, 
though there is some doubt, particularly in the public health field, whether they 
are high enough to accomplish this objective. A 50 percent ceiling on total 
Federal aid toward costs of instruction was suggested for simplicity of adminis- 
tration and computation and because the basic grant would, it was thought, amount 
to less than half of the average cost of instruction even in the poorer schools. 
Another recommendation was for a 30 percent ceiling, but that figure was dis- 
carded after thorough discussion of its adverse effect on poorer schools. The 
committee, after considerable discussion, agreed to place the ceiling at 40 percent 
of the costs of instruction, pending subsequent recommendations of the National 
Council on Education for Health Professions, based on its comprehensive studies 
of the financial condition of schools.” 

In providing for new schools, where no past average enrollment would be avail- 
able as a basis for the computation of the grant for increased enrollment, the 
committee concluded that all classes in new schools—since these represent a net 
increase in over-all training capacity—should be treated as increased enrollment. 
Similarly, 2-vear schools which became 4-year schools during this period would be 
treated as if their third and fourth year classes represented increased enrollment. 

The committee recognizes that sanitary engineers are important members of 
the public health team, and considerable evidence was received indicating a 
shortage of sanitary engineers and the need to stimulate the training of additional 
workers in this essential area. It was decided, however, not to include schools 
offering sanitary engineering at this time because of the difficulty of segregating 
the curriculum and cost of training sanitary engineers and because the present 
bill ineludes schools of public health, which give advanced training to public- 
health engineers. Although by this means these shortages may be partially 
alleviated, the National Council on Education for Health Professions should 
include a careful evaluation of this problem in its report to Congress provided 
for in section 3. The committee also agreed that graduates of accredited schools 
of optometry might play a role in relieving physician shortages and that this 
question should also be investigated by the Council. 

Practical-nurse training 


In considering a program for the assistance of practical-nurse training the com- 
mittee was faced with a situation of considerable complexity. Practical-nurse 
training is now being carried on by some State boards of vocational education as 
a part of the trades and industry training program, with some Federal financial 
assistance under existing legislation authorizing grants to States for vocational 
education. A supply of trained practical nurses is needed to supplement the 
activities of professional nurses. Trained practical nurses supplement and thereby 
extend the services of graduate nurses in general hospitals; in larger proportion 
trained practical nurses supplement and thereby extend the sery ices of professional 
nurses to those patients with long-term illnesses and to convalescents. Trained 
practical nurses are also needed to care for patients who, although not seriously 
ill, require care at home. In eases requiring long-continued care at home or in an 
infirmary, the availability of practical-nurse service can mean the difference 
between going without care or straining a family budget to the breaking point. 

The numbers of professional nurses needed depends on the availability of trained 
practical nurses. To attempt to meet the country’s entire need for nurses through 
training only professional nurses would require a much larger number of profes- 
sional nurses and would entail more expense in paying for their services and in 
paying the costs of their training. The plan to combine the facilities of vocational 
high schools with the clinical facilities in hospitals for training purposes uses to 
advantage established patterns of education. This Federal-aid program is admin- 
istered by the Office of Education, Federal Security Agency. Many people 
familiar with nursing education problems believe that vocational education courses 


2S. 337, as herein reported, adopts the 50 percent ceiling. See discussion of the new sec. 372 (b) of the 
Public Health Service Act below under pt. III 
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of less than college grade are the most effective means of providing this type of 
training. But, in a number of States, practical-nurse training receives insuflicient 
emphasis and financial support as a part of the general vocational education 
program. The committee concluded that a separate program h a separate 
appropriation, specific plan requirements and matc!l visions, and authority 
to use Federal grant money for a broader category of program costs, would be 
necessary in order to strengthen State programs for i 

At the same time there also exists a somewhat 
nurse training schools conducted by some hospitals and private institutions which 
would not be eligible for aid under the Federal-State vocational education program. 
The committee concluded that a program limited to eit] f traini titu 
tion would not utilize fully all facilities for the preparation of practical nurses. It 
therefore has included in this bill, along with the program of Federal finan 
assistance to strengthen State programs for practical-nurse training which wou 
be developed under State boards of vocational education, provision for Feder: 
grants to training institutions for costs of instruction for practical-nurse training 
similar to the grants for the professional health education and diploma-nurse 
training. 

















Grants for construction 


While the operation grants for costs of instruction would be availiable for 
maintenance and operation of facilities, including the acqui p i 
there was much testimony that the construction needs of n y schools were very 
great—both for replacement and for new building. Particularly in the case of 
dental schools, it was urged that a number are in a position where a choice must 
be made between replacement of facilities or curtailment of enrollment. § 
witnesses recommended that authorization of a construction program be post- 
poned until after completion of the survey. However, the representative : 
educational institutions felt that, even though only rough esti 
struction needs were now available, a start should be ma 
those schools whose needs are known. They pointed out tl { | 
time between the availability of construction funds and getting studer started 
and that with even a small appropriation some schools would be in a position to 


begin at once. Some of these schools were said to have d iled plans ready and 
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some part of the necessary construction money now availal 
The bill accordingly authorizes a program of construction grants to educational 























institutions in the he alth field not in excess cost ¢ pt . 
ect—with priority for projects having the er e in al riage 
of personnel, as where construction is neces exp n of currer 
enrollment or prevent i i il of pi t ent ( pro 
ects in areas where faciliti ther ‘xistent or inadequate. Althoug! e 
American Medical Association indicates that medical hools alone ne 1{)7,- 
000,000 for construction, the committee agreed on a total annual appropriat 
of $5,000,000 a year for 5 vears for all schools. s sma 
be inadequate, but it will give the Council a ba CX] ew orm 
of aid while surveving the need for a long-range prograt he grants uld be 
available mainly for minor rehabilitation and would m« e costs o 
construction of facilities of simple functional design. If a sche wants a more 
elab rate 8 vile of archité eture for esthet I? reasons yr’ oO wrmmonize Wi ( i 
structures, it will have to meet from other funds the addi il cos I i 

The committee and the consulting witness 3H ed bie Lite ot 
the grant authorized in this bill will establis} sctory \ ¢ 
between the institutions and the Federal nent on t a ( \ 
construction can go forward as the need for it is demonstrated, 
Grants for scholarships 

The committee included in the bill a program for sch t fter 
very careful consideration. Scholarships were felt to be immediately essential 
in only two fields, university and advanced training for nursing and public health 
Testimony, particularly that of witnesses representing the dental profession and 
the dental schools, however, indicated that scholarships would be needed fi 
recruitment purposes in other fields when education and training payme ndex 
the Servicemen’s Readjustment Act fall off. It was therefore decided to includ 





scholarships, to be awarded on the basis of ability and financial need, to applicants 
for education in all the health professions encompassed in this bill except in 





3S. 337, as herein reported, increases this amount to $10,000,000. See discussion of the new sec. 373 (a) of 
the Public Health Service Act below under pt. LIL. 
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diploma-school nursing and practical nursing,’ though the committee agreed that 
they should be made available only in fields in which the number of qualified 
applicants is insufficient to fill enrollment capacity. The National Council on 
Education for Health Professions, in the 5-year period to which these provisions 
would apply, would be charged with the responsibility of studying the extent to 
which equal opportunity to gain an education in the health professions is afforded 
all qualified applicants. 

In view of varying costs, both for maintenance and tuition, the committee has 
included no specific amounts in the bill, even as maximums for maintenance 
payments. Under the bill reported the question of whether the scholarships 
should be large enough to cover the entire needs of the student, would also be 
left for solution by the Surgeon General acting with the advice and recommenda- 
tion of the Council. Awards are conditioned upon acceptance of the applicant 
by the school of his choice, and on his ability and financial need. 

The committee unanimously agreed that financial need would be presumed 
when an employed person, as for example one working in a State or local health 
department, had to forego his salary while attending school. 

The committee’s decision to establish a Federal program for scholarships, 
rather than a program for grants to States, was based on the temporary character 
of the legislation proposed. It would be inadvisable to have the States establish 
machinery for administering a short-range program, which might be materially 
modified after the study and recommendations of the National Council on Edu- 
vation for Health Professions. 

Advisory Council 

The bill as reported provides for a National Council on Education for Health 
Professions. It would consist of the Surgeon General, and the Commissioner of 
FEdueation or his representative, as nonvoting ex officio members, and 10 mem- 
bers—not otherwise in the full-time employment of the Federal Government— 
who would be appointed by the President. The 10 members would be leaders in 
the fields of health, sciences, education, and public affairs, and three of them must 
be active in professional health education. 

The Council would have two functions: (1) to advise, consult with, and make 
recommendations to the Surgeon General on matters of general policy and ad- 
ministration, and (2) to report to Congress, by January 1, 1952, its reeommenda- 
tions for a long-range program of Federal aid based on its surveys of financial and 
related problems of education for the health professions. 

Technical committees of experts in medical, dental, nursing, public health, and 
osteopathic education would be appointed. These committees would furnish 
assistance in presenting to the Council facts and expert opinion in their respective 
fields. Hospital administrators would be represented on the technical committee 
for nurse education. 

The Council would assist and advise the Surgeon General on all major matters 
arising in the administration of the program and the Surgeon General would be 
required to obtain its advice and recommendations before issuing regulations, 
approving accrediting bodies determining priorities for construction grants or the 
amounts of scholarships, and like matters of major policy. It would be within 
the function of the Council to initiate action as well as to make recommendations 
upon request of the Surgeon General, and the Surgeon General would be required 
to include in his annual report to the Administrator a record of consultations with 
the Council, its reeommendations and his comments thereon. 

These provisions establish a flexible and effective working relationship between 
the Council and the Surgeon General. The committee is convinced that the 
effectiveness of the program will be greatly increased by providing the responsible 
administrative officials with the assistance of a small, active expert group of 
advisers who will participate in the development of the program on a continuing 
basis. 

A related problem to which the committee gave much thought was the 
character and composition of the body to which the study and survey functions 
should be entrusted. Some witnesses urged the advisability of conducting a 
survey with a broad field of inquiry, independently of the Council or of program 
operations. The majority were in favor of using the Council. Since any survey 
group established by this bill could appropriately be charged only with inquiring 
into questions necessarily involved in the development of a sound continuing 
program of Federal financial aid to education in the health professions, the 
committee accepted the recommendation of the representatives of the medical 


4 This exception has been eliminated in S. 337, as herein reported. 
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educational institutions that the Council be made responsible for actively assisting 
in the organization and direction of the study and the formulation of the resulting 
recommendations to Congress. There could thus be made available all the services 
and facilities of the Public Health Service and the Federal Security Agency but 
the Council would have a major responsibility for reviewing and evaluating its 
operations. Here again the committee believes that it has arrived at a flexible 
and workable solution of the problem of obtaining the participation of independent 
objective experts without undue sacrifice of admifiistrative responsibil ity and 
efficiency. 

Present needs 

Since the Congress last considered this measure a world crisis has 
arisen and we are in a national emergency. Prior to our participation 
in the United Nations’ action in Korea there was already a serious 
deficiency in manpower in the health professions. Now we are 
confronted with immediate military requirements for physicians, 
dentists, and nurses far in excess of that anticipated less than a 
year ago. 

As of the middle of 1950 there were about 180,000 physicians, 
80,000 dentists, and some 322,000 registered nurses in active practice 
There were at that time about 6,200 physicians, about 1,600 dentists 
and over 6,500 nurses in military service. The Armed Forces have 
announced that by the end of the current fiscal year they will need 
17,500 physicians, or an additional 11,300 physicians to service a 3.5- 
million armed force strength. Obviously, the withdrawal of 11,000 
physicians from civilian life will mean that millions of people will 
lose their doctors and have to seek service from others already over- 
burdened by their current patient load. Lor a military streng 
oi this size it may be anticipated that the Armed Forces also will 
need by the end of the fiscal year approximately 7,000 dentists and 
approximately 21,000 nurses. 

The volume of medical services required by the civilian population 
will pot be reduced materially by the induction of additional men into 
the Armed Forces. The young men who will be inducted for ‘the 
Armed Forces in the immediate period ahead are among the healthiest 
of our population and thus do not as civilians make extensive use of 
our medical resources. ‘Thus there will be no corresponding decrease 
in health profession personnel required to staff our hos pti als and to 
provide other essential services for our civilian popul: as On the 
contrary, civilian needs are augmented by the defense effort. This 
is sendils apparent in the situation confronting the Veterans’ Admin- 
istration. On the one hand, that agency finds that more than 50 
percent of its physicians are in the Reserve and subject to call by 
the armed services. On the other hand, and at the same time, the 
Veterans’ Administration already has two complete hospitals con- 
structed, supplied, and equipped to meet existing needs of war- 
wounded veterans, but which hospitals cannot be opened because 
the agency cannot get the necessary medical staff. Moveover, prepa- 
ration for civilian defense and strengthening of local public health 
units throughout the Nation will call for increased manpower in the 
health professions. Centers of defense production, cantonment areas 
agricultural areas using migrant labor, and areas designated to be of 
critical importance from the standpoint of civil defense authorities 
will require added health services. Additional health manpower will 
be needed to gain a marked expansion of our labor force by utiliza- 
tion of persons not now working because of age, disability, and family 
S. Rept. 95, 82—-1———-2 
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responsibilities. Our international health activities will require in- 
creasing numbers of personnel trained in the health professions. 
These and other augmented requirements by the end of the current 
fiscal year may be further increased if our Armed Forces and military 
production are stepped up. Thus, the shortages in professional health 
manpower, which were gonsidered grave by your committee in 1949, 
have become more acute and immediate. 

While freshmen enrollments in approved medical and dental schools 
reached record levels in the past 2 years, this growth will not be 
sufficient to meet the adi le d military and civilian requirements arising 
out of the military effort; nor will it be adequate to reduce the short- 
ages and inadequacies for civilian services found to exist by this con- 
mittee in its report on S. 1453 of the Eighty-first Congress. 

ag sac a in schools of nursing in 1949-50 were at a peacetime 
peak, but they were below World War II levels. They must be raised 
so that nursing school graduates approach the World War II level. 

Since this committee made its report on S. 1453 to the Senate, the 
results of an extensive survey of medical school finances have become 
available. This survey related to the financial operation of medical 
schools in the fiscal year 1947-48. Average instructional expenses 
per student in 4-year medical schools were found to be $2,285, an 
amount substantially the same as the $2,200 estimate per student 
cited by the committee in its re port on S. 1453. 

Nearly all the medical se -hools surve ‘yed by the Committee on Medi- 

al Se hool Grants and Finances appointe :d by the Surgeon General of 
the Public Health Service, including the well-established and pre- 
sumably well-financed schools, reported that in the aggregate the “Vv 
needed additional operating funds totaling $40,000,000 a year to meet 
existing functions adequately. The deans of the medical schools in 
this survey estimated the increase in freshmen enrollment which could 
result if plans for expansion reported to be under consideration in 
1948-49 could be carried through; these increases aggregated 1,400 to 
1,475 freshmen students in the 55 schools reporting plans for increased 
enrollment. However, the deans who reported planned increases esti- 
mated that these increases would require an expenditure of about 
$244 ,000,000 for construction and an additional $18,000,000 for oper- 
ational funds. 

Since the period covered by the survey on medical school grants and 
finances, the costs of medical education have risen substantially. ‘The 
American Medical Association in its re port, Medical Education in 
the United States and Canada, indicated that the budgets of medical 
schools in the United States for the academic year 1950-51, after 
making appropriate corrections for changes in number of sc schools and 
methods of budgetary reporting, were 42.4 percent above budgets for 

1947-48. Compar: able cost increases have occurred in other fields of 
professional health education. 

To summarize the need for action, we would note that even before 
the outbreak of Soviet-inspired hostilities in the Far Kast, the Senate’s 
Committee on Labor and Public Welfare, on the basis of its own inde- 
pendent and thorough study of this situation, had come to the 
unanimous conclusion that legislation along the lines of S. 337 was 
necessary even if our only concern was to maintain the number and 
the quality of individuals being trained in the health professions. 
Subsequently, the President of the United States, having pointed 
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out that “this Eighty-second Congress faces as grave a task as any 
Congress in the history of our Republic,” told us that in his opinion 
1 of the 10 subjects on which legislation was imperatively needed to 
further the Nation’s mobilization job concerned “* * * means 
for increasing the supply of doctors, nurses, and other trained medical 
personnel critically needed for the defense effort.” Now, having 
again reviewed the situation, your committee, whose members repre- 
sent every section of the country, as well as both political parties, 
and which is fully aware of its grave responsibilities, is unanimous in 
reporting its belief that, in view of the current situation and in con- 
sequence of the intensified manpower problem in the health profes- 
sions and of the increased costs of training, prompt and favorabl 
action on this measure is essential. 


Il. Summary or Basic Provisions or Bru 


In summary, S. 337, as reported, would— 

First, authorize a program of Federal grants to approved educational 
institutions in the fields of medicine, osteopathy, dentistry (including 
dental hygiene), nursing, and public health (including hospital ad- 
ministration) to assist in meeting costs of instruction, to provide 
means and incentive for increasing enrollments, and to aid in the 
improvement and expansion of existing facilities and in the establish- 
ment of new schools; and 

Second, authorize a program of scholarships to be awarded to 
qualified students, selected on the basis of ability and financial need, 
in fields in which there are not enough qualified applicants to fill 
enrollment capacity in accredited schools; and 

Third, authorize a program of Federal grants to States for assistance 
in the development of programs for practical-nurse training under 
approved State plans administered by State boards for vocational 
education. 

The annual sppropriations required for grants to educational insti- 
tutions for instruction costs would depend on the volume of enroll- 
ment and enrollment increases in the various schools. The amounts 
appropriated for construction grants and scholarships would be deter- 
mined by Congress each year on the basis of estimates of proven need, 
but in the case of construction could not exceed $10,000,000 for any 
fiscal year. An annual appropriation of $2,500,000 is authorized for 
grant purposes for the State-Federal practical-nurse training program. 

Except for the State-Federal program for practical-nurse training, 
which would be administered by the Commissioner of Education, 
administrative responsibility at the Federal level would be assigned 
to the Surgeon General of the Public Health Service, who would have 
the assistance of a National Council on Education for Health Pro- 
fessions, appointed by the President, with which he would be re- 
quired to consult on ‘the establishment of regulations and all other 
major questions and whose recommendations he would be required to 
report to the Congress. 

It is spec‘fica’ly provide? that the Lill shell net be construed 
authorizing any iederai conirol over ihe curriculum or administra- 
tion of any school, or the admission of applicants thereto, or the 
exercise of any influence upon a scholarship holder’s choice of a course 
of training or study, or of the educational institution he will attend. 








12 AID TO MEDICAL EDUCATION 


III. ANAtysts oF THE Britt Wira EXPLANATION OF CHANGES 


For purposes of clarity the bill as reported by your committee 
strikes out all after the enacting clause of the original bill and sub- 
stitutes new matter. Detailed explanation of particular amend- 
ments is made in connection with the discussion of the individual 
sections to which the amendment relates. Major changes from the 
bill passed by the Senate in the last Congress (S. 1453) are also 
indicated. 

Purposes 

Section 2 of the bill would amend title III of the Public Health 
Service Act (42 U.S. C., ch. 6A, subch. IT) by the addition of a new 
part H, to be entitled ‘‘ Assistance for the Education of Professional 
and Other Health Personnel.’? Thus, the general provisions of that 
act, such as the definition of “State” in section 2 (f) (including Alaska, 
District of Columbia, Haw aii, Puerto Rico, and the Virgin Islands), 
and the general administrative provisions in title II, would be appli- 
cable to operations under the new part H. 

The objectives of this part are stated in the new section 371 of the 
Public Health Service Act. These are: (1) To assist and encourage 
the training of adequate numbers of persons in the medical, nursing, 
dental, dental hygiene, hospital administration, and public health 
professions by (a) payments to schools to assist in meeting the costs 
of instruction, and (6) grants for the construction and equipment of 
new schools and the improvement and expansion of present facilities; 
and (2) to assist in the alleviation of personnel shortages by (a) 
providing scholarships, to be awarded to qualified students undertak- 
ing training in these fields, and (6) by providing for the recruitment 
of students for the nurse training for which aid is authorized. 

The program of Federal assistance proposed is intended, not as 
a substitute for the financial and other responsibilities of the States, 
the local communities, and of the educational institutions themselves, 
but as a supplemental source of income made available in recognition 
of the important public service performed by such institutions and 
in order to remove in part the financial obstacles to their greater public 
usefulness. ‘The committee believes that with financial assistance of 
the kinds and in the amounts proposed, the schools will develop 
educational and training programs of the size and scope needed to 
meet regional and national requirements, both for trained personnel 
and for educational and training opportunities for qualified students. 
Payments to schools for costs of instruction 

To assist in meeting the costs of instruction, section 372 would 
authorize the payment to the schools of a specified annual sum per 
student, with an additional sum per student for the number of stu- 
dents representing an over-all increase over average enrollment dur- 
ing the three fiscal years 1949-51, to approved public or nonprofit 
institutions offering courses leading to a degree in medicine, osteo- 
pathy, or dentistry, to a graduate degree i in ‘public health (including 
a degree in hospital administration), to a degree or diploma in dental 
hygiene or nursing, or to a certificate or diploma as a practical nurse. 

Hospital administration is offered by schools of public health. 
Its specific mention in the public-health category is for purposes of 
emphasis alone. 
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Since the program established by the bill is a temporary one, 
section 372 (a) authorizes appropriations only for the remainder of 
this fiscal year and for the five succeeding fiscal years. 

Subsection (b) of section 372 sets forth the amounts per student to 
be paid to each school for each of the fiscal years. For each year the 
amounts would be: 


Annual Federal grant per 
student 


School 
Additional 
Basic amount! incentive 
amount 
Medicine. aepepathy os Feehan cate g ed A $500 $500 
Dentistry andebh tea E ccmaste ; ae ae ‘i a 4100 100 
Dental hygiene. “ : a a a ed ae duen t nice Sa 150 150 


Nursing 
Degree school (basic training) . ......-.....---- ; ‘ ta 200 200 
Degree school (advanced training) -.--.--- 


FE aR a Re eS 100) oO 
Diploma school... - ne et a <2 : Ss 150 100 
Practical nursing............- pes ears et ae oa 100 50 

Public health cael ok leenaceata 7 = noe 1, 000 1, 000 


As originally introduced (and as provided by S. 1453), S. 337 would 
have provided for payments to university or sc irc ee schools 
of nursing which provided advanced training for a post-baccalaureate 
degree at the same rate as to a university or college-controlled school 
providing basic training for a baccalaureate or higher degree. As 
amended by the committee, the rate of payment for advanced training 
leading to a post-baccalaureate degree has been raised to $400 for 
the basic amount, with an additional incentive amount of $400 for 
vach student enrolled in excess of average past enrollment, thus 
recognizing the higher costs of advanced training. 

Section 372 (c) establishes the method for determining the number 
of students with respect to whom the additional incentive payments 
would be made. As indicated above, these payments would be 
made with respect to the number of students by which the school’s 
enrollment exceeded its average past enrollment. The number of 
students to be counted as “in excess of average past enrollment” 
would be computed on a class-by-class basis, but for each class beyond 
the first-year class the number of students so counted would be 
limited to the number so counted in the preceding year in the next 
lower class, and the number which could be counted in the first-year 
class would be limited to 30 percent of the average past enrollment 
in that class. The intention is to encourage schools offering training 
in the health professions to expand their personne! and facilities so as 
to educate more workers in those fields; once the enrollment had been 
increased and counted as new enrollment, the increment would be 
earried through the remaining years of training on that basis. In 


the fields of dental hygiene and practical nurse training, which are 
short courses, payments for costs of instruction are limited to the 
first 2 years of training and the first year of training, respectively. 


Thus for example, in the fiscal year 1952, payment of the addi- 
tional incentive amount would be made on account of students in 
the first-year class who represented an increase over average first-year 
enroliment in the base period 1949-51. Beginning in fiseal 1953 
payment would also be made for the second-year students in excess 
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of average second-year enrollment during the base period but not in 
excess of the number of students counted in the preceding year as 
excess first-year enrollment. In fiscal year 1953 payment ‘would be 
made for third-year enrollment, as well as for the first- and second- 
year classes, computed as excess over average past third-year enroll- 
ment but not exceeding the number of students counted as excess 
second-year enrollment the year before. 

Average past enrollment would be computed on the basis of average 
enrollment in each class during the three fiscal years 1949-51, except 
that any year during which a school did not provide a given-year 
class of training would be excluded in cale ulating its average past 
enrollment for that class. In the case of new schools starting after 
fiscal year 1951, enrollment in each year class would be considered 
new sanelieet and payments for all students in that class would be 
made at the higher rate. Similarly, 2-year schools which became 
4-vear schools during this period would be treated as if their third- 
and fourth-year classes represented increased enrollment. 

For all types of schools, payments would be made only on account 
of full-time students regularly enrolled for the first semester or other 
school term commencing after the beginning of the fiscal year, for the 
period of training customarily provided in the fiscal year. Most 
‘stitutions offering training in the health professions customarily 
operate on an academic year of approximately 9 months. Some pro- 
fessional schools operate on a four-quarter basis and so offer a longer 
period of instruction in the fiscal year than is customary. To take 
care of situations of this sort, where an approved school offers periods 
of equivalent training greater or less than or different from that cus- 
tomarily provided by schools of the same class, there is specific author- 
ization to include in the regulations provision for determining the 
school’s enrollment for any fiscal year in such manner as to take into 
account the different rate at which or period during which its students 
are trained. Payments would not be made on account of students 
doing postgraduate work in medical, osteopathic, and dental schools. 

Total payments under this section to any school (exclusive of 
payments used for scholarship aid by schools of nursing) for any 
fiscal year may not exceed 50 percent ‘of its total costs of instruction 
for that year. The costs of instruction, for which these payments 
may be used, are defined in section 372 (a) as costs of establishing, 
maintaining, and enlarging staff and of maintaining and operating 
facilities, including the acquisition of equipment. Costs of hospital 
operation, costs of research projects, and costs of special-training 
nee outside the regular curriculum and financed by specific 
public or private grants are to be excluded in computing a school’s 
total costs of instruction for the purpose of determining the 50- 
percent maximum, although the payments made might be available 
for use by the school for such purposes if they fall within the definition 
of costs of instruction in section 372 (a). 

S. 1453 (the predecessor bill in the 81st Cong.) provide od for a 
40-percent maximum for total payments under section 372 to any 
one school. S. 337, as introduced, provided for a 50-percent ceiling 
on instructional grants. The committee has retained the higher 
ceiling. In the year and a half since this measure was last con- 
sidered, costs have increased while school income has remained 
comparatively stable. 
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Another amendment would authorize the Surgeon General to permit 
all types of nursing schools to use part of the payments under section 
372 for scholarship aid for students. The bill as introduced (and 
S. 1453) limited the use of costs of instruction payments for scholar- 
ship aid to diploma schools and schools of practical nursing. 

Section 372 (e) spec ifies the conditions of eligibiliiv for the various 
types of schools, including departments and similar administrative 
units within educational institutions and hospitals with nurse- 
training programs. This subsection was revised to provide for alterna- 
tive methods of approval for participation in the program in the case 
of diploma schools of nursing and private schools of practical nursing 
Under the original section 372 (e) any public or nonprofit private 
school would have been eligible to receive payments if it had been 
approved or accredited by a recognized accrediting body or bodies 


approved for the purpose by the Surgeon General after obtaining the 
advice and recommendations of the National Council on Education 
for Health Professions. These provisions have been retained for all 
schools except diploma schools of nursing and schools of practical nurs- 
ing. Thus, except for these on the major responsibility for the 


I . 
control of quality will continue in the recognized acer diting bodies. 


Alternative approv: al proce aieaas have been provided for the e diploma 
schools of nursing and the schools of practical nursing because the 
professional accreditation program in the field of nurse training is 
still in the developmental stage. The present provision, therefore, 
is that a diploma school of nursing will be eligible to receive payments 
(1) if it is approved by a State agency authorized to approve di ploma 
schools of nursing, or (2) if, in a State which has no such agency, it 
is designated by the appropriate State agency as a pe Fa whose 
graduates are eligible to take the examination for lice ‘ensure to practice 
as a registered nurse or for registration as a nurse; and a school of 
practical nursing will be eligible to receive payments 1) if it is ap- 
proved by a State agency authorized to approve schools of prac tical 
nursing, (2) if, in a State where there is no such agency, it is desig 
nated by the appropriate State agency as a school whose graduates 
are eligible for licensure as a practical nurse or eligible to take the 
siaabaaies for licensure as a practical nurse, or (3) if, in a State 
having neither of these State agencies, it is approved or accredited by a 
recognized body approved by the Surgeon General after he has 
obtained the advice and recommendation of the Council. 

The new section 374 (a) of the Public Health Service Act also con- 
ditions payments upon the filing of an application containing adequate 
assurances that the school will continue to provide reasonable oppor- 
tunities for the admission of out-of-State students, will submit reports 
reasonably required by the Surgeon General to carry out his functions 
under the new provisions, ‘ak a make every reasonable effort to 
maintain its income for operating expenses from non-lederal sources. 


Grants for construction and equipment 


Section 373 would authorize grants for construction and equipment 
representing up to 50 percent of the total costs of approved projects 
for the establishment of new schools or improvement or expansion of 
existing facilities. Since the program established by the bill is of 
emergency character, appropriations are authorized only for this fiscal 
year and the next five fiscal years, but with amounts appropriated 
being available for the year in which appropriated aad the next 2 
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years in order to allow for completion of the projects for which grants 
are made from such amounts. 

As reported, section 373 (a) would authorize annual appropriations 
of $10,000,000 for construction. The annual sum proposed in S. 1453 
was $5,000,000, and S. 337 as introduced would have authorized an 
annual appropriation of $25,000,000 for construction grants. The 
committee recognized that the original authorization was inadequate 
(as indeed did the earlier report on S. 1453) but felt considerable 
misgiving about authorizing the larger amount. The question of 
construction grants must be viewed in the light of all prospective 
essential uses for critical building materials and in the light of the 
comparative time required to obtain additional training capacity 
by completely new construction or by expansion of existing facilities. 
It is further understood by the committee that not all the facts needed 
for the development of a comprehensive and sound program of con- 
struction are immediately available. Accordingly, your committee 
felt that the surveys and studies to be undertaken by the National 
Council on Education for the Health Professions (as provided in 
sec. 3) should be completed before any policy of large grants for con- 
struction is established. 

Grants for construction would be approved in the order of their 
estimated value or importance for the alleviation of personnel short- 
ages, but priority in the making of these grants for construction would 
have to be given to areas which lack facilities completely or have only 
inadequate facilities. If the project. is for construction or expansion of 
a teaching hospital, it would also nave to be either approved undui 
title VI of the Public Health Service Act (the Hospital Survey and 
Construction Act) or approvable under that title except for priority 
requirements or the absence of available funds under the State’s 
allotment. Payments for teaching hospitals would be made from 
funds appropriated for the purposes of this section and not from funds 
appropriated for purposes of title VI, although they would be made 
inthe amounts and in accordance with the conditions and procedures 
(including the recapture provisions) established for title VI projects. 

Under section 374 (b) grants would be made only upon the filing of 
an application containing adequate assurances that the school would 
for 10 years following completion of the construction project (1) be 
operated as a public or nonprofit mstitution, (2) be approved, ac- 
credited, or designated as required for the receipt of payments pur- 
suant to section 372, and (3) provide reasonable opportunity for the 
admission of out-of-State students. 


Payments to schools; withholding or recapture of payments 

Subsection (a) of the new section 375 of the Public Health Service 
Act, as added by the bill, provides for payment by the Secretary of the 
Treasury to the schools of amounts certified by the Surgeon General 
for their costs of instruction or for construction projects. 

Whenever, after reasonable notice and opportunity for hearing, the 
Surgeon General finds that a school has failed to carry out any of the 
required assurances or to comply with regulations, he is directed (by 
sec. 375 (b)) to notify the school and to withhold further payments 
until he is satisfied that there is no longer, any such failure. Uf, in the 
case of a grant for construction (other than for a project which con- 
stitutes a ‘‘hospital’’), there is a failure within 10 years of completion 
of the project to carry out the required assurances, the United States 
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is to be entitled (under sec. 375 (c)) to recover from the owners the 
same percentage of the then value of the facility as the percentage of 
the total cost for which grants were made under the bill’s provisions. 
The then value of the facility would be determined by agreement of 
the parties or by suit in a district court of the United States. 
Scholarships 

The new section 376 of the Public Health Service Act, as added 
by the bill, authorizes appropriations for scholarships in the fields of 
medicine, osteopathy, dentistry, dental hygiene, nursing, and public 
health. Again, since the program estab lished by the bill is of an 
emergency ni \ture, appropriations are authorized only for the current 
fiscal year and the eight succeeding fiscal years. While this is for a 
period of slightly in excess of 8 years instead of slightly in excess of 
5, as is provide .d in the case of appropriations for grants to the schools 
for their costs of instruction and for construction, it has in effect the 
same duration since no scholarship may be awarded for any course 
of study or training to be begun after the school year which commences 
in the fall of 1955. 

Section 377 of the Public Health Service Act, as added by the bill, 
provides that the Surgeon General, after obtaining the advice and 
recommendations of the Council and after considering the relative 
need for scholarships in each of the professional health fields, shall 
determine the portion of the appropriation for each fiscal year which 
shall be available for scholarships in any particular field of health 
education. It is provided, however, that scholarships will be awarded 
only in fields in which there are not enough qualified applicants to 
fill enrollment capacity in the approved or accredited schools. The 
bill as introduced (and S. 1453) would not have authorized scholarships 
for training at diploma schools of nursing or schools of practical nurs- 
ing. This limitation has been removed from the bill as reported. 

The new section 378 of the Public Health Service Act provides that 
the selection of appointees to the scholarships shall be made on the 
basis of ability and the extent to which financial assistance is necessary 
to enable qualified individuals to pursue the course of study or train- 
ing for which the scholarships are awarded, and on the basis of such 
other factors as are appropriate to carry out the purposes of the new 
program. ‘To the extent practicable, the selection of appointees for 
the scholarships is to be made in a manner which will tend to result 
in a wide distribution of appointees among the States. 

Scholarships are to be awarded only upon certain conditions. 
Section 379 (a) of the Public Health Service Act, as added by the bill, 
provides that the appointee may hold his scholarship only so long as 
his work continues to be satisfactory, according to the regularly pre- 
scribed standards and practices of the educational institution which 
he is attending. Section 379 (b) prohibits the awarding of a scholar- 
ship to any individual for any period that he is receiving education 
and training under the GI bill of rights. The awarding of the scholar- 
ships is also conditioned upon acceptance of the appointees by ac- 
credited or approved schools providing the training for which the 
scholarships are awarded. 

Scholarships awarded under the new provisions of the Public Health 
Service Act would include the cost of tuition and fees customarily 
charged by the school, the cost of books, uniforms, and equipment 
not customarily furnished without charge by the school, and such 
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amount for maintenance as may be determined by the Surgeon 
General, with the advice and recommendations of the Council, for 
each school; and the scholarship would be awarded for a period of time 
not in excess of that customarily required for completion of the 
standard course offered by the school (sec. 380). In addition to 
some differences of a technical nature, the bill as introduced (and S. 
1453) did not authorize payment for the cost of uniforms. Since 
uniforms may be required of some of the scholarship holders it was 
thought desirable to make this change. 

Special projects and recruitments for nursing 

The new section 381 was not in the bill as introduced (nor was it in 
S. 1453). Its duration, like the duration of the program relating to 
grants to schools for the cost of instruction and for construction, would 
end with the fiscal year ending June 30, 1956. For each year during 
this temporary pe riod, appropriations would be authorized to enable 
the Surgeon General to conduct, or make grants to appropriate tax- 
exempt public or nonprofit institutions or organizations for the con- 
duct of, research, demonstrations, intensive courses, and workshops 
with respect to nursing services and nursing education. 

During this same period, subsection (b) of the new section 381 
would authorize the appropriation of funds necessary to enable the 
Surgeon General, with the advice of the Council, to recruit students 
for nurse training in sufficient numbers to carry out the purposes of 
the new legislation. In performing these functions the Surgeon 
General would be authorized to purchase, prepare, and exhibit motion 
pictures, to use television, newspapers, and other media of communi- 
cation, and to take such other measures as he deems appropriate; and 
he could perform these functions either directly or through contracts 
with appropriate public or private agencies, organizations, or indi- 
viduals. During World War II measures for the recruitment of stu- 
dents for nurse training were found necessary and of great value. In 
view of the present emergency and the great shortages of adequately 
trained personnel in the field of nursing, similar authority was thought 
desirable. 

Regulations 

The new section 382 of the Public Health Service Act provides that 
all regulations relating to payments to the professional health schools, 
and related to scholarships, may be made by the Surgeon General 
only after obtaining the advice and recommendations of the National 
Council on Education for Health Professions. 

Limitations on Federal control 

Section 383 specifically prohibits Federal interference with or con- 
trol over the curriculum or administration of any school or the admis- 
sion of applicants thereto, except in the few instances in which the 
bill carries specific requirements on this score, e. g., the provisions 
requiring reasonable opportunity for out-of-State students to gain 
admission. The Surgeon General is also precluded from exercising 
any influence over scholarship holders or applicants in their choice of 
educational institutions or of the courses of training they will under- 
take. 

National Council on Education for Health Professions 


Section 3 of the bill as reported would amend section 217 of the 
Public Health Service Act to add a new subsection (d) establishing a 
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National Council on Education for Health Professions which would 
assist and advise the Surgeon General in the administration of the 
program authorized by the new part H. Its advisory functions cover 
both the program for grants to educational institutions and the award- 
ing of scholarships. 

The Council would consist of the Surgeon General and the Com- 
missioner of Education, as nonvoting ex officio members, and 10 
members, not otherwise in the full-time employment of the Federal 
Government, to be appointed by the President. The 10 appointed 
members would be chosen from among persons who were leaders in 
the fields of health sciences, education or public affairs and three of 
them are required to be selected from persons active in the fields of 
professional health education. Since the progr: am contemplated by 
the bill is of only temporary duration, they would be appointed for a 
5-year period. The Council would elect its own chairman. 

The bill also directs appointment, by the Surgeon General with the 
approval of the Administrator, of special technical advisory commit- 
tees in each of the fields of medical, osteopathic, dental, nursing, and 
public health education to assist him in the discharge of his responsi- 
bilities. Each such committee would be required to consist of experts 
in the field concerned and the technical committee on nursing educa- 
tion would include at least one in the field of hospital administration, 
It is understood by the committee that, to be really representative, 
the technical committee on nursing education should include qualified 
individuals engaged in the practice of nursing, in the fields of public 
health nursing, nursing service, and nursing education, as well as 
representatives of university and hospital schools of nursing. The 
appointment of such other special committees as may be useful is 
authorized. 

Appointed members of the Council and of the technical and advisory 
committees would receive compensation at rates to be fixed by the 
Administrator, but not in excess of $50 a day, and would be entitled 
to an allowance for travel and subsistence. 

In addition to giving the Council general advisory and consultative 
functions, the new section 217 (d) of the Public Health Service Act 
requires the Council to transmit to the Congress, within 2 years after 
the date of enactment of the bill, its recommendations concerning the 
extent and nature of support of education of professional and other 
health personnel which the Federal Government should make available 
in order to provide the health personnel nenenrs to meet the health 
needs of the people. For this purpose the Council would be authorized 
to conduct surveys and studies, including those relating to the financial 
condition of the schools providing pre fessional health education and 
their ability to m: uinte vin and expand student enrollment, and including 
studies relating to the extent to which equal opportunity is afforded all 
properly qualified students to obtain an education in the various health 
professions. 

In performing its functions, the Council would be authorized to 
utilize the services and facilities of the Public Health Service and to 
procure available information and services from other Federal agencies. 
It would also be authorized to employ personnel itself and to contract 
with other agencies, organizations, and individuals for any services or 
supplies it found necessary. 


ic 
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IV. Vocationat Epucation In Practicat NursING 


Section 4 of the bill would amend the Vocational Education Act of 


1946 (60 Stat. 775) by the addition of a title Il containing a separate 
vocational education program for practical-nurse training. 


Purpose of new provisions and authorization of appropriations 


An annual appropriation of $2,500,000 and necessary amounts for 
administration are authorized under the new title II for the purpose 
of assuring more adequate funds for assisting the States in the training 
of practical nurses in the public school program of vocational educa- 
tion. ‘This program would also be temporary, although it would con- 
tinue until June 30, 1959, instead of ending in 1956. In general, the 
Federal grant money might be used to meet the same kinds of pro- 
gram costs as the appropriations for the Smith-Hughes and George- 
Barden Acts, and in addition would be available for travel expenses 
of students taking practical nurse training in a hospital outside the 
community in which the school is located, initial alterations of public 
buildings (not to exceed $2,500 per training unit), for acquisition, re- 
pair, and maintenance of necessary equipment, for promotion of the 
program and recruitment of teachers and students, for costs of oper- 
ating necessary buildings, and for payments to public or nonprofit 
hospitals for costs of supervised training experience afforded trainees 
in such hospitals. 

For purposes of this program Alaska, Hawaii, Puerto Rico, the 
Virgin Islands, Guam, the Canal Zone, and the District of Columbia 
are included in the term “State,” and “practical nurse”’ is defined as 
a person “trained to care for subacute, convalescent, and chronic 
patients under the direction of a licensed physician or under the 
supervision of a registered professional nurse, or to assist a registered 
professional nurse in the care of acute illness.”’ 

State plan requirements 

In order to participate in this program the new section 202 (a) of 
the Vocational Education Act of 1946 would require a State to 
submit, through its State board for vocational education, and have 
approved by the Commissioner of Education of the Federal Security 
Agency, a State plan for practical-nurse training. ‘To be approved 
a State plan would have to provide (1) that training would be given 
under public supervision or control; (2) that its purpose would be 
to fit individuals for useful dasaatial as practical nurses; (3) that 
it would be of less than college grade and designed to fit the needs of 
persons over 17 (changed from 16 in the original bill and S. 1453 in 
order to assure more mature students) entering or entered upon the 
vocation of practical nursing; (4) that it would include practical 
training, instruction, and supervised experience as necessary to meet 
the minimum requirements of State licensing laws or, in States with- 
out licensing laws for practical nurses, adequate standards for such 
training and instruction established by the State board; (5) that 
teachers of practical nurse courses would have the minimum qualifi- 
cations for teachers of such subjects determined by the State board 
with the approval of the Commissioner of Education; (6) that if 
in-service training is given for teachers, supervisors, and directors of 
practical-nurse training, such training shall be given under the 
auspices of the State board and only to persons having adequate 
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experience as a registered nurse (in the bill as introduced and in 
S. 1453 the availability of training for this purpose was required: 
this provision was changed in order to remove any implication that 
the States were to Set up institutions for technical or preparatory 
training); (7) for duties and qualifications for teachers, teacher- 
trainers, supervisors, and directors and plans for the supervision and 
direction of practical-nurse training; (8) for an advisory council of 
not more than 10 or less than 6 persons, to include at least 2 registered 
nurses, @ practical nurse if a graduate of an approved practical-nurse 
school is available (this was not in the bill as introduced or in S. 
1453), a physician, an educator, a consumer representative (not in 
the introduced bill), and a hospital administrator: (9 that the State 
treasurer shall be custodian of funds paid to the State and shal] 
make payments therefrom only on requisition by the State board to 
approved schools entitled to receive payments under the State plan; 
(10) evidence satisfactory to the Commissioner that compliance with 
the Federal requirements is authorized under State laws: (11) that 
the State will make the required annual reports to the Commissioner: 
and (12) that the State board has the authority hecessary to carry 
out the State plan and cooperate with the Commissioner in the 
administration of the program authorized in title IT. 

Allotments and payments to States 

Section 204 (a) establishes the method of alloting the Federal funds 
among the States. This Subsection was amended by the committee 
to assure greater flexibility and efficient and effective use of the Fed- 
eral funds, and also to assure each State an Opportunity to obtain a 
minimum allotment of $10,000 while. at the same time, preventing 
the lapsing of Federal funds in the case of States Which are unable 
to use this minimum allotment. From the funds appropriated to 
carry out the provisions of the new title II of the Vocational Educa- 
tion Act of 1946. a minimum allotment of $10,000 would be made 
to each State and the remainder of the appropriation would be allotted 
by the Commissioner of Education, in accordance with regulations 
approved by the Administrator, among such of the States having 
plans approved prior to the beginning of the fiscal year, and in such 
amounts as the Commissioner determined would most efficiently and 
effectively carry out the purposes of the title. The minimum allot- 
ments for a fiscal year to States which did not, after the expiration of 
6 months, have approved plans would be reallotted among the remain- 
ing States in the manner provided above for allotment of the 
excess of the amount required for the minimum allotments. 

Subsection (b) of the hew section 204 sets forth the method of 
making payments to each State from its allotments. The bill as 
introduced did not require the States to match the funds received 
under this title. As reported, however, the bil] would require each 
State, after an initial 3-year period to enable the State to get the 
program started, to match the Federal funds with expenditures from 


funds in 


State and local sources made in accordance with the State plan, the 
amount of the matching funds being gradually increased to the same 


level as that required under the eXisting provisions of the Vocational 
Education Act of 1946. Thus, for the fiscal vear ending June 30, 1955. 
60 cents from State and local sources would be required for each $] 
of Federal funds: and for the fiscal years ending June 30, 1956. 1957, 
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1958, and 1959, the amount of the funds from State and local sources 
would be, respectively, 70 cents, 80 cents, 90 cents, and $1. 

Section 204 (ce) would prohibit the payment of any funds under the 
title to any State unless the State had made adequate provision for 
the supervision of practical-nurse training by a registered nurse. 
Withholding and recapture of funds 

These provisions (sec. 209) are substantially the same as for the 
present vocational education programs carried on with the aid of 
Federal appropriations under the Smith-Hughes and George-Barden 
Acts. When the Commissioner determines that moneys are not 
being expended in accordance with the provisions of the new title II 
he may withhold allotments or payment of any moneys. When 
money paid to the State has not been expended or has been expended 
contrary to the provisions of title 11, the Commissioner would be 
required to withhold an equal amount from a subsequent payment 
and the State would be responsible for the amount of the payment 
made plus the amount so withheld. Moneys lost or otherwise diverted 
from the program by the State are required to be replaced; and the 
use of Federal funds for construction or repair (except for minor 
alterations specifically authorized) or for payment to private schools 
or institutions (except for affording opportunity to practical nurse 
trainees to obtain supervised experience in hospitals) is forbidden. 
Administration, re ports, and advisory committees. 

The program would be administered by the Commissioner of Edu- 
cation under the supervision and direction of the Federal Security 
Administrator. The Commissioner is directed to make studies, inves- 
tigations, and reports to aid the States in their training programs and 
annual reports are required to be made to the Administrator for 
inclusion in his annual report to the Congress, which would show the 
distribution of Federal funds, the activities of the States, and the 
number of persons trained. The Commissioner would be authorized, 
with the approval of the Administrator, to appoint advisory commit- 
tees. 

V. Cuances In Existina Law 


Since most of the provisions of the bill as reported would merely add 
new provisions to title III of the Public Health Service Act or to the 
Vocational Education Act of 1946, rather than make changes in 
existing provisions, there is no need for compliance in the case of the 
new provisions with subsection (4) of rule XXIX of the Standing 
Rules of the Senate. However, the bill would make certain technical 
changes in existing provisions of the Vocational Education Act. 
These changes are shown as follows (existing law proposed to be omit- 
ted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is ‘proposed is shown in roman): 


VOCATIONAL EDUCATION ACT OF 1946 


TITLE I—VOCATIONAL EDUCATION IN AGRICULTURE, HOME 
ECONOMICS, TRADES AND INDUSTRY, AND DISTRIBUTIVE 
OCCUPATIONS 

SHORT TITLE 


Section 1. This [Act] title may be cited as the “Vocational Education Act 
of 1946.” 
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DEFINITIONS 


Sec. 2. As used in this [Act] title— 

(1) the term “States and Territories’? means the several States, the Terri- 
tories of Alaska and Hawaii, the island of Puerto Rico, and the District of 
Columbia; 

(2) the terms “State plan” and “State board” shall have the meaning which 
said terms have in the Smith-Hughes Vocational Education Act; and 

(3) the term “Smith-Hughes Vocational Education Act’’ means the Act 


92 


approved February 23, 1917 (39 Stat. 929, ch. 114 


AUTHORIZATION FOR APPROPRIATIONS FOR VOCATIONAL EDUCATION 








Sec. 3. (a) For the purpose of assisting the several States and Territories i 
the further development of vocational education, there is authorized to be appro- 
priated for the fiscal year beginning July 1, 1946, and : ially t} fter 

j 1) $10,000,000 for vocational education in agriculture, ineluding s r- 
vision bv the vocational agriculture teachers of activities, related to 
vocational education in agriculture, of the Fy ‘e Farm of America and 
the New Farmers of America, to be apportioned for exp« it s in the several 
States and Territories in the proportion that their farm popi i bears 1 
the total farm population of the States and Territories, aceordin » t 
preceding United States census; 

2) $8,000,000 for vocational education in home economies, to be appor- 
tioned for expenditure in the several States and Territories in the proportion 
that their rural population bears to the total rural population of the States 
and Territories, according to the last preceding United States census; 

(3) $8,000,000 for vocational education in trades and industry, to be appor- 
tioned for expenditure in the several States and Territories in the proportion 
that their nonfarm population bears to the total nonfarm px ion of the 
States and Territories, according to the last preceding United States census: 


(4) $2,500,000 for vocational education in distributive occupations, to be 
apportioned for expenditure in the several States and Territories in the pro- 
portion that their total population bears to the total population of the States 
and Territories, according to the last preceding United States census; 

(b) The funds appropriated under authority of paragraphs (1) to (4), inclusive, 
of subsection (a) of this section may be used for assisting the several States and 
Territories, for the purposes therein specified, in the maintenance of adequate 
programs of administration, supérvision, and teacher-training; for salaries and 
necessary travel expenses of teachers, teacher-trainers, vocational counselors, 
supervisors and directors of vocational education and vocational guidance; for 
securing necessary educational information and data as a basis for the proper 
development of programs of vocational education and vocational guidance; for 
training and work-experience training programs for out-of-school youths; for 
training programs for apprentices; for purchase or rent of equipment and supplies 
for vocational instruction: Provided, That all expenditures for the purposes as set 
forth in this section shall be made in accordance with the State plan for vocational 
education. 

(c) Notwithstanding the provisions of subsection (a), the amount to be avail- 
able for expenditure in any State or Territory shall be not less, for any fiscal year, 
than $40,000 each for vocational education in agriculture, in home economies, and 
in trades and industry; $15,000 for vocational education in distributive occupations, 
and there is hereby authorized to be appropriated for the fiscal year beginning 
July 1, 1946, and annually thereafter, such additional sums as may be needed for 
the purpose of providing such minimum amounts. 


remy Shi OER 


REQUIREMENTS AS TO MATCHING OF FUNDS 


Sec. 4. The several States and Territories, in order to receive the benefits of 
this [Act] title, shall be required to match by State and local funds or both 100 
per centum of the appropriations made under authority of section 3. 


MAKING OF PAYMENTS 


Sec. 5. The Secretary of the Treasury, through the Fiscal Service of the 
Treasury Department, shall, upon the certification of the United States Com- 
missioner of Education, pay, in equal semiannual payments, on the first day of 
July and January of each year, to the custodian for vocational education of each 
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State and Territory designated in the Smith- Hughes Vocational Education Act, 


os moneys to which the State or Territory is entitled under the provisions of 
his [Act] title. 


AVAILABILITY OF FUNDS FOR SALARY AND EXPENSES OF STATE DIRECTORS 


Sec. 6. Funds appropriated under authority of section 3 shall be available, 
on a prorated basis determined by the State board, for the salary and necessary 
travel expenses of a State director of vocational education selected by the State 
board, in accordance with the requirements of the State plan, on the basis of his 
technical and professional qualifications, including experience in vocational 
education. 


APPLICABILITY OF SMITH-HUGHES VOCATIONAL EDUCATION ACT 


Sec. 7. The appropriations made under authority of this [Act] title shall 
be in addition to, and shall be subject to the same conditions and limitations as, 
the appropriations made to carry out the Smith-Hughes Vocational Education 
Act; except that (1) the appropriations made under authority of this [Act] ttl 
for home economics shall be subject to the conditions and limitations applicable 
to the appropriation for agricultural purposes under the Smith-Hughes Vocational 
Education Act, with the exception of that part of section 10 thereof which requires 
directed or supervised practice for at least six months per year; (2) such moneys 
as are provided under authority of this [Act] ért/e for trade and industrial subjects, 
and public and other service occupations, may be expended for part-time classes 
operated for less than one hundred and forty-four hours per year; (3) the provisions 
of section 11 of the Smith-Hughes Vocational Education Act, requiring at least 
one-third of the sum appropriated to any State to be expended for part-time 
schools or classes shall be held to include any part-time day-school classes for 
workers sixteen years of age and over, and evening-schoo! classes for workers 
sixteen vears of age and over; (4) the appropriations made by this [Act] ttle for 
dist ributive occups ational subjects shall be limited to part-time and evening schools 
as provided in the Smith-Hughes Vocational Education Act, for trade, home eco- 
nomics, and industrial subjects and is qualified by the provisions of this section; 

preemployment schools and classes organized for persons over eighteen years 
of age or who have left the full-time school may be operated for less than nine 
months per vear and less than thirty hours per week and without the requirement 
that a minimum of 50 per centum of the time must be given to shop work on a 
useful or productive basis; and (6) the appropriations available under section 9 
of this [Act] title shall be available for expenses of attendance at meetings of 
educational associations and other organizations and for expenses of conferees 
called to meet in the District of Columbia or elsewhere, which, in the opinion of 
the Commissioner, are necessary for the efficient discharge of the provisions of 
this [Act] (fille. 


RESTRICTIONS AND CONDITIONS 


Sec. 8. (a) No part of the appropriations made under authority of this [Act} 

e shall be expended in industrial-plant training programs, except such industrial- 
plant training be bona fide vocational training, and not a device to utilize the 
services of vocational trainees for private profit. 

b) After June 30, 1951, not more than 10 per centum of the amount appro- 
priated for each of the purposes specified in section 3 (a) shall be used for the 
purchase or acquisition of equipment. 


APPROPRIATIONS FOR OFFICE OF EDUCATION 


Sec. 9. For the purpose of carrying out the provisions of this [Act] title there 
is hereby authorized to be appropriated to the Office of Education, Federal Secu- 
rity Agency, for vocational education, for the fiscal year beginning July 1, 1937, 
and annually thereafter the sum of $350,000, to be expended for the same pur- 
poses and in the same manner as provided in section 7 of the Smith-Hughes 
Vocational Education Act, as amended October 6, 1917. 


O 
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1st Session No. 96 


AMENDING THE PUBLIC HEALTH SERVICE ACT TO AUTHORIZI 
ASSISTANCE TO STATES AND POLITICAL SUBDIVISIONS IN THI 
DEVELOPMENT AND MAINTENANCE OF LOCAL PUBLIC HEALTH 
UNITS 


Fepruary 15 (legislative day, JANUARY 29), 
wo A 


—_ 


CoC 


me , ‘ 1 
—MrsHitt, from the Committee on Labor and 


submitted the following 


REPORT 
[To accompany 58. 445] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 445) to amend the Public Health Service Act to authorize 
assistance to States and political subdivisions in the development and 
maintenance of local public health units, and for other purposes, hav- 
ing considered the same, report favorably thereon, with an amend- 
ment, and recommend that the bill, as amended, do pass. The bill 
is the same as the bill which passed the Senate in the Eighty-first 
Congress after extensive hearings. 

The committee amendment is as follows: 

Strike out in section 4 (g), the date 1950 wherever it appears, and 
substitute the date 1951. 


THE NEED FOR DEVELOPMENT OF LOCAL PUBLI 
PURPOSE OF THE BILL 


It is the consensus of the committee that the development of local 
public health units in areas without them, as well as in areas having 
units which do not now meet approved minimum standards, is a 
fundamental necessity to the maintenance and improvement of the 
Nation’s health. The expansion of local health units is imperative 
if the N: “~ is to realize more fully the benefits of the preventive 
approach to health, through emphasis on those programs aimed at 
prevention cad reduction of the incidence of disease and handicapping 
conditions. 

The defense effort in which we are current] Are inter 
fied this need. This is reflected in the recomme ition made 
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the National Securities Resources Board that the local health officer 
be made director of civil defense health services and that he “be 
appointed immediately to supervise the program from the start and 
to give leadership to the various interested organizations whose efforts, 
if made independently, omy might be wasted.’’ This is important, 
not only in target areas, but throughout the Nation since any com- 
munity may be salad ‘oa to receive a large influx of refugees or 
wounded. 

Moreover, the defense effort requires a huge supply of highly pro- 
ductive manpower. To provide this manpower, we must maintain 
the health of the able-bodied. 

Public health services promote productive manpower. They lessen 
the risk of epidemics—a risk which otherwise grows as travel increases 
and living and working conditions become more crowded. They pro- 
vide basic health protection for all age groups. They see that sani- 
tary conditions are maintained and lessen the danger of outbreaks of 
food poisoning. They furnish health education, showing people how 
to keep themselves healthy and stimulating them to seek early treat- 
ment when they become ill. They provide birth certificates—increas- 
ingly required for defense jobs—as well as other vital statistics. They 
maintain laboratories which are constantly on the alert to detect the 
presence of communicable and filth-borne diseases. 

Your committee emphasizes, however, as we point out subsequently 
in this report, that it is not in any sense intended that a general system 
of Government or public medical care be fostered or evolved through 
the development of local public health units. Medical, dental, and 
nursing care are excluded except in the diagnosis or prevention of 
disease or the control of communicable diseases. 

Should we move into an active war situation, the basic health depart- 
ment services would be even more essential than they are in peacetime. 
Methods of attack, such as biological, chemical, or atomic warfare, may 
be directed against the civilian population and the health defense 
against them is primarily an expansion of the protective measures 
employed against peacetime health hazards. Whether a disease epi- 
demic is created by man or nature, the methods used to combat it 
are essentially the same—prompt detection of the disease agent (the 
job of public health epidemiologists and public health labor: atories), 
and mass immunizations. Whether food, water, or air is contaminated 
accidentally or deliberately, the same safeguards must be used—round- 
the-clock surveillance of water supplies and sewerage and sanitation 
services, laboratory testing of sample specimens. 

The National Security Resources Board specifically recommends 
that the local health officer be made director of civil defense health 
services and that he “be appointed immediately to supervise the pro- 
gram from the start and to give leadership to the various interested 
organizations whose efforts, if made independently, easily might be 
wasted.’’ This is important, not only in target areas, but throughout 
the Nation since any community may be called upon to receive a large 
influx of refugees or wounded. 

A Nation-wide network of strong local health departments is a 
sound peacetime investment; in wartime, it is imperative, for only on 
this basic community structure can defense health services be pro- 
vided rapidly, economically, and efficiently to all the people, wherever 
they may live. 
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The bill recommended by the committee to accomplish the expan- 
sion of local units is the result of extensive discussion and most careful 
deliberation. Because extensive hearings were held during the past 
Congress, your committee did not feel it necessary or useful to hold 
hearings again, since the result would undoubtedly be a mere repeti- 
tion of the evidence previously presented. 

Essentially the bill recommended by the committee does not create 
a new program. Instead it would merely implement principles under- 
lying the development of public health services which are now provided 
in the Public Health Service Act. The bill heads up the problem of 
extending local public health units and places greater emphasis upon 
such extension than exists under present provisions of law. 

Need for extension of local public health units 

There are currently some 1,336 counties having approximately 
40,000,000 people who are without full-time local health service. 
When the minimum stafling standards of the American Public Health 
Association are applied to the 1,734 counties that have full-time local 
health service, it is found that as of June 30, 1949, only 769 counties 
meet the minimum standards as to number of public health physicians; 
148 counties had enough public health nurses, and 956 counties had 
sufficient sanitation personnel. It is therefore apparent that a large 
percentage of the full-time local health organizations now operating 
require expansion in staff and activities to assure meeting even mini- 
mum standards of operation. Yet —e standards of the American 
Public Health Association call only for 1 public health physician per 
50,000 population, 1 public health nurse per 5,000 population, 1 sani- 
tarian per 25,000 population, and 1 clerical employee per 15,000 
population. 

The need for Federal grants-in-aid for the extension and improve- 
ment of local health units was brought out bv virtually all witnesses 
who testified before the committee in 1949. Expert witnesses at that 
time testified that basic public health services should be made avail- 
able to ali the population and that in their opinion specific grants-in- 
aid for this purpose would constitute the most important single piece 
of health legislation that Congress could undertake at this time. Wit- 
nesses appearing in support of the measure included the National 
Advisory Committee on Local Health Units (representing 52 organi- 
zations), the National Congress of Parents and Teachers (representing 
a membership of approximately 6,000,000), the Association of State 
and Territorial Health Officers, the American Hospital Association, 
the National Tuberculosis Association, the National Foundation for 
Infantile Paralysis, the National Society for the Prevention of Blind- 
ness, the American Social Hygiene Association, the National Health 
Council, and the American Public Health Association. The attention 
of the committee was also invited to 24 resolutions supporting the 
promotion of local health units as passed by such organizations as 
American Farm Bureau Federation, General Federation of Women’s 
Clubs, American Heart Association, the General Assembly of the State 
of Georgia, the Young Men’s Christian Association International 
Council, and the National Grange. 


Purpose and principles of the bill 


The primary objective of the bill reeommended by the committee is 
to assist States and their local subdivisions in the establishment and 
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maintenance of full-time local health units equipped and staffed to 
provide basic public health services. The bill would authorize Fed- 
eral aid in helping to establish such units where they do not exist and 
in strengthening the personnel and services of existing units in order 
to enable them to increase the quantity and raise the quality of the 
public health services they now render to the people within their juris- 
dictions. Such Federal aid would be provided through the device of 
variable grants to States on the basis of relative financial need. 

The bill is based on the principle that the States shall develop their 
own comprehensive plans for establishing adequately staffed and 
equipped local public health units for the provision of public health 
services. Such units must be developed so as to assure coverage under 
the program in all areas of the State at the earliest practicable date. 

Dr. Vlado A. Getting, commissioner of public health of the Com- 
monwealth of Massachusetts, when testifying in 1949 for the Associa- 
tion of State and Territorial Health Officers, stated that local health 
units are responsible for providing or seeking the adequate provision of 
the following basic public health services for the citizens they serve: 
——_ 

1. Vital statistics: People need and can obtain copies or certified copies of 
birth and death eertificates which are frequently necessary for entrance to school, 
for obtaining work, for entering the Armed Forces, or for collecting insuranee, 
for settling estates, ete. 

2. The control and prevention of the communicable diseases including the 
acute communicable diseases, the venereal diseases, tuberculosis, malaria, hook- 
worm, ete., and protection against those diseases for which protective measures 
have been found effective. 

3. Environmental sanitation: The people have a right to expect an adequate, 
safe, potable water supply, an adequate, clean, safely pasteurized milk supply, the 
supervision of foods and food handling, ineluding instruction in personal hygiene 
and the hygiene of food handling, a safe method of excreta disposal, the health 
aspects of housing, the control and supervision of swimming pools and bathing 
areas, insect and rodent control, proper sanitation of schools, a program of accident 
prevention, and a cooperative effort with industry to assure the health protection 
of workers. 

1. Laboratory services providing aids to the diagnosis of disease and the exami- 
nation of water, milk, and other foods. 

5. The protection of maternal and child health should be provided through 
the prenatal, parturient, and postnatal periods and the infant, preschool, and 
school age. Adequate hospital, medical, and nursing services should be locally 
available and, if not available, they should be actively sought by the loeal health 
unit 

6. Control and prevention of chronic diseases: The development of eduecationa 
and diagnostic programs for the prevention, arrest, amelioration and cure of 
chronie diseases and their complications. 

7. Health edueation: The people have the right to expect their health depart- 
ment to be a source of authentic information on generally accepted procedures 
for health protection and the maintenance of optimal health. 


The effectiveness of Federal grants now provided for a number of 
specialized public health programs in the fields of cancer control, 
mental health, venereal disease and tuberculosis control, maternal 
and child health, and the care of crippled children is to an appreciable 
degree dependent upon the distribution and effectiveness of basic 
local public health services. An illustration of this was pointedly 
brought out in testimony before the committee by Dr. James E. 
Perkins, managing director of the National Tuberculosis Association, 
when he said: 

The National Tuberculosis Association has long held the opinion that effective 
tuberculosis control can be achieved only if there are adequately staffed and 
adeqnetely financed full-time local health services. We know enough about 
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tuberculosis today to rid our Nation of this disease if there were local health 
officers and public nurses in the field to follow up each case and assure treatment. 
The chief function of our association is educational. But education falls down 
if there are no X-ray machines and other facilities, if there are not enough people 
jn the local health agencies to actually do the work. 


1 


A central concept of the bill is that the funds made available for 
local health services shall be used for the development of certal 
common essential public health services and that the | 
organization would serve as a framework into which would be fitted 
the several specialized public health programs for which Congress 
has given special support. 

It is not in any sense intended, and this bill does not provide, that 
a general system of Government or public medical care be fostered 
evolved through the.development of local public health units. In 
recommending this bill, the committee expresses unanimous!) its 
opinion as to the desirability and necessity of extending to all areas of 
the Nation those fundamental public health services which are essential 
to the prevention and reduction of the ine iden e of disease and handi- 
capping conditions. In order that Federal assistance for local m9 Ith 
units will serve the basic purpose of the bill to assure essential public 
health services in all areas of the Nation, the types of services which 
may be deemed ‘‘public health services”? with respect to the operation 
of local public health units are specifically enumerated. Medical, 
dental, and nursing care are excluded except in the diagnosis or 
prevention of disease or the control of communicable disease. It is 
understood, as represented to the committee by the Public Health 
Service, that members of the full-time basic staff of local units, such 
as the public health nurse, may often be utilized in the course of their 
regular duties, in rendering incidental services in connection with the 
categorical programs and that these may include some medical or 
nursing care. 

The relation of this bill to the Public Health Service Act is as 
follows: 

The existing act, in addition to providing for three categorical 
programs of grants to States in the field of tuberculosis, venereal 
disease, and heart disease now provides also for grants to assist the 
States and their local subdivisions in establishing and maintaining 
public health services of a general nature. No differentiation is made 
for this purpose, however, between services which are performed b 
the States and those performed by the local subdivisions. The present 
bill would lift the provision for grants for general public health services 
out of section 314 of the Public Health Service Act and place it in a 
new section 315. At the same time it would require State plans for 
such services to set forth two distinct programs, one for the service 
to be performed by the States and one for the services to be perlormes 
by local public health units in local areas. 

The purpose of this is to bring these two programs together in one 
coordinated plan and to assure that adequat t staffed and equipped 
local public health units will be established on a progressive basis so 
that all areas of the State will be covered “a such units at the earliest 
practicable date. 

Except for the required categorization for the local public health 
units, the provisions for the State plan as it relates to State activities 
are largely the same as under the present pattern of section 314 of the 
Public Health Service Act. From the appropriations made for this 
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purpose allotments would be made to the States on the basis of the 
same factors as under the present section 314, namely, pee, 
“financial need” (in terms of “average per capita income’’), and the 
extent of special health problems. The extent of required atcha 
by State funds would be fixed by regulation, as under the present 
section 314. The cost to the State of administering the total plan 
would be a part of the expenditures to be financed under this pattern. 

A specific formula is provided for assisting the activities of local 
public health units under the plan. Each State would be entitled 
to receive for carrying out the program for such local units an amount 
bearing the same ratio to one-third of the total expenditures for such 
purpose under the State plan as the average per capita income of the 
continental United States bears to the average per capita income of 
the State. The State plan must provide forthe allocation of all 
funds received for this purpose to participating local units under an 
equitable system of distribution. The Federal payments may not, 
however, in any case exceed more than two-thirds of the total expendi- 
tures under the plan for such purpose, or more than $1.50 multiplied 
by the population of each of the local units participating in the State 
plan. 

The committee is aware that the provisions of this bill have the 
effect of adding an additional category to the existing grant-in-aid 
structure in the public health field, and the committee is not unsympa- 
thetic to proposals for simplification of the present over-all grant 
structure. However, it is the consensus of the committee that enact- 
ment of this bill would result in little, if any, difficulty administra; 
tively and that it would not intensify accounting problems or lead to 
any subst antial administrative expense attributable to the categoriza- 
tion of the local unit program. It is believed that the immediate 
need for extension of local health units transcends the general adminis- 
trative problem involved in revision of the over-all grant structure 
and that the latter should not be taken up in the present measure. 


SECTION-BY-SECTION ANALYSIS OF THE BILL 


The major provisions of the bill take the form of amendments to 
the Public Health Service Act, thus making applicable the general 
provisions of the act, such as that providing for over-all supervision 
by the Federal Security Administrator and that containing general 
definitions. 

Section 1: Provides that the act may be cited as the “‘Local Public 
Health Units Act of 1951.” 

Section 2: Contains a declaration of policy and an explanation of 
the purpose of the bill. It states that adequate protection of the 
Nation’s health is essential to the welfare of our country and cannot 
be achieved unless public health services are available in every locality 
through adequately staffed and properly equipped local public health 
units. It is therefore deel: red to be the policy of the Congress and 
the purpose of the bill to assist the States, as provided in the bill, 
in developing and maintaining local public health units organized to 
provide full-time public health services in all areas of the Nation. 

Section 3: Contains the major provisions of the bill. Subsection 
(a) of section 3 of the bill merely redesignates section 315 of the Public 
Health Service Act (relating to the issuance of health education and 
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information by the Surgeon General) as section 304 of the Publie 
Health Service Act. Subsection (b) of section 3 of the bill amends 
the Public Health Service Act by adding at the end of part B of title 
III a section to constitute the new section 315. 

Section 314 of the Public Health Service Act, in addition to pro- 
viding for three categorical programs of grants to States in the fields 
of tuberculosis, venereal disease, and heart disease, now provides also 
(in sec. 314 (c)) for grants to assist the States and their local subdivi- 
sions in establishing and maintaining public health services of a 
general nature. No differentiation is made for this purpose between 
services which are performed by the States and those performed by 
the local subdivisions. 

The bill reported by your committee would lift the provision for 
grants for general pub lie ‘hes alth services out of section 514 of the Public 
Health Service Act and place it in a new section 315. At the same 
time it would require State plans for such services to set forth two 
distinct programs, one for the services to be performed by the States 
and one for the services to be performed by local public health units 
in local areas. 

The purpose of these changes is to bring these two programs 
together in one coordinated plan and to assure that adequately 
staffed and equipped local public health units will be established on a 
progressive basis so that all areas of the State will be covered by such 
units at the earliest practicable date. 

Subsection (a) of the new section 315 of the Public Health Service 
Act contains definitions of terms which are used in the section and 
which are not defined in the general definition section (see. 2) of th 
Public Health Service Act 

Paragraph (1) of subsection (a) of the new section 315 defines a 
“local public health unit” as the governmental authority of a local 
area authorized to provide public health services therein or a combina- 
tion of the governmental authorities of two or more contiguous local 


areas authorized to provide such services in the combined area. Also 
included is any unit of a State government specifically assigned 


responsibility to provide public health services in a local area; and 
the District of Columbia, which is defined as a State in section 2 of 
the Public Health Service Act, is also rec ee as a local 1 

the purposes of the definition of local public health unit. 

Paragraph (2) of such subsection (a) defir es the term “‘population.”’ 
Under this definition the population of a State is to be determined 
according to latest estimates available from the Department of Com- 
merce and the population of a local area is to be determined on the 
basis of the most recent decennial census figures, but with provision 
for adjustment of the local area figure in case the population of the 
State of which it is a part has changed since that census. 

Paragraph (3) of such subsection (a) indicates the method of deter- 
mining the average per capita income of the United States and the 
average per capita income of each State. These average-income 
figures, together with the population figures, are used under subs ection 
(e) for determining the amount to which a State is entitle d for State 
and local public health services under the new section. 

Subsection (b) of the new section 7 authorizes the appropriation, 
beginning with the fiscal year ending June 30, 1952, of such sums as 
may be necessary for carrying out the two purposes of the new section, 


init tor 
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viz, to enable the Surgeon General to assist the States in establishing 
and maintaining adequate State public health services and to assist 
the States and their subdivisions in establishing and maintaining 
adequately staffed and equipped local public health units for the 
provision of public health services. These appropriations are to be 
used for payments to States which have approved plans for carrying 
out the purposes of the section. 

Subsection (c) of the new section 315 requires the Surgeon General, 
within 6 months after the enactment of the bill, to prescribe regula- 
tions on various aspects of the program relating to the local public 
health units: 

The regulations must prescribe the minimum population to be 
served by each such unit. Variations for different types of areas are 
required; such units, however, may not exceed 1 for each 35,000 of 
population in any State except in States having less than 12 persons 
per square mile in which case they may not exceed 1 for each 20,000 
of population. The regulations are to prescribe also the minimum 
number, and the types, of full-time personnel which local public 
health units in various types of areas must employ in order for such 
units to be eligible for Federal assistance in the provision of public 
health services. The regulations are also to prescribe the conditions 
under which compliance with such requirements may be postponed, 
and the extent to which postponement is permissible. 

The regulations must prescribe general methods of administration 
necessary to assure the efficient and economical provision of health 
services. The regulations may also prescribe conditions under which 
and the extent to which compliance with such methods may be 
postponed. 

The regulations are also to prescribe the tvpes of services which 
shall be considered “public health services” for which funds may be 
expended under State plans. These may include the diagnosis and 
prevention of disease, the control of communicable disease, health 
education, demonstrations, sanitation, vital statistics, the training of 
personnel for State and local health work, and other aspects of pre- 
ventive medicine. They may not include medical, dental, or nursing 

care except in the diagnosis or prevention of disease or the control of 
communicable disease, or the promotion, establishment, or mainte- 
nance of industrial accident prevention programs. 

Under the definition in the bill, medical, dental, and nursing care 
would be excluded from public health services, except in the diagnosis 
or prevention of disease or the control of communicable disease. It is 
appreciated, of course, that members of the full-time basic staff of local 
units, such as the public health nurse, may often be utilized in the 
course of their regular duties, in rendering incidental services in connec- 
tion with the categorical programs and that these may include some 
medical or nursing care. 

In defining ‘‘public health services’ with respect to local public 
health units your committee did not intend that the full-time per- 
sonnel and facilities of local health units required for such services 
may not incidentally, and without the necessity for a separate alloca- 
tion of costs, be utilized in the rendition of services for which Federal 
assistance is available under other provisions of law. Provision for 
handling the allocation of costs between the general activities author- 








AMENDING THE PUBLIC HEALTH SERVICE ACT 9g 


ized by section 315 and the categorical programs authorized elsewhere 
is made in paragraph (4) of subsection (e) of the new section 315 

Subsection (d) of the new section 315 of the Public Health Service 
Act sets forth in eight subparagraphs the provisions with which a 
State plan must comply in order to be approved for the purpose of 
obtaining Federal grants | under the section. 

Paragraph (1) requires the State plan to set forth a program for 
establishing and maintaining adequate State public health services, 
including programs in mental health. 

Paragraph (2) requires that the plan set forth a program for estab- 
lishing and maintaining adequately staffed and equipped local public 
health units for the provision of public health services. It is made 
clear that this program may include health services other than those 
defined as “public health services” in subsection (c) so long as the 
expense of such services is not included as an expenditure for the pur- 
pose of calculating the amount of the Federal payments under sub- 
section (e). 

Paragraph (3) of such subsection (d) requires the State plan to 
provide for the extension of the program relating to local public 
health units so as to assure coverage of all areas in the State at the 
earliest practicable date. 

Paragraph (4) of such subsection (d) requires the plan to show 
that the participating State and local units have adequate authority 
to carry out its provisions with relation to local public health units 
in conformity with the requirements of the new section. 

Paragraph (5) of such subsection (d) requires the plan to provide 
that any local public health unit providing public health services 
under the plan have sufficient financial resources to assure efficient 
and economical administration of such services. 

Paragraph (6) of the subsection requires the plan to provide for 
the allocation of funds received for the program relating to local 
public health units to the units which participate in the plan, in 
accordance with methods assuring equitable distribution among the 
units and effective use of the funds in the extension and expansion 
of public health services. The plan must provide that all such funds 
paid to the State must be used by local public health units solely for 
providing such services 

Paragraph (7) of the subsection, which is applicable to the programs 
for State as well as for local services, requires the plant to provide 
methods of administration necessary to assure the eflicient and econom- 
ical provision of services under the plan. It includes methods for the 
administration of personnel standards on a merit basis with the pro- 
hibition, customary in grant programs, of the exercise of any Federal 
authority with respect to any individual employed in accordance 
with such methods. 

Paragraph (8) of the subsection requires the plan to provide that 
the State health authority will submit necessary reports and informa- 
tion and give the Surgeon General access to the records on which the 
information is based. 

The Surgeon General would be required to approve any State plan 
which complies with the foregoing requirements and with regulations 
prescribed under subsection (c) of the new section 315. 
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Subsection (e) of the new section 315 of the Public Health Service 
Act provides the method for determining the payments to which each 
State with an approved plan will be entitled. 

Paragraph (1) of such subsection relates to the payments for carry- 
ing out the program for State public heaith services. The appropria- 
tions for this purpose are to be allotted from time to time among the 
several States (and may be reallotted within the same fiscal year if 
unused) on the basis of factors which are comparable to those now 
provided in subsection (d) of section 314 of the Public Health Service 
Act. Amounts to be paid to each State from its allotment would be 
paid on the condition that the State will expend for carrying out the 
State program under the plan an amount determined in accordance 
with regulations. This provision also is comparable to that currently 
provided in section 314 (subsec. (h)). 

Paragraph (2) of the new section 315 (e) provides a formula for 
determining the Federal share of the total cost of carrying out the 
program for local public health units under the State plan. For each 
fiscal year each State would be entitled to a percentage (not in excess 
of 66%; percent) of the total expenditures under the approved plan by 
all of its participating local public health units. The amount of this 
Federal payment would be determined by dividing the per capita 
income of the continental United States by the per capita income of 
the State and multiplying one-third of the total expenditures for 
local public health units under the plan by the resulting figure. In 
no case, however, would there be counted as an expenditure under the 
State plan any amount in excess of $1.50 expended by any of the 
local units participating in the State plan multiplied by the population 
of the area served by such unit. A higher figure than $1.50, however, 
could be used if it should be so specified in the appropriation. It 
is also provided i at if at the beginning of a fiscal year the appropria- 
tion for this purpose is less than the Federal proportion of the total 
estimated expenditures for such purpose under approved State plans 
for such year the amount to which each State is entitled shall be 
reduced proportionately. 

Paragraph (3) is a safeguarding porns to assure that no funds 
from Federal sources other than those paid to the State pursuant to 
the new section 315 may be counted as a part of the expenditures under 
the plan, and that no expenditures made by the State or by local public 
health units which have been reported as expenditures for the purpose 
of any other program aided by Federal grants shall be so counted. 

Paragraph (4) was not in the bill as introduced. It would authorize 
the Surgeon General by regulation to prescribe the extent to which the 
cost of services, facilities, and equipment which are utilized by a State 

r its local units in carrying out the State plan under section 315 and 
aia h are also used in carrying out other programs assisted by Federal 
grants may be treated as expenditures under this section. Such 
regulations may provide that if the major utilization of such services, 
facilities, and supplies i is In carrying out a State plan approved under 
this section or is so divided among other plans as to make an appro- 
tionment thereof impracticable, the entire cost thereof shall be deemed 
to constitute an expenditure for the purpose of this subsection. 

This provision is desirable in order better to assure that the pur- 
poses of the bill will be carried out. The purpose of this bill to assure 
a sound basic structure for the operation of local public health units 
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would be seriously impaired if a detailed breakdown of time and 
functions of State and local personnel had to be maintained for the 
purpose of allocating as among several Federal programs the cost of 
what in the local area is « normal incident of a unified operation. 

Subsection (f) of the new section 315 sets forth the method of certi- 
fying to the Secretary of the Treasury the amounts to be paid to each 
State based upon estimates for the period for which the payment is to 
be made. The methods prescribed are substantially the same as 
those now applicable to the existing grant-in-aid programs unde! 
section 314 of the Public Health Service Act. 

Subsection (g) of the new section 315 provides for the withholding o 
payments under the section when, after notice and opportunity for a 
hearing, the Surgeon General finds either that the State plan has been 
so changed that it no longer conforms to the requirements of subsection 
(d), or that in the administration of the plan there has been a substat 


ia” 


tial failure to comply with provisions required by subsection (d) to by 


t 


included in the plan, or that the State plan has ceased to comply with 
regulations under the section. It is provided, however, that ne 
changes may be required in any State plan within 2 years after initial 
approval thereof or after any change required by reason of changes 
the regulations. 

If any State is dissatisfied with the Surgeon General’s action unde! 
the above withholding provision, it may, under subsection (h 
new section 315 of the Public Health Service Act, appeal to the Unit 
States Court of Appeals, which would have jurisdiction to affirm hi 
action or set it aside, in whole or in part. The hearing in court would 
be upon the record made before the Surgeon General. The findings 
of fact by the Surgeon General, unless substantially contrary to t] 
weight of the evidence, are made conclusive upon the cour TI 
court could, however, for good cause remand the case to the Surg 
General for further evidence and any new feitinis and any modifica- 
tion of his prior action would have the same effect in court as thi 
original findings and decision. The court’s decision would be subject 
to review by the United States Supreme Court. This oo s 
the same as the judicial review provision now contained in title VI 
of the Public Health Service Act (Hospital Survey and Construction 


Act). 


Section 4 amends the provisions of section 314 of the Public Healt! 
Service Act which is the general section of that act relating to grant 


and services to States. 


t 


Subsection (a) of section 4 revises subsection (c) of section 314 
the Public Health Service Act to eliminate the authorization for grant 
to States, which are now to be provided for under the new section 315, 
and to authorize appropriations for such sums as are necessary to 
enable the Surgeon General to provide demonstrations and to trail 
personnel for State and local health work and to meet the cost of pay, 


A 


allowances, and traveling expenses of commissioned officers and other 
personnel of the Service detailed to assist the States and their local 
subdivisions in carrying out the purposes of section 315. 

Subsections (b), (c), and (d) of section 4 of the bill are technical 
amendments necessitated by the revision of subsection (c) of section 
314 of the act. 

Subsection ‘f) of section 4 of the bill amends subsection (j) of see- 
tion 314 of the Public Health Service Act so as to make it applicable 
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to regulations prescribed under the new section 315 in the same 
fashion as it is now applicable to regulations under section 314. Sub- 
section (j), as amended by the bill, provides that all regulations and 
amendments thereto relating to grants to States under either section 
314 or 315 are to be made after consultation with, and insofar as 
practicable after obtaining the agreement of, the State health au- 
thorities, including in the case of regulations affecting work in the 
field of mental health the State mental health authorities. Further- 
more, except in case of emergency, such regulations may be issued 
only after 30 days’ notice to, and presentation to the annual conference 
of, the State authorities. 

Subsection (g) of section 4 of the bill, as amended by the committee, 
is a transition provision. It provides that the amendments to section 
314 of the Public Health Service Act shall take effect July 1, 1951. It 
also provides that the balance of any grants made prior to that date 
to any State for carrying out the purposes of subsection (c) of section 
314 and remaining unexpended on that date shall remain available 
for expenditure for State public health services under a plan approved 
under the new section 315. The amount of such balance, however, 
is to be deducted from payments to which the State would otherwise 
be entitled under the new section. 


CHANGES IN EXISTING LAW 


For the information of those interested in determining the changes 
which 8. 445 would make in the Public Health Service Act, existing 
law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italics, and existing law in which no change is proposed 
is shown in roman: 


PUBLIC HEALTH SERVICE ACT, AS AMENDED 
TITLE I—SHORT TITLE AND DEFINITIONS 
SHORT TITLE 


Sec. 1. Titles I to VI, inclusive, of this Act may be cited as the ‘‘Public Health 
Service Act” 
DEFINITIONS 


Sec. 2. When used in this Aet— 

a) The term ‘“‘Service’’ means the Public Health Service; 

(b) The term “Surgeon General’? means the Surgeon General of the Public 
Health Service; 

c) The term ‘Administrator’? means the Federal Security Administrator; 

d) The term “regulations”, except when otherwise specified, means rules and 
regulations made by the Surgeon General with the approval of the Administrator; 

(e) The term “executive department’? means any executive department, 
agency, or independent establishment of the United States or any corporation 
wholly owned by the United States; 

(f) The term “State”? means a State or the District of Columbia, Hawaii, 
Alaska, Puerto Rico, or the Virgin Islands, except that as used in section 361 (d) 
such term means a State, the District of Columbia, or Alaska; 

g) The term “possession” includes, among other possessions, Puerto Rico and 
the Virgin Islands; 

(h) The term “seamen” includes any person employed on board in the care, 
preservation, or navigation of any vessel, or in the service, on board, of those 
engaged in such care, preservation, or navigation; 

(i) The term “‘vessel’’ includes every description of watercraft or other arti- 
ficial contrivance used, or capable of being used, as a means of transportation on 
water, exclusive of aircraft and amphibious contrivances; 
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(j) The term “habit-forming narcotic drug’’ or ‘narcotic’? means opium and 
coca leaves and the several alkaloids derived therefrom, the best known of these 
alkaloids being morphia, heroin, and codeine, obtained from opium, and « i 
derived from the coca plant; all compounds, salts, preparations. or other derivatives 
obtained either from the raw material or from the various alkaloids: Ind hemp 
and its various derivatives, compounds, and preparations, and peyote in its variou 
forms; isonipecaine and its derivatives, compounds, salts and preparatio1 
(as defined in section 3228 (f) of the Internal Revenue Cod 


(k) The term ‘‘addict’? means any person who habitually uses at 
forming drugs so as to endanger the public morals, health, safety, or welfare, or 
who is or has been so far addicted to the use of such habit-forming nar 
as to have lost the power of self-control with reference to his add 

(1) The term ‘‘psyechiatric disorders” includes disease hie ervous 
which affect mental health; 

m) The term “‘State mental health authoritv’”’ means the State health author- 
ity, except that, in the case of any State in which there is a single Sts 
other than the State health authority, charged with responsibility f 


the mental health program of the State, it means such other State ager 
(n) The term ‘‘heart diseases’? means diseases of the hear 
and 
(o) The term ‘dental diseases and conditions’? means diseases and nd 
affecting teeth and their supporting structures, and other related diseases of 
mouth 
TITLE II—ADMINISTRATION 


* * * 


TITLE IHI—GENERAL POWERS AND DUTIES OF PUBLIC HEALTH 
SERVICE 


Part A—RESEARCH AND INVESTIGATIONS 


IN GENERAL 


Sec. 301. The Surgeon General shall conduct in the Service, and encourag 
cooperate with, and render assistance to other appropriate pubire aut ritie 
scientific institutions, and scientists in the conduct of, and promote the coordina- 
tion of, research, investigations, experiments, demonstrations, and studies re 
lating to the causes, disgnosis, treatment, control, and prevention of physical and 
mental diseases and impairments of man, including water purification, sewage 
treatment, and pollution of lakes and streams. In earrying out the foregoing the 
Surgeon General is authorized to 

(a) Collect and make available through publications and other appropriate 
means, information as to, and the practical application of, such research and 
other activities; 

b) Make available research facilities of the Service to appropriate publie 


authorities, and to health officials and scientists engaged in special study 

c) Establish and maintain research fellowships in the Service wit! ch 
stipends and allowances, including traveling and subsistence expenses, as he 
may deem necessary to procure the assistance of the most brilliant and 


promising research fellows from the United States and abroa ! 
(d) Make grants-in-aid to universities, hospitals, laboratories, and other 
publie or private institutions, and to individuals for such research projects as 








are recommended by the National Advisory Health Council, or, with respect 
to cancer, recommended by the National Advisory Cancer ¢ cil, o7 
respect to mental health, reeommended by the Nat al A sory Me a 
Health Council, or, with respect to heart dise ( 
National Advisory Heart Council, or, with respect ft nt senses and 
conditions, reeommended by the National Ad\ rv Det Research ¢ , 
and include in the grants for any such project 

antibiotic compounds for use in sueh project: 

(e) Secure from time to time and for such per sa leems advisable, 
the assistance and advice of experts, scholars, and consultants from the United 
States or abroad; 

(f) For purposes of study, admit and treat at instituti hospitals, and 
stations of the Service, persons not otherwise eligible for treatme! 1 

(zg) Adopt, upon recommendation of the National Ad\ rv Health Co : 
or, with respect to cancer, upon recommendation of the National Advisory 
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Cancer Council, or, with respect to mental health, upon recommendation of 
the National Advisory Mental Health Council, or, with respect to heart dis- 
eases, upon recommendation of the National Advisory Heart Council, or, with 
respect to dental diseases and conditions, upon recommendations of the Na- 
tional Advisory Dental Research Council, such additional means as he deems 
necessary or appropriate to carry out the purposes of this section. 


NARCOTICS 


Sec. 302. (a) In earrvying out the purposes of section 301 with respect to 
narcotics, the studies and investigations shall include the use and misuse of nar- 
cotic drugs, the quantities of crude opium, coca leaves, and their salts, deriva- 
tives, and preparations, together with reserves thereof, necessary to supply the 
normal and emergency medicinal and scientific requirements of the United States. 
The results of studies and investigations of the quantities of crude opium, coca 
leaves, or other narcotic drugs, together with such reserves thereof, as are neces- 
sary to supply the normal and emergency medicinal and scientific requirements 
of the United States, shall be reported not later than the Ist day of September each 
year to the Secretary of the Treasury, to be used at his discretion in determining 
the amounts of crude opium and coca leaves to be imported under the Narcotic 
Drugs Import and Export Act, as amended. 

(b) The Surgeon General shall cooperate with States for the purpose of aiding 
them to solve their narcotic drug problems and shall give authorized representa- 
tives of the States the benefit of his experience in the care, treatment, and rehabili- 
tation of narcotic addicts to the end that each State may be encouraged to provide 
adequate facilities and methods for the care and treatment of its narcotic addicts. 


MENTAL HEALTH 


Sec. 303. In carrying out the purposes of section 301 with respect to mental 
health, the Surgeon General is authorized 

a) For purposes of study, to admit and treat at the National Institute of 
Mental Health, voluntary patients, whether or not otherwise eligible for such 
treatment by the Service, and patients of St. Elizabeths Hospital transferred 
from the hospital pursuant to arrangements made between the Surgeon General 
and the Superintendent of the hospital with the approval of the Administrator: 
Provided, That consent of a legal guardian shall be obtained before the transfer 
of any patient from St. Elizabeths Hospital for such treatment. 

(b) (1) To Provide training and instruction, in matters relating to psychiatric 
disorders, to persons found by him to have proper qualifications, and to fix and 
pay to any of such persons as he may designate a per diem allowance during such 
training and instruction of not to exceed $10, the number of such persons receiving 
such training and instruction to be fixed by the National Advisory Mental Health 
Council; and (2) to provide such training and instruction, and demonstrations, 
through grants, upon recommendation of the National Advisory Mental Health 
Council, to public and other nonprofit institutions, but only to the extent necessary 
for the purposes of such training and instruction. 


HEALTH EDUCATION AND INFORMATION 


Sec. [315] 304. From time to time the Surgeon General shall issue information 
related to public health, in the form of publications orot herwise, for the use of 
the public, and shall publish weekly reports of health conditions in the United 
States and other countries and other pertinent health information for the use of 
persons and institutions engaged in work related to the functions of the Service. 


Part B—-FEDERAL-STATE COOPERATION 
IN GENERAL 


Sec. 311. The Surgeon General is authorized to accept from State and local 
authorities any assistance in the enforcement of quarantine regulations made pur- 
suant to this Act which such authorities may be able and willing to provide. The 
Surgeon General shall also assist States and their poiitical subdivisions in the 
prevention and suppression of communicable diseases, shall cooperate with and 
aid State and local authorities in the enforcement of their quarantine and other 
health regulations and in carrying out the purposes specified in section 314, and 
shall advise the several States on matters relating to the preservation and im- 
oe of the publie health. 
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HEALTH CONFEREN 

sec. 312. A conference of the health authorities of Si ral & es shall 
be called annually by the Surgeon General. Whenever 
of the public health would be promoted by a confere: the Sur mG 
invite as many of such health authorities to confer as | leer essary or 
proper. Upon the application of health authorities of fi r more Sta 
be the duty of the Surgeon General to call a confers ( i 1] ria 
health authorities joining in the request. Each State rep ted at al 





ence shall be entitled to a single vote. Whenever : 
relating to mental health are to be discussed, the mental health authoriti 


respective States shall be invited to attend. 


COLLECTION OF VITAL STATISTIM 


Sec. 313. To secure uniformity in the registration of mortality, mot 
and vital statistics the Surgeon General shall prepare and distribute suitable and 
necessary forms for the collection and compilation of su Statistics whic ul 
be published as a part of the health reports published by t Surgeon G 


GRANTS AND SERVICES TO STATI 


Sec. 314. (a) To enable the Surgeon General to carry out the purpo 
section 301 with respect to developing more effective measures for 1 pr 
treatment, and control of venereal diseases, and to assis rou grants a 
otherwise provided in this section, States, counties, health districts, and 
political subdivisions of the States in establishing and maintaining adequat 
ures for the prevention, treatment, and control of such diseases, includ 
training of personnel for State and local health work, and to enable him 
and control the spread of the venereal diseases in interstate traffic, a 


the cost of pay, allowances, and traveling expenses of commissioned off 
other personnel of the Service detailed to assist in carryin it the purpo 
this section with respect to the venereal diseases, and to adi rt 
with respect to such diseases, there is hereby authorized to be appropria 
each fiscal vear a sum sufficient to carry out the purposes this subs 
(b) To enable the Surgeon General to carry out the purposes of mn 30 


with respect to de eloping more effective me: 





and control of tuberculosis, and to assist, through gra und 

vided in this section, States, counties, health districts, and 
divisions of the States in establishing and maintaining adequa nea 

prevention, treatment, and control of such disease, includin ic p yn Of ap 
propriate facilities for care and treatment and including th \ 

for State and local health work, and to enable hiin to prey i 
of tuberculosis in interstate traffic, and to met h st of l 
traveling expenses of commissioned officers and other per S 
detailed to assist in carrying out the purposes of this s respect \- 
berculosis, and to administer this seetion with respect to su lisea 

hereby authorized to be appropriated for the fiscal year end June 30, 1945, the 





sum of $10,000,000, and for each fiscal year thereafter a su l to rry 
out the purposes of this subsection. 











L ec) To enable the Surgeon Gener toa st 
provided in this section, Stetes, counties, health d i and ot | 
subdivisions of the States in establishing and mainta { l 
services, including grants for demonstrations and for t1 of pr 
State and local health work, there is hereby authorized to be appropriated for e: 
fiscal year a sum not to exceed $30,000,000. Of the sum appropriated for 
fiscal vear pursuant to this subsection there shall be available an amount, 1 to 
exceed $3,000,000, to enable the Surgeon General to provide demonstrations and 
to train personnel for State and local health work and to meet the cost of 
allowances, and traveling expenses of commissioned officers and 
of the Service detailed to assist States in carrying oul purpos Ol 
section. 

ic There 1s hereby aul ort ed to be ap ] al ds / i a a ree s ! j , 
enable the Surgeon General to provide demonstrations and 
Slate and 1 wal health work and to meet the cost of pay, a L} a [ l 
er penses of commissione d office s and othe pe mn ne of the S ( I { L lo 


the States and their local subdivisions in ca jing out t} } 30 Or 
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(d) For each fiscal vear, the Surgeon General, with the approval of the Admin- 
istrator, shall determine the total sum from the appropriation under subsection 
[(a), the total sum from] (a) and the appropriation under subsection (b), [and, 
within the limits specified in subsection (¢), the total sum from the appropriation 
under that subsection] which shall be available for allotment among the several 
States. He shall, in accordance with regulations, from time to time make allot- 
ments from such sums to the several States on the basis of (1) the population, 
(2) the extent of the venereal-disease problem, the extent of the tuberculosis 
problem, and the extent of the mental health problem and other special health 
problems, respectively, and (3) the financial need of the respective States. Upon 
making such allotments the Surgeon General shall notify the Secretary of the 
Treasury of the amounts thereof. 

(e) To enable the Surgeon General to carry out the purposes of part B of 
title [V and to assist, through grants, States, counties, health districts, and other 
political subdivisions of the State, and public and nonprofit agencies, institutions, 
and other organizations, in establishing and maintaining organized community 
programs of heart disease control, including grants for demonstrations and the 
training of personnel, there is hereby authorized to be appropriated for each fiscal 
year such sums as may be necessary for such purposes. For each fiscal year, the 
Surgeon General, with the approval of the Administrator, shall determine the 
total sum from the appropriation under this subsection which shall be available 
for allotment among the several States, and shall, in accordance with regulations, 
from time to time make allotments from such sum to the several States on the 
basis of (1) the population and (2) the financial need of the respective States. 
Upon making such allotments the Surgeon General shall notify the Secretary of 
the Treasury of the amounts thereof. 

(f) The Surgeon General, with approval of the Administrator, shall from time 
to time determine the amounts to be paid to each State from the allotments to 
such State, and shall certify to the Secretary of the Treasury, the amounts so 
determined, reduced or increased, as the case may be, by the amounts by which 
he finds that estimates of required expenditures with respect to any prior period 
were greater or less than the actual expenditures for such period: Provided, That 
in the case of amounts to be paid from allotments to any State under subsection 
(e), the Surgeon General may determine and certify to the Secretary of the 
Treasury amounts to be paid to a county, health district, other political subdivision 
of the State or to any public or nonprofit agency, institution, or other organization 
in the State, if he finds that payment to such subdivision or other organization has 
been recommended by the State health authority of the State, and (1) that the 
State health authority has not, prior to August 1 of the fiscal year for which the 
allotment is made, presented and had approved a plan in accordance with sub- 
section (g), or (2) that the State health authority is not authorized by law to 
make payments to such other organization. Upon receipt of such certification, 
the Seeretary of the Treasury shall, through the Division of Disbursement of the 
Treasury Department and prior to audit or settlement by the General Accounting 
Office, pay in accordance with such certification. 

(g) The moneys so paid to any State, or to any political subdivision or other 
organization, shall be expended solely in carrying out the purposes specified in 
subsection (a), or subsection (b), [or subsection (c),J or subsection (e), as the 
case may be, and in accordance with plans, approved by the Surgeon General, 
which have been presented by the health authority of such State, or, under the 
circumstances specified in subsection (f) (1), by the political subdivision, or the 
agency, institution, or other organization to whom the payment is made[, and, to 
the extent that any such plan contains provisions relating to mental health, by 
the mental health authority of such State]. 

h) Money so paid from allotments under subsections (a), (b), [(c),] and (e 
shall be paid upon the condition that there shall be spent in such State for the 
same general purpose from funds of such State and its political subdivisions (or 
in the case of payments to a political subdivision or to an agency, institution, or 
other organization under circumstances specified in subsection (f) (1), from funds 
of such political subdivision or organization), an amount determined in accordance 
with regulations. 

i) Whenever the Surgeon General, after reasonable notice and opportunity 
for hearing to the health authority [[or, where appropriate, the mental health 
authority ] of the State (or, in the case of payments to any political subdivision or 
any agency, institution, or other organization under the circumstances specified 
in subsection (f) (1), such subdivision or organization) finds that, with respect to 


money paid to the State, subdivision, or organization out of appropriations under 
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subsection (a), or subsection (b), [or subsection (c),] or subsect 
may be, there is a failure to comply suvstantially with eith 
(1) the provisions of this section; 
2) the plan submitted under subsection (g); or 
(3) the regulations; 
the Surgeon General shall notify such State health authority [or mental hea 
authority J, political subdivision, or organization that further payments v not be 
made to the State subdivision, or organization from appro] i i 
subsection (or in his discretion that further payments will not be mac 
State, subdivision, or organization from such appropriations for acti 
which there is such failure), until he is satisfied that there will no longer be ar 
such failure. Until he is so satisfied the Surgeon General shall make no furt 
certification for payment to such State, subdivision, or organization fron 
priations under such subsection, or shall limit payment to activities i 
there is no such failure. 

J Ail reguligtions and amendments thereto \ it} respect to grants t States 
under this seetion or section 315 shall be made after co! litation wit! [a confer nee 
of] the State health authorities and, in the case of regulations or amen 





which relate to or in any way affect grants [under subsection (¢) ] for work in the 
field of mental health, the State mental health authorities Insofar as practi 

the Surgeon General shall obtain the agreement, prior to tl Suan CE f ar 
regulations or amendments, of the State health authorities and, in the ¢: 


regulations or amendments which relate to or in any way affect grants [unde 
section ¢) ] for work in the field of mental health, the State mental health author 
ites Except in Case of emergency s ch reguiations sha bye S116 ( 
day notice to and presentation to the annual co Jerence of h healt} itho 

(k) Funds appropriated under subsection (a) and funds appropriated under 
subsection (b), in addition to being available for payments to States, shall also be 


aveilable for expendit ire by the Surgeon General in otherwise carrving out the 


respective subsections, including expenditures for printing and binding of the fi 
ings of investigations, and for pay and allowances and traveling expenses 
sonnel of the Service engaged in activities authorized by the respective subse 


GRANTS TO STATES FOR STATE PUBLIC HEALTH SERVI S VD 1 1 PU! 
HEALTH UNITS 


Sec. 818. a For the purposes of this section 

1) the term “‘local p tblic health init’? mear the a ( aul 
a local area authorized to p ovide n such area the public healt} rire 
which funds are made available under this sectior ne ling a unit of a State 
qd wernment specifically assigned responsib fy for the ( m of pul healti 
ervices i7. a local area and ? l ding the D frict ( / ! a yl 
tion of the governme ntal authorities of two or more contiquo wal areas a 
ized to provide such services in such combined area 

the term population” A , a app ed toa State , a fhe po} 

thereof according to the latest estimate available from ¢ Department « ( 
merce on August 31 of the jear preceding the fis yea portion thereof) fo 
which a determination with re spect to such populatior made unde 
tion. and B). as applied lo less than State 1de area near the population o 
such areas according to the most recent decennial ce? fig f ce fied | 
Department of Commerce that are available on August 31 of the year preceding 
the fiscal year (or portion the eof for which a determinatior it} espe 
such population is made under this section, increased or decreased in proportion 
to the increase or decrease since such census of the po ation of ti Niate 
estimated in accordance with clause (.A) hereof: 

3) the average pe r capita arCcOorNTE of the l nited States or the ¢ ae 
income of a State, as the case may be, means tts averar j amta inco ” 
the three ; most recent consecuttve yea fi hac f f 
fron the Depa tment f Commerce ? Auaqust ] 
year for which the determination ts made, except ti 3 ’ 
rnconre f Ha “111 shall he d emed to be ¢ pile lot / i ? / , 1 
States (ercluding Alaska) and the average per capita Te } 
Rico, and the Vi gt Tslands shall be deemed to he « ! { f ty 
continental Unate ites f r Al ( 

h To enabli the Su geo? Gen a ] fy agsist ft} Nia 
tai ] ade ] if publi healt G4 17S tried . fo ass / 


dimistons ? establishiy and maintain q 











publi 
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health units for the provision of public health services, there are hereby authorized 
appropriated for each fiscal year beginning with the fiscal year ending June 30, 
, such sums as may be necessary to carry out such purposes, re spectively. The 
ippropriated pursuant to this section shall be used for making payments to 
s which have submitted, and had approved by the Surgeon General, State plans 


rrying out the purposes of thts section. 


Within six months after the enactment of this section, the Surgeon General shall 
lation pre scribe with respect to local public health units 

(1) the minimum population to be served by each public health unit, with 
variations for different types of areas, but such units shall not exceed in any 
State more than one jor each thirty-five thousand population, CICE pt that in States 


, ; 
having less than twelve persons per square mile they shall not exceed one for each 


Qui 


twenty thousand population; and the minimum number and types of full-time 


pl rf ssional and other pe rsonnel which local public health units in various type 8 


oO} areas must ¢ mj lo . rnel sding conditions ! nde r whit h and the extent to which 
compliance with such requirements may be vost poned; 

subject to the limits set forth in subsection (d 7), general methods of 
/ 


administration necessary to assure efficient and economical provision of public 


i l 
health services und r State plans, including the conditions inde v which and the 


extent t 


which com) liance with such methods may be post} oned: 
. , 


) 
3) the types of services whicl 





shall be considered “Dp thlic health services’’ for 
which Fe di ral funds provided unde r this section may he eX pe nded under NState 


lans, which may include services dealing with the diagnosis and prevention of 


d sease, the control of comn ni ale d scase, health ed ication, de monstrations, 


sanitation, vital fatistics, th fraining of personnel for State and local public 


healt! vork, and other aspects of prev nlive medicine, but shall not include 
, ; : ' 
medical. dental. or n irsing care except in th diaqnosis or prevention of disease 
or the control of communicable disease or the promotion, ¢ stablishme nt, or marnie- 
; 


of industrial acci lent prevention programs, 





order to be approved under this section, a State plan shall 
1) set forth a program for establishing and maintaining adequate State public 
health Services, including programs in mental health: 
set forth a program for « stablish ing and maintaining ad quate State p iblic 
health service including health units for the provision of public health services: 
Provided, Th 
aspects of health activities in its plan, if the er pense thereof ts borne by the Stale 


and its subdivisions and not included in the term "ex pe nditures’’ for the pur- 


at noth ng herein shall prevent the State from including other 


poses of subsection (e) hereof; 
3) provide for the extension of the program referred to in paragraph (2) of 
t} S 8S ibsect on SO as to assure coverage ender the program of all areas wih the 
State at the earliest practicable date . 
contain satistacto / evide nee that the State health authority and the local 
p blic health units of the State whose populations are covered hy the program 
re ferred to in paragraph 2?) of this subsection will have authority to carry out 


provisions of this section and requlations 


, 
the program tn conformity with the / 


prescribed thereunde 


) provide, subject to requilat Ons prese ribed under subsection (c), that each 
ioca p thlic health anil pro d ng publ ‘ health SETUViCE# under the plan } tie 


? f 


ffi t ! icient and economical administration of 


en financial resources to assure ¢ 


fd { 
such he uth Services; 

6 provide for the allocation of all fund eceived by the State health authar ty 
for carrying out the program re ferred to in parag aph 2) of this subsect on, to 
local public health units participating in the State plan, in accordance with 
methods that will assure eq table distribution and the eff trve use of such funds 


- ; ta? } us 
nl the extension and expansion of public healt} SETVICES, and provide that all 
‘ yo} . 


such funds shall be used by such units solely for the provision of such services; 
provide such methods of administration of the State plan, includ ng 
methods relating to the establishment and maintenance of personnel standards 
on a merit basis except that the Surqgeor General shall exercise no autho ty 
atl respect to the selection, tenure of office, or compen: ttion of any individual 
employe l in accordance with such methods , as may be necessar y to assure the 


ent and economical provision of p ihlic health services under the plan; 

s provi le that the State health auth rity Ww ll make such re ports, in such for m 
and containing such information, as the Surgeon General may from time to time 
reasonably require, and give the Surgeon General upon demand access to the 
records ipon which such inform ution is based. 
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The Surgeon General shall approve any State plan and any modification the f h 
complies with the provisions of this subsection and regulations prescribed und: - 
tion (c). 

(e) (1) From the sums appropriated pursuant to this section for each fisca - 
for carrying out the program referred to in paragraph (1) of subsection (d) of tl 
section, the Surgeon General shall, from time to time and for specified periods, make 
allotments (including amounts allotted from such sums for any prior period in the 
same fiscal year and remaining unpaid to the States) to the several States on 
of (1) population, (2) average per capita income, and (3) special factors re to 
the extent of the health problem in each such State. The amounts to be paid to eac} 
State having an approved plan from the allotments to such State, shall be paid yt 
condition that there shall be spent by the State for carrying out the approved ] 
the purposes of the program referred to in paragraph (1) of subsection (d) of tl 


section, an amount determined in accordance with regulations. 
(2) From the sums appropriated pursuant to this section, each State which has a 


State plan approved in accordance with subsection (d) shall be entitled to rec é jor 
each fiscal year, for carrying out the program referred to in paragraph (2) of such 
subsection, an amount which bears the same ratio to one-third of the total expenditures 
for such purpose for such year under the plan as the average per capita income of the 
continental United States (excluding Alaska) bears to the average per capita v 

of such State, exce pt that (1) in no case may the amount paid to such State for a. ! 
year exceed two-thirds of the expenditures for such purpose under the State plan for 
such year, and (2) there shall not be counted as expenditures under the State mn 
for such purpose for any fiscal year any sum in excess of $1.50 (or such higher amount 
as may be specified in the appropriation pursuant to this section for such yea 
expended by any local public health unit participating in the State plan, multiplied 


by the population of the area of such unit. If. during the fiscal year, the areas 
4 poT . : ‘ 






covered by the State plan are changed, appropriate edjustments, prorated in accord- 
ance with the time the change becomes effective, shall be made in determining the 
maximum amount of the expenditures. If for any fiscal year appropriations pur- 
suant to this section for carrying out the program referred to in paragraph ) of 
subsection (d) are less than the Federal proportion under this paragraph with respect 
to total estimated erpenditures (as of the beginning of such fiscal year) for such pur- 
pose for such year under State plans the amount to which each State is entitled under 
this paragraph shall be reduced proporttonately. 

(3) No expenditures from grants received from the Federal Government under any 
pro ision of law (other than pursuant to this section) and no expenditures made by 
the State or by its subdivisions which have been re porte las ¢ cpenditures for the purposes 


of any other program aided by Federal grants, shall be counted as expenditures under 
the plan. 


1) The Surgeon General may, by requlation, prescribe the extent to which the cost 
of services, facilities, and equipment utilized by a State or its subdivisions in carrying 


out a State plan approved under this section and utilized in addition tn carrying out 
one or more State programs approved under other provisions providing for 
Federal grants to assist States or thetr subdivisions in car ng out health programs, 
shall be deemed to constitute ex pe nditures under this subsection, a } meg 
may provide that, if the major utilization of such services, fa ties, and supp n 
carrying out a State plan approved under this section or ts so led amona other 
programs as to make an apportionment thereof impracticable, the entire cost thereof 
shall be deemed to constitute an expenditure for the purpose of this subsection. 

f) The Surgeon General shall, prior to the beginning of each perioa for which a 
payment is to be made, estimate the amount to be paid to the State for such period 
pursuant to subsection (e), and shall then certify to the Secretary of the Treasury 
the amount so estimated, increased or decreased, as the case may be, by any sum by 
which he finds that his estimate for any prior period was greater or less than the amount 
which should have been paid to the State under subsection (« ‘ such period The 
Secretary of the Treasury shall there upon, p? tor to audit or settlement by the General 
Accounting Office, pay to the State, at the time or times fired by the Surgeon General, 
the amount so ce rtified. 

(g Whenever the S irgeon Gene ral, afte r reasonable notice an opport try for 
hear ing to the health authority of the State finds 

(1) that the State plan has been changed so that it no longer compli vith 
the require ments of subsection (d); or 

(2) that in the administration of the plan there is a failure to comply substan- 
tially with any provision required by subsection (d) to be included he plan; or 

(3) that the State plan has ceased to comply with regulations under subsection 
(c): Provided, That no change sina State plan shall be eq ed thin two 
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years after initial approval thereof, or within two years after any change required 

therein by reason of any change tn the regulations prescribed pursuant to sub- 

section (c), except with the consent of the State or in accordance with further 
action by the Congre ss; 

the Surgeon General shall notify such State health authority that further payments 

will not be made to the State from appropriations pursuant to this section (or, in his 

etion, that further payments will not be made to the State from such appropriations 

ties or areas in which there is such failure) until he finds that the plan again 

vith such requirements or until he is satisfied that there will no longer be 

T'ntil he so finds, or is so satisfied, the Surgeon General shall make 

ation for payment to such State from appropriations pursuant 

all limit payment to activities or areas in which there is no such 


Ss dissat shied with the Su rgeon Gre ne ral’s action under sub- 
such State may appeal to the United States court of appeals 
ich State zs located. The summons and notice of appeal 

rved at an j ; the United States. The S irgeon General shall forth- 
Vy and file z l ( f the transcripl of the proceedings and the record on 
hased h S action. 
The findings of fact by the Surgeon General, unless substantially contrary to 
ht of the evide nee , shall be conclusive; but the court, for good cause shown, 


emand the case to the S geon General to take further evidence - and the Surqeon 
may there spon n ake new or modified findings of fact and may modify his 
and shall cert 4 to the court the transcript and re cord of the furthe r 
Such new or modified findi nas of fact shall likewise be conclusive unless 

contrary to the we yh ot the evidenc 
Th court shall have yuri diction to affirm the ac ron of the S irqgeon Gene ral or 


de. in whole or in pari The yudgqment of the court shall be sul ject to review 


Supreme Court of the United States upon certiorari or certification as provided 


an section 1254 of title 28 of the United States Code. 
. * * x * * 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8S. 47] 


The Committee on the Judiciary, to which was referred the bill 
(S. 47) for the relief of Madeleine Quarez, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to enable Madeleine Quarez, a citizen of 
Belgium who was born in China of Belgian parents, to apply for an 
immigration visa for admission into the United States for permanent 
residence under the quota for Belgium. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 21-year-old citizen of Belgium who 
was born in China of Belgian parents. She is a member of the Latter 
Day Saints Church and desires to join the main body of Saints in 
Utah and Nevada. Due to the fact that Miss Quarez was born in 
China she is chargeable to the Chinese quota although she is a Belgian 
and her parents were Belgians. Had she been born in Belgium she 
could readily obtain a quota immigration visa. 

A letter dated January 25, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General 
with reference to the case reads as follows: 
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JANUARY 25, 1951. 

Hon. Pat McCarran, 

Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

_My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 47) for the relief of Madeleine 
Quarez, an alien. 

The bill would provide that Madeleine Quarez, who was born in China of 
Belgian parents, shall be deemed to have been born in Belgium. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Belgium and was born on September 7, 1929, 
at the International Settlement in Tientsin, China. Mrs. Lawrence Jeppson of 
Reno, Nev., stated that her son, a missionary for the Latter Day Saints Church, 
became acquainted with the alien in France or Belgium. It appears that Miss 
Quarez has been educated in Catholic convents in China, and is presently em- 
ployed in Liege, Belgium, where she resides with her mother and brother. 

Section 12 (a) of the Immigration Act of 1924 specifically provides that for the 
purposes of that act, nationality shall be determined by the country of birth. 
The alien is, therefore, chargeable to the Chinese geographical quota, which is 
oversubscribed and an immigration visa is not readily obtainable. The record 
fails to present any facts, however, which would justify the enactment of special 
legislation exempting her from the usual requirements of the immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 

The following letters from Elder Lawrence S. Jeppson, a missionary 
for the Latter Day Saints Church, offer additional information in 
connection with the case: 

Liece, Betcium, May 13, 1950. 
The Honorable Par McCarran, 
United States Senator from Nevada, 
United States Capitol, Washington, D. C., U. S. A. 

DeaR Senator McCarran: I write this letter to you because as a preeminent 
authority on American immigration law and chairman of the Senate Judiciary 
Committee, your knowledge of American immigration procedure and rules is 
probably unequaled in the United States. Though your senatorial duties present 
you with the greatest problems of the day, I hope you can lend your influence and 
knowledge to a smaller problem, which, however, is very important for the happi- 
ness of those concerned. 

The situation I ask you to aid concerns the projected immigration of one 
Madeleine Quarez, 20, a Belgian citizen. She is a serious investigator of the 
Church of Jesus Christ of Latter-Day Saints, which she will shortly join. She 
desires to immigrate to Nevada, where she can live as a member of a larger body 
of church members. The Mormons are, as you know, the second largest religious 
group in Nevada. Her sponsorship papers are already all arranged, and her 
immigration could be expedited immediately except for one technicality in Ameri- 
can immigration law. 

Miss Quarez, though born of Belgian banking parents, was born in Tientsin, 
China, and has been registered under the Chinese (White) quota by the American 
consulate general, Antwerp, Belgium. She is informed that her immigration can 
justifiedly be considered impossible because of the negligible quota for people there 
born. 

As I see it, however, there is a technicality in her case that can be applied. 
Miss Quarez was born in the English concession, 90 Victoria Road, Tientsin, 
September 7, 1929. By the principal of extraterritoriality, it would seem to me 
that she should be considered as being born not in China but in Great Britain. 
Or, if immigration law can somehow be applied to nationality of birth instead of 
locality, she should be permitted to immigrate as a Belgian. ‘lo protect her 
Belgian citizenship, her birth was registered with the Belgian consulat general of 
Tientsin. 

Inasmuch as there is practically no waiting period for immigrants with proper 
papers on the Belgian quota, I should be much appreciative if you could get Miss 
Quarez’s classification changed from the Chinese quota to the Belgian; or, this 
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failing, if you could get it changed, because of extraterritoriality, to the British. 
Or, if there is no way you can get the classification changed, it would be appreci- 
ated with heartfelt thanks if you could obtain more or less immediate approval 
for her as an immigrant on the Chinese (white) quota. 

You may rest assured of the character of this person. As a missionary for 
the Mormon Church I have had a good opportunity to get to know her, and I 
can assure you that her character is highly thought of in the community. She 
has a good education and, thanks to early schooling in the British concession in 
China, she speaks both French and English as native languages. She was re- 
cently offered a good position by the United States Embassy at Bruxelles and is 
now employed in a responsible administrative position by the largest chain of 
department stores in Belgium. 

She would have no trouble in supporting herself in the States, of marrying, and 
becoming a fine citizen. She would bring to our Nation more of the qualities 
which have given it its greatness. Members of the church in Nevada are anx- 
ious to help her make a new life in a land where religious liberty is regarded more 
sacredly. 

Any help you can give her in this matter will be honestly appreciated, not only 
by the people involved but, I think, the Divine Recorder of human kindnesses. 

Yours very sincerely, 
Elder LAWRENCE S. JEPPSON, 
Latte r-Day Sainis Missionary and 
Editor of the magazine, L’ Etoile. 





EGLISE DE J&sus-CHRIST DES SAINTS DES DERNIERS JOURS, 
La Mission FRANGAISE, 
Genéve, Switzerland, July 4, 1950. 
Senator Par McCarran, 
United States Senate, Committee on the Judiciary, 
Washington, D. C., U.S. A. 


DEAR SENATOR McCarran: I was very gratified at your considerate reponse 
to my recent letter concerning Madeleine Quarez and the bill that you have intro- 
duced for her relief. 

Most of the facts I believe I have already given. Her sponsorship papers have 
been obtained, and it is this matter of Chinese quota which makes emigration 
impossible. 

The merits of her case, the actual emigration, I would imagine fall properly 
under the emigration authority and should be reserved to be given to this authority 
upon the passage of the bill. 

If you find that there is any other information which should be presented before 
the Judiciary Committee, I am anxious to respond. But I don’t specifically know 
what is required. 

With the outbreak in Korea, I realize the added worries put on the shoulders 
of the Senate; nevertheless, I trust that this bill may be acted upon, and not lost 
by recess. 

The seat of my work is now in Geneva, but I am of course in correspondence 
with the concerned parties in Belgium. Correspondence should be addressed to 
me here, at the Mission Frangaise. 

Thanking you again for your most generous efforts, I remain, 

Yours sincerely, 
ELpER LAWRENCE 8. JEPPSON. 


EGLISE DE Jésus CurRIsT DES SAINTS DES DERNIERS JOURS, 
La Mis 


SION FRANGAISE, 
Geneve, Switz ! 


? January 15, 1951 
The Honorable Par McCarran 42 
Chairman, Committee on the Judiciary, 
United States Senate, 


Washington D. C., U.S. A. 
DEAR SENATOR McCarran: Reference is made to your letter of June 5, 1950. 
Not having heard from you in reference to Senate bill, 8. 3647, for the relief 
of Madeleine Quarez, I suppose the action has died with the last Congress. How- 
ever, the need of passage for this piece of legislation remains the same; in fact, 
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viewing world conditions on a whole, one sees that the matter has become even 
more urgent. 

Knowing the press caused by the war and by the elections, I have refrained 
from writing you these past months, hoping that you would be quietly working 
on the matter, which may very well be the case. I know that shortly before 
elections immigration people called on my parents and made inquiries about Miss 
Quarez; this seemed somewhat irregular inasmuch as she has never received any 
notification of change in quota or prospects of ever being considered for immigra- 
tion under existing conditions. 

Since my last letters, Miss Quarez has become officially a member of the Latter 
Day Saints Church, and she is more anxious than ever to join the main body of 
Saints in Utah and Nevada. Her character and ability are attested to by the 
fact that both the United States Embassy in Brussels and the officials of the 
Atlantic Pact mission in Belgium have approached her several times with offers 
of employment. 

I should appreciate it very much if you could reintroduce and secure passage 
of this measure, or, if some other means is feasible, get the case considered by the 
immigration department immediately. 

In 2 months I shall be leaving Europe, and I trust that before that time this 
matter may be brought to a very satisfactory conclusion. I feel to thank you for 
the effort and consideration you have given thus far on this situation. 

Sincerely yours, 
ELpER LAWRENCE 8, JEPPSON. 


The committee, after consideration of all the facts in the ease, is of 
the opinion that the bill (S. 47) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany S. 529] 


The Committee on the Judiciary, to which was referred the bill 
(S. 529) for the relief of Humayag Dildilian and his daughter, Lucy 
Dildilian, having considered the same, reports favorably thereon with- 
out amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Humayag Dildilian and his minor daughter 
Lucy Dildilian. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and he ai taxes. 


STATEMENT OF FACTS 


This bill was reported favorably by the Senate Committee on the 
Judiciary in the Eighty-first Congress. The case relates to father 
and daughter, 51 years of age and 3 years of age, respectively. Mr. 
Dildilian was born in Turkey and is a naturalized citizen of Greece 
Lucy Dildilian is a native and citizen of Greece. They last entere .d 
the United States as visitors on December 12, 1949, for the purpose 
of obtaining treatment for the minor child, who had been stricken 
with poliomyelitis in Greece in November 1949. The child has been 
receiving treatment at the Newington Home for Crippled Children, 
Newington, Conn. The expenses of her hospitalization are being 
borne by Mr. Dildilian’s brother, who resides in Suffield, Conn. It 
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is stated that the child will need more or less constant attention for 
the next few years. 

A letter dated August 15, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Acting Deputy Attorney 
General with reference to S. 3345, which was a bill introduced in the 
Eighty-first Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, August 15, 1950, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in reply to your request for the views of the Depart- 
ment of Justice relative to the bill (S. 3345) for the relief of Humayag Dildilian 
and his family. 

The bill would provide that Humayag Dildilian and his daughter, Lucy Dil- 
dilian shall be considered to have been lawfully admitted to the United States for 
permanent residence as of the date of their last entry into this country, upon the 
payment of the required head taxes and visa fees. It would further direct the 
Secretary of State to cause immigration visas to be issued to Elenie Dildilian and 
her daughter, Vasiliki Dildilian, of Piraeus, Greece, permitting their entry into 
the United States for permanent residence, and to instruct the quota-control 
officer to deduct four numbers from the nonpreference category of the proper 
immigration quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Humayag Dildilian was born in Samosous, Turkey, on October 10, 
1899, and is a naturalized citizen of Greece. His wife, Elenie, 38 vears of age; 
his daughter, Vasiliki, 11 years of age; and his daughter, Lucy, 3 years of age, are 
all natives and citizens of Greece. Mr. Dildilian last entered the United States 
at the port of Boston, Mass., on December 12, 1949, with his daughter, Lucy, 
who had been stricken with poliomyelitis in Greece in November 1949. They 
were temporarily admitted until April 10, 1950, for the stated purpose of per- 
mitting the daughter to undergo treatment for her ailment. The record further 
indicated that the alien is the owner of a photographic business in Kokinia, 
Athens, Greece, where his wife and other daughter are presently residing. 

Since entering this country, Lucy Dildilian has been receiving treatments for 
her condition at the Newington Home for Crippled Children, Newington, Conn. 
It appears that the expense of her hospitalization is being borne by Mr. Dildilian’s 
brother who resides in Suffield, Conn. 

The quota of Turkey to which Mr. Dildilian is chargeable and the quota of 
Greece to which the other members of his family appear to be chargeable are 
oversubscribed, and quota immigration visas are not readily obtainable. They 
were admitted to this country for the sole purpose of permitting the minor alien 
to undergo treatment for her physical condition and not to permit them to 
legalize their residence in this country by obtaining an unjust preference over 
other aliens abroad who are awaiting the issuance of immigration visas. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
PrereR CAMPBELL Brown, 
Acting Deputy Attorney General. 

Senator Brien McMahon, the author of the bill, has submitted the 
following information in connection with the case: 

SuFFIELD. Conn., June 5, 1950. 
Senator Brien McManon, 
Capitol Building, Washington, D. C. 

My Dear Senator McManon: The questionnaire regarding bill S. 3345 has 
been forwarded to me by Hon. Winifred McDonald with a request that I answer it. 
(1) The circumstances surrounding the entry of the person to the United States 

Last November Lucy Dildilian, a resident of Greece, was stricken by infantile 
paralysis and was almost completely paralyzed. Since the necessary medical care 
was not available in Greece a temporary visa was obtained for the child and her 
father, Humayag, to come to this country for specialized treatment. 
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They arrived by plane at Boston on December 12, 1949. Lucy was immedi- 
ately taken to the Newington Home and Hospital for Crippled Children, Newing- 
ton, Conn., where she has been ever since. 

Even though Lucy has shown remarkable improvement, we have been told by 
the doctors that she will have to be hospitalized for at least a year and a half more; 
that she will need specialized treatment and surgery throughout her growing life, 
as present indications are that her recovery will not be complete. Her father, 
naturally, does not want to leave Lucy in this country alone and neither does he 
care to take her back to Greece before her treatment is complete. 


(2) The present activities of such person 


Lucy Dildilian has been confined at the hospital ever since her arrival; Humayag, 
her father, has been inactive excepting for visits to the hospital. 


(3) How such person is presently earning a living, or whether dependent on some 
other person for support 
Humayag Dildilian has not been gainfully engaged since his arrival. Both 
he and Lucy are entirely dependent on Ara Dildilian, his brother, who has paid 
all their expenses, as well as the medical and hospital expenses of Lucy. 
Ara Dildilian is a chemical engineer and lives in Suffield, Conn. Humayag 
Dildilian resides with him. 


(4) Whether or not such person is engaged in any activities, political or otherwise 
injurious to the American public interest 


? 


Humayag Dildilian is not and has not engaged in any activity either in this 
country or abroad which is injurious to the American public interest. 


(5) Has such person been convicted of an offense under any Federal or State law 
and if so, what offense 
Humayag Dildilian has never been convicted of any offense under any Federal 
or State law. 
I trust that I have answered the question properly and if there is any addi- 
tional information required I would be glad to supply it. 
tespectfully yours, 


, 


MartTuHa DI.LpILian 
Mrs. Ara T. Dildilian 


HARTFORD, Conn., August 5, 1950. 
Re Lucey Dildilian. 
Mr. Ara T. DILDILIAN, 
River Boulevard, Suffield, Conn. 
Dear Mr. Divpriian: In order to bring you up to date in the progress of 


your niece Luey, who is still at Newington Home and Hospital for Crippled 
Children, I felt I had better write you. 

Lucy is in the process of having braces fitted and these will be ready within 
the next week. This represents a new stage in her treatment of infantile paralysis 
for it is the first step toward ambulation. Our plan now is that of getting her 
into braces and onto her feet, instructing her in walking, and within a short 
time, probably another 12 weeks, she may be in condition to leave the hospital 
and be treated as an out-patient there and at my office. It is because of this 
that I am writing specifically, for we must plan our future care and supervision. 
It will be necessary to have someone at home who can direct her physical therapy 
and look after her and her braces, as well as transport her to the hospital for 
physical-therapy supervision, and to our office for supervision, which will be 
fairly frequent in order to keep apace of her progress and keep her braces and 
treatment in adjustment with her growth and return of physical strength. 

I wonder if it would not be possible for her mother to come to this country 
in order that she might take over this phase of Lucy’s supervision. She would 
be the most logical person, and I am sure would undoubtedly be the most capable 
person to take over these functions which a mother can handle better than a 
stranger. If it would be possible to arrange this, we could see to it that her 
mother received instructions prior to Lucy’s discharge, and would become familiar 
with English terms that Lucy now understands in directing her treatment. 

How long this child will have to continue on out-patient care cannot be stated 
at this time, except that she will need more or less constant supervision until 
she has obtained her full growth, which would be around the age of 16 or 17, for 
she is going to need braces that will have to be constantly altered as growth 
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occurs, and treatment program will be altered according to progress of her re- 
turning power. We do not anticipate any immediate corrective surgery but we 
may in later childhood when she will probably need corrective surgery in order to 
improve her, or we may find it more advantageous to wait until she reaches adult 
life before considering surgical approach. 
Very truly yours, 
Burr H. Curtis, M. D. 

The bill has been reintroduced in the Eighty-second Congress in the 
same form in which it was reported favorably in the Eighty-first 
Congress. Once the status of the father and daughter is adjusted it 
is likely that the mother and another daughter who are in Greece will 
be able to obtain administrative relief. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 529) should be enacted. 


O 
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The Committee on the Judiciary, to which was referred the bill 
(S. 587) for the relief of Sotirios Christos Roumanis, having considered 


the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to grant the status of permanent residence 
to Sotirios Christos Roumanis upon payment of the required visa fe¢ 
and head tax. The bill also provides for an appropriate quota deduc- 
tion. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 40-year-old national of Greece who 
entered the United States as a visitor on August 9, 1948. Information 
in the committee files is to the elfect that if the beneficiary of the 
bill should return to Greece his life would be in jeopard 

A letter dated June 9, 1949, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 846, which was a bill introduced in the Kighty-first 

I 


Congress for the relief of the sume alien, reads as ollows 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, June 9, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8S. 846) for the relief of Satirios Christos 
Roumanis, an alien. 

The bill would provide that, in the administration of the immigration and 
naturalization laws, Satirios Christos Roumanis, of Denver, Colo., who was ad- 
mitted into the United States on a temporary visa, shall be considered to have been 
lawfully admitted to this country for permanent residence as of August 8, 1948, 
the date of his actual entry, upon payment of the required head tax and visa fee. 
The bill would also direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the appropriate immigration quota, 

The records of the Immigration and Naturalization Service of this Department 
disclose that the alien was born in Greece on December 28, 1909, and that he is a 
citizen of that country. He arrived in the United States at Chicago on August 9, 
1948, when he was admitted as a temporary visitor for 3 months. The alien has 
overstayed the period of his temporary admission and is unlawfully in the United 
States. His wife and daughter reside in Greece where he owns his home and a 
shoemaking business with a combined value of about $13,000. He is presently 
living with his wife’s sister and her husband in Denver, Colo., who have stated 
that they are able and willing to support him until such time as he becomes self- 
supporting. If he is permitted to remain in the United States, the alien plans to 
bring his wife and daughter to this country as soon as it is possible. On December 
29, 1948, the alien filed an application for adjustment of his immigration status 
under section 4 of the Displaced Persons Act of 1948 (Public Law No. 774, 80th 
Cong.) on which final action has not yet been taken. It does not appear, however, 
that he is eligible to apply for relief under that act, since he arrived in the United 
States after April 1, 1948. 

The quota for Greece to which the alien is chargeable is oversubscribed and a 
visa is not readily obtainable, but the record fails to disclose sufficient reason to 
justify granting a preference to him over other persons who are chargeable to the 
quota for Greece 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General, 


Senator Edwin C. Johnson, the author of the bill, has submitted the 
following affidavit in support of the bill: 


Auacusr 17, 1949. 
I, Panayes G. Dikeou, do solemnly swear that the life of my brother-in-law, 
Sotirios Christos Roumanis, will be endangered if he is returned to Greece. 
Sotirios Christos Roumanis left Greece for the United States because his life had 
been threatened by the Communists, and his home had been raided by the Com- 
munist Party three times. He was forced to flee, leaving his wife and daughter; 
furthermore, he had to dissolve a flourishing business, because it was impossible 
for him to continue. It is imperative for his life and his well-being that he be 
permitted to remain in the United States on a permanent immigration visa. 
Panayes G. Dikeou. 
Sworn to and subscribed before me this 17th day of August 1949. 
[SEAL] Avausta W. Scuirr, 


Notary Publi 
My commission expires October 17, 1949. 


It is the information of the committee that the beneficiary of the 
bill is not eligible for relief under section 4 of the Displaced Persons 
Act, as amended. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 587) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 695] 


The Committee on the Judiciary, to which was referred the bill 
(S. 695) for the relief of William Greville Birkett, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The bill exempts the beneficiary from certain exclusion provisions 
of the immigration law so that he may be lawfully admitted into the 
United States for permanent residence upon compliance with the other 
provisions of the immigration laws and thereby join his wife, who is a 
resident of Connecticut. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 70-year-old native of England and 
citizen of Canada who has been temporarily admitted into the United 
States. He is inadmissible for permanent residence because he admits 
the commission of certain offenses, which appear in greater detail in 
the following quoted letter, dated November 16, 1950, addressed to 
the chairman of the Senate Committee on the Judiciary from the 
Deputy Attorney General with reference to S. 3737, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien. 
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NovEMBER 16, 1950. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3737) for the relief of William Greville 
Birkett, an alien. 

The bill would provide that William Greville Birkett shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
the date of his last entry, upon payment of the required visa fee and head tax. 
It would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the nonpreference category of the appropriate immi- 
gration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that William Greville Birkett is a citizen of Canada and a native of 
England, having been born in Stockton-on-Tees, Durham, England, on March 3, 
1880. He last entered the United States at the port of Highgate Springs, Vt., 
on August 11, 1950, when he was admitted under section 3 (2) of the Immigration 
Act of 1924 for a period to expire on September 8, 1950. Temporary admission 
was granted him under the authority contained in the ninth proviso to section 3 
of the Immigration Act of February 5, 1917, for one visit not to exceed 6 months, 
all other visits not to exceed 29 days, if he was not found inadmissible on grounds 
other than as one who admitted the commission of crimes involving moral turpi- 
tude, namely, bigamy and obtaining money under false pretenses on three occa- 
sions; and as one who has been convicted of a crime involving moral turpitude, 
namely, obtaining money under false pretenses on three occasions. The alien 
was granted an extension of his temporary stay for a period of 6 months on 
October 4, 1950. 

The files further reflect that Mr, Birkett first entered the United States at the 
port of Philadelphia, Pa., on April 23, 1913, claiming to have traveled in possession 
of a ticket in the name of James Sadler. On September 27, 1934, a warrant of 
deportation issued against him on the ground that he was in the United States in 
violation of the Immigration Act of 1924,in that at the time of his entry he was 
not in possession of an unexpired immigration visa, and on the additional ground 
that he was in the United States in violation of the act of 1917, in that he had been 
convicted of and admitted having committed a felony or other crime or mis- 
demeanor involving moral turpitude prior to entry, namely, bigamy, false pre- 
tenses, and obtaining money under false pretenses. He was deported to England 
on November 24, 1934. At the hearing granted him under the deportation pro- 
ceedings, he testified that bankruptcy proceedings had been instituted against 
him in England and that he had not been discharged, that in August 1914 he 
proceeded to Canada, where he enlisted in the armed forces of the Dominion, 
remaining until April 1915, when he returned to this country through the port 
of Buffalo, N. Y. He stated that thereafter he resided in this country except for 
short trips to Canada and Mexico, his last entry before he was deported occurring 
on August 12, 1934, at Swanton, Vt. Mr. Birkett testified that he was married in 
England in 1907 and that he has one son born of this marriage. On November 13, 
1933, he was married in New York City to a citizen of the United States, his 
previous marriage not having been terminated. He admitted that he was con- 
victed on charges of false pretenses several times between 1910 and 1917. The 
record indicates that he obtained a divorce from his first wife in 1938 and that 
he married his present wife again on April 8, 1939, in Montreal, Canada. 

The alien’s wife resides in Clinton, Conn., where she owns real estate which 
provides means for their support. Mr. Birkett advised that he is now unem- 
ployed, that he was employed for 13 years in the procurement department of 
the Canadian Air Force in Ottawa, Canada, and that his employment was ter- 
minated in September 1949 because of lack of appropriations. In connection with 
his appeal from an excluding decision of a board of special inquiry in 1947, it was 
established that he had effected a rehabilitation, and it was ordered that he be 
admitted for visits not to exceed 29 days in duration over a period of 1 year under 
the ninth proviso above mentioned. Orders granting similar relief were entered 
in September 1948 and November 1949. 

The quota for Great Britain, to which the alien is chargeable, is not oversub- 
scribed at the present time. He is inadmissible to the United States, however, 
under the provisions of section 3 of the Immigration Act of 1917 as one who admits 
the commission of crimes involving moral turpitude and as one who has been con- 
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victed of such crimes. In the absence of special or general legislation he cannot 
be permitted to enter this country for permanent residence. 

Whether under all of the circumstances of this case the general provisions of 
the immigration laws should be waived presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation, 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 

It is the information of the committee that the beneficiary has been 
completely rehabilitated and if admitted for permanent residence 
would be a worthy citizen. 

Senator Brien McMahon, the sponsor of the bill, has submitted 
additional information to the committee, as follows: 


_ Gray-Rocks, 
Clinton, Conn., July 13, 1950. 
Hon. Brien McMaunon, 


United States Senate, Washington, D. C. 

My Dear Senator: According to your letter of July 10 I am forwarding the 
following data requested by the Judiciary Committee: 

1, Entered the United States as an immigrant in 1913. 

2. As a resident in Canada he was employed by the Canadian national defense 
in an executive position, having become a Canadian citizen. In his file are letters 
of splendid recommendation from a member of Parliament and others praising 
his work and ability during the war where he was employed in aircraft production 
and procurement. 

3. He cannot be gainfully employed in the United States while on a visitor’s 
permit. I am financially independent. My income is derived from real-estate 
properties in New York City which are free of mortgage. I also own my residence 
and 55 acres of land in Connecticut. 

4. He is positively a would-be loyal United States citizen. He never has been 
employed in any activities injurious to the American public interest. Note the 
report in his file on information he gave in Canadarelative to Communists who 
wanted to enter the United States. I feel that his information in the above 
matter to our United States Government is outstanding and should deserve every 
consideration. Also see the report from the chief of police in Long Branch, 
Toronto, which is very praiseworthy. 

5. Petty offense in Connecticut in 1917. False pretenses. 

Yours sincerely, 
ANTOINETTE PELLNEN BIRKETT. 

The bill, as originally introduced in the Eighty-first Congress, 
granted the status of permanent residence to the beneficiary as of the 
date of his last entry into the United States. 

During the consideration of that bill by the committee, however, 
it was felt that the facts did not warrant the enactment of the bill as 
it was originally introduced and accordingly the bill was amended so 
as to exempt the beneficiary from certain exclusion provisions of the 
immigration laws. The present bill has been re-introduced in the form 
in which it was reported favorably by the committee in the Eighty-first 
Congress. If the bill is enacted the beneficiary would be required to 
depart from the United States and make application for an immigra- 
tion visa, at which time he would be required to meet all of the other 
requirements of the immigration laws. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 695) should be enacted. 


O 
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_MresMcCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany 8. 768] 


The Committee on the Judiciary, to which was referred the bill 
(S. 768) conferring jurisdiction on the Court of Claims of the United 
States to hear, determine, and render judgment on the claims of 
G. T. Elliott, Inc., and M. F. Quinn, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to confer upon the Court 
of Claims of the United States to hear, determine, and render judg- 
ment upon the claim of G. T. Elliott, Inc., and the claim of M. F. 
Quinn, both of Hampton, Va., against the United States for con- 
pensation for damage allegedly sustained by said cl: om ants by reason 
of the injury to their oyster beds, loss of leased oyster bottoms, loss 
of oysters and clams, in Willoughby Bay, Va., as a res set of dredging 
operations carried on in behalf of the United States in connection 
with the establishment of aviation shore facilities at the naval air 
station, Norfolk, Va., in the years 1940 and 1941 


STATEMENT 


An identical bill, S. 2244, was reported favorably to the Senate from 
the Committee on the Judiciary on December 21, 1950. 

The claimants are lessees of oyster beds alleged to have been dam- 
aged when Willoughby Bay was dredged in 1940 and 1941, in order 
to provide greater depth for large seaplanes using the bay. The 
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Navy Department in its report states that numerous lessees, including 
present claimants, filed claims with the Navy Department after the 
dredging operations were completed but that all such claims were 
denied. Subsequently, several of the lessees, other than the present 
claimants, successfully prosecuted their claims in the United States 
Court of Claims, and in each case the judgment entered was in an 
amount substantially the same as that demanded in the original claims 
filed with the Navy Department. 

The present claimants pursued administrative remedies in attempt- 
ing to have their claim settled and were advised by Government 
officials that there was no way to pay the claim and that the only way 
that such claim could be paid was by private legislation. Records on 
file in the Senate Judiciary Committee substantiate these facts. 
While the claimants did have an adequate remedy at law, they 
pursued other means of obtaining their claims upon erroneous advice. 

It is noted that the Department of the Navy states that the denial 
of the claims by the Navy Department in the first instance was not 
wholly justified. 

The committee believes that this is one of the instances in which 
the facts are sufficient to justify the waiving of the statute of limita- 
tions and therefore recommends that the bill S. 768 be con- 
sidered favorably. 

Attached and made a part of this report are letters from the Depart- 
ment of Justice, dated November 22, 1949, and from the Navy Depart- 
ment, dated September 9, 1949. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, D. C., November 22, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (8S. 2244) conferring jurisdiction on the 
Court of Claims of the United States to hear, determine, and render judgment 
on the claims of G. T. Elliott, and M. F. Quinn. 

The bill would confer jurisdiction on the Court of Claims to hear, determine, 
and render judgment upon the claim of G. T. Elliott, Ine., and M. F. Quinn, 
both of Hampton, Va., against the United States for compensation for damage 
sustained by reason of the injury to their oyster beds, loss of leased oyster bottoms, 
loss of oysters and clams, in Willoughby Bay, Va., as a result of dredging opera- 
tions carried on in behalf of the United States in connection with the establish- 
ment of aviation shore facilities of the naval air station, Norfolk, Va. 

In compliance with your request, a report was obtained from the Department 
of the Navy concerning this legislation. That report, which is enclosed, states 
that claimants were lessees of oyster beds alleged to have been damaged when 
Willoughby Bay was dredged in 1940 and 1941, in order to provide greater depth 
for large seaplanes using the bay. The Navy Department states that numerous 
lessees, including claimants, filed claims with the Navy Department after the 
dredging operations were completed, but that all such claims were denied. It 
adds that subsequently several lessees other than claimants successfully prose- 
cuted their claims in the United States Court of Claims. Ballard Fish and Oyster 
Company v. United States (107 Ct. Cls. 705). In each case the judgment rendered 
was in an amount substantially the same as that demanded in the original claims 
filed with the Navy Department. 

The report states that in the case of the instant claimants the 6-vear statute 
of limitations has now run. The Navy Department states that while there is 
no fact within its knowledge to explain claimants’ failure to bring suit within 
the time provided by law, the judicial determination referred to above would 
indicate that there was some merit or legal basis to the claim, and that the denial 
of the claims by the Navy Department in the first instance was not wholly 
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justified. The report concludes with the statement that in view of the foregoing 
considerations, the Navy Department interposes no objection to the bill. 

It is apparent from the bill that these claims, even if otherwise valid, are now 
barred by the 6-year statute of limitations (28 U. S. C. 2501), since the dredging 
operations were conducted in 1940 and 1941. No reason has been suggested 
why these claimants could not, by the exercise of reasonable diligence, have 
instituted suit prior to the expiration of the period of the statute of limitations. 
To waive the bar of the statute of limitations with respect to these claimants 
would amount to a discrimination in their favor against all other persons who 
have claims against the Government barred by the statute of limitations. More- 
over, the bill would contravene the policy of Congress expressed in 28 United 
States Code 2501 without any apparent justification therefor. 

In view of the foregoing, the Department of Justice is unable to recommend 
enactment of the bill. 

The Director of the Bureau of the Budget has advised this Department that 
there would be no objection to the submission of this report. 

Yours sincerely, 
PeTrerR CAMPRELL BROWN, 
Acting the Assistant to the Attorney General 





NAVY DEPARTMENT, 
OFFICE OF THE JUDCE ADVOCATE GENERAL, 
Washington,  C.. oe ple mber 9, 1949. 
The Honorable J. Howarp McGratna, 
The Attorney General, Washington, D. C. 

Srr: Your request for comments on Senate 2244, conferring jurisdiction on the 
Court of Claims of the United States to hear, determine, and render judgment on 
the claims of G. T. Elliott, Inc., and M. F. Quinn, has been referred to this office 
by the Secretary of the Navy for the preparation of a report thereon. 

The purpose of the bill is as shown in the title. Claimants were lessees of 
oyster beds alleged to have been damaged when Willoughby Bay, Va., was 
dredged in 1940 and 1941 in order to provide greater depth for large seaplanes 
using the bay. 

Numerous such lessees, including the claimants, filed claims with the Navy 
Department after dredging operations were completed, but all such claims were 
denied. Subsequently, several lessees other than claimants successfully prose- 
cuted their claims in the United States Court of Claims. Rallard Fish and Oyster 
Company v. United States (107 Ct. Cls. 705). The judgment rendered in each 
case was in an amount substantially the same as that demanded in the original 
claims filed with the Navy Department. 

In the case of the claims now sought to be heard by authorizing legislation, the 
6-year statute of limitations has now run. While there is no fact within the 
knowledge of the Navy Department to explain claimant’s failure to bring suit 
within the time specified by law, the judicial determination, referred to above, 
would indicate that there was some merit or legal basis to the claim, and that the 
denial of the claims by the Navy Department in the first instance was not wholly 
justified. 

In view of the foregoing considerations, the Navy Department interposes no 
objection to subject bill. 

For the Secretary of the Navy. 

Respectfully yours, 
G. L. Russet, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy. 


Oo 
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Mr." McCarran, from the Committee on the Judiciary, submitted 


y the following 


REPORT 
[To accompany 8. 77] 


The Committee on the Judiciary, to which was referred the bill 
(S. 77) for the relief of Mircea Grossu and his family, having con- 
sidered the same, reports favorably thereon with an amendment in 
the nature of a substitute and recommends that the bill, as amended, 
do pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Mircea 
Grossu, his wife Lucia, and their son, Mircea John, shall be held and considered 
to have been lawfully admitted to the United States for permanent residence as 
of the date of the enactment of this Act, upon payment of the required visa fé 
and head taxes. Upon the granting of permanent residence to such aliens as 
provided for in this Act, the Secretary of State shall instruct the proper quota 
control officer to deduct the required numbers from the appropriate quota or 
quotas for the first year that such quota or quotas are available. 


Ss 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Mircea Grossu, his wife, 
and minor child. Provision is made for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 
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STATEMENT OF FACTS 


The beneficiaries of the bill are husband, wife, and minor child, 47, 
43, and 8 years of age respectively. The father and child are natives 
and citizens of Rumania and the wife is a native of Yugoslavia and a 
citizen of Rumania. They last entered the United States as visitors 
on November 6, 1947, from Brazil. Their applications for adjustment 
of their status under section 4 of the Displaced Persons Act, as 
amended, have been denied, because it was held that they are not 
eligible for such relief. Mr. Grossu is an aircraft engineer and is 
recognized as one of the outstanding men in this field. 

A letter dated November 27, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3723, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


NOVEMBER 27, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3723) for the relief of Mircea Grossu 
and his family, aliens. 

The bill would provide that Mircea Grossu, his wife, Lucia, and their son, 
Mircea John, shall be considered to have been lawfully admitted into the United 
States for permanent residence as of the date of their last entry, upon payment 
of the required head taxes and visa fees. The’bill would also direct the Secretary 
of State to instruct the quota-control officer to deduct appropriate numbers from 
the nonpreference category of the proper quota or quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mircea Grossu and his son are natives and citizens of Rumania, 
having been born on May 22, 1903, in Vizirn, Braila, Rumania, and on October 
10, 1942, in Bucharest, Rumania, respectively. Lucia Grossu is a native of Yugo- 
slavia and a citizen of Rumania, having been born on December 7, 1907, in 
Becikeree, Yugoslavia. Coming from Brazil they entered the United States at 
the port of New York, on. November 6, 1947, and were admitted as visitors for a 
period of 3 months under section 3 (2) of the Immigration Act of 1924. Subse- 
quently, they were granted two extensions of their temporary stay, the last of 
which expired on November 5, 1948. Their applications for adjustment of their 
immigration status pursuant to the provisions of section 4 of the Displaced 
Persons Act of 1948, were denied on May 19, 1950, on the ground that they are 
not unable to return to Brazil, the country of their last residence, because of per- 
secution or fear of persecution on account of their race, religion or political opinions. 

The files further reveal that the aliens are residing in Youngstown, Ohio, where 
Mr. Grossu is employed as a designing engineer by the Lombard Corp. at a salary 
of $350 per month. It appears that the alien entered the United States in order to 
secure new business for the firm by which he was employed in Brazil, but that it is 
now his intention to remain permanently. 

The quota for Rumania, to which Mr. Grossu and his son are chargeable, and 
the quota for Yugoslavia, to which Mrs. Grossu is chargeable, are oversubscribed 
and immigration visas are not readily obtainable. The record presents no facts, 
however, which would justify granting them a preference over the many aliens 
abroad who are awaiting their turn for quota numbers. Furthermore, to enact 
this bill would encourage others in whose cases immigration visas are not readily 
obtainable to enter the United States as visitors and thereafter seek to obtain an 
unjust preference over the aliens who remain abroad and await their turn for the 
issuance of an immigration visa. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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Senator Robert Taft, the author of the bill, has submitted a number 
of letters and affidavits in support of the bill among which are the 
following: 

LoMBARD CorpP., 
Youngstown 3, Ohio, April 7, 1950. 
Hon. Ropert A. Tart, 
United States Senate, Washington 25, D. C. 

My Dear Senator: We have in our employ a designing engineer by the name 
of Mircea A. Grossu, who is a Rumanian by birth, and who prior to his escape 
from Rumania was technical director of Industria Aeronautica Roumana. 

At present he is engaged in the designing of hydraulic extrusion equipment, 
particularly in the light of metal field, and as you know this type of equipment is 
a very important cog in our defense program. 

Mr. Grossu’s knowledge and reputation in the field of aeronautics was well 
recognized by our military representation, Allied Control Commission for Rumania, 
as attested by the attached copies of letters from David 8. Crist, Lieutenant 
Colonel, General Staff Corps, and F. A. Pillet, Colonel, United States Air Force. 

Mr. Grossu fled from Rumania when it became apparent that the Communists 
were in the process of taking over the reign of government, and after a short 
sojourn in Turkey, he went to Brazil where he was employed on aeroplane engine 
design for the Brazilian Government. 

While working in Brazil, Mr. Grossu was granted a passport to the United 
States, good for 1 vear and subject to renewal for an additional year. Both the 
original and the extended passport have now expired by the attached letter from 
the vice consul dated April 4, 1950. 

In the meantime, however, Mr. Grossu has made application for permanent 
residence in the United States under the Displaced Persons Act of September 10, 
1948, 

He has been investigated and has had a hearing in Cleveland, and as far as | 
know, his character and ability and anticommunistic record are known and 
approved. 

I understand, however, that due to an interpretation of the act by the officer 
in charge of the hearing in Cleveland, he is denied recognition as a displaced person 
under the act because he entered this country from Brazil. 

Mr. Grossu is not a citizen of Brazil; he never had any intention of establishing 
permanent residence in Brazil, because the tropical climate aggravates his rheu- 
matismus to the extent of making him unable to work. 

If you will refer to paragraph 3, page 900.102 which is the basis of this inter- 
pretation, you must agree that the only country from which he has been displaced 
subsequent to the outbreak of the war, September 1, 1939, is Rumania, and that 
he cannot return to Rumania without fear of persecution, or what might be great 
damage to our country, be forced to use his skill and knowledge in the interests 
of our enemies. 

It is my opinion, based upon the substantiation of the facts as outlined, that 
the necessary steps should be taken to inelude Mr. Grossu in the established 
quota for displaced persons. Whether this requires special action on your part 
is a matter that vou must decide, however, I would personally request that you 
do whatever is necessary to see that this man is kept in this country 

I do know, however, that this is a case that requires special attention both 
from the standpoint of preserving the services and knowledge of this man in the 
interests of our country and to prevent such a person being forced to impart 
such knowledge to the benefit of a totalitarian state. 

I am sure that I can rely upon you to see that this matter receives the attention 
it deserves. 

Faithfully yours, 
G. J. Meyer, President. 





Younastown, Onto, July 14, 1950. 
Hon. Roperr A. Tart, 
United States Senate, Washington, D. C. 

Dear Stir: I thank you for your letter dated July 12, 1950, accompanied by the 
letter dated July 7, 1950 of the Committee on the Judiciary. 

In the following I write a brief history of my family and then I answer the five 
questions asked by the committee. 

I am the descendant of a family of landowners; my father owned and operated 
8,000 acres, and my grandfather, who was a senator (Liberal Party) owned twice 
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as much land. On my mother’s side, my grandfather Grimaldi was the consul of 
Greece in Rumania. 


My wife is the daughter of a landowner and lawyer who also was a senator 
(Liberal Party). P 

Our son, Mircea John, was born in Bucharest in 1942. 

After the primary school attended in Rumania, I was educated in France (high 
schoo] Lycee Saint-Louis, Paris) and I am a graduate from the engineering college 
Ecole Technique d’ Aeronautique, Paris. 

My wife studied law and is a graduate of the University of Bucharest (Rumania). 

In 1927 I was appointed as staff engineer of the biggest aircraft factory in Ru- 
mania (8,000 employees). I was with the same company for 17 years, being suc- 
cessfully promoted up to the position of director general (highest ranking execu- 
tive). After I escaped from Rumania, I worked for 2 vears in Turkey as assistant 
production chief of the government aircraft factory and then for 10 months in 
Brazil as chief engineer of the National Motor Factory. 

I answer as follows the questions of the Committee on the Judiciary: 

1. The circumstances surrounding my entry to the United States. 

In the fall of 1947 I was the chief engineer of the National Motor Factory in 
Rio de Janeiro, Brazil. 

As the plant was 80 percent idle, we were planning to manufacture American 
tractors and motor trucks under license for the Brazilian market, although we 
were not equipped for anything but for manufacturing motors. At that time, I 
was notified by an industrialist escaped from Rumania that he was willing to 
invest capitals in the manufacturing of motor trucks in Brazil if the National 
Motor Factory were willing to build the motors and transmissions for such trucks. 

As this appeared to be the solution to our problem, the president of the company 
decided that I should travel to the United States and work out the project of such 
cooperation and seek to obtain a manufacturing license from an American motor 
truck company. 

I arrived in the United States November 6, 1947 at La Guardia airfield New 
York, under a visitor visa. 

I worked out that project in its details but after several months the whole 
management of the Brazilian plant was changed and the new one had different 
views; in the meantime the plant becoming completely idle. 


2. Concerning my present activity in the United States. 


The situation is the following: 

Since 1948 I am employed by the Lombard Engineering Corp. as a design 
engineer. 

My most important contribution was a special design for the Dow Chemical 
Co., destined to facilitate the production of magnesium alloys for the aircraft 
industry. 

Actually I am working on a project for the extrusion of electrolytic cathode 
copper plates for the General Electrie Co. 


> 


3. Presently I am making a decent living on the salary I get from the Lombard Corp. 
As my technical ability gave me a possibility to earn money in the countries I 
was traveling through, I maintained intact the savings I took with me when I 
escaped from Rumania, this enabling me to face any emergency. 
I have a $7,000 life insurance. I never depended on anybody for material 
support. 


4. I never was engaged in activities injurious to the American public interest. 


On the contrary, on account of my records, I was invited three times to hold 
lectures on subjects comparing the advantages of freedom and free enterprise over 
the Systems of the police States. 

The first lecture was in spring 1949 at the Kiwanis Club in Warren, Ohio, 
under the sponsorship of Judge Elmer Phillips of the court of appeals. 

My second lecture was in summer 1949 at the annual convention of the Mahon- 
ing Valley Foremen Association in Youngstown, Ohio, under the sponsorship of 
the President of the Youngstown section of the YMCA. 

I also held several similar lectures for other Kiwanis Clubs and at meetings of 
the Association of Americans of Rumanian descent, describing the persecutions 
oecurring under the Communist regime. 


5. I have never been convicted of any offense under any Federal or State law. 
Yours respectfully 
Mircea Grossv. 
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STATEMENT 
JUNE 23, 1948. 
To Whom It May Concern: 

I, David S. Crist, Lieutenant Colonel, General Staff Corps, United States Army, 
served as Chief of the Economic and Military Sections of the United States 
Military Representation, Allied Control Commission for Rumania, from about 
August 30, 1945, to August 30, 1946. In this capacity I investigated both the air- 
craft industry and the military aircraft of Rumania. 

The most important aircraft factory in Rumania was the Ind 
Romana where the single-seater fighter IAR—-80 and the reeon: 
IAR-39 were manufactured during the war. Toward the end 





According to British, American, and German military aircraft experts, all three of 
these planes were of excellent design and superior performance; they were of great 
interest to the technical experts of the British and the American Air Forces. 

The designer of these planes was Mr. (engineer) Mircea A. Grossu, who was 
during the war technical director of Industria Aeronautica Romana and befor 
the end of the war general director °s well. In Rumanis he was widely recognized 
as the leading aircraft designer and engineer. 


Mr. Grossu is now in the United States and it is my considered opinion that his 
permanent residence here would in no way constitute a security threat to th 
United States; that he is a convinced and firm 
superior capabilities in the fields of military aircraft design and rine t 
be used to the benefit of the military aircraft industr the United 5 


Lieutenant Colonel. Gen ul Staff ¢ Ds. 


To Whom It May Concern: 
I first met Mr. M. A. Grossu in Ankara, Turkey, on September 9, 1944, when I 
was United States air attaché to Turkey. Mr. Grossu had landed at Ankara the 





previous day with his wife and child in a Rumanian bomber which he had appro- 
priated to flee the ec mntryv as the Russians advanced OW al | 3 
riginal conference with Mr. Grossu was conducted courtesy of 
secret police and with Mr. Grossu’s cooperatio ‘ 
the Rumanian aircraft industry, Industria Aeronautica Romana, 
Mr. Grossu had worked as aircraft designer from 1927 to 1935, as 
technical director from 1935 to 1940, and as director ger »' from 1940 


departure on September 8, 1944. 

Although his knowledge of English at the time was limited, Mr. Grossu made 
clear in Freneh and through interpreters that he had fled Rumania because he 
was utterly opposed to communism and did not wish to be forced to work for 


Russians. Mr. Grossu answered all questions in a comp! v cooperative and 
open manner. As Mr. Grossu had been director of the Rumanian aircraft industry 
during almost all of the war, his knowledge of the ind was comprehensive. 
As a result, he was able and did give us valuable information regarding the effect 
of American bombing on the industry. 

Knowing the outstanding value of Mr. Grossu as an aireraft e1 er, Tur} 
authorities authorized him to remain in Turkey toe work for the Turkish aircraft 


industrv. However, the British air attaché in Ankara, Air Vice Marshal George, 
asked that Mr. Grossu be permitted to confer with RAF technical officers 
in Cairo and Rome, and Turkish officials released him temporarily for tl 


purpose. I cooperated by providing Mr. Grossu with an ATC priority for air 
travel from Ankara to Cairo. On Mr. Grossu’s return from Rome and Cairo he 
was emploved as assistant production chief of the Turkish aireraft factory near 
Ankara. He held this job until his departure for Brazil in the summer of 1946 
at which time I was able to provide some assistance in arranging for his United 


States transit visa. 


i know that Mr. Grossu designed and manufac ired the Rumania Tig ie 
seater fighter [AR-—S0O, a verv efficient military plane This proved his outstand- 
ing ability in this field. I can also state definitely that Mr. Grossu is a determined 
anti-Communist and has a reliable character. 


Colonel. United States A PE ’ 
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I, Grigore Niculescu-Buzesti, former Minister of Foreign Affaires of Rumania, 
now residing in Washington, D. C., at 3307 Woodley Road, being first duly 
sworn, do hereby depose and say as follows: 

I personally know Mr. Mircea Grossu, Rumanian citizen now in the United 
States, residing at 1030 Lakewood Avenue, Youngstown, Ohio. I know that, 
as an outstanding aircraft engineer, Mr. Grossu held a position of high responsi- 
bility as general manager of the Rumanian aircraft factory in Brasov—known 
under the name of ‘Industria Aeronautica Romana.” It is a well-known fact 
that war production specialists in the countries under Soviet domination are 
frequently deported in Russia in order to work at increasing the war potential 
of the Soviet Army. In view of the above and taking into account Mr. Grossu’s 
well-known anti-Communist opinions, I have not the slightest doubt that in 
the event of his return in Rumania, or in any other Soviet dominated country, 
he would suffer the direst persecutions, probably in the form of deportation to 
Soviet Russia. 

Subscribed and sworn to before me this 22d day of March 1949. 

G. N. Buzgst1. 

[SEAL] ALBERT FULLMAN, Notary. 


My commission expires May 31, 1953. 





STATEMENT 


I, Alexandre Cretzianu, former Assistant Secretary of State for Foreign Affairs 
of Rumania, now residing in Washington, D. C., at 3307 Woodley Road, N. W., 
being duly sworn, depose and say: 

That I personally know Mr. Mircea Grossu, Rumanian citizen, now in the 
United States; that his parents were landowners in the county of Braila, Rumania; 
that he is a well known and highly qualified aircraft engineer; that, as such, he 
held a position of great responsibility as general manager of the Rumanian aircraft 
factory in Brasov, Rumania, known under the name of “Industria Aeronautica 
Romana” (I. A. R.), which employed 8,000 workers: that his anti-Communist 
opinions are well known and that there is not the slightest doubt that, under 
the present Soviet-sponsored Communist regime in Rumania, he would suffer 
bitter persecution; and that it is a well-known fact that war-production specialists 
in all the countries under Soviet control are often deported and obliged to work 
wherever they are assigned, under the plans for increasing war potential behind 
the iron curtain. 

ALEXANDRE CRETZIANU. 

Signed and sworn to before me, this 17th day of March 1947. 


[SEAL] ALBERT FELDMAN, 
Notary. 
My commission expires May 31, 1953. 





LocKkHEED AIRCRAFT CorP., 
Burbank, Calif., December 7, 1950. 
Mr. Mircea A. Grosso, 


403 Glenellen Avenue, 
Youngstown, Ohio. 

Dear Mr. Grossu: A review has been made of the application which you sub- 
mitted to our organization, and we are pleased to inform you that we can make 
a tentative offer of employment as a production design engineer at a weekly rate 
of $145, or $628 a month. This is computed on the basis of 40 hours a week for 
four and one-third weeks per month. However, at the present time we are working 
an average of 44 hours a week which would increase your monthly rate by 
10 percent. 

No doubt you are familiar with the security regulations under which we operate. 
Before we are in a position to make you a deiinite oifer of employment it will be 
necessary to obtain alien clearance for you from the War Department. We would 
like for you to complete and return the enclosed alien questionnaire forms. 
Please use one form for a work sheet, sign it, and then sign your name on the 
six other copies of the form. The information will be transcribed by us from your 
original work sheet onto the other six copies. It will be necessary for you to have 





MIRCEA GROSSU AND HIS FAMILY 7 


a notary sign all seven copies as the employer’s representative and certify that 
he has witnessed your alien registration card. 
If you have had prior clearance for another defense industry, please set forth 


this information on a separate sheet. Please return all of this material to us by 
air mail. 


As soon as we have been advised by you of your interest in the above position 
and the completed alien questionnaire forms have been received, we will request 
clearance immediately. 

Very truly yours, ; 
Kari R. Kunze, 
Employment Manager. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien, as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 77), as amended, should be enacted. 


O 
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MrecMcCarran, from the Committee on the Judiciary, submitted 


the following 
REPORT 
[To accompany 8. 155 


The Committee on the Judiciary, to which was referred the bill 
(S. 155) for the relief of Victor G. Lutfalla, having considered the 
same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and 

Lutfalla shall be held and considered to have 

United States for permanent residence as of the « 

Act, upon payment of the required visa fee and head tax 

permanent residence to such alien as provided for in thi 
State shall instruct the proper quota control officer to de 
the appropriate quota for the first year that such quota i 


PURPOSE OF THE BILL 


The bill, as amended, grants the status of permanent residence in 
the United States to a 41-year-old native of Turkey, who was ad- 
mitted into the United States temporarily on March 9, 1946. The 
bill requires the payment of the head tax and visa fee and provides for 
the usual quota deduction. 


STATEMENT OF FACTS 


The beneficiary of the bill was admitted into the United States in 
connection with the promotion of the business interests of an export 
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and import company with which he was connected, and since his 
admission has been acting as a broker for foreign purchasers of United 
States products. 

Senator William Langer, the sponsor of the bill, has submitted 
to the committee additional information to the effect that the bene- 
ficiary was very helpful to the cause of the United States during the 
war and is in a position to be of further assistance in the interests of 
this country. 

A letter dated August 25, 1950, addressed to the chairman of the 
Senate Committee on the Judiciary from the Deputy Attorney 
General with reference to S. 3601, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


Avucust 25, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in reply to your request for the views of the Depart- 
ment of Justice relative to the bill (S. 3601) for the relief of Victor G. Lutfalla, an 
alien. 

The bill would provide that Victor G. Lutfalla, of Chicago, Ill., shall be con- 
sidered to have been lawfully admitted to the United States for permanent resi- 
dence as of the date of his last entry into this country upon the payment of the 
required head tax and visa fee. Further, it would direct the Secretary of State to 
instruct the quota-control officer to deduct one number from the nonpreference 
category of the appropriate immigration quota for the first year such quota is 
available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien, who is a native and citizen of Turkey, was born on August 
11,1909, in Adona, Turkey. He last entered the United States at the port of 
Chicago, Ill., on March 9, 1946, when he was admitted for a temporary period of 
90 days under section 3 (2) of the Immigration Act of 1924. He was granted 
several extensions of stay, the last of which expired on February 11, 1948. How- 
ever, on September 24, 1948, his status was changed from that of a temporary 
visitor to that of a treaty trader under section 3 (6) of the Immigration Act of 
1924. At a hearing accorded the alien on June 23, 1948, in connection with his 
application for change of status, he presented documentary evidence to the 
effect that he was the representative in this country of the George Lutfalla Co., of 
Ankara, Turkey, which is engaged in the export and import business. Mr. 
Lutfalla testified that since his arrival in this country he had exported to Turkey 
merchandise valued at $216,658.62 and that he had pending an exclusive dis- 
tributor contract with the International Harvester Co. for the sale and distribution 
of its products in Turkey. On June 20, 1950, he further stated that his purpose 
in coming to the United States was to promote the business interests of his 
company. It appears, however, that Mr. Lutfalla has, for the last 2 years or so, 
been primarily acting as a broker for many foreign purchasers of United States 
products. 

The files further reveal that according to a representative of the International 
Harvester Export Corp., the alien’s company had been distributors for the firm 
for more than 40 vears. However, the arrangement with the International 
Harvester Co. was terminated as of November 1, 1949, because the George 
Lutfalla Co. was either unable or unwilling to create and maintain the facilities for 
display, repair and distribution of the company’s products. It also appears that 
the alien is contemplating an expansion of business in Turkey and that he has 
sought advice and assistance concerning a projected corporation to distribute 
petroleum products of an American company in middle eastern countries. 

The quota for Turkey, to which the alien is chargeable, is oversubscribed and 
an immigration visa is not readily obtainable. To enact this bill would encourage 
others, in whose cases immigration visas are not readily obtainable, to attempt 
to enter the United States as nonimmigrants, as this alien has done, remaining 
here and then seeking to obtain an unjust preference over others who remain 
abroad and await their turn for the issuance of immigration visas. The record 
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presents no facts which would justify granting Mr. Lutfalla a preference over 
the many aliens abroad who are awaiting their turn for quota numbers 


Department is unable to recommend enactment of the 


Accordingly, this 
measure. 
Yours sincerely, 
Peyton Forp, 


De puly Attorney General. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 


last entry into the United States. 
The committee, after consideration of all the facts in the ease, is of 


the opinion that the bill (S. 155), as amended, should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 181] 


The Committee on the Judiciary, to which was referred the bill 
(S. 181) for the relief of Wilhelm Engelbert, having considered the 
same, report favorably thereon with an amendment and recommend 
that the bill, as amended, do pass. 


AMENDMENT 


Strike sections 2 and 3 of the bill. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to cancel the outstanding 
deportation proceedings in the case of Wilhelm Engelbert and to 
provide that he shall not again be subject to deportation by reason 
of the same facts on which the present proceedings are based. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 45-year-old native and citizen of 
Germany who last entered the United States on December 31, 1926, 
as a seaman and he has remained in the United States since that time. 
He is a former member of the National Socialist Labor Party and was 
interned as an alien enemy during the Second World War. He is 
married to a naturalized United States citizen and is presently em- 
ployed in a restaurant in New York. 

A letter dated September 1, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
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General with reference to S. 560, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, OFFICE OF 
THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington 25, September 1, 1949. 
Hon. Pat McCarRRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 560) for the relief of Wilhelm 
Engelbert, an alien. 

The bill would direct the Attorney General to cancel deportation proceedings 
against Wilhelm Engelbert and would provide that he shall not again be subject to 
deportation by reason of the same facts. It would also provide that he shall be 
considered as having been lawfully admitted to the United States for permanent 
residence as of December 31, 1926, on payment of the required visa fee and head 
tax, and, further, that the Secretary of State shall instruct the quota-control 
officer to deduct one number from the nonpreference category of the appropriate 
immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Wilhelm Engelbert, also known as Willy Engelbert, is a native and 
citizen of Germany, having been born in Dortmund, Westphalia, on July 27, 1905. 
He entered the United States at the port of New York on December 31, 1926, as a 
member of the crew of the steamship Resolute, which he deserted, intending to 
remain permanently in this country. He had never before shipped as a seaman 
and paid 1,000 marks to obtain the berth. A warrant for his deportation to 
Germany, issued August 18, 1943, on the ground that at the time of his entry he 
was not in possession of an unexpired immigration visa is presently outstanding, 
while he remains at large under a $1,000 bond, pending consideration of this bill. 

The files further reflect that prior to 1939 the alien was a member of the 
National Socialist Labor Party, paying dues to the German consul. He also 
became a member of the Reichsdeutsche Vereinigung, registered with the 
German consul for service in the German Army, invested in Rueckwanderer 
Marks, and declared his unwillingness to serve in the United States Army against 
Germany. He claimed that he joined the Nazi Party because he had been told 
it would make things easier for him when he returned to Germany, which he 
planned to do, in order to visit his aged mother and also to make arrangements to 
return to the United States legally. In regard to his investment in German marks 
he claimed that he sent money over to Germany through the Chase National Bank 
in order that he would have it to live on while he was waiting for his papers to 
clear. On May 27, 1942, he was taken into custody by the Immigration and 
Naturalization Service as being potentially dangerous to the public peace and 
safety of the United States. An Alien Enemy Hearing Board recommended that 
he be interned, and the Attorney General so ordered on June 17, 1942. At his 
request, and that of his wife, a German-born residen, of the United States, she was 
subsequently interned with him. While he was interned he sought repatriation 
to Germany, but following VE-day in 1945, he withdrew this application and 
sought to become a lawful permanent residert of this country. 

On April 3, 1946, the Attorney General found him to be an alien enemy ‘“‘danger- 
ous to the public peace and safety of the United States because he had adhered to 
a government with which the United States is at war or to the principle thereof.” 
He was ordered to depart from the United States within 30 days after notification 
and, failing departure, to be removed to Germany. The alien sued out a writ of 
habeas corpus in the United States District Court for the Southern District 
of New York, seeking release from the custody of the Immigration Service, but 
this writ was dismissed by the court on September 23, 1946. 

On July 1, 1948, the Attorney General ordered his release from alien enemy 
sroceedings, but the warrant for his deportation was still outstanding. On 
Decent 15, 1948, the Board of Immigration Appeals considered his motion to 
reconsider the deportation order, and his petition to reopen the hearing in deporta- 
tion proceedings to afford him an opportunity to make further application for 
discretionary relief. The Board denied his motion and petition. 

It further appears that the alien’s wife, who came to this country in 1923, and 
whom he married in 1929, became a naturalized citizen on June 20, 1949. She 
has been in delicate health and has received medical and surgical care over a period 
of years. They have no children. From 1937 until February 1942 the alien was 
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employed in the kitchen of Lahiff’s Tavern in New York City. From February 
1942 until his apprehension as an enemy alien he was employed by Janssen’s Gray- 
bar Restaurant in New York, where he is presently reemployed. Prior to entering 
the United States he had been employed in Germany asa butcher. He is described 
by his present employers as a good steady worker, and all of the persons interviewed 
spoke favorably of his moral character. 

Upon a review of all the circumstances in this case, it does not appear that the 
alien is entitled to the relief sought. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorney General. 


The beneficiary of the bill has submitted to the chairman of the 
Senate Committee on the Judiciary the following information in 
connection with the bill: 


Re private bill S. 560 for the relief of Wilhelm Engelbert. Memorandum in support 
of application for further consideration of bill. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Str: When the above bill was considered by your honorable Senate Sub- 
committee on Immigration and Naturalization, only a letter from the Attorney 
General’s office, dated September 1, 1949, was in the files and before your honor- 
able body. Consequently, the bill was postponed indefinitely in want of any 
defense, as the undersigned was informed by Mr. Aron in Senator Langer’s office 
on May 23, last. 

The undersigned had been under the impression right along that my attorney, 
George G. Shiya, 115 Broadway, New York, N. Y., had mailed you during 
January or February 1949 my sworn statement, fully explaining my ease. As 
I now know to the contrary, I beg to submit the following refutation of the 
Attorney General’s contention for your kind consideration: 

Immediately after my marriage in 1939 I desired to make a trip to Germany 
to apply there for a visa to be able to enter the United States legally. 

I bought rueckwandrermarks through the Chase National Bank to support my 
aged mother in Germany and to have something to live on, while waiting for my 
visa. 

I made application for membership in the NSDAP in Germany, as I was told 
by friends who had gone to Germany before to also legalize their entry into the 
United States—that I would encounter difficulties during my stay in Germany 
without party membership. 

However, I was only a probationary and never a full-fledged party member. 

My membership is the purely social Reichsdeutsche Vereinigung here was 
totally inconsequential. 

Being illegally in the United States and still a German national at the outbreak 
of the war between Germany and Poland in 1939, I had to register with the 
German counsul, as otherwise | would never have been able to return to Germany 
to legalize my entry into the United States, as I would have been classified as a 
deserter. 

I complied with all registration laws for alien enemies, including my draft board. 
I submitted to legal physical examination and only refused to serve in the United 
States Army after I had become interned during the second half of 1942. 

My wife, being in ill health and without support, joined me voluntarily at the 
internment camp in Texas, where she was confined to the hospital for 7 months. 
She was sent home to receive medical attention in New York hospitals. 

I never received a fair hearing and was never represented by counsel during the 
so-called hearings before the Alien Enemy Control Board or the Immigration 
and Naturalization authorities and the denials of my application for preexamina- 
tion and voluntary departure has been arbitrary and constitutes an abuse of 
discretion on part of the official in charge. 

I was always told by the different internment camp officials that, being illegally 
in this country, I had to go back to Germany, and Inspector Huehnefeld of the 
Immigration and Naturalization Service gave me to understand that during the 
war I might be interned in Canada, if I applied for preexamination and reentry via 
that country. I was only informed correctly as to my status, when brought back 
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to Ellis Island in October 1945. And then they denied my application for pre- 
examination and reentry via Canada. 

I was released on July 1, 1948, by the Department of Justice from the alien 
enemy charge as no longer dangerous to the peace and safety of the United States, 
thereby leaving only the illegal-entry charge pending against me. 

Consequently, the Board of Immigration Appeals was wrong in still holding 
on December 15, 1948, the enemy alien charge against me and denying me per- 
mission to reopen the hearing in deportation proceedings to afford me an oppor- 
tunity to make further application for discretionary relief, such as preexamination 
and reentry via Canada. 

Even Edward J. Ennis, former Chief of the Enemy Alien Control Board, now 
contends that the time has come for a careful review of the security-risk statute 
which now is being invoked with greater severity and ruthlessness by the immi- 
gration officials in peacetime than it was in war. 

I have to support my ailing wife, a United States citizen, and my eventual 
deportation to Germany—after an exemplary life during the 24 years I have been 
in this country—would constitute an intolerable hardship for her and me. 

I have been steadily employed and am now working for the same employer I 
have been working for before my internment. Consequently, I never will become 
a public charge. 

Mr. Aron informed me in Senator Langer’s office that due to my marriage to 
an American citizen, I am eligible to an adjustment of my status under section 
19 (e) (1) of the Immigration Act of 1917 as amended. 

I trust that above reply to the Attorney General’s letter will dispose in toto of 
his opposition to enactment of the relief prayed for. 

I therefore ask to kindly act favorably on the bill, 8. 560, introduced by Senator 
Langer on my behalf. 

Respectfully submitted. 

WILHELM ENGELBERT. 

Plea seconded by: 

EMILIE ENGELBERT, 
United States Citizen. 

The bill as originally introduced not only provided for cancellation 
of the outstanding deportation proceedings but also provided that the 
beneficiary of the bill be granted the status of permanent residence in 
the United States. The committee is of the opinion that the cancella- 
tion of the outstanding deportation proceedings is sufficient relief 
and does not believe that granting the status of permanent residence 
in the United States to the beneficiary is warranted. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 181), as amended, should be enacted. 


O 
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Me Mec ARRAN, from the Committee on the Judiciary, submitted 


J the following 


< REPORT 


{To accompany 8. 356] 


The Committee on the Judiciary, to which was referred the bill 
(S. 356) for the relief of Edith Winifred Henderson, having considered 
the same, reports favorably thereon with an amendment in the 
nature of a substitute and recommends that the bill, as amended, do 
pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Edith 
Winifred Henderson shall be held and considered to have been lawfully admitted 
to the United States for permanent residence as of the date of the enactment of 
this Act, upon payment of the required visa fee and head tax. Upon the 
granting of permanent residence to such alien as provided for in this Act, the 
Secretary of State shall instruct the proper quota-control officer to deduct one 
number from the appropriate quota for the first year that such quota is available: 
Provided, That there be given a suitable and proper bond or undertaking, approved 
by the Attorney General, in such amount and containing such conditions as he 
may prescribe, to the United States and to all States, Territories, counties, towns, 
municipalities, and districts thereof holding the United States and all States, 
Territories, counties, towns, municipalities, and districts thereof harmless against 
Edith Winifred Henderson becoming a public charge. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Edith Winifred Hender- 
son. The bill provides for a proper quota deduction and for the pay- 
ment of the required visa fee and head tax. Provision has also been 
made for the posting of a bond as a guaranty that the alien will not 
become a public charge. 
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STATEMENT OF FACTS 


The beneficiary of the bill is a 57-year-old native of the British 
West Indies, and a subject of Great Britain who last entered the United 
States on May 7, 1950, fora temporary period. She is presently resid- 
ing in Londonderry, Vt. with a sister and brother-in-law, Mr. and Mrs. 
Miner E. Fenn. The beneficiary of the bill has been classified as 
mentally defective and her sister and brother-in-law state that they 
are willing and able to take proper care of her in the United States. 

A letter dated November 10, 1950, to the chairman of the Senate 
Committee on the Judiciary with reference to S. 3908, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 

NoveEMBER 10, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3908) for the relief of Edith Winifred 
Henderson, an alien. 

The bill would provide that, notwithstanding the provisions of section 3 of the 
Immigration Act of February 5, 1917, as amended, Edith Winifred Henderson 
shall be deemed eligible for permanent residence if otherwise admissible, and, 
further, shall be deemed to have entered the United States for permanent residence 
as of the date of her last entry. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Henderson is a subject of Great Britain and a native of the 
British West Indies, having been born in Brownstone, St. Ann, Jamaica, British 
West Indies, on November 10, 1893. She last entered the United States at 
Highgate Springs, Vt., on May 7, 1950, when she was admitted as a visitor under 
section 3 (2) of the Immigration Act of 1924, for a period to expire on November 
7, 1950, upon the filing of a $1,000 departure and public charge bond. Her 
admission to this country was predicated upon an order of the Board of Immigra- 
tion Appeals to the effect that if she was found to be admissible other than as one 
mentally defective, her temporary admission be authorized for a period not in 
excess of 6 months under the ninth proviso to section 3 of the act of February 5, 
1917. 

The files further reflect that the alien, together with a practical nurse, Winifred 
Vernon, first applied for admission to this country on July 22, 1947, under section 
3 (3) of the Immigration Act of 1924, destined to the alien’s brother, Dr. Arthur 
Henderson, in Montreal, Canada. The alien was certified as ‘‘mentally deficient, 
class A.’”” She was admitted in transit to Canada for a period of 48 hours under 
the ninth proviso to section 3 of the act of 1917, conditioned “en the filing of 
a public charge and departure bond. She was again admitted to the United 
States in transit to Jamaica on October 10, 1947, departing on October 21, 1947. 
On June 28, 1949, she was admitted at Miami, Fla., for a temporary period, 
destined to her sister, Mrs. Miner E. Fenn, in Londonderry, Vt. She remained 
in this country until November 1949, when she proceeded to Canada to visit 
her brother. 

According to Mrs. Fenn, the alien is unable to care for herself and it is therefore 
the intention of Mr. and Mrs. Fenn to care for her in their home. Mr. Fenn 
stated that he is a retired agriculturist, that in late years he has resided in the 
British West Indies, that Miss Henderson has no relatives now residing in the 
British West Indies, and that he has sufficient means. to assume: responsibility 
for her. 

Miss Henderson:is inadmissible to the United States under the provisions of 
section 3 of the Immigration Act of 1917, as one who was certified as being men- 
tally deficient. The record fails, however, to present considerations justifying 
the enactment of special legislation granting her a preference over other aliens 
who are excludable under section 3 of the 1917 act, the provisions of which were 
enacted by Congress for the protection of the American public. 
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Accordingly, this Department is unable to recommend enactment of the 
measure. 
Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Ralph E. Flanders, the author of the bill, has submitted 
the following information in connection with the case: 


MEMORANDUM ON §. 3908, ror THE RELIEF oF EpirH WINIFRED HENDERSON 


The above named is a native of Jamaica, British West Indies, of the white 
race, single, and 56 years of age. She has never been arrested or in any difficulty 
with law-enforcement officers, either State or Federal. 

Miss Henderson is presently in the United States under a waiver granted to 
her by the immigration authorities because of her mental deficiency and is pres- 
ently visiting her sister and brother-in-law, Mr. and Mrs. Miner E. Fenn in 
Londonderry, Vt. She is not now engaged in any gainful occupation but has in 
her own right cash and stocks and other assets in Jamaica and Canada in excess 
of $11,000. She is not now dependent on any other person for her support, but 
her sister and brother-in-law are the owners of a house and 25 acres of land in 
Londonderry and are willing and able to care for and provide for Miss Henderson. 

On October 4, 1947, Miss Henderson was certified by two surgeons of the 
United States Public Health Service in Montreal, Canada, to be mentally defec- 
tive, class A. By a decision of the Board of Immigration Appeals dated September 
19, 1947, she was characterized as being ‘‘very friendly to people with whom she 
comes into contact’’. Under previous waivers granted to her for admission into 
the United States, she has traveled and visited here. She is now accompanied 
by a nurse companion whom she employs. 

Miss Henderson is not now engaged in any activity, political or otherwise, 
which is injurious to the American public interest. She has no relatives in Jamaica 
and until recently Mrs. Fenn cared for her there. Mrs. Fenn has, however, 
returned to the United States, the country of her citizenship and that of her 
husband. There is no possibility that Miss Henderson will become a public 
charge or interfere in any way with the peace and order of any community. 

Rautpo E, FLANDERS, 
United States Senator. 


UniITED Strares SENATE, 
Washington, D. C., December 15, 1950. 
Re §S. 3908, Edith Winifred Henderson. 
Hon. Par McCarran, 
United States Senate, Washington, D. C. 

Dear Senator: I hereby request reconsideration of the private bill for the 
relief of Edith Winifred Henderson. 

Miss Henderson is a 56-year-old lady who suffers from a certain simplicity of 
mind but who would otherwise not be an undesirable resident of the United States 
so far as I know. She was born in the Western Hemisphere, and there is no quota 
problem. She is presently here on a visitor’s permit and has always abided by 
the terms of her admission. I understand that an application is pending to 
extend this permit as Miss Henderson has no intention of remaining in the United 
States illegally. 

Attached are letters signed by Colonel Curphey, Dr. Henderson, Reverend 
Chaperlin, Judge Campbell and others attesting to the character of Miss Hender- 
son, and her sister and brother-in-law, Mr. and Mrs. Fenn of Vermont. Denial 
of this bill will require Miss Henderson to separate from her sister who is caring 
for her and necessitates her departure to Jamaica where she has no family ties. 

The extreme hardship which would result in such action has heretofore moti- 
vated Congress to pass private legislation under similar circumstances (Private 
Law 424, 80th Cong.). I believe that a reconsideration is proper and I hope it 
may result in favorable action on this bill. 

Sincerely yours, 
Raupu E, FLANDERS. 
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JAMAICA, British WEstT. INDIEs, 
August 5, 1950. 
The SENATE IMMIGRATION COMMITTEE, 
Washington, D. C. 


GENTLEMEN: With reference to the application of Mr. and Mrs. Miner E. 
Fenn that Mrs. Fenn’s sister, Miss Winifred Henderson be permitted to obtain 
permanent residential status in the United States, I have the honor to state that I 
have known Mr. and Mrs. Fenn for many years. 

Mrs. Fenn’s father was one of the most eminent and beloved ministers of the 
Baptist Church in Jamaica, who with his wife set the highest possible standard 
of Christian love and unselfishness, in his district, and in Jamaica in general. 

Mr. Fenn is a native-born United States citizen, and both himself and his wife 
are anxious to remain in the land of their citizenship. 

The Reverend Mr. Henderson and his wife, the parents of Mrs. Fenn, and Miss 
Henderson, died many years ago, and Mrs. Fenn has long acted as the guardian 
of her sister, Miss Henderson. 

From my intimate knowledge of the family I am of the opinion that there are no 
relatives left in Jamaica who are in a position to assume the guardianship of, or 
any responsibility for Miss Henderson. 

It appears imperative therefore that the present relation of Mrs. Fenn, as 
guardian to Miss Henderson, should continue, and apparently this can only be 
assured by the passage of a bill granting permanent residential status in the 
United States to Miss Henderson, or by the return of the family to Jamaica where 
they no longer have any direct interest or family ties. 

As far as the health of Miss Henderson herself is concerned, she has been under 
my medical care for many years, and I find her to be in good physical health, and 
apart from a certain simplicity of mind, and nervousness in the presence of 
strangers, I consider that she would not be an undesirable citizen. 

From my knowledge of the financial position of Mr. and Mrs. Fenn, I am also of 
the opinion that Miss Henderson would never be likely to become a charge on 
public funds in the United States. 

I have the honor to be sir, 

Your obedient servant, 
Col. A. G. CurpHey, 
Member of the Legislative Council of Jamaica; Custos (honorary 
representative of His Excellency, the Governor, and Senior Magistrate 
for the Parish) St. Ann, Jamaica. 





MONTREAL, QUEBEC, August 7, 1950. 
To the Honorable CHAIRMAN OF THE COMMITTEE ON IMMIGRATION, 
United States Senate, Washington, D. C. 


Sir: I am writing on behalf of my sister, Miss Edith Winifred Henderson, for 
whose admission as a permanent resident of the United States a private bill, 
S. 3908, has been introduced by Senator Flanders on July 12. 

Our family resided in Jamaica, British West Indies, for a great many years, 
our father a clergyman in the Brown’s Town Baptist Church for 50 years, having 
received his education at Colgate University, Hamilton, N. Y. Our father and 
mother have both died, and our property in Jamaica is disposed of. 

My sister, Elsie K. Fenn, and her husband, Miner E. Fenn, are both citizens 
of the United States and own property in Vermont, where they intend to make a 
yermanent home. My sister, Edith Winifred, is a special care of the Fenns, and 
{ would respectfully request that sympathetic attention be directed toward the 
passage of this bill. I might emphasize the fact that it is essential that Edith 
Winifred should reside with the Fenns who have severed their connections with 
Jamaica and are very desirous of living their lives in their own country. 

My sister, Edith Winifred, is financially independent by virtue of funds left 
her from our father’s estate and also from our brother who was professor of English 
at Dartmouth University. We had her in our home in Monteeal all last winter, 
and she was most agreeable, thoughtful, peaceful, and loving, and presented no 
problem whatever. 

For myself, I may be permitted to say that I have been physician on the staff 
of the Royal Victoria Hospital, Montreal, and now on the honorary attending 
staff, and assistant professor of medicine at McGill University until 2 years ago 
when I retired on account of age limit. I am at present the third vice president 
of the American College of Physicians. 
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In respect to the Fenns, Miner is the soul of integrity and a most worthy 
citizen who can be depended upon to the fullest extent, and the same can be said 
of his wife. 

Respectfully yours, 
ArtTHUR T. HENDERSON, M. D., F. A. C. P. 


LANDGROVE, VT., August 3, 1950. 
SENATE IMMIGRATION COMMITTEE, 
Washington, D. C. 

GENTLEMEN: I write in behalf of S. 3908 which would permit Miss Edith W. 
Henderson, my wife’s sister, to enter the United States permancntly. 

Miss Henderson is 55 years of age. She has sufficient funds to enable her to 
be financially independent, and in the event she should need financial assistance 
I would undertake to furnish such assistance. 

Miss Henderson is, to quote her physician, “‘very friendly, obedient, and un- 
selfish, showing much affection for her friends’. Her behavior is quiet and normal 
She is fit to travel without likelihood of illness, either physical or mental. 

My wife and I desire to have Miss Henderson with us permanently in the 
United States, and I respectfully urge your favorable consideration of this bill. 

Very truly yours, 
Miner E, FENN, 


STATE OF VERMONT, 
ProBATE Court, Districr or MANCHESTER 
July 29, 1950. 
SENATE IMMIGRATION COMMITTEE, 
Washington, D. C. 

GENTLEMEN: You are advised that I have been personally acquainted with 
Miner E. Fenn of Landgrove, Vt., for a period of over 2 years. 

Mr. Fenn has an excellent reputation in his district. He is a man known for 
his integrity and honesty, and I feel certain that he will perform to the best of his 
ability any commitment which he undertakes. 

Very truly yours, 
JaMES B. CAMPBELL, 
Judge. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (S. 356), as amended, should be enacted. 


O . 
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s)FesRUARY 19 (legislative day, JANUARY 29), 1951—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 


. the following 


REPORT 
[To accompany 8S. 363] 


The Committee on the Judiciary, to which was referred the bill 
(S. 363) for the relief of Irmgard Kohler, haviag considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That solely for the purposes of sections 4(a) and 9 of the Immigration Act of 1924, 


as amended, Irmgard Kohler shall be held and considered to be the minor child 
of her father, Alois Kohler, a naturalized United States citizen. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the return of 
Irmgard Kohler to the United States in order to join her parents and a 
sister, all of whom are citizeas of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 27-year-old native and citizen of 
Germany who was originally lawfully admitted to the United States 
for permanent residence when she was a small child. Subsequently 
she returned to Germany to visit her grandparents and has since 
remained there. In the meantime her parents were naturalized as 
citizens of the United States and her sister is a native-born citizen of 
the United States. If the beneficiary of the bill were still a minor 
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she would be entitled to nonquota status as the child of a United 
States citizen. 


A letter dated January 31, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the bill reads as follows: 

JANUARY 31, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to bill (S. 363) for the relief of Irmgard Kohler, 
an alien. 

The bill would provide that notwithstanding the age limitation contained in 
section 4 (a) of the Immigration Act of 1924, as amended, Irmgard Kohler, the 
unmerried daughter of a citizen of the United States may be permitted to enter 
the United States as a nonquota immigrant for permanen, residence, if otherwise 
admissible. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Maria Irmgard Kohler was born on August 18, 1923, in Busenberg, 
Germany, and is a citizen of that country. She resided in the United States with 
her parents only a short while after her admission for permanent residence on 
March 12, 1928. According to her father, Mr. Alois Kohler, she left the United 
States when about 4 years old, in the care of a nurse, to visit her grandparents in 
Germany, where she has since remained, residing with them until their death last 
year. Mr. Kohler stated that he resides at his place of business, the Swiss Chalet, 
in Rochelle Park, N. J., and that he has another daughter, Rita Kobler, 19 years of 
age, who is a native-born United States citizen. Both he and his wife are natural- 
ized citizens of the United States. If his daughter is permitted to come to this 
country, she will reside with them, and it is his intention to send hei to a secre- 
tarial school. 

The quota for Germany, to which Miss Kohler is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. Whether under the circum- 
stances in her case the provisions of the immigration laws should be waived pre- 
sents a question of legislative policy concerning which this Department prefers 
not to make any recommendation. 

If the bill is to receive favorable consideration, however, it is suggested that it- 
be amended by striking out all after the enacting clause and inserting the follow- 
ing: 

‘That, solely for the purposes of sections 4 (a) and 9 of the Immigration Act of 
1924, as amended, Irmgard Kohler shall be held and considered to be the minor 
child of her father, Alois Kohler, a naturalized United States citizen.”’ 

Yours sincerely, 
PreYTON Forp, 
Deputy Attorney General. 


Senator H. Alexander Smith, the author of the bill, has submitted 
the following affidavit in connection with the case: 


AFFIDAVIT 
STaTE oF NEw JERSEY, 
rounty of Passaic, ss: 

Before me, a notary public in and for the State of New Jersey, today appeared 
Rita Kohler, residing at 120 West Passaic Road, Rochelle Park, N. J., deposes 
and says that she is American citizen by birth and sister of Irmgard Kohler, 
who came to the United States at the age of 2 and was 12 when her father became 
a citizen and at the present time resides at Pension Bellevue, Zurich, Switzerland. 

That she together with her sister went to Germany in 1939 in order to visit 
their grandparents who became very sick by this time. 

That she and her sister could not return to this country on account of the 
outbreak of the war. No mail from home whatever was received until May 1946. 

That, during their stay in Germany, the two girls, and especially Irmgard, 
were asked to join the Bund Deutscher Maedel, the Nazi girl organization. 
She rejected this repeated proposal by the reason that she, being the daughter 
of United States citizen parents and a United States citizen herself, could not 
join any foreign organization. She then was advised by a Mrs. A. Schweizer 
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that she might be sent to a concentration camp, if she refused to join the B. d. M. 
Only by her blind grandfather’s efforts, who told the B. d. M. that they had no 
right whatsoever to force the girl into any organization, as she was a United 
States subject, was she kept out of greater trouble. 

That she and her sister went to the American consulate at Frankfurt on Main 
as soon as it had been reopened, in 1947, and applied for the necessary visa to 
be able to return to this country and to join their parents, who are naturalized 
United States citizens. 

That, after several visits to the American consulate, a non quota visa was 
granted to Rita Kohler in January 1948, but that her sister was told that, in her 
case, the solution could not be found as easily as for Rita, because Irmgard 
became 21 years of age during the war. 

That Irmgard was convinced that she ought to get a nonquota visa, and she 
went several times to the American consulate because she was very anxious to 
be reunited with her family and did not want to be separated from her sister. 

That Irmgard, still believing that registration for regular immigration of 
German nationals to the United States, when it was opened, would admit that 
she had given up her fight to be considered an American citizen, did not register 
with the American consulate before October 10, 1948, as reported by her, on 
November 19, 1948, as acknowledged by the consulate, when everything possible 
had been tried to get her over as an citizen of the United States. ‘This is the 
reason given, that Irmgard, receiving a very high registration number, at the 
present time is still being held back in Europe. 

This statement is true, and, in witness thereof, the deponent sets her seal and 
hand this 27th day of February 1950. 

{41ITA KOHLER. 

Subscribed and sworn to before me, a notary public in and for the State of 
New Jersey, this 27th day of February 1950. 

[SEAL] Orro JADAMOWITZ, 

Notary Public of Ne w Jt sey. 


My commission expires October 18, 1953. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 363), as amended, should be enacted. 


O 
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Fesruary 19 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 548] 


The Committee on the Judiciary, to which was referred the bill 
(S. 548) for the relief of Freidoun Jalayer, having considered the 
same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Freidoun 
Jalayer shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
Act, upon payment of the required visa fee and head tax. Upon the granting 
of permanent residence to such alien as provided for in this Act, the Secretary 
of State shall instruct the proper quota control officer to deduct one number 
from the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Freidoun Jalayer. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


This is the case of an alien who last entered the United States on 
April 29, 1946, as a student, pursuant to the provisions of section 
4 (e) of the Immigration Act of 1924. The beneficiary failed to main- 
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tain the status of a student in accordance with the terms of his ad- 
mission and for that reason became the subject of deportation pro- 
ceedings. However, it appears that the beneficiary has been asso- 
ciated with the staff of the American Museum of Natural History in 
New York City in the capacity of an artist engaged in the reproduc- 
tion of botanical specimens for the museum since 1946. It further 
appears that the beneficiary is an artist with unusual knowledge and 
talent in the field of botanical art and that his services are badly 
needed by the American Museum of Natural History. 

A letter dated May 18, 1950, to the chairman of the Senate Com- 
Mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 2347, which was a bill introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, D. C., May 18, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in reply to yovr request for the views of the Depart- 
ment of Justice relative to the bill (S. 2347) for the relief of Freidoun Jalayer, 
an alien. 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of Freidoun Jalayer of New York, N. Y., and it would provide that the 
alien shall not again be subject to deportation by reason of the same facts upon 
which the prese: t proceedings were commenced. It would also provide that, in 
the administration of the immigration and natura ization laws, the alien shall be 
considered as having been lawfully admitted to the United States for permanent 
residence as of April 29, 1946, the date of his last entry, upon payment of the 
required head tax and visa fee. Finally, it would direct the Secretary of State to 
instruct the quota-control officer to deduct one number from the nonpreference 
category of the first available immigration quota for nationals of Iran. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Freidoun Jalayer was born in Tehran, Iran, on April 15, 1917, and is 
a citizen of that country of the Persian race. Coming to the United States from 
Iran, he last entered this country at the port of New York on April 29, 1946, when 
he was admitted as a student until September 5, 1946, pursuant so the provisions 
of section 4 (e) of the Immigration Act of 1924. On June 29, 1946, he applied 
for an extension of the period of his stay as a nonquota student, but his application 
was denied for the reason that he was not attending an approved school. A war- 
rant for his arrest in deportation proceedings was issued on April 22, 1946, charging 
that he had un!awfully remained in the United States after failing to maintain 
the exempt statis of a student in accordance with the terms of his admission. 
Further action under this warrant was deferred, however, pending consideration 
of the instant bill. 

The files further disclose that at the time of his admission, the alien was des- 
tined to the American International College, Springfield, Mass. He stated, how- 
ever, that he never attended that college, but instead remained in New York 
City and on July 29, 1946, became associated with the American Museum of 
Natural Historv. He is at present emploved by the museum as an artist at a 
salary of $3,190 per annum. He claimed that he was employed in a similar 
capacity by museums in Persia for 5 years prior to his departure for the United 
States. 

According to statements of the officers of the American Museum of Natural 
History, the alien is an artist with unusual knowledge and talent in the field of 
botanical art and in the preparation and reproduction of botanical specimens for 
the museum. They further stated that he stands out among the few artists 
who do this rare type of work, and that it would be difficult to find a replacement 
for him. 

The alien’s wife, whose maiden name was Sarah Pakravan, accompanied him 
to the United States and was also admitted as a student under section 4 (e) of the 
Immigration Act of 1924. She stated on May 17, 1947, however, that she secured 
a Civorce from Mr. Jalayer at the Iranian Embassy, New York City, in accord- 
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ance with the Iranian Moslem law; The validity of such divorce under the laws 
of the State of New York, however, appears to be somewhat in question. She 

thereupon ceased attending school, and secured employment at the Iranian 
Embassy in Washington, D. C. Thereafter, on November 14, 1949, according 

to the records of the Immigration and Naturalization Service, she departed 
permanently from the United States destined to the Iranian Embassy in Rome, 
taly. 

The alien stated that he has no relatives in the United States, that his father is 
deceased, and that his mother, a brother, and three sisters reside in Iran, and that 
one married sister lives in London, England. He asserted that he desires to 
remain in the United States because the museum had requested him to stay, and 
for the further reason that he wants to become a citizen of this country and that 
he hopes to be able to advance American art. The record fails to disclose any 
reliable information of an adverse nature with respect to him. 

The quota of Iran, to which the alien is chargeable, is oversubscribed for many 
years and a quota immigration visa is not readily obtainable. The record in this 
case, however, does not appear to present facts sufficiently impelling to warrant 
the enactment of special legislation granting him a preference over the many other 
persons chargeable to the same quota, which is extremely limited under the law, 
who likewise desire to enter the United States for permanent residence, but who 
must wait abroad for the issuance of quota visas. Furthermore, in view of the 
fact that this alien secured admission to this country as a student with the apparent 
intention of not retaining that exempt status, enactment of this measure would 
tend to encourage other aliens to seek exemption from the general immigration 
laws in a like manner. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorney General. 


Senator Irving M. Ives, the author of the bill, submitted the follow- 
ing letter to the chairman of the Committee on the Judiciary, in refer- 
ence to this case, which reads as follows: 


Tue AMERICAN Museum or Naturat History, 
New York 24, N. ¥., December 30, 1949. 
Re 8. 2610—Jalayer, Freidoun. 


Hon. Irvine M. IveEs, 
United States Senate, Washington, D. C. 


Dear SENATOR Ives: In response to the inquiry of the Standing Subcommittee 
on Immigration and Naturalization of the Senate Committee on the Judiciary con- 
cerning bill 8S. 2347 for my admission to the United States, Iam hereby answering 
the five questions presented. 

The first question asks for the circumstances surrounding my entry to the 
United States. I came here to do advanced study in the field of the fine arts. 
My father, formerly Finance Minister of Persia, was able to give me a good basic 
education as a boy in Persia, during the course of which I studied literature, lan- 
guages and some science, and became proficient in Persian, English, and French 
and acquired a reading knowledge of Arabic. When I was 20 years old, my father 
sent me to study under the faculty of fine arts in Tehran for 2 years, and I deter- 
mined to make the fine arts my life work. I then continued to study sculpture and 
painting in Paris in the Ecole A. B. C. de Dessin. Then I returned to Tehran 
and worked for 5 years with the Ethnological Museum in Tehran. While there, 
among other things, I modeled 48 life-size ethnological types of Persian people, 
and modeled artificial fruits, and was commissioned to paint frescoes and oil paint- 
ings. I would have come to the United States earlier to continue my art studies 
but the war made it impossible. Finally on April 29, 1946, I arrived at the port 
of New York on board the steamship Vulcania and was admitted under student 
visa. The original school I had expected to attend did not offer the kind of art 
studies that I wished. Through a friend I became acquainted with the American 
Museum of Natural History and began to work there as a student without com- 
pensation in July 1946, studying the methods of preparing exhibits used in 
America. The American Museum of Natural History offered me a position on 
the staff of the museum in September 1946 which I gladly accepted because it 
gave me an opportunity to study and develop new techniques in art presentation 
of museum exhibits and afforded me an opportunity to make an intensive study 
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in the field of botanical models and of the preparation and reproduction of botani- 
cal specimens of all kinds, especially flowers, plants and cross sections and micro- 
—_ enlargements. 

he second question asks about my present activities. I have worked con- 
tinuously and exclusively as a member of the staff of the American Museum of 
Natural History ever since I became a staff member in 1946. My work has 
chiefly been in the field of botanical art and in the preparation and reproduction 
of botanical specimens of all kinds, and at the present time I am engaged in plan- 
ning and preparing specimens for the new halls of botany, forestry and landscape 
at the museum. The many new mediums available in this country, especially 
plastics, have given me the opportunity to further develop new methods and 
techniques for presentation. My work is described more fully in the museum’s 
memorandum. 

In response to the third question whether I am presently carning a living or 
dependent on other persons for support, I am happy to say that I am and have 
been able to support myself. As a member of the staff of the museum I am receiv- 
ing a regular salary which is sufficient for my support and maintenance. The 
museum has expressed the desire and hope that I may be able to continue per- 
manently with them in my present work, which gives me confidence and I shall 
continue to be self-supporting. 

The fourth question asks if I am engaged in any activities, political or otherwise 
injurious to American public interests. My whole interest has always been in the 
field of art, and my activities have to do exclusively with my work at the American 
Museum of Natural History and in my hobby of music. I have never in my life 
been interested or involved in politics either here or abroad. I was raised in the 
democratic tradition and believe in the democratic form of government and in the 
American way of life. I belong to no organizations whatsoever, political or other- 
wise, except the camera hobby club at the American Museum of Natural Historv. 
I am certain that my activities would never be injurious to the American public 
interests. 

In answer to your fifth question, I have never been convicted of any offense 
under any Federal or State law, nor have I ever been convicted of any offense 
elsewhere. 


I trust that the foregoing information will cover the questions. May I thank 
you for your interest in my case. 
Very truly yours, 


FREIDOUN JALAYER, 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 548), as amended, should be enacted, 
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EVALD FERDINAND KASK 


FEBRUARY 19 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


_—_—————— 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany 8S. 648] 


The Committee on the Judiciary, to which was referred the bill 
(S. 648) for the relief of Evald Ferdinand Kask, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Evald 
Ferdinand Kask shall be held and considered to have been lawfully admitted to 
the United States for permanent residence as of the date of the enactment of this 
Act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in thi s Act, the Secretary of 
State shall instruct the proper quota control office .r to deduct one number from the 
appropriate quota for the first vear that such quota is availabl 


ic, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Evald Ferdinand Kask. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 53-year-old native and citizen of 
Estonia who last entered the United States as a visitor on October 4, 
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1949. Since 1919 he was employed in China by Anderson, Myer Co. 
Ltd., a subsidiary of International General Electric Co., and is 
presently assisting that company with a project which was started in 
Shanghai. The record discloses that the beneficiar y of the bill fled 
from Estonia in 1917, from Russia in 1918, and from Shanghai in 
1949. Officials of the company by which he is employed state that 
his services and outstanding talent are urgently needed. 

A letter dated September 12, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General 
with reference to S. 3075, which was a bill introduced i in the Eighty- 


first Congress for the relief of the same alien, reads as follows: 
SEPTEMBER 12, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3075), for the relief of Evald Ferdi- 
nand Kask, an alien. 

The bill would provide that Evald Ferdinand Kask shall be considered to have 
been lawfully admitted into the United States for permanent residence as of 
October 4, 1949, the date of his last entry into this country, upon payment of the 
required head tax and visa fee. Further, the Secretary of State would be directed 
to instruct the quota-control officer to deduct one number from the non-preference 
category of the first available immigration quota for nationals of Estonia. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Evald Ferdinand Kask, a native and citizen of Estonia, who was born 
on February 21, 1897, last entered the United States at the port of New York, 
N. Y.,on October 4, 1949, when he was admitted as a visitor for 6 months under 
section 3 (2) of the Immigration Act of 1924. He was last granted an extension 
of temporary stay until July 3, 1950. 

According to the alien, he has been married twice and twice divorced, and has 
one child born of the second marriage. Since 1919, he had been employed in 
China, by Anderson, Myer Co., Ltd. of New York City, as a mechanical engineer 
and draftsman, and since his arrival in this country he has been assisting that 
company with a project he started for it in Shanghai, 

The quota for Estonia to which the alien is chargeable is oversubscribed and an 
immigration visa is not readily obtainable. The record presents no facts which 
would justify granting him a preference over the many aliens abroad who are 
patiently awaiting their turn for quota numbers. Furthermore, to enact this bill 
would encourage others, in whose cases immigration visas are not readily obtain- 
able, to enter this country as visitors and thereafter endeavor to remain per- 
manently. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Irving M. Ives, the author of the bill, has submitted a 
number of documents in connection with the bill, among which are 
the following: 


DrcEeMBER I, 1949, 
Name in full: Evald Ferdinand Kask. 
Born in: Tallinn, Estonia. 
Born on: February 21, 1897. 
Nationality: Estonian. 
Passport No. 194. 
Issued by: Estonian Consulate, Shanghai, China. 
Date of issue: August 9, 1939. 
Expiry date: November 14, 1950, 
Left Estonia: October 1917. 
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Reason for leaving: Evacuated to Vladivostok on account of Communists 
uprising and German invasion of Estonia. 

Occupation in Estonia up to date of leaving: Mechanical draftsman and 
designer in Russian Imperial! Government’s Navy shipbuilding vard in Tallin 

Occupation in Viadivostok: Draftsman and designer in technical office of 
railway shops. 

Left Vladivostok for Shanghai, March 1918 

Reason for leaving Viadivostok: Communists invasion 

Occupation in Shanghai: Since arrival in March 1918 and up to April 1919 
Various t¢ hnica! jobs. Joined AM & Co. Ltd. Anders Mever & ( Ltd 
on April 1919. Occupation, checker in drafting office, squad chief, estimator : 
general engineering, design and sales work mostlv in connection with power plants 

Present occupation: With Anderse n Meve r& Co. | td I onnectio! VIN ge - 
eral power plant engineering. 

Left Shanghai: On April 28, 1949 for Hong Kong 


Reason for leaving: Communists invasion Since arriva Shar ai being 
active and executive member of Estonian National Committ kestoni se 
and later with Estonian consulate and in 1940 when Estonia was oceupied | 
U.S. S. R. author of many articles printed in North Chi Daily News, Shar 
supporting Estonian independence and denouncing Soviet occup 

Reason for lea ey Hong Kong: On vacation Former va ions 1926, 1930 


and 1935 spent in Estonia 


Occupation during December 1941: VJ-day— As instructed by the manag 
of Andersen, Meyer & Co. Ltd., staved with the company till discharged 


Japanese in February 1945. 

Arrived in United States: October 4, 1949. 

Visa: Visitors visa, No. 270 dated August 18, 1949, issued by United States 
consulate general, Hong Kong, valid for 6 months. 

Family position: Divoreed. Son, Richard Kask-Alferieff, student, Stevens 
Institute of Technology, Hoboken, N. J. 





ANDERSEN, Mryer & Co., Lrp., 
Ne { Yo ke \ y Dece? é ? 1g 
Re Mr. Evald Ferdinand Kask. 
Mr. A. T. Brown, 
national Gene al Elect ‘ic C’o.., 


a1 Lexington Avenue, New York 22, N. Y. 
DrAR Mr. Brown: This is written to confirm our several conversations about 


al i 
Mr. Kask who has been an employee of our Shanghai office for more than 30 
years, having been employed shortly after his arrival in Shanghai after fleeing 
from the Communist regime which took control of his native Estonia at the time 


of the Russian revolution. 

First let me say that I have known Mr. Kask personally for 20 years during a 
considerable portion of which he was working under my direet supervision. I 
feel that I know him quite well and I know nothing whatever to his discredit. 
Quite the contrary, in fact. He has always been an extremely loyal, conscie! 
tious, and straightforward individual. 

Mr. Kask is a capable mechanical engineer and draftsman. He has acted 
during his employment in our Shanghai office in the capacity of power plant 
engineer responsible for the preparation of power plant specifications both in the 
quotation and the actual order stages. 

We have been most anxious to keep him in New York as long as possible pri- 
marily to assist our New York staff in the completion of the engineering work for 
the Yu Foong cotton mill power plant since he has been familiar with the job 
since its inception in China 3 years ago. Briefly, the situation we find ourselves 
in as regards the plant is as follows: 

The Yu Fong cotton mill management placed an order with our Shanghai 
office for this plant 3 years ago and all of the main machinery has been purchased, 
shipped and paid for some time since. Our contract, however, obligates us to 
supply a set of over-all assembly drawings and to prepare bills of material as well 
as purchase and ship all of the accessory equipment such as piping, wiring, thermal 
insulation, foundation bolts, ete. We have received advance payment to cover 
this work and these materials and should we fail to supply the engineering and 
purchasing service, we are extremely apprehensive that unwarranted pressure 
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will be put on Mr. Schelke by the present authorities in China in the same way it 
is being put on him in connection with other claims by labor, ete. 

Without Mr. Kask we would have nobody in our New York office organization 
capable of seeing the job through. If we were to bring in outside help to do it, 
all the benefits of Mr. Kask’s association and familiarity with the job since its 
inception would be lost and any new person, no matter how capable, would have 
to spend a great deal of time before he could attain the familiarity with the job 
that Mr. Kask already has. 

The above, I believe, covers our position in the matter, but if I can supply any 
further information, please let me know. 

Yours very truly, 
ANDERSEN, Meyer & Co., LTp., 
M. E. McInrosua. 





INTERNATIONAL GENERAL Exvecrric Co., INc., 
New York 22, N. Y., January 23, 1950. 
Re Evald Ferdinand Kask. 
Mr. Ciark H. Minor, 
Chairman of the Board Andersen, Meyer & Co., Ltd., 
New York 22, N. Y. 

Dear Mr. Minor: The above named gentleman, a national of Estonia and a 
mechanical engineer, has been employed for more than 30 years in China by our 
subsidiary company, Andersen, Meyer & Co., Ltd. He recently arrived in the 
United States from China as a temporary visitor, and he desires to have his tempo- 
rary status here changed by act of Congress to a permanent status, because: 

(a) It is unsafe for him to return to Estonia, his native country, on account of 
its occupation by Communists. 

(b) It is unsafe for him to return to China on account of the Communist situa- 
tion there. 

(c) The quota allotment for Estonian nationals to enter the United States is 
exhausted and oversubscribed for an indefinite period. 

d) Upon the expiration of his temporary stay in the United States, he will be 
required to depart from the United States. 

e) Existing United States laws do not provide a means whereby he may remain 
here permanently. 

(f) He desires to qualify for United States citizenship. 

The facts in the case of Mr. Kask are set forth in the enclosed letter to me 
dated December 27, 1949, from Mr. M. E. McIntosh, manager of the New York 
office of Andersen, Meyer & Co., Ltd. and in the enclosed memorandum, dated 
December 1, 1949, and they are briefly, as follows: 

1. He-was born in Tallinn, Estonia, on February 21, 1897, and he left that 
country in October, 1917 because of the Communist uprising, and German 
invasion of Estonia, 

2. From Estonia he went to Vladivostok and in March, 1918, because of the 
Communist invasion of that city he went to Shanghai. 

3. In April 1919 he was employed in China by Andersen, Meyer & Co., Ltd., 
our subsidiary company. 

4. He has been continuously employed in China by Andersen, Meyer & Co., 
Ltd., for more than 30 vears ad he is still in the employ of that company. 

5. He left Shanghai on April 28, 1949 because of the Communist invasion of 
that city and went to Hong Kong where he obtained from the United States 
consulate general a temporary visitor’s visa in order to visit the United States 
and he is now consulting with executives of Andersen, Meyer & Co., Ltd. at its 
New York office, located at 43 Broad Street. 

6. He arrived in the United States on October 4, 1949 and was admitted as a 
temporary visitor for 3 months, expiring January 3, 1950 and his original tempo- 
rary stay has been extended for a period of 6 months, expiring July 3, 1950. 

7. Upon the expiration next July 3 of his extended stay he will be required to 
depart from this country. 

8.If he returns to Estonia, his native country, he believes that he probably will 
be killed. 

9. If he returns to China he believes he may be killed—especially in view of the 
fact that in or about the year 1940 he wrote Anti-Communist articles for certain 
Shanghai newspapers, which articles are now undoubtedly in the possession of the 
Chinese Communists. 
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10. He is advised that under existing laws of the United States, it is not possible 
for him to obtain any immigration quota number from Estonia, his native country, 
since the quota allotment for nationals of that country to enter the United States 
has been exhausted and oversubscribed for an indefinite period—for possibly 
7 vears. 

I have been informed by representatives of the State Department and of the 
Immigration Office in Washington, that apparently the only possible way by which 
Mr. Kask may have his temporary status in this country changed to a permanent 
status is by the enactment into law by Congress of a private bill for that purpose. 

When I was in Washington on January 12 last, I telephoned the office of Senator 
Ives and explained the facts in the case of Mr. Kask to Miss Davis. secretary to 
the Senator. She suggested that we promptly send to Senator Ives detailed facts 
concerning the case of Mr. Kask and she indicated that the Senator would give 
the matter his prompt and careful consideration. 

It will be very much appreciated if you, as chairman of the board of directors of 
Andersen, Meyer & Co., Ltd., will write an appropriate letter to Senator Ives, 
explaining the predicament of Mr. Kask and requesting the Senator to introduce 
in Congress a private bill for the purpose of changing Mr. Kask’s present tem- 
porary status to a permanent status in this country. 

Very truly yours, 
\. T. Brown. 


ANDERSEN, ME ‘ 
New York 4, N. Y., January 23, 1950, 
Re Evald Ferdinand Kask. 
Hon. Irvine Ives, 
United States Senator, Senate Office Building, Washington 25, D. C. 

Dear SENATOR Ives: Mr. Arthur T. Brown, assistant to the president of 
International General Electric Co., a subsidiary of the General Electrie Co., 
Schenectady, N. Y., and the parent company of Andersen, Meyer & Co., Ltd., of 
which latter company I am chairman of the board, has brought to my attentio 
the case of Mr. Evald Ferdinand Kask, a national of Estonia, who has been em- 
ploved in China for more than 30 years by Andersen, Meyer & Co., Ltd. 

Mr. Kask is a capable mechanical engineer and he has an excellent record of 


employment with Andersen, Mever & Co., Ltd. He is now in this country con- 
sulting with executives of that company concerning certain power plant projects 
in China and also acquainting himself with company polic \Ir. Kask’s problem 
is to have his temporary status changed to a permanent status in order that he 
might remain here permanently and become a citizen of the United Stat 

Since the quota allotment for nationals of Estonia to enter t United States is 
exhausted and oversubscribed for an indefinite period and since it would be 
unsafe for Mr. Kask to return to Estonia or to China in view he Communist 


occupation of both countries, he is in a very difficult situation 
I enclose Mr. Brown’s letter to me of January 23, a letter from Andersen 
& Co., Ltd., to Mr. Brown dated December 27, 1949, and a memorandum dated 


T 
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December 1, 1949, which give detailed information concerning the case of Mr. 
Kask. 
We would greatly appreciate any efforts that you may be able to exert in causil 


a private bill to be introduced in Congress and enacted into law, for the purpose of 
changing the present temporary status of Mr. Kask to a permanent status in this 
country. 
Sincerely yours, 
CuarKk H. Minor, 
Chairman of the Board. 
The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 648), as amended, should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submittec 
the following 


REPORT 


[To accompany S. 666] 


The Committee on the Judiciary, to which was referred the bill 
(S. 666) for the relief of George Pantelas, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENDMENT 
Strike sections 2 and 3 of the bill. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to cancel the outstanding 
deportation proceedings in the case of George Pantelas and to provide 
that he shall not again be subject to deportation by reason of the same 
facts on which the present proceedings are based. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 47-year-old native and citizen of 
Greece who first entered the United States in . 21. In 1929 he was 
convicted and sentenced to imprisonment in California for issuing 
checks without sufficient funds. In 1931 he was deported to Greece 
and he reentered the United States in 1940 with false documents and 
has resided here since that time. In 1942, he married a United States 
citizen and they have a 7-year-old child. 

The pertinent facts in the case are contained in a letter dated 
October 24, 1950, to the chairman of the Senate Committee on the 
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Judiciary from the Deputy Attorney General with reference to S. 2965, 


which was a bill introduced in the ‘Eighty-first Congress for the relief 
of the same alien. 


DEPARTMENT OF JU ae E 


Washington, October 24, 1950. 
Hon, Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 2965) for the relief of George 
Pantelas. 

The bill would direct the Attorney General to discontinue deportation proceed- 
ings in the case of George Pantelas and would provide he shall not again be 
subject to deportation by reason of the same facts upon which such deportation 
proceedings were commenced. It would further provide that the said George 
Pantelas shall be considered to have been lawfully admitted to the United States 
for permanent residence as of May 28, 1940, upon payment of the required head 
tax and visa fee. It would also direct the Secretary of State to instruct the 
quota-control officer to deduct one number from the appropriate immigration 
quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that George Pantelas is a native and citizen of Greece, having been born 
in Gargalianous, Greece, on February 12, 1903. He first entered the United 
States at the port of New York, in March 1921. On May 3, 1929, he was con- 
victed, under section 476 (a), Penal Code of California, of issuing checks without 
sufficient funds and was sentenced to an indeterminate term of imprisonment at 
San Quentin Prison of from 0 to 14 years. On August 9, 1930, he was ordered 
deported on the charge that he was in the United States in violation of the Immi- 
gration Act of February 5, 1917, in that subsequent to May 1, 1917, he had been 
sentenced more than once to imprisonment for a term of 1 year or more for the 
commission subsequent to entry of a crime involving moral turpitude and on 
June 7, 1931, he was deported to Greece. 

In 1940, Mr. Pantelas purchased the birth certificate of a friend in Greece on 
the basis of which he obtained a Greek passport. He then secured a temporary 
visitor’s visa from the American consul at Athens, Greece, under the assumed 
name and gained reentry into the United States on May 28, 1940, as a visitor, 
although he intended to remain here permanently, according to his testimony. 
The alien admits the commission of perjury in connection ‘with the obtainment 
of the visa. A hearing was accorded him under a warrant issued for his arrest 
in deportation proceedings, and he was again ordered deported to Greece on 
October 6, 1947, on the charges that at the time of his last entry into the United 
States he was an immigrant not in possession of an immigration visa, that he 
admitted the commission of perjury, forgery, and issuing checks without sufficient 
funds, and that he had been convicted of issuing checks without sufficient funds, 
all crimes involving moral turpitude committed prior toentry. The alien’s applica- 
cation for exercise of discretionary authority contained in the seventh provito of 
section 3 of the Immigration Act of 1917, as amended, was deniedat this time. 
His appeal from the order of deportation was dismissed by the Board of Immigra- 
tion Appeals on November 6, 1947. Mr. Pantelas secured a complete review of 
his case by the Federal District Court, Southern District of New York, upon 
filing a writ of habeas corpus, and, upon an adverse ruling in that court, he ap- 
pealed to the United States Circuit ‘Court of Appeals for the Second C ireuit, which 
court confirmed the order of the lower court on December 15, 1949. Howev er, 
Mr. Pantelas’ deportation was deferred to permit him to prosecute a claim for 
workmen’s compensation. Several motions to reopen the deportation proceedings 
have since been denied by the Board of Immigration Appeals. 

The alien, in June 1944, stated that he was married and that his wife and 
enildren lived in Greece. However, he later stated that he had been married in 
Greece, but that his wife was dead and, at yet a later date, he stated that he had 
not been married in Greece. It appears that on July 21, 1942, he married Georgia 
Kargel, a United States citizen. There is one child, the issue of this marriage. 

It is noted that the alien owes $213 to the collector of internal revenue on 
Federal employment tax, and that he has failed to file income-tax returns for the 
years 1941, 1944, and 1946 to 1948, inclusive. He has given the collector three 
checks which were returned marked “insufficient funds.” 
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Mr. Pantelas was arrested, in 1925, in California, for forging a check, and, in 


1928, he was arrested on the charge of burglary, which action was dismissed. 
The evidence, however, establishes that notwithstanding his conviction, in 1929, 
for the issuance of checks without sufficient funds, he continued to do so as late 
as March 1947, although he was not prosecuted therefor. 

The quota for Greece, to which Mr. Pantelas is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable. The alien’s past criminal 
record is evidence of his disregard for the laws and principles of the United States. 
No facts have been presented which would justify granting him an exemption 
from the requirements of the general immigration laws. 


Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 


Yours sincerely, 
PEYTON Forp, 
De puty Attorne y General. 

The bill as originally introduced not only provided for cancellation 
of the outstanding deportation proceedings, but also provided that the 
beneficiary of the bill be granted the status of permanent residence in 
the United States. It is the information of the committee that the 
beneficiary of the bill is presently supporting his United States citizen 
wife and his 7-year-old minor dé 1ughter. Despite his previous record, 
the committee is of the opinion that cancellation of the outstanding 
deportation proceedings is warranted solely on the ground that his 
support is necessary for his citizen wife and child, but does not believe 
that there should be granted to the beneficiary the status of perma- 
nent residence in the United States. Accordingly, the bill has been 
amended so as to relieve him from deportation but does not grant him 
the status of a permanent resident alien. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 666), as amended, should be enacted. 


O 
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’¥EBRVARY 19 (legislative day, JANUARY 29), 1951.—Ordered 


McCarran, from the Committee on the Judiciary, 


the following 


REPORT 


[To accompany 8S. 282] 

The Committee on the Judiciary, to which was referred the bill 
(S. 282) for the relief of Richard Gregory Rundle and Valiquette 
Adele Rundle, having considered the same, reports favorably th ereon 
with amendments and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On line 7 change the name ‘‘Baliquette”’ to ‘‘ Valiquette.” 

On line 8 change the name ‘ Baliquette”’ to “ Valiquette.”’ 

Amend the title of the bill to read: A bill for the relief of Richard 
Gregory Rundle and Valiquette Adele Rundle. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to enable the minor adopted 
children of Mr. and Mrs. Walter G. Rundle to become citizens of the 
United States upon the petition of the adopting parents. 


STATEMENT OF FACTS 


The beneficiaries of the bill are two stateless minor children, one 
a native of Austria and the other a native of Germany, who have 
been adopted by Mr. and Mrs. Walter G. Rundle, who are native- 
born citizens of the United States. The children were lawfully ad- 
mitted to the United States for permanent residence on July 20, 1950. 
Mr. Rundle has been in the employ of the United Press for 21 years 
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and is presently assigned in Europe. He desires that his wife and 
children join him in Europe but is fearful of having the children return 
to Europe other than as citizens of the United States. 

A letter dated January 26, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

JANUARY 26, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, 
Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 282) for the relief of Richard Gregory 
Rundle and Valiquette Adele Rundle, aliens. 

The bill would provide that subsections (b) and (c) of section 316 of the 
Nationality Act of 1940 (54 Stat. 1146; 8 U.S. C. 716), shall not be held to apply 
to Richard Gregory Rundle and Valiquette Adele Rundle, adopted children of 
Walter G. and Valiquette Rundle, United States citizens, and that they may be 
naturalized after the completion of 5 months of continuous residence in the United 
States upon compliance with the other provisions of section 316 of the act. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Richard Gregory Rundle and Valiquette Adele Rundle, who are 
stateless, were born respectively on December 28, 1937, in Allenstein, Germany 
and on March 8, 1946, in Innsbruck, Austria. They were last admitted to the 
United States for permanent residence at the port of New York on July 20, 1950; 
Richard, under section 6 (a) (3) of the Immigration Act of 1924 and Valiquette, 
under section 2 (f) of the Act of June 25, 1948, as amended. 

The record indicates that Mr. and Mrs. Walter Rundle are native-born citizens 
of the United States. Mr. Rundle has been in the employ of the United Press 
for 21 years, and that prior to the adoption of the children Mrs. Rundle was a 
free-lance journalist and artist. Mrs. Rundle states that she and her husband 
had long desired to adopt children but were unable to do so because of the nature 
of their work. It appears that the adoptive parents have no knowledge regarding 
the background of their son except that he was an orphan residing in the Russian 
Sector of Berlin. Further statements of Mrs. Rundle were to the effect that 
Valiquette, whose name is erroneously spelled in the bill, was adopted with the 
consent of her mother and that the identity of her father is not known. Mrs. 
Rundle exhibited German language documents with attached translations which 
show that the son’s adoption was completed on December 24, 1948, and that the 
daughter’s adoption was completed on August 12, 1949. 

The record indicates that the children were brought to the United States in 
the summer of 1950 because of the increased international tension, as a result of 
the Korean War, and because of a fear on the part of the adoptive parents that 
in the event of an emergency all United States citizens would be evacuated first. 
Mrs. Rundle further stated that she and the children desire to join Mr. Rundle 
in Germany but that she cannot risk taking the children back to that country 
until they are documented as United States citizens. The children are presently 
residing with Mrs. Rundle in Grand: Island, Nebr., where the son attends school. 

Section 316 of the Nationality Act of 1940 (54 Stat. 1146; 8 U.S. C. 716) pro- 
vides for the naturalization of adopted children upon petition of the adoptive 
parent or parents, if among other things, the children have resided continuously 
in the United States for at least 2 years immediately preceding the date of filing 
such petition, if the adoptive parents are citizens of the United States and if the 
children were legally admitted to the United States for permanent residence, 
adopted in the United States before reaching the age of 16 years, and adopted 
and in legal custody of the adoptive parent or parents for at least 2 years prior 
to the filing of the petition for the childrens’ naturalization. The aliens were 
lawfully admitted to the United States for permanent residence, but inasmuch 
as they were not adopted in the United States, have not resided here for 2 years 
and have not been in the legal custody of their adoptive parents for 2 years, they 
cannot be naturalized at this time. Therefore, the only manner in which their 
expeditious naturalization can be effected is through special legislation. 

The occupation of Mr. Rundle necessitates his residence in foreign countries. 
Although Mr. and Mrs. Rundle feel that the family should reside together in 
order that the children might have a normal home life, they are understandably 
reluctant to have them return to Germany except as United States citizens. 
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The Department of Justice has no objection to the enactment of this bill. 
Whether it should be enacted is, of course, a matter of 
mination. 

Yours sincerely, 


congressional deter- 


Pry TON Forp, 
Deputy Attorney General. 


Senator Kenneth S. Wherry, the author of the bill, has submitted 
the following letter dated January 16, 1951, to the chairman of the 
Senate Committee on. the Judiciary, in connection with the case: 


UNITED STATES SENATE, 
Janua ry 16, 1951. 
Hon. Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator: There has been assigned your committee, my bill, S. 282, for 
the relief of Richard Gregory and Valiquette Adele, adopted minor child: 
Mr. and Mrs. Walter G. Rundle. 

Mr. Rundle is a United Press war correspondent presently assigned in Europe. 
Mrs. Rundle is at the home of her parents in Grand Island, Nebr. She does not 
consider it advisable to return to Europe until the children have become natural- 
ized American citizens. 

I will sincerely appreciate the courtesy of the committee in expeditiously and 
promptly assigning my bill for consideration on an early committee agenda. 

Cordially yours, 


ren of 


KENNETH S. WHERRY. 


The committee, after conside ration of all the facts in the case, is 
of the opinion that the bill (S. 282), as amended, should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
> the following 


— 


REPORT 
[To accompany 8. 728] 


The Committee on the Judiciary, to which was referred the bill 
(S. 728) to amend section 174.1, chapter I, title 8, of the Code of Fed- 
eral Regulations, relating to control pursuant to the Subversive Activi- 
ties Control Act of 1950, of persons entering the United States, having 
considered the same, reports favorably thereon with amendments and 
recommends that the bill, as amended, do pass. 


AMENDMENTS 


1. Strike all after the enacting clause and insert in lieu thereof the 
following: 


That the Attorney General is hereby authorized and directed to provide by regula- 
tions that the terms ‘‘members of”’ and “affiliated with’’ where used in the Act of 
October 16, 1918, as amended (except where, in context, such terms relate to com- 
munism), shall include only membership or affiliation which is or was voluntary, 
and shall not include membership or affiliation which is or was solely (a) when 
under fourteen years of age, (b) by operation of law, or (c) for purposes of obtain- 
ing employment, food rations, or other essentials of living, and where necessarv 
for such purposes. 

Sec. 2. The Attorney General is authorized in his discretion to record the entry 
of any alien to have been for permanent residence in any case where the alien here- 
tofore, when applying for admission for permanent residence, was temporarily ad- 
mitted pursuant to the ninth proviso of section 3 of the Immigration Act of Febru- 
ary 5, 1917, as amended, and whose inadmissibility for permanent residence was 
determined to be solely by reason of membership or affiliation (other than member- 
ship or affiliation related to communism) under subsection 2 of section 1 of the 
Act of October 16, 1918, as amended. 


2. Amend the title so as to read: 


A bill to clarify the immigration status of certain aliens 
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PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for clarification, 
through regulations, of the interpretation of certain terms used in the 
act of October 16, 1918, as amended, relating to exclusion and depor- 
tation of subversive classes of aliens; and to vest in the Attorney 
General the authority to amend the records of entry of certain aliens 
who, since September 23, 1950, and prior to the enactment of this 
bill, were admitted temporarily although they were applying for 
permanent residence in this country with appropriate documentation 
as immigrants. 


STATEMENT OF FACTS 


The act of October 16, 1918, as amended by the act of June 28, 
1940, provided for the exclusion from the United States of aliens who 
shall be or shall have been members of or affiliated with any organi- 
zation, association, society, or group, that believes in, advises, advo- 
cates, or teaches certain subversive doctrines. 

Section 22 of the Internal Security Act of 1950 reenacted the 
identical language of the act of October 16, 1918, but added language 
which proscribed in the excludable classes aliens who are or were 
members of or affiliated with the Communist Party, the Communist 
Political Association and other totalitarian parties. 

The terms ‘‘members of” and “affiliated with’ were reenacted 
identically as they appeared prior to the enactment of section 22 of 
the Internal Security Act of 1950. 

The attention of the committee has been directed to the increasing 
number of cases in which visas have been withheld or admission into 
this country denied to aliens on the basis of interpretations of the 
terms “members of’ and “affiliated with” which are contrary to the 
established body of judicial and administrative interpretations of 
these terms. Many of these cases involve spouses of servicemen who 
have been denied visas or admission into the United States on the 
basis of an involuntary membership or affiliation in various totali- 
tarian organizations or subsidiaries thereof, such as a membership 
or affiliation which occurred solely at tender years, by operation of 
law or for purposes of obtaining employment, food rations, and the 
like. In still other cases aliens have been denied visas or admission 
solely because they were in the German or Italian Armies. 

The bill (S. 728), as amended, makes clear that it was not the intent 
of the Congress in enacting section 22 of the Internal Security Act of 
1950 to nullify or to disturb the body of judicial and administrative 
interpretations of the terms “members of’ and “affiliated with” and 
accordingly the bill authorizes and directs the Attorney General to 
provide by regulations that the terms “members of” and “affiliated 
with” where used in the act of October 16, 1918, as amended (except 
where, in context, such terms relate to communism), shall include only 
membership or affiliation which is or was voluntary, and shall not 
include membership or affiliation which is or was solely (a) when 
under 14 years of age, (b) by operation of law, or (c) for purposes of 
obtaining employment, food rations, or other essentials of living, and 
where necessary for such purposes. 
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It is the information of the committee that since September 23, 1950, 
the date of enactment of section 22 of the Internal Security Act of 
1950, a number of aliens in possession of documents as immigrants, 
when applying for admission for permanent residence were determined 
to be inadmissible by reason of membership or affiliation (other than 
membership or affihation related to communism) under the act of 
October 16, 1918, as amended, but were temporarily admitted pur- 
suant to the ninth proviso of section 3 of the Immigration Act of 
~ ~ “ear ° . » 

February 5, 1917, as amended. Said ninth proviso provides for the 
admission and return of otherwise inadmissible aliens applying for 
temporary admission. 

Although it is the view of the committee that said ninth proviso 
does not authorize the temporary admission of aliens applying for 
admission for permanent residence, section 2 of the bill (S. 728), as 
amended, authorizes the Attorney General in his discretion to record 
the entry of any such alien heretofore admitted under said ninth 
proviso to have been for permanent residence. 

The bill (S. 728), as amended, incorporates the identical language of 
the draft which is set forth in the below quoted letters dated January 
30, 1951, and February 1, 1951, respectively: 

JANuARY 30, 1951. 
Hon. J. Howarp McGrarna, 
Attorney General of the United States, 
Department of Justice, Washington 25, D. C. 

My Dear Mr. ArrorRNEy GENERAL: Following up my telephone conversation 
with you this afternoon, and along the lines which we discussed, | have prepared 
an amended version of my bill 8. 728, which accomplishes the two purposes of 
having the Attorney General write the proposed regulation, rather than having it 
written by Congress, and providing a means for adjusting the status of aliens now 
in this country, who would have been admissible for permanent residence, at the 
time they entered the country, under such a construction of the law as this pro- 
posed regulation would provide. 

My new version of the bill is as follows: +8 

“Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Attorney General is hereby authorized 
and directed to provide by regulations that the terms ‘members of’ and ‘affiliated 
with’ where used in the Act of October 16, 1918, as amended (except where, in 
context, such terms relate to communism), shall include only membership or 
affiliation which is or was voluntary, and shall not include membership or affilia- 
tion which is or was solely (a) when under fourteen years of age, (b) by operation 
of law, or (c) for purposes of obtaining employment, food rations, or other essen- 
tials of living, and where necessary for such purposes. ; 

“Sec. 2. The Attorney General is authorized in his discretion to record the 
entry of any alien to have been for permanent residence in any case where the 
alien heretofore, when applying for admission for permanent residence, was tem- 
porarily admitted pursuant to the ninth proviso of section 3 of the Immigration 
Act of February 5, 1917, as amended, and whose inadmissibility for permanent 
residence was determined to be solely by reason of membership or affiliation 
(other than membership or affiliation related to communism) under subsection 
2 of section 1 of the Act of October 16, 1918, as amended.”’ 

I am prepared to recommend that my bill S. 728 be amended in committee so 
as to conform to the above text; and I should be grateful if you would let me 
know, as speedily as may be convenient, your views with respect to this proposal. 

Kindest personal regards. 

Sincerely, ; 
Par McCarran, Chairman. 
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Fesruary 1, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: With further reference to our discussion of January 30, 
1951, and in response to your letter of the same date, this is to advise that I am 
in complete agreement with your amended version of your bill S. 728 which 
reads as follows: 

“Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Attorney General is hereby authorized 
and directed to provide by regulations that the terms ‘members of’ and ‘affiliated 
with’ where used in the Act of October 16, 1918, as amended (except where, in 
context, such terms relate to communism), shall include only membership or 
affiliation which is or was voluntary, and shall not include membership or affilia- 
tion which is or was solely (a) when under fourteen years of age, (b) by operation 
of law, or (c) for purposes of obtaining employment, food rations, or other essen- 
tials of living, and where necessary for such purposes. 

“Sec. 2. The Attorney General is authorized in his discretion to record the 
entry of any alien to have been for permanent residence in any case where the 
alien heretofore, when applying for adrhission for permanent residence, was 
temporarily admitted pursuant to the ninth proviso of section 3 of the Immigration 
Act of February 5, 1917, as amended, and whose inadmissibility for permanent 
residence was determined to be solely by reason of membership or affiliation 
(other than membership or affiliation related to communism) under subsection 2 
of section 1 of the Act of October 16, 1918, as amended.”’ 

It appears that this measure will accomplish our mutual objectives. Your 
interest and kind cooperation in this matter are greatly appreciated. 

With warm personal regards. 

Sincerely, 
J. Howarp McGratn, Attorney General. 


The committee, after consideration of all the facts, is of the opinion 
that the bill, (S. 728), as amended, should be enacted. 


e 


\ 
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frSQMcCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. Con. Res. 12] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 12 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the, United States or legally resident alien 
who is the spouse, parent, or minor child of suc h deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
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was final, and the status of the alien involved was adjusted to that of 
& permanent resident. 

Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 183 cases. One hundred 
and seventy-eight cases of the 183 cases included in the concurrent 
resolution were among a group of 195 cases referred to the Congress 
on January 16,1950. Thirteen cases of the group of 195 cases referred 
to the Congress on January 16, 1950, have been approved by the 
Congress and 4 cases of the group of 195 cases referred to the Congress 
on January 16, 1950, have been held for further study and investiga- 
tion. Two cases of the 183 cases included in the concurrent resolution 
were among cases referred to the Congress on December 1, 1950, and 
3 cases of the 183 cases included in the concurrent resolution were 
among cases referred to the Congress on January 15, 1951. 

In each case which is recommended for approval a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 


wm, 
LY 
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- REPORT 
[To accompany 8S. Con. Res, 13] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably 
on certain of said cases and recommends that Senate Concurrent 
Resolution 13 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
& permanent resident. 
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Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 469 cases. Two hundred 
and two cases included in the concurrent resolution were among 210 
cases referred to the Congress on February 1, 1950; 3 cases of the 210 
cases referred to the Congress on February 1, 1950 have been approved 
by the Congress; and 5 cases of the 210 cases referred to the Congress 
on February 1, 1950, have been held for further study and investiga- 
tion. One hundred and eighty-two cases included in the concurrent 
resolution were among 194 cases referred to the Congress on February 
15, 1950; 7 cases of the 194 cases referred to the Congress on February 
15, 1950, have been approved by the Congress; 2 cases of the 194 cases 
referred to the Congress on February 15, 1950, have been withdrawn 
by the Attorney General; and 3 cases of the 194 cases referred to the 
Congress on February 15, 1950, have been held for further study and 
investigation. Eighty-five cases included in the concurrent resolution 
were among 87 cases referred to the Congress on March 1, 1950, and 
2 cases of the 87 cases referred to the Congress on March 1, 1950, have 
been approved by the Congress. 

In each case which is recommended for approval a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 

O 
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submitted the following 


{To accompany 


Che Committee on Rules and Administratio1 
the resolution (S Res. 53) to nvestigate 
of the various governmental 
P 


sidered the same, report favorably thereon, 


recommend that it be ager ( ¥ the senate 
A letter from the chairman of the Committee 
Civil Service explaining the aims and purposes 
(S. Res. 53) to investigate the manpower policy at 
service policy of the executive branch of the Governmen 


Hon. Cart HaypbEN, 
Chairman, Committee on Rules and 
[ nited State Senat i H q ingt vit, 

DEAR SENATOR HAYDEN: I am submitting her th a alled of th 
aims of the special subcommittee appointed by me to investig: the manpower 
policy and general civil-service policy of the executive branch of » Government, 
together with a budget to provide a staff to assist this subcommittee in its work 
through January 31, 1952 

At the end of June 1950 when the Reds invaded Korea, the reeords of the Civil 
Service Commission showed that we had 1,967,111 Federal 
tive branch of the Government Of that number 753,149 wer 
Department—the Army, Navy, and Air Force. The latest 
Service, for the month of Novemb« r, shows the 
branch to have risen to 2,159,997, of whom 966,886 
ment. This is a total increase of 192,886. The over-all 
Department, however, is 213,737. 

Reductions which offset some of the increase in the Defense Department were 
made in the Commerce, Interior, and Agriculture Departments. But these re- 
ductions were in seasonal and temporary personnel—reductions that would have 
been made in any event. For example, Commerce has r 
working on returns from its seventeenth decennial ce ; ‘iculture and 


educed ff which is 


i 
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Interior reductions were in their seasonal staffs—people who work during the 
summer months in the forests and on the public lands. These people will again 
be put back to work this coming summer. 

My point is this—there has been no actual decrease whatsoever, none that 
wasn't already planned, in employment in the nondefense agencies. Since the 
last civil-service report, for the month of November, I am reliably informed that 
the total Federal employment has increased about 55,000, which would make the 
over-all increase in Federal employment, since Korea, about 250,000 in seven 
short months. 

In addition, we have reliable estimates that Federal employment will increase 
by perhaps another half million workers by June 30, 1952, 17 months from now. 
If that happens, the total increase in Federal employment since Korea would 
reach 750,000. 

I believe we all realize that some increase in Federal employment, particularly 
in the Army, Navy, and Air Force, is and will be necessary to support our troops 
in Korea and elsewhere overseas. The Army, Navy, and Air Force have hired 
many thousands of civilian workers to manufacture munitions, to build and 
repair naval vessels, to store and load supplies, to man air fields, ete. 

But I believe, too, that most of us here and the people in general are disappointed 
by the failure of the President to cut nondefense expenditures to the bone, by 
the failure of the Civil Service Commission to adopt a realistic and hard-boiled 
manpower policy for the Government, and by the failure of Federal agencies to 
transfer more of their experienced employees to the defense agencies where they 
are urgently needed. 

In his state of the Union message, you will recall that the President called on 
Congress to cut nondefense expenditures, and we applauded him for his statement. 
He said the Government would have to forego some of the things which some of 
the agencies believed were necessary. 

3ut the President failed to follow up his statements when he submitted his 


proposed budget for the 1952 fiscal year. I have examined that budget in detail. 
In only isolated instances did he propose fewer employees for the nondefense 
agencies. Ly and large, he submitted estimates to Congress which proposed 


either that these agencies retain their present staffs or that they be given increases 
in personnel. In other words, he has challenged Congress to carry out his ex- 
pressed desire to cut nondefense spending. I believe we should accept that 
challenge. 

A week ago the President made public his national manpower mobilization 
policy. I wish to quote two provisions contained in it. They are: (1) ‘‘Each 
individual will be expected to serve in the capacity in which he can contribute 
most to the total mobilization program” and (2) “That the Government should 
assist workers to arrange for their: transfer to essential jobs.’’ 

The central manpower agency for our Government is the Civil Service Com- 
mission. I’m frank but sorry to say that it has done very little in developing 
plans to meet this situation. I sometimes wonder if the Commission and its 
Officials realize the gravity of the situation. 

The Congress itself, in an indirect manner, expressed its resentment at the 
do-nothing and feet-dragging attitude of the Civil Service Commission in regard 
to the acute manpower problem brought about by the Korean War as far back 
as last September. 





At that time the Congress voted approval of a rider to a supplemental appro- 
priation bill written by Represéntative Whitten, of Mississippi. The Whitten 
rider now requires the Government to place most of its personnel actions, such 
as appointments, grade promotions, interagency transfers, and the like, on a 
temporary basis. It also sought to have nondefense agencies transfer some of 
their employees to the defense agencies. 

If the Civil Service Commission had been aware of its responsibilities and had 
acted to meet the emergency situation in Government after the Korean invasion 
by the Communists, there wouldn’t be a Whitten rider. There would have been 
no necessity for it. 

The Senate Post Office and Civil Service Committee, which has honored me 
with its chairmanship, has a definite and clear-cut responsibility to see that the 
Civil Service Commission is prepared to meet this problem—is prepared to assume 
its responsibility in directing the manpower policy of this vast Government. We 
believe that the Senate committee must assist in working out a realistic policy. 
We must see to it that every single person in the Government’s employ is in a job 
which contributes most to the defenses of our Nation, that no agency has more 
employees than it needs, that red tape and regulations that make it difficult for 
experienced employees to transfer to the defense agencies are abolished. 
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I therefore propose to appoint a special subcommittee to be composed of 
seven members of the Senate Post Office and Civil Service Committee—four 
Democrats and three Republicans—to make a detailed inquiry into civil-service 
policies, to examine the manpower needs of Federal agencir and to hammer 
out a manpower policy for the Government for the duration of the emergence) 

These are some of the problems I believe the special ibcommittee sho ild 
inquire into: 

Whether the personnel of nondefense agencies sh 1 | froze at their 
present levels in order to give defense agencies t!} - choices f the available 
workers, 

To require old-line agencies which either have or wil! be given defense duties, 
such as Commerce, Agriculture, Interior, Interstate Commer Labor, and others, 
to handle their new duties by transferring em, es from less essential w 
them. 

To give you an example of what I have in mind, we are now told that the Office 














of Economic Stabilization is hiring a large new staff to enforee a forthcoming 
order to freeze prices and wages. May I be permitted to make this ‘ 
that Eeonomie Stabilization be permitted » TNAKE ise ol ! spectio i dt 
the Wage and Hour Division to help enforce its or 
staffs of other Federal agencies. Iam certain it could be done and be bo ! 
economical and efficient 

T aft a transfer policy, free of 1 and restrictio | our 
emplovees in the nondefense agencies to transfer to d 

fo determine whether the time-consuming civil servi ( \ “ 
necessary during the emergence, 

To examine promotion and appo poli i i 
streamlined to meet emergeney conditions. 

To spotlight Government programs and activities that can b t aside for the 
du tion in order to free employees ii re ie! se work for ressing defens eeds. 

To examine he possibility and cos oO onger hour for mor 70 roy nit people 
] rder to say wpowel he costs « mate ils, And ol i ( vl 
employees W ill require 

To go into the question of annual leave to determine whether the rider adopted 
by the Kightv-first Congress to require emplovees to ta ined 


1950 calendar vear by next June 30, or else lose it, is now fea Also, adjust- 





ments in the leave system may also be considered. 

To study the policies relating to the use of civilian and militar perso el 

Why is it necessary to assign military persons to civilian positions to get the 
job done? 

‘The concept of the military and civilian roles in waging a war i vent rade 
changes during World WarIl. ‘leehnological war as contr: i to hand-to-hand 
fighting resulted in only one in seven, or even hig] , ir g¢ into 
combat areas. The trend which started in Worl sa w coneep 
of the definition as to which are civilian and which are military positio 


There are fundamental advantages in terms of cost, efficienev, stability and 
disruption of lives in having as manv individuals as possib ! he def se effor 
in civilian positions.  Ifall posit whichdid not involve actual combat or combat 
planning and training for combat were filled with civiliar the result would 
large-scale economies in both money and manpower. 


Conservatively, at least half of the positions in the National Military Estab 











lishment now filled by military reality ci) posite ihe 
average Government civilian ce itely $3,400 e direct 
and indirect cost of a soldier in uniform is estimated to be at least $5,000 per year, 
and some estimates place the cost as high as $9,000 per vear when veteran and 
other indirect. costs are included. Even if one-half of the military positions were 
d to civilian positions, it would save annually over ! on dolia ‘ 
conservative estimate, and probably the savings would be several times this 
amount. In time of national emergeney, the savings would be many, m 
times this figure. Since civilians are a more stable working force, it would res 
in widespread improvement in efficiency. This would gain added savings throug! 
reducing the number of positions required. Other types of savings would res 
from this work by using the information to operate more efficiently with resy 
to recruiting, pay, training, organizational planning, and other management 


pre cesses, 

To loo! into the policy of drafting Federal emplovees for ac ' n farv service, 
I am told there is still no over-all Government policy in t regard after all this 
time. 
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To insist that Government supervisors and officials emphasize efficiency and 
economy in the administration of their offices; to encourage and to give their 
employees the incentive to do better work; to save manpower; and to cut operat- 
ing expenses. 


To determine whether the Federal Government has adequate machinery to 
bring into Government people with the necessary know-how to do an effective 
mobilization job. 

We have all been told many times how Government supervisors build up their 
staffs in order to justify larger salaries for themselves. 


Our committee considered 
this problem some months ago. 


At that time, our able colleague, Senator Long, 
proposed that employees and supervisors alike be rewarded in cash for economies 
they initiated in their operations. The Long plan was incorporated in the bill 
that revised the Classification Act. That was 16 months ago 


I was shocked the otherSday to read an account of an address made by the 
Senator from Louisiana. In it, he pointed out that only one single award had 
been made under that provision. He esked whether those few employees were 
the only ones in Government who were interested in economy. ‘The Senate 


brought out that 40 percent of all Federal agencies have show 


no interest what- 
soever ihn Dis CCONnOMY plat 


sili. 


This situation brings to mind another major function and responsibility that 
r} tuation | to mind another major f tion and 1 bilit t 
will be placed in this subcommittee, that of keeping a careful watch on the agencies 
to see that they carry out the intentions of any congressional action taken. Some 


people have chosen to cal 


li this a watehdog committee. I like that name. It 
has been very apparent that some agency officials have on their staffs peopl 
whose sole function it is to find ways to circumvent the actions and intent of 
Congress. 

These are just a few of the problems that come to mind for the special sub- 
committee to study. There will be others. 

Our Government is the Nation’s largest employer. It must tal 


forging a manpower policy that will get the most out of every 





emplovee in these 


perilous times when the future of our great Nation is at stake. 





In the years I have had the privilege of serving on the Senate Post Office and 
Civil Service Committee I have had frequent and almost daily contact with 
Federal employees and their representatives. horoughly convineed that 
the Government people themselves will unite yr their full support 

ogra! to place them 1n }j ere ntribut more 1 Lhe 
wram and their Nation. wert iting to be led, to be 
1ad how to do it Many of them in nondefense work are impa { 
is to be of greater service to our country in her fight for our wav of lif 

detailed study that I have been able to make of this problern, | am 


the end of 1952 we wiil be able to 





’ ond 

a people of this Nation that we were LN 
conservation of manpower ) save the taxpaver many by 
getting the job done more efficiently without the necessi is of 
thousands of additional! employees. To this end we dedicate our best effort 
and with the undivided cooperation of the Congress I am confident we will be 
able to show results. 


You will find attached the bud 
letter. 
With kind regards, I am, 
Sincerely yours, 


1 


vet referred to in the first paragraph of this 


Oun D. JOHNSTON, 
Chairman, Post Office and Civil Service Committee. 
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An estimated budget submitted by the Committee on Post Office 
and Civil Service and approved by the Committee on Rules and 
Administration is as follows: 


Estimated budget to Jan. 31, 1952, for the Senate Post Office and Civil Service 
Committee 
Salaries: 
2 staff positions, annual gross salary, $10,846__ $21, 692. 00 
1 stenographer, annual gross salary, $4,762.70 1, 762. 70 
1 stenographer, annual gross salary, $3,980.59 3, 980. 59 
2 stenographers, annual gross salary, $3,632.97 7, 265. 94 
Total salaries 37, 701. 23 
Expenditure exclusive of salaries: 
teporting proceedings 2 500. 00 
Travel and per diem _ 3. 500. 00 
Office expense: 
tent 2 500. 00 
Telephone, telegraph, supplies, postage, mimeogray ilti- 


graphing, printing, and other miscellaneous item 3, 800. 00 


Total 50, 001. 2 


> 
v2 


The Committee on Rules and Administration has amended the 
resolution (S. Res. 53) in the following manner: 

On page 1, line 3, after the word “the’’, strike out the words 
“Kighty-second Congress”’ and insert in lieu thereof the words “period 
ending January 31, 1952”’. 

On page 1, line 10, after the word ‘‘date”’ insert a comma and 
words “but not later than January 1, 1952,” 


al 
tne 


O 


— 
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TIONS 


FEBRUARY 19 (legislative day, January 29), 1951.—Ordered to be printed 


rs 


“ 
Mi, Haypen, from the Committee on Rules and Administration, 
: submitted the following 


REPORT 
[To accompany S$. I 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 55) extending the time for investigation of 
problems relating to the airline industry, the United States merchant 
marine, domestic land and water transportation, and radio, telegraph, 
and telephone communications, having considered the same, report 
favorably thereon with an additional amendment and recommend 
that it be agreed to by the Senate. 

A letter from the chairman of the Committee on Interstate and 
Foreign Commerce explaining the aims and purposes of the resolution 
(S. Res. 55) is as follows: 

UNITED STATES SENATI 
COMMITTEE ON INTERSTATE AND Foret x ae oe - 


Hon. Cari Haypen, 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear CHAIRMAN Haypen: The purpose of Senate Resolution 55 is to author- 
ize the Committee on Interstate and Foreign Commerce to complete its studies 
of the transportation and communications matters which it has undertaken. The 
committee has handled its finances with great care and does not request any 
additional funds in asking for this extension. We have not run out of funds, but 
we are about to run out of time. Senate Resolution 55 extends the time to Janu- 
ary 31, 1952. 

Senate Resolution 50 of the Eighty-first Congress, agreed to April 11, 1949, 
directed the committee to make comprehensive studies and investigations of 
matters pertaining to the airline industry, the United States merchant marine, 
domestic land and water transportation, and radio, telegraph, and tele- 
phone communications. 
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The committee has made much progress. The Merchant Marine Subcommittee 
submitted a detailed report on August 30 (S. Rept. 2494). Most of its extra 
work has been completed. The Subcommittee on Domestic Land and Water 
Transportation has completed one phase of sweeping hearings comprising more 
than 1,400 pages of testimony and exhibits, and the staff is now engaged in the 
preparation of legislation on which the second phase of hearings will be held. 
Since completing its aviation hearings, the committee has been devoting its time 
and efforts to the so-called air-mail subsidy question. It now has two private 
engineering firms making field surveys and audits under the supervision and 
direction of the committee’s staff. The committee is pressing these contracting 
firms to complete their work at the earliest possible date so that legislation may 
be prepared and introduced during the present session. The Communications 
Subcommittee under Senator McFarland has been continuing its study of the 
problem of communication carriers in the international field, including conferences 
with the carriers aimed at a merger or consolidation to strengthen American 
communications in the event of war, and including a study of the current situation 
with respect to long-distance interstate telephone-toll rates and local exchange 
and intrastate rates with a view to ascertaining the desirability of enacting legis- 
lation in this field. The subcommittee also plans to continue its analysis of radio 
frequency use by Government agencies. 

The committee’s studies have been complicated and made more difficult by 
reason of the national emergency resulting from the Korean conflict, and new 
problems resulting from the national-defense effort are arising almost daily. 

At the peak of its program the committee had 19 temporary employees. There 
has been a gradual reduction in force, and there are only seven such employees at 
the present time. 

In view of the new problems which have arisen, particularly as a result of the 
international situation, additional time is necessary for the cominittee’s over-all 
studies. However, as a result of the reduction in committee personnel from 
19 employees to 7 emplovees, it is felt that additional funds will not be necessary. 

With best wishes, I am 

Sincerely yours, 
Ep. C. Jounson, Chairman. 


An estimated budget submitted by the Committee on Interstate 
and Foreign Commerce and approved by the Committee on Rules 
and Administration is as follows: 


senat Committee on Ini rstate and Fore iqn Commerce proposed budget under 
> oe 
Res. 56 


Miscellaneous expense: Reporters (cost of transcript), office supplies, 
etc ‘ it derbies that is pais te es ._ $2, 000 
Personnel (12-month basis): : 
1 lawver at $8,438 
1 research assistant at $5,197 : 
5 clerk-stenographers at $3,198 to $4,154_ - 


Total. _~ 
32, 666 


Grand total__- re ge 2 34, 666 


Unexpended balance in committee’s fund under 8. Res. 50 (as continued 
by S. Res. 308, 81st Cong.), approximately BER Sh Fae ae 34, 000 


The Committee on Rules and Administration has further amended 
the resolution (S. Res. 55) in the following manner: 

On line 6, strike out the date “January 31, 1952” and insert in lieu 
thereof the date “June 30, 1951’. 


O 
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“ss 


—_ 


Mr. Haypven, from the Committee on Rules and Administration, 
c~ a submitted the following 


REPORT 


{To accompany 8. Res. 64] 


The Committee on Rules and Administration, to whom was referr« 
the resolution (S. Res. 64) to investigate problems relating to banking 


l 


and credit legislation, small business, and economic st: sbiliaation, 
having considered the same, report favorably thereon, with an amend- 
ment in the nature of a substitute, ane recommend that the resolution, 
as amended and as amended to title, greed to. 

As explained to the Committee on Reales and Administration by the 
chairman of the Committee on Banking and Currency, it is contem- 
plated that the personnel and funds requested will be used to } 
gate three general categories of problems relating to (1 
Reserve matters, domestic banking policies and credit general 
international banking and policies of the ‘Bcsert-Teaport Bank, 
construction of housing in the present national emergency, including 
permanent and temporary defense housing. In addition, general 
authorization was requested by the Committee on Banking and Cur- 
rency to make use of some of these funds, if any could be saved by the 
practice of systematized economy, for the processing of legislation per- 
taining to small business and falling exclusively within the jurisdiction 
of the Committee on Banking and Currency. 

This committee does not recommend the dual expenditure of 
moneys from the contingent fund of the Senate for the same general 
type of investigations by more than one committee. 

Furthermore, your committee finds that the $50,000 requested 
will be barely adequate for the conduct of the proposed investigations 
which are listed in the preceding paragraph. Therefore, your com- 
mittee does not recommend approval of the general authorization to 
make use of any such special funds for the investigation of problems 
relating to small business, except in relation to the preparation of 
legislation within the exclusive jurisdiction of the Committee on 
Banking and Currency. 

It is understood that the duties to be performed under this resolu- 
tion will be assigned to subcommittees already established in the 
Committee on Banking and Currency. Your committee is advised 
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that full use will be made of existing personnel, and that additional 
funds provided in the resolution are necessary for additional personnel 
and expenses required in order to carry out the studies contemplated. 
It is pointed out that the present national emergency gives rise to 
many new problems that should be investigated promptly without 
unduly interrupting the conduct of the normal investigations and 
studies of the Committee on Banking and Currency. The necessity 
of constructing promptly permanent “and temporary defense housing 
is an example “of this type of problem. 

The Committee on Banking and Currency has furnished to the 
Committee on Rules and Administration estimated budgets of 
expenditures in connection with each of the three general categories 
of problems, which budgets are set forth below: 


Federal Reserve matters, domestic banking policies, and credit: 
Salaries _ _ ; $22, 000 
Travel expenses per diem, and witness fees 1, 000 
Telephone, telegraph, periodicals, printing, stationery, and mis- 
cellaneous 1, 000 
Reporting hearings ; me 1, 000 


Total . Se : 25, 900 


International banking and policies of the Export-Import Bank: 
Salaries 12, 000 
Travel expenses per diem, and witness fees 1, 500 
Telephone, telegraph, periodicals, printing, stationery, and mis- 


cellane ous 500 


Reporting hearings 1, 000 


Total ' ; 15, 000 


Construction of housing, permanent and temporary defense housing: 


Sa Dans 
Saiaries 


Travel expenses per die mM, 
Telephone, teleg 


cellaneous 


and witness fees 
, periodicals, 


8, 000 
1, 000 


, and mis- 


500 


Reporting hearings ; 500 


; oe ee rae ee Ane AS ede at tes 10, 000 
The amendment in a nature of a substitute is as follows: 


Resolved, That the Committee on Banking and Currency, or any duly authorized 
subcommittee there of, is authorized and directed during the period ending 
January 31, 1952, to make a full and complete study and investigation of such 
problems as it may deem proper relating to (1) Federal Reserve matters, domestic 
banking policies and tredit generally; (2) international banking and policies of the 
Ixport-Import Bank; (3) construction of housing in the present national emer- 
gency, including permanent and temporary defense housing. 

Sec. 2. For the purposes of this resolution, the committee, or any duly author- 
ized subcommittee thereof, is authorized during the sessions, recesses, and 
adjourned periods of the Eighty-second Congress, until January 31, 1952, (1) to 
make such expenditures as it deems advisable; (2) to employ upon a temporary 
basis such technical, clerical, and other assistants as it deems advisable; and 
(3), with the consent of the head of the department or agency concerned, to 
utilize the services, information, facilities, and personnel of any of the departments 
or agencies of the Government. 

Sec. 3. Expenses of the committee under this resolution, which shall not 
exceed $50,000, shall be paid from the contingent fund of the Senate upon vouchers 
approved by the chairman of the committee. 


Amend title to read: 


Resolution to investigate problems relating to domestic banking and credit; 
international banking, and defense housing. 


O 
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Mr. Jounson of Texas, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany S&. 1) 


The Committee on Armed Services, to whom was referred the bill 
(S. 1) to provide for the common defense by establishing a universal 
military training program, and for other purposes, having considered 
the same, report favorably thereon with committee amendments in the 
nature of a substitute and recommend that the bill, as amended, do 
pass. 

I. Purpose or THE Buu 


The purpose of the bill is, first, to raise immediately the manpower 
necessary to build and maintain an armed force of the size determined 
by the Joint Chiefs of Staff to be our minimum security requirement, 
and, secondly, to provide for the maintenance of an adequate force of 
trained Reserves for the future security of the United States. 


II. DEVELOPMENT OF THE BILL 


Shortly after the Korean fighting began, the Senate Armed Services 
Committee of the Eighty-first Congress initiated a series of hearings on 
S. 4062, a bill intended to inaugurate a system of universal training 
consistent with the recommendations of the Compton Commission. 
As a result of these hearings, the committee reached substantial agree- 
ment on a modification of S. 4062 which would have instituted a system 
of universal training on a stand-by basis, to become operative at such 
future time as the size of the Armed Forces on active duty and the 
character of the world situation would permit such a program to be 
undertaken. 

The President requested that the Armed Services Committee sus- 
pend action on the bill at that time because it was improbable that a 
final decision could be reached before the expiration of the Eighty- 


1 
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first"Congress. In complying with this request, the committee in- 
structed its Preparedness Subcommittee to assume the responsibility 
for further study of the subject of universal training, and be prepared 
to report to the full committee early in the Eighty-second Jongress. 

Numerous conferences and studies were held duri ing the recess period 
in an effort to lay the groundwork for a military manpower bill which 
would have the most “thorough and up-to-date coordination among 
all interested branches of the Government. These studies extended 
to persons outside the Government as well. 

Early in the Eighty-second Congress, the chairman of the Armed 
Services Committee, for himself, for the other members of the com- 
mittee, and for Senator Malone, introduced by request a bill which 
was designated as 8. 1. This bill was substantially the same as the 
bill on which the Armed Services Committee had begun hearings at 
the time of Korean crisis, and referred to above as S. 4062 

On January 10 the Preparedness Subcommittee began the first of 
what developed into a series of 37 sessions, or over 100 hours, of 
hearings devoted to an examination of the subject of the relationship 
of our national manpower potential to our national security. The 
committee feels that it is pertinent to observe that the treatment of 
the problem was thorough, impartial, and objective. 

The initial sessions of the hearings did not concern any formal legis- 
lative proposal, but were devoted to a surve y of the over-all manpower 
picture and an examination of the details of our manpower resources. 
The administration’s formal legislative proposal was presented through 
the Department of Defense at “the beginning of the second week of the 
hearings. This was introduced by the chairman of the subcommittee, 
for himself and other members of the full committee, by request, and 
it took the form of an amendment in the nature of a substitute for 
S. 1. This was in accordance with an agreement reached between 
Chairman Russell, and the national commander of the American 
Legion, and others. 

It is this bill, with modifications aimed to bring it into harmony 
with the aims of the original version of S. 1, and other changes recom- 
mended by the committee, to which this report addresses itself. 

It should be noted at this point in the report that all members 
of the Armed Services Committee are ex officio members of the Pre- 
paredness Subcommittee. The efforts of the subcommittee, through- 
out the development of this bill, were aided immeasurably by the 
advice and cooperation of the subcommittee’s ex officio members, all 
of whom from time to time sat with the subcommittee and assisted 
in the examination of witnesses and the formulation of decisions. 

It should also be noted at this point in the report that the views 
of those at whose request the original version of S. 1 was introduced 
in the Eighty-second Congress have been given detailed consideration 
by the subcommittee, and that the subcommittee is informed that 
the bill as reported meets the basic objectives which they were seeking. 


Ill. Neep ror THE Bru 


Since 1939, 10 nations have fallen under the boot of international 
communism. Three of those nations plus nine other territorial 
acquisitions have been absorbed into the Soviet Union proper. Over 
300,000 square miles of territory have been added to the Soviet Union 
in that brief span of 11 years. 
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“ighteen months ago it was announced that an atomic explosion 
had taken place in Communist Russia. 

Nine months ago North Korean Communists invaded South Korea 
and thereby precipitated a struggle into which an unprepared America 
has committed nearly all of its available combat troops. 

Four months ago the Communist hordes of Red China were un- 
leashed without warning upon American forces in Korea. 

The grim fact is that the United States is now engaged in a struggle 
for survival. The dimensions of that struggle cannot be measured. 
We do not know how long it will continue; we do not know how or 
where a decision wil be ultimately reached; we do not know what 
will be required of us. 

We do know that the balance of manpower is against us. 

The passage of time has tipped the manpower scales against us. 

In 1945 there were 193,000,000 people in the Soviet sphere. 

In 1945 there were 1,820,000,000 people in the western sphere. 

In 1950 there were 795,000,000 people in the Soviet sphere. 

In 1950 there were only 725,000,000 people in the western sphere. 

Action must be taken. 

Of these things we can be sure: Our strength is not adequate for 
the present, nor “has our strength, in past years, been adequate at the 
moment of initial need. With this knowledge, it behooves a responsi- 
ble Nation to meet immediately the clear necessities of the present 
and to prepare for the future by correcting the acknowledged errors 
of past experience. 

On January 1, 1951, there was within the continental United States 
only one fully equipped, ready division of Army troops. This is 
testimony to the inadequacy of our strength. 

No nation aspiring to preserve its security or to protect its freedoms 
can long sustain such a clearly critical deficit in its strength. There 
is no validity to the suggestion that this deficit could be corrected by 
withdrawing our troops from their tasks abroad. The effeet of such 
withdrawals would be only to increase the deficit and magnify our 
ultimate task. 

We must remember this: Whatever we might abandon would only 
be added strength for our enemy. The stronger our enemy, the 
greater our danger. We cannot, must not, knowingly contribute to 
our own peril. 

To avoid increasing our national jeopardy, it is imperative that 
we now take those necessary steps to make our strength equal to the 
peril of the hour. The first, and most essential step, is to bring our 
Armed Forces to the strength which minimum security requires. 

The Congress, recognizing the basic necessity for this step, acted 
last year to remove statutory ceilings upon the size of the Armed 
Forces. In doing this, Congress relied on the Joint Chiefs of Staff— 
our top military strategists—to exercise their grave responsibility of 
determining the security requirements of the Nation. The Joint 
Chiefs of Staff have determined that our minimum security needs, at 
the moment, require an armed force of approximately 3.5 million 
men. 

If we accept that determination, we shall be accepting the best 
strategic judgment of the men whose life work has been—and is now— 
the planning of the defense of the Republic. If we reject that deter- 
mination and deny the minimum security requirements of the Nation, 
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we would be assuming a dreadful responsibility of depriving the Nation 
of an adequate defense. 

We recognize that it is not a coveted responsibility—to say that any 
of our citizens, especially our young men, must sacrifice a portion of 
their freedom, comfort, or ae to defend this Nation. It must 
be recognized, however, that if we should withdraw from this responsi- 
bility now, we would place in jeopardy the freedoms of all of our 
citizens, and all the freedoms enjoyed in the world today. Unpleasant 
though the choices may be, we face the decision of asking temporary 
sacrifice from some of our citizens now, or of inviting the permanent 
extinction of freedom for all of our citizens. 

That is our immediate choice. 

There is another choice we must make about our future. 

Our present danger, as pointed out, cannot be defined by the 
measurements of time, effort, or even of geography. Secretary of 
Defense Marshall said, January 17, 1951, in a letter to the committee: 

We are confronted with a world situation of such gravity and such unpredict- 
ability that we must be prepared for effective action, whether the challenge comes 
with the speed of sound or is delayed for a lifetime. 

How can we meet such an indefinable challenge? We could, per- 
haps, await a moment when the shape of the challenge becomes evident 
and distinct. That moment, however, would likely be too late. The 
ultimate challenge will not materialize slowly; it will come in a blinding 
flash. We would have light with which to see that challenge, but we 
would not have the power with which to respond to it. 

The more prudent course is to pursue the teachings of history—that 
weakness attracts aggression as the rod attracts the lightning. Two 
global wars have been thrust upon us because we were weak, and our 
weakness sanctioned the aggression which ultimately embroiled us in 
war and bloodshed. 

The course of courage is to make ourselves strong, confident that 
strength may save us from war—and if not from war, certainly from 
extinction. 

The course of strength requires sacrifice. It requires us to mobilize 
our young men, to ask of them a period of active military duty, and a 
longer period of Reserve duty. It requires us to maintain, at all times, 
a reservoir of manpower strength which will have meaning in the eyes 
of our enemies, and substance in the plans of our stategists. 

This is the course least fraught with danger for our institutions and 
concepts of freedom. No democracy can long survive the burden of a 
large standing armed force. Likewise, no nation can permanently 
endure the waste of frenzied periods of mobilization and demobiliza- 
tion. Just as frequent periods of destructive illnesses ultimately 
wither the healthiest body, so would frequent periods of hasty mobili- 
zation ultimately wither our national strength. 

Maintaining an adequate Reserve—properly trained to give it mean- 
ing in terms of efféctiveness—is the best insurance freedom can have. 
This bill is expressly designed for the purpose of adding to the arsenal 
of American strength a meaningful reserve of trained, seasoned men, 
capable of instantly bearing arms. 

We believe the program in this bill can be the cornerstone of Ameri- 
can security. ; 
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IV. Tue Nation’s Manpower Poo. 


Our basic problem in marpower is this: we must, with fewer men, 
do more than our enemy does, with abundant men. 

America’s manpower pool is shallow; our enemy’s pool is deep. 
From this fact, there is no relief. We must stand or fall, succeed or 
fail, with what we have. 

Our success or failure will depend upon how efficiently we utilize 
the manpower that is available. We must appropriate our strength 
wisely between two supreme tasks: First, the maintenance of superior 
industrial production, and, second, the maintenance cf adequate mili- 
tary forces, both under arms and in reserve. 

This is a delicate task. To undertake the task intelligently, we 
must understand what strength is available in our manpower pool. 


THE CIVILIAN MANPOWER FORCE TODAY 


In December 1950 the Nation had a labor force of 64.5 million, 
which included 45.5 million men, 19 million women, and 2.2 million 
in the Armed Forces. 

Of that total labor force, 54.1 million were employed in nonagricul- 
tural occupations—an all-time high. Unemployed numbered 2.2 mil- 
lion, which is considered unusually small. 

This means, as Secretary of Labor Tobin emphasized, that we do 
not now have a reserve force of manpower. 

In measuring our potential, certain facts are pertinent. There are 
now 30.5 million children under age 10, compared with 21.2 million 
under 10 in 1940. Thus, because of the duties and responsibilities at 
home, a smaller number of women under 35 will be available for expan- 
sion of our civilian labor force. 

Likewise, the number of vouths in the age group 10 through 19 has 
declined by 2.1 million. This means a decrease in the availability of 
young workers, under military service age, for civilian occupations. 

Expansion of the civilian labor foree may depend upon recruiting 
women over 35, and those retired from the labor force. This would 
add probably 5,000,000 under conditions of all-out mobilization. 
Increasing the workweek to 48 hours would add the equivalent of 
1.5 million. 


THE MILITARY MANPOWER POOL 


At the present time, the ages of liability for induction for military 
service are 19 through 25. 

The breakdown of status within this age bracket is as follows: 
Status of selective service registrants, age 19 through 25 

The following tabulation shows the classification status of regis- 
trants in the 19-26 age group as of October 31, 1950. It is the same 
as shown on chart A, page 1228, of the hearings, and was presented 
by the Department of Defense based on statistics furnished by the 
Selective Service System. A detailed analysis of the manpower 
situation appears in the hearings, beginning on page 86, in a series of 
charts beginning on page 1228, and another series beginning on 
page 688. 
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a a a Ta i ea ee 1, 632, 249 
INN Re I ayes Eee ak Th aed Aad ee 460, 502 
Deferred as students and for occupations__.......2--.------------- 763, 062 
SRE Eos Oe SHOUTS on ailie ws cme chain one de daemons me 1, 184, 893 


i te ern AUN + Pare Skim hoe We Ve eG) Os ol tg © AEs Oss: 799, 513 


in ROTC, Reserves, and’ Nationa) Guard... 2... .<. oe cutee 182, 915 
NR So) Fn ire lis alr ee ee 2, 862, 960 
eNOS SUDTRNIIIONDG 8, ne Sie tiene oe ow 71, 062 

OEE GRID BS go co Be 7, 957, 156 


Brief analysis of foregoing classifications 

In considering this analysis, it should be borne in mind that by far 
the greater proportion of the strength of our Armed Forces is now 
being raised by voluntary enlistments. It is intended that this 


emphasis on voluntary enlistment shall be continued, so that the * 


number of men in the manpower pool who are inducted into service 
shall remain as small as possible. 

Class I-A.—The tabulation lists 1,632,000 men now classified as 
I-A. This is misleading, because not all men now classified I-A are 
actually available. Of this total, only 50 percent, or 816,000, are 
estimated as available for induction. The other 50 percent will be 
subsequently reclassified as unavailable through occupational defer- 
ments, dependency deferments, certain statutory deferments, and 
because of physical unfitness. 

Occupational deferments—The tabulation lists 763,000 deferred by 
reason of occupation, including 570,000 students. Of the nonstudent 
deferments, 129,341 are farm deferments, 63,713 industrial deferments. 

It is noted that occupational deferments for farm and industrial 
workers total 193,954, only 2.4 percent of the manpower pool. This 
low rate is not likely to continue as defense production expands. The 
committee was advised that ‘‘occupational deferments will have to 
be raised considerably in view of the new program if war plants are 
to be staffed quickly with the skilled workers they will need.”’ 

Dependency deferments.—The tabulation shows 1,184,893 deferred 
because of dependencies. If dependency deferments were totally 
removed, a maximum of about 630,000 of these men would initially 
be available for induction. The remainder, approximating 554,000, 
would be unavailable because of occupational, physical, or other 
reasons. 

The 630,000 men are divided into two classes: 290,000 are married 
men without children; 340,000 are married men with children. The 
number actually to be secured from this pool of 290,000 is drastically 
affected by the fact that inductions are for the Army only; hence 
these men cannot all be taken at once, and the number of availables 
decreases rapidly if not inducted. 

The committee was informed that if these 630,000 men were 
inducted in preference to an equal number of individuals who are 
without dependents, military payroll costs would be increased by 
more than $456,000,000 annually to cover the costs of dependency 
allotments. 


Cost for 290,000 without children at $540 per year______.------- $156, 600, 000 
Cost for 340,000 with children: 
Assume 170,000 have only 2 dependents at $744 per year_._._ 126, 480, 000 


Assume 170,000 have 3 or more dependents at $1,020 per year. 173, 400, 000 
NN aa A ee i relate be earn uns ale at $456, 480, 000 





far 
OW 
his 
the 
ice 


as 
are 
are 
be 
‘er- 


ind 


by 
ent 
its. 
rial 
his 
‘he 

to 
are 


red 
ly 
ly 
00, 
her 


ied 
‘he 
lly 
ice 
les 


ere 
are 
by 
icy 


000 


000 
900 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT 7 


This is the amount by which military payroll cost would be increased 
if all available husbands and fathers were inducted in preference to an 
equal number of younger men—presumably 18-year-olds—who are 
without dependents. 

Class IV—F, rejects —The tabulation shows 799,513 men as IV—F, 
rejected for physical or mental reasons. ‘This is 10 percent of the total 
manpower pool, but probably the number will increase as those now 
shown as class I-A are actually examined and given a final classifi- 
cation. The World War II rejection rate was 21.8 percent. Gen- 
erally, physical standards are now at World War IF levels; mental 
standards are slightly higher, partially because the services wished to 
avoid the task of educating illiterates. 

The Department of Defense’s reluctance to utilize more fylly men 
now classified [V—F is based on several factors: 

1. The Department has considered the heavy future pension burden 
on the country of taking lower standards. 

2. The low profile, mental or physical, must be so fitted into the 
military unit that he will not hamper its movement. 

3. Care must be taken that too many of the low profiles are not 
frozen within the zone of the interior (continental United States), 
making it impossible to rotate men from combat areas. 

4. The services are ‘‘ very loath to lower mental standards” because 
of the fact that the bulk of disciplinary problems come from that 
group. 

On the other hand, the argument for utilizing IV—F’s more fully 
was expressed by Dr. Karl Compton, of Massachusetts Institute of 
Technology: 


Within the group which is not eligible for military service on present standards, 


there are many who are as well qualified to perform certain essential military 
duties as are those of higher standards of fitness . . . The Seabees did a remark- 
able job but were generally outside the selective service standards .. . I feel 
that a decided improvement in manpower utilization is . . . one of the directions 
in which a major increase in the strength of our Armed Forces might be achieved. 


Veterans.—The tabulation shows 2,863,000 men deferred as veterans 
of prior military service. They are reaching age 26, and disappearing 
from the pool, at the rate of 60,000 per month. Of the 2,863,000 it 
is estimated that 245,000 had less than 12 months of service. These 
individuals are now liable for induction unless they join one of the 
Reserve components. From this 245,000, about 160,000 would be 
available for induction or call to active duty, and of this number, 
only about 40,000 would be single men without dependents. 


Status of women 

No compulsory military service for women is contemplated. How- 
ever, the services indicated that more women could be used to replace 
men if the present ceiling of 2 percent on women in the Armed Forces 
were lifted. The Air Force indicated they could use up to 10 percent 
pc the Navy and Marines could use 7 percent women “‘in time 
of war.” 


Men 26 and older 

The Selective Service System estimates that within the 26-to-30 
age bracket there are 20,000 bachelors and 40,000 husbands without 
children who are not veterans, and who would be qualified for military 
service. To secure the services of this comparatively small number it 
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would be necessary to register many million men, above present age 
limits, to secure these relatively few individuals. Also, the older the 
man, the more deeply his roots are sunk in community life, and the 
more likely his civilian activities would be of greater value than 
military service. 

Summary 


Within the present ages of military service eligibility, 19 through 
25, there are 7,957,157 men. Of this number, 1,632,000 are class 
I-A.’ From the I—A’s, however, only 50 percent will be available—a 
total of 816,000. The armed services will need to enlist or induct 
approximately 862,000 to reach and maintain the projected military 
strength of 3.5 million which the Joint Chiefs of Staff consider neces- 
sary as a minimum fighting force. 

Thus, a numerical deficit exists of 46,000 between the need and the 
men now available. 

The problem, however, is greater than merely securing 46,000 addi- 
tional men. If all I-A’s were enlisted or inducted, without expanding 
our pool of manpower, we would be confronted with the untenable 
situation of having no manpower available to sustain the size of our 
Armed Forces or to meet emergencies. 

Between October 31, 1950, and June 30, 1951, an estimated 457,000 
young men reach the age 19 and will be available for enlistment or 
induction under present practices. These 457,000 added to the 816,000 
available already provides a net of class I-A availables of 1,273,000 
young men. Subtrac ting enlistments and inductions (862,000) from 
availables (1,273,000) leaves a pool of 411,000 class I-A availables as 
of June 30, 195 L. 

During the next fiscal year (1952), 641,000 enlistments and induc- 
tions would be necessary. This would leave at the end of the fiscal 
year a pool of 469,000 young men, assuming that college deferments 
were reduced by 200,000, and assuming also that there will be no 
battle casualties hereafter. 

Using the same calculations, at the end of fiscal 1953 the pool would 
be depleted to 127,000 young men and at the end of fiscal 1954 to 181,- 
000 young men. 

In considering these figures, it must be kept in mind that if we are 
to get the men we need when we need them we must have a “safety 
margin’’—a reservoir of men numbering five to six times the average 
monthly calls. 

The reason for this “safety margin’ becomes at once apparent 
when we realize that the individuals who make up these totals are 
human beings. They move about the country, they become older, 
they are faced with many real personal problems, they require a 
reasonable time to arrange their affairs, they become ill or are injured. 
For example, out of the surplus remaining on June 30, 1951, nearly 
2,000 attained age 19 on that day, and the same number on the 
preceding day; and it takes the Selective Service System about 90 
days to process an individual registrant, from the date he becomes 
liable for induction. 

There are approximately 3,700 local selective-service boards in the 
United States. Each board receives its proportionate share of a 
national call. Thus, when a call is issued for 80,000 young men 
during 1 month, this might mean that a particular local board must 
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deliver 50 inductees. If the board had only 50 men classified I-A, 
it would be impossible to meet the call for 50 inductees because of 
the varying length of time which the men would require to clear up 
their personal affairs. 

Trying to get by with a minimum safety margin jeopardizes the 
functioning of selective service, and seriously jeopardizes the armed 
services. When men are most needed, they may be unavailable. 

As a result of the factors enumerated, in part, in the preceding para- 
graphs, the Director of Selective Service has found that there must at 
all times be in the selective-service pool a safety factor equal to 6 
times the estimated monthly rate of induction, a total of between 
500,000 and 600,000. If this safety margin is not available, the local 
boards are required to become progressively more arbitrary in effect- 
ing the induction process. 

Thus, so long as our present pool of manpower is confined to present 
standards within the 19-through-25 bracket, we will have no assurance 
that we can, through selective service, even supported as it is by the 
present highly successful enlistment programs, meet our military 
manpower requirements as they arise. 


V. EXpaNnbDING THE Minirary MANPOWER POOL 


Obviously, we can gamble on “getting by” for a few more months 
without making additional manpower eligible for military service. 
But the gamble is dangerous. Under present circumstances, it could 
be fatal. 

First, if the gamble failed—as it is very likely to do—we would not 
be able to meet the demands of the military for the manpower that is 
necessary to our defense. 

Second, the gamble is predicated upon one unlikely assumption: 
that there will be no more casualties in Korea. The weekly casualty 
lists are testimony to the insecurity of this assumption. 

Third, the gamble is ultimately doomed. Our available pool of 
manpower will be in a progressive decline through the months and 
years immediately ahead. Eventually, if not now, the manpower 
poo! must somehow be increased. 

This bill proposes a considered, prudent course, free of any unneces- 
sary gamble. To expand our pool of eligible manpower, this bill 
proposes that: 


THE DEFERMENT OF NONVETERAN HUSBANDS BE REMOVED 


The bill would eliminate the President’s authority to defer a married 
man who is not a veteran and whose only dependent is his wife. This 
would add, at the most, an estimated 290,000 men to the induction 
pool, from the 19-through-25 age brackets. This is not a recurring 
item. 


THE PERIOD OF INDUCTION AND OF RESERVE SERVICE ON ACTIVE DUTY 
TO BE 26 MONTHS 
The bill would extend the period of induction by 5 months, for a 


total of 26 months, inclusive of leave. This has the immediate equiva- 
lent effect of adding to the induction pool a number equaling approxi- 








10 UNIVERSAL MILITARY TRAINING AND SERVICE ACT 


mately 25 percent of those inducted or ordered to active duty. It 
will have no long-term effect, however, because it is to be hoped that 
in the future the induction period can be reduced, instead of staying 
constant at 26 months. 

The committee considers that it is well to point out in this general 
connection the specific manner in which present leave practices relate 
to the period of induction. Under the present law, a man accrues 
leave at the rate of 24 days per month. Consequently, in serving 26 
months he would become entitled to slightly over 2 months of leave, 
exclusive of week-end passes and sick leave, since week-end passes and 
sick leave are not charged against an indiv idual’s annual leave. Emer- 
gency furloughs, however, are chargeable against this annual leave, 
and reduce that leave whenever they are taken. 

Under present procedures a man cannot use his accumulated leave 
to actually shorten his induction period. However, the Department 
of Defense has agreed to attempt to solve this problem. The object 
of such a solution would be to provide, under uniform administrative 
military leave regulations, for the maximum feasible accumulation of 
leave, in order to provide the earliest possible return to civilian life. 


CERTAIN ENLISTMENTS TO BE EXTENDED 


The act of July 27, 1950, authorizes the President to extend all 
expiring enlistments for a period of 12 months. This authority expires 
on July 9,1951. Thus, enlistments expiring prior to July 9, 1951, may 
be extended for 1 year. This bill proposes to move the expiration date 
to July 1, 1953. This would be equivalent to adding 147,000 men to 
the armed services during the fiscal years 1953 and 1954 and would 
reduce the necessary number of inductions by that amount, but would 
have no long-term effect. 

“ven with the above additions, it will be seen that the surplus of men 
in the manpower pool is not comforting, and falls off rapidly. It 
cannot be too strongly emphasized, moreover, that the calculations 
are estimates, and are based upon the assumption that the strength 
of the Armed Forces will be maintained at slightly below 3.5 million 
men. Any worsening of the international situation whic h would 
require an increase of the Armed Forces to a figure greater than 3.5 

million would adversely affect the surplus of men in the manpower pool. 

It is therefore necessary to provide a further source of manpower, 
but one which is to be used only when and as needed. Such an amend- 
ment, aimed at expanding the manpower pools, is discussed in the 
next section of this report. 


PROVISION TO BE MADE FOR INDUCTING 18-YEAR-OLDS 


The committee believes that it is now necessary to make 18-year- 
old men eligible for military service, and for induction for universal 
military training when periods of service are no lenger required. 

The committee believes, however, that men of this age should 
actually be inducted for service only when and as they are needed. 

This bill therefore provides that 18-year-olds shall be made eligiblo 
for induction, but that they shall not be taken for service by a local 
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board until all men in the 19-through-25 age bracket found by the 
local board to be available have been inducted. In other words, the 
18-year -olds would be taken after—and only after—-the I—A’s in the 
19-25 age bracket had been inducted, after the [V—F’s in that bracket 
capable of limited service had been inducted, and after the childless 
husbands in that bracket had been inducted. 

American tradition and American experience are studded with 
the deeds of 18-year-olds in all our past wars. In our Colonial period, 
the minimum age limit reached 16. In the War of the Revolution, 
16 was the minimum conscription age. George Washington advocated 
registration for all men between 18 and 50 for service in the militia; 
this became law in 1782 and the militia was used in the War of 1812. 
It is estimated that 305,000 18-vear-olds served on the Union side in 
the War Between the States. In the Confederacy, men between 17 
and 50 were conscripted. 

During World War I, 75,000 18-year-olds saw service. During 
World War II, the draft law was extended to 18 -year-olds in November 
1942, and a total of a million and thr ee-quarters were inducted. Six- 
teen thousand 18-year-old Americans fought in the Battle of the Bulge. 

From our experience, we have learned that 18-year-old men make 
excellent soldiers—they have stamina, resource ‘fulness, and adapta- 
bility. Furthermore, there is no basic dividing line on physical de- 
velopment or emotional maturity between men 18 years old and those 
19 years old. 

It is important to consider that the calling of the young man who is 
18 years old imposes a minimum impact upon his life, and the life ef 
his community. While the median age of high-school graduates x 
slightly over 18, the median age of college entrants is under 18. This 
apparent inconsistenc y is due to the fact that the younger high-school 
graduates go on to college in larger numbers. There is no arbitrary 
age which fits every individual case, either for the boy who continues 
his studies or the boy who goes to work; but age 18 appears to actus ally 
be better as far as the interruption of studies or work c rareers is con- 
cerned. The average age of high-school graduation is 17%. Inductine 
young men a short time thereafter imposes the least fone ion on both 
their schooling and their working careers. 

During the committee hearings, Secretary of Labor Tobin pointed 
out: 

Since we. require a training program, 18 would be best from the youngster’s 
point of view. The boy graduating from high school at 1744 and not subject 
to draft until 19, is likely to find his employment opportunities are limited to 
casual or blind-alley jobs. 

Of the impact upon education, President Bronk, of Johns Hopkins 
University, testified: 

I believe that 18 is the most satisfactory period for the man and for the Nation. 
I think that service after completion of university training or after the development 
of a skill would affect our economy and disrupt the normal development of family 
life. 

The committee feels that lowering the induction age to 18 is entirely 
justifiable, on the basis of our national experience and ordinary com- 
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mon sense and justice. However, we strongly feel that the drafting 
of 18-year-olds should not relieve any men in the 19-through-25 group 
from military duty. That is the reason we have specified that the 
18-year-old will be taken by the local board only after the supply of 
older men is exhausted. 

The fact that 18-year-olds are to be taken after older groups applies 
only to individual local selective-service boards. Thus, some local 
boards may be calling 18-year-olds, while other boards are still filling 
calls with older men. It would be unworkable to require that all men, 
19 through 25, be taken on a Nation-wide basis before 18-year-olds 
anywhere could be inducted. This might produce a situation in which 
one or two States would be supplying the total national draft quotas 
from older men, while the remaining States would be unable to con- 
tribute to the national quotas. 

It must be kept in mind that the only dependable alternative to 
the lowered induction age would be to induct veterans within the 19- 
through-25 age bracket. This is the only group, presently ineligible, 
which contains sufficient numbers to contribute materially to the relief 
of our military manpower shortage. Calling men from the veterans 
group would mean calling again some men who themselves were 
drafted during World War II] at age 18; it might mean calling some 
such men who had served 4 years or longer, often in combat; it might 
mean calling men who had spent time in prison camps. Faced with 
this choice, the committee believes that justice makes it highly 
preferable, if not imperative, that the 18-year-olds be asked to stand 
ready to give now what the veterans have already given in service to 
their country. 

The bill requires that men inducted at age 18 shall not be sent 
into combat or overseas with less than 4 months’ training,the period 
which the military deems adequate and essential for proper basic 
training and seasoning. 

If it should become necessary to reinforce the 19-26 age group by 
induction of 18-year-olds, the bill provides that the available older 
persons among this group, in the jurisdiction of a particular local 
board, must be inducted first. A local board could not induct a man 
18 years and 6 months old before it exhausts the supply of available 
18-year-olds above the age of 18 years and 9 months. The older go 
first; the younger go later. 

Another factor dealing with the induction of 18-year-olds is related 
to the program for universal training, which will begin at such time 
as it is no Cie necessary to induct persons for service. 

A great deal of testimony is available on the question of whether 
18 is the best age for the individual to undertake his period of mili- 
tary training. The Compton Commission explored this question in 
great detail, and concluded that it was. The Preparedness Subcom- 
mittee also explored this question in great detail, taking advantage of 
the advice and experience of many prominent educators. The opin- 
ions expressed during this independent examination of the question 
by the subcommittee overwhelmingly supported the views of the 
Compton Commission. The committee, therefore, recommends that 
the induction age which shall govern the selection of trainees for their 
initial basic training when the military-training program takes effect 
should be 18 years. 
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The committee considered the possibility of setting the age of induc- 
tion at the age of 18}; rather than at 18. After studying the problem 
it was determined by the committee that the placing of the age of 
induction at 18% would be unwise. 

The reasons are as follows: 

(1) The requirement in this bill that the induction of young men 
below the age of 19 for service shall be closely geared to relative ages, 
makes it unnecessary that the 18}-year provision be written into the 
bill. 

2) If a young man wishes to meet the requirements of school 
enrollment or employment opportunity to his best advantage, he 
may wish to avail himself of an opportunity to volunteer for induction 
at the age of 18, rather than 6 months later. 

(3) Such a provision would make the universal-military-training pro- 
gram extremely difficult because it would so greatly shorten the period 
in which individuals would be liable to bei in their training, and 
greatly increase the requirement for facilities. Also, all trainees 
would be delayed at least 6 months in completing their training 

(4) In case of a serious emergency, it might well be imperative to 
have the services of many who are below 18 on very short notice— 
and such an emergency would find them completely untrained. 


SUMMARY OF ARGUMENTS FOR AND AGAINST LOWERED INDUCTION AGE 


The arguments listed below concern themselves with the age issue 
which emerged during the Preparedness Subcommittee hearings. 

Included are not only the contentions advanced by the witnesses 
who appeared, but also those presented by individuals and organiza- 
tions who requested that their material be inserted in the record. 
There may be arguments other than those presented, but this study 
summarizes only those which appear in the record. 

Not all arguments presented as opposing the Department of Defense 
proposals are directly in conflict with those proposals. Any time a 
variation of the proposals was presented, it was placed in the opposing 
column. 

It will be noted that some witnesses are listed as both ‘For’ and 
“Against” the same measure. This is due to the fact that occasionally 
a witness would either point out arguments on the other side or would 
present evidence which could be interpreted as being a variation of the 
Department’s proposals. All such arguments have been included for 
the purpose of securing a more balanced picture. Also, it should be 
carefully noted that not all of these extracts are in their full context. 
Every effort was made by the staff to present an accurate summary, 
and the committee hopes that no inaccuracies have crept in due to 
the need for condensing the wealth of material into the briefest 
possible space. Not all of the material is in the nature of direct 
quotes. Krequently remarks from different parts of the record have 
been combined into one statement. Occasionally, in answer to a long 
question, a witness would say “Yes” or ‘‘No,” or “I agree.”’ In these 
instances the content of the question has been attributed to the 
witness. Care has been taken to see that no witness is quoted out of 
context to secure a meaning other than the one intended. 





S. Rept. 117, 82-1 
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DEFENSE DEPARTMENT PROPOSALS ON UMTS LOWERED 
INDUCTION AGE 


TESTIMONY FAVORING 
A. REPRESENTATIVES OF THE ADMINISTRATION 


1. Hon. George C. Marshall, Secretary of Defense 

(a) We would be operating too closely to the danger line if we had to satisfy 
our present military manpower ceiling of 3.5 million men with no changes in the 
present selective-service law, other than a 27-month period of service and a 
l-year extension of enlistments. 

(b) Because it is the best way to meet our immediate need for an enlarged com- 
bat force and, at the same time, provide an enduring base for our military strength, 
I know of no other that will give us so much protection at a cost in men and money 
that is within the capacity of our economy to bear. ... It makes it possible 
to get the trained manpower and to build the balance of a military structure at a 
minimum of cost. It is at once the most effective, the most economical, and the 
most democratic way to safeguard our Nation. 

(c) It would . . . be possible to call up husbands and fathers among the 
nonveteran group between the ages of 19 and 26, but the social damage .. . 
would be . . . greater than that .. . in calling 18-year-olds ; 

(d) . . . broadening the liability . . . to take in 18-year-olds . . . will make 
it easier for us to build our military strength to the required levels with minimum 
disruption of the industrial, agricultural, scientific and educational resources : 

(e) Men of 18, 19, 20, make our finest soldiers ...this physical superiority 
often determines the issue in heavy and prolonged fighting.... Experience in 
both World Wars has shown that men of 18 are among our bravest and best 
fighters. ... 


(f) ...no youth under the age of 19 could be sent overseas with less than 4 
months of training . . . it is our strong fear that . . . a specific prohibition against 


sending men out of the United States before their nineteenth birthday would 
cripple the services in meeting a sudden .. . action. 
2. General of the Army Dwight D. Eisenhower 

(a) Every single generation of Americans, tragic as it may be, has had to go to 
war, and mostly we have sent them to war without one blankety-blank item of 
training. It has been a crime. There are more Americans occupying graves 
overseas because they were not trained than I think for almost any other reason; 
not trained to take care of themselves, not trained to know what to do in combat, 
so when it comes to this one crisis that comes to every generation, we suddenly 
say, “Oh, let’s don’t train the boy for that. Let’s decide whether or not he ought 
to be trained.” It is the most important thing that ever happened to him. We 
have got to train him . . . he deserves it, entirely aside from the Government’s, 
the country’s, requirement. 

(b) I firmly believe in the principle of universal military service at this critical 


stage in our affairs. ... As a soldier it matters little to me at what specific age 
you take the men. The young man is a good soldier. 
(c) As a college president, we studied this problem . . . and came to the con- 


clusion that 18 was the least harmful to the man in terms of interruption of 
educational process or in his industrial employment in case he is going no further 
in school, 

(d) (On the question of the mental deferments) . .. you do finally strike a 
level below which you are just wasting your time. .. . 

(e) The National Guard needs trained men. The source for National Guard 
men should be after the man has had his training and not before he goes into it. 

(f) (Speaking of alien troops.) Remember this, none of this we are talking 
about should be as a substitution for meeting our own duties, performing our own 
obligations . . . When Rome tried to solve its problems by going out and 
hiring mercenaries outside, it fell. 

(g) I do not believe it is disturbing (for a 17-year-old to register) as long as 
they know what is going to happen to them. 

(h) . . . in Africa, I conducted a Gallup poll and found that instead of beer, 
they wanted Coca-Cola. ... 


3. General of the Army Omar N. Bradley, Chairman, Joint Chiefs of Siaff 


(a) .. . if a full mobilization is called for, we must have an effective military 
manpower program worked out in advance. . . . We are face to face with a long- 
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range struggle—a struggle in which the enemy will use all means . . . to bring 
about our capitulation. This long-range struggle is a struggle for survival of 
our Nation. ... 

(b) (Speaking of the 3,462,000 goal of the armed services.) I think you are 
going to have to maintain at least that strength for some time to come. 

(c) . . . it would interfere much less with their education and their getting 
established in their lifetime careers, if they could start their service sometime 
around 18 years old ... a man 18 years old is less apt to have family obliga- 
Ons,’ 2s 

(d) . . . the man who goes to school after his service is going to get more out 
of it than he would otherwise. 

(e) . . . all the youngsters around 18 to 20 years old are very fine soldiers. 
They can stand more hardships than an older man. 

(f) ... they (18-year-olds) are subject to no more temptations or no more 
apt to be diverted from a straight life than they would out of service . . . aman’s 
character is very largely molded long before he is 18. If he has been brought 
up in the proper environment in the home he is pretty well set . . . before he 
is 18. ... Idonot think . . . that 18-year-olds would be any more susceptible 
to being tempted than a 19- or 20-year-old . . . when you take him into service, 
you do not take him away from the church. We have chaplains. Everybody 
in the service is not in there just to corrupt him. . . . When a man becomes 18 
and goes into service, that does not mean that he would have stayed at home 
otherwise. 

(g) (Overseas duty for 18-year-olds) ... any time you have to line a unit 
up and take out any considerable percentage of it and put in new men... you 
have spoiled your teamwork . . . Spoiled the value of your unit training . . . and 
you lower the efficiency of the unit. . . . it may result in greater losses and 
possible set-backs. . . 

(hk) A man who cannot meet the mental qualifications becomes a liability 
in the service . . . Somebody has to look after him . . . if you try to take him 
into combat he does not last long... . 


4. Maj. Gen. Lewis B. Hershey, Director, Selective Service 


(a) . . . I believe it to be the best act we can hope for at the present time, 
and I have tried to point out that it is not only for now, but it is an act looking 
forward to a future, and not an emergency shot in the arm for the present. 

(b) . . . the tax upon the time of the citizen for service with the Armed 
Forces should occur at the earliest practicable time. This is to the advantage of 
the Government and for the citizen as well. The youth has more of the qualities 
required for service in the Armed Forces than any other age. The responsibilities 
of family are generally nonexistent, skills have not been acquired, nor has pro- 
fessional or scientific competence been achieved. 

(c) (I recommend) That the present pool of single nonveterans, nonfathers, 
19-25, be augmented by the extension of liability to those who have reached the 
eighteenth year. If necessary to go beyond that, the following priority should 
govern: Nonfathers, nonveterans, 18-25, inclusive. 

(d) (The Defense Department) made all assumptions favorably and I think 
they are dangerous. 

(e) (If the number in the Army were increased beyond the limits that are con- 
templated at present, it would necessitate increasing that term to live on income) 
because you have borrowed this year by increasing for 1 year every contract, 
which is an emergency measure. 

(f) (As a safety margin) I would like to have six times the number of people 
they are going to call in every month. (That would be 480,000.) 

(g) . . . if you ever go, as we went ares the war at times when I had calls 
for 300, 000 and 400,000, then I have got to get a million in the pool .... one 
of the things I watch is the fall of my I-A’s, and I have lost about a half-million 
out of that pool since July. . . . You can see what would happen if in my I-A 
IT have got two or three hundred thousand postponed students that I should defer 
(until) next June. . . . My pool suddenly collapses. 

(hk) You are forced inevitably to take 18-year-olds, or to take veterans, because 
the nonfathers who are not veterans are so small that they will not make more 
than 1 month’s call. ; 

(7) There are 2,700,000 veterans under 26. They are disappearing at the rate 
of 60,000 a month. The next year and the year after, the veteran problem is 
not going to be much of a problem because it is disappearing. 
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. . . whenever you reach the 3,462,000, the figures show, assuming a safety 
factor of 400,000 that you actually have a deficit of 126,000, . . . and when you 
add the additional safety factor of 80,000 that you require, you are 206,000 short. 

(k) The quatities required for service under varied conditions are found to a 
greater extent in the late teens and the early and middle twenties than any other 
age. . . . Acceptability decreases with age and with accelerated rapidity once 
the late twenties have been passed. 

(lt) The numbers with dependents tend to increase as age increases. 

(m) Occupations and professions possessed by individuals are important in 
any analysis of manpower. They are found infrequently among the late teens 


and early twentics. They are found in ever-increasing numbers as the age 
increases. 
(n) . .. graduation age from high school, on the average, is 17 years and 


6 months—therefore this is a normal break period. 

(0) Temporary or short-lived programs for the training of manpower cannot 
be applied with fairness and justice. It is impossible to institute a plan which 
would permit of deferments for the purpose of education unless there is assurance 
that the plan will be continued long enough for those receiving deferments also 
to meet their service obligations, otherwise a deferment becomes a means of 
evading service. . 


(p) ... the numbers that are being inducted from the 18-year-olds would 
indicate that the great majority would certainly come in the next year or two 
from those who were in the last several months of it . . . the application of our 


present regulations (would permit you to take boys 18 years and 11 months, get 
all of them, and then take 18 years and 10 months, etc.) . . . Iam going to plead 
guilty to 3 or 4 months’ variation but not quite 9. 
(q) . . . 1 would be very careful of restrictions on the policeman who was in 
front of my door on what he could do and what he could not do to protect me. 
Any government which allows its citizens to do voluntarily that which 
the y will not compel the rest of the citizens to do, had better not talk too much 
about being fair and just. 


&. Admiral Forrest Sherman, Chief of Naval Operations 

(a) . . . unless international conditions improve we may well have to set a new 
target as we approach this target (of 3,462,000). 

(6) We concur in the principles and the details of the plan as it has been 
presented here. ... 1... share responsibility for recommending to you a long- 
range plan for the mobilization of the manpower of the country in a manner 
which will meet the needs of all the fighting services in time of peace, in a limited 
emergency, and in a full-out general war. . The plan... is ; .. soundly 
conceived and will previde for building forces needed now and will eventually 
provide the services with badly needed reserves of trained people. 

(c) I have been in contact with 17- and 18-year-old sailors for a considerable 
number of years. . . . There is no sharp cut-off point in the characteristics of the 
18- and the 19-year-olds. . . . I would challenge most people to tell which ones 
are which. 

(d) It would indeed be unfortunate if when we ordered the fleet to sea at the 
outbreak of hostilities, we had to weed out of it every man who was under 19. 


6. Gen. J. Lawton Collins, Chief of Staff of the United States Army 


(a) I am thoroughly in accord with the legislation which is under consideration 
before your committee and with the principles that are involved in that legis- 
lation. 

(b) I do not regard it (3,462,000) as an ultimate figure if the world situation 
stays in its current state or worsens. 

(c) We are now making use of men who are not fully physically fit . . . and are 
prepared to extend that even further. 

(d) We are very loath to lower mental standards because . . . (men with 
lowered) standards are a pain in the neck all along the line and instead of being 
an asset are a hindrance because somebody has always to be taking care of them. 

(e) . . . the soundest all-around solution is to initiate the selection of 18-year- 
olds now . . . an additional factor is that it wouid interfere with his schooling 
and his ultimate future less if he were taken at this particular time rather than to 
take him later on after he had married and had acquired a family. 

(f) Looe youngsters of 18 and 19 years of age . . . make excellent soldiers. 

(g) I do not believe (that there is any more likelihood of average boy 18 or 19 
years old becoming addicted to the use of intoxicating beverages if he is in the 
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Army than if he remains at home or college). . . | the corner poolroom is . 
far more dangerous than any Army post I have ever lived on. 

(kh)... If, . . . just before a unit sailed, we had to take out all men who were 
18 years old, we woud wreck the teamwork of our small units. 

7. Gen. Hoyt S. Vandenberg, Chief of Staff, United States Air Force 

(a) . . . the Air Force strongly endorses and supports the program presented 
to you by the Department of Defense. . . . It will provide us, as well as the other 
services, with a dependable, enduring, and flexible system, which will insure a 
continuing capability of meeting our manpower requirements—both in the active 
Air Force and in our Reserve components. 

(b) . . . all of our increased number of combat units will be attained through 
the ordering to duty of Air National Guard and Air Reserve units . . . this will 
not be enough. ... It will be necessary to order to duty approximately 60,000 
personnel from the Volunteer Reserve. . . 

(c) (The Reserves) are composed to a great degree of men who have been in 
the last war. 

(ad) (Many of) our Reserve units are fighter units, and they reach an age very 
rapidly where a man is too old to utilize his skill . . . the age limit of some of 
our Reserve units, especially those of the National Guard, is getting almost to 
the limit of where we can be really effective. 

8. Hon, Anna M. Rosenberg, Assistant. Secretary of Defense 

(a) General: (The present program or other programs to expand the Armed 
Forces) would be more costly, ... more disruptive of family, . . . educa- 
tional, . . . industrial life, and would fail to supply equally dependable safe- 
guards for the United States in the years to come. 

(b) Need: 

(1) The figure of 3,462,205 must be met by June 1951 or as early as possible, 

(2) It is going to take everything we have, including the 18-year-olds, to give 
us what we need to get a 4,000,000 Armed Force strength 

(3) (If we have to go to 4.5 million) you take 2.5 million veterans. .. . (If 
you took the 18-year-olds and the 19-year-olds, giving us 4,000,000, we would 
have to take half a million from the veteran group . . .) 

(4) We are not figuring in this at all letting any reserve go sooner than the full 
legal date. 

(5) The maximum probable estimate of those who might be subject to service 
and training through the rehabilitation program is about 20,009 ... 

(6) . . . in these 100,000 or 150,000 (physically unfit), . . . (many) are so 
physically handicapped that community living of any kind, travel of any kind, 
the hours required in a Federal service of any kind, would be dangerous to their 
life. 

(7) . . . our physical standards today are down to World War II. 

(8) . . . in the National Guard and Reserve units, we do not know how many, 
on physical examination, ...on acquired dependency, or on an acquired 
occupational deferment, might fall out. . 

(9) In 1952 we make no allowance at all for (casualties.) 

(10) . . . one-third of the men discharged with less than 12 months of service 
were given medical discharges . . . many men discharged with a limited period 
of service were found to be mentally, morally, or psychologically unsuited for 
military service. ... Very few veterans with less than 6 months of service 
would qualify for military service under current standards ... a maximum 
of 160,000 veterans under 26 years of age with less than 12 months of service 
would be available for induction. . .. Of these ... about 40,000 would be 
single men without dependents (and) three-fourths would be fathers and men with 
dependents other than children. 

(11) A low industrial deferment rate will not be satisfactory when impact of 
contracts hits industry ... because . . . of more technical equipment we will 
have to defer more skilled men. 

(12) . . . we are certain that as we require more in farm production it will mean 
they will need more industrial equipment, more parts, and also deferments for 
more skilled men who can operate the machines. 

(13) ... If we are to have a long-term production and a long-term sustaining 
economy, . . . we must give more deferments to students. 

(14) (This is) the height of optimism . . . makes allowances for enlistments 
and reenlistments at same rate that we were getting men when we had no 
Korea . . . makes allowances for men to enlist with permission of parents. 
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(c) Social and economic advantages of taking 18-year-olds: 

(1) (The proposed program will permit) a larger number of deferments than 
otherwise possible in the present selective service pool of men between 19 and 
26, and thus would give industry and agriculture continued access to engineers, 
technicians, and skilled laborers. . . . It (will help) maintain a stable educational 
system and our preeminence in scientific and technical knowledge. 

(2) The need of industry and agriculture for engineers and technicians would 
be met by our ability to maintain a larger number of occupational deferments in 
the 19- to 26-vear group. 

(3) By taking these 18-year-old men it would reduce the draft call for your 
upper classmen in colleges . .. assisting to keep the small colleges open and 
letting men finish their education . . . student deferments are as high as 570,000 
or 600,000. . . . If we do not take 18-vear-old ones we must ask General Hershey 
to squeeze that deferment down 200,000. 

(4) It is... apparent that a draft of husbands and fathers would be much 
more destructive in its family and community eonsequences than the calling of 
18-year-olds. ... 

(5) . . . the domestic, financial, and emotional shock to the young man of 18 is 
far less acute to all concerned than uprooting of an older family man. The 
Same ... is true of the impact on business, science, education, and life of the 
community generally. 

(6) . . . this is without translating into dollars and cents the great loss to our 
industries and farms and to the purchasing power of families that would be involved 
in calling up married men. 

(7) . . . the total (cost of calling up) 630,000 young men in both married 
groups (is) . . . $979,000,000 fora vear. . . . (The cost for) an equivalent 
number of 18-year-olds . . . would come to $466,000,000 a year... the 
difference . . . would be $513,000,000 . . . one would be more costly in dollars 
and cents besides being more costly in social values. 

(8) . . . the time when it is best to take a voung man, if vou must take him out 
of his educational, his civilian, his working life and his community life, is at the 
age of 18 


(9) . . . if a boy is in high school. . . and has not finished, he can finish 
his high school . . . if he is (in) college, he can finish that year of college. ... 
(10). . . educators. . . have come to the conclusion. . . that 18 years 


of age is the best time of a man’s life to take him. 

(11) 18-year-olds would be less likely to possess essential skills in industries and 
farming. 

(12) If we say that we are going to take the boy at 18%, he has a 6-month 
period during which he does not want to go to school. It will be difficult for him 


to get a job. . . 18 is the age when boys have the least family ties as far as 
wives and children are concerned. . . Social and emotional impact at 18 is 
much less than at older ages. ... W e have followed the thinking of the best 


educators and psychologists, psychiatrists. 

(d) History of 18-vear-olds: 

(1) During the colonial period, military duty was required between ages of 16 
and 50. 

(2) During the Revolutionary War . . . many men under 19 ably served their 
country. In 1782 the Congress provided for national defense by requiring that 
all who are or shall be of age of 18 years, should be enrolled in the militia. 

(3) During the War of 1812, men under 19 fought in both the Regular Army 
and the militia. 

(4) In the Mexican War, many soldiers were under 19. 

(5) In the Civil War, about 305,000 18-year-olds saw service with the Union 
forces . . . Confederate forces were raised by .. . draft of men between ages of 
18 and 35. . . . In 1864, the lower and upper age limits were 17 and 50. 

(6) The Spanish-American War included many men who were under 19 years 
of age. 

(7) World WarI. In 1918 the President signed an act for liability for military 
service of “all male citizens and aliens between the ages of IS and 45... 

(8) World War II. Shortly after the Pear! Harbor attack, the registration age 
was reduced to 18 years. . . . The maximum number of 18-year-olds on active 
duty at any one time was about 643,000. 

(e) 18-year-olds in other nations: 

The following countries conscript men at 18 or below: 

Chinese Communists, age 16; Chinese Nationalists, age 18; Egypt, age 18; 
Greece, age 18; Iran, age 18; the Netherlands, age 18; New Zealand, age 18; 
United Kingdom, age 18. 
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(f) Call of 18-year-olds: 

(1) During 4 months of training, no man will be allowed to leave the continental 
United States. 

(2) The (Armed Forces) feel that they will be able to absorb about 450,000 
18-year-olds for service and training in the first year... . This would leave 
many thousands of 18-year-olds who could not be ealled up in the first year. 

(3) We have agreed with General Hershey that the first men who would be 
called up would be those 18 years and 11 months. . . . We would not go down 
below 18 years. . . . We at no time feel that in that phasing-in we would take in 
a man less than 18 years and 6 months. 


9. John G. Adams, Assistant General Counsel, Defense Department 

(a) The figure of 3.4 million plus will show an actual deficit of men in fiscal 
1951, unless we make administrative changes or unless we ask you to make changes 
in the existing law, or unless the age limit is lowered. 


(b) The figure 3.2 millions at the end of this fiscal year will leave us 100,000 
men net in the pool available for induction. If the figure went up to 3.3 million, 
we would be even; 3.4 million, we would be a hundred-thousand short Each 


hundred thousand men above 3.2 millions will reduce the availables at the end of the 
year. 

(c) ... On June 30, the total Armed Forces will be 3,325,000. We have 
available 1.2 million, and take in 862,000, and have a surplus of 411,000. 
General Hershey considers a figure of 400,000 to be a logical and adequate safety 
margin which he should have available as class I-A availables, while inductions 
are scaled at rate of 80,000 a month. ... At the end of this fiscal year, there 
will be 411,000 or a total of 11,000 over and above the Selective Service System’s 
safety margin. If vou go to the approved force in being of 3,462,000, you will 
be short 126,000 men. 

(d) During 1952 fiscal year, adding to the pool the young men who come of age 
19, adding also the 200,000 college students, there would be a total of 699,000 
young men available for induction... . Will induct 641,000 under present 
plans. ‘There was a 411,000 surplus, based upon our present planning, not taking 
into consideration the 126,000 lost, so not considering that we meet the force of 
3,462,000, as now planned, there would be a surplus of 469,000 on board. 

(e) When those 1,632,249 present I—-A’s are called, a substantial proportion of 
them appear with new deferment authority. Many have married and entered 
school, many have or had physical reason. . . . Of all the I-A’s called, and dis- 
tinguished from all of the group, approximately 50 percent are rejected or are 
reciassified. . . . Selective Service System estimate is that 50 percent will be avail- 
able for induction under existing standards, or $16,000 voung men is final end. 

(f) Out of the 8,000,000 between the age of 19 and 26, vou will get 816,000; 
out of 1,052,000 18’s vou will get 684,000. . . . Induction practices during World 
War II indicate we would get 61.4 percent of those young men (i.e., 18-vear-olds 
based upon class [V—F rejects for physical and mental reasons of 21.8 percent... . 

(g) Subsequent to October 31, between then and June 1, or July 1, there will 
be a total of 354,000 individuals in organized, unorganized, units of the Reserve, 
and the National Guard, including Army, Navy, and Air Force, called to duty. ... 

(hk) Present induction practices, particularly physical, are identical with World 
War IT. 


(7) General Hershey feels he needs a 4-month-lead-time over and above the 
: 


’ 


monthly calls he gets . . . the minimum he could have was 4 to 5 months and 
he feels that 400,000 (5 months) was the best minimum. ... During World 
War II they felt they should have as high as 6 to 8 months. . . There are 3,700 
local boards throughout the country . . . 400,000 gives less than 100 persons per 
local board. 

(7) Indication has been made that additional request for 50,000 above the 3.2 
million is going to be made by the military services to replace battle casualties. 

(k) Based upon the present law, 21 months for the young men who are inducted 
at the beginning of fiscal year 1952, under present law 103,000 are ready for 
separation from the service, having served 21 months , 

(/) During the fiscal year subsequent to today, we will have terminating not 
only the enlistments which should terminate but those enlistments which were 
extended, meaning there is double the number of enlistments terminating under 
present law during fiscal year 1952. ... Those enlistments which terminate 
amount to 730,000 young men, over half of your regular force. 

(m) Of the 1,500,000 who are enlistments, 314,000 are the career-soldier type 
who will offer to reenlist, but 418,000 are made up of men whose enlistments 
ordinarily terminate. 
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(n) 872,000 people, by statute, are authorized to leave the military service 
next year whom we do not expect to reenlist. 872,000, plus 314,000 entitled to go, 
and we expect 872,000 to go—the 21-month inductees, term expired; National 
Guard men who have served 21 months; and men whose enlistment expire. 


10. Hon. Maurice J. Tobin, Secretary of Labor 


(a) A number of far-reaching changes in the size and composition of the United 
States population have occurred in the past decade. These changes have affected 
unfavorably the availability of manpower for building up the Armed Forces and 
expanding the labor force. 

(b) . . . additions to the population of military and working age during the 
next several years will be substantially smaller than in the corresponding period 
of the past decade, since the age group 10-19 decreased by over 2 million as a 
result of the low birth rates in the 1930’s . . . our phenomenal population growth 
over the decade has brought less than commensurate gains to the age groups upon 
which the Armed Forces and the civilian labor force make their immediate major 
demands. 


(c) . . . we are not going to have as many young men arriving at the age of 18 
until 1959 as we did successively during the period of 1940 to 1945 . . . two-fifths 


of the men employed in critical occupations are between the ages of 19 and 35; 

this group, however, constitutes only about 4 percent of all men in that group 
. . the indiscriminate withdrawal of skilled and professional workers into the 

Armed Forces could create havoc with our defense production program. . . . 

(d) . . . you would probably have 1 in 50 with a critical skill under the age of 
26, and most of those would be close to 26 . . . there would be none at the age of 
18. . . . In age groups 18 to 26 it is about 2 percent of the total. 

(e) In the 18-to-19-year-old group I do not think in the whole country, you 
would have one that would appear on the critical list. 

(f) . . . if we got into serious trouble, vour occupational deferments will be 
greatly increased especially if we were to go above the 26-year-old level. 

(g) (Chart) There were approximately 200 apprentices in critical occupations 
under 19 years of age, as of October 1950. 

(hk) . . . & program which inducts young men for training and service at age 
18, at the point when they have had an opportunity to complete secondary school 
but before they have established themselves in a civilian occupation, would 
clearly have a smaller impact on the civilian economy than the current 19-26- 
year-old draft. . . . Under the present selective service law, the typical young 
man who graduates from high school at age 18 but is not subject to the draft 
until age 19 is likely to find that his employment opportunities are limited to 
casual or blind-alley jobs, since few employers would be inclined to initiate 
extended training of young men for such short periods of employment. De- 
pendency problems are also minimized since only a very small proportion of men— 
about 1 percent—are married before 18. 


11. Edward J. Overby, Assistant to the Secretary, Department of Agriculture 


(a) This Department concurs in the policy of the proposed program for uni- 
versal military training and service and the change in age limits. . . . I think it 
is true also for the young man who is helping his father on a farm (i. e., that 18 
is best age). 

(b) . . . even though a farm-reared boy in the 18- or 19-year group may already 
possess substantial farm skill, the men in the higher age groups liabie for military 
service possess even greater farm skills. . . . The proposal for broadening the age 
group liable for se1 vice will provide a larger poo! from which to draw men for the 
armed services. By the enlargement of the available pool in this manner, it 
should be possible to obtain a given size military force with less adverse effect 
on farm production. This is extremely important from the viewpoint of agri- 
culture in this period immediately ahead when expansion of the Armed Forces 
and expansion of agricultural production are both required. 


12. Dr. Charles A. Thomas, chairman, Scientific Manpower Advisory Committee, 
Nattonal Security Resources Board 


(a) a. (The committee) endorses the basic principle of 4 months of basic 
training and 23 more months of military service for all 18-year-olds. : 

(b) . . . the industrial potential of this country is being weakened on a day- 
by-day basis as reservists occupying critical scientific and engineering positions 
are drawn to active military duty. 
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B. SENATORS 


18. Hon. Henry Cabot Lodge, Jr., United States Senator from Massachusetts 


... I do not think 3,400,000 is too high. Any study I can make of what 
the demands are going to be leads me to the conclusion that 3.4 million is not going 
to be at all too high . . . if the world is in a dangerous situation—every young 
man who has not had military training has a right to demand that the Govern- 
ment give it to him, and he has a right to object very strongly if the Government 
does not give it to him. 

C. NEWSPAPERS 


14. Editorial from New York Times, January 12, 1951, on UMTS 

“Tighteen years is the right age to call up youth. . . . Possibly there are some 
risks in the program, but we live in a period when risks are unavoidable. The 
greatest risk of all lies in weakness and inaction.”’ 


D. PROFESSIONAL, LABOR, AND FARM GROUPS 


15. J. T. Sanders, legislative counsel, the National Grange 

(a) . . . farm boys during this time really do become skilled earlier in their 
lives in mechanical operations than industrial boys . . . an indiscriminate ‘and 
undifferentiating draft of the 18-year-old boys could do a lot more damage in 
taking skilled and necessary boys from the farm than it would do in industry. 

(b) Senator CuapMAN. You are for the remainder of the bill? 

Mr. SanvErRs. Yes, sir. 


16. Paul H. Robbins, executive director, National Society of Professional Engineers 

. . . there are approximately 65,000 engineers and scientists within the present 
draft age limits. If any substantial part of this group are taken into the armed 
services it will obviously mean an even more intense strain on our production 
potential. 


17. Clarence E. Davies, secreiary, American Society of Mechanical Engineers; 
director, Program of the Engineering Manpower 

Avoid induction of engineering manpower into armed services for nontechnical 
assignments. 

18. Lewis Sanders, consuiting engineer, New York 

(a) The question of calling 18-year-olds into the Armed Forces resolves into 
whether to take the same man when he is 18 or 19. There seems to be no dispute 
over the necessity of taking the man at age 19. An analysis of our manpower 
inventory shows conclusively the necessity of calling men at 18. 

(b) . . . at 18 is the optimum point for interrupting his educational career or 
of letting him perform his military service before he has established himself in 
industry. ... SS. 1 contains ample safeguards against interrupting a man’s 
education in the middle of a scholastic year. 

(c) . . . the 18-year-old is a prime fighting man. 

(d) . . . the 18-year-old will not be subject to any greater demoralizing influ- 
ences by reason of being called into military service. 

19. James B. Carey, secretary-treasurer, CIO 

. . . We believe that lowering the induction age would prove least disruptive 
to our way of life and at the same time serve as a great source of strength to our 
Armed Forces. 

E. VETERANS’ ORGANIZATIONS 
20. Erle Cocke, Jr., national commander, the American Legion 

As national commander, I speak for the 3,000,000 members of the American 
Legion and, in this instance, for an additional million members of the American 
Legion Auxiliary. ... If you do not take 18-year-olds, you will in effect be 
ordering the redraft of World War II veterans, many of whom already have 
served their country when they were themselves 18. I do not believe that the 
American people want that to happen, gentlemen . . . it would seem unfair and 
unnecessary to exempt the present crop of 18-year-olds from service while reaching 
out for those who served previously—at that age—and under conditions of total 
war. 
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21. Omar B. Ketchum, Legislative Director, Veterans of Foreign Wars of the United 
States 


(a) My organization . . . indicated that all male persons in the age group 
from 18 to 35, inclusive . . . who have not had previous military service .. . 
should be subject to military service. 

(6) . . . our organization believes 18-year-olds can accept the responsibilities 


of soldiers and adequately serve our country either inside or outside of the United 
States. 


22. Francis M,. Sullivan, National Legislative Director, Disabled American Veterans 

The Disabled American Veterans, in the . . . belief that the keystone to na- 
tional security lies in military preparedness, endorses the principle of universal 
military service . .. any system of compulsory military service and training 
should be directed toward the age group, or groups, whose service and training 
will cause the least impact on the Nation’s social and economic structure. 


28. Harold Russell, National Commander, AMVETS 


(a) AMVETS now feel that the present proposal to dovetail both UMT and 
universal military service is, by every yardstick, the most intelligent and eco- 
nomical answer to America’s present military danger .. . 

(b) . . . the age of 18 is the logical time to interrupt the normal life of the 
American citizen for military service. It is logical (a) because it comes at the 
conclusion of high-school training; (6) because it creates the least disruption of 
the individual’s life; the least disruption of our national economy; the least in- 
terference with the educational pattern of America. 

(c) The most colossal fraud that the Congress of the United States can foist 
on the young men of America at this time would be to deprive them of military 
training and then, at some late date, in the face of an urgent emergency, hastily 


call them to the colors and send them into combat with hasty or inadequate 
training. 


24. Michael Straight, the American Veterans’ Committee 


(a) We .. . believe that this Nation requires immediately at least 4.5 million 
men in our Armed Forces who will join together with those of our allies to defend 
the free world. ... We believe that the present official Defense Department 
goal of 3.5 million men is insufficient. 

(b) . . . we feel that Congress must authorize now the drafting of all able- 
bodied American men between the ages of 18 and 26... . 

(c) Youths of 18 are at the height of their stamina and endurance, and if 
properly trained make the best fighting men. 

(d) . . . 18-year-olds should not be sent overseas without a minimum of 4 
months’ training 

(e) Eighteen seems to be the most convenient age. 

(f) AVC represents thousands of veterans who have found that it is more 
practical to start and finish a college training program in consecutive years, 
rather than have a lapse of several years in the middle of that training program. 

(g) . . . any effort to call up a large alien army of mercenaries is a will-o’-the- 
wisp in the sense that the manpower does not exist, cannot be brought from the 
other side of the iron curtain, and is not present in Europe today to serve as any 
adequate substitute for a continuous flow of able-bodied young Americans. .. . 


25. Maj. Gen. Milton G. Baker, commander in chief, the Military Order of the 
World Wars 


National military service more accurately describes the type of program that is 
needed in this present dire emergency. We must buttress our economy, our 
people, and our defenses. 

26. Col. Edwin S. Bettelheim, Military Order of World Wars 

. . . We are in favor unanimously of this bill. 


27. Annapolis Chapter, Military Order of the World Wars 


The Annapolis Chapter of the Military Order of World Wars has taken a 
strong stand in favor of universal military training and urges you to assist in every 
possible way to insure the enactment of such legislation in the present Congress. 


28. Bernard Weitzer, national legislative director, Jewish War Veterans of the 
United States of America 

(a) The present bill, in my opinion, is the most practicable plan for meeting 

the manpower needs of our Armed Forces with the minimum disturbance of our 
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social and economic fabric and our needs for the products of our industry and 


our farms. 
(b) I would prefer the 18-year-old (to a nonveteran ach or father or husband 
.). I think that when a man has set upa home anda family, that the disturbance 


to our social fabric would be greater. 
29. Frank E. McClernan, national commander, Regular Veterans Association 


(a) The Regular Veterans Association . . . has advocated enforced universal 
military training starting at age 18. 
(b) . . . it is more desirable to put 18-year-old boys in uniform now, in order to 


provide them with proper training than it is to procrastinate ar nd be found 
unprepared, as we have been in other wars when it was necessary to put them 
in uniform without the proper training. 

(c) The educators of our country have given us phony reasons that this should 
not be so. They claim that it retards the boy’s normal education. We maintain 
that the normal education should be retarded at this time rather than have the 
possibility of all education being stopped in the future. 


F. NATIONAL JTARD AND RESERVES 


80. Brig. Gen. E. A. Evans, executive director of the Reserve Officers’ Association 

(a) It is our strong belief today that a universal military service and training 
bill is essential to the well-being of this Nation. 

(b) Commenting on the lowering of the draft age to 18, it is our judgment that 
this should be done. 


$1. Maj. Gen. Ellard A. Walsh, president of the National Guard Association of the 
United States 

For 33 years the National Guard of the several States . . . has urged that 
there be established in this country, a system of universal military training and 
service. 
82. Maj. Gen. Milton A. Reckord, National Guard Association of the United States 

By the time he gets his basic training, especially if you follow my thought that 
it should be in the United States, he could not be sent overseas until he was 19 
years of age. 

G. EDUCATIONAL GROUPS 


33. Karl T. Compton, chairman of the corporation, Massachuselts Institute of 
Technology 

(a) ... the comments which I have heard from my academic and other 
associates since Secretary Marshall and Assist ant Secretary Rosenberg submitted 
the outline of the Department of Defense’s plan to you last week have been 
unanimously favorable. 

(b) (Quoting from editorial, Boston Herald, January 12, 1951)... 
“ , . But we are now in a state of emergency verging upon war. And for 
the particular set of circumstances which we face the Secretary seems to have 
produced as painless a solution as we can hope to get . . . Secretary Marshall’s 
program is not ideal, but we do not live in a world whose problems always permit 
of ideal solution sd 

(c) I think a little more maturity is a good thing, but I think the record is also 
clear that those men make good soldiers, and the record is also clear that men, on 
the whole, who have come back from service in World War II have come back in 
good shape. 

(d) I would not stop at 18%, as some have sugge sted. The important thing 
seems to me to be the stage in the young man’s career—the break between high 
school and job or college—not the matter of a few months more or less in age. 

(e) . . . It certainly seems to me better to go below the 19-year age level than 
to disrupt young families and careers. . . 

(f) . . . We would hope that the early stages of training would be done 
in this country, would be carried out in places where there would be some 
community interest, civilian community interest, in the welfare of the group of 
those young men. 

(9)... » - © think the moral surroundings of the group of 18-year-old boys is 
likely to be rather better than the moral surroundings of the group that are 
twice that age brought together under the same circumstances, because I think 
there is a lot of idealism in these young men. 
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(h) . . . there is far more liquor per capita drunk outside the military than 
drunk inside it . . . for one thing, . . . there is no liquor sold on the post, ; 
if a boy wants liquor he can get it much more easily at home than he can when 
he is in the Army. 

(t) I know there was a report (on liquor consumption) and also on venereal 
disease in the Fort Knox experiment. . . . I remember that the report was 
exceedingly favorable, almost too favorable to be believed, but it was very good. 


84. Leonard Carmichael, president, Tufts College and Tufts Medical and Dental 
Schools; member of the American Council on Education 
(a) . . . itis my personal opinion that age 18, all things concerned, is the proper 
age at the present time. 
(b) .. . the issue was never clearly presented to the great assembly of 650 
college presidents . . . had there been time and had it been possible to present all 


the facts that have been presented here today . .. that assembly would have 
overhwelmingly voted in favor of 18. 
(c) . . . the drafting of a sufficient number of 18-year-old young men to make 


possible the continued postponement, until graduation, of the induction of all 
present college and university students now in good standing, would be in the 
national interest . . . they would be of more value to the Armed Forces because 
of the engineering and other skills which they would then have. 


35. James P. Baxter III, president, Williams College; chairman of the committee 
on manpower of the Association of American Colleges 

(a) . . . the need for an Army of 3.5 million can be met within the 19 to 26 
age pool, but there are certain things about meeting it that way that scare the 
educators very seriously ... in the first place it cleans the 19-to-26-year-old 
pool out of most of the students now deferred. 

(6) (The) question of the date at which they will have finished their military 
service is of very great importance in the minds of the educators that I have 
talked with ... 18 years... is a natural break between a man’s secondary 
education on the one hand, and either obtaining a job or going to college. 

(c) . . . when you pull these Reserves and National Guard in a recall of a 
Reserve group, you are pulling out people who . . . not only have done a lot of 
service for the country but are people who have just completed their education, 
... are getting a start in business, they are mostly married, many with small 
children, and you get, in proportion to those you call, a lot of hardship cases and 
a lot of dependency cases where you are not going to get any of those with the 
18-vear-olds or the 19-year-olds. 

(d) I did not meet a single fellow that would not prefer to complete a senior’s 
education even if it meant a delay on the 18-year-olds. 

(e) . . . if you have not done a job by your children before they are 18, you 
cannot count on doing an awful lot in 1 year more. 

(f) (In) the War Between the States . . . there were more 18-year-olds in the 
armies of the North and of the South . .. than of any other age group, unless 
it was the 17-year-olds. 

(g) (The) tremendous record of boys of 17 and 18 who have done well in mili- 
tary service and who have gone through it without moral damage and with a lot 
of maturity was very striking to the educators when they came back after the war. 

(h) . .. the GI’s, were, in my opinion, the best people we ever taught in 
American colleges. More mature, more earnest, more ready to make the most 
of their opportunities. ... 


86. Harold W. Dodds, president, Princeton University 


(a) The proposal to call young men at 18, or upon completion of high school, 
is correct timing. Both for the young men who want to go on to college and for 
those who want to enter trade or industry directly, the break comes when it is 
least costly to them and when the experience may be best capitalized in later 
life. ... The longer the service is postponed the more disruption it will be to 
the individuals themselves, to higher education and to our economy in general. 

(6) I think the young man is morally able to withstand temptation at 18 as he 
is at 19. 


387. Detleo W. Bronk, president, Johns Hopkins University; president, National 
Academy of Science; president-elect of American Association for Advancement 
of Science 

(a) I am in favor of this program because I believe that 18 is the most. satis- 
factory period for the man and for the Nation . . . to interrupt university training 
and training for the trades is unsatisfactory. ... I think that service after com- 





‘ 


—e a eee 





than 


Rice xe 
when 


nereal 
t was 
good. 


Dental 


oper 


f 650 
‘nt all 
have 


make 
of all 
n the 
cause 


mittee 


to 26 
re the 
ar-old 


litary 
have 
ndary 


of a 
lot of 
2ziion, 
small 
s and 
h the 


nior’s 
, you 


n the 
inless 


mili- 
a lot 
war. 
ht in 
most 


hool, 
d for 
it is 
later 
ye to 
eral. 
as he 


tonal 
ment 


satis- 
ining 
com- 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT 25 


pletion of university training or after the development of a skill would affect our 
economy and disrupt the normal development of family life. 

(b) I am in favor of the program because it will... relieve the demands upon 
selective service which would thus permit men already weil advanced in their 
training to complete their training, so that the Nation can effectively cash in on 
the foundations which they have already laid. 

88. Leonard Smith, Georgetown College, Georgetown, Ky. 

I am in favor of lowering the age for induction to 18 years with the pro- 
vision however that only in case of emergency would 18-year-olds be used in 
foreign service. 

89. George R. Harrison, dean of science, Massachusetts Institute of Technology 

I favor the concept that all young men should be obligated to render for a cer- 
tain period some form of ‘time tax” toward national security. . . . The time 
should be taken between graduation from high school and subsequent activities‘ 
since in most cases this is the least disruptive time in the career of the individual. 
40. H. E. Jenkins, president, Tyler Junior College 

. .. every young man who attains the age of 18 will receive his military training 
as required by national defense. He mav meet this obligation in either of the fol- 
lowing ways: (1) (a) Enlistment in any of the Regular Military Establishments 
or (b) appointment to the National Military Academies. (2) In addition to 
these plans it is proposed that new plans be inaugurated to meet the new situation 
which confronts the Nation. 


41.Eugene B. Chaffee, president, the American Association of Junior Colleges 

The National Defense Act of 1951 should provide for the following features: 
‘“‘Every able-bodied male citizen on reaching the age of 18, if he is not stili ip 
high school (and in that case the age should not be later than 20), should begin 
@ program of military training which when completed will be not less than 12 
months as a minimum of continuous training, or its equivalent. 


42. William G. Saltonstall, principal, Phillips Exeter Academy, New Hampshire 

We can find this manpower either by drafting young married men and veterans, 
or we can find it by drafting 18-year-olds. Neither alternative is pleasant, but 
I believe the latter is preferable. 


43. W. R. White, president, Baylor University 


(a) The general concepts and specifications in the proposal before you seem to 
be sound and appropriate in the light of our present emergency. 

(b) I think if it is necessary to have the 18-year-olds to safeguard our country’s 
future, that should be done... . 


44. W. W. Kemmerer, University of Houston 


Place all 18- and 19-year-old men in universal military training with no exemp- 
tions and no deferments. . . 


46. E. H. Hopkins, vice president, Washington State College 

' Congress should adopt a National Service Act for all men between the 
ages of 18 and 28, inclusive, with the additional provision that the upper age 
limit could be raised when and if conditions require it. . . . Upon reaching 18, 
or upon completion of the twelfth grade (whichever was later), but in no event 
later than age 19, a period of military training and service would be required, in 
one way or another, of all able-bodied and mentally fit young men. To this, 
there should be no exceptions. . . . 


46. Lloyd M. Clark, Saltsburg, Pa. 

The ‘‘Kiski plan.’”’ Induct all youths 18 years old into active service to start 
on June 1, 1951. 
47. F. G. Macomber, Miami University 

. . . all men should be subject to military training upon reaching their eigh- 
teenth birthday. . . 
48. Association of American Universities, resolution on mobilization of manpower 

That male citizens be prepared for their critical roles by a system of universal 
training and service to be undertaken at the age of 18, or upon completion of the 
twelfth grade, whichever is later (with the proviso that it be not later than the 
age of 19 and that those who have completed the twelfth grade may volunteer at 
the age of 17 for induction with their parents’ consent). 
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49. Report on manpower, Association of Colleges and Universities of the State of New 
York 

Time is of the essence . . . we propose . . . that provision be made for such 
training at the earliest possible moment after a young man reaches age 18 . 
we propose that provision be made for basic military training immediately a young 
man reaches the military age . . . that induction for his subsequent period of 
service normally commence with the breaking-off or completion of his schooling 
at either the high school or post high school level. 


50. Association of American Junior Colleges 

Every able-bodied male citizen on reaching the age of 18, if he is not still in 
high school (and in that case the age should not be later than 20), should begin a 
program of military training which when completed will be not less than 12 months 
as a minimum of continuous training, or its equivalent. 


51. The Georgia Association of Junior Colleges 
The American Association of Junior Colleges has presented a “Suggested plan 
for national defense.” . . . The copy attached is a part of this testimony, which 
has generally been approved by those who hold membership in the Georgia 
association. 
H. OTHER ORGANIZATIONS AND INDIVIDUALS 


2. Dunlap C. Clark, United States Chamber of Commerce 
nj" 


Eighteen-year-old males should be drafted to serve 27 months in the Armed 
Forces. 
53. Donald W. Wyatt 

The 18-year-old represents Secretary Marshall’s greatest weapon. The age 
group is the one group which can be called with the least harm to the Nation 
and to them. 


54. Julius Ochs Adler, Co-Chairman, National Emergency Committee of the Mili- 
tary Training Camps Association of the United States 

(a) Experienced instructors and trainers of 17- and 18-year-old young men 
are confident that these men have more endurance and are capable of quicker 
reactions than older men. If drafted at the eighteenth birthday, their education 
and future careers, whether on the farm or in industries or in the professions, will 
be least interrupted. 

(b) Few have contracted family obligations. Most of them will have completed 
high school or be near to doing so and thus have reached a point at which formal 
education can be interrupted without undue hardship. 

64. Arthur L. Williston, Citizens’ Committee for Universal Military Training 

(a) 18is . .. the time when thev have finished, by and large, their high school. 

b) . . . the moral and even spiritual effects of this training on boys of 18 will 
be more beneficial and more lasting than on the boys at an older age when they 
might be more sophisticated. 


(c) ... a provision of the utmost importance in the bill lies in the fact that, 
starting with the 18-year-olds and a total period of 27 months, it becomes possible 
to build up after the universal service a formidable reserve, and in time before 
these young men are too old to be effective. . It is this reservoir of highly 


trained young men which, through the years, will furnish the greatest protection. 
&6. Tracy S. Voorhees, Committee on the Present Danger 

(a) The Committee on the Present Danger endorses the bill because we believe 
it provides a flexible, democratic, and equitable means of meeting our Nation’s 
requirements for military manpower. 

(b) . . . service should begin at age 18 or end of high-school year after reaching 
18. 

(c) I believe that you are going to have to take both 18-year-olds and fathers 
for the next couple of years in order to meet the need. . . . I would favor taking 
the 18’s before the others . . . in a study which aas made in England of young 
soldiers who were married, who were separated from their wives, separation of a 
year resulted in approximately 25 percent divorce rate. 


y 


57. Dr. Vannevar Bush, Committee on the Present Danger 
we should call all young men at 18 without exception. 
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58. Dr. William C. Menninger, Committee on the Present Danger 

Because there is a natural break in the life program of the youth as he finishes 
high school, it would seem practical that this training and service ‘should begin 
at age 18. . 


59. Mrs. William L. Slagle, Dayton, Ohio 
Of course they will make the best combat troops. They are filled with the good 


old high school football spirit which would cause them to be willing to sacrifice 
life and limb for the glory of the school. 


60. Joseph C. Grew 

. . . universal military service and training are today of far more urgency even 
than they were then. ... In the interests of our national security we simply 
cannot afford further to delay this essential legislation. 


61. Rocco B. Bunino, vice president, National Licensed Beverage Association 


... all of the States, with two exceptions, have made it unlawful to sell 
intoxicating beverages to persons under 21 years of age. ... Enforcement 
requires mainly identification, such as draft cards, service identification cards, 
both of which show the date of birth. 

62. A. Ray Warnock, National Interfraternity Conference 

the executive committee of the National Interfraternity Conference, 
representing 59 men’s social fraternities and their 2,975 undergraduate chapters; 
resolve, that a program of UMT should be enacted by the Congress of the United 
States to train all physically able young men on graduation from high school or at 
equivalent ages of 17 to 19 years in basic military science 


I, YOUTH GROUPS 


63. Lewis A. Rivlin, student, Swarthmore College, Students for Demoer 

(a) On December 29, 1950, the national board of SDA, in view « 
emergency, caused by the Communist offensive in Korea, mad 
formal recommendation for the utilization of manpower during the ; 
se lective service in the Armed Be rees f< r men upon cor pl tion of high sch ) )] 
or upon reaching the age of 18. 





(b) If the choice is made in favor of selection of the 18-vear-old the drain on 
the long-run effectiveness of the country will be less as relates to the colleges, and 
the country’s needed talents. 

(c) . . . it will be to the interests of the 18-vear-old and the college student 


as well. 
TresTIMONY AGAINST 


A. EDUCATIONAL GROUPS 


1. Ralph W. McDonald, National Education As social O7 of the Untted States 

(a) Under the most optimistic view that can realistically be taken, the proposals 
made by the Defense Department before this subcommittee would greatly reduce 
the contribution of higher education to the life of America at a time when it is 
most urgently needed. 

(b) We urge that the age of 19 years be retained as the threshold of induction 
into the Armed Forces. On this point the opinions of educators are conclusive 
$1.25 percent of the college and university faculty opinions received hold that 
the induction of students should not be before the end of the school year during 
which they reach age 19. 

(c) The accumulated pool of availables above 19 years of age should be used 
to achieve the necessary foree-in-being of 3,460,502 during the tide-over period 
necessary to reach the point when the induction of 19-year-olds will yield exactly 
the same intake into the Armed Forces as would the induction of 18-year-olds 

(d) To reject for educational reasons a person who has completed satisfactorily 
the eighth grade in our schools is absurd. To reject for physical deficiency a 
young man who plays on a varsity football team is likewise ridiculous. 

(e) . . . educators oppose the induction of 18-year-olds (because) the taking 
of 18-year-olds would, over the years, liquidate a substantial portion of the 
higher education of men in the United States. 

(f) . . . The number of young men who attended college even with veterans’ 
benefits has been substantially less than the number who would have attended 
if they had had the opportunity to go to college under normal conditions. 
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(g) The inducting of young men at the end of the school year during which 
they become age 19 would permit the majority to complete 2 years of college 
work. . . . If these same boys could secure only 1 year of college before they 
would becalled, tremendous numbers of them would never go to college at all... . 
At least one-third of these 18-year-old potential college students would never go 
back to college even with the most generous program of veterans’ benefits. 

(kh) . . . Approximately a third of (the boys being graduated from high schools) 
are 17 years of age. . It is from that 17-year-age group that the greater pro- 
portion of the college students come. . . . The majority of the persons who go 
to college are already in college at age 18. .. . The truth of the matter is that 
if your committee were seeking the age at which you could establish the best 
gap in terms of college attendance, it would be to take the 17-year-olds. But 
then you would run into a very serious impact with the high schools, because 
while those who go to college graduate at age 17 or early 18, in the main, the 
average at the high school, at the time of the high school graduates, is a little 
bit older . . . if you were to take 17-year-olds you would strike right at the 
heart of the high schools even more than you do by taking the 1S8-year-olds. 

(i) Not all or nearly all of (the 18-year-olds) have completed high school. 
There are about 30,000 in elementary and junior high schools below tenth grade; 


. . . estimated to be 220,000 in the senior high schools, .. . approximately 
300,000 in the colleges. . Obviously the 18-year-old young man is not mark- 


ing time between high school and college waiting to be called. The majority 
of those who are destined to go to college are already there and are well along 
with their college programs. 

(j) . . . if the choice is between taking the juniors and seniors in college and 
establishing a continuing policy of cutting off the 18-year-olds from college, 
it would be better to take the juniors and seniors without hesitation, because 
that is only one class of juniors and one class of seniors, whereas we are going 
into every class of 18-year-olds from now on... . 


2. Edgar Fuller, executive secretary, National Council of Chief State School Officers 

(a) . . . we conclude: that an Armed Force of 3,462,500 can be raised by 
July 1, 1951, without other than comparatively minor changes; .. . that it is 
therefore unnecessary to induct boys less than 19 years of age to meet the 
President’s goal for defense of the country. 

(6) We believe all the groups mentioned, and perhaps others, should be utilized 
before 18-year-olds are drafted. 

(c) We oppose the draft of 18-year-old boys because many of them are too 
immature. 

(d) . . . accelerated high school and college programs can provide 2 years or 
more of college work for the college bound group before age 19. 

(e) . . . demoralization of the high school which will result from drafting at 
18 is far more important to the Nation and its future strength than whatever 
damage may result to college students, serious as this may be. 


8. Resolution adopted by the faculty of Appalachian State Teachers College 


. retain the minimum draft age at 19 for regular military service, providing 
that if military training for boys under 19 becomes necessary, such training be 
coordinated with high school and college work. 


4. Paul E. Elicker, executive secretary, National Association of Secondary School 


Principals 
(a) Approximately 250,000 or 25 percent of total 18-age group of male youth, 
are in the elementary and secondary schools. . . . A large number of the 18-year- 
olds are living with families and parents. ... Itis . . . evident that the draft- 


ing of the 19-year-old group of 95,000 in our schools is less damaging to our schools 
and to fewer boys themselves than drafting of 250,000 18-year-olds. 

(6) . . . Youngest group to graduate from high schools are those planning to 
go to college. Many in this group . . . enter college for lor... 2 years. This 
too, is highly desirable because those who once enter college are most likely to 
return and continue. 

(c) . . . The older group, who do not generally go on to college but enter indus- 
try or military service (for them) the opportunity to complete their high-school 
education is highly advantageous to them and the country. If (they) ... are 
compelled to leave school before graduation, they will not return to high school to 
complete their secondary-school education. 

(d) 21.2 percent of the decrease in high school enrollment (from 1941 to 1946) 
was caused by the loss of boys in their last year in school. The primary reasons 
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for this decrease in . . . enrollment was the 18-year induction age pattern and 
the 17-year age enlistment, and the influences of the war on our youth. 


B. CHURCH GROUPS 


6. Rev. Ezra Ellis, chairman, Public Affairs Committee of the Minneapolis Church 
Federation and Minister of Wesley Methodist Church, iinneduelia Minn. 


(a) ... the Minneapolis Grange reaffirms its long-standing policy opposing 
UMT and UMS. Selective Service will furnish ample men for armed services and 
now is not the time to rush legislation of no immediate consequence for which 
our Nation will later suffer. 

(b) Boys of 18 years of age are immature. If taken into UMST their minds will 
be regimented, vies They will be allowed the freedom to seek their own recrea- 
tion in strange places under no dise ipline, with gambling, prostitution, and drink- 
ing sources of unusual temptation. 


(c) . . . why take these boys if the Defense Department statistics indicate 
that they will not be needed? 
(d) ... whv do we need to dr: aft the 18-vear-olds when Italv starts with the 


21-vear- r-old; Belgium and Spain start with 20-year-olds; Russia, France, and 
Norway start with the 19-year-old; and Canada relies entirely on volunteers. 


Cc. YOUTH GROUPS 


6. Robert W. Lyon, Young People’s General Assembly for Peace, Metropolitan 
Community Church, Chicago, Ill. 

We appear to oppose the proposed draft of 18-vear-olds and the permanent 
conscription which is written into your bill. . . . The draft is part of a general 
program designed to militarize our country and its people. The 18-year-old 
does not want a future in a uniform and at war. 


7. George Harper, Administrative Secretary of the National Conference of Methodist 
Youth, Nashville, Tenn. 

(a) “The National Conference of Methodist Youth is opposed to Universal 
Military Training or conscription in peacetime. Compulsory military training 
and service are a threat to the principles of democracy and to civilian control 
over government and other areas of national life.” 

(b) Put immature 18-vear-old boys in service overseas where the normal 
restraints of home and friends are gone and the resulting moral hazards are 
obvious. 

D. TEMPERANCE AND RELIGIOUS ORGANIZATIONS 


8. J. Raymond Schmidt, the International Order of Good Templars 

(a) . . . the measure cannct be looked upon as doing otherwise than estab- 
lishing compulsory peacetime military service in democratic America. 

(b) There will be complete military dictatorship for young men between the 
ages of 18 and 21. . . . If the young men who have attained 21 do not like the 
laws passed by Congress they can go to the polls and express their disapproval 
with their ballots. 

(c) The military authorities should voluntarily ban all alcoholic beverages from 
training camps and military establishments and forbid the sale of said beverages 
anywhere to men wearing military and naval uniforms. 

9. John H, Eberly, Brethren Service Commission 

We believe we are voicing the sentiment of millions of eee as well as 
our own organization in protesting what appears a planned and willing move- 
ment toward war while preventative measures ¢ spe thus r rendere ‘d unpopular 
the drafting of 18-year-olds and thus eliminating all other educational experiences 
in their lives. 

10. Gilbert F. White, the Friends Committee on National Legislation 

(a) Universal military training is an unprecedented and undemocratic program 
which would be established under the bill on a permanent basis. 

(b) The drafting of 18-year-olds would work serious injury. . . . An 18-year- 
old draft would (a) set Army service as the immediate object of most high-school 
students, (6) throw such students into the coarseness of Army life while many of 
them are too young to understand or resist it, (c) prevent some students from 
continuing with college work, and (d) make it difficult to select suitable students 
to continue with professional work. 


S. Rept. 117, 82-1——-3 
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E. INDIVIDUALS 


11. Mrs. William L. Slagle, Dayton, Ohio 


I am very much opposed to the conscription of 18-year-olds and the sending of 
them all over the world. . . . Our country is not in such dire straits that we 
need to conscript our babies for a global crusade comparable to the Children’s 
Crusade of the Middle Ages. 


12. William H. Neblett, USAFR, retired, Los Angeles, Calif. 

(a) Universal military service and training for the 18-year-olds, or any other 
ages, proposed by amendments to the Selective Service Act of 1948, S. 1, is 
conscription of the true Prussian type—and that is why I oppose this bill 8. 1. 

(b) . . . I would say that 85 percent of the manpower in the Pentagon was 
wasted completely, devoted to nothing but comments, making speeches, public 
relations. 

(c) Iam just as much opposed to the 19-year-olds being taken in as the 18-year- 
olds—neither the 18- or 19-year-old can take it. . . . They are not sufficiently 
developed, either emotionally or physically, to stand the rigor and hardships of 
battle. I found that out in my experience in the First World War. 


13. Hamilton A. Long, veteran of World War I and II 

America does not need to raise a mass army and should not do so. 
14. Charles W. Elliott, Chicago, Ill. 

I fail to see how Mrs. Rosenberg can reconcile her statement that the services 
will not corrupt nor debase men to the fact that lectures and movies on venereal 
disease as well as the issuance of preventatives and the location of prophylactic 
stations is part of GI indoctrination. 


15. Mrs. Thalia D. Thomas, Landover Hills, Md. 


I do not believe that most of the so-called expert advisers in Government know 
much more about what they are doing than the 18-year-olds whom they will soon 
be sending to war. 

F. MISCELLANEOUS ORGANIZATIONS 


16. Elmer W. Henderson, Director, American Council on Human Rights, Wash- 
ington, D.C. 
it is likewise important to consider whether armed. services are using men to 
their maximum efficiency. . . . Itisa fact that the armed services cannot achieve 
this goal under a system of segregation based on race. 
17. Dr. Ruth Bleier, Chairman, Maryland Committee for Peace 

The drafting of 18-year-olds must be defeated as a measure that is, in the real 
sense, an un-American act. It violates the long tradition of freedom from com- 
pulsory military training which for so long has made our country a haven for the 
millions fleeing a Europe ridden by militarism. 

18. Frederick J. Libby, Executive Secretary, National Council for Prevention of War 

I urge .. . that you report out to the Senate no permanent conscription law, 
no drafting of 18-year-olds, no build-up of the Armed Forces to 3 or 4 million men— 
or 6 million. 

19. Sidney Aberman, executive secretary, War Resisters League 

(Our reasons against enacting a universal military training and service law) are 
not based primarily on the harmful effects such a wholly unprecedented system of 
permanent conscription will unquestionably have on our educational processes, 
our moral standards, our tradition of individual liberty, and other important 
aspects of democratic life. . . . Adoption of permanent conscription will distract 
further attention away from these methods that can avail against Communist 
growth. 

20. Mrs. Alexander Stewart, Women’s International League for Peace and Freedom 

(a) We believe the present amendments to Senate bill 1 should be opposed be- 
cause they provide both permanent universal military training and service. 

(b) (It would seriously interfere) with the educational career or homemaking 
plans of young men . . . and would seriously (affect) our economy for as the years 
pass we would find our economy more and more geared to a war economy rather 
than a peace economy. 

(c) The 18-year-old is not usually emotionally stable enough to withstand the 
effect of the kind of life he finds when put in occupation armies in Europe or the 
Far East. ... 
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21. John M. Swomley, Jr., director, National Council Against Conscription 

(a) . . . we have taken the position that at the present we must oppose any 
attempt by amendment to the present law to lower the draft age to 18 or to 
make the draft universal in its application . . . or to extend the life of the act 
for more than a year or two at a time. 

(b) . . . a draft of 18-year-old boys does not, except in the first few years, add 
additional numbers to the Army. 

(c) For most boys this is the period when they enter college or begin work. 

(d) An 18-year-old boy is in most cases an immature person. . . . The Army 
recognizes the immaturity of 18-year-old boys by not using them as officers. 
Even 19-year-old boys are seldom used as noncommissioned officers even after 6 
months ora year... . 

(e) The Army has also. discovered there is a higher prevalence of neurosis 
among younger persons in the Army. 


SuMMARY OF ARGUMENTS ON LOWERED INDUCTION AGE 
IN FAVOR OF 18 YEARS 


1. There is a compelling need to take 18-year-olds at this time. 

(a) An expanded manpower pool is necessary in order to meet a sudden emer- 
gency in which the size of our Armed Forces might have to go up suddenly. Thi 
act looks to the future. 

(b) Enough men must be in the manpower pool available to furnish a 6-month 
safety margin for selective service. 

(c) Kight hundred seventy-two thousand men are authorized 
leave the service next year. Many are not expected to reenlist. 

(d) Reservists with critical skills are being called up today. This is dangerous 
to our economy. 

2. Other sources of manpower are inadequate: 

(a) Mental standards of those now subject to selective service cannot be 
lowered too far, since men of low mentality are of little use to the services. 

(b) We are already using World War II physical standards. Not many men 
can be found in the physically unfit now deferred. 

(c) We can add only 20,000 men to the selective-service pool by rehabilitation 
programs, if we had such programs. 

(d) Most of the veterans with less than 12 months of service are unfit for 
further military duty. 

(e) The nonfather, nonveteran group is so small that it would furnish only a 
few months’ supply of men for the pool. 

(f) The age group from 10-19 has decreased by over 2,000,000 men over the 
last decade even though our population has risen. Not until 1959 will as many 
reach 18 as in the years 1940-45. 

(g) Foreign troops alone will not solve our problem. 

(h) We have the choice of taking either the 18-year-olds or all veterans up to 
26 vears of age. 

(7) Manv of our Reserves, especially in the Air Force, are too old to be effective 
much longer. 

(j) Voluntary enlistments from outside the selective service pool may go down. 

3. Industrial and farm deferments will go up when the impact of war contracts 
hits the present 19-26 age group. 

4. The induction of 18-year-olds may enable us to release many Reserves who 
saw service in World War II. 

5. More men per capita can be secured from the 18-year-old group than from 
any other. 

6. Preservice training for Russians starts at the age of 10. 

7. Men of 18 make the best soldiers. They have great physical superiority 
Historically they have a fine record in all of our wars. 

8. The 18-year-old will serve sooner or later anyway, hence it is better from 
his viewpoint to take him at that age: 

(a) It is unfair to the 18-vear-old not to give him 

(b) Educationally, it is better to go at 18. 

(1) It is the natural break between high school and college. 

(2) They wil! be permitted to finish their school year. 

(3) If men are taken at 18 rather than later, more of them will return to 
college since they will be discharged from active duty at an earlier age. 

(4) The more mature a young man is when he enters college, the better 
student he will make. 
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(c) It is economically better to take a young man at the age of 18. 

(1) This period is a natural break between high school and a career. 

(2) The year from 1§ to 19 will be largely wasted unless the young man is 
taken at age 18 due to the fact that few would care to start a career or begin 
further schooling knowing that they would be taken a year later anyway. 

(d) Socially the age of 18 is the best for a young man because few of them are 
married and have dependents. 

(e) It is emotionally better to take a man at 18. 

9. From the viewpoint of society it is better to take a young man at 18 rather 
than take other groups. 

(a) It is far better socially to take an 18-year-old than to take older men with 
families. The loss of purchasing power of these families would disrupt the 
families and the national economy. 

(b) It is better to take 18-year-olds than to take present students from college. 

(c) It is better to take 18-year-olds than to take men from special skills and 
trades. 

(d) It is better to take 18-year-olds than to take veterans, 

10. It will cost the Government $513,000,000 more per year to take men with 
dependents than to take a like number of 18-year-olds. 

11. It is not morally harmful to the 18-year-old to take him at that age. 

12. It might well lead to military disaster to require that all 18-year-olds be 
taken from their units before going overseas. 

OPPOSED TO TAKING 18-YEAR-OLDS 


1. There is no need to take 18-year-olds at this time. 

(a) We can use more mental reiectees in our Armed Forces. 

(b) We can lower our physical standards. 

(c) We can get 630,000 husbands and fathers. 

(d) We ean use 160,000 veterans with less than 12 months of service. 

(e) There is a great waste of personnel in the supporting units of our armed 
services. 

(f) After a short period of time the 19-year age group will yield exactly the 
same number of men as the 18-year-old group. 

(g) It is better to take present juniors and seniors in college than to take 
18-year-olds. 

2. It is morally dangerous for 18-year-olds to be subjected to service life, due 
to the fact that they are too immature and lack emotional and physical develop- 
ment. 

3. Young men of 18 and 19, due to immaturity, make very poor soldiers. 

4. Few nations draft men as young as 18. 

5. Educationally the drafting of 18-year-olds is undesirable: 

(a) The higher education of our young men will be ruined since less will attend 
college after getting out of the service. Even with veterans’ benefits one-third 
never return to college. 

(b) High schools will be demoralized by the enlistment of 17-year-olds who are 
attempting to join the service of their choice. 

(c) One-third of all high-school graduates are 17. This group goes to college 
and thus the age of 18 for induction does not hit them between high school and 
college but rather in their first or second college year. 

The drafting of 18-year-olds will not help to alleviate the manpower 
shortage to a great extent due to the fact that many young men of 18 do not 
finish high school until they are almost 19 and they are thus deferred. Also, 
one-third of the young men of this age are already in college and are deferred 
— the end of their college year. 

. The draft of 18-year-olds is a step toward militarism. 

The draft of i8-year-olds is a part of an arms race which will lead to war. 

9, It is undemocratic to draft these young men who do not have the right 
to vote. 
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VI. Brier Discussion or Important IssveEs 
THE NECESSITY FOR A 26-MONTH TERM OF SERVICE 


The committee believes that a 26-month term of training and serv- 
ice is necessary at the present time, but not as a fixed long-term policy. 

One factor is of particular importance in considering this problem; 
that is, the selective-service program is primarily a program to build 
and maintain the Army. 

The Air Force and the Navy are built upon 4-year enlistments. 
The Army, at present, is made up of 21-month inductees and 3-year 
enlistees. By comparison, this situation tends to reduce the Army’s 
efficiency, even under normal circumstances. 

There is an immediate emergency, however, which makes a 26- 
month term of service particularly advisable. Our Ground Forces 
have suffered heavily in Korea. Casualties totaling more than two 
full divisions have been suffered. These losses are extremely costly, 
because they represent the finest, best-trained troops of the Army. 

If the Army is to continue to fulfill its mission, it must be assured 
a supply of effective seasoned troops. It cannot fulfill its mission if 
the bulk of its troops never have sufficient service to attain peak 
efficiency. 

Under the present 21-month term, an inductee is entitled to 1% 
months of leave. This results in a 19%-month period of active train- 
ing and service, exclusive of leave. The period of effective service is 
further reduced by time spent in processing, traveling to training 
camp, basic training, schooling, processing and traveling to and from 
overseas areas, and in hospitals. This amounts to 8% or 9 months. 
Thus, the period of effective overseas service is vedinoe: | to approxi- 
mately 11 months. Under a 26-month training and service program, 
the period of effective service is correspondingly increased. 

This means that under a 26-month program, the services will 
benefit from a substantially longer period of peak efficiency from the 
inductees or reservists ordered to active duty than is the case under 
the present 21-month program. 

The committee believes it especially important to realize that this 
longer term of service has the effect of reducing the number of men in 
transit to and from overseas stations. This means an even greater 
Saving in personnel, because more men are thus available for longer 
service overseas and fewer men are committed to the costly task of 
maintaining the pipeline for shipping men to and from overseas duty. 

The additional length of time permits the Armed Forces to give 
inductees and reservists a more effective training course, because the 
longer time will permit more emphasis upon technical and advanced 
training. Such training makes men more useful, both as members of 
an active organization, and eventually of the Reserve. Also, the 
longer period permits development of better trained potential cadres, 
whose service would be invaluable for the training of large forces in 
times of sudden emergency. 

It is of particular importance to note that the Chairman of the 
Joint Chiefs of Staff, General of the Army Omar N. Bradley, testified 
that the armed services gain nearly 50 percent in practical military 
utility by having the longer period of service. 
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Also it is pertinent in this discussion again to point out that the 
increasing of the induction period substantially relieves the pressure 
on the manpower pool because it reduces the numerical rate of turn- 
over which is made necessary by a shorter period of induction. 


SUMMARY OF ARGUMENTS FOR AND AGAINST 


The arguments listed below concern themselves with the length of 
service issue which emerged during the Preparedness Subcommittee 
hearings. 

Included are not only the contentions advanced by the witnesses 
who appeared, but also those presented by individuals and organiza- 
tions who requested that their material be inserted in the record. 
There may be arguments other than those presented, but this study 
summarizes only those which appear in the record. 

Not all arguments presented as opposing the Department of Defense 
proposals are directly in conflict with those proposals. Any time a 
variation of the proposals was presented, it was placed in the opposing 
column. 

It will be noted that some witnesses are listed as both “for’’ and 
“against” the same measure. This is due to the fact that occasion- 
ally a witness would either point out arguments on the other side or 
would present evidence which could be interpreted as being a varia- 
tion of the Department’s proposals. All such arguments have been 
included for the purpose of securing a more balanced picture. Also, 
it should be carefully noted that not all of these extracts are in their 
full context. Every effort was made by the staff to present an accu- 
rate summary, and the committee hopes that no inaccuracies have 
crept in due to the need for condensing the wealth of material into 
the briefest possible space. 

Not all of the material is in the nature of direct quotes. Frequently 
remarks from different parts of the record have been combined into 
one statement. Occasionally, in answer to a long question, a witness 
would say “Yes” or “No,” or “I agree.’”’ In these instances the 
content of the question has been attributed to the witness. Care has 
been taken to see that no witness is quoted out of context to secure a 
meaning other than the one intended. 


DEFENSE DEPARTMENT PROPOSALS ON LENGTH OF SERVICE 
TesTIMONY FavorinGc 27 Montus or More 


A. REPRESENTATIVES OF THE ADMINISTRATION 


1. The Honorable George C. Marshall, Secretary of Defense 

(a) Twenty-seven months is the shortest period of service that is consistent 
with national security in this period when so much of our effort and our personnel 
must be devoted to the training of men‘entering military duty for the first time. 
The Chairman of the Joint Chiefs of Staff, General Bradley, has estimated that 
we would gain nearly 50 percent in practical utility by the extra 6 months of 
service we recommend. 

(b). It takes so long and requires such an outlay in both funds and training 
personnel to impart the basic military skills required in our highly mechanized 
military forces that the release of men in less than 27 months at this crucial stage 
of world history represents a major element of military weakness. 


2. General of the Army, Dwight D. Eisenhower 


(a) ... the 27 months must have been put in in the hope of getting 2 vears 
complete service out of a man. They have calculated that on the size of their 
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foree, the number of reenlistments probably they can expect, and also the time 
needed in this modern age for the proper training of a soldier so he can take care 
of himself in an emergency and do his duty. 

(b) . . . a good lengthy term of service in terms of 27 months is essential, both 
for the efficiency of the training, the usefulness you get out of a man, and also in 
the size of your unit. 


3. General of the Army Omar N. Bradley, Chairman, Joint Chiefs of Staff 
(a) It is obvious we will have to extend the term of service in order to meet 


our requirements. . . . Any amount over 21 months’ that you extend his term of 
service aids materially in this problem. Twenty-seven n non ths would appear to 
be a logical term. Allowing 2 months’ furlough to which he is entitled by law, 


and 1 month to cover induction and discharge, a man maeid render approxi- 
mately 2 years’ service. When you add 6 months to his present term of service 
his military usefulness is increased almost 50 percent. 


’ 


(b) I have grave doubts that you can maintain your Armed Forces at the figure 
we think is necessary . . . by 21 months, because out of the 21 eeaiiie a man is 
in his unit possibly not more than 14 months . . . if you kee 


p these people 21 
months only, you are not going to be able to furnish more than, let us say, 1,200,000 


continually by selective service. 


(c) . . . you are going to have a hard time maintaining the re quit ‘ed strength 
by additional voluntary enlistments. This is our biggest danger in 21 months. 
(d) . . . on a 21-month basis you require a much heavier training establish- 





ment and overhead than you do for 27. You have got to have more traini! 
and more training cadres. 

(e) (None) are going to miss out on that training in the next year and a half, 
because you take in the same number for 27 months as 21 months. 

(f) If you try to tie this to the next year or vear and a half, the 21-month 
man might be as good as the 27-month man. In our opinion the situation is not 
going to get any better in the next year or year andahalf. It may get worse... . 

(g) With 21 months’ service, you are limited in assigning men to certain techni- 
cal jobs. . . . You just cannot train them and get any service out of them in 
21 months. 

(h) After you have used up this reserve between the ages of 19 and 26, vou are 
going to be getting in selective service mostly those that become of the draft 
age... . If we keep them 2 years, you can get about 1,600,000. . . . I mean 
2°years’ actual duty. . . . That is why we suggest 27 months. That still leaves 
about 1,900,000 to obtain by voluntary enlistments. . . . I am not too sure you 
can (get 1,900,000) because a lot of them were getting their first enlistments 
before going to school. You will get those in your selective service. . .. So 
your 1,900,000 will have to be made up mostly by reenlistments.... Any- 
thing you do to cut down the total number is going to very seriously endanger 
your ability to maintain your armed strength around three million four, or three 
million five. 


gr camps 


4. Maj. Gen. Louis B. Hershey, Director of Selective Service 

(a) (I believe) that the period of service should be increased to at least 27 
months. I am doubtful that this will be long enough to maintain the required 
strength with the numbers available from the annual manpower income. It will 
require rigid reductions in rejections and limited withdrawal for all other rea- 
sons. . . . I am supporting 27 because it is nearer 30 than any other number 
that I have heard. 

(b) 622,000 in 27 months provide the same service as 800,000 in 21 montl 


5. Admiral Forrest P. Sherman, Chief of Naval Operations 

(a) From the point of view of my naval responsibilities, I regard the 27-month 
period of service as being too low to meet the needs of the Navy, except for a small 
proportion of our people. We have always felt that 4 years was about the 
minimum. ... 

(b) . . . we must do everything possible to increase the combat readiness of the 
forces in being, which, I think, will impress the potential aggressor. . . 

(c) In calculating the figure of 3.4 million there have been used fac tors derived 
from the assumption that it would be 27 months . . . if you change the plan as 
to length of service, you automatically raise the numbers of people in the total 


strength, because it does include the training establishment. ... If you have a 
shorter period, you must plan on a larger structure. 
(d) . . . our experience leads us to believe that vou have 15 months in a combat 


unit (if you have them 21 months). 
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6. Gen. J. Lawton Collins, Chief of Staff of the U. S. Army. 


(a) The shorter term of service, the less time you have for men actually on duty 
with our units in field, the greater rotation, and therefore greater wastage of 
manpower in the so-called pipeline . . . in the course of movement overseas and 
movement back home again . . . in the longer period of service we can have the 
experience of these men, which they take time to gain, for a much longer period of 
time on active duty . . . that gives us a more effective Army in the field. 

(b) (In) 21 months you can hardly expect to secure more than 12 months of 
actual service. ... That is a very ineffective way to run any business. 

(c) I would have preferred to see it at 30 months. . . . the longer the period of 
service, the more effective soldier. 

(d) The point . . . made about the necessity of the immediate present being 
the determining factor, I agree with, and that is the reason I say that the period 
of service must be 27 months and not a shorter period... in the current 
situation . . . it is infinitely better to have a 27-month period than to have a 
21-month period. 

7. Gen. Hoyt S. Vandenberg, Chief of Staff of the United States Air Force 

(a) (Twenty-seven months) is the minimum period I think the Air Force could 
get adequately trained men... . 

(b) We prefer not to depend upon enlistments entirely because that source is 
very unpredictable. 

(c) It takes 8 to 12 months in our higher specialties to train him... . If 
we were to have (the 21 month program) in the Air Force, we would have to 
take a different group and give it a different type of training, because in the 21 
month bracket we could not afford to give them the longer type of training : 
about the time that they began to find out what it was all about, they would have 
to go out. . . . The only ones that we could afford to train would be the people 
who are in for 4 years. Now, if we had only 21-month people, we’d have to 
train them only in the lower skills. . . . (They) would then go.into the reserves, 
and instead of building the reserves, as we ought to have them built, we would 
find that the great majority there were only the lower skilled individuals, and the 
higher skills would have to be in only the regular Air Force. 

8. Brig. Gen., H. C. Parks, United States Air Force 

(a) . . . nine months is an awfully small return for 12 months of extensive 
technical training . . . we could not justify giving that type of training to a 21- 
month-term-of-service individual. 

(6) We would much rather have a smaller reserve force of highly trained indi- 
viduals than a large force of inadequately trained reserves. 


9. Hon. Anna M. Rosenberg, Assistant Secretary of Defense 


(a) . . . the reason that the Department of Defense is anxious to get men 
for a 27-month period is because their usefulness in these last few months becomes 
far greater to us . . . we are asking for 27 months during this emergency period, 


where we are trying to build up our force. We need trained men, and we need 
men to be in service instead of to use them as trainees. .. . 

(6) . . . forthe immediate objective, for our immediate effectiveness . . . (we) 
prefer to have less trained men, better trained, than more trained men less well 
trained on the 21 versus the 27 months. 

(c) The added 6 months between 21 and 27, during which time we feel the men 
are increasing in their effectiveness, gives our force 50 percent additional effec- 
tiveness. 

(d) (Condensed) With the 21 months’ service, we have 4 months’ training out 
of 21, giving him 17 months. If he leaves the continental United States for the 
European theater, it would take 1 month in transit. If he leaves for the East, it 
would take from 6 to 8 weeks. In the East, we’ll say it brings it down to 15 
months. We then have to figure on the return. The same length of time is taken, 
so we get either 13 or 14 months. A man who has 21 months is entitled to leave 
of almost 2 months. We are training many men as specialists, and that is another 
average 4 months, so it really brings down the service that we get to either 10 
months or 9 months from a 21-month man. 

(e) Our enlistments represent what we call the hard core of the services. As 
such they cannot provide the entire quota of technicians because they have a 
basic mission and they must be equally balanced in training and administration 
to carry on that mission . . . many times these enlistees may not have all the 
necessary educational qualifications to take on the more technical service . 
the expansion requires more technicians and therefore it would be disproportion- 
ate if we train all our Regulars only. 
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(f) . . . the difference of the use of men at the figure we have set to you for 
27 months would mean close on to three-quarters of a billion dollars saving in our 
defense budget. 

(g) The difference between 21 and 27 months periods of service: I have here 
information that in the civilian population . . . the age group between 19 and 
9 months and 20 and 3 months—which would be the last 6 months (Senator 
Russell) asked for—five and three-quarters of the civilian men get married, and 
half of 1 percent during that time acquire children. We figure that with lack of 
opportunity, being out of the country, it is safe to count that about half or 2% 
percent would be married during that time. . . . The fact that a man acquires 
a child in those last 6 months causes no additional cost to us because we are 
already paying for the dependent, and the cost is the same. 


10. (Summary) L. S. Garlock, Assistant Comptroller, Department of Defense 


On a 27-month term of service you will take 58,000 men per month, or a total 
for the year of 696,000, which will cost you $5,427,000,000. On 21 months’ 
service you will be forced to increase the intake from 58,000 per month to 77,600 
per month, or a total of 931,000 men, because instead of getting 21 months’ 
service you only get 15 months’ service. That will cost you $3,200 a man, roughly 
$20,000 a month difference, in the sum of $6,176,000,000. Five billion four 
hundred and twenty-seven million dollars from $6,176,000,000 gives you a net 
saving of $749,000,000 because of the 6 months’ additional service you get out 
of the men. That $749,000,000 that you would save is further reduced by 
$40,000,000 in pay increases which accumulate in that 21-to-27-month bracket, 
giving you a net saving of $709,000,000. By determining the length of service 
to be 21 months instead of 27 months, we are going to have to be prepared to 
pay $709,000,000 for it. 


11. John G. Adams, Assistant General Counsel, Department of Defense 

(a) Assuming the extension of enlistments in the fiscal year 1952, in fiscal 1953 
the pool would be 211,000. Assuming now the changes on the 24, 27, and 30 
months, in addition to the extension of enlistments, if we change to 24 months, 
the figure 211,000 would become 221,000. Changing to 27 months, the pool 
becomes 343,000, and changing it to 30 months, the pool becomes 602,000. 

(b) . . . we find that if there are no changes in the act at any time between now 
and fiscal year 1954 there would be remaining in the selective service pool, assum- 
ing 3.5 remains constant, a total of 181,000 young men . . . if enlistments have 
been extended during fiscal 1952-53 there would be in pool 244,000 young men. 
Assuming that in addition to extending enlistments, the length of service under 
selective service and reserves on duty was changed from 21 to 24 months, the total 


remaining in . .. pool would become 399,000. If ... period were changed 
from 21 to 27 months, the numbers on board becomes 415,000 . . . if period is 
changed from 21 to 30 months, there remains in the pool at end of fiscal year 1954 
a total of 455,000 yvoung men . . . based on 27 months as suggested by the De- 


partment of Defense, the figure is 415,000 in 1954, 343,000 in 1953, and 682,000 
in 1952. (That is without any allowance for your safety factor. 
12. Office of Assistant Chief of Staff, G—2, Intelligence, Department of Army 

(a) Mrs. Rosenberg, presenting a chart prepared January 11, 1951, indicated 
the length of service in Egypt as 3 years, and in the U.S. 8. R. as 3 years. 

(b) Mrs. Rosenberg, presenting a chart prepared January 11, 1951, by the De- 
partment of Army, Office of Assistant Chief of Staff, G-2, Intelligence, indicated 
the length of service in foreign countries: Bulgaria, 2 years; Greece, 2 years; 
Hungary, 2 years; Iran, 2 years; Poland, 2 vears; Spain, 2 years; Turkey, 2 years; 
United Kingdom, 2 years; and Yugoslavia, 2 years. 

13. Hon. Maurice J. Tobin, Secretary of Labor 

(In answer to question.) I approve of the 27-month suggestion that was recom- 
mended by the Department of Defense. 

14. Edward J. Overby, Assistant to the Secretary, Department of Agriculture 

This Department concurs in the proposed program for universal military 
training and service. 

15, Dr. Charles A. Thomas, Chairman, Scientific Manpower Advisory Committee, 
National Security Resources Board 


(We) endorse the basic principles of 4 months of basic training and 23 more 
months of military service for all 18-year-olds. ..., 
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B. PROFESSIONAL, LABOR AND FARM GROUPS 


16. Lewis Sanders, consulting engineer, New York City 
It will take approximately 2 years of service to make a man into an effective 
reservist. To function effectively on the field of battle and with the maximum 


chance of survival, a man must be trained until his reactions in battle are in- 
stinctive. ... 


17. James B. Carey, secretary-treasurer, Congress of Industrial Organizations 

. . . we do not oppose this provision because of the urgency with which our 
top military leaders have insisted that the additional period is necessary to 
adequately train men for the various armed services. 


C. EDUCATIONAL GROUPS 


18. Harold Dodds, president, Princeton University 


(a) Two years of service . . . 27 months, would mean, with terminal leave 
and discharge and that sort of thing, that a boy would virtually lose from the 
college standpoint 2 years. 

(b) No other proposal that I have seen or been able to dream up myself provides 
the element of long-term durability with a minimum of possible violence to 
higher education and the lives of young men generally. 


19. James P. Baxter III, president of Williams College, chairman of the Committee 
on Manpower of the Association of American Colleges 


If this bill is adopted, there will be an opportunity for education after a man 
has had 2 vears training. . . . Suppose that he goes through with 2 years and 
3 months, he will still have an opportunity to start in a lot of professional careers. 


20. W. R. White, president, Baylor University 


The general concepts and specifications in the proposal before you seem to be 
sound and appropriate in the light of our present emergency. 


21. E. H. Hopkins, vice president, Washington State College 


Increasing the months of required service to a minimum of 24 months would 
reduce the number of replacements required during the next few years. 


22. Association of American Universities resolution on mobilization of manpower 
December 4, 1950 
Approves extending the period of service to 27 months, with the proviso that 
the President may raise this term by 3 months or lower it to the extent necessary 
to bring military manpower demand and resources into effective balance. 


D. RESERVE OFFICERS 


23. Brig. Gen. E. A. Evans, executive director of the Reserve Officers Association of 
the United States 

. . . we are in favor of the present bill which calls for 27 months of service. 

the principal reason for preferring the 27-month figure is because of the fact that 
according to the figures submitted by the Office of the Secretary of Defense, the 
number of young men required to maintain the 3% million strength operates to 
leave a surplus of some 300,000 young men, which we believe very strongly and 
most sincerely should be utilized at the present time in the civilian component 
forces of all the services. 


E. VETERANS’ ORGANIZATIONS 


24. Erle Cocke, Jr., national commander the American Legion 


It is far more probable, in our judgment, that the present tension will continue 
for a considerable length of time, and in view of that prospect we feel that 27 
months of continuous service is a reasonable and necessary plan. We are advised 
by officials of the National Guard and Organized Reserves that a 27-month period 
of service would enable those organizations to build up and maintain authorized 
strength. . . . They would have difficulty doing this if the service were left at 21 
months, 

25. Omar B. Ketchum, legislative director, Veterans of Foreign Wars of the United 
States 


We support the recommendation of the Department of Defense that the period 
of service be increased from the present 21 months to 27 months. 
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26. Harold Russell, national commander, AMVETS 

AMVETS feel that the proposed 27 months of service is both just and wise for 
this reason: In any prolonged period of military activity, the cost of efficient 
and economical utilization of military manpower becomes of paramount import- 
ance under those circumstances. 


27. Col. Edwin S. Bettelheim, Military Order of World Wars 
We are in favor unanimously of this bill. 


28. Maj. Gen. Milton G. Baker, the Military Order of the World Wars 
National military service more accurately describes the type of program that is 
needed in this present dire emergency. 


29. Bernard Weitzer, National Legislative Director, Jewish War Veterans of 
The United States of America. 

The present bill, in my opinion, is the most practicable plan for meeting the 
manpower needs of our Armed Forces with the minimum disturbance of our 
social and economic fabric and our needs for the products of our industry and 
our farms. 

F. MISCELLANEOUS ORGANIZATIONS 


80. Tracy S. Voorhees, Committee on the Present Danger. 

The 27 months of service and training authorized in the bill—after deduction 
for customary terminal leave—in reality means about 25 months of total actual 
military service. As such it need represent for students a break of only two 
academic years. 


81. Dunlap C. Clark, United States Chamber of Commerce. 


Eighteen-year-old males should be drafted to serve 27 months in the Armed 
Forces. 
82. Arthur L. Williston, Citizens Committee for Universal Military Training 
I... unqualifiedly endorse the 27-month period of training and service. 7 
In the present 21 months’ requirement, the service after training is too short to 
be either efficient or economical. 


83. Julius Ochs Adler, Cochairman, National Emergency Committee of the Military 
Training Camps Association of the United States 

. . » many universities have already formulated @ more compact curricu- 
lum by reducing college terms from 4 to 3 years; the total time loss for securing ¢ 
college degree caused by 27 months of training and service would not exceed 15 
months. Four years is the present undergraduate course, with vacations 
from 3% months to 4 months each year. The man who goes to work is very lucky 
to get 2 weeks vacation, so they will not be giving up anything in the way of 
vacations if they go from 4 years to 3 years. 


G. YOUTH ORGANIZATIONS 


84. Lewis A. Rivlin, student, Swarthmore College, Students for Democratic Action 

It would seem there is need to expand the length of service beyond 21 
months. If the length of service is somewhere around 27 months, at the end of 
that period the 18-year-olds will go out of the services and be ready to start in 
with their higher educations or their work in farming or industry, thus not being 
too much of a danger to the continued flow of abilities and talent. 


oO” 


TEstimMOoNY OpposEep To 27 Montus or More 
A, EDUCATIONAL GROUPS 


1. Ralph W. McDonald, National Education Association of the United States 

(a) A 27-month period of service would inevitably mean the loss of 244 or 3 years 
of potential college study for every young man inducted, with the consequent 
further diminution of his chance to return at all. 

(b) A 24-month service period would give many students a better chance to 
hold their loss to a minimum of 2 vears of study. 

(c) .. . the committee should give consideration either to a period of service 
which would mean a 2-year interruption or to a period of service that would mean 
a 3-vear interruption the 27-month period is probably as disadvantageous 
to the continuity of education as any specific number of months that could be 
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chosen. A 27-month service period would cut off 3 years of schooling almost as 
effectively as would a 30-month period of service. 


2. John Scott Everton, president, Kalamazoo College 


. . . consider the possibilities of lowering the period of service to not more than 
24 months so that a student may continue his college training after an interruption 
of not more than 2 years. 

B. FARM GROUPS 


3. J. T. Sanders, legislative counsel, the National Grange 
We should oppose any plan to extend the period of individual service. 


Cc. OTHERS 


4. John J. Swomley, director, National Council Against Conscription 
We oppose any attempt to extend the length of service. 


D. PROFESSIONAL GROUPS 


5. Dr. Rudolph H. Friedrich, American Dental Association 


On behalf of its many members who hold Reserve commissions, the association 
protests such extension to 27 months until it is clearly and unalterably demon- 
strated by changing conditions to the people of this country that additional service 
of such length is necessary. 


SUMMARY OF ARGUMENTS ON LENCTH OF SERVICE 
FOR 27 MONTHS 


1. A 27-month period of service will greatly increase our combat readiness 
since we will have the services of well-trained men for a longer period of time. 
This will greatly impress any potential aggressor. 

(a) We gain 50 percent in practical military utility by having a 27-month 
period of service rather than a 2l-month period. This results in an average 
increase of 6 months of service for each man over the present “actual service” 
period of from 8 to 14 months. 

(6) The longer the term of service, the less wastage we have of men in the 
pipeline overseas and back. 

(c) A much bigger training establishment is needed for the shorter period of 
service; thus many trained men are unavailable for combat due to their duties 
as training forces. 

2. A longer period of service is necessary due to the fact that it takes so long 
to train men in the basic military skills in our highly mechanized forces. 

3. The monetary and personnel costs of training are so high that it is wasteful 
to train men for a period of service less than 27 months. 

4. It is doubtful that we can maintain our Armed Forces at the necessary 
strength of 3.5 million by a 21-month period of service. 

5. A saving of $709,000,000 in our defense budget would result if we had 27 
months’ service rather than 21 months due to the fact that a much larger training 
establishment is required to maintain a given strength for 21 months than in a 
27-month period. 

6. If we have a shorter period of service, we will have to have a larger total 
force in order to furnish training personnel and in order to keep our combat forces 
at the needed strength. 

7. A 2l-month period of service will not increase the reserves any more than 
will a 27-month period since in the long run all young men will participate in the 
program anyway. 

8. A 2l-month period of service limits the Armed Forces to training men for 
certain low technical jobs which require less training than others. 

(a) We cannot wisely limit this high type of technical training only to the 
Regular forces since the Regular forces must be balanced. In addition to this, 
many of the Regular forces are not qualified for highly technical training and 
there are not enough of those who are qualified to meet the needs of a larger 
armed force. 

(b) A 21-month period of service would result in the building of an unbalanced 
reserve of low-skilled individuals. 





= 
pw * © 


Se Re er Re 


See 


~™» TD 


— et ee TS 





UNIVERSAL MILITARY TRAINING AND SERVICE ACT 41 


AGAINST 27 MONTHS 


1. It is unfair to extend the term of service for reservists with prior service in 
World War II. 

2. A student’s education should not be interrupted for more than 2 years. A 
27-month period of service will mean that 2% to 3 years are lost. 


THE NECESSITY FOR AN INTERIM PROGRAM FOR 75,000 STUDENTS FOR 
SPECIAL STUDY AND RESEARCH 


The committee believes it is necessary for purposes of assuring our 
continued industrial and technical superiority in the face of any con- 
tingency to provide that an ample number of young men be permitted 
to comple te their studies of subjects essential to the national security 
and welfare. 

Under the present law, any person pursuing a full-time course of 
instruction at a college, university, or similar institution of learning 
may have his induction postponed by his local board until the end of 
the current academic year or until he ceases satisfactorily to pursue 
such course of instruction. In addition, the President may provide 
for the deferment from training and service of any category or cate- 
gories of students for such periods of time as he may deem appro- 
priate. 

This bill continues the basic policy contained in the present law, 
but provides an authority for deferment until the end of the academic 
year, instead of postponement, for students who receive their induction 
notices during the academic year. This applies to persons in the 
18-to-19 age group as well as to those over 19. Under this bill, 
high-school students are deferred until they reach age 19, or graduate, 
or cease to pursue their course of instruction satisfactorily. 

This bill, as stated, makes no change in the President’s general 
authority to defer such categories of students as he deems the national 
interest dictates. It adds, however, a new provision which, until 
June 30, 1954, authorizes that 75,000 men annually may be removed 
from active training and service to permit them to engage in study or 

research in medicine, de ntistry, osteopathy, the sciences, engineering, 
the humanities, or other fields. These men will be required to com- 
plete their basic military training before entering into their study or 
research program, except that, de ‘pending on the date of enactment 
of the bill into law, some change in this policy may be necessary for 
the first year. After completion of their studies, they would still 
have to discharge the obligation for completing their military service. 
This obligation ‘would continue for a period of 10 years. 

The 7! 5,000 men would be selected upon the basis of competitive 
standards determined by a civilian commission of 5 persons, to be 
appointed by the President and confirmed by the Senate. If neces- 
sary, this commission could allocate the fields of study or research 
for these 75,000 who were selected, and, in addition, would have the 
power to authorize the payment of the tuition and other school ex- 
penses of such of the 75,000 persons as the commission may deem 
appropriate. This will enable a man selected as one of the 75,000 to 
yursue his education even though he is unable to pay his expenses 
himself. 

The committee feels it is important to emphasize that this group 
of 75,000 students annually would by no means constitute the full 
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male enrollment in the Nation’s colleges and universities. Estimates 
made by the Office of Education indicate that with this program in 
operation there might be, for the 1951-52 school year, 25,000 veterans, 
26,000 IV—F’s, and 90,000 ROTC’s enrolled as freshmen, in addition 
to the 75,000 selected students. This would mean a total first-year 
class of at least 216,000 males, exclusive of those deferred under exist- 
ing authority, and not counting women students, or those young men 
who are below the induction age. Over-all, total male enrollment— 
for all 4 years of college —would be at least 845,000 for the 1951-52 
school year. It is estimated that at no time during the period of this 
program’s operation between now and 1954 would the enrollment of 
male freshmen (not including those under age 18) decline below the 
191,000 mark, and total male enrollment in college would not decline 
below 719,500—a minimum very close to the 1939 prewar figure. 


SUMMARY OF ARGUMENTS FOR AND AGAINST PROGRAM FOR 75,000 
STUDENTS 


The arguments listed below concern themselves with the educational 
issues which emerged during the Preparedness Subcommittee hearings, 

Included are not only the contentions advanced by the witnesses 
who appeared, but also those presented by individuals and organiza- 
tions who requested that their material be inserted in the record. 
There may be arguments other than those presented, but this study 
summarizes only those which appear in the record. 

Not all arguments presented as opposing the Department of 
Defense proposals are directly in conflict with those proposals. Any 
time a variation of the proposals was presented, it was placed in the 
opposing column. 

It will be noted that some witnesses are listed as both “for’’ and 
“against” the same measure. ‘This is due to the fact that occasion- 
ally a witness would either point out arguments on the other side or 
would present evidence which could be interpreted as being a varia- 
tion of the Department’s proposals. All such arguments have been 
included for the purpose of securing a more balanced picture. Also, 
it should be carefully noted that not all of these extracts are in their full 
context. Every effort was made by the staff to present an accurate 
summary, and the committee hopes that no inaccuracies have crept 
in due to the need for condensing the wealth of material into the 
briefest possible space. 

Not all of the material is in the nature of direct quotes. Frequently 
remarks from different parts of the record have been combined into 
one statement. Occasionally, in answer to a long question, a witness 
would say “Yes” or “No,” or “I agree.”” In these instances the 
content of the question has been attributed to the witness. Care 
has been taken to see that no witness is quoted out of context to 
secure a meaning other than the one intended. 
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DEFENSE DEPARTMENT PROPOSALS OF 75,000 EDUCATIONAL 
DEFERMENTS 


TESTIMONY FAVORING PROPOSALS 
A. REPRESENTATIVES OF THE ADMINISTRATION 


1. Hon. George C. Marshall, Secretary, Department of Defense 

We recognize that there can be no long-range security for America in a program 
that denudes our industries and farms of skilled technicians or that interferes 
with our preeminence in science and general education. ‘The proposed legislation 
eontains specific safeguards intended to keep our colleges, laboratories, and in- 
dustries healthy. 


2. General of the Army Dwight D. Eisenhower 

(a) Senator Jonnson. We have a proposal in this bill that provides that 
75,000 of the boys taken in at 18 will have military training for 4 months and then 
on the basis of some test that has not been worked out as yet will be selected to 
pursue their studies in the sciences, medical schools, dental schools, engineering 
schools, and what not; and that figure was arrived at based upon recommenda- 
tions made by a leading group of educators. 

General E1seENHOWER. I think it is wise myself. 

(b) That 75,000, as I understand it, is really nothing but a stopgap in the first 
2 years. After the first 2 years there is no diminution of the men that can go 
to the universities. 

(c) I would certainly like to see you producing an officer and technical class as 
you go along. It has to be done, and there has to be a proper marriage between 
the universities of the United States . . . and the armed services. 

(d) I would say that unless there was some way in which military tr: aining was 
going to go ahead for the length of time and on an intensive scale that made it 
real military training, I would take him out of uniform (when he returns to college) 
and require him to do his military service later. 


3. General of the Army Omar N. Bradley, Chairman, Joint Chiefs of Staff 


(a) . . . @ certain number ought to be deferred for the time being, otherwise 
vou are going to interfere very materially not only with our educational i 


nstitu- 

tions . . . you are going to interfere with the gradual flow of scientists and 

specialists that vou need. If vou do not make some such provision, you will have 

a 2-year gap here. After that... of course, these people will start going to 
school again at age 20 or 21. 5 

(b) . . . if you would visit Camp Jackson . . . you would find that only a 


small proportion of those (facilities) could be furnished around a college and an 
armory. 

(c) . . . I. do not say there is not some use that the college facilities could be 
put to, particularly in training specialists ... if you are going to exercise the 
control over the men which we think is necessary 


-. - YOU Cannot have them 
scattered around in bunches of houses or dormitories. 
4. Maj. Gen. Lewis B. He rsheu, Director of Selective Service 
a) I think the... 75,000 who are chosen out of each of the next 3-vear 
groups plus, perhaps, a hundred thousand more . . . in the ROTC, will furnish 
a Sizs able base of people who will be en gaged duritr this period Im. . college 
and postgraduate training... . The 75,000 was each year... after 3 years it 


will be 225,000. 

(b) (1 recommend) that the men chosen to be postponed for college be on the 
basis of general acceptance, to be determined compe ‘titively by appropriate tests 
and their continued postponement be based on their performance as students. ... 

c) It is impossible to institute a plan which would permit of deferments for 
the purpose of education unless there is assurance that the plan will be continued 
long enough for those receiving deferments also to meet their service obligations. 
otherwise a deferment becomes simply a means of evading service. 


. 


d) . . . who knows what we will need 10 vears from now? So [ have been 
converted to the belief that we should choose people on the basis of their compe- 
tence rather than attempting to swerve voung boys into courses that we at the 


moment think are highly necessary. 
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§. Admiral Forrest P. Sherman, Chief of Naval Operations 


We concur in the principles and the details of the plan as it has been presented 
here. 


6. Gen. J. Lawton Collins, Chief of Staff of the United States Army 


I am thoroughly in accord with the legislation which is under consideration 
before your committee and with the principles that are involved in that legislation. 


7. Gen. Hoyi S. Vandenberg, Chief of Staff, United States Air Force 


The Air Force strongly endorses and supports the program presented to you 
by the Department of Defense. 


8 Brig. Gen. H. C. Parks, United States Air Force 


We are accelerating our ROTC program and that will be reflected as part of 
this legislation . . . to give us approximately 11,300 graduates, ROTC graduates, 
available for new commissions. . . . That would utilize to a considerable extent 
the educational institutions. 


9. Hon. Anna M. Rosenberg, Assistant Secretary of Defense 


(a) If any man reaches the age of 18 and is in high school, he will remain there 
until he reaches his nineteenth birthday or finishes high school. If any man is 
in college at the time of his eighteenth birthday, he will be permitted to finish 
his college year. 

(6) The Department of Defense has offered . . . a proposal for an expanded 
program of college training of young officers through the ROTC . . . improve- 
ment on present ROTC program, and an elaboration of subsidized program, 
known as the Holloway plan. . . . Students selected for the (Holloway) plan 
would have to serve an initial 4-month period of basic military training under 
universal program. Obligation of service would have to be fulfilled after gradu- 
ation. . . . Upon completion of ROTC service, he owes 2 years, or 3 years if he 
is under a subsidized plan. . . . (In regard to whether we expect to give 4 months’ 
training to ROTC men too)—it might be a waste of money to give 4 months’ 
training to those men because during their period of college training in ROTC 
they will get far more than what they need or would get in those 4 months. : 

(c) In the first 3 years of universal military service and training, the President 
would have authority to suspend temporarily active-service requirement of up 
to 75,000 students so they could complete college training, vocational training, 
and keep the educational pipeline from drying up. . . . (The Department recom- 
mends that 75,000 should be selected) on the basis that all the educators, scien- 
tists, and all the organizations working under Mr. Symington—the committees 
on the outside—told us that between sixty and seventy-five thousand would meet 
the needs for doctors, scientists, educators, and those of all other qualifications. 

We took the maximum figure that the group of educators who felt must 
be given this training. . . . They said from 65,000 to 75,000, and that is why 
we put the maximum at 75,000. 

(d) The 3-year limit on this provision is based on the belief colleges would be 
back on a stable footing after the first class of universal military service and train- 
ing inductees completed service. . . . Every man 18 years old . . . will have to 
take 4 months’ basic training. 

(e) (This) maximum of 75,000 does not go into ROTC. 

(f) Methods for selecting students to be deferred and for deciding courses of 
study that would be important to national interest should be left entirely in civilian 
hands under procedures to be drawn up by the President and approved by Con- 
gress. 

(g) The only safeguard we ask for ... is... that the proper share of men 
go into the land-grant colleges and into the smaller colleges. 

(h) If their education is subsidized, which might have to be they owe addi- 
tional time. . . . Men who can afford to go will get the number of years they 
require; men who cannot afford to go but who want to work their way through 
may take 6 years instead of 4. (For) men who cannot work their way through 
and cannot afford it, we suggest some sort of national scholarship. 

(t) College training courses for military personnel on active duty ... may 
involve as many as 50,000 men a year. 


(j) There may be . . . 35,000 a year . . . in ROTC . . . and 75,000 (in the 
other group, plus) 50,000 in the service. (This gives a tota! of 160,000 per year.) 
. . . Plus those 18-year-olds who cannot be taken in even if you passed the law, 


the first time, plus those men who are in the schools now who would be continuing 
their deferment. 
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10. Earl J. McGrath, Commissioner, Office of Education, Federal Security Agency 


(a) If we are facing an extended period of time in which substantially the whole 
number of physically fit college-age men will be eligible for induction, it is abso- 
lutely essential to the national interest that some device be worked out whereby 
we can assure a continuous flow of men in training for the occupations and pro- 
fessions without which the national strength and well-being are gravely impaired. 

(6b). . . This general picture is one of difficulty, even of hardship, for many 
small colleges; but . . . drastic cuts in total enrollments for all colleges will 
not be the order of the day. . . . Iam not making the argument here that 
these students should be retained in colleges to protect the colleges. 

(c) At the undergraduate level, very careful consideration should be given 


before placing limitations on the student as to field of study. . . . A large 
proportion of undergraduate students do not have a specific field of interest at 
the age of entrance to college . . as de end by experience in the 


Second World War, we do not know which fields of study may emerge as critical 
as the war continues. 

(d). . . If the program were accelerated, you would put the 75,000 out 
each year for 3 years rather than 4, in which case you would have 225,000 in 
process at one time rather than 300,000. 


11. Hon. Maurice J. Tobin, Secretary of Labor 


(a) I agree with the provision that authorizes the President to enable 75,000 
youngsters to carry on their schooling. 

(b) L agree with retaining the present provisions of the Reserve Officers Training 
Corps. 

(c) . . . Seventy-five thousand youngsters will be able to go on to college. 
Last September 86,000 men were admitted to college under the ROTC program. 
A continuation of both programs would result in the admission of about 150,000 
yearly to college. 


12. Edward J. Overby, Assistant to the Secretary, Department of Agriculture 


This Department concurs in the policy of the proposed program for universal 
military training and service. 


13. Dr. Charles A. Thomas, chairman, Scientific Manpower Advisory Commitiee, 
National Security Resources Board 

(a) The committee . . . believes at present that the number 75,000 is about 
right for the Reserve Specialist Training Corps, as a military matter. 

(b) Senator CuapmaNn. Under this plan, Doctor, when these 75,000 students 
are carefully selected, it is true, is it not, that a much smaller proportion of them 
would fall by the wayside, going on through their college course, than is ordinarily 
the case with freshmen entering college? 

(c) Dr. THomas. Mr. Chairman, that is what the educational members of my 
committee tell me. That is true. 


B. PROFESSIONAL, LABOR, AND FARM GROUPS 
Dr. M. H. Trytten, Director, Office of Scientific Personnel of the National 
Academy of Sciences, National Research Council 
I am happy to see that the present bill recognized that these students should 
not be in military status. 
James B. Carey, secretary-treasurer, Congress of Industrial Organizations 
"The CIO strongly endorses the principle that military requirements should not 


interfere with the flow of trained engineers, scientists, doctors, social scientists, 
and those trained in the humanities. 


C. EDUCATIONAL GROUPS 
16. Karl T. Compton, chairman of the corporation, Massachusetts Institute of 
Technology 
The plans which were submitted to you by the Department of Defense give, 
in my judgment, appropriate recognition to the continuing importance of educa- 
tion and to the role which the colleges can play. 


8S. Rept. 117, 82-1 
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17. James P. Baxter III, president of Williams College and chairman of the com- 
mittee on manpower of the Association of American Colleges 
(a) If this bill is adopted, there will be an opportunity to return to college 
after a man has had 2 years’ training. Suppose he does not get in this group 
of 75,000 . . . suppose that he goes through with 2 years and 3 months, he will 
still have an opportunity to start in a lot of professional careers. 
(b) . . . I feel strongly that educators should not urge you to defer students 
to complete their college work, unless those students are working on an accelerated 
program. 


18. Harold W. Dodds, president, Princeton University 


(a) . . . I do endorse heartily the proposals which have been submitted to 
you. . . . No other proposal that I have seen or been able to dream up myself 
provides the element of long-term durability which I think is necessary, with a 
minimum of possible violence to higher education and the lives of young men 
generally. 

(6) From the standpoint of the colleges, this would offer a larger freshman class 
than otherwise, which will be very advantageous to the colleges by helping to 
balance their enrollments between the upper and lower years of college. A further 
“phase” element is that the plan is not to call more thart 450,000 18-year-olds 
during the first year. ; 

(c) . . . 1am utterly opposed to the general deferment of young men in college 
who are not preparing in these special essential branches. To make college a 
haven of refuge for even the brightest students in these broader fields not immedi- 
ately pointed to the defense effort would destroy their moral influence and capaci- 
ties as future leaders of our democracy. To protect a young man from the neces- 
sity of national service just because he happens to be bright and scholarly inclined, 
as some have suggested, would be bad for him and destructive of his leadership 
possibilities. 


19. Detlev W. Bronk, president of Johns Hopkins University, president of the Na- 


tional Academy of Science, president-elect of the American Association for 
the Advancement of Science 


(a) ...ITam.... in favor of the proposed program in the second instance, 
because it provides for furloughing or making possible the furloughing of 75,000 
men, men for the ROTC, and 50,000 for in-service training. . . . There is a 


great need for trained men in the operation of the armed services at the present 
time. 

(6) Whether they were in uniform or not in uniform, I cannot believe would 
make any particular difference to the universities, provided the universities had the 
opportunity to carry forward their educational program in the way in which they 
thought was most satisfactory. 


20. Ralph W. McDonald, National Education Association of the United States 

We strongly favor the provision suggested in section 6 (d) (1) that would author- 
ize the selection of at least 75,000 voung men annually for college study . . . The 
selected students should be free to enter accredited colleges and universities of 
their choice and pursue college programs of their choice in any of the recognized 
disciplines of American higher education. 


21. Dr. Leonard Carmichael, president of Tufts Medical and Dental Schools and 
member of the American Council on Education. 


A plan should be developed by means of which a limited group of students, 
possibly 75,000 or more, should be referred back to colleges of their own choice, 
so far as possible, for full education, after completing their basie training of not 
more than 4 months in the Armed Forees, The testing and selection of this 
group should be done by competent, professionally trained civilians. 

22. William G. Saltonstall, principal, the Phillips Exeter Academy 

I favor the provisions in the bill for deferment of 75,000 men per vear to engage 

in study or research in medicine, engineering, and the humanities. 
23. Leonard C. Smith, chancellor, Georgetown University 

Members of the Armed Forces, upon application and after a proper test 
of their capabilities, should be permitted to enroll in a college of his choice to 
pursue his course of studies upon which he would receive college credits and 
degrees. The college can adopt an acceleration program which would permit 
graduation in approximately 2% years. 
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24. A. Gundlach, Berea College, Berea, Ky. 

. . . We, the general faculty of Berea College, urge the adoption of a plan for 

deferment of college students. 
25, F. G. Macomber, dean, School of Education, Miami University 

immediately after reaching the age of 18 . . . men shall be inducted into 
the military, classified . . . tested for intellectual capacity, and then assigned, 
if qualified and requested, to the cooperative educational program. . . . Such 
men would be subject to a basic military training program of 3 months and 
conducted at a regular military camp or station during the first year following 
his eighteenth birthday. 
26. Association of American Universities 

(a) That from among those who have completed 1 year’s service the Armed 
Forces may select candidates to pursue Reserve Officers Training Corps courses, 
on condition that they be obligated to serve an additional 2 years upon comple- 
tion or termination of such courses. 

(b) . . . An appropriate percentage of inductees shall be designated as eligible 
to suspend their military service to take specialized training for professions and 
trades essential to the military needs of the Nation. 

27. Association of American Colleges 

‘e recommend that after basic training a substantial number of properly 
We I 1 that after | tr bstantial I f I 
qualified young men be furloughed to colleges of their choice for further educa- 
tion in all areas of learning before completing their required military service. 
Special consideration should be given to a Federal scholarship or loan program. 


28. Raymond F, McClain, president, Transylvania College 
Transylvania College supports resolution of the Association of American 
Colleges bearing on manpower situation. 
29. Association of Colleges and Universities of the State of New York 
. . Applicants for post high school training and education might well be 
required to meet certain standards imposed by a national test, as well as the 
admission requirements of accredited institutions. 


D. VETERANS ORGANIZATIONS 


80. Col. Edwin S. Bettelheim, Military Order of World Wars 
We are in favor unanimously of this bill. 


31. Harold Russell, National Commander, AMVETS 

. . . There is a basic need for the 4 months training, and . .. afterward the 
men should be submitted for training in the arts and sciences 
82. Bernard Weitzer, national legislative director, Jewish War Veterans of the 

United States of America 

We strongly support the provision for deferment of 75,000 persons annually to 
engage in study or research. 
33. Omar B. Ketchum, legislative director, Veterans of Foreign W 

. . A reasonable number of carefully selected students in medicine and the 

sciences should be given deferments. ... It is not anticipated that more than 
75,000 to 80,000 young men would be deferred yearly on those grounds. 


E. OTHER GROUPS 


34. Dr. Vannevar Bush, Commitice on the Present Danger 

(a) In the transition period, in order to keep a proper flow of scientifie and 
technical men, I feel we have to compromise and send some men direetly without 
camp training for that purpose. ... I feel sure—I think 75,000 . . . covers it. 
IT hope . . . it is less. : 

(b) My personal opinion is we should not attempt to put these fellows in uniform 
or that we should give any Federal subsidy for their education. 
35. Dunlap C. Clark, United States Chamber of Commerce 

The President should be authorized to release from active service, after basic 
training, 75,000 inductees per year to permit them to study or conduct research 
in medicine, science, engineering, and allied fields, subject to later military 
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service. ... College students in Reserve Officers Training Corps and similar 


units should be deferred if they agree to accept a commission upon completion of 
the course... . 


86. Gilbert F. White, Friends Committee on National Legislation 


Congress must specifically direct that institutions receiving such students be 
completely free of direct or indirect supervision by military authorities. 


87. Arthur L. Williston, Citizens Committee for Universal Military Training 


I am very definitely and unqualifiedly in favor of every feature of this bill. 
I think it is the most intelligent, comprehensive and valuable contribution that 
has been made to the people by Congress at any time. . . . No school or college 
that I know of claims to, even in two of its first years, offer training equal or 
comparable to the scientific foundation and training that the Army can furnish 
youth of special talent in 1 year, for example, in radar, aeronautics, ... ora 
score of other branches. 


TESTIMONY OPpPposING PROPOSALS 


Actually none of the witnesses were opposed to the basic idea of assuring a 
flow of students into educational institutions in the fields of science, engineering, 
medicine, and allied fields. The only differences being as to numbers and methods 
of accomplishing this, 


A. PROFESSIONAL, LABOR, AND FARM GROUPS 


1. Clarence E. Davies, secretary, the American Society of Mechanical Engineers, 
director of program of the Engineering Manpower Commission of |the Engi- 
neers Joint Council 

There is a present annual need of a minimum of 50,000 freshmen engineering 
students. .. . the provision in the bill by which a maximum of 75,000 persons 
to be selected annually for study or research in medicine, the sciencés, engineer- 
ing, the humanities, and other fields would appear to be inadequate. 

2. Paul H. Robbins, executive director, National Society of Professional Engineers 

(a) A proposal to restrict by law over a 3-year period the number of persons 
who can be released for study to 75,000 or for that matter, to any specific figure 
is of dubious wisdom. 

(6) Fifty thousand of this year’s engineering graduates have been absorbed into 


either Government or private employment .. . this number of graduates has 
proved far from sufficient for the country’s needs. 
(c) . . . the number of engineers needed in the next several years has been 


conservatively placed at a minimum of 30,000 graduates per year ... nearly 
double this number will have to enter the freshman engineering classes to pro- 
duce such a figure . . . nearly all the 75,000 students temporarily exempted 
under this bill would have to turn to engineering rather than to any other equally 
vital profession for the graduating classes 4 years hence to meet the conservatively 
estimated requirement of 30,000 engineers. 


8. Dr. M. R. Trytten, director, Office of Scientific Personnel of the National Academy 
of Sciences, National Research Council 

I am uneasy about the upper limit of 75,000. It must be recognized that this 
number will not yield a graduating class 4 years later of 75,000, but a number 
somewhat smaller than this due to attrition of one kind or another. The even- 
tual number of graduates may be as low as 50,000 . . . 75,000 must serve all 
needs, including the health fields, the healing arts, the sciences, and all other 
fields of training. 


4. Stockton Kimball, chairman of the Joint Committee on Medical Education tn 
Time of National Emergency 
To supply the students needed by the medical schools alone will require that 
at least 10,000 to 12,000 men enter college each year. . . . We understand 
that last year 50,000 engineers were graduated and were immediately employed. 
Thus the 75,000 would barely take care of the Nation’s needs in just these two 
areas. 


5. Dr. Harvey Stone, Johns Hopkins, member of the Council on Medicat Education 
i! Pp 


(a) . . . the provision of this obligatory 4-month period of basic training seems 
to me to have a good many objections to it. In the first place, how valuable is 
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that training going to be when the man becomes a commissioned officer 5 or 6 
years later. Certainly any immediate benefit in the way of physical hardening is 
gone. . . . It is an expensive provision. . . . It costs about $120 to just outfit 
and equip a man with his uniform, etc. . . . You keep him for 4 months in this 
highly questionable training and you keep 75,000 of them, according to this bill, 
in that program—you are just wasting several million dollars quite unnecessarily. 

(6) I think (that 75,000) is quite inadequate from all I can understand about it, 
and I believe that any specific number written in would be a mistake. 


6. Dr. Rudolph H. Friedrich, American Dental Association 

The Council on Dental Education of the Association estimates it is necessary to 
provide an annual reservoir of about 5,000 students from which to select the enter- 
ing dental class. . . . All of the dental schools in the country can admit a fresh- 
man class of 3,200. From this number about 2,800 will be graduated. .. . If 
5,000 or 6% percent of the 75,000 proposed withdrawals will be required to fill the 
dental schools alone, considering the needs of all the other educational groups also, 
this number should be expanded or a more definite policy of deferment should be 
followed. 

B. EDUCATIONAL GROUPS 


?. John Scott Everton, president, Kalamazoo College 

(a) I question seriously whether the allocation of such a meager number annually 
will adequately provide the trained manpower to meet the critical needs of this 
Nation including its international commitments in the years ahead . . . no 
Nation will remain strong that does not make adequate provision for leadership 
of all types— political, economic, religious, scientific, and in other fields of endeavor. 

(b) Seventy-five thousand men is completely unrealistic and inadequate. : 
Distributed among the universities and colleges of the country, it would average 
out to less than 100 men in each of our institutions. 

(c) Senator SaALTONSTALL. In other words, you think 75,000 ought to be a 
minimum and the more realistic figure would be 150,000? 

Mr. Everton. That is correct. 

(d) Is there much to be gained on insisting on a period of basic training before 
releasing them for their period of study in the colleges and universities? 
8. E. H,. Hopkins, Vice President, Washington State College 

(a) . . . The deferment of 60,000 to 80,000 college students from military train- 
ing and immediate duty would be seriously insufficient to meet present and future 
needs for trained specialists and leaders of whom there is a genuine shortage even 
at the present time. ... 

(b) . . . If the number of male college students were reduced to that number, 
the plan would, over the next few years, break the backs of a tremendously large 
number of our well-established and reputable colleges and universities, 


9. Ralph W. McDonald, National Educational Association 

(a) . . . A 4-month period of basic training would be largely wasted upon a 
young man who would not enter into active military service until years afterward. 

b) Senator Morse. Do you think I would be wrong, Mr. McDonald, if I said 
we could take judicial notice of the fact that a proposed 75,000 group would not 
begin to suffice in meeting those needs? 

Mr. McDona.p, Yes. Perfectly obvious. 
10. W. R. White, President, Baylor University 

(a) . . . a plan which will coordinate the resources of our colleges and univer- 
sities and the needs of our military services with the least possible injury to our 
youth, educational institutions, and social order would be most desirable. 

(b) As far as the 75,000, I would increase it . . . I think the figure you used 
a moment ago. Make that as a minimum and then set your maximum higher, 
one hundred twenty-five or one hundred fifty thousand. 


a deer Nicholas, Director, Osborn Zoological Laboratory, Yale University 


(a) . ... Up to 75,000 students now in college may have service postponed to 
varying degrees but entirely at the discretion of the President. To take care 
of minimum military needs this is totally inadequate. 

(b) . . .: the enrollment in engineering alone should be in the range of one 


hundred fifty to two hundred thousand men allowing only 20 percent increase for 
military needs. ... 

In addition to this, there must be provided manpower for the supply of chemists, 
physicists, mathematicians, geologists, biologists, and other specialists 
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(c) The dangerous minimum of 320,000 is needed for technical and specialized 
training alone. 


12. Charles E. Odegaard, Executive Director, American Council of Learned Societies 

I question only the wisdom of establishing by law a fixed ceiling of 75,000 
men annually. . . . It would seem wiser to remove the ceiling, leaving the exact 
figure entirely to administrative determination, or providing if anything a mini- 
mum rather than a maximum. 


SuMMARY OF ARGUMENTS ON EpUCATIONAL DEFERMENTS 
FAVORING DEPARTMENT OF DEFENSE PROPOSALS 


1. In view of our military needs, we cannot afford to defer more than 75,000 
students each year. 

2. In addition to the deferment of 75,000 freshmen each year, the ROTC 
programs will be accelerated so that as many as 90,000 each vear will attend 
school under Army, Navy, and Air Force ROTC programs. Also, as many as 
50,000 men from the Armed Forces may be sent to school each vear. 

3. Students in high school and college will be permitted to finish their school 
year before they are inducted. 

4. The total number of graduates from colleges and universities will not be 
drastically cut due to the fact that the 75,000 students will be selected by a 
. highly selective test which will result in a much smaller proportion of young men 
being dismissed from college for scholastic reasons. 

5. Men cannot be adequately trained at colleges since the necessary military 
facilities and supervision will be absent. 

6. The 3-year limit on the program of deferment is justified by the fact that 
after 3 years the first group inducted will be returning to school. 


OPPOSED TO DEPARTMENT OF DEFENSE PROPOSALS 


1. There is a need to defer far more than 75,000 men per year. 

(a) Far more than 75,000 must enter as freshmen each year in order to secure 
75,000 graduates 4 years later. 

(b) 5,000 predental students, 4,000 pharmacy students, 10,000 premedical stu- 
dents, and 100,000 engineering students must enter college each year to secure 
the necessary graduating class to meet our national needs. This totals 119,000 
entering students per year without taking into account the other necessary groups. 

2. The proposed student deferment should be made permanent rather than 
for only 3 years. 

3. The 4-month period of training to be given prior to education is wasteful in 
time and money since the training can be of little value to men who would not 
use such training for 3 or 4 years. 

4. If no more than 75,000 are deferred yearly, a large number of our well- 
established and reputable colleges and universities will be broken. 


CoLLEGE ENROLLMENTS 


Table I shows the estimated number of students that would be enrolled in each 
class in college in the years 1951 to 1954, inclusive, on the basis of no blanket 
deferments for any class and the inclusion of 75,000 trainees per year. For pur- 
poses of comparison, table II is enclosed. The second table is identical with table 
I, except that it adds estimates of the number of students that would be enrolled 
if all persons presently eligible to be drafted from this year’s junior ana sophomore 
classes were deferred, and one-half of those eligible for induction from this year’s 
freshman class were to be deferred. 
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TaBLe I.—Tentative projection of number of full-time male undergraduates in each 
college class (freshman-senior), on the basts of no blanket deferments, 1951-54} 


[Federal yea Agency, Office of Education, Research and Statistical Service, Feb. 7, 1951] 


| | : l j 
| | Total 
| | | full- 4-year 
| : time | male 
, | | Fresh- Sopho- : ctia : . 
par | Cc , niors | Seniors ale eg 
Year | Somponent | “men mores | Juniors | Senior — college 
| | grad- uates 
| | | uate 
| | ' 
qi) | (2) | @ | (4 } (5 (6 (7 8 
meee biptenathesinniteepiniisuiisiatilinmntinas sii coeinieeaieesdi ada eee = ie ee 
1950-51 | ones ans of World War II | 58,000 | 100,000 | 125,000 | 140,000 
V-F's | 25,000 15, 000 10, 000 15, 000 
| ROTC : 65.000 | 52,000! 44.000! 40,000 
| Total. ... 148, 000 "167, 000 179, 000 195, 000 689, 000 187, 400 
1951-52 | Veterans of World War II } 25,000 | 46,400} 88,000 119, 000 
| IV-F’s | 26,000 17,500 | 12,000 9, 300 
75,000 selected wy. | 75.000 |_- 
EE awakaa ae a ok 90, 000 58, 500 50, 700 42, 900 
| ‘ ie : 
Potel. ... : : 216,000 | 122,400 | 150,700 | 171,200 | 660,300 166, 100 
| = 
1952-53 | Veterans of World War II.. d 20, 000 40, 800 83, 600 
IV-I’s | 26, 000 18, 200 14, 000 11, 200 
| 75,000 selected __- . ; 75, 000 67, 500 
ROTC nates ee 90, 000 81, 000 57. 000 49, 400 
Total. .... : eee | 191,000 | 186,700 | 111,800 | 144,200 | 633, 700 140, 100 
1953-54 Veterans of World War II_-__- | | 17, 600 38, 800 : 
IV-F’s__.- Pos sttanat 2eee) 28:300 14, 600 13, 000 
75,000 selected. ; -____| 75.000 | 67, 500 65, 800 
ROTC mated 5S rele aa | 90,000 $1,000 | 79,000 77, 000 
aaa < ; 
Total_.............--..-.-| 192,000 | 166,700 | 177,000 | 128,800 | 664, 500 125, 200 


| The figures above do not include any estimate of the number of returning servicemen who may go to 
college after completion of their term of duty. Estimates for this group are very difficult to make; but it is 


not anticipated that this group will be of much numerical importance until the academic year 1954-55 
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Taste II.—Tentative projection of number of full-time male undergraduates in each 
college class (freshman-senior), classified according to draft status, 1951-54) 


wot Security ents Office of Education, Research and Statistical Service, Feb. 7, 1951] 



































| | | 
| Total 
| full- 4-year 
, Fresh- | Sopho- | nics A ieeteee A. cee male 
Year Component men mores | Juniors | Seniors | male college 
| | | under- grad- 
| | grad- uates 
| | uates 
| | | 
(1) (2) (3) (4) (5) (6) (7) | (8) 
' | 
7 7 ee ee ce ed erat 
1950-51 | Veterans of World War II___-_-. 58,000 | 100,000 | 125,000 | 140,000 | 
DWM di cbadbcdneake iweb ases 25, 000 15, 000 10,000 | 15,000 |} 689, 000 ~ 
ee att OS SS a oa 65, 000 52, 000 44,000 | 40,000 | 
Draft-eligible..........---------- 148, 000 87, 000 44,000 | 91, 000 | 370,000 | 
| 
eiadieiteteniadom ha caida 
BE cnaiteeenccaieee 296, 000 254, 000 | 223,000 | 286, 000 ) 1, 0: 59, 000 274, 700 
1951-52 | Veterans of World War II_......|{ 25,000} 46,400 | 88,000} 119,000 |) | - 
I entire aha elas oak Satie ao cca |} 26,000 17, 500 12, 000 | 9, 300 | gen 300 | 
| 75,000 selected...............-.-. oe Ba e a hegre 
ROTC... SLIME SE | 90, 000 58, 500 50,700 | 42,900 | 
Draft-eligible......-............. iia tek aa 74,000 | 69,600 | 40,900 | 184, 500 | = 
nantes — — a | } . i— — 
SE FE din nog eitaticcnniit 216, 000 196, 400 | 220,300 | 212, 100 | 844,800 | 205, 300 
1952-53 | Veterans of World War II... oy 20,000 | 40,800 | 83, 600 | 
PE Cicebadenihideiiidawarpintlaniehsiel |) 26,000 18, 200 14,000 | 11, 200 }t ga4 a9 
75,000 selected_...-...------ a 75, 000 Be Nene ienis | ; ne rae geen eeeene® 
CIEE ented: wien toads: 90, 000 81, 000 57,000 | 49, 400 | | 
Re ini kc kiddie cn cada sees Ss Siva lleeciniel 59, 200 64,700 | 123,900 | 
pO Be + 191, 000 | 186,700} 171,000 | 208,900 | 757,600 | 202, 200 
| j = — = <= === : = 
1953-54 | Veterans of World War IT_..---- eS .| 17,600} 38,800 
| IV-F’s. -_...-|} 27,000 | 18,200 | 14,600 | 13,000 4.5 
75,000 selected __ PET --|] 75, 000 ct 500 65, 800 |__- 068, oUt “ 
| Rue w.... ml Pees et ,000 | 79,000 | 77, 000 ~ 
| Draft-eligible....-....---------_- | | 55,000 | 55,000.|-..-...-. 
ieinh opioeeilat Acmentoatiscentel teiienaiioninotele BW a omeaere eee 
Re acess tie _.--| 192,000 ooo | 1 6, 700 | 177,000 | 183,800 | 719, 500 be 178, 000 





The figures above do not include any estimate of the number of returning srevicemen who may go to col- 
- ye after completion of their term of duty. Estimates for this group are very difficult to make; but it is not 
anticipated that this group will be of much numerical importance until the academic year 1954-55, 


EFFECT ON ROTC PROGRAMS 


Under this bill, a person selected for enrollment or continuance in 

college ROTC or similar program, and who agrees in writing to 
accept a commission, if tendered, to serve not less than 2 years on 
active duty, and to remain a member of a Re gular or Reserve compo- 
nent until the eighth anniversary of receipt of a commission (less 
period of active service), may be deferred from cada tion for training 
and service until after comple tion of the course of instruction, pro- 
viding that he has completed a period of training equivalent to that 
given in basic training, and so long as he continues in a Regular or 
Reserve status upon being commissioned. In addition, the bill 
would affirmatively authorize establishment of officer candidate train- 
ing programs so as to afford personnel who are not selected for one 
of the other available programs an opportunity for attaining com- 
missioned status while on active duty. 

The proposed bill would enlarge the present ROTC exemption to 
include Midshipmen, Merchant Marine Reserve, United States Naval 
Reserve, and Cadets, United States Coast Guard Academy, as well as 
students enrolled in an officer procurement program at military 


colleges, the curriculum of which is approved by the Secretary of 
Defense. 
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This bill does not in any way curtail or restrict the present ROTC 
programs. In fact, the Department of Defense anticipates that the 
annual entering class of ROTC students will be increased from the 
present total of about 70,000 to 90,000 by the school year 1951-52. 


INTEGRATION OF MILITARY TRAINING WITH THE NATION’S EDUCA- 
TIONAL SYSTEM 


It is the belief of the committee that the program, as outlined, 
represents the maximum proper integration of military training with 
the Nation’s educational system. The committee does not feel that 
the Nation’s institutions of higher learning should be transformed into 
military training camps. In an enforced marriage of military disci- 
pline and academic freedom, it is unlikely that the freedom of the 
classroom would long survive. Relying upon our colleges and uni- 
versities to train the men now needed for our Nation’s defense would 
be uneconomical, inefficient, and ultimately costly to the Nation’s 
intellectual progress. 


THE NECESSITY FOR UNIVERSAL TRAINING AND SERVICE 


The committee believes there is a clear necessity for a program of 
universal military training and service. 

It is the committee’s particular belief that the necessity for defend- 
ing this Nation is not an obligation to be fulfilled by only a select few 
of the Nation’s young men. The duty of bearing arms in defense of 
the Nation isa universal duty. Therefore, we believe that universality, 
not selectivity, should be the basis of the assignment for military duty. 

The urgencies of the present moment are such that it is not feasible 
totally to adopt the principle of universality. Because we have not 
had a reservoir of men trained either for military duty or duty in 
civilian occupations which was considered adequate for maintaining 
our all-important productive superiority, a certain degree of selec- 
tivity has been necessary. For example, to safeguard the Nation 
against exhaustion of the supply of doctors, it has been necessary to 
provide broad authority for local boards to defer men now training 
to be doctors, so that they may complete their medical training. 

In no instance, however, does the bill permit individuals or groups 
totally to escape the obligation for military service. Those men who 
enter the college training program, for example, must complete basic 
training before or during their college training. Upon completion of 
their college training, these men are still obligated to complete the full 
term of military service required of all young men inducted. 

There is no sanction or opportunity for “draft dodging” in the pro- 
visions of this bill. 

Eventually, as the needs of the moment are met, the committee 
feels that it should be the policy of the Nation to apply the require- 
ment for military training service on a strictly universal, impartial 
basis of age. For this purpose, the bill provides that when the inter- 
est of national security permits, a program of universal military train- 
ing and service should be instituted. This will assure us of a constant 
reservoir of trained men for our Reserve forces. 

The penalty and jeopardy of peace-loving nations is that the poten- 
tial aggressor always holds the advantage of the initiative. Thus, 
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the United States must mount its defenses on a basis that will find us 
equally strong whether the show-down comes this year or 20 years from 
now. The only way we can maintain a military posture of the kind 
that is required without a huge standing army and a ruinous drain 
on our economy is by revitalizing our National Guard and the Reserve 
components. Universal military training and service will assure a 
steady flow of trained young men into the National Guard and 
Reserve components and thus make possible the enduring strength 
we need, with minimum dissipation of our productive energies. 

This will have the effect of preserving our civilian institutions by 
keeping our economy healthy, allowing greater orderliness in our 
planning of education, science, industry, and agriculture, while 
holding our professional Military Establishment to the smallest 
number consistent with our national security needs. It will have the 
further effect of permitting a rapid expansion of our active strength 
in a sudden emergency through the recall of trained reservists to 
military duty, rather than relying on inductions of large numbers of 
completely untrained men. 

The knowledge that our defenses would be in a state of constant 
alert, and that the cost of the total program would be within our 
eapacity to support, would be a major deterrent to further aggression 
on the part of our potential and present enemies. The removal of 
any basis for doubt of our intention to remain strong would be a 
potent spur toward peace in the world. 

Because universal military training and service is democratic in 
concept and democratic in application, it is necessary that the fullest 
practicable measure of civilian interest and guidance be provided in 
the administration of the program. To this end, the bill provides, 
effective at such time as the President, upon recommendation of the 
Secretary of Defense, finds that such order is justified by the strength 
of the Armed Forces in the light of international conditions, that the 
President may issue an Executive order which will eliminate all periods 
of active service but will retain the requirement for initial basic mili- 
tary training. At, or somewhat prior to, that time, the President is 
authorized to establish a National Security Training Commission. 
The manner in which the Congress retains its control over the adjust- 
ment or shortening of the periods of training or service is discussed in 
section (m) of the section-by-section analysis. 

This Commission, which will be composed of five persons to be 
appointed by the President, by and with the advice and consent of 
the Senate, will consist of three civilians and two active or retired 
members of the Regular components of the Armed Forces. This will 
assure that the universal training program will be under predominantly 
civilian control and supervision. 

The National Security Training Commission will, subject to the 
direction of the President, establish policies and standards with respect 
to the conduct of initial basic military training (including the moral, 
religious, recreational, informational, and educational phase of such 
training). It will also, subject to the direction of the President, 
designate the Federal departments and agencies which will carry out 
such training, and all departments and agencies so designated are 
required to carry out such training in accordance with the policies 
and standards prescribed by the Commission. Men who, at the time 
the universal training program goes into effect, have not attained 








d us 
rom 
<ind 
rain 
arve 
re a 
and 
1th 


; by 

our 
‘hile 
lest 

the 
eth 
3 to 


s of 


tant 
our 
sion 
1 of 


e a 


+ in 
lest 
1 in 
des, 
the 
ith 
the 
iods 
nili- 
it is 
ion. 
ust- 
d in 


be 
t of 
ired 
will 
itly 


the 
ect 
ral, 
uch 
ant, 
out 


are 
cies 
ime 
ned 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT oo 


their nineteenth birthday, and are not members of the Armed Forces, 
shall be liable for basic military training for a period of not less than 
4 months and not more than 6 months. The committee considered 
including details as to the term of service, salary, and other refine- 
ments relating to the Commissioners. However, due to the fact that 
the Commission probably will not be appointed for a number of 
years, due to the further fact that some of the members of the Com- 
mission may be retired military personnel subject to the dual com- 
pensation status, and due also to the fact that future salary scales 
are difficult to predict, the committee felt that these problems should 
be solved administratively, or by supplementary legislation. 

The bill also provides for the establishment of different pay schedules 
for men inducted under the military-training program in the post- 
emergency period, as against those that would prevail now. Bee ause 
all enlistees and all inductees are at the present time and will in the 
immediate future be sharing the same barracks, training assignments, 
and doing the same service, they should receive the same pay. Any 
discrimination in compensation would be impossible to justify under 
these circumstances. 

However, when the program becomes purely one of training, with 
no obligation for active service, after the training, the bill provides 
that the monthly rate of pay for trainees may be cut to $30. This 
would mean substantial economies in the operating cost of the program 
for a nonemergency period. The dependents of trainees will receive 
the same benefits as the dependents of persons in the lowest enlisted 
pay grade. 

The committee believes it is pertinent to observe that a planned, 
organized, orderly universal training and service program can provide 
infinitely superior protection for the character and welfare of our young 
men than conditions prevailing in periods of hurried mobilization. It 
is better to have our young men trained under a program dedicated and 
organized to the express purpose of considering their youth and welfare, 
than to throw them into the military service during periods of emer- 
gency when no well-planned consideration can properly be given to 
any demand other than that of transforming the men rapidly into 
qualified soldiers as rapidly as possible. 


THE NECESSITY FOR OBLIGATORY RESERVE SERVICE 


The committee believes that it is necessary to require that service 
in the Reserves be obligatory for men who have completed their reg- 
ular training and service. 

To realize fully the benefits of universal military training and 
service, it is necessary to retain a commitment on the services of 
the young men who receive that training. Furthermore, it is wasteful 
to the national strength to maintain a Reserve force only at the whim 
and preference of individuals. 

Essentially, the requirements of national strength are twofold: 
(1) A minimum armed force in being, and (2) a maximum Reserve 
force in a state of readiness. The larger and more effective our 
Reserve force, the smaller we can permit our standing force to become. 
It is in the interest of our national economy to assure a large and 
effective Reserve at all times. 

Under this bill, persons inducted into the armed force for 26 months 
would be required to serve in the Reserve for a period of approximately 
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6 years after completion of their tour of active duty. This time require- 
ment could be reduced by service in the National Guard or in other 
organized units of the Reserve components. 

t will be noted that under the 1948 act if a member of the Reserve 
serves in an organized unit, he can reduce his Reserve service to 3 
years. In the unorganized Reserve, he is obliged to serve 5 years. 
The present bill is so written as to permit the President to reduce the 
period of Reserve service based upon the degree of participation in the 
Reserve activities, thus accomplishing the objectives of the 1948 act, 
but allowing a much greater degree of flexibility in meeting the re- 
quirements of special programs. 

The committee recognizes that our Reserve program since World 
War IT has not been adequate or realistic. We have requested that 
the necessary corrective action be taken and have received assurances 
that a new program is being prepared by the Department of Defense 
and will be submitted in the near future. 


THE NECESSITY FOR MAINTAINING NATIONAL GUARD STRENGTH 


The committee believes that it is necessary for the national security 
to maintain an adequate strength for the National Guard. 

Section 1 (d) of the Selective Service Act of 1948 contained a con- 
gressional declaration to the effect that it is essential that the strength 
and organization of the National Guard, both ground and air, as 
an integral part of the first line of defenses of this Nation be at all 
times maintained and assured. The Department of Defense favors 
retention of this declaration in the present law. The committee 
agrees that this national policy should be continued. 

The act of 1948 contained two provisions which, in effect, permitted 
special deferments for National Guard groups. The first was a 
provision which exempted from training and service under the Selec- 
tive Service Act persons who on June 24, 1948, were members of 
organized units of the Reserve components, including the National 
Guard and the Air National Guard. No change is made in this pro- 
vision, except to change the date to February 1, 1951. 

An additional provision in the 1948 act provided that in those cases 
in which the governor of any State determined, and issued a proclama- 
tion to such effect, that the authorized strength of any organized unit 
of the National Guard of his State could not be maintained by the 
enlistment or appointment of persons not liable for induction under 
the Selective Service Act, individuals who had not yet reached the 
age of 18 years and 6 months could by enlisting or accepting appoint- 
ments in the organized units of the National Guard or Air National 
Guard of that State be deferred from training or service under the 
Selective Service Act so long as they continued to serve satisfactor ily 
as members of such unit. The Department of Defense recommended 
this provision apply only to those already in the guard, and not to 
those under 18% who might come in after passage of the bill. The 
National Guard, however, earnestly urged that it was essential to its 
continued existence that it be permitted to accept men under 18% 
years old until such time as the Secretary of Defense found that ade- 
quate numbers of trained personnel were available to enable the guard 
to maintain its authorized strength. 
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The committee feels that the best interests of the country, and of 
the National Guard as well, will be served by permitting the guard 
to maintain its authorized appropriated strength at all times. Accord- 
ingly this legislation allows the guard to accept men under 18%, who 
have not received induction orders, until the Secretary of Defense 
makes the finding that the guard’s authorized appropriated strength 
can be maintained from the pool of available trained personnel. 


VII. Discussion oF OTHER PROVISIONS OF THE BILL 
CALL OF RESERVE AND RETIRED PERSONNEL TO ACTIVE DUTY 


The Selective Service Act of 1948, as amended by Public Law 599, 
Eighty-first Congress, authorizes the President, until July 9, 1951, to 
order, with or without their consent, members of the Reserve com- 
ponents of the Armed Forces, and retired personnel of the Regular 
Armed Forces, into the active military or naval service, for periods 
of not to exceed 21 months. 

The Department of Defense recommended that this authority be 
extended to June 30, 1953, and be amended to provide for a longer 
period of service instead of the present 21-month period. In addition, 
it was recommended by the Department of Defense that the present 
authority to induct physicians, dentists, and allied specialists, which 
authority expires July 9, 1951, be extended to June 30, 1953. The 
committee approves these proposals as incorporated in the bill. 

Military representatives of the Army, Navy, Air Force, and Marine 
Corps unanimously testified that the 21-month period is inadequate 
for the needs of the service under present-day conditions. In calling 
Reserves and retired personnel to active duty, the period of service 
must be long enough to provide efficient use of such personnel. The 
committee believes that present exigencies require that this recom- 
mendation of the Department should be accepted. 


APPORTIONMENT OF VARIOUS PHYSICAL AND MENTAL PROFILES AMONG 
THE SERVICES 


Under the present law, the Secretary of Defense is authorized to 
prescribe standards for determining physical and mental fitness of 
persons inducted. However, a certain latitude is afforded the various 
services, in that the inductee must, in addition, be acceptable to that 
particular service. The bill is so worded as to place this responsibility 
more clearly in the hands of the Secretary of Defense. In addition, 
the Secretary of Defense has assured the committee that he intended 
to impose a firm requirement that each service receive a fair share of 
the various physical and mental profiles secured by enlistment as 
well as induction. This would insure a balanced distribution among 
the Army, Navy, and Air Force of men with the qualities needed for 
leadership and for maximum combat effectiveness. ‘The committee 
has, in reliance upon such assurance, not inserted such requirements 
into the bill. We will, however, watch with interest the development 
and operation of these proposed directives. 
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EXTENSION OF ENLISTMENTS 


Public Law 624, Eighty-first Congress, provides that until July 9, 
1951, the President is authorized to extend all enlistments in any 
component of the Army, Navy, Air Force, and Marine Corps for a 
period not to exceed 12 months. That law was approved July 27, 
1950, as an emergency measure to prevent a reduction of our Armed 
Forces as a result of termination of enlistments at a time when an 
expansion of the Armed Forces was necessary. 

Authority further to extend enlistments is as urgently needed today 
as it was when Public Law 624 was enacted. It is essential that the 
Armed Forces retain as many of its experienced personnel as is 
possible during this current emergency period of rebuilding the 
military forces. This action has the effect of adding an equivalent 
of 84,000 men to the manpower pool in fiscal 1953 and of 63,000 in 
fiscal 1954. 

The bill provides that the authority of the President to extend 
enlistments under Public Law 624 be continued until June 30, 1953, 
together with the proviso that no person shall have his period of 
enlistment extended for more than 1 year. In the absence of a further 
deterioration of world conditions, it is considered fair and equitable 
that the enlistee not be subject to involuntary extension of his enlist- 
ment for more than 1 year. 


ENLISTMENT OF ALIENS IN THE REGULAR ARMY 


The bill contains a provision increasing to a maximum of 25,000 
a year for a period of 5 years, the number of aliens who may be accepted 
for 5-year enlistments or reenlistments in the Regular Army. This is 
an amendment of Public Law 597, Eighty-first Congress, which estab- 
lishes a ceiling of 2,500 for alien enlistments or reenlistments. 

Responsible congressional, civilian, and military witnesses testified 
that aliens of a type who w ould be of great value to our services are 
available, and are anxious to enlist. T he screening processes required 
under the present law are most meticulous. Also, the enlistment 
term is 5 years. As a consequence, the committee agrees that every 
advantage should be taken of this pool of potential manpower. 

To insure that this provision is not regarded as a substitute for our 
own responsibilities and efforts, this portion has been written as a 
separate title of the bill. 


VIIL. ADMINISTRATION RECOMMENDATIONS 


The administration recommendation submitted by the Department 
of Defense was revised by the committee in several respects. The 
most significant are the following: 

Lower the registration age from 18 to 17—not adopted by the 
committee. 

Permit the induction of 18-year-olds for service without first 
utilizing the 19-26 pool available to the local board concerned— 
not adopted by the committee. 

Civilian control of the military training program—changed by 
the committee to conform to the concept of the Compton Com- 
mission. 
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Selection of the 75,000 students authorized for special study 
and research—clarified by the committee by providing that se- 
lection be made by a commission appointed as prescribed in the 
bill, and on a competitive basis. 

The program for the rehabilitation of certain of those young 
men who are not now physically qualified to enter the Armed 
Forces was not adopted by the committee due to the fact that 
no adequate plan was presented by the Department of Defense 
or the Administration. 

The letter of the Secretary of Defense to the chairman of the Pre- 
paredness Subcommittee, dated January 17, 1951, is hereby made a 
part of this report. 

Tue SECRETARY OF DEFENSE, 
Washington, January 17, 1951. 
Hon. Lynpon B. JoHnson, 
Chairman, Armed Services Preparedness Subcommittee, 
Committee on Armed Services, United States Senate. 

My Dear Mr. CuHarrMan: There is forwarded herewith a draft of legislation to 
provide for the common defense and security of the United States and to permit 
the more effective utilization of manpower resources of the United States by 
authorizing universal military service and training, and for other purposes. 

This bill would establish a program of universal military service and training; 
it would lower the minimum age for induction into the armed services from 
19 years to 18; it would extend the period of service for those inducted from 21] 
months to 27, and it would add 1 year to the enlistment period of all men whose 
original enlistments were scheduled to expire during fiscal years 1952 or 1953. 

This is the principal proposal in the Department of Defense legislative program 
for 1951. The principles embodied in this legislation have the approval of the 
President, the Bureau of the Budget, the Director of Selective Service, and all 
the civilian agencies concerned with manpower problems. Its prompt enactment 
by the Congress is urged by the Secretary of Defense and the civilian and military 
heads of all the Armed Forces. 

Purpose of the legislation: 

In the judgment of the Department of Defense, this bill represents the best 
way to meet our immediate need for expanded fighting forces and, at the same time, 
provide an enduring base for our military strength. Any program that fails to 
accomplish both these objectives, at a cost we can support, will be inadequate to 
guarantee our own security or to contribute to the establishment of lasting peace. 

We are confronted with a world situation of such gravity and such unpredict- 
ability that we must be prepared for effective action, whether the challenge comes 
with the speed of sound or is delaved for a lifetime. lo contin to put our 
reliance on our forces in being without making provision for a dependable civilian 
reserve of trained military manpower would put a crushing burden on the pro- 
ductive economy that is the basis of our national strength. 

What we need, and what this bill would provide, is the assurance that we would 
be able to build up our combat forces with all possible speed and that we would 
be able to maintain whatever strength might be needed for as long as might be 
necessary to insure world peace. Through the authorization of a permanent sys- 
tem of universal military service and training, we could achieve these ends with 
minimum cost in men and money and with the least necessary dislocaton of 
industry, agriculture, education, and family life. 

The bill would make it the national obligation of all physically fit young men 
reaching the age of 18 to undergo military service and training and to follow that 
service with a specified term of duty in a Reserve component. ‘The obligation to 
serve would be universal, but care would be taken in the first vears of the program 
not to bring in 18-vear-olds so rapidly that they could not make a useful contri- 
bution to our immediate military strength. As part of this orderly introduction 
of universal military service and training, effort would be made to confine initial 
calls to those closest to their nineteenth birthday. This would insure the greatest 
fairness in the way we put the plan into operation 

Under the bill, moreover, no vouth under t! 
with less than 4 months of training. This would virtually rule out, except in a 
dire emergency, the probability that any young man brought into service in the 
early years of this program would go into a combat area before he was 19. How- 
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ever, it is our strong fear that writing into the law a specific prohibition against 
sending men out of the United States before their nineteenth birthday would 
cripple the services in meeting a sudden, ruthless, and violent action by our 
possible enemy. 

Experience in both World Wars has shown that men of 18 are among our 
bravest and best fighters; they have a strength and spirit that is both a support 
and an inspiration to their comrades-in-arms. But if they are to make their 
full contribution to our defense efforts, we must make certain that they receive 
adequate training and that they then be allowed to take their rightful place 
as a mainstay of our fighting forces, to the extent that the national interest requires. 

In the present period of urgent need for enlarging our combat potential, those 
who were brought into the universal military service and training program would 
serve for a total period of 27 months, of which at least 4 would be devoted to 
training. As soon as the need abated, the President would have the right to cut 
down the service requirement and eventually to eliminate everything, except 
training. There would remain at all times an obligation that these young men 
reaching 18 devote from 4 to 6 months to training so they could be fitted into 
Reserve units and thus give us a durable layer of military protection that would 
survive the alternate moods of public alarm or complacency. 

The suggestion that the term of service and training be longer than the present 
selective-service period of 21 months is based on the unanimous opinion of the 
Army, Navy, Air Force, and Marine Corps that 27 months is the shortest period 
of service that is consistent with national security in this period when so much of 
our effort and our personnel must be devoted to the training of men entering 
military duty for the first time. 

It takes so long and requires such an outlay in both funds and training personnel 
to impart the basic military skills required in our highly mechanized military 
forces that the release of men in less than 27 months at this crucial stage of world 
history represents a major element of military weakness. The proposal that the 
total term of service be 27 months would apply not only to those coming in under 
universal military service and training, but also to those under selective service. 
Under the present 21-month term, men return to civilian life just at the point 
when their military usefulness becomes greatest. The Chairman of the Joint 
Chiefs of Staff, General Bradley, has estimated that we would gain nearly 50 
percent in practical utility by the extra 6 months of service we recommend. 

We recognize that 6 months is a long time in the lives of our young men. We 
make this recommendation for longer service only because we believe it is impera- 
tive to the attainment of the combat readiness we need in the tense months and 
years that lie ahead. 

It is the recognition that our plans must be as dependable over the long haul as 
they are in the next year or two that makes the Department of Defense so em- 
phatic in its belief that universal military service and training should be enacted 
without delay. We do not contend that there is no other way to meet the imme- 
diate manpower goals of the armed services, but we do insist that there is no 
other method that answers our immediate and our long-term needs with the same 
degree of certainty, the same economy, and the same regard for the total needs 
of our country, both civilian and military. 

Since Washington first tried to win congressional approval for a program of 
universal training 150 years ago, our military effectiveness has been hampered 
and our survival as a Nation imperiled by the lack of trained reserves. Our 
desire for peace has caused us to throw aside our military strength before peace 
was secure, and the result has been to encourage aggression and war on the part 
of our potential enemies, 

Universal military service and training represents the most effective, economi- 
val, and democratic answer to this problem. It avoids the necessity for main- 
taining over the years a large standing Army, Navy, and Air Force and thus 
contributes not only to a Military Establishment that is within our capacity to 
sustain but also keeps intact our American tradition of holding the professional 
military forces to the lowest level compatible with our security. 

This is the time to give convincing proof both to those who hate us and those 
who look to us as a citadel of liberty that we have adopted a military posture 
that we can and will maintain for as long as it may be needed, on a basis that 
guarantees equality of sacrifice and that will not impose a ruinous financial drain 
on our productive energies. 

We feel that the year between a young man’s eighteenth and nineteenth birth- 
days is the proper year in which to begin fulfilling the obligation for service this 
bill would establish. This is the age that would entail the least upset in the life 
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of a young man and the smallest dislocation of education, industry, and family 
ite. 

At 18 most young men are finishing high school and not yet embarked on 
college or a life work. Few have married, and even fewer have children. They 
are at a transitional stage in their careers. We do not minimize the hardship it 
causes them or their families to have these young men enter military service, but 
this hardship is substantially less than that involved in calling in men after they 
have their roots more deeply fixed in jobs, higher education, and family or 
community affairs. 

We would be operating too closely to the danger line if we had to satisfy our 
present military manpower ceiling of 3.5 million men with no changes in the 
present selective-service law, other than a 27-month period of service and a l-year 
extension of enlistments. Any rise in casualties or any worsening of the military 
situation that forced an upward revision of our strength requirement would wipe 
out the safety margin and jeopardize attainment of the needed force. 

It would, of course, be possible to call up husbands and fathers among the 
nonveteran group between the ages of 19 and 26, but the social damage of such 
a call would be incalculably greater than that involved in calling 18-year-olds, 
very few of whom have dependents. It would also be possible to ask congres- 
sional authorization to recall veterans, but no one could seriously argue that it 
was fair and democratic to recall those who have already given so much to the 
service of their country while these younger men remained immune from duty. 

We feel that broadening the liability for service to take in 18-year-olds is not 
only necessary and just but, also, it will make it easier for us to build our mili- 
tary strength to the required levels with minimum disruption of the industrial, 
agricultural, scientific, and educational resources that play so substantial a part 
in our greatness as a Nation and a force for world betterment. 

We recognize that there can be no long-range security for America in a pro- 
gram that denudes our industries and farms of skilled technicians or that inter- 
feres with our preeminence in science and general education. The proposed legis- 
lation contains specific safeguards intended to keep our colleges, laboratories, and 
industries healthy. Moreover, the calling up of 18-year-olds will considerably 
increase our ability to recommend deferments in the 19 to 26 group for men who 
possess skills that are essential to the promotion of high industrial and agricul- 
tural production or who are pursuing courses of study in fields of vital importance 
to both our civilian and military economy. 

In recognition of the democratic principle that all military undertakings should 
have civilian understanding, interest, and support, provision is made for the 
appointment of a committee of distinguished citizens to advise the President on 
administration of the universal military service and training program and the 
welfare of men inducted under it. Similarly, all procedures for selecting students 
to be deferred and for supervising any program of national scholarships that 
might be set up to insure fullest equality of educational opportunity would be 
in the hands of civilian experts, rather than the military authorities. 

We are mindful that the principle of equal obligation requires that every young 
man who can be effectively used in the Military Establishment participate in the 
program. Accordingly, we ask the Congress to consider the establishment in @ 
civilian agency of a plan to assist in the rehabilitation of those who suffer from 
minor physical handicaps and who are desirous of making their contribution to 
the national welfare through induction into this program. 

It is our conviction that this bill will give our country the maximum return 
in security for every dollar we invest in a military program that may have to be 
maintained at a high level for years to come. 

We feel that it represents the practical way to put into effect an enduring 
program for the protection of our country and the defeat of aggression—a plan 
that is geared both to our immediate and long-term problems and that can be 
sustained with minimum strain on our human and industrial resources. Its 
adoption will be a major contribution to the strengthening of the country and 
the attainment of stability and peace in the world. 

Respectfully submitted. 

(Signed) Grorce C. MARSHALL, 


S. Rept. 117, 82-1——-5 
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Section LX. Secrion-BY-SECTION ANALYSIS 
SECTION 1 


(a) Changing the title of the present Selective Service Act 

This subsection changes the name of the Selective Service Act of 
1948 to Universal Military Training and Service Act and revises the 
declarations of intent in the present Selective Service Act in order 
to be consistent with the purposes of the bill. In general, the act 
contemplates a training period of prescribed length followed by a 
period of service. Hence, the proposed legislation is a combination of 
universal training with universal service. 

(b) This subsection is in the present law. 

(c) This subsection is in the present law with only technical changes 
made. 

(d) This subsection is in the present law. 

(e) This subsection is in the present law. 

(f) This subsection is included to establish the concept of univer- 
sality contemplated by this bill. 

(¢) The importance of moral, religious, and spiritual values. 

This subsection is new language. It is intended to reflect the intent 
of Congress that the realization and development of high moral, 
religious, and spiritual standards shall be maintained within the Armed 
Forces. 

(b) Repealing authorized statutory strengths of the military services 

Section 2 of the 1948 act provides for the following statutory 
strengths, which aggregate 2,005,882: 

Army apcad outs hicsatictage onl irene ats oat ae 837,000 plus 110, 000 1-year enlistees 


DM 2 oc Rect Siete le eas au 666,882 plus 36, 000 1-vear enlistees. 
Rar BORON os on cd oenee «cues oe 502,000 plus___‘15, 000 1-year enlistees. 


BO oe be ebm 2, 2 005 ), 882 161, 000 


Toeee statutory ceilings were suspended until July 31, 1954, by 
Public Law 655 approv ed August 3, 1950. This suspension is not 
changed by this bill. 

Although the proposed legislation would repeal section 2 of the 1948 
act such action would not have the effect of permanently removing the 
strength ceilings of the Armed Forces, because these ceilings are pre- 
scribed in other statutes. 


(c) Lowering the induction age from 19 to 18 

The present Selective Service Act imposes an obligation for training 
and service on ‘‘every male citizen of the United States and every other 
male person residing in the United States” who is between ages 19 
and 26. The proposed legislation would lower the induction age from 
19 years to 18 years, thereby making the age group 18-26 liable for 
induction into the military service. 

Elsewhere in the bill provision is made whereby registrants under 
age 19 shall not be inducted for service until those who are over age 
19, and who are deemed by the local board to be available for induc- 
tion, have been inducted. 
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(d) Change of wording necessitated by repeal of section 2, and the author- 
izing of selection by age 


The present Selective Service Act authorizes the President to induct 
such numbers of persons as may be required to provide and maintain 
the personnel strength which were provided by section 2 of the act. 
Subsection (b) above proposes that section 2 of the act be repealed. 
If personnel strengths are repealed or temporarily suspended the 
change of wording herein recommended becomes necessary. 

The proposed legislation would also specifically authorize selection 
and induction by age, which is essential for establishing universal 
military training and service. 

(e) Standards of physical and mental acceptability 

Under the existing law no person shall be inducted unless and until 
he is acceptable to the Armed Forces and his physical and mental fit- 
ness for such training has been satisfactorily determined under stand- 
ards prescribed by the Secretary of Defense. The proposed legisla- 
tion would clarify the present language of the Selective Service Act 
in order to assure uniformity in all standards of acceptability of 
inductees in all the Armed Forces. The present wording removes the 
implication that the three services could establish unilateral standards. 

The need for correcting the present imbalance among the services 
insofar as the utilization of the different physical and mental profiles 
is concerned, and the congressional interest therein, is discussed in a 
later section of the bill. 


(f) Limitation as to place of assignment for individuals under age 19 


The existing law requires that individuals inducted into the Armed 
Forces shall be assigned to stations and units of such forces. The 
proposed legislation ‘would add a safeguard that no trainee (a person 
who is inducted before age 19) shall be permanently assigned to 
duty at any installation which is located outside of the United States 
or to duty in a combat area during his initial period of basic training 
(first 4 to 6 months after induction) and that such persons be given 
full and adequate training. 

The bill also provides that no “other member of the Armed Forces” 
who is enlisted, inducted, or ordered to active duty after the date of 
enactment of the bill shall be assigned to combat duty in a combat 
area until he has had at least 4 months of basic training. 

It is not the intent of this provision to impose unreal or capricious 
restrictions on the assignment of personnel. The committee realizes 
that many specialists, such as physicians, dentists, railway operating 
personnel, repair crews, petroleum distributing units, and many other 
categories, do not require the same basic training as is so necessary 
for front-line combat troops. It would be unrealistic to insist that 
persons in categories such as these receive, for example, the same 
basic training as the individual infantryman or marine. Similarly, 
an adequately trained reservist who is placed on active duty should 
not necessarily be required to again undergo basic training, whereas 
a reservist who has had no previous training obviously should. 

The intent of the provision is to insure that individuals whose as- 
signment calls for actual combat with an enemy shall not be committed 
to action until they shall have had the basic training referred to herein. 
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(g) Increasing the induction period 


Under the present Selective Service Act, induction is for a period of 
21 consecutive months. The bill proposes to increase the induction 
period to 26 consecutive months, unless sooner released, transferred, 
or discharged. 

Provision is made elsewhere in the bill for the shortening, or the 
eliminating, of the period of service when such action is either di- 
rected by a concurrent resolution of the Congress or found by the 
President to be justified by the strength of the Armed Forces in the 
light of international conditions. 


(hk) Repeal of mandatory short-term Army enlistment 

The present Selective Service Act contains a number of provisions 
intended to insure a vigorous enlistment campaign. It was the intent 
of the Congress that by insisting upon a vigorous recruitment proce- 
dure the number of inductions could be materially reduced. 

One of these provisions required that persons in the 19 to 26 age 

roup should be offered an opportunity to enlist in the Regular Army 

oe a period of 21 months. This short-term enlistment did not apply 
to other military services, nor did it apply to persons under age 19 or 
over age 26. 

The “proposed legislation would repeal the provisions which require 
the Army to accept this short-term enlistment. Persons inductible 


under this bill may now apply for voluntary induction under section 
4 (c) (4) of the act. 
(i) Periods of Reserve service 

Under the present Selective Service Act an individual who has 
served for less than 3 years is required to join a Reserve component 
and serve therein for a prescribed period of time. 

The period of Reserve service required by the present law is: 3 years 
of service if in an organized unit; 5 years of service if not a member of 
an organized unit. 

The proposed legislation prescribes new post-service Reserve obliga- 
tion for all persons hereafter inducted, enlisted, or appointed prior to 
attaining 26 years of age. They are required to serve in a Reserve 
component for a period not to exceed 8 years (less periods of active 
military service). 

The Secretary of a military department (and the Secretary of the 
Treasury) may prescribe transfer to an organized unit of a Reserve 
component or an officers’ training program. 

Persons previously transferred to a Reserve component are not 
covered by the new requirement but retain the obligation under 
which they were transferred. 

Administrative flexibility is provided for equating or reducing this 
requirement, by regulation of the Secretary of Defense. Persons 
entering the service at age 26 or abov e are not subject to any post- 
service Reserve requirement. This subsection also provides authority 
for the release of persons on active duty who volunteer to join certain 
organized units of the Reserve prior to the terminal date of their 
period of active service in order to stimulate persons to voluntarily 


join the National Guard and other Reserve units which are critically 
short of qualified personnel, 
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(j) Providing Presidential authority to reduce certain pay scales 

Under the present Selec ‘tive Service Act, persons who are inducted 
“for training and service” receive the same pay, allowances, etc., as 
apply to other enlisted men of comparable grade and service. 

The proposed bill provides the same pay and allowances as now 
exist for persons inducted into the Armed Fore ‘es but permits the 
President to reduce the basic pay of trainees to $30 for a period of not 
to exceed 6 months when the type or duration of training and service 
required hereunder is changed. During such period, however, the 
dependents of trainees would receive the same benefits as the depend- 
ents of persons in the lowest enlisted pay grade. 


(k) Repealing the 1-year enlistment program for 18-year-olds 

The present Selective Service Act contains a provision for the 
enlistment of persons between ages 18 and 19 for a period of 1 year. 
This 1-year period of service to be followed by 6 years of service in 
the Reserve components. 

The actual operation of the program was of very brief duration. 
The proposed legislation would repeal those provisions of the 1948 
act authorizing it. 

The experience of the Armed Forces has revealed that the period 
of 1 year is insufficient to train enlistees and to obtain a useful amount 
of service from such an individual. It was also found that a program 
of 1-year enlistees diverted substantial numbers of personnel for train- 
ing activities without providing any substantial input of trained 
personnel into active service for a sufficient period of time to fill the 
needs of the Armed Forces. 


(l) Extending the period of service for physicians, dentists, ete. 

This subsection extends the period of service for physicians, dentists, 
and allied specialists from 21 months in consonance with the period 
prescribed for inductees and reserves. 

(m) Authority to shorten the induction period 

A previous subsection of the proposed legislation lengthens the in- 
duction period from 21 months. An induction period is divided into 
two phases—for example, 4 months of ‘‘training,’’ and the remaining 
months of “‘service.” 

(1) Adjusting or shortening the periods of service or training.—The 
proposed legislation would authorize the President, upon recommenda- 
tion of the Secretary of Defense, to increase the period of training to 
not to exceed 6 months; to decrease the remaining period of service, 
but in no case to a lesser period of time than can be economically 
utilized; or to require only training without service. It provides 
further authority for changing or modifying the training given under 
the act. The President may vary his instructions with respect to 
different age groups, but otherwise such regulations must be uniform 
as to all services and as to the date of entry on active duty. This 
authority will permit coordination of the universal military training 
and service program with the needs of the Armed Forces generally. 

The proposed legislation also provides that, effective at such time 
as the President eliminates periods of active service in the Armed 
Forces authorized under this title, individuals under age 19 may -be 
inducted for not less than 4 months of training in a National Security 
Training ee 

S. Rept. 117, 82-16 
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To insure that the Congress retains full authority to adjust or 
shorten periods of service or training, the bill also provides that such 
adjustment or shortening shall take place upon the adoption of a 
concurrent resolution of the Congress declaring that such should be 
the case. 

(2) Creating a National Security Training Commission.—This para- 
graph provides for the establishment of a National Security Training 
Commission, and specifies its general method of appointment and its 
general responsibility. 

(n) Selection by age 

(1) Induction by age groups.—This paragraph would amend the 
aaa provisions relating to selection and induction to authorize 
selection and induction by age groups which is essential for the 
establishment of universal service and training. 

The language in this paragraph is the same as that in the 1948 act, 
exc ave that the final proviso is added at the end. 

) Requirement that all available persons in the 19-26 pool must be 
ce by the local board before 18-year-olds are inducted.—This para- 
graph adds to the present language of subsection 5 (a) of the Selective 
Service Act of 1948 a new paragraph (2) which prohibits a local board 
from inducting an 18-year-old until all available persons in the 19-26 
pool have been taken. The paragraph also provides that when it is 
necessary to take 18-year-olds to meet quotas, the older ones shall be 
selected first. 

The prohibition against inducting 18-year-olds imposed by this 
paragraph ceases to operate when, at some future time, the President 
announces by Executive order that the required periods of active 
service can be eliminated, or the Congress should so declare by con- 
current resolution. 

The committee had originally intended to write into the bill certain 
legislative directives, in addition to the provisions of this paragraph, 
which would insure a greater utilization of the present pool of 1V-F’s 
and a more uniform utilization among the three services of the various 
physical and mental profiles. 

It was felt by the committee that although those objectives could 
be accomplished administratively, the fact that they have not been 
so accomplished has resulted in considerable public concern, and public 
sentiment that the Congress should affirmatively write appropriate 
language into the pending bill to aecomplish these reforms. 

The committee has been informed by the Department of Defense 
that the Department of Defense is currently formulating instructions 
which not only will require a greater utilization of the pool of regis- 
trants now classified IV-F, but will place the three military services 
more nearly on a ‘“‘share and share alike’’ basis insofar as the various 
mental and physical profiles are concerned, and for enlistments as well 
as for inductions. 

The committee feels that the accomplishment of such objectives is 
of fundamental importance. To insure that reasonable and adequate 
progress toward carrying out the assurances made to the committee 
by the Department of Defense is made, the committee proposes to 
maintain a close surveillance in this field on a ‘“‘watch-dog basis.” 
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(0) Clarifying the status of certain deferments for Reserve service; enlist- 
ments in the National Guard of persons below 18% years of age 


(1) Status of persons who enlist in organized units of the Reserve com- 
ponents subsequent to date of enactment of 1948 act.—Individuals who 
ecame members of the Reserve components through voluntary enlist- 
ment subsequent to June 24, 1948, are not eligible for deferment under 
the authority of the present statute, inasmuch as they acquired their 
Reserve status subse ‘quent to the date of enactment of the act. The 
Director of Selective Service is suspending administratively the proc- 
essing of these individuals on the grounds that it would be illogical to 
induct them into another service. The amendment would “clarify 
their position by placing them on a deferred status, the same as those 
who enlisted prior to the 1948 act. 

(2) National Guard enlistments.—The present Selective Service Act 
authorizes a person who enlists in an organized unit of the National 
Guard prior to attaining age 18% to be deferred from induction so long 
as he serves satisfactorily in such unit. The purpose of this provision 
of the 1948 act was to provide the National Guard with a source of 
personnel. 

The operation of the 1948 act discloses that this provision has 
worked satisfactorily and has resulted in a total of pe rhaps 100,000 
young men of this category entering the National Guard duting the 
last 2 44 years. 

The proposed legislation establishes a method whereby the Secretary 
of Defense may terminate this enlistment program when he finds that 
trained men from other sources are available. 

(3) Technical amendment.—This is a technical amendment made 
necessary by the two preceding paragraphs. 

(p) Merchant marine, midshipmen, and military college students 

The proposed legislation providing that Naval Reserve midshipmen 
attending merchant marine schools and students enrolled in military 
colleges which have ROTC programs and which are approved by the 
Secretary of Defense shall be exempt from registration and induction. 
These categories of students receive military training and upon gradua- 
tion are commissioned in the Reserve components of the Armed Forces. 


(q) ROTC, college, and other programs 


(1) Three-year program for 75,000 college students.—This paragraph 
provides for the continuation of a flow of not to exceed 75,000 persons 
annually into educational institutions, this number to be in excess 
of the normal inflow provided by ROTC students, [V—F’s, and draft- 
liable students. 

It authorizes the President to relieve from active service upon com- 
pletion of their initial period of training 75,000 persons enlisted or 
inducted into the Armed Forces for study or research in medicine, 
science, engineering, the humanities, or other fields determined to 
be of national interest. The proposed legislation requires that these 
individuals shall be selected by a Commission nominated by the 
President and confirmed by the Senate. The appointment of this 
Commission is to be on a bipartisan basis; selection of individuals is 
to be accomplished on a competitive basis in accordance with rules and 
regulations established by the Commission. Further, it is the intent of 
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the committee that the selection processes shall be operated so as 
to give qualified young men from all parts of the Nation the same 
opportunity to compete for selection. 
Vithin 10 years from the completion of their education or research, 
individuals so deferred may be reordered into active service for com- 
letion of their required period of service, unless they perform service 
in the national interest for an equivalent period. 

This program would be under civilian control. Provision is made 
for the Rnencial assistance of qualified students who need such assist- 
ance to take advantage of the program. 

(2) ROTC students.—Persons selected for enrollment or continuance 
in the senior division, ROTC or similar programs may be deferred 
from induction. They must agree to accept a commission and serve 
8 years after appointment (2 years on active duty or 3 years if 
subsidized). Such persons, however, would be required to have 
completed at least the equivalent of an initial period of basic training 
while enrolled in such programs. 

(3) Officer-candidate programs.—The Secretary of each Military 
Department (and the Secretary of the Treasury) is authorized to estab- 
lish officer-candidate programs. These programs are designed to give 
personnel not selected for one of the other comparable programs 
authorized under this section an opportunity for attaining com- 
missioned status while on active duty. 

The services are conducting officer-candidate programs currently, 
without the benefit of this specific legislative authority. The purpose 
of inserting this authority into the bill is to emphasize the intent of 
the Congress that programs of this sort, in addition to the college 
programs, are to be kept open. 

(4) Eristing authority whereby the President may defer students is not 
disturbed by this legislation—This paragraph states that nothing 
in this subsection shall prejudice the President’s deferment powers 
granted under subsection 6 (h) of the act. It is pursuant to such 
powers that all deferments of persons whose activity in any occupation 
or industry or in the fields of science, study, or research are currently 
being made. Comparable discretionary authority was contained in 
the 1940 act, which was in effect during World War II. 


(r) Liability for induction of nonveteran, nonfathers in the 19-26 group 

Subsection 6 (h) of the present Selective Service Act authorizes 
the President to provide for the deferment of persons in a status with 
respect to persons dependent upon them for support which renders 
their deferment advisable; also persons who have wives or children 
or wives and children with whom they maintain a bona fide family 
relationship in their homes. 

The proposed legislation amends subsection 6 (h) by removing the 
discretionary authority of the President to defer a married person 
who is a “nonveteran, nonfather.”’ 

Testimony presented to the committee indicates that there are a 
maximum of 290,000 nonveteran nonfathers who would be made 
available for induction by this change in the existing law. The com- 
mittee is of the opinion that individuals in this category may very 
properly be required to fulfill their obligation for service, and that 
they should be called before the 18-year-olds. 
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(s) Deferment of high-school and college students 


The present Selective Service Act authorizes the postponement from 
induction of a high-school student until he graduates or until he attains 
age 20. The proposed legislation would lower the maximum age 
from 20 to 19 and change the “postponement”’ provision to a ‘“‘defer- 
ment” provision. 

The present Selective Service Act also provides for a postponement 
of induction of any person pursuing a full-time course of instruction 
at a college until the end of the academic year, This provision would 
provide for a deferment in lieu of a postponement. 

The purpose of changing the postponement features to deferments 
is to remove any doubt that such persons may enlist during that 
period. 

(t) Provisions relating to certain conscientious objectors 

The Selective Service and Training Act of 1940 provided that 
persons found to be conscientiously opposed to noncombatant service 
should be assigned to work of national importance, under civilian 
direction. The 1948 act provided that they should be deferred. 

This provision returns to the language used in the 1940 act, with 
the added requirement that assignment to such work of national 
importance shall be for the prescribed induction period—26 months. 
(u) Period of active duty for certain reservists 

Under the present Selective Service Act an individual who has had 
less than 90 days of previous active duty may be ordered into the 
active service for the normal induction period of 21 months. 

The proposed legislation would repeal this obsolete provision in the 
present act. 


(v) Clarification of certain provisions relating to reemployment rights 
Section 9 of the 1948 act prescribes in considerable detail the reem- 

ploy ment rights which accrue to an individual who is enlisted or 
inducted into the military service. This section of the existing statute 
has worked very satisfactorily excepting with respect to cases which 
are discussed in this section of the proposed legislation. 

(1) Extending reemployment rights to persons who serve not more than 
4 years.—Under existing law reemployment rights are extended to 
persons who enlist for not more than 3 years. The proposed legisla- 
tion would extend these rights to persons who serve for not more than 
4 years. Thus it will be seen that the test is the length of time an 
individual serves and not the length of time for which he originally 
enlisted. 

Under the proposed legislation an individual who enlists for 5 or 
6 years but is released from service in 4 years or less would be entitled 
to reemployment rights; under the existing law he would not. Fur- 
thermore, under existing law an individual is entitled to reemploy- 
ment rights only upon the expiration of his first enlistment after the 
date of enactment of the Selective Service Act of 1948. Under the 
proposed legislation it is immaterial how many times an individual 
may have enlisted after the date of enactment of that act so long as 
his total service does not exceed 4 years. 

(2) Clarification of what reem ployment rights flow to an individual._— 
Under existing law an employee of the Federal Government who is 
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called to active duty, but who may shortly thereafter be determined 
to be physically unfit and is thereupon relieved from active duty, is 
nevertheless entitled to reemployment benefits. These isan 
ment benefits in effect give him a superseniority in the Government 
service for a period of 1 year. The proposed legislation would deny 
reemployment benefits in these cases involving Federal Government 
employees who are determined to be phy sically unfit shortly after 
having been called to active duty. 

(3) Reinstatement rights for persons rejected for military service.— 
This proposal gives for the first time reinstatement rights to those 
persons who leave private or Federal employment to enter the Armed 
Forces, but who are rejected by such forces. As written, the proposed 
legislation provides these reinstatement rights shall also be applicable 
to persons who leave private or Federal employment for the purpose 
of induction into, entering, determining their physical fitness to enter, 
or performing training duty in, the Armed Forces. The proposed 
legislation provides for the reinstatement of such persons provided 
they make ‘‘prompt application” therefor. 

(w) Nonapplicability of certain laws 

The present Selective Service Act exempts uncompensated officials 
of the Selective Service System and individuals appointed to conduct 
hearings on certain appeals from certain laws applying to Government 
officials. 

The proposed legislation would include members of the National 
Selective Service Appeal Board within such exemption. 

(x) Changes in definitions 


The proposed legislation would add to the present definition section 
in the Selective Service Act of 1948 definitions of the following terms: 
active service and training 
trainee 
initial period of training 
inductee. 
(y) Termination provisions 

(a) Provisions in case of conflict with existing law.—Section 17 (a) 
of the present Selective Service Act suspends all laws which are in 
conflict with the provisions of such act, to the extent of such conflict, 
for the period in which the act shall be in force. The proposed bill will 
remove the italicized portion from the present language. 

As section 17 (b) of the present Selective Service Act now stands it 
enumerates the portions of the act which shall remain in force after the 
act itself shall have become inoperative and prescribes the termination 
date. Originally the termination date was to be the second anniversary 
of the date of enactment, which would have been June 24, 1950. This 
termination date was extended to July 9, 1951, by the Selective Service 
Extension Act of 1950. The proposed legislation omits this subsection 
of the present Selective Service Act, thereby making the act permanent 
legislation with no termination date. 

“(b) Authority for appropriations.—The authority for appropriation 
language contained in section 17 (c) of the present Selective Service 
Act is not changed by the proposed legislation except that a sentence 
has been added which provides that funds appropriated for the adminis- 
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trative expenses for the National Security Training Commission shall 
be appropriated directly to the Commission. 


(z) Extending present authority to order Reserve components to active 
Federal service 


The present Selective Service Act originally contained no authority 
whereby Reserve components could be ordered to active Federal serv- 
ice excepting the rather limited authority contained in section 7 of 
the original act referring to those reservists who had previously had 
less than 90 ds ays of active service. 

The Selective Service Extension Act of 1950 added to the original 
statute an additional section which authorized the ordering to 21 
months active Federal service of the Reserve components effective 
until July 9, 1951. 

The proposed legislation would extend the effective date of this 
authority from July 9, 1951, to July 1, 1953. It would also extend 
the mandatory period of service from 21 months to conform to previous 
changes recommended by the proposed legislation—26 months. 


MISCELLANEOUS TERMINATION DATES 


Section 2. Extension of volunteer enlistments 

The act of July 27, 1950, authorizes the President to extend all 
enlistments for a period of 12 months; this authority expires on 
July 9, 1951. As a consequence, an enlistment expiring at any time 
prior to July 9, 1951, could be extended for a period of 12 months. 
Enlistments expiring after that date could not be extended. 

Section 2 (a) of the proposed legislation would move the a 
date of this extension authority from July 9, 1951, to July 1, 1953. 
[t would also provide that no enlistment which had been aaa 
under the previous authority could again be extended for any addi- 
tional period. 

Section 2 (b) would extend Public Law 779 of the Eighty-first 
Congress which authorizes the induction of physicians, dentists, and 
specialists until July 1, 1953. 


Section 3. Strength limitations for female personnel 


Existing law fixes a percentage strength for women in the Army, 
Nav y, Air Force, and Marine Corps by prescribing that not to exceed 

2 percent of the authorized personnel total should be women. 

Section 3 of the proposed legislation removes this percentage 
limitation. 


Section 4. Effect on persons now serving on active duty 

Section 5 of the proposed legislation provides that increases in 
period of service for any category shall apply to persons in such 
category who are serving on active duty on the date of enactment. 
Section 5. Separability 

This section is a routine separability clause. 
Section 6. Short title 


This section provides that the bill, if enacted, shall be cited as the 
“1951 Amendments to the Universal Military Training and Service 


Act’. 
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Title II. Expanding the present authority for the enlistment of aliens 


Under existing law authority is given for the enlistment of a total of 
2,500 aliens in the Armed Forces. The law is effective for 3 years. 
Under the terms of this bill, the law would be effective for 5 years and 
the authority would be enlarged so as to permit the enlistment of not 
to exceed 25,000 aliens per year. Since the statute would expire in 
5 years, the maximum number so enlisted would be 125,000. 

To insure that this program is not regarded as a substitute for the 
steps recommended by other sections of the bill, this provision appears 
as a distinctly separate provision. 


CHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows: Existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, existing law in which no 
change is proposed is shown in roman. 

The Selective Service Act of 1948: 


TITLE I 


Section 1. (a) This Act may be cited as the [‘‘Selective Service Act of 1948’.] 
“Universal Military Training and Service Act’. 

(b) The Congress hereby declares that an adequate armed strength must be 
achieved and maintained to insure the security of this Nation. 

(ec) The Congress further declares that in a free society the obligations and 
privileges of serving in the [armed forces and the reserve] Armed Forces, including 
the Reserve components thereof, should be shared generally, in accordance with a 
system [fof selection] which is fair and just, and which is consistent with the 
maintenance of an effective national economy. 

(d) The Congress further declares, in accordance with our traditional military 
policy as expressed in the National Defense Act of 1916, as amended, that it is 
essential that the strength and organization of the National Guard, both [Ground 
and Air] ground and air, as an integral part of the first line defenses of this Nation, 
be at all times maintained and assured. 

To this end, it is the intent of the Congress that whenever Congress shall 
determine that units and organizations are needed for the national security in 
excess of those of the Regular components of the ground forces and the air forces, 
and those in active service under this title, the National Guard of the United 
States, both [Ground and Air] ground and air, or such part thereof as may be 
necessary, together with such units of the Reserve components as are necessary 
for a balanced force, shall be ordered to active Federal service and continued 
therein so long as such necessity exists. 

(e) The Congress further declares that adequate provision for national security 
requires maximum effort in the fields of scientific research and development, and 
the fullest possible development and utilization of the Nation’s technological, 
scientific, and other critical manpower resources. 

(f) To this end, the Congress further declares that it is the duty of all citizens to 
engage in such training for civilian and military service as will prepare them for the 
assumption of their responsibilities as citizens of a free and democratic Nation and 
provide a continuing flow of personnel recently trained in modern techniques and 
assure a vital, ready reservoir to fill the military and civilian needs of the Nation. 

(gq) The Congress declares it to be in the national interest that personnel serving 
in the Armed Forces be protected and encouraged tn the realization and development 
of those moral, spiritual, and religious values, consistent with the religious beltefs and 
convictions of the individuals concerned, which are fundamental in the preservation 
and strengthening of the fiber of American citizenship. In the pursuit of this end, 
the Congress further declares that it shall be the duty of every commanding officer in 
every echelon of command in the respective services of the Armed Forces to maintain 
to the highest possible degree within his command those conditions and influences 
calculated to protect the health, morals, and spiritual welfare of the personnel of his 
command. 
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[AUTHORIZED PERSONNEL STRENGTHS J 


(Sec. 2. Notwithstanding any other provision of law, the authorized active- 
duty personnel strength of the armed forces, exclusive of personnel of the reserve 
components on active duty for training purposes only, officer candidates, personne] 
of the armed forces employed in the Selective Service System, and persons paid 
under the appropriations for the Naval Reserve and the Marine Corps Reserve, is 
hereby established as follows: (1) Of the Army of the United States, eight hundred 
thirty-seven thousand plus one hundred ten thousand one-year enlistees; (2) of 
the Navy, including the Marine Corps, the present authorized statutory strength 
of six hundred sixty-six thousand, eight hundred and eighty-two, plus thirty-six 
thousand one-year enlistees; and (3) of the Air Force of the United States, five 
hundred two thousand plus fifteen thousand one-year enlistees. The strength 
herein established for each of the armed forces shall mean the daily average num- 
ber of persons on active duty therein during the fiscal year.] 


REGISTRATION 


Sec. 3. Except as otherwise provided in this title, it shall be the duty of every 
male citizen of the United States, and every other male person residing in the 
United States, who, on the day or days fixed for the first or any subsequent 
registration, is between the ages of eighteen and twenty-six, to present himself for 
and submit to registration at such time or times and place or places, and in such 
manner, as shall be determined by proclamation of the President and by rules 
and regulations prescribed hereunder. 


TRAINING AND SERVICE 


Sec. 4. (a) Except as otherwise provided in this title, everv male citizen of the 
United States, and every other male person residing in the United States, who is 
between the ages of [nineteen] eighteen and twenty-six, at the time fixed for his 
registration, or who attains the age of [nineteen] eighteen after having been 
required to register pursuant to section 3 of this title, shall be liable for training 
and service in the armed forces of the United States. Any citizen of a foreign 
country, who is not deferrable or exempt from training and service under the 
provisions of this title (other than this subsection), shall be relieved from liability 
for training and service under this title if, prior to his induction into the armed 
forces, he has made application to be relieved from such liability in the manner 
prescribed by and in accordance with rules and regulations prescribed by the 
President; but any person who makes such application shall thereafter be debarred 
from becoming a citizen of the United States. The President is authorized, from 
time to time, whether or not a state of war exists, to select and induct into the 
[armed forces] Armed Forces of the United States for training and service in the 
manner provided in this title (including but not limited to selection and induction 
by age group or groups) such number of persons as may be required to provide 
and maintain [the personnel strengths (other than one-year enlistee personnel 
strengths) of the respective armed forces authorized by section 2 of this title and 
such number of persons as in his judgment may be required for the United States 
Coast Guard] adequate Armed Forces. 

No person shall be inducted into the Armed Forces for training and service 
under this title [unless and] until [he is acceptable to the Armed Forces for such 
training and service and] his acceptability in all respects (including his physical 
and mental fitness for such training and service) has been satisfactorily deter- 
mined under standards prescribed by the Secretary of Defense (or the Secretary 
of the Treasury with respect to the United States Coast Guard). 

No persons shall be inducted for such training and service until adequate 
provisions shall have been made for such shelter, sanitary facilities, water supplies, 
heating and lighting arrangements, medical care, and hospital accommodations, 
for such persons, as may be determined by the Secretary of Defense or the Secre- 
tarv of the Treasury to be essential to public and personal health. 

The persons inducted into the Armed Forces for training and service under this 
title shall be assigned to stations or units of such forces. Persons inducted into 
the land forces of the United States pursuant to this title shall be deemed to be 
members of the Army of the United States; persons inducted into the navai 
forces of the United States pursuant to this title shall be deemed to be members 
of the United States Navy or the United States Marine Corps or the United 
States Coast Guard, as appropriate; and persons inducted into the air forces of 
the United States pursuant to this title shall be deemed to be members of the 
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Air Force of the United States. Every trainee shall be given full and adequate 
initial basic training for service in the Armed Forces into which he is inducted and 
no trainee shall, during his initial period of basic training, be assigned for duty in a 
combat area, or be permanently assigned for duty at any installation located on land 
outside the continental limits of the United States; and no other member of the Armed 
Forces of the United States who is enlisted, inducted, or ordered to active duty after 
the date of enactment cf the 1951 Amendments to the Universal Military Training 
and Service Act shall be assigned to combat duty in a combat area until he has had at 
least four months of basic training. This section shall not prevent residents of Ter- 
ritories and possessions of the United States from being trained in the Territory or 
possession from which they were inducted. 

No person, without his consent, shall be inducted for training and service 
under this title, except as otherwise provided herein, after he has attained the 
twenty-sixth anniversary of the day of his birth. 

(b) Each person inducted under the provisions of subsection (a) of this section 
shall serve [in the armed forces for a period of twenty-one consecutive months, 
unless sooner discharged in accordance with standards and procedures prescribed 
by the Secretary of Defense, or the Secretary of the Treasury.] on active training 
and service in the Armed Forces for a period of twenty-six consecutive months, unless 
sooner released, transferred, or discharged in accordance with slandards and pro- 
cedures prescribed by the Secretary of Defense (or the Secretary of the Treasury with 
respect to the United States Coast Guard) or as otherwise prescribed by subsection (d) 
of section 4 or by subsection (d) of section 6 of this title. 

(ec) [(1) Under the provisions of applicable laws and regulations any person 
between the ages of nineteen and twenty-six shall be offered an opportunity to 
enlist in the Regular Army for a period of service equal to that prescribed in 
subsection (b) of this section.] 

(2) Any enlisted member of any reserve component of the Armed Forces may, 
during the effective period of this Act, apply for a period of service equal to that 
prescribed in subsection (b) of this section and his application shall be accepted: 
Provided, That his services can be effectively utilized and that his physical and 
mental fitness for such service meet the standards prescribed by the head of 
department concerned: And provided further, That active service performed 
pursuant to this section shall not prejudice his status as such member of such 
reserve component, 

(3) The passing requirement for the General Classification Test shall be fixed 
at seventy points. 

(4) Within the limits of the quota determined under section 5 (b) for the 
subdivision in which he resides, any person, between the ages of eighteen and 
twenty-six, shall be afforded an opportunity to volunteer for induction into the 
armed forces of the United States for the training and service prescribed in 
subsection (b), but no person who so volunteers shall be inducted for such training 
and service so long as he is deferred after classification. 

(ad) (1) Each person who hereafter and prior to the enactment of the 1951 Amend- 
ments to the Universal Military Training and Service Act is inducted, enlisted, or 
appointed (except a person enlisted under subsection (g) of this section) and serves 
for a period of less than three years in one of the armed forces and meets the 
qualifications for enlistment or appointment in a reserve component of the armed 
force in which he serves, shall be transferred to a reserve component of such armed 
force, and until the expiration of a period of five years after such transfer, or until 
he is discharged from such reserve component, whichever occurs first, shall be 
deemed to be a member of such reserve component and shall be subject to such 
additional training and service as may now or hereafter and prior to the enactment 
of the 1951 Amendments to the Universal Military Training and Service Act be pre- 
scribed by law for such reserve component: Provided, That any such person who 
completes at least twenty-one months of service in the armed forces and who there- 
after serves satisfactorily (1) on active duty in the armed forces under a voluntary 
extension for a period of at least one year, which extension is hereby authorized, 
or (2) in an organized unit of any reserve component of any of the armed forces 
for a period of at least thirty-six consecutive months, shall, except in time of war 
or national emergency declared by the Congress, be relieved from any further 
liability under this subsection to serve in any reserve component of the armed 
forces of the United States, but nothing in this subsection shall be construed to 
prevent any such person, while in a reserve component of such forces, from being 
ordered or called to active duty in such forces. 

(2) Each person who hereafter and prior to the enactment of the 1951 Amendments 
to the Universal Military Training and Service Act is enlisted under the provisions 
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of subsection (g) of this section and who meets the qualifications for enlistment or 
appointment in a reserve component of the armed forces shall, upon discharge 
from such enlistment under honorable conditions, be trange rred to a@ reserve 
component of the armed forces of the United States and shall serve therein for a 
period of six years or until sooner discharged. Each such person shall, so lon ¢ as 





he is a member of such reserve component, be liable to be ordered to active duty, 
but except in time of war or national emergency declared by the Congress no such 
person shail be ordered to active duty, without his consent and except as herein- 
after provided, for more than one month in any vear. In ease the Seeretary of 


ass 


the Army, the Secretary of the Navy, or the Secretary of the Air Force determine 
ig 


that enlistment, enroliment, or appointment in, or nment to, an organized 





unit of a reserve component or an officers’ training prog gram of the armed force in 
which he served is aveilable to, and can without undue hardship be filled by, 
any such person, it shall be the duty of such person to enlist, enroll, or accept 
appointment in, or accept assignment to, such organized unit or officers’ training 
program and to serve satisfactorily therein for a period of four years. Any such 
person who fails or refuses to perform such duty may be ordered to active duty, 
without his consent, for an additional period of not more than twelve consecutive 
months. Any such person who enlists or accepts appointment in any such 
organized unit and serves satisfactorily therein for a period of four years shail, 


except in time of war or national emergency declared by the Congress, be relieved 
from any further liability under this subsection to serve in any reserve component 
of the armed forees of the United States, but nothing in this subsection shall be 
construed to prevent any such person, while in a reserve component of such 
forces, from being ordered or called to active duty in such forees. The Secretary 
of Defense is authorized to prescribe regulations governing the transfer of such 
persons within and between reserve components of the armed forces and determin- 
ing, for the purpose of the requirements of the foregoing provisions of this para- 
graph, the credit to be allowed any person so transferring for his previous service 
in one or more reserve components. 

(3) Each person who, subseque nt to the enactment of this paragraph, is inducted 


enlisted, or appointed in an armed force of the United States prior to attaining the 
twenty-sixth anniversary of his birth shall be obligated to serve on active training and 
service and in a Reserve component for a total pens of eight years, unless sooner 
discharged, in accordance with regulations and standards prescribed by the Secretary 
of Defense (or the Secretary of the Treasury with respect to the United States Coast 
Guard). Each such person, on release from active training and service, shall, if 
physically and mentally qualified, be transferred to a Reserve component of the Armed 
Forces, and shall serve therein for the remainder of the period which he is obligated to 
serve under this paragraph and shall be deemed to be a member of such Reserve com- 
pment during such period. In case the Secretary of the Army y, the Secretary of the 
Navy, or the Secretary of the Air Force (or the Secretary of the Tre asury w ith respect 
to the United States Coast Guard), determines that enlistme nt, enrollment, or appotnt- 
ment tn, or assignment to, an organized unit of a Reserve component or an officers’ 
training program of the armed force in which he served is ihe to, and can, without 
undue hardship, be filled by any such person, it shall be the duty of such person to 
enlist, enroll, or accept appointment in, or accept assignment to, such organized unit 
or officers’ training program, and to serve satisfactorily therein. The Secretaries of 
the Army, Navy, and Air Force, with the approval of the Secretary of Defense (and 
the Secretary of the Treasury with respect to the United States Coast Guard), may 
provide, by regulations which shall be as nearly uniform as practicable, for the release 
from active duty prior to serving the periods required by subsection (b) of this section 


of individuals who volunteer for and are accepted into organized units of the Army 
National Guard and Air National Guard and other Reserve component Nothing 
in this subsection shall be construed to prevent any person, while t7 Re eserve com- 


ponent of the Armed Forces, from being ordered or called to active “dut j in such armed 
force. 

(e) With respec ct to the persons inducted into the Armed Forces for training and 
service under this title, the on shall be paid, allowed, and extended, for training and 
service, the same pay, allowances, pensions, disability and death compensation, 
and other benefits as are provided by law in the case of other [enlisted men] 
members of the uniformed services of hike grades and length of service of that 
component of the [armed forces] Armed Forces to which they are assigned, 
except that whenever the period of service required under this title of persons who 
have not attained the nineteenth anniversary of the day of their birth has been elimi- 
nated in occordance with the provisions of subsection (k) of this section, each trainee 
shall, during his initial period of basic training, be compensated at the monthly rate 
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of $30 in lieu of the basic pay that would ctherwise be payable to him under this section. 
During such period in which the pay of trainees is $30 a month, each such person, 
having a dependent or dependents as such terms are defined in the Career Compensa- 
tion Act of 1949, shall be entitled to receive a dependency allowance equal to the sum 
of the basic allowance for quarters provided for persons in pay grade E-1 by section 
302 (f) of the Career Compensation Act of 1949, as amended by section 3 of the Depend- 
ents’ Assistance Act of 1950, plus $40 so long as the trainee has in effect an allotment 
equal to the amount of such dependency allowance for the support of the dependent or 
dependents on whose account the allowance is claimed. Section 3 of the Act of July 
25, 1947 (Public Law 239, Eightieth Congress), is hereby amended by deleting 
therefrom the following: “‘Act of March 7, 1942 (56 Stat. 143-148, ch. 166), as 
amended”. The Act of March 7, 1942 (56 Stat. 143-148), as amended, is hereby 
made applicable to persons inducted into the Armed Forces pursuant to this title. 

(f) Nothing contained in this or any other Act shall be construed as forbidding 
the payment of compensation by any person, firm, or corporation to persons 
inducted into the armed forces of the United States for training and service 
under this title, or to members of reserve components of such forces now or 
hereafter on any type of active duty, who, prior to their induction or order to 
active duty, were receiving compensation from such person, firm, or corporation. 

({(g) Subject to the actkele one-year enlistee active duty personnel strengths 
established by section 2 of this title for the respective aned forces, the Secre- 
taries of the Army, the Navy, and the Air Force are authorized and directed to 
accept enlistments for periods of one year in the Army of the United States, the 
United States Navy or the United States Marine Corps, and the Air Force of 
the United States, respectively, from among qualified male persons between the 
ages of eighteen and nineteen. 

(h) No person who is enlisted in the Army of the United States under the 
provisions of subsection (g) shall be permanently assigned to duty at any place 
outside of the continental limits of the United States; and no person who is 
enlisted under the provisions of such subsection in the United States Navy, the 
United States Marine Corps, or the Air Force of the United States shall be 
assigned to duty at any naval or air force installation which is located on land 
outside of the continental limits of the United States.] 

(i) (1) Notwithstanding any other provision of this title, except subsections 6 
(j) and 6 (0), the President is authorized to require special registration of and, on 
the basis of requisitions submitted by the Department of Defense and approved 
by him, to make special calls for male persons qualified in needed— 

(A) medical and allied specialist categories who have not yet reached the 
age of fifty at the time of registration, and 

(B) dental and allied specialist categories who have not yet reached the 
age of fifty at the time of registration. 

Persons called hereunder shall be liable for induction for not to exceed [twenty- 
one] twenty-six months of service in the Armed Forces. No such person who is a 
member of a reserve component of the Armed Forces shall, so long as he remains 
a member thereof, be liable for registration or induction under this subsection, 
but nothing in this subsection shall be construed to affect the authority of the 
President under any other provision of law to call to active duty members and 
units of the reserve components. No person in the medical, dental, and allied 
specialist categories shall be inducted under the provisions of this subsection after 
he has attained the fifty-first anniversary of the date of his birth. 

(2) In registering and inducting persons pursuant to paragraph (1) of this sub- 
section, the President shall, to the extent that he considers practicable and 
desirable, register and induct in the following order of priority: 

First. Those persons who participated as students in the Army specialized 
training program or similar programs administered by the Navy, and those 
persons who were deferred from service during World War II for the purpose 
of pursuing a course of instruction leading to education in one of the categories 
referred to in clauses (A) and (B) of paragraph (1) of this subsection, who have 
had less than ninety days of active duty in the Army, the Air Force, the Navy, 
the Marine Corps, the Coast Guard, or the Public Health Service subsequent 
to the completion of or release from the program or course of instruction 
(exclusive of the time spent in postgraduate training). 

Second. Those persons who participated as students in the Army special- 
ized training program or similar programs administered by the Navy, and 
those persons who were deferred from service during World War II for the 
purpose of pursuing a course of instruction leading to education in one of the 
above categories, who have had ninety days or more but less than twenty-one 
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months of active duty in the Army, the Air Force, the Navy, the Marine 
Corps, the Coast Guard, or the Public Health Se rvice subsequent to the 
completion of or release from the program or course of instruction (exclusive 
of the time spent in postgraduate training). 

Third. Those who did not have active service in the Army, the Air Force, 
the Navy, the Marine Corps, the Coast Guard, or the Public Health Service 
subsequent to September 16, 1940. 

Fourth. Those not included in the first and second priority who have had 
active service in the Army, the Air Force, the Navy, the Marine Corps, the 
Coast Guard, or the Public Health Service subsequent to September 16, 1940. 
Inductions of persons in this priority shall be made in accordance with regu- 
lations prescribed by the President which may provide for the classification 
of such persons into groups according to the number of full months of such 
service which they have had and for the induction of the members of any 
such group after the induction of the members of any other such group hav- 
ing a lesser number of full months of such service. 

In the selection of individuals from among the categories established by subsec- 
tion (i) for induction, the President is authorized, under such rules and regulations 
as he may prescribe, to provide for the deferment of any individual whose defer- 
ment is found to be equitable and in the national interest, taking into considera- 
tion the length of his previous service in the Armed Forces (including the Coast 
Guard and the Public Health Service) of the United States, the extent of his 
participation in the Army specialized training program or similar program admin- 
istered by the Navy, reasons of hardship or dependency, and the maintenance of 
the national health, safety, or interest. 

(3) It is the sense of the Congress that the President shall provide for the 
annual deferment from training and service under this title of numbers of op- 
tometry students and premedical, preosteopathic, preveterinary, preoptometry, 
and predental students at least equal to the numbers of male optometry, pre- 
medical, preosteopathic, preveterinary, preoptometry, and predental students in 
attendance at colleges and universities in the United States at the present levels, 
as determined by the Director. 

(j) The President shall establish a National Advisory Committee which shall 
advise the Selective Service System and shall coordinate the work of such State 
and local volunteer advisory committees as may be established to cooperate with 
the National Advisory Committee, with respect to the selection of needed medical 
and dental and allied specialist categories of persons as referred to in subsection 
(i). The members of the National Advisory Committee shall be selected from 
among individuals who are outstanding in medicine, dentistry, and the sciences 
allied thereto, but except for the professions of medicine and dentistry, it shall 
not be mandatory that all such fields of endeavor be represented on the committee. 

In the performance of their functions, the National Advisory Committee and 
the State and local volunteer advisory committees shall give appropriate con- 
sideration to the respective needs of the Armed Forces and of the civilian popula- 
tion for the services of medical, dental, and allied specialist personnel; and, in 
determining the medical, dental, and allied specialist personnel available to serve 
the needs of any community, such committees shall give appropriate considera- 
tion to the availability in such community of medical, dental, and allied specialist 
personnel who have attained the fifty-first anniversary of their birth. 

(k) (1) Upon a finding by him that such action is justified by the strength of the 
Armed Forces in the light of international conditions, the President, upon recom- 
mendation by the Secretary of Defense, is authorized, by Executive order, which shall 
be uniform in tts application to all persons inducted under this title but which may 
vary as to age groups, to provide for: (A) increasing the periods of initial basic 
training to not to exceed six months, (B) changing or modifying the initial basic 
training given thereunder, (C) decreasing periods of active service under ~~ title 
but in no case to a lesser period of time than can be economically utilized, or (D) 
eliminating periods of active service required under this title. Whenever the ar ss 
shall by concurrent resolution declare— 

(A) that the period of initial basic training for any age group or groups of 
persons inducted under this titie should be increased to any period in excess of four 
months but not in excess of six months which may be designated in such resolution; 

(B) that the period of active service required of any age group or groups of 
persons inducted unaer this title should be decreased to a ny period less than twenty- 
siz months which may be designated in such resolution; or 

(C) that the period of active service required of any age group or groups ef 
persons inducted under this title should be eliminated, 
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the period of initial basic training or of active service of the age group or groups desig- 
nated in any such resolution shall be so increased, decreased, or eliminated, as the case 
may be. Whenever the period of service reauired under this title of persons who have 
not attained the nineteenth anniversary of the day of their birth has been eliminated 
tn accordance with the foregoing provisions of this section, all individuals then or 
thereafter registered under section 8 of this title who on that date have net attained the 
nineteenth anniversary of the day of their birth and have not been inducted into the 
Armed Forces shall be liable, effective on such date, for induction into the National 
Security Training Corps for initial basic military training for a period of not less 
than four months. 

(2) Effective at such time as the President may deem appropriate in advance of his 
tssuance of an Executive order eliminating periods of active service under this title 
or effective whenever the Congress shall have adopted a concurrent resolution pursuant 
to the provisions of paragraph (1) of this subsection, the President is authorized to 
establish a National Security Training Commission to be composed of five members, 
three of whom shall be civilians and two of whom shall be active or retired members 
of the Regular components of any of the Armed Forces, to be appointed by the President, 
by and with the advice and consent of the Senate. Effective at such time as pertods of 
active service required under this title are eliminated pursuant to the preceding para- 
graph of this subsection, there shall be established a National Security Training Corps, 
whose membership shall be composed of all persons inducted therein for initial basic 
training. The National Security Training Commission shall, subject to the direction 
of the President, establish such policies and standards with respect to the conduct of 
tnitial basic training (including the moral, religious, recreational, informational, and 
educational phases of such training) of members of the National Security Training 
Corps as are necessary to carry out the purposes of this Act, and shall, subject to the 
direction of the President, designate the Federal departments and agencies to carry out 
such training. All departments and agencies so designated shall carry out such train- 
ing in accordance with the policies and standards of the Commission. 


SELECTION 


Sec. 5. (a) (1) The selection of persons for training and service under section 4 
shall be made in an impartial manner, under such rules and regulations as the 
President may prescribe, from the persons who are liable for such training and 
service and who at the time of selection are registered and classified, but not 
deferred or exempted: Provided, That in the selection of persons for training and 
service under this title, and in the interpretation and execution of the provisions 
of this title, there shall be no discrimination against any person on account of race 
or color: Provided further, That in the classification of registrants within the 
jurisdiction of any local board, the registrants of any particular registration may 
be classified, in the manner prescribed by and in accordance with rules and regu- 
lations prescribed by the President, before, together with, or after the registrants 
of any prior registration or registrations; and in the selection for induction of 
persons within the jurisdiction of any local board and within any particular classi- 
fication, persons who were registered at any particular registration may be selected, 
in the manner prescribed by and in accordance with rules and regulations pre- 
scribed by the President, before, together with, or after persons who were registered 
at any prior registration or registrations: And provided further, That nothing herein 
shall be construed to prohibit the selection or induction of persons by age groups under 
rules and regulations prescribed by the President. 

(2) Until such time as the period of service required under this title of persons who 
have not attained the nineteenth anniversary of the day of their birth has been elimi- 
naied in accordance with the provisions of section 4 (k) of this title— 

(A) no local board shall order for induction any person who has not attained 
the age of nineteen unless there is not within the jurisdiction of such local board a 
sufficient number of persons who are deemed by such local board to be available 
for induction and who have attained the age of nineteen to enable such local 
board to meet a call for men which it has been ordered to furnish for induction; and 

(B) no local board shall order for induction any person who has not attained 
the age of nineteen, if there is any person within the jurisdiction of such local 
board who (7) is as much as ninety days older, (ii) has not attained the age of 
nineteen, and (iii) is deemed by the local board to be available for induction. 

(b) Quotas of men to be inducted for training and service under this title shall 
be determined for each State, Territory, possession, and the District of Columbia, 
and for subdivisions thereof, on the basis of the actual number of men in the sev- 
eral States, Territories, possessions, and the District of Colnmbia, and the sub- 





i 
{ 
‘ 
' 


= a ee =< a a 


Se Ow WY Ww FOO ee 


1e 
id 
»t 
id 


ne 
1e 
Ly 
u- 
ts 
oO 


si- 


ed 
la 
ble 
cal 


Led 


cal 


of 


all 
ia, 
2V- 


ib- 


=o 


a 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT 79 


divisions thereof, who are liable for such training and service but who are not 
deferred after classification, except that credits shall be given in fixing such quotas 
for residents of such subdivisions who are in the armed forces of the United States 
on the date fixed for determining such quotas. After such quotas are fixed, 
credits shall be given in filling such quotas for residents of such subdivisions who 
subsequently become members of such forces. Until the actual numbers neces- 
sary for determining the quotas are known, the quotas may be based on esti- 
mates, and subsequent adjustments therein shall be made when such actual num- 
bers are known. All computations under this subsection shall be made in accord- 
ance with such rules and regulations as the President may prescribe. 


DEFERMENT AND EXEMPTIONS 


Src. 6. (a) Commissioned officers, warrant officers, pay clerks, enlisted men, 
and aviation cadets of the Regular Army, the Navy, the Air Force, the Marine 
Corps, the Coast Guard, the Coast and Geodetic Survey, and the Public Health 
Service; cadets, United States Military Academy; midshipmen, United States 
Navy; cadets, United States Coast Guard Academy; midshipmen, Merchant 
Marine Reserve, United States Naval Reserve; students enrolled in an officer procure- 
ment program at military colleges the curriculum of which is approved by the Secretary 
of Defense; members of the reserve components of the armed forces, the Coast 
Guard, and the Public Health Service, while on active duty; and foreign diplo- 
matic representatives, technical attachés of foreign embassies and legations, con- 
suls general, consuls, vice consuls, and other consular agents of foreign countries 
who are not citizens of the United States, and members of their families, and 
persons in other categories to be specified by the President, residing in the United 
States, and who have not declared their intention to become citizens of the 
United States, shall not be required to be registered under section 3 and shall be 
relieved from liability for training and service under section 4 (b). 

(b) (1) No person who served honorably on active duty between September 16, 
1940, and the date of enactment of this title for a period of twelve months or more, 
or between December 7, 1941, and September 2, 1945, for a period in excess of 
ninety days, in the Army, the Air Force, the Navy, the Marine Corps, the Coast 
Guard, the Public Health Service, or the armed forces of any country allied with 
the United States in World War II prior to September 2, 19-45, shall be liable for 
induction for training and service under this title, except after a declaration of 
war or national emergency made by the Congress subsequent to the date of 
enactment of this title. 

(2) No person who served honorably on active duty between September 16, 
1940, and the date of enactment of this title for a period of ninety days or more 
but less than twelve months in the Army, the Air Force, the Navy, the Marine 
Corps, the Coast Guard, the Public Health Service, or the armed forces of any 
country allied with the United States in World War II prior to September 2, 1945, 
shall be liable for induction for training and service under this title, except after 
a declaration of war or national emergency made by the Congress subsequent. to 
the date of enactment of this title, if— 

(A) the local board determines that he is regularly enlisted or commissioned 
in any organized unit of a reserve component of the armed force in which he 
served, provided such unit is reasonably accessible to such person without 
unduly interrupting his normal pursuits and activities (including attendance 
at a college or university in which he is regularly enrolled), or in a reserve 
component (other than in an organized unit) of such armed force in any case 
in which enlistment or commission in an organized unit of a reserve component 
of such armed force is not available to him; or 

(B) the local board determines that enlistment or commission in a reserve 
component of such armed force is not available to him or that he has volun- 
tarily enlisted or accepted appointment in an organized unit of a reserve 
component of an armed force other than the armed force in which he served. 

Nothing in this paragraph shall be deemed to be applicable to any person to 
whom paragraph (1) of this subsection is applicable. 

(3) No person who after the date of enactment of this title is honorably dis- 
charged upon the completion of a period of three years or more of active duty 
in the Army, the Air Force, the Navy, the Marine Corps, the Coast Guard, or 
the Public Health Service, shall be liable for induction for training and service 
under this title, except after a declaration of war or national emergency made 
by the Congress subsequent to the date of enactment of this title. 

(4) No person who is honorably discharged upon the completion of an enlist- 
ment pursuant to section 4 (c) or section 4 (g) shall be liable for induction for 
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the period of initial basic training or of active service of the age group or groups desig- 
nated in any such resolution shall be so increased, decreased, or eliminated, as the case 
may be. Whenever the period of service required under this title of persons who have 
not attained the nineteenth anniwersary of the day of their birth has been eliminated 
tn accordance with the foregoing provisions of this section, all individuals then or 
thereafter registered under section 8 of this title who on that date have not attained the 
nineteenth anniversary of the day of their birth and have not been inducted into the 
Armed Forces shall be liable, effective on such date, for induction into the National 
Security Training Corps for initial basic military training for a period of not less 
than four months. 

(2) Effective at such time as the President may deem appropriate in advance of his 
issuance of an Executive order eliminating periods of active service under this title 
or effective whenever the Congress shall have adopted a concurrent resolution pursuant 
to the provisions of paragraph (1) of this subsection, the President is authorized to 
establish a National Security Training Commission to be composed of five members, 
three of whom shall be civilians and two of whom shall be active or retired members 
of the Regular components of any of the Armed Forces, to be appointed by the President, 
by and with the advice and consent of the Senate. Effective at such time as periods of 
active service required under this title are eliminated pursuant to the preceding para- 
graph of this subsection, there shall be established a National Security Training Corps, 
whose membership shall be composed of all persons inducted therein for initial basic 
training. The National Security Training Commission shall, subject to the direction 
of the President, establish such policies and standards with respect to the conduct of 
tnitial basic training (including the moral, religious, recreational, informational, and 
educational phases of such training) of members of the National Security Training 
Corps as are necessary to carry out the purposes of this Act, and shall, subject to the 
direction of the President, designate the Federal departments and agencies to carry out 
such training. All departments and agencies so designated shall carry out such train- 
ing in accordance with the policies and standards of the Commission. 


SELECTION 


Sec. 5. (a) (1) The selection of persons for training and service under section 4 
shall be made in an impartial manner, under such rules and regulations as the 
President may prescribe, from the persons who are liable for such training and 
service and who at the time of selection are registered and classified, but not 
deferred or exempted: Provided, That in the selection of persons for training and 
service under this title, and in the interpretation and execution of the provisions 
of this title, there shall be no discrimination against any person on account of race 
or color: Provided further, That in the classification of registrants within the 
jurisdiction of any local board, the registrants of any particular registration may 
be classified, in the manner prescribed by and in accordance with rules and regu- 
lations prescribed by the President, before, together with, or after the registrants 
of any prior registration or registrations; and in the selection for induction of 
persons within the jurisdiction of any local board and within any particular classi- 
fication, persons who were registered at any particular registration may be selected, 
in the manner prescribed by and in accordance with rules and regulations pre- 
scribed by the President, before, together with, or after persons who were registered 
at any prior registration or registrations: And provided further, That nothing herein 
shall be construed to prohibit the selection or induction of persons by age groups under 
rules and regulations prescribed by the President. 

(2) Until such time as the period of service required under this title of persons who 
have not ottained the nineteenth anniversary of the day of their birth has been elimi- 
naied in accordance with the provisions of section 4 (k) of this title— 

(A) no local board shall order for induction any person who has not attained 
the age of nineteen unless there is not within the jurisdiction of such local board a 
sufficient number of persons who are deemed by such local board to be available 
for induction and who have attained the age of nineteen to enable such local 
board to meet a call for men which it has been ordered to furnish for induction; and 

(B) no local board shall order for induction any person who has not attained 
the age of nineteen, if there is any person within the jurisdiction of such local 
board who (2) is as much as ninety days older, (71) has not attained the age of 
nineteen, and (iii) is deemed by the local board to be available for induction. 

(b) Quotas of men to be inducted for training and service under this title shall 
be determined for each State, Territory, possession, and the District of Columbia, 
and for subdivisions thereof, on the basis of the actual number of men in the sev- 
eral States, Territories, possessions, and the District of Columbia, and the sub- 
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divisions thereof, who are liable for such training and service but who are not 
deferred after classification, except that credits shall be given in fixing such quotas 
for residents of such subdivisions who are in the armed forces of the United States 
on the date fixed for determining such quotas. After such quotas are fixed, 
credits shall be given in filling such quotas for residents of such subdivisions who 
subsequently become members of such forces. Until the actual numbers neces- 
sary for determining the quotas are known, the quotas may be based on esti- 
mates, and subsequent adjustments therein shall be made when such actual num- 
bers are known. All computations under this subsection shall be made in accord- 
ance with such rules and regulations as the President may prescribe. 


DEFERMENT AND EXEMPTIONS 


Src. 6. (a) Commissioned officers, warrant officers, pay clerks, enlisted men, 
and aviation cadets of the Regular Army, the Navy, the Air Force, the Marine 
Corps, the Coast Guard, the Coast and Geodetic Survey, and the Public Health 
Service; cadets, United States Military Academy; midshipmen, United States 
Navy; cadets, United States Coast Guard Academy; midshipmen, Merchant 
Marine Reserve, United States Naval Reserve; students enrolled in an officer procure- 
ment program at military colleges the curriculum of which is approved by the Secretary 
of Defense; members of the reserve components of the armed forces, the Coast 
Guard, and the Public Health Service, while on active duty; and foreign diplo- 
matic representatives, technical attachés of foreign embassies and legations, con- 
suls general, consuls, vice consuls, and other consular agents of foreign countries 
who are not citizens of the United States, and members of their families, and 
persons in other categories to be specified by the President, residing in the United 
States, and who have not declared their intention to become citizens of the 
United States, shall not be required to be registered under section 3 and shall be 
relieved from liability for training and service under section 4 (b). 

(b) (1) No person who served honorably on active duty between September 16, 
1940, and the date of enactment of this title for a period of twelve months or more, 
or between December 7, 1941, and September 2, 1945, for a period in excess of 
ninety days, in the Army, the Air Force, the Navy, the Marine Corps, the Coast 
Guard, the Public Health Service, or the armed forces of any country allied with 
the United States in World War II prior to September 2, 19-45, shall be liable for 
induction for training and service under this title, except after a declaration of 
war or national emergency made by the Congress subsequent to the date of 
enactment of this title. 

(2) No person who served honorably on active duty between September 16, 
1940, and the date of enactment of this title for a period of ninety days or more 
but less than twelve months in the Army, the Air Force, the Navy, the Marine 
Corps, the Coast Guard, the Public Health Service, or the armed forces of any 
country allied with the United States in World War II prior to September 2, 1945, 
shall be liable for induction for training and service under this title, except after 
a declaration of war or national emergency made by the Congress subsequent. to 
the date of enactment of this title, if— 

(A) the local board determines that he is regularly enlisted or commissioned 
in any organized unit of a reserve component of the armed force in which he 
served, provided such unit is reasonably accessible to such person without 
unduly interrupting his normal pursuits and activities (including attendance 
at a college or university in which he is regularly enrolled), or in a reserve 
component (other than in an organized unit) of such armed force in any case 
in which enlistment or commission in an organized unit of a reserve component 
of such armed force is not available to him; or 

(B) the local board determines that enlistment or commission in a reserve 
component of such armed force is not available to him or that he has volun- 
tarily enlisted or accepted appointment in an organized unit of a reserve 
component of an armed force other than the armed force in which he served. 

Nothing in this paragraph shall be deemed to be applicable to any person to 
whom paragraph (1) of this subsection is applicable. 

(3) No person who after the date of enactment of this title is honorably dis- 
charged upon the completion of a period of three years or more of active duty 
in the Army, the Air Force, the Navy, the Marine Corps, the Coast Guard, or 
the Public Health Service, shall be liable for induction for training and service 
under this title, except after a declaration of war or national emergency made 
by the Congress subsequent to the date of enactment of this title. 

(4) No person who is honorably discharged upon the completion of an enlist- 
ment pursuant to section 4 (c) or section 4 (g) shall be liable for induction for 
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training and service under this title, except after a declaration of war or national 
emergency made by the Congress subsequent to the date of enactment of this 
title. 

(5) For the purposes of computation of the periods of active duty referred to in 
paragraphs (1), (2), or (3) of this subsection, no credit shall be allowed for— 

(A) periods of active-duty training performed as a member of a reserve 
component pursuant to an order or call to active duty solely for training 
PCR) an : 

(B) periods of active duty in which the service consisted solely of training 
under the Army specialized-training program, the Army Air Force college- 
training program, or any similar program under the jurisdiction of the 
Navy, Marine Corps, or Coast Guard; 

(C) periods of active duty as a cadet at the United States Military Academy 
or United States Coast Guard Academy, or as a midshipman at the United 
States Naval Academy, or in a preparatory school after nomination as a 
principal, alternate, or candidate for admission to any of such academies; or 

(D) periods of active duty in any of the armed forces while being processed 
for entry into or separation from any educational program or institution 
referred to in paragraphs (B) or (C). 

(ec) (1) Persons who, on [the effective date of this title,] February 1, 1951, 
were members of organized units of the federally recognized National Guard, the 
federally recognized Air National Guard, the Officers’ Reserve Corps, the Regular 
Army Reserve, the Air Force Reserve, the Enlisted Reserve Corps, the Naval 
Reserve, the Marine Corps Reserve, the Coast Guard Reserve, or the Public 
Health Service Reserve, shall, so long as they continue to be such members and 
satisfactorily participate in scheduled drills and training periods as prescribed 
by the Secretary of Defense, be exempt from training and service by induction 
under the provisions of this title, but shall not be exempt from registration unless 
on active duty. 

(2) (A) In any case in which the Governor of any State determines and issues 
a proclamation to the effect that the authorized strength of any organized unit of 
the National Guard of his State cannot be maintained by the enlistment or 
appointment of persons referred to in subsection 6 (b) (2) or persons who are 
not liable for training and service under this title, any person who prior to attaining 
the age of eighteen years and six months, prior to the determination by the Secretary 
of Defense that adequate trained personnel are available to the National Guard to 
enable it to maintain its authorized strength, and prior to the receipt of orders to 
report for induction, enlists or accepts appointment in any such organized unit 
shall be deferred from training and service under this title so long as he continues 
to serve satisfactorily as a member of such organized unit. 

(B) Except as provided in subsection (b), paragraph (1) of this subsection, or 
clause (A) of this paragraph, no person who shall become a member of a reserve 
component after the effective date of this title shall thereby be exempt from 
registration or training and service by induction under the provisions of this title. 

[(d) (1) Any person who, on the effective date of this title, is enrolled in the 
advanced course, senior division, Reserve Officers’ Training Corps or the Air 
Reserve Officers’ Training Corps, or is a member of the Naval Reserve Officers’ 
Training Corps and has entered upon the junior or senior year, or is a midshipman, 
United States Naval Reserve, shali be deferred from induction for training and 
service under this title until the completion or termination of the course of in- 
struction and so long as he continues in a regular or reserve status upon being 
commissioned, but shall not be exempt from registration. 

(2) Within such number as may be prescribed by the Secretary of Defense 
any person who, (A) on or after the effective date of this title, is selected for 
enrollment or continuance in the senior division, Reserve Officers’ Training 
Corps, or the Air Reserve Officers’ Training Corps, or the Naval Reserve Officers’ 
Training Corps, or who, on or after the effective date of this title, is appointed a 
midshipman, United States Naval Reserve, and (B) agrees, in writing, to accept 
a commission if tendered and to serve, subject to call by the Secretary of the 
Army, the Secretary of the Air Force, or the Secretary of the Navy, respectively, 
not less than two years on active duty after receipt of a commission, shall be 
deferred from induction for training and service under this title until after com- 
pletion or termination of the course of instruction and so long as he continues in 
a regular or reserve status upon being comniissioned, but shall not be exempt from 
registration. ] 

(d) (1) The President is authorized, under such rules and regulations as he may 
prescribe, (A) until June 30, 1954, to provide for the temporary removal from active 
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training and service upon completion of their initial periods of basic training in the 
Armed Forces of not to exceed seventy-five thousand persons annually in order to 
permit such persons to engage in study or research in medicine, dentistry, osteopathy, 
the sciences, engineering, the humanities, and other fields determined by him to be 
in the national interest and while so engaged such persons shall not be deemed to be in 
military service (active or inactive) for any purpose; (B) to suspend for such persons 
the obligation to complete the period of military service required under subsection 
(b) of section 4 of this title until the completion of such study or research, or until any 
such person ceases satisfactorily to pursue such study or research, whichever is the 
earlier; and (C) upon termination of such period of suspension, or at any time within 
not more than ten years thereafter, to reorder or induct such a person into active service 
in the same or another armed force for the unserved part of the period of service required 
under subsection (b) of section 4 of this title, unless such person performs other military 
or civilian service in the national interest for a period equivalent to such period of 
service in accordance with regulations prescribed by the President. The persons 
temporarily removed from active training and service to engage in study or research 
under the provisions of this paragraph shall be selected by a civilian commission to 
be composed of five members to be appointed by the President, by and with the advice 
and consent of the Senate. Not more than three of the members of the Commission 
shall be members of the same political party. The persons selected by the Commission 
to engage in study or research shall be selected upon a competitive basis in accordance 
with standards and procedures prescribed by the Commission. The President is 
authorized to provide for payment of such portion of the costs of tuition, books, labora- 
tory fees, subsistence, travel, and other necessary expenses of any person selected to 
engage in such study and research as the Commission finds that such person is unable 
to defray without undue hardship. 

(2) Within such numbers as may be prescribed by the Secretary of Defense any 
person who, (A) has been or may hereafter be selected for enrollment or continuance in 
the senior division, Reserve Officers’ Training Corps, or the Air Reserve Officers’ 
Training Corps, or the Naval Reserve Officers’ Training Corps, or the naval and 
Marine Corps officer candidate training program established by the Act of August 138, 
1946 (60 Stat. 1057), as amended, or the Reserve officers’ candidate program of the 
Navy, or the platoon leaders’ class of the Marine Corps, or the officer procurement pro- 
grams of the Coast Guard and the Coast Guard Reserve, or has been or may hereafter 
be appointed an ensign, United States Naval Reserve, and is undergoing professional 
training; (B) agrees, in writing, to accept a commission, if tendered, and to serve, 
subject to order of the Secretary of the military department having jurisdiction over 
him (or the Secretary of the Treasury with respect to the United States Coast Guard), 
not less than two years on active duty after receipt of a commission, and (C) agrees 
to remain a member of a Regular or Reserve component until the eighth anniversary of 
the receipt of a commission in accordance with his obligation under subsection (d) of 
section 4 of this title, shall be deferred from induction for training and service under this 
title until after completion or termination of the course of instruction and so long as he 
continues in a Regular or Reserve status upon being commissioned, but shall not be 
exempt from registration. Such persons except those persons who have previously 
completed an initial period of basic training or an equivalent period of active military 
training and service shall be required while enrolled in such programs to complete a 
period of training equal (as determined under regulations approved by the Secretary 
of Defense or the Secretary of the Treasury with respect to the United States Coast 
Guard) in duration and type of training to an initial period of basic training. There 
shall be added to the obligated active commissioned service of any person who has agreed 
to perform such obligatory service in return for financial assistance while attending a 
civilian college under any such training program a period of not to exceed one year. 

(3) In addition to the training programs enumerated in paragraph (2) of this 
subsection, and under such regulations as the Secretary of Defense (or the Secretary 
of the Treasury with respect to the United States Coast Guard) may approve, the 
Secretaries of the military departments and the Secretary of the Treasury are author- 
ized to establish officer candidate programs leading to the commissioning of persons 
on active duty. 

4) Nothing in this subsection shall be deemed to preclude the President from 
providing, by regulations prescribed under subsection (h) of this section, for the 
deferment from training and service of any category or categories of students for 
such periods of time as he may deem appropriate. 

(e) Fully qualified and accepted aviation cadet applicants of the Army, Navy, 
or Air Force who have signed an agreement of service shall, in such numbers as 
may be designated by the Secretary of Defense, be deferred, during the period 
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covered by the agreement but not to exceed four months, from induction for 
training and service under this title but shall not be exempt from registration. 

(f) The Vice President of the United States; the governors of the several 
States, Territories, and possessions, and all other officials chosen by the voters 
of the entire State, Territory, or possession; members of the legislative bodies of 
the United States and of the several States, Territories, and possessions; judges 
of the courts of record of the United States and of the several States, Territories, 
possessions, and the District of Columbia shall, while holding such offices, be 
deferred from training and service under this title in the armed forces of the 
United States. 

(g) Regular or duly ordained ministers of religion, as defined in this title, and 
students preparing for the ministry under the direction of recognized churches 
or religious organizations, who are satisfactorily pursuing full-time courses of 
instruction in recognized theological or divinity schools, or who are satisfactorily 
pursuing full-time courses of instruction leading to their entrance into recognized 
theological or divinity schools in which they have been preenrolled, shall be 
exempt from training and service (but not from registration) under this title. 

(h) The President is authorized, under such rules and regulations as he may 
prescribe, to provide for the deferment from training and service under this title 
in the armed forces of the United States of any or all categories of persons whose 
employment in industry, agriculture, or other occupations or employment, or 
whose continued service in an office (other than an office described in subsection 
(f) under the United States or any State, Territory, or possession, or the District 
of Columbia, or whose activity in study, research, or medical, scientific, or other 
endeavors is found to be necessary to the maintenance of the national health, 
safety, or interest: Provided, That no person within any such category shall be 
deferred except upon the basis of his individual status. The President is also 
authorized, under such rules and regulations as he may prescribe, to provide for 
the deferment from training and service under this title in the armed forces of 
the United States (1) of any or all categories of persons in a status with respect 
to persons (other than wives alone) dependent upon them for support which renders 
their deferment advisable, and (2) of any or all categories of those persons found 
to be physically, mentally, or morally deficient or defective. For the purpose of 
determining whether or not the deferment of any person is advisable, because of 
his status with respect to persons dependent upon him for support, any payments 
of allowances which are payable by the United States to the dependents of persons 
serving in the armed forces of the United States shall be taken into consideration, 
but the fact that such payments of allowances are payable shall not be deemed 
conclusively to remove the grounds for deferment when the dependency is based 
upon financial considerations and shall not be deemed to remove the ground 
for deferment when the dependency is based upon other than financial consider- 
ations and cannot be eliminated by financial assistance to the dependents. The 
President is also authorized, under such rules and regulations as he may prescribe, 
to provide for the deferment from training and service under this title in the 
armed forces of the United States of any or all categories of persons who have 
[wives or] children, or wives and children, with whom they maintain a bona 
fide family relationship in their homes. No deferment from such training and 
service shall be made in the case of anv individual except upon the basis of the 
status of such individual. There shall be posted in a conspicuous place at the 
office of each local board a list setting forth the names and classifications of those 
persons who have been classified by such local board. 

(i) (1) Any person who, while satisfactorily pursuing a full-time course of 
instruction at a high school or similar institution of learning, [is ordered to report 
for induction under this title prior to his graduation from such school or institu- 
tion, ] shall, upon the facts being presented to the local board, [have his induction 
under this title postponed] be deferred (A) until the time of his graduation there- 
from, or (B) until he attains the [twentieth] nineteenth anniversary of his birth, 
or (C) until he ceases satisfactorily to pursue such course of instruction, whichever 
is the earliest. [The induction of any such person shall not be postponed under 
this paragraph beyond the date so determined. ] 

(2) Any person who, while satisfactorily pursuing a full-time course of instruc- 
tion at a college, university, or similar institution, [of learning, is ordered to report 
for induction under this title, ] shall, upon the facts being presented to the local 
board, [have his induction under this title postponed] be deferred (A) until the 
end of [such] the academic year, or (B) until he ceases satisfactorily to pursue 
such course of instruction, whichever is the earlier. Nothing in this paragraph 
shall be deemed to preclude the President from providing, by regulations prescribed 
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under subsection (h) of this section, for the deferment from training and service 
of any category or categories of students for such periods of time as he may deem 
appropriate. 

(j) Nothing contained in this title shall be construed to require any person to 
be subject to combatant training and service in the armed forces of the United 
States who, by reason of religious training and belief, is conscientiously opposed 
to participation in war in any form. Religious training and belief in this con- 
nection means an individual’s belief in a relation to a Supreme Being involving 
duties superior to those arising from any human relation, but does not include 
essentially political, sociological, or philosophical views or a merely personal moral 
code. Any person claiming exemption from combatant training and service 
because of such conscientious objections whose claim is sustained by the local 
board shall, if he is inducted into the armed forces under this title, be assigned 
to noncombatant service as defined by the President, or shall, if he is found to be 
conscientiously opposed to participation in such noncombatant service, [be 
deferred] in lieu of such induction, be assigned, for a period equal to the period of 
training and service prescribed by section 4 (b), to work of national importance under 
civilian direction. Any person claiming exemption from combatant training and 
service because of such conscientious objections shall, if such claim is not sustained 
by the local board, be entitled to an appeal to the appropriate appeal board. 
Upon the filing of such appeal, the appeal board shall refer any such claim to the 
Department of Justice for inquiry and hearing. ‘he Department of Justice, 
after appropriate inquiry, shall hold a hearing with respect to the character and 
good faith of the objections of the person concerned, and such person shall be 
notified of the time and place of such hearing. The Department of Justice shall, 
after such hearing, if the objections are found to be sustained, recommend to the 
appeal board that (1) if the objector is inducted into the armed forces under this 
title, he shall be assigned to noncombatant service as defined by the President, 
or (2) if the objector is found to be conscientiously opposed to participation in 
such noncombatant service, [he shall be deferred] he shall in lieu of such induction 
be assigned, for a period equal to the period of training and service prescribed by 
section 4 (b), to work of national wmportance under civilian direction. If after such 
hearing the Department of Justice finds that his objections are not sustained, it 
shall recommend to the appeal board that such objections be not sustained. 
The appeal board shall, in making its decision, give consideration to, but shall 
not be bound to follow, the recommendation of the Department of Justice together 
with the record on appeal from the local board. Each person whose claim for 
exemption from combatant training and service because of conscientious objections 
is sustained shall be listed by the local board on a register of conscientious objectors. 

(k) No exception from registration, or exemption or deferment from training 
and service, under this title, shall continue after the cause therefor ceases to exist. 

(1) Notwithstanding any other provisions of law, no person between the ages 
of eighteen and twenty-one shall be discharged from service in the armed forces 
of the United States while this title is in effect because such person entered such 
service without the consent of his parent or guardian. 

(m) No person shall be relieved from training and service under this title by 
reason of conviction of a criminal offense, except where the offense of which he 
has been convicted may be punished by death, or by 
exceeding one year. 

(n) In the case of any registrant whose nen place of employment is located 
outside the appeal board area in which the local board having jurisdiction over 
the registrant is located, any occupational deferment made under subsection (h) 
of this section may, within five days after such deferment is made, be submitted 
for review and decision to the appeal board having jurisdiction over the area in 
which is located the principal place of employment of the registrant. Such deci- 
sion of the appeal board shall be final unless modified or changed by the Presi- 
dent, and such decision shall be made public. 

(o) Where one or more sons or daughters of a gars Me were killed in action or 
died in line of duty while serving in the armed forces of the United States, or sub- 
sequently died as a result of injuries received or disease incurre dduring such serv- 


ice, the sole surviving son of such family shall not be inducted for service under 
the terms of this title. 


imprisonment for a term 


[AcTIVE DUTY FOR CERTAIN MEM"™ERS Of RESERVE COMPONENTS] 


(Sec. 7. Notwithstanding any other provision of law or of this title, the Presi- 
dent is hereby authorized to order into the active service of the armed forces of 
the United States, without their consent and for a period not to exceed twenty-one 








8&4 UNIVERSAL MILITARY TRAINING AND SERVICE ACT 


consecutive months each. members (other than those exempted or deferred from 
training and service under the provisions of section 6 (c)) of any or all reserve com- 
ponents of the armed forces of the United States who shall have had less than 
ninety days’ continuous active service in the armed forees of the United States, 
exclusive of periods of active training duty. No member of the National Guard 
of any State, Territory, or the District of Columbia shall be ordered into the active 
service of the armed forces of the United States under this section unless the gov- 
ernor of such State or Territory, or the Commanding General of the District of 
Columbia National Guard in the case of a member of the District of Columbia 
National Guard, has consented to the ordering into active service of the armed 
forces of the United States of members of the National Guard of his State, Terri- 
tory, or District, as the case may be, in accordance with such program or programs 
as may have been mutually agreed upon, Nothing in this section shall be con- 
strued to repeal or abridge any existing law which authorizes the ordering of mem- 
bers of reserve components of the armed forces into active service.] 


BOUNTIES; SUBSTITUTES; PURCHASES OF RELEASE 


Sec. 8. No bounty shal! be paid to induce any person to enlist in or be inducted 
into the armed forces of the United States: Provided, That the clothing or enlist- 
ment allowances authorized by law shall not be regarded as bounties within the 
meaning of this section. No person liable for training and service in such forces 
shall be permitted or allowed to furnish a substitute for such training and service; 
no substitute as such shall be received, enlisted, enrolled, or inducted into the 
armed forces of the United States; and no person liable for training and service 
in such forces under section 4 shall be permitted to escape such training and serv- 
ice or be discharged therefrom prior to the expiration of his period of such train- 
ing and service by the payment of money or any other valuable thing whatsoever 
as consideration for his release from such training and service or liability therefor. 


SEPARATION FROM SERVICE} REEMPLOYMENT RIGHTS 


Sec. 9. (a) Any person inducted into the armed forces under this title for train- 
ing and service, who, in the judgment of those in authority over him, satisfactorily 
completes his period of training and service under section 4 (b) shall be entitled 
to a certificate to that effect upon the completion of such period of training and 
service, which shall include a record of any special proficiency or merit attained. 
In addition, each such person who is inducted into the armed forces under this 
title for training and service shall be given a physical examination at the begin- 
ning of such training and service, and upon the completion of his period of train- 
ing and service under this title, each such person shall be given another physical 
examination and, upon his written request, shall be given a statement of physical 
condition by the Secretary concerned: Provided, That such statement shall not 
contain any reference to mental or other conditions which in the judgment of the 
Secretary concerned would prove injurious to the physical or mental hea!th of the 
person to whom it pertains. 

(b) In the case of any such person who, in order to perform such training and 
service, has left or leaves a position (other than a temporary position) in the em- 
ploy of any employer and who (1) receives such certificate, and (2) makes appli- 
cation for reemployment within ninety days after he is relieved from such training 
and service or from hospitalization continuing after discharge for a period of not 
more than one year— 

(A) if such position was in the employ of the United States Government, 
its Territories, or possessions, or political subdivisions thereof, or the District 
of Columbia, such person shall— 

(i) if still qualified to perform the duties of such position be restored to 
such position or te a position of like seniority, status, and pay; or 

(ii) if not qualified to perform the duties of such position by reason of 
disability sustained during such service but qualified to perform the 
duties of any other position in employ of the employer, be restored to 
such other position the duties of which he is qualified to perform as will 
provide him like seniority, status, and pay, or the nearest approximation 
thereof consistent with the circumstances in his case; 

(B) if such position was in the employ of a private employer, such person 
sha!l— 

(i) if still qualified to perform the duties of such position, be restored 
by such employer or his successor in interest to such position or to a 
position of like seniority, status, and pay; or 
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(ii) if not qualified to perform the duties of such position by reason of 
disability sustained during such service but qualified to perform the 
duties of any other position in the employ of such employer or his 
successor in interest, be restored by such employer or his successor in 
interest to such other position the duties of which he is qualified to 
perform as will provide him like seniority, status, and pay, or the nearest 
approximation thereof consistent with the circumstances in his case, 

unless the employer’s circumstances have so changed as to make it impossible or 
unreasonable to do so; 

(C) if such position was in the employ of any State or political subdivision 
thereof, it is hereby declared to be the sense of the Congress that such person 
should— 

(i) if still qualified to perform the duties of such position, be restored 
to such position or to a position of like seniority, status, and pay; or 

(ii) if not qualified to perform the duties of such positicn by reason of 
disability sustained during such service but qualified to perform the 
duties of any other position in the employ of the employer, be restored 
to such other position the duties of which he is qualified to perform as 
will provide him like seniority, status, and pay, or the nearest approxi- 
mation thereof consistent with the circumstances in his case. 

(c) (1) Any person who is restored to a position in accordance with the provi- 
sions of paragraph (A) or (B) of subsection (b) shall be considered as having been 
on furlough or leave of absence during his period of training and service in the 
armed forces, shall be so restored without loss of seniority, shall be entitled to 
participate in insurance or other benefits offered by the employer pursuant to 
established rules and practices relating to employees on furlough or leave of 
absence in effect with the employer at the time such person was inducted into 
such forces, and shall not be discharged from such position without cause within 
one year after such restoration. 

(2) It is hereby declared to be the sense of the Congress that any person who 
is restored to a position in accordance with the provisions of paragraph (A) or 
(B) of subsection (b) should be so restored in such manner as to give him such 
status in his employment as he would have enjoyed if he had continued in such 
employment continuously from the time of his entering the armed forces until 
the time of his restoration to such employment. 

(d) In case any private employer fails or refuses to comply with the provisions 
of subsection (b) or subsection (c) (1), the district court of the United States for 
the district in which such private employer maintains a place of business shall 
have power, upon the filing of a motion, petition, or other appropriate pleading 
by the person entitled to the benefits of such provisions, specifically to require 
such employer to comply with such provisions and to compensate such person 
for any loss of wages or benefits suffered by reason of such employer’s unlawful 
action: Provided, That any such compensation shall be in addition to and shall 
not be deemed to diminish any of the benefits of such provisions. The court 
shall order speedy hearing in any such case and shall advance it on the calendar. 
Upon application to the United States district attorney or comparable official 
for the district in which such private employer maintains a place of business, by 
any person claiming to be entitled to the benefits of such provisions, such United 
States district attorney or official, if reasonably satisfied that the person so apply- 
ing is entitled to such benefits, shall appear and act as attorney for such person 
in the amicable adjustment of the claim or in the filing of any motion, petition, 
or other appropriate pleading and the prosecution thereof specifically to require 
such employer to comply with such provisions: Provided, That no fees or court 
costs shall be taxed against any person who may apply for such benefits: Pro- 
vided further, That only the employer shall be deemed a necessary party respond- 
ent to any such action. 

(e) (1) Any person who is entitled to be restored to a position in accordance with 
the provisions of paragraph (A) of subsection (b) and who was employed, imme- 
diately before entering the armed forces, by any agency in the executive branch 
of the Government or by any Territory or possession, or political subdivision 
thereof, or by the District of Columbia, shall be so restored by such agency or the 
successor to its functions, or by such Territory, possession, political subdivision, 
or the District of Columbia. In any case in which, upon appeal of any person 
who was employed immediately before entering the armed forces by any agency 
in the executive branch of the Government or by the District of Columbia, the 
United States Civil Service Commission finds that 

(A) such agency is no longer in existence and its functions have not been 
transferred to any other agency; or 
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(B) for any reason it is not feasible for such person to be restored to em- 
ployment by such agency or by the District of Columbia, 

the Commission shall determine whether or not there is a position in any other 
agency in the executive branch of the Government or in the government of the 
District of Columbia for which such person is qualified and which is either vacant 
or held by a person having a temporary appointment thereto. In any case in 
which the Commission determines that there is such a position, such person shall 
be restored to such position by the agency in which such position exists or by the 
government of the District of Columbia, as the case mav be. The Commission 
is authorized and directed to issue regulations giving full force and effect to the 
provisions of this section insofar as they relate to persons entitled to be restored 
to positions in the executive branch of the Government or in the government of 
the District of Columbia, including persons entitled to be restored under the last 
sentence of paragraph (2) of this subsection. The agencies in the executive branch 
of the Government and the government of the District of Columbia shall comply 
with such rules and regulations and orders issued by the Commission pursuant to 
this subsection. The Commission is authorized and directed whenever it finds, 
upon appeal of the person concerned, that any agency in the executive branch of 
the Government or the government of the District of Columbia has failed or 
refuses to comply with the provisions of this section, to issue an order specifically 
requiring such agency or the government of the District of Columbia to comply 
with such provisions and to compensate such person for any loss of salary or wages 
suffered by reason of failure to comply with such provisions, less any amounts 
received by him through other employment, unemployment compensation, or 
readjustment. allowances: Provided, That any such compensation ordered to be 
paid by the Commission shall be in addition to and shall not be deemed to diminish 
any of the benefits of such provisions, and shall be paid by the head of the agency 
concerned or by the government of the District of Columbia out of appropriations 
currently available for salary and expenses of such agency or government, and 
such appropriations shall be available for such purpose. As used in this para- 
graph, the term “agency in the executive branch of the Government” means any 
department, independent establishment, agency, or corporation in the executive 
branch of the United States Government. 

(2) Any person who is entitled to be restored to a position in accordance with 
the provisions of paragraph (A) of subsection (b) and who was employed, immedi- 
ately before entering the armed forces, in the legislative branch of the Government, 
shall be so restored by the officer who appointed him to the position which he 
held immediately before entering the armed forces. In any case in which it is 
not possible for any such person to be restored to a position in the legislative 
branch of the Government and he is otherwise eligible to acquire a status for 
transfer to a position in the classified (competitive) civil service in accordance 
with section 2 (b) of the Act of November 26, 1940 (54 Stat. 1212), the United 
States Civil Service Commission shall, upon appeal of such person, determine 
whether or not there is a position in the executive branch of the Government for 
which he is qualified and which is either vacant or held by a person having a 
temporary appointment thereto. In any case in which the Commission deter- 
mines that there is such a position such person shall be restored to such position 
by the agency in which such position exists. 

(3) Any person who is entitled to be restored to a position in accordance with 
the provisions of paragraph (A) of subsection (b) and who was employed, immedi- 
ately before entering the armed forces, in the judicial branch of the Government, 
shall be so restored by the officer who appointed him to the position which he held 
immediately before entering the armed forces. 

(f) In any case in which two or more persons who are entitled to be restored 
to a position under the provisions of this section or of any other law relating to 
similar reemployment benefits left the same position in order to enter the armed 
forces, the person who left such position first shall have the prior right to be 
restored thereto, without prejudice to the reemployment rights of the other 
person or persons to be restored. 

(g) (1) Any person who, subsequent to [the date of enactment of this title 
and while it is in effect,] June 24, 1948, enlists in the [armed forces] Armed 
Forces of the United States (other than in a [reserve] Reserve component) and 
who serves for not more than [three] four years (plus any period of additional 
service imposed pursuant to law) shall[, if such enlistment is his first enlistment 
in the armed forces subsequent to the date of enactment of this title, ] be entitled 
upon [the expiration of his enlistment (including any extension thereof by law 
but not including any voluntary extension thereof) or upon his discharge] release 
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rom service under honorable conditions [prior to the expiration thereof,] to all 
the reemployment rights and other benefits provided for by this section in the 
case of inductees. 

(2) Any person who, subsequent to [the effective date of this title and while 
it is in effect, ] June 24, 1948, enters upon active duty (other than for the purpose 
of determining his physical fitness), whether or not voluntarily, in the [armed 
forces] Armed Forces of the United States or the Publie Health Service in response 
to an order or call to active duty shall, upon his relief from active duty under 
honorable conditions, be entitled to all of the reemployment rights and benefits 
provided by this section in the case of inductees, if he is relieved from active 
duty not later than [three] four years after the date of entering upon active 
duty or as soon after the expiration of such [three] four years as he is able to 
obtain orders relieving him from active duty. 

(3) Any employee who holds a position described in paragraph (A) or (B) of 
subsection (b) of this section shall be granted a leave of absence by his employer for the 
purpose of being inducted into, entering, determining his physical fitness to enter, or 
performing training duty in, the Armed Forces of the United States. Upon his 
release from training duty or upon his rejection, suck employe shall. if he makes 
prompt application for reinstatement, be reinstaied in his position without reduction 
an his seniority, status, or pay except as such reduction may be made for all employees 
similarly situated. 

(h) The Secretary of Labor, through the Bureau of Veterans’ Reemployment 
Rights, shall render aid in the replacement in their former positions of persons 
who have satisfactorily completed any period of active duty in the armed forces 
of the United States or the Public Health Service. In rendering such aid, the 
Secretary shall use the then existing Federal and State agencies engaged in similar 
or related activities and shall utilize the assistance of volunteers 

(i) Any person inducted into the armed forees for training and service under 
this title shail, during the period of such service, be permitted to vote in person 
or by absentee ballot in any general, special, or primary election occurring in the 
State of which he is a resident, whether he is within or outside such State at the 
time of such election, if under the laws of such State he is otherwise entitled so to 
vote in such election; but nothing in this subsection shall be construed to require 
granting to any such person a leave of absence or furlough for longer than one day 
in order to permit him to vote in person in any such election. No person inducted 
into, or enlisted in, the armed forces for training and service under this title shall, 
during the period of such service, as a condition of voting in any election for 
President, Vice President, electors for President or Vice President, or for Senator 
or Member of the House of Representatives, be required to pay any poll tax or 
other tax or make any other payment to any State or political subdivision thereof. 

(j) The Secretaries of Army, Navy, Air Force, or Treasury shall furnish to the 
Selective Service System hereafter established a report of separation for each 
person separated from active duty. 


THE SELECTIVE SERVICE SYSTEM; CONSTRUCTION; CiVILIAN EMPLOYEES 


Sec. 10. (a) (1) There is hereby established in the executive branch of the 
Government an agency to be known as the Selective Service System, and a 
Director of Selective Service who shall be the head thereof. 

(2) The Selective Service System shall include a national headquarters, at 
least one State headquarters in each State, Tercitory, and possession of the United 
States, and in the District of Columbia, and the local boards, appeal boards, and 
other agencies provided for in subsection (b) (3) of this section. 

(3) The Director shall be appointed by the President, by and with the advice 
and consent of the Senate. The Director shall receive compensation at the rate of 
$12,500 per year. 

(4) The functions of the Office of Selective Service Records (established by the 
Act of March 31, 1947) and of the Director of the Office of Selective Service Records 
are hereby transferred to the Selective Service System and the Director of Selec- 
tive Service, respectively. The personnel, property, records, and unexpended 
balances (available or to be made available) of appropriations, allocations, and 
other funds of the Office of Selective Service Records are hereby transferred to 
the Selective Service System. The Office of Selective Service Records shall cease 
to exist upon the taking of effect of the provisions of this title: Provided, That, 
effective upon the termination of this title and notwithstanding such termination 
in other respects, (A) the said Office of Selective Service Records is hereby re- 
established on the same basis and with the same functions as obtained prior to the 
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effective date of this title, (B) said reestablished Office shall be responsible for 
liquidating any other outstaading affairs of the Selective Service System, and (C) 
the personnel, property, records, and unexpended balances (available or to be 
made available) of appropriations, allocations, and other funds of the Selective 
Service System shall be transferred to such reestablished Office of Selective Service 
Records, 

(b) The President is authorized— 

(1) to prescribe the necessary rules and regulations to carry out the 
provisions of this title; 

(2) to appoint, upon recommendation of the respective governor or 
comparable executive official, a State director of the Selective Service System 
for each headquarters in each State, Territory, and possession of the United 
States and for the District of Columbia, who shall represent the governor 
and be in immediate charge of the State headquarters of the Selective Service 
System; to employ such number of civilians, and to order to active duty 
with their consent and to assign to the Selective Service System such officers 
of the selective-service section of the State headquarters and headquarters 
detachments and such other officers of the federally recognized National 
Guard of the United States or other armed forces personnel (including 
personnel of the reserve components thereof), as may be necessary for the 
administration of the national and of the several State headquarters of the 
Selective Service System; 

(3) to create and establish within the Selective Service System civilian 
local boards, civilian appeal boards, and such other civilian agencies, includ- 
ing agencies of appeal, as may be necessary to carry out its functions with 
respect to the registration, examination, classification, selection, assignment, 
delivery for induction, and maintenance of records of persons registered 
under this title, together with such other duties as may be assigned under 
this title. He shall create and establish one or more local boards in each 
county or pclitical subdivision corresponding thereto of each State, Terri- 
tory, and possession of the United States, and in the District of Columbia, 
Each local board shall consist of three or more members to be appointed by 
the President from recommendations made by the respective governors or 
comparable executive officials: Provided, That an intercounty local board con- 
sisting of at least one member from each component county or corresponding 
subdivision may be established for an area not exceeding five counties or 
political supdivisions corresponding thereto within a State or comparable 
jurisdiction when the President determines, after considering the public 
interest involved and the recommendation of the governor or comparable 
executive Official or Officials, that the establishment of such loca! board area 
will result in a more efficient and economical operation. Any such inter- 
county loeal board shall have within its area the same power and jurisdiction 
as a local board has in its area. No member of any local board shall be a 
member of the armed forces of the United States. but each member of any 
local board shall be a civilian who is a citizen of the United States residing in 
the county or political subdivision corresponding thereto in which such 
local board has jurisdiction, and each intercounty local board shall have at 
least one member from each county or political subdivision corresponding 
thereto included within the intercounty local board area. Such local boards, 
or separate panels thereof each consisting of three or more members, shall, 
under rules and regulations prescribed by the President, have the power 
within the respective jurisdictions of such local boards to hear and determine, 
subject to the right of appeal to the appeal boards herein authorized, all 
questions or claims with respect to inclusion for, or exemption or deferment 
from, training and service under this title, of all individuals within the juris- 
diction of such local boards. The decisions of such local board shall be final, 
except where an appeal is authorized and is taken in accordance with such 
rules and regulations as the President may prescribe. There shall be at least 
one appeal board for each State. Appeal boards within the Selective Service 
System shall be composed of civilians who are citizens of the United States and 
who are not members of the armed forces. The decision of such appeal 
boards shall be final in cases before them on appeal unless modified or changed 
by the President. The President, upon appeal or upon his own motion, shall 
have power to determine all claims or questions with respect to inclusion for, 
or exemption or deferment from training and service under this title, and the 
determination of the President shall be final. No person who is a civilian 
officer, member, agent, or employee of the Office of Selective Service Records 
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agency of such Office or System, shall be excepted from registration or de- 
ferred or exempted from training and service, as provided for in this title 
by reason of his status as such civilian officer, member, agent, or employee; 

(4) to appoint, and to fix, in accordance with the Classification Act of 
1949, the compensation of such officers, agents, and employees as he may 
deem necessary to carry out the provisions of this title: Provided, That the 
compensation of employees of local boards and appeal boards may be fixed 
without regard to the Classification Act of 1949: Provided further, That 
any officer on the active or retired list of the armed forces, or any reserve com- 
ponent thereof with his consent, or any officer or employee of any depart- 
ment or agency of the United States who may be assigned or detailed to any 
office or position to carry out the provisions of this title (except to offices or 
positions on local boards or appeal boards established or created pursuant 
to section 10 (b) (3)) may serve in and perform the functions of such office 
or position without loss of or prejudice to his status as such officer in the 
armed forces or reserve component thereof, or as such officer or employee in 
any department or agency of the United States; 

(5) to utilize the services of any or all departments and any and all officers 
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or agents of the United States, and to accept the services of all officers and 
agents of the several States, Territories, and possessions, and subdivisions 
thereof, and the District of Columbia, and of private welfare organizations, 
in the execution of this title; 

(6) to purchase such printing, binding, and blank-book work from public, 
commercial, or private printing establishments or binderies upon orders 
placed by the Public Printer or upon waivers issued in accordance with 
section 12 of the Printing Act approved January 12, 1895, as amended, and 
to obtain by purchase, loan, or gift such equipment and supplies for the 
Selective Service System, as he may deem necessary to carry out the pro- 
visions of this title, with or without advertising or formal contract; 

(7) to prescribe eligibility, rules, and regulations governing the parole for 
service in the armed forces, or for any other special service established pur- 
suant to this title, of any person convicted of a violation of any of the pro- 
visions of this title; 

(8) subject to the availability of funds appropriated for such purpose, to 
procure such space as he may deem necessary to carry out the provisions of 
this title and Public Law 26, Eightieth Congress, approved March 31, 1947, 
by lease pursuant to existing statutes, except that the provisions of the Act 
of June 30, 19382 (47 Stat. 412), as amended by section 15 of the Act of 
March 3, 1933 (47 Stat. 1517; 40 U. S. C. 278a), shall not apply to any 
lease entered into under the authority of this title; 

(9) subject to the availability of funds appropriated for such purposes, to 
determine the location of such additional temporary installations as he may 
deem essential; to utilize and enlarge such existing installations; to construct, 
install, and equip, and to complete the construction, installation, and equip- 
ment of such buildings, structures, utilities, and appurtenances (ineluding the 
necessary grading and removal, repair or remodeling of existing structures 
and installations), as may be necessary to carry out the provisions of this 
title; and, in order to accomplish the purpose of this title, to acquire lands, 
and rights pertaining thereto, or other interests therein, for temporary use 
thereof, by donation or lease, and to prosecute construction thereon prior 
to the approval of the title by the Attorney General as required by section 
355, Revised Statutes, as amended; 

(10) subject te the availability of funds appropriated for such purposes, to 
utilize, in order to provide and furnish such services as may be deemed 
necessary or expedient to accomplish the purposes of this title, such personnel 
of the armed forces and of Reserve components thereof with their consent, 
and such civilian personnel, as may be necessary. For the purposes of this 
title, the provisions of section 14 of the Federal Employees’ Pay Act of 1946 
(Public Law 390, Seventy-ninth Congress) with respect to the maximum 
limitations as to the number of civilian employees shall not be applicable to 
the Department of the Army, the Department of the Navy, or the Depart- 
ment of the Air Force. 

(c) The President is authorized to delegate any authority vested in him under 
this title, and to provide for the subdelegation of any such authority. 

(d) In the administration of this title, gifts of supplies, equipment, and volun- 
tary services may be accepted. 








90 UNIVERSAL MILITARY TRAINING AND SERVICE ACT 


(e) The Chief of Finance, United States Army, is authorized to act as the fiscal, 
disbursing, and accounting agent of the Director in carrying out the provisions of 
this title. 

(f) The Director is authorized to make final settlement of individual claims, for 
amounts not exceeding $50, for travel and other expenses of uncompensated 

ersonnel of the Office of Selective Service Records, or the Selective Service 
System, incurred while in the performance of official duties, without regard to 
other provisions of law governing the travel of civilian employees of the Federal 
Government. 

EMERGENCY MEDICAL CARE 


Sec. 11. Under such rules and regulations as may be prescribed by the President, 
funds available to carry out the provisions of this title shall also be available for 
the payment of actual and reasonable expenses of emergency medical care, includ- 
ing hospitalization, of registrants who suffer illness or injury, and the transporta- 
tion, and burial, of the remains of registrants who suffer death, while acting under 
orders issued under the provisions of this title, but such burial expenses shall not 
exceed $150 in any one case. 

PENALTIES 


Sec. 12. (a) Any member of the Selective Service System or any other person 
charged as herein provided with the duty of carrying out any of the provisions of 
this title, or the rules or regulations made or directions given thereunder, who 
shall knowingly fail or neglect to perform such duty, and any person charged with 
such duty, or having and exercising any authority under said title, rules, regula- 
tions, or directions who shall knowingly make, or be a party to the making of any 
false, improper, or incorrect registration, classification, physical or mental exami- 
nation, deferment, induction, enrollment, or muster, and any person who shall 
knowingly make, or be a party to the making of, any false statement or certificate 
regarding or bearing upon a classification or in support of any request for a particu- 
lar classification, for service under the provisions of this title, or rules, regulations, 
or directions made pursuant thereto, or who otherwise evades or refuses registra- 
tion or service in the armed forces or any of the requirements of this title, or who 
knowingly counsels, aids, or abets another to refuse or evade registration or serv- 
ice in the armed forces or any of the requirements of this title, or of said rules, 
regulations, or directions, or who in any manner sha!] knowingly fail or neglect 
or refuse to perform any duty required of him under or in the execution of this 
title, or rules, regulations, or directions made pursuant to this title, or any person 
or persons who shall knowingly hinder or interfere or attempt to do so in any way, 
by force or violence or otherwise, with the administration of this title or the rules 
or regulations made pursuant thereto, or who conspires to commit any one or 
more of such offenses, shall, upon conviction in any district court of the United 
States of competent jurisdiction, be punished by imprisonment for not more than 
five years or a fine of not more than $10,000, or by both such fine and imprison- 
ment, or if subject to military or naval law may be tried by court martial, and, on 
conviction, shall suffer such punishment as a court martial may direct. No per- 
son shall be tried by court martial in any case arising under this title unless such 
person has been actually inducted for the training and service prescribed under 
this title or unless he is subject to trial by court martial under laws in force prior 
to the enactment of this title. Precedence shall be given by courts to the trial 
of cases arising under this title, and such cases shall, upon request of the Attorney 
General, be advanced on the docket for immediate hearing. 

(b) Any person (1) who knowingly transfers or delivers to another, for the 
purpose of aiding or abetting the making of any false identification or representa- 
tion, any registration certificate, alien’s certificate of nonresidence, or any other 
certificate issued pursuant to or prescribed by the provisions of this title, or rules 
or regulations promulgated hereunder; or (2) who, with intent that it be used for 
any purpose of false identification or representation, has in his possession any such 
certificate not duly issued to him; or (3) who forges, alters, or in anv manner 
changes any such certificate or any notation duly and validly inscribed thereon; 
or (4) who, with intent that it be used for any purpose of false identification or 
representation, photographs, prints, or in any manner makes or executes any 
engraving, photograph, print, or impression in the likeness of any such certificate, 
or any colorable imitation thereof; or (5) who has in his possession any certificate 
purporting to be a certificate issued pursuant to this title, or rules and regulations 
promulgated hereunder, which he knows to be falsely made, reproduced, forged, 
counterfeited, or altered; or (6) who knowingly violates or evades any of the pro- 
visions of this title or rules and regulations promulgated pursuant thereto relating 
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to the issuance, transfer, or possession of such certificate, shall, upon conviction, 
be fined not to exceed $10,000 or be imprisoned for not more than five years, or 
both. Whenever on trial for a violation of this subsection the defendant is shown 
to have or to have had possession of any certificate not duly issued to him, such 
possession shall be deemed sufficient evidence to establish an intent to use such 
certificate for purposes of false identification or representation, unless the defend- 
ant explains such possession to the satisfaction of the jury. 


NONAPPLICABILITY OF CERTAIN LAWS 


Sec. 13. (a) Nothing in section 109 or 113 of the Criminal Code (U.S. C., title 
18, secs. 198 and 203), in section 190 of the Revised Statutes (U. 8. C., title 5, 
sec. 99), in section 19 (e) of the Contract Settlement Act of 1944 (U. 5. C., title 
41, sec. 119 (e)), or in the second sentence of subsection (a) of section 9 of the 
Act of August 2, 1939 (53 Stat. 1148), entitled ““An Act to prevent pernicious 
political activities,” as amended, shall be deemed to apply to any person because 
of his appointment under authority of this title or the regulations made pursuant 
thereto, as an uncompensated official of the Selective Service System, or as an 
individual to conduct hearings on appeals of persons claiming exemption from 
combatant or noncombatant training because of conscientious objections or persons 
appointed to or serving on the National Selective Service Appeal Board. 

(b) All functions performed under this title shall be excluded from the operation 
of the Administrative Procedure Act (60 Stat. 237) except as to the requirements 
of section 3 of such Act. 

(c) In computing the lump-sum payments made to Air Force reserve officers 
under the provisions of section 2 of the Act of June 16, 1936, as amended (U.S. C., 
title 10, sec. 300a), and to reserve officers of the Navy or to their beneficiaries 
under section 12 of the Act of August 4, 1942, as amended (U.S. C., title 34, see. 
850k), no credit shall be allowed for any period of active service performed from 
the effective date of this title to the date on which this title shall cease to be 
effective. Each such lump-sum payment shall be prorated for a fractional part 
of a vear of active service in the case of any reserve officer subject to the provisions 
of either such section, if such reserve officer performs continuous active service 
for one or more years (inclusive of such service performed during the period in 
which this title is effective) and such active service includes a fractional part of 
a vear immediately prior to the effective date of this title, or immediately following 
the date on which this title shall cease to be effective, or both. 


CIVIL RELIEF 


Sec. 14. Notwithstanding the provisions of section 604 of the Act of October 
17, 1940 (54 Stat. 1191), and the provisions of section 4 of the Act of July 25, 1947 
(Public Law 239, Eightieth Congress), all of the provisions of the Soldiers’ and 
Sailors’ Civil Relief Act of 1940, as amended, including specifically article IV 
thereof, shall be applicable to all persons in the armed forces of the United States, 
including all persons inducted into the armed forces pursuant to this title or the 
Public Health Service, until such time as the Soldiers’ and Sailors’ Civil Relief 
Act of 1940, as amended, is repealed or otherwise terminated by subsequent Act 
of the Congress: Provided, That, with respect to persons inducted into the armed 
forces while this title is in effect, wherever under any section or provision of the 
Soldiers’ and Sailors’ Civil Relief Act of 1949, as amended, a proceeding, remedy, 
privilege, stay, limitation, accounting, or other transaction has been authorized 
or provided with respect to military service performed while such Act is in force, 
such section or provision shall be deemed to continue in full force and effect so 
long as may be necessary to the exercise or enjoyment of such proceeding, remedy, 
privilege, stay, limitation, accounting, or other transaction. 


NOTICE OF TITLE; VOLUNTARY ENLISTMENTS 


Sec. 15. (a) Every person shall be deemed to have notice of the requirements 
of this title upon publication by the President of a proclamation or other public 
notice fixing a time for any registration under section 3. 

(b) It shall be the duty of every registrant to keep his local board informed as 
to his current address and changes in status as required by such rules and regula- 
tions as may be prescribed by the President. 

(c) If any provision of this title, or the application thereof to any person or cir- 
cumstance, is held invalid, the remainder of the title, and the application of such 
provision to other persons or circumstances, shall not be affected thereby. 
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(d) Except as provided in section 4 (c) or section 4 (g), nothing contained in 
this title shall be construed to repeal, amend, or suspend the laws now in force 
authorizing voluntary enlistment or reenlistment in the armed forces of the 
United States, including the reserve components thereof, except that no person 
shall be accepted for enlistment after he has received orders to report for induction 
and except that, whenever the Congress or the President has declared that the 
national interest is imperiled, voluntary enlistment or reenlistment in such forces, 
and their reserve components, may be suspended by the President to such extent 
as he may deem necessary in the interest of national defense. 


DEFINITIONS 

Sec. 16. When used in this title— 
(a) The term “between the ages of eighteen and twenty-six” shall refer to men 
who have attained the eighteenth anniversary of the day of their birth and who 
have not attained the twenty-sixth anniversary of the day of their birth; and 


i 
ot! er terms 


designating different age groups shall be construed in a similar 








b) The term “United States’, when used in a geographical sense, shall be 
deemed to mean the several States, the District of Columbia, Alaska, Hawaii, 
Puerto Ri ,a ithe Virgin Islands 


Cc The term “armed forces” shall be deemed to ine] 


ide the Army, the Navv 














> 
t! id the Coast Guard. 

( the United States’ shall be deemed to inelude 
the courts of the United States for the Territories and possessions of the United 
Stat = 

I} e term ~ local bo: r shall he dee! ied to is cl ice a} intercount* local 
board the case of any registrant who is subject to the jumsdiction of an inter- 
Cc t vcal board 

The term ‘‘Director’’ shall be deemed to mean the Director of the Selective 

aS ice Svstem 
Che term “duly ordained m ’” means a person who has 
ai ed, in accordance with the , or dise ipline of a church, 
sect, or organization establishe of a community of fait} 
‘f, doetrines and practices of a religious character, to preach and to teach 
s of such church, sect, or organization and to administer the rites and 
ceremonies thereof in publie worship, and who as his regular and customary voca- 
tion preaches and teaches the principles of religion and administers the ordinances 
of »} Ship as e bodied in t ie creed or principles o such church, sect, or 

organizatic 

2) The term rular minister of religion’? mear is customary 
vocation preac} ind teaches the principles of reli h, @ religious 
sect, or organization of which he is a member, wi een formally 
ordained as a minister of religion, and who is recognized by such church, sect, or 


organization as a regular minister. 
gular or duly ordained minister of religion’? does not include a 
person who trregularly or incidentally preaches and teaches the principles of 
religion of a church, religious sect, or organization and does not include any person 
who may have been duly ordained a minister in accordance with the ceremonial, 
rite, or discipline of a church, religious s 








regularly, as a vocati 
the ordinances of 


ect, or organization, but who does not 
n, teach and preach the principles of religion and administer 
ic worship as embodied in the creed or principles of hi 


church, s , or organization. 





h) The term ‘organized unit,’’ when used with respect to a reserve com- 
ponent, shall be deemed to mean a unit in which the members thereof are required 
satisfactorily to participate in scheduled drills and training periods as prescribed 
by the S« retary of Defense. 





i) The term “reserve components of the armed forces” shall, unless the context 
otherwise requires, be deemed to include the federally recognized National Guard 
of the United States, the federally recognized Air National Guard of the United 
States, the Officers Reserve Corps, the Regular Army Reserve, the Air Force 

teserve, the Enlisted Reserve Corps, the Neval Reserve, the Marine Corps Re- 
serve, and the Coast Guard Reserve, and shall include, in addition to the foregoing 
the Public Health Service Reserve when serving with the armed forces. 

The terms “active training and service’’ shall he deemed to mean any military 
Service n the active Armed Forces: ‘‘trainee’’ shall be deemed to mean a person in- 


ducted into the Armed Forces under this title prior to attaining the nineteenth anni- 





ve} 
Al 


mi 


sh 


e) 
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versary of his birth who is undergoing an initial period of basic training in the active 


Armed Forces; ‘initial period of basic training” or “initial basic training’’ shail 
mean that period of four months (or not to exces { Six on onths he oO ncrease l pur- 
suant to section 4 (k) of this title) immediately following ind 0? nducte 
shall mean any person inducted into the active Armed Force u 


active training and service. 
TERMINATION OF TITLE 


Sec. 17. (a) Except as provided in thi Ed all laws ‘ parts of laws in 
conflict with the provisions of this title are | ce ende J ] , 
extent of such conflict. (for the period in whict thi hall t n force J 

[(b) All of t he provisions of this title pone the provisions of section 2, the 


second sentence of section 4 (a), section 4 (b), sections 4 (d), 4 ( 1 (f), 9, 10 (a 
(4 . 10 (b 10), 13 (c), 14, and 17 (b ’ shall become noperative and cease to 
apply on July 9, 1951, or on such earlier date as may be specified in a joint reso- 
lution of the two Houses of Congress for that purpose, except as to offenses com- 
mitted prior to such date.] 

b) There are here by authorized to he appropr lated, out of any money in the Treas- 
ury not otherwise appropriated, such sums as may be necessary to , out the 
Provisions of this title. All funds appropriated for the admit frative expens if 
the National Security Training Commission shall be 1} ypriated directly to the 
Commission and all funds appropriated to pay the exrpenses of training carried out 
by Departments and agencies designated by the Commission shall be ap i 


directly to the designated Departments and agencies. 





{(c) There are hereby authorized to be ted, out of a onev in 
the Treasury not otherwise appropriated, Ss as ry be essa 
carry out the provisions of this title.] 

UTILIZATION OF INDUSTRY 
Sec. 18. (a) Whenever the President after consultation wit and recei\ 7 


advice from the National Security Resources Board determines that it is in 

interest of the national security for the Government to obtain prompt delivery 
of any articles or materials the procurement of which has been authorized |! 
the Congress exclusively for the use of the armed forces of the United States, 
or for the use of the Atomic Energy Commission, he is authorized, through the 
head of any Government agency, to place with any person operating a plant 
mine, or other facility capable of producing such artic 1 O1 

for such quantity of such articles or materials as the President deems appropri: 
Any person with whom an order is placed pursuant to the provisions of this sectio1 











shall be advised that such order is placed pursuant to the | isions of tl 
section. Under any such program of national procurement President s 
recognize the valid claim of American small business to participat ich ec 
tracts, in such manufactures, and in such distributior fF ma ls 
business shall be granted a fair share of the orders placed ( I 
use of the armed forces or for other Federal agencies now or hereafter designated 
in this section For the purposes of this seetion, a bi ) i 
determined to be “small business” if (1) its position in the trade or lustrv of 
vhich it is a part is not dominant, (2) the number of its employees does 
exceed 500, and (3) it is independently owned and operated 

b It shall be the duty of any person with whom an order is placed pur 
to the provisions of subsee ion (a), | to give such order suc precedence wWwitl 
respect to all other orders (Government rr private theret ) or thereaiter 
plac ed with such person as the President may prescribe, and (2) to fill su rder 
within the period of time prescribed by the President or as 


possible. 
(c) In case any person with whom an order is placed pursuant to the provis 
of subsection (a) refuses or fails 

(1) to give such order such precede nee with respect to a other order 
Government or private) theretofore or thereafter placed with such person as 
the President may have prescribed; 

(2) to fill such order within the period st time prescribed by the President 
or as soon thereafter as possible as detern :d by the President 

(3) to produce the kind or quality of articles or materials ordered; « 

(4) to furnish the quantity, kind, and quality of articles or materials ordered 
at such price as shall be negotiated between such person and Governm 
agency concerned: or in the event of failure to negotiate a price, to furr 1 the 
quantity, kind, and quality of articles or materials ordered a price as 
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he may subsequently be determined to be entitled to receive under subsec- 
tion (d); 
the President is authorized to take immediate possession of any plant, mine, or 
other facility of such person and to operate it, through any Government ageney, 
for the production of such articles or materials as may be required by the Govern- 
ment. 

(d) Fair and just compensation shall be paid by the United States (1) for any 
articles or materials furnished pursuant to an order placed under subsection (a), or 
(2) as rental for any plant, mine, or other facility of which possession is taken 
under subsection ( 

(e) Nothing contained in this secti iall be deemed to render inapplicable 
to any plant, mine, or facility of which possession is taken pursuant to subsection 
(c) any State or Federal laws concerning the health, safety, security, or employ- 





n shall |} ] 


ment standards of employees. 

(f) Any person, or any Officer of any person as defined in this section, who 
willfully fails or refuses to carry out any duty imposed upon him by subsection 
(b) of this section shall be guilty of a felony and, upon conviction thereof, shall 
be punished by imprisonment for not more than three years, or by a fine of not 
more than $50,000, or by | | } i 








(z) (1) As used in this 
(A) The term ‘‘person ial, firm, company, association, 
corporation, or other form o I 





(B) The term “Government azency’? means any department, azeney, inde- 
pendent establishment, or corporation in the Executive branch of the United 
States Government 








2) For the purposes ¢ f this section, a plant, mine, or other facility shall be 
deemed capable of producing any articl yr materials if it is then producing or 
furnishing such articles or materials or if the Presi i c ult with 
and receivil advice fro the Natior Security R Board d es 
that can be readily converted to the production or furr it f su articles 
or materiais 

I l i fie Presid ( r vii » i ] to 
require all producers of st n the United States to make available, to individuals, 
firms, associat I OmMmpanies, Corparations, or orgal ed manufa iring indus- 
tries having orders f{ Ste products or steel mat ils required by warmed 
forces, such percentages of 1 steel production of such prod t ial pro- 
portion deemed necessary for the expeditious execution of lers fo ich prod- 
ucts or material Complian wit such requir lent sha D a) itorv on all 
such producers of steel and such requir nt shail ta D e over all orders 
and « tracts theretofore placed with such producer If a ich produces 
of steel or the respo bie head or heads refuses to my} t ich 
requirement, 1 resident, through the Secretary of Defense, uuthorized to 
take immediate poss yn of the plant or plants of such producer , through 
the appropriate bra , bureau, or department of the armed forces, to insure 
compua ; with Su h I } rement Anv suc prod ice yf I respon- 
sible head or heads thereof refusing to comply with su requiren t shall be 
deemed ¢ tv of a felonv and upon conviction thereof shall b yunished by 
impris ment tor 1 more than thr vears and a fine not « nz S50.000. ; 

9 rhe Pres tent shall re ‘t to the C oy on the fina ns six 
month pe! f ng the date of enactment of is Act > DOT nt ( rier ir 
if sue} i? rination is not av la le. the approximat ereent e ry total 
steel productio the t i States i ) ( i i Sie 
period for the execut 1 of orders for steel produets and steel ma lals re ired 
by the Armed Forces, if such percentage figure Is in exc f 10 

AVIN PROVI iN 
othing in this title shall be deemed to amend ar provision of the 
rity Act of 1947 (61 Stat. 495 





EFFECTIVE DATI 


Sec. 20. This title shall become effective immediatelv; except ths 


President, or the Congress by coneurrent resoli:tion, declares a nation: 
after the date of enactment of this Act, no person shali be indueted or 
active service without his consent under this title within ninet 19, 
date of its enactment. The Secretary of the Army, for the Arm 
Foree, the Secretary of the Navy, for the Navv and Marine Corps, and the 
Secretary of the Treasury, for the Coast Guard, are hereby authorized and directed 
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to initiate and carry forward an intensified voluntary enlistment campaign in an 
effort to obtain the required personnel strengt! 


AUTHORITY TO ORDER RESERVE COMPONENTS TO ACTIVE FEDERAL SERVICE 


Sec. 21. Until EJuly 9, 1951, and subject to the limitation mpos¢ DY sec 





tion 2 of the Selective Service Act of 1948, as amended, J] J / , the Pre 
dent shall be authorized to order into the active military or naval e of the 
United States for a period of not to exceed [twenty-one] twenty-siz « ( 
months, with or without their consent, anv or all members and t f 

all Reserve components of the Armed Forces of the United Stat und ré 


personnel of the Regular Armed Forces. 


Act of July 27, 1950 (authorizing the President to extend enlist 
ments in the Armed Forces 


Be it enacted by the Senate and House of Representat the I i Stat 
America in Congress assembled, That until [July 9, 1951] J 1g the P 
dent shall be authorized to extend all enlist ents In any comy t! Ari 
of the United States, the United States Navy, and the United Stat l 
Corps, including the Naval Reserve and the Marine Corps Reser an 
component of the Air Force of the United States for a period 
twelve months: Provided, That all persons whose terms enlistment ur 
extended in accordance with the provisions of this Act sha g 
extensions to be subject in all respects to the laws ar gulat n 


ment of their respective Service No pe oO? who: ( strient ha hee 
heretofore Oo? hereafte > for twelve mont 
ment exten Le l for any additional pero if time nile 4} { 
: : ai ; : 
Act of september 9, 1950 (authorizing induction of certain medical 
ne : 

dental, and allied specialist categories 

Sec. 7. This Act, except for section 2 and section 5, shall te: , tJ 


9, 1951) J ¥ 1, 19535. 


Act of August 3, 1950 (suspending restrictions on personnel strength 
c ; i 
of the Armed Forces): 
That provis s of if impo ing re ric \Y , 
stre! h of a compone of t \r i ko 
a ( We : 1 CV, ] { C 
= ‘ 4 } ] etl 2 of ( A, of \ 12 19 er) 
section 2, e | r the oe me I \ f 1948 (62 S ty 
an ( s 102 a 02 of ¢ Act of J HW) 1050 | | ( 
fir Co re r* ¢ ereb ended J 31. 1954 


mer ( 4 » th / { / : j 
? t ( enty-five tl vuified 4 
pend is defined . | t ol \ 942 Sta 
Arie ied who are no - un ¢ ! 
Ve rs Ol &g&t d, With tl il roy I ‘ ur Sta 
met of a such alier ay ie expira I 
such period or periods as e Secretal e Army i Prog 
established unit With citi SO rs al ( Scere ca I iva 1 i 
tit for aliens 

Pke¢ So much of ( n 2 of the Act apy ved Au 1, IS94 (28 8 
179, 216: 10 U. S. C. 625), as ame d id d eT 
(except an Indian) who is me ( fthe Unit Sta \ 1 
legal declaration of his inte mn te ) \ of the I i Sta ull } 
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AUTHORIZING THE CONSTRUCTION OF MODERN NAVAL 
VESSELS 


4 


) 


FEBRUARY 21 (legislative day, JANUARY 24) 


< Mee Byrn, from the Committee on Armed Services, submitted the 


following 
REPORT 
{To accompany H. R. 1001) 


The Committee on Armed Services, to whom was reel 
(H. R. 1001) to authorize the construction of modern 


and for other purposes, having considered the same, report favorabl 


thereon without amendment, and recommend that the bill do pass 


PURPOSE OF THE BILL 


The purpose of the bill is to expedite the modernization of our Navy 
through the increased construction of new vessels and the conversion 
of existing vessels. 


EXPLANATION OF THE BILI 


During the last sessi mn of the Eightv-first Congress, the Navy was 

iven authority under the provisions of Public Law 674 to inaugurate 
a ais rnization program which it was understood would take several 
vears to complete. Subsequent to the enactment of that legislation 
the international situation worsened, and the Navy was directed to 
expedite its construction program so that its status by the end of 
fiscal vear 1952 would be adequate to meet the current defense 
requirements. Had the program been continued under normal cir 
cumstances it could not have been completed before fiscal vear 1955 
The program has the unanimous approval of the Joint Chiefs of 
Staff, the Department of Defense, and the Bureau of the Budget. 

The end of World War II found the Navy with numerous ships of 
Various types, most of which were designed and develope dl prior to the 
war, but the greater proportion of which were built during the war 
The le ‘ssons of World War IT and subse quent advances that have been 
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made in technical fields have made it mandatory that the Navy de- 
velop new prototype vessels to keep abreast of the changing condi- 
tions. The modernization of many of its existing vessels by the in- 
clusion of more modern weapons and equipment offers an economical 
method to partially solve the problem. This does not eliminate, how- 
ever, the immediate requirement to lay down other vessels to be built 
in many cases to new and radical designs. 

The bill authorizes a total of 140 major new vessels weighing ap- 
proximately 500,000 tons, and the conversion of 292 vessels. The 
cost of the program is $1,070,949,000 for new construction and $1,297,- 
143,000 for conversion, totaling $2,358,092,000. The ammunition 
necessitated by this program will cost approximately $382,000,000. 

The emphasis of the program is laid upon the improvement of the 
aircraft carriers and the development of vessels to meet the problems 
of antisubmarine warfare and mine sweeping. Included in the pro- 
gram is authority to construct a new type of carrier, which is a larger 
and more modern version of the so-called Midw: ay class. This carrier 
is designed to permit the operation of modern aircraft carrying very 
heavy bomb loads. It will be a prototype vessel and after service 
tests will permit the Navy to build additional vessels of the same type 
if the need for such craft is indicated. The carrier will have increased 
catapult and arresting equipment, larger elevators and higher hangar 
deck overhead in order to accommodate larger and faster planes. It 
will also carry additional protection and in every way is designed to 
meet the requirements of modern warfare. The committee took 
notice of the fact that this carrier replaced the much disputed ‘‘super”’ 
carrier Which was canceled by the former Secretary of Defense. The 
committee inquired of the witnesses appearing before it as to whether 
they were presenting the views of the Department of Defense. The 
record clearly shows that the construction of this carrier was recom- 
mended by the Department of Defense and was based upon a unani- 
mous recommendation of the Joint Chiefs of Staff. 

The bill in section 4 places a prohibition on the disposal, in any 
manner, of combatant vessels in spe cified cate fsorlies W ithout the 
specific approval of the Congress. This in effect sets aside the pro- 
visions of various laws under which the Navy has transferred combat- 
ant vessels to other nations, including the military aid program. 
This is not intended to cast any reflection on the disposals that have 
been made to South America or other friendly nations. 

Section 5 of the bill rescinds certain of the outstanding authoriza- 
tions presently held by the Navy. It is the opinion of the committee 
that this is an incomplete approach toa problem which must be solved 
at the earliest possible moment. Checks indicate that there are 
many additional authorizations still outstanding under which the 
Navy could construct or convert tonnage which makes it extremely 
difficult for the committee to visualize just what is the current situa- 
tion insofar as authorization to construct vessels is concerned. 

Accordingly, the Navy Department has been instructed to submit 
to the Congress at the earliest possible date legislation which will 
clean up all outstanding authorizations which are not needed to imple- 
ment the present program. The committee was informed that such 
legis'!ation has been drafted and is in process of being cleared by the 
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Kor this reason 


the committee does not intend to recommend any change in section 
5 of the bill as it passed the House but fully expects that this plan of 
canceling old authorizations be completed in a systematic manner 


within the shortest time possible. 


The committee does not believe that it should list in detail the types 


of ships being constructed or the characteristics of such vessels 


On 


the other hand, after careful questioning of the Chief of Naval Opera- 


tions and other witnesses from the 


Navy Department, it is convinced 


that the program is necessary and that it represents merely a further 
implementation of the long-range program which had previously been 


inaugurated. 
In compliance with subsection 


4 of rule NNIX of the Standing 


Rules of the Senate, there is herewith printed in parallel columns the 
text of provisions of the existing law which would be amended by 


the provisions of the bill: 


Existinc Law 


THE ACT OF JULY 26, 1950 (PUBLIC LAW 621) 
AS AMENDED 

Sec. 408 (e) (1). The President may, 

from time to time, in the interest of 


achieving standardization of military 
equipment and in order to provide pro- 
curement assistance without cost to the 
United States, transfer, or enter into 
contracts for the procurement for trans- 


fer of, equipment, materials or services 
to: \) Nations eligible for assistance 
under title I, II, or III of this Aet, 
(B) a nation which has joined with the 


United States in a collective defense 
and regional agreement, or (C) anv other 
nation not eligible to join a collective 
defense and regional arrangement re- 
ferred to in clause (B) above, but whose 
ability to defend itself or to participate 
in the defense of the area of which it is 
a part, is important to the security of 
the United States: P 


~pmsclod * * + 
ovided, 


BIL 


SE | Notwithstanding tl 


é he provi 
f the Mutual Defense Assistance 


SIONS 
LOT 


( 
\et of 


1949, as amended, or the provi- 
sions of any other law, no battleship, 
carrier, cruiser, d ver, or submarine 
of the United States which has not been 
stricken from the Navy Register as pro- 
vided by section 2 of the Act of Aug ist 5, 
ISS2 (22 Stat. 296), as amended, or any 
interest of the I ed States in any suel 
vessel, shall hereafter be sold, trans 
ferred or otherwise posed of u Ss 
tuthorize i her if rt +} (‘onecress 

Sec. 5. The balance of tonnage au- 
thorizations remaining in the following 
Acts is hereby rescinded 
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EXxIsTING Law 
THE ACT OF DECEMBER 17, 1943 (PUBLIC 
LAW 204, 78TH CONGRESS) 


That 


the Secretary of the Navy is 
hereby 


I 
authorized to acquire and con- 
vert or to undertake the construction of 
two million five hundred 
or th portion thereof as 
rected by the President 
vessels and one million t 
craft and district craft, 

landing craft 


of such size, 


thousand tons, 
may be di- 
of auxiliary 
ons of landing 
such auxiliary 
vessels, and district craft 
to be type, and design as 
the Secretary may consider best suited 
for the prosecution of the such 


suc 


war, 


vessels to be in addition to those here- 
tofore authorized. 
SEC There is hereby authorized to 


of any 
therwise 
be 


purposes of 


be appropriated, out money 
the Treasury not «< 
priated, such sums 
to effectuate the 
Provided, That no sums expended by 
the Maritime Commission from funds 
appropriated to it for the construction 
of vessels which are transferred to the 


In 
appro- 
necessary 


Aet: 


as may 
this 


Navy shall be reimbursed from naval 
appropriations, except to the extent of 
agreements existing on the effective 


date of this Act: Provided fur . 
That vessels acquired by the Navy 
from the Maritime Commission with- 
out reimbursement shall be dis- 
posed of except by return to the Mari- 
time Commission. 


ther 


not 


THE ACT OF JULY 9, 


665, 77TH « 


1942 (PI 
ONGRESS) 


BLIC LAW 


That the of the United 


President 


States is hereby authorized t acquire 
and convert or to undertake the con- 
struction of one million two hundred 


thousand of auxiliary vessels of 
such size, type, and design as he may 
consider best suited for the 
of national defense, such 
in addition to those 
ized. 

Sec. 2. There is hereby authorized tc 


tons 


purposes 
to be 
heretofore author- 


vessels 


be appropriated, out of any money in 
the Treasury not otherwise appro- 
priated, such sums as may be necessary 


to effectuate the purposes of this Act. 


THE CONSTRUCTION 


OF MODERN NAVAL VESSELS 
THe BIL 
(a) The Act of December 17, 1943 


(Public Law 204, Seventy-eighth Con- 
gress). 


(b) The Act of July 9, 1942 (Publie 
Law 665, Seventy-seventh Congress 
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ExIsTING Law Tue BIL 


THE ACT OF MAY 24, 1941 (PUBLIC LAW (c) The Act of May 24, 1941 (Publi 


72, 77TH CONGRESS Law 72, Seventy-seventh Congress) as 
tpn : ; amended by the Act of December oe. 
That the President of the United 1941 (Public Law 353, Seventy-seventh 


States is hereby authorized to acquire Congress 


or convert or to undertake the con- 
struction of five hundred and_. fifty 
thousand tons of a liarv vessels of 


iAll 
such size, tvpe, and design as he may 


suited for the purposes 


4 ise, sucl vessels to be 
in addition to those heretofore author- 
ized 

Sec. 2. There is hereby authorized to 
he appropriated, out of anv monev in 
the Treasury not otherwise approprt 
ated, such sums as may be necessary 
t ‘Tt + } 


to etre tate the purposes of this Aet 


ACT OF DECEMBER 17, 1941 (PUBLIC LAW 
353, 77TH CONGRESS) (THIS ACT AMENDS 
rHE ACT OF MAY 24, 1941) (PUBLIC LAW 
72, 77TH CONGRESS) 

That Public Law Numbered 72, 
Seventv-sevent! Congress, approved 
May 24, 1941, is hereby amended by 
deleting the words “five hundred and 


i 1 





fifty thousand tons’’ and _ inserting 
the words ‘‘one million three hundred 
and — fifty thousand tons’ in lieu 


thereol 7 ° . 


THE ACT OF MAY 26, 1943 (PUBLIC LAW 6], (ad) The Act of May 26, 1943 (Publ 
78TH CONGRESS Law 61, Seventy-eighth Congress 


’ 


That the Secretary of the Navy 
hereby authorized to acquire and con- 
vert or to undertake the construction 
of one million tons of landing craft and 
district craft of such size, type, and 
design as he may consider necessary and 


is 


best suited for the conduct of amphibi- 
ous operations, for service to the fleet 
and shore-based forces, and for naval 
districts, stations, bases, and operating 
areas at home and abroad, such craft 
to be in addition to all auxiliary vessels 
or craft heretofore authorized. 

Sec. 2. There is hereby authorized to 
be appropriated, out of any money in 
the Treasury not otherwise appropri- 
ated, such sums as may be necessary to 
effectuate the purposes of this Act. 


O 
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AUTHORIZING VESSELS OF CANADIAN REGISTRY TO 
TRANSPORT IRON ORE BETWEEN UNITE STATES 
PORTS ON THE GREAT LAKES DURIN 


FEBRUARY 21 


Mr. Maanuson, from the Committee on In 


Commerce, submitted the following 


REPORT 


[To accompany Ne) 6383} 


The Committee on Interstate and Foreign Commer to whom 
was referred the bill (S. 683) authorizing vessels of Canadian registry 
to transport iron ore between United States ports on the Great 
Lakes during 1951, having considered the same, report favorably 
thereon without amendment and recommend that the bill 


PURPOSE OF THE BILL 


Letters of evidence have been submitted to the committee that 
the demand for steel continues at an exceedingly high level. If 
this demand is to be anaes, stockpiles of ore must be built up 
during the shortened season to insure a suppl) for the furnaces 
for the period the Galees are closed to navigation, which is normally 
from December to April of the following year. T hh demand for steel 
continues unabated, there are not enough ay ae in the 
fleet to transport suflicient ore to supply the furnaces and to provide 
for stockpiling during the closed winter season. Also, that the 
forseeable demand for steel is likely to remain at its present high 
level for some months to come. It appears that the only way to 
alleviate the condition now existing on the Great Lakes and thereby 
insure the continued high level of production is to permit the operation 
of Canadian ore carriers in the transportation of iron ore between 
American ports. The bill provides that section 27 of the Merchant 
Marine Act, 1920, and related acts, which prohibit the operation of 
foreign-flag vessels in our domestic trades, be waived as to Canadian 
ore carriers for the balance of the 1951 navigation season on the 
Great Lakes. 
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According to estimates that have been furnished to the Defense 
Transport Administration by the Defense Minerals Administration, 
the quantity of iron ore which must be obtained from the Lake Supe- 
rior region in the year 1951 to keep the steel mills operating at 98 
percent of capacity will be 91,500,000 long tons. The present carry- 
ing capacity of the Great Lakes fleet under American flag suitable for 
transportation of iron ore is estimated at $2,000,000 long tons. The 
indicated deficit in vessel carrying capacity, therefore, is 9,500,000 
long tons. It is essential to take such steps as are available to us to 


i 


increase the carrying capacity of the ore fleet. The method provided 
for in S. 683 is one that was used in World War IT and during the 
postwar period. The last legislation on the subject was contained in 


section 5, Public Law 591, 


Stat. 309), and the permission therein granted expired on December 
dl, 1950. 


Mighty-first Conere 3s, second S¢ ssion 64 





DrEFEN TRANSPORT ADMINISTRATION, 
Washington 25, D. C., January 22, 1951. 
Hi I IN C. JOHNSON, 
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“pat ee earn 
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l ‘ a to | ’ car! ci ty 
( tho t¢ 1 , conv is e that w : 1 in 
World War il i the postwar period. ‘The last | ation on the subject 
Was ¢ : il S¢ n 5, Pul Cc Law 5Y1, Kig tv-first Congress, secon i session 
64 Stat. 309), ar e permission therein granted expired on December 31, 1950. 
bn ay sh season normally opens in March or 
Apri It is deemed highly desirable that the proposed legislation be enacted 
promptly as t ake the Canadian vessels available at the beginning of the 
! s | 1 submitted to the Bureau of the Budget and I am 
aut l by the Direct 1e Bureau to state to you that the proposed legis- 
lation is consist with the President’s progran 


JaMEs K. Knupson. Adminisirator. 
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THe Secretary or CoMMERCE, 
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a real need to rebuild ore inventories at lower lake ports and at blast furnaces 
because stocks have been depleted below working levels by the abnormally short 
shipping season of 1950. , 

The construction of several additional bulk carriers has been contracted for 
but the first of this new construction cannot be delivered until 1952. The Mari 


time Administration has approved the sale of six Government-owned vessels for 
conversion as package and bulk carriers for Great Lakes operation but 





certain that conversion will be completed in sufficient time to make the t 

fully effective in 1951. Another additional vessel purchased from t Mar 

Administration for conversion as an ore carrier may be available in midseason 
We, therefore, urge the enactment of 8. 683. We are advised b Bureau of 

the Budget that enactment of this legislation would be in accord with the program 


of the President. If we can be of further assistance to vou in this matter, pleas« 
call on Us. 
Si ere ly Vo irs 


CHARLES SAWYER, Secretary of Commerce. 





CoMPTROLLER GENERAL OF THE UNI » STATI 
Washing +8. 1951. 
Hon. Epwin C. JouHnson, 
Chairman. Committee on Interstate and Fore gn Co 
mr. : ‘ 

My Drar Mr. CHarrMANn: Reference is made to your letter of January 27, 1951 
acknowledged by telephone January 30, 1951, requesti: Vv « | 
eare to offer concerning S. 683, Eightv-second Coner ent yA 
vessels of Canadian registry to transport iron ore between | is 
the Great Lakes during 1951 

The bill provides: 

“That, by reason of emergency condition 
notwithstanding the provisions of section 27 of tl 
999), as amended by Act of April 11. 1935 (49 8 154 
1935 (49 Stat. 442), or the provisions of anv other Ac 
Canadian registrv shall be permitted to transport ir ore | | 





ports on the Great Lakes until December 31, 1951, or 
Congress by concurrent resolution or the President 
designate.” 

Legislative permission for vessels of Canadian reg 
between United States ports on the Great Lakes has 
since May 31, 1941, when Public Law 90, Seventy-seve 


authority for such transport for the calendar 1941 seasor Simila 
was again granted for the 1942 season by the act of January 27, 1942 


Law 416, Seventy-seventh Congress, and was continued 
war by the act of August 1, 1942, Public Law 695, Sev: 


This permission was repealed by Senate Joint Resolutio: 3 Con- 
gress, a general repealer terminating wartime emerge! ! 
similar permission was extended on an annual basis for ca 


that time by separate acts, the latest acts being Public Law 26, ] v-f ( 
gress—subject of my report to you dated March 2, 1949, on Senate Joint Resolu- 
tion 52, EKighty-first Congress—extending permission for of ¢ liar 
registry to transport iron ore between United States on t! 
period from March 15 to December 15, 1949, inclusive, and se n 5 | 
Law 591, Eighty-first Congress, extending s 
enactment—June 30, 1950—to December 31 
the President by order may designate. 
House Report No. 2353, Eighty-first Congress, accompany 3.357 


uch permis a , 4 la 


1950. or 


enacted into the said Public Law 591, indicates, on page 7 
necessary due to the fact that the demand for steel requir ’ 


of iron ore than the American-flag fleet of ore carrie nt ( | 
capable of handling and that the only way to insure the conti: 
steel production was to permit the operation of Car 


portation of iron ore between United State port Gi ns , se 
Righty-first Congress, accompanving Senate Joint R 
enacted into the said Publie Law 26, and other Senate and | I 


the bills for the preceding vears disclose the same reasons for 
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Although this office has no special information as to the need for the proposed 
legislation other than as set out above, there is not perceived any objection to its 
enactment. It would seem that if the American-flag fleet of ore carriers on the 
Great Lakes is still inadequate to handle the necessary quantity of iron ore, the 
enactment of this legislation is imperative, in view of the importance of the con- 
tinued high level of steel production to the defense program. 

Sincerely yours, 
FRANK L. YATEs, 
Acting Compt roller Ge neral of the United States, 
CLEVELAND, OHIO. 
Epwin C. JOHNSON, 
; in, Committe on Inte rstate and Fore qn Commerce, 
Siates Senate. Senate O fic ; ld ng, Washing ey ie, ae, 
hippers of Lake Su ; ore urge prompt enactment of 
Canadian vessels t ansport iron ore between United States 
1951 season auneahin’ to have maximum possible shipping 
openin of navigation in order to transport enormous tonnage 
defense program. Many new American vessels are under 
ut cannot be ready for this year 


MI. D. HARBAUGH, 
Vice President, the Lake Superior Iron Ore Association. 


CLEVELAND, ORIO. 
Hon. WarREN G. MAGNUSON, 
ha ran, Merchant Marine Subcommittee 


nillee on ly terstate and Fore 1gn (Commerce, 
United States Senate: 


Carriers Association greatly appreciates the courtesy of your inquiry 
683. Association has no objection to proposed legislation provided 
waiver | ed to transportation iron ore between United States ports on Great 
Lakes for 1951 season of navigation only. 
GILBERT R, JOHNSON, 
Counsel, Lake Carriers’ Association 


CLEVELAND, ORIO. 
Hon. Epwin C. JoHNson, 


Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building: 

With reference to S. 683 introduced by you concerning waiver of coastwise law 
to permit use of Canadian vessels on Great Lakes in transportation of iron ore 
for season of navigation 1951, we urgently request prompt passage to insure use of 
vessels at opening of navigation. The tonnages of iron ore which these vessels 
can carry is highly important in helping provide sufficient iron ore for the defense 
program. Iron and steel demand will require every ton which can be moved 
This committee organized for purpose of advising and assisting interested govern- 
mental agencies in expediting production and transportation of iron ore for 
national defense. 


Tue LAKE Ore Coat AND VESSEL COMMITTEE, 
C. L. Wyman, Executive Director 


O 











82p CONGRESS SENATE REPORT 
Ist Nession No. 120 


PROCEEDINGS AGAINST CARLOS MARCELLO FOR 
CONTEMPT OF THE SENATE 


FEBRUARY 21 (legislative day, JANUARY 29), 1951.—Ordered 


r 


— 


Mr. Keravuver, from the Special Committee To Investigate Organized 


~ Crime in Interstate Commerce, submitted the following 


REPORT 
(To accompany 8. Res. 78] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second session, 
‘aused to be issued a subpena to Carlos Marcello of Gretna, La. The 
said subpena directed Carlos Marcello to be and appear before the 
said committee on January 25, 1951, at 9:30 a. m., at their committee 
room 245, Main Post Office Building, New Orleans, La., then and 
there to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of issuance of the subpena was the 13th day of January 1951. Attend- 
ance pursuant to said subpena was had on January 25, 1951, at which 
time the witness appeared. The subpena served upon said Carlos 
Marcello is set forth as follows: 


UNITED SraTes OF AMERICA 
CONGRESS OF THE UNITED 


To Cartos Marceu.o, 820 Roman Stree 

Pursuant to lawful authority, vou are heret 
Committee to Investigate Organized Crime i: 
of the United States, on January 25, 1951, at 9:30 o’cloek a. m., a 
room 245. Main Post Office Building, New Orleans, La., then and 
what you may know relative to the subject matters under consideratio 
Committee. And bring with vou all books, records, and supporting doe 
relating to your income and disbursements from January 1, 1944, to date; all 
relating to assets and/or interest in property, either real, personal, or 
or interest in legal entities during the aforesaid period; and copies of 
income tax returns during the aforesaid period. 

Hereof fail not, as you will answer your default under the pains ar 
such cases made and provided. 

To United States Marshal, New Orleans, La., to serve and ret 

Given under my hand, by order of the committee, this 
the year of our Lord one thousand nine hundred and fifty- 


Chairman, Committee to Investigate Organized Cri 


S. Rept. 120, 82-1——1 
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The said subpena was duly served as appears by the return made 
thereon by Joseph Burglass, deputy United States marshal, who was 
duly authorized to serve the said subpena. The return of the service 
by the said Joseph Burglass, being endorsed thereon, is set forth as 
follows: 


JANUARY 19, 1951. 

I made service of the within subpena by handing same in person to the within- 
named Carlos Marcello, at 335 Huey P. Long Ave., Gretna, La., at 10:15 o’clock 
a.m., on the sixteenth day of January 1951. 

Louis F. Kwnop, Jr., 
'nited States Marshal, 
By JosepH Buratass, Deputy. 


The said Carlos Marcello pursuant to said subpena and in compli- 
ance therewith, appeared before the said committee to give such 
testimony as required by ve of Senate Resolution 202, Eighty-first 
Congress, second session. Carlos Marcello having appeared as a 
witness and having been asked questions, which questions were 
pertinent to the subject matter under inquiry, made answers as 


appeared in the records of the hearing on January 1951, at room 245 
Main Post Office Building, New Orleans, La., whic i record is annexed 
hereto and made a part hereof and designated “Annex I.”’ The said 


Carlos Marcello having appeared as a witness arbitrarily refused to 
produce the books and records called for in the subpena set forth 
above. 

As a result of said Carlos Marcello’s refusal to produce books and 
records and refusal to answer the questions pursuant to the said 
inquiry propounded to Carlos Marcello pertinent to the subject 
matter which under Senate Resolution 202, Eighty-first Congress, 
second session, the said committee was instructed to investigate, and 
the refusal of the witness to produce books and records and to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and produce books and 
records and to answer pertinent questions to the subject under 
inquiry, and his persistent and illegal refusal to answer the aforesaid 
questions and to produce books and records deprived the committee 
of necessary and pertinent testimony and places this witness in 
contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to produce 
books and records and to answer said questions was duly authorized 
by a resolution of the said committee, as set forth below: 


SprecraLt ComMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, DECEMBER 22, 1950 


At an executive session of the committee held on December 22, 1950, the 
following resolution was adopted: 

“Resolved, That the chairman of this committee be and hereby is authorized 
at his discretion to appoint one or more subeommittees of one or more Senators 
of whom one member shall be a quorum for the purpose of taking testimony and 
all other committee acts, to hold hearings at such time and places as the chairman 
might designate, in furtherance of the committee’s investigations of organized 
crime, in the vicinities of the cities of Tampa, Fla., and New Orleans, La. 

Estes KeEFrauvErR, Chairman. 
Hersert R. O’Conor. 
Lester C. Hunt. 
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In accordance with the resolution of December 22, 1950, the chair- 
man designated himself as a subcommittee of one to swear witnesses 
and to hear testimony at New Orleans, La., on January 25 and 26, 
1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpEcIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 29, 1951 


The committee met at 2:30 p. m., in the District of Columbia committee room. 
There were present the chairman and Senators Hunt, O’'C nor, Tobey, and Wi 
The chairman presented to the committee the minutes of the committee meetin 
of January 25 and 26, 1951, together with a resolution made on December 22, 1950. 
The chairman stated to the committee that the chairman had designat 
committee to hear continued testimony in connection with organized crime i 
the city of New Orleans, La., pursuant to the resolution of December 22, 1950, 
the subcommittee consisting of the chairman. 


ed Aa sUubD- 


The chairman then presented to the committee the minutes of said subcom- 
mittee meeting of January 25 and 26, 1951, held in room 245, Main Post Offic 
Building, New Orleans, La. 

The chairman stated to the committee that the witness, Carlos Marcello, repeat- 


edly, consistently, and arbitrarily had refused to produce books and records and 
to answer questions put to him throughout counsel and chairman’s examination 
of said witness on January 25, 1951, and that his refusal therefore was improper 
and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senat 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator Tobey, 
it was duly resolved that the committee present to the United States Senat 
for its immediate action, a resolution requiring the United States attorney for 
the eastern district of Louisiana to proceed against the said Carlos Marcello in 
the manner and form provided by law 





ANNEX [| 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATI 
COMMERCE 


UNITED STATES SENATE, 
Special Commirree To INVESTIGATI 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Ne mu O)) cans, / _ Jar ry 20, ] 5 

The committee met at 9:30 a. m., Thursday, January 25, 1951, in room 245, 

Main Post Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Also present: Downey Rice, Esq., associate counsel; \lfred M. Klein, associate 


counsel; George Martin, investigator; and Ralph W. Mills, investigator. 


STATEMENT OF CARLOS MARCELLO, 800 Barataria BouLEVARD, MARRERO, LA, 


(William C, Orchard, Esq., and G. Wray Gill, Esq., appeared on behalf of the 
witness.) 

Mr. Orcnuarp. At the outset, Your Honor, I am going to make the objection 
that there is no quorum present of this committee and we object to proceeding 
anv further. 

The CHarrMan,. All right, Mr. Orchard, your objection has been made and it 
will be overruled, 

Mr. Orcuarp. And we are proceeding under protest. I am going to make the 
further statement to the court that my client is going to refuse to produce any 
documents under a subpena or refuse to testify on the ground that it might tend 
to incriminate him, or as not pointing to the subject of this inquiry. 
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Mr. Grit. And that his records are personal to himself; that they are not cor- 
porate records or statements. They are only his personal records or those 
involved possibly with his brother. 

The Cuarrman. All right, we note your objection, gentlemen. 

Mr. Rice. Now, sir, will you state your name for the record? 

Mr. Marceiio. Carlos Marcello. 

Mr. Rice. Where do vou live, Mr. Marcello? 

Mr. Marce..o. 800 Barataria Boulevard. 

Mr. Rice. In what community? 

Mr. Marce..o. Marrero. 

The CuarrMan. I didn’t understand the town or the city you live in. 

Mr. Marce..io. Marrero. 

Mr. Gitu. M-a-r-r-e-r-o: Marrero. 

Mr. Rick. Are you appearing here in response to a subpena, Mr. Marcello? 

Mr. MarceuuLo. Yes. [Prompted by counsel.] 

The CuHarrman. Of course, we are glad to have you here, gentlemen, but let’s 
not prompt the witness on his answers. You have aseat, Mr. Gill. 

Mr. Rice. Now, sir, do you have a copy of that subpena with you? 

Mr. Marce.vo. Yes. 

The CuarrkMan. Let the subpene be copied into the record and made an exhibit 
at this point. The subpena for Carlos Marcello, which has been duly served. 

(The document was made a part of the re:ord and is on file with the committee.) 

Mr. Rice. Now, in part the subpena says, ‘‘to appear and bring with you books, 
records and supporting documents relating to your income and disbursements 
since January 1, 1944, to date, all records relating to assets and/or interest in 
property, either real, personal, or mixed; or interest in legal entities during the 
aforesaid periods; and copies of Federal income-tax returns during the aforesaid 
period.”” Do you have those copies? 

Mr. Orcuarpb. Your Honor, I submit the subpena speaks for itself and is the 
best evidence of itself. 

The CuarrMan. All right. Counsel was reading the subpena. 

Mr. Rice. Do you have those documents? 

Mr. Marcetio. With due respect to the committee, I am going to refuse to 
answer any and all questions other than my name and place of residence on the 
ground that the answer might tend to incriminate me and I refuse to produce 
any documents, records, or paper on the ground that they might tend to incrimi- 
nate me. 

Mr. Rice. Let the record indicate that the witness is reading from a document. 

May I ask you where were you born? 

The CuarrMan. Let’s find out who wrote the document. 

Mr. Marce.vo. I refuse to answer the question on the ground that it might 
incriminate me. 

The CuarrMan. The Chair orders you to answer the question. You are 
ordered to answer the question. Just say you either will or you decline; one or 
the other. 

Mr. Marcexvo. I don’t understand. 

The CuarrMAN. Well, you refuse to answer but I order you to answer. Will 
you follow the order of the Chair? 

Mr. Rice. Will the reporter repeat the question, please? 

The reporter read the last question. 

The CHAIRMAN. Just say you will answer it or you won’t answer it; one or the 
other. 

Mr. Marce to. I refuse to answer the question on the ground it might intend 
to criminate me. 

The CuarrMan. And you refuse to follow the direction of the Chair in ordering 
you to answer it? ‘Yes’ or ‘“‘no”’. I have ordered you to answer the question. 
Will you follow the direction of the Chair? 

Mr. Marce xo. I refuse to answer the question on the ground it might intend 
to criminate me. 

The CHarrMan. All right. 

Mr. Ricr. Now, then, do you feel that the answer would incriminate you in 
connection with a Federal or State offense? 

Mr. Marcetio. Not being an attorney I wouldn’t know. 

Mr. Rice. Do you feel that the answer would incriminate you of a Federal or a 
State offense? Please answer the question. 

The CHarRMAN. He said he didn’t know. 

Mr. Marce.tvo. Not being an attorney I wouldn’t know. 


Mr. Rice. Then, you do not have an offense in mind? 
tf 
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Mr. Marce to, I refuse to answer the question on the ground that it might 
intend to criminate me. 

Mr. Rice. You then refuse to answer whether or not you have a particular 
offense in mind? 

Mr. Marce.o, I refuse to answer the question on the ground that it might 
intend to criminate me. 

Mr. Rice. Will the Chair direct the witness to answer the question? 

The CuairmMan. The Chair directs you to answer that question. 

Mr. Counsel, of course the procedure is that when he refuses to answer, the 
technicality is that it is my duty if I think he should answer, then I shall order 
him to answer. 

Mr. Orcuarp. Yes, sir. 

The CuarrMan. In all these matters, unless I indica e contrary, if it 
can be understood, where he refuses to answer that the Chair has ordered him to 
answer and that where he’refuses to follow the direction of the Chair, then, we 
will get along faster. Will that be understood by you? 

Mr. Orcuarp. Yes, sir. 

The CHarrMan. Will it be understood by you, Mr. Marcello? 

Mr. Orcuarp. You understand it? 

Mr. Giuu. Yes, sir. 

The CuarrMan. Do vou understand that? 

Mr. Marcetio. No, sir, I don’t. 

The CHatrman. Well, then we had better just go along as we are going 

Mr. Kiet. Maybe his counsel can clear it up for him. 

(Witness confers with his counsel.) 

The CuarrmMan. Does he understand the matter? 

Mr. OrcwHarp. Yes, sir. 

The CuarrMan. That is, where vou refuse to answer, unless I indicate to the 
contrary, vou will assume that the chairman of the committee has ordered you 
to answer and that you refuse to follow the order of the Chair. Do vou understand 
that? 

Mr. MarRceE.LLo. Yes, sir. 

Mr. Gitt. Would vou permit me to make a statement? In fairness to the 
witness before the court, this man, his name has been in the newspapers. I mean 
continuously from day to day, sir. His name was mentioned by Mavor Morrison 
this morning, and apparently this man is more or less considered, according to the 
newspapers, as one of the prime factors to be investigated here: and we wish to 
say at the outset, with all due respect for the committee, that the objection that 
we made we would like to extend to every question propounded to this witness 
as though it were repeated, to avoid the necessity of repetition, and at the outset 
that his refusal is not based upon any disrespeet of the committee, but one question 
leading from one to another might not of itself be a matter that would tend to 
incriminate him, but might form a link in a chain of circumstances or evidence. 
We make that statement. 

The CuHarrMan. In other words, Mr. Gill, where he says ‘“‘I refuse to answer” 
you want it understood for the record that his refusal to answer is on the grounds 
which he has read here: that he thinks it might tend to incriminate him 

Mr. Giut. That is correct, sir, not only of itself, but it will form a link in a 
chain. We make that statement to Your Honor so 

The CuHarrRMAN. So that he doesn’t go through the routine every time of saying 
“Tl refuse to answer on the ground that it might incriminate me.” 

Mr. Giuu. That is correct, sir, and also that the general answer at the incipiency 
of the questioning will be understood by Your Honor as applying to every ques- 
tion, more or less, that will be asked him so Your Honors will not consider he is in 
contempt, if you should hold him in contempt more than once and not a multi- 
plicity of counts. 

The CHaikMAN. Well, of course, I think we should make it clear, sir, that the 
statute authorizes a sentence of 1 vear for each contempt. 

Mr. Gitu. I appreciate that, sir. 

The CHarrMANn. It is in the diseretion of the judge who hears the ease, in th 
event there is a conviction, to sav whether they run consecutively or concurrently. 
So if they should find Mr. Marcello guilty and find him guilty of 50 contempts, it 
would be in the diseretion of the judge whether it would be 1 year or whether it 
would be 50 vears. 


te to tl 


Mr. Gitt. Tam not assuming at the outset that you will cite him for contempt 
at all, Senator, but should a contempt citation be issued or suggested in your 
sincere judgment, we are stating at the outset that we feel that having expressed 


himself at the beginning of the hearing that it is only fair that further question- 
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ing not be had of him at this time, or at any other time in connection with the 
subject matter at hand, particularly because it doesn’t seem like it would be fair 
to continue to ask him questions merely for the purpose of getting the same 
answer that you know now, more or less, will be repeated, and thereby adding up 
multiplicity of counts to the defendant over which he has no control. 

The CuarrRMaNn. Well, sir, I appreciate your point of view, but there are many 
matters we will today and tomorrow want to ask Mr. Mareello about. Maybe 
his counsel and he might change his mind about answering some of them. 

Go ahead, Mr. Rice. 

Mr. Rice. Now, sir, is there an indictment pending against you? 

Mr. Marce.vo. I refuse to answer the question on the ground it may tend 
to incriminate me. 

The CHarrRMAN. It is understood here the Chair has ordered him to answer 
and he refuses to follow the orders of the Chair. 

Mr. Giui. Yes, sir. 

Mr. Orcnuarp. That is correct. 

Mr. Rice. Does the transaction which you refuse to answer in the previous 
questions, involve yourself or others? 

Mr. Marce.xo. | refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. Did the transaction about which you have in mind occur within 
the past year? 

Mr. Marcexvo. I refuse to answer the question on the ground it might tend 
to incriminate me. 

Mr. Rice. Did it occur 10 years ago? 

Mr. Marce..o. I refuse to answer the question on the ground it might intend 
to criminate me. 

Mr. Rice. Are there any special circumstances which you would like to supply 
which would furnish you a reason for refusing to answer? 

Mr. Marce.vo. I refuse to answer the question on the ground that it might 
intend to criminate me. 

Mr. Rice. Do you have a criminal record? 

Mr. Marcet.o. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. Now, sir, you take the position of having a criminal record would 
incriminate you? 

Mr. Marce.uo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. Where were you born? 

Mr. Marceuio. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. How old are you? 


Mr. Marce.uo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. How much education do you have? 

Mr. Marce.uo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rick. Do you have any education? 

Mr. Marceuuo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rick. Are you married? 

Mr. Marce..o. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

Mr. Rice. Are you a citizen? 

Mr. Marce uo. I refuse to answer the question on the ground that it might 


intend to criminate me. 

Mr. Rice. Are you an alien? 

Mr. Marce.wo. I refuse to answer the question on the ground that 
tend to incriminate me. 

Mr. Rice. You may inquire, Senator. 

The CuarrMAN. Were you arrested in 1929 as an accessory before and after 
the fact on an assault and robbery of the Canal Bank at Algiers, La.? 

Mr. Marce.uo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

The CHarrman. That was in 1929? Do you think that something which 
happened in 1929 might incriminate you? 

Mr. Marce..o. I refuse to answer the question on the ground that it might 
tend to incriminate me. 


t might 
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Mr. CHAarRMAN. Were you arrested and given from 9 to 14 years on robbery, 
assault and robbery, in 1930? 

Mr. Marce.vo. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

The CHarrMan. Mr. Counsel, may I call your attention to the facet that if he 
did get convicted he is already incriminated of that offense, wasn’t ? 

Mr. Giutut. If Your Honor please, might I ask Your Honor a question? I 
don’t want to seem out of line. This man has been indicted in the publie press, 
time and time again beginning with Mr. Drew Pearson’s accounts which appeared 
in screaming headlines all over the Nation and apparently based, in my humble 
opinion, upon no proof whatsoever. Might I ask your committee, sir, as to what 
you gentlemen would like to know from this witness, and if we can be apprised 
of that fact it may be that he would answer? As it is, this man is coming befor 
you gentlemen, trained investigators have prepared material for you gentlemen, 
and vou gentlemen are experts at the investigation that you are conducting, and 
I don’t mean that in any suave manner, I mean it sincerely This man may 
answer a question unwittingly that may form a link in a chain of inteistate 
connection or circumstances that may cause him to be charged in the parish 
tomorrow, not as the result of the testimony but if a person’s name is used that 
person could be a witness and the district attorney’s office is represented here 
in the courtroom today. Doubtless, the distriet attorney’s office is represented 
here from Jefferson as well as Orleans, where he has whatever operations he might 
have and inasmuch as that is true, i 
ing any gambling operation, if he has gambling operations 

The CHarrRMAN. Mr. Gill, vour point is that vou want us to state for the record 
some of the things that we had in mind asking him about. Is that what vou 
would like to know? 

Mr. Giuu. Yes, sir, some of the things you’d like to know. You have practiced 
law, and I know very well, and vou would want to know, I am sure, if the case 
were yours, just what your client was called upon to say. What you wanted to 
know - 

The CHarRMAN. Well, I think that is 

Mr. Giuu. Beeause I practice criminal law and I know that even though th 
couldn't use the testimony of this court, and anything that was said here, if the 
name of Jim Jones or some other name was mentioned as a person or wi 
district attorney can send for that man and send this man to jail 

The CHarrMan. Let’s just say that we will put in the record, and furnish Mr 
Gilland Mr. Marcello, quite a number of pages of Mr. Kiley’s investigative report 
pertaining to Mr. Marcello, which will be made a part of the record at this poi 
and that these are the things that we have in mind asking him about 

Mr. Giutu. Yes, sir. 

The CyarrmMan. Let me have a clip. 

Let’s let this be as exhibit 2 to the testimony of Mr. Marcello, and this purports 
to give his criminal record, q his interests in certain operations, 
certain corporations, where he was born, and what he has been into. Do you 
have a copy that you can give to him? Will vou get these same pages and give 
Mr. Gill the same pages? I want Mr. Gill to have a copy of that. 

Mr. Kiem, Kilev’s report. 

The CHarrRMAN. That being the case, that will give you an opportunity of 
looking it over and seeing it. 

Mr. Kiley, will you see that these same pages are furnished to Mr. Gill? 

Mr. Kitey. Yes. 

The CHarrMan. I wanted to ask this: The report we have here shows that 
Mr. Marcello had stock or an interest in some corporations. I ask you if you did 
have stock or if you do have any part of the ownership of certain corporations? 

Mr. Orcuarp. All right. 

The CuarRMAN. What is your answer? 

Mr. Marce..o. I refuse to answer the question on the ground it might intend 
to incriminate me. 

The CHatrmMan. Do you know, or have you ever had interest in the Dixie 
Coin Machine Co.? 

Mr. Marce.uo, I refuse to answer the question on the ground that it may 
intend to incriminate me. 

The CuatrMan. The Jefferson Music Co.? 

Mr. Marceuuo. I refuse to answer the question on the ground that it may 
intend to incriminate me. 

The CuHatrRMAN. The B. Robertson Distributing Co.? 


} 
il¢ 


if this man were to make an admission concern- 
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Mr. Marcetto. I refuse to answer that question on the ground that it 1 
tend to incriminate me. 

The CHAIRMAN. The Beverly Club? 

Mr. Marce xo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarRMAN. Fogarty’s News Service? 

Mr. Marce.uvo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CuHatrMan. New Southport? 

Mr. Marcetuo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHAIRMAN. Louisiana Mint Co.? 

Mr. Marce.yo, | refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarRMAN. Nick’s Oaks, in Jefferson Parish, La.? 

Mr. Marce.vo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarrRMAN. Club Plaza in Kenner, La.? 

Mr. Marcet.yo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHaiRMAN. Tregle’s Dreamland Barroom, Jefferson Parish, La.? 

Mr. Marce vo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarRMAN. Louisiana Quick Freeze & Storage Co., Morgan City, L 

Mr. Marceruvo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHairRMAN. Sea Shrimp Co., Patterson, La.? 

Mr. Marce..o. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CuarrMan. The Billionaire’s Club, Huey Long Avenue? 

Mr. Marce.xo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarrMan. The Bank Gambling Club, Gretna, La.? 

Mr. Marceu.o. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHAIRMAN. Avenue Bar, Gretna, La.? 

Mr. Marce.vo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarrMaNn. Al’s Bar or Phil’s Cafe at Harvey, La.? 

Mr. Marce.vo. | refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHarRMAN. Seamen’s Cafe, Harvey, La.? 

Mr. Marceuuo. I refuse to answer the question on the ground that it 1 
tend to incriminate me. 

The CHAIRMAN. Ivy’s Place, Harvey, La.? 

Mr. Marceuvo. I refuse to answer the question on the ground that it 
tend to incriminate me. 

The CHAIRMAN. Midway Inn, Marrero, La.? 

Mr. Marce uo. I refuse to answer the question on the ground that it 
tend to incriminate me. 

The CHartrRMAN. Wildswood Tavern? 

Mr. Marcetvo. I refuse to answer the question on the ground that it 
tend to incriminate me. 

The CHAIRMAN. Foret’s Rest, Jefferson Parish, La,? 
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Mr. Marce..o. I refuse to answer the question on the ground that it may tend 


to incriminate me. 

The CHarRMAN. Gay Paree, Westwego, La.? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
to incriminate me. 

The CHarrRMAN, Club Regent, Gretna, La.? 

Mr. Marce vo. I refuse to answer the question on the ground that it may 
to incriminate me. 

The CuatrMaAn. A taxicab company at Algiers, La.? 

Mr. Marce.to. I refuse to answer the question on the ground that it may 
to incriminate me. 

The CuarrMANn. Shangri La, at Gretna, La.? 

Mr. Marce.uo. I refuse to answer the question on the ground that it may 
to incriminate me. 


‘ tend 


r tend 
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The CHarrkMAN. Do you hold a mortgage on Gretna Seafood, Gretna, La., in 
the amount of $12,000 or any other amount? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The CHarrmMan. Nelson’s Roof Terrace in Gretna, La.? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The CHarrmMan. Texas Tavern, Harvey, La.? 

Mr. Marce.uo. | refuse to answer the question on the ground that it may 
tend to incriminate me. 

The Cuairman. Did | ask you whether you received any income from B 
Robertson Distributing Co., Baronne Street, New Orleans, L: 

Mr. Marcen.o. | refuse to answer the question on the ground that it may 
tend to incriminate me. 

The CuarkMan. We understand the reason you give for refusing to answer. 

Do you have any interests or receive any income from handbooks and wire 
service from Jefferson Parish? 

Mr. Marceu.o. I refuse to answer the question on the ground that it might 
tend to incriminate me. 

The Cuairman. Do you own any property on Roman Street in Gretna, La.? 

Mr. Marceu.o. | refuse to answer the question on the ground that it may 
tend to incriminate me. 

The CHairnman. Do vou have any interests in Texas Tavern, Harvey, La.? 

Mr. Marcev.o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

The Cuarrman. All right, if you want to ask him any questions. 

Mr. Rice. Yes. Have you engaged in any business enterprises with G, Ray Gill? 

Mr. Marcetvo, | refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rick. Do you know Joseph Poretto? 

Mr. Marce.io. I refuse to answer the question on the ground that it may 
tend to incriminate me, 

Mr. Ricr. Are you engaged in an oil enterprise in the Pickens Field with 
Joseph Poretto? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

The CHarrMAN. Do you have any interest in a slot machine parts factory 
about to be built in Louisiana? 

Mr. Marceuio, I refuse to answer the question on the ground that it may 
tend to incriminate me, 

The CuairmMan. Do you know Jake Jockey Pinello? 





Mr. Marce.vo, I refuse to answer the question on the ground that it may 
tend to incriminate me, 
The CHARMAN. Are you engaged in any business enterprise with Jockey 


Pinello? 

Mr. Marce.o. | refuse to answer the question on the ground that it may tend 
to incriminate me. 

‘he CHArRMAN,. Are you in the slot machine business with Jock Pinello? 

Mr. Marce uo. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Che CHarRMAN. Do vou know Beauregard Miller? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The CHatRManx. Do you know Frank Claney? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The Cuatrman. Let me ask, have vou ever heard of any of these people? 

Mr. Marce xo. I refuse to answer the question on the ground that it may tend 
to incriminate me, 

The CHarRMAN. Have you ever heard of any of these companies or businesses 
that I asked you about? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may tend 
to incriminate me, 

The CHatrMan. Did you ever read about them in the newspapers? 

Mr. Marceu.o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

The CHatRMAN. Have you ever been outside of the State of Louisiana? 
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Mr. Marcexvo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Did you have an interest in the wire service operation of Poretto in 
1946? 

Mr. Marce to. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Do you have an interest in the wire service business now? 

Mr. MarceE Lo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Do you have an interest in the Club Forrest? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

The Cuarrman. As I understand the situation, then, Mr. —All right, Mr. 

tice. 

Mr. Rice. Have you ever heard of the Unione Siciliane? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Have you ever heard of the Mafia? 

Mr. MarceE..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Did yo attend a meeting at the Black Diamond Night Club in 1947? 

Mr. Marce..o, I refuse to answer the question on the ground that it may in- 
tend to criminate me, 

Mr. Rice. Have vou attended a meeting at the Wildswood Tavern with Frank 
Costello? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. At the Black Diamond Night Club did you attend a meeting on May 
5, 1947, with the fellowing people—— 

Mr. Orcuarp. I am going to suggest if counsel is going to testify let him be 
sworn. He is testifying who was at a meeting that he probably don’t have any 
knowledge of. 

The CHarrMAN. Well, if he says he wasn’t at the meeting, why, then that’s 
that. But counsel has got to ask questions. The offender here, I think, I am 
sorry to say, Mr. Orchard, is Mr. Marcello. 

Mr. Orcuarp. I would like my objection entered. 

The CHarrMaNn. All right, you have your objection in the record. 

Mr. Rice. Did you attend a meeting at the Black Diamond Night Club on 
May 5, 1947, with Henry Muller? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Joseph Capro? 

Mr. Marce uo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. M. J. Pecorn? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Charles Ricks? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Tom Rizzuto? 

Mr. Marce vo. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Vincent, Joseph, Anthony, Jake and Nick Marcello? 

Mr. MarceE vo. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Any of the following, and permit me to ask you these before you 
answer: G. J. Robes, Frank Lobardino, Mel Melancon, Nick Grifazzi, Alexander 
Cardona, Felix Valdez, Frank P. Coppola, George Loveland, John Moreno, Jr., 
Joseph Hebert, Webster Blakely, Percy Wilson, Thomas Norton Johnson, or 
Salvatore J. Marcianti? 

Mr. Marcex.o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Do you know Frank Costello? 

Mr. Marce.o. I refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Rice. Do you know Joseph Almerico? 
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Mr. Marce..o, I refuse to answer the question on the ground that it may 
tend to incriminate me. 
Mr. Rice. Did you ever have a shootirg scrap with Joseph Almerico? 


Mr. Marcetvo, I refuse to answer the question on the ground that it may 
tend to incriminate me. 


Mr. Rice. In front of the Hadacol Club at 1314 Canal Street? 

Mr. Gi. If it please Your Honor, these questions, while they might defame 
and degrade the witness, I don’t believe are pertinent to the scope of the inquiry, 
for which the resolution was passed. I object to that form of questioning, may 
it please Your Honor. 

The CHAIRMAN. Well, having read the memoranda relative to this inquiry 
and knowing something of the alleged connections with some of these people 
with what we are inquiring about, I am afraid I will have to say that thev are 
pertinent. 

Mr. Git_. Your Honor will note the objection. 

The CHAIRMAN. Yes, sir. 

Mr. Gitu. Thank you, sir. 

Mr. OrcHarp. I note an objection, too. 

Mr. Ricr. Do you deal with Al Robinson in business? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Do you have any business association with Johnny Bertuccia of the 
Dixie Coin Co., Gulfport, Miss.? 

Mr. Marce.vo: I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Do you have an interest in the National Finance Co.? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Have vou ever heard of the National Finance Co. of Biloxi, Miss.? 

Mr. Marce.zo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Do you have an interest in Jerome’s Gymnasium? 


Mr. Marce vo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 


Mr. Rice. Do you know Jerome Comforto? 

Mr. Marce vo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Do you have any money invested in any legitimate enterprises? 

Mr. Marce to. I refuse to answer the question on the ground that it may 
tend to incriminate me. 


Mr. Rice. Were you born in Tunis, Africa? 


Mr. Marce.vo. | refuse to answer the question on the ground that it may 
intend to criminate me. 


Mr. Rice. Have you served time in Louisiana State Penitentiary? 

Mr. Marcetvto. I refuse to answer the question on the ground that i 
intend to criminate me. 

Mr. Rice. Have you ever been convicted of a narcotic violation? 


Mr. Marce to. I refuse to answer the question on the ground that it may 
tend to criminate me. 


Mr. Rice. Have vou ever been convicted for armed robbery? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Ricre. Have you any interest in a liquor store? 


_ 


may 


Mr. Marce to. I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rice. Do you know Sam Carollo? 

Mr. Marcet.to. I refuse to answer the question on the ground that it may 


tend to criminate me. 

Mr. Rice. Do you know Anthony Carollo? 

Mr. MarceE..o. I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rice. Did you provide an automobile to Sam Carollo for his return from 
California? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Do vou know Salvatore Vittali? 

Mr. Marce..o. I refuse to answer the question on the ground that it ma 
tend to criminate me. 
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Mr. Rice. Have von entertained him at dinner at the restaurant of Vie Longo? 

Mr. Marecrnio. | refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Riek. At that time, did you entertain, also, Anthony Saragusa and Vic 
Longo? 

Mr. Marcen.o. [| refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rick. Now, sir, do vou have a telephone? 

Mr. Marce ro. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Do vou know Phil Nastel? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Do you have any interest in the Beverly Club? 

Mr. Marce.ro. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Riese. Do you know Roy Palopinta? 

Mr. Marcenco. | refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rick. Do vou know Louis Battalamente? 

Mr. Maxnceivo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Did you ever make a statement that you had an interest of between 
forty and fifty thousand doilars in the Beverly Club? 

Mr. Marcetxio. I refuse to answer the question on the ground that it mav 
intend to criminate me. 

Mr. Rict. Did vou ever make a statement that you had bought the new 
Southport Club from Vie Trapani at a cost of between 160 thousand or a 165 
thousand? 

Mr. Maree iio. | cefuse to answer the question on the ground that it may 
intend to criminate me, 

Mr. Rice. Did vou ever say that you ever had a thousand dollars invested in 
the La-Quick Freeze in Morgan City, La.? 

Mir. Mareeiio. IT refuse to answer the question on the ground that it may 
intend tu criminate me. 

Mr. Rick. Did vou ever say that vou owned the building but not the business 
at 1410 Monroe Street, Gretna, La,? 

Mr. Giri. Uf Your Honor please, in fairness to the witness, the gentleman is 
asking questions I think it should be said to whom and where, and not just say 
“Did vou ever say.”’ He should ask him who, where, and when it was said. 

The CnhaikmMan. Well, in 1948. 

Mr. Riek. On or about October 1948, did vou make any of those statements 
Lo anvone 5 

Mr. Marecetio. | refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Did you say that you owned outright Phil’s Cafe, 508 Destrehan 
Strect, Harvey? 

Mr. Marcevio, I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Do you own your home? 

Mr. Marceiro. IT refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Where is your home? 

Mr. Marcen.o. | 1efuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Haven’t vou previously answered where you live? 

Mr. Git... If Your Honor please 

Mr. Rick. Have you answered where you live? 

Mr. Gitu. If Your Honor please, if the gentleman knows that, I submit it should 
not be asked this witness. 

Phe CHAIRMAN. Well, I can’t understand why—— 

Mr. Rick. It is a discrepancy; he says he— 

Mr. Guu. For a count of contempt. Several questions have been asked him, 
twice, or several times, about his arrests. 

Mr. Rice. We are entitled to a second refusal. 

Mr. Ginn. I ask, Your Honor, to note my o>jection. 

The CHairRMAN. Yes; we do. We note it. 


Mr. Riek. Now, sir, have you answered where you live? 
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Mr. Marce..o. 800 Barataria Boulevard. 

Mr. Rice. Do you own that home? 

Mr. Marce..o. I refuse to answer the question. It might intend to criminate 
me. 

Mr. Rice. Did you say that you held the mortgage on a house of Joseph 
Macalussa? 

Mr. Marceu.o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Do you hold a mortgage on the house of Joseph Macalussa? 

Mr. Marce.zo. | refuse to answer the question on the ground that it may 
tend to incriminate me. 

Mr. Orcnarp. Your Honor, i think the question should be when and where 
and not just a dshing expedition, just going all over the city of New Orleans and 
parishes. 

The CHarrRMAN. Apparently, if he had owned a mortgage on somebody’s home 
he’d be pretty likely to know about it, even a big businessman; I suppose 
he is one. He must know what it is about because he thinks it’s going to incrim- 
inate him to tell. 

Mr. Orcnarp. I would like my objection to be noted that it is not pertinent. 

The CuHarrMan. All right. We note the objection. 

Mr. Rice. Have you ever had a mortgage on Shangri La, 400 Monroe Street, 
Gretna? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Giuu. I’d like, Your Honor, to note that question has already been asked, 
too. 

The CHatrMan. Did I ask that question? 

Mr. Git. Someone did, I don’t remember who. 

The CuHarrMan. I think I asked him if he had an interest in it. 

Mr. Orcuarp. Yes; I think it was a different form. 

Mr. Rice. We understand it is a mortgage. 

Mr. Orcuarp. I think the Senator asked did he have an interest and you asked 
did he have a mortgage. That is what I understand your question to be now. 

Mr. Rice. Yes. 

Mr. Orcuarp. Has he answered that question, Mr. Reporter? 

Mr. Rice. We understand that the mortgage is now paid. 

The Reporrer. No; he hasn’t answered. 

Mr. Orcuarp. Answer that last question. 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Have you ever loaned the Gretna Seafood Co. several thousand 
dollars? 

Mr. Marce to. I refuse to anwer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Have you held a mortgage on Nelson’s Roof Terrace, at Gretna? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me, 

Mr. Rice. Have you ever been connected with the Southern News Service? 

Mr. Marce.uo, I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rice. I invite your attention to the fact that the Southern News Service 
ceased doing business on or about January 1, 1947. Do you still refuse to 
answer? 

(Mr. Marcello nods ‘‘Yes.’’) 

Mr. Orcnarp. Say ‘Yes,’ 

Mr. MarRcE.LLo. Yes. 

Mr. Rice. Do you have any interest in a used car business? 

Mr. Marce.uo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Have you financially assisted Mickey Gardelli? 

Mr. MarceE to. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. In 1948, did you make a statement that you had a one-third interest 
in the Dixie Coin Machine Co.? 

Mr. Marcet.o. I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rick. Now, sir, do you have the following telephones, listed to you? 

Mr. Marcetto, I refuse to answer the question 
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Mr. Orcnarp. Wait, wait. Let him finish. 

Mr. Rice. Algiers 5777. Is that vour telephone? 

Mr. Marcet.o, I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rice. Algiers 2171? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Chestnut 7122? 

Mr. Marceuuo. I refuse to answer the question. It might intend to criminate 
me. 

Mr. Rice. Tyler 3307? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

The CuarrMan. Now, Mr. Counsel, what is the purpose of asking about the 
telephone numbers? Do you have records of telephone conversations with people 
in interstate commerce? 

Mr. Rice. Yes. We have toll calls made from those telephones to certain 
individuals. 

Mr. Orcuarp. I would like to inquire of counsel if there is any record of who 
made those toll calls, whether this defendant made them? 

The CuHarrMan. I was asking counsel if he was’going to bring out who they were 
to or some of the people they were to or from. 

Mr. OrcHarpb. Anybody can make a toll call from a number. 

Mr. Rice. Did you not recently make a person-to-person telephone call to 
Harry Brooks, associate of Mickey Cohen? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Did you not call Harry Brooks at the time he was in Texas recently? 

Mr. Marceuxo. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Rice. Did vou not recently make a person to person telephone call to Joe 
Savela in Dallas, Tex.? 

Mr. Mancewuo. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Did you recently make a person to person telephone call to Vincent 
Valloni, in Houston, Tex.? 

Mr. Marceuvo. I refuse to answer the question on the ground that it may intend 
to ecriminate me. 

Mr. Rice. Did you know Vincent Valloni? 

Mr. Marcexo. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Do you know that Vincent Valloni was murdered? 

Mr. Marcetuo. I refuse to answer the question on the ground that it maytend 
to criminate me. 

Mr. Rice. Do you know that Vincent Valloni was murdered subsequent to 
your telephone call? 

Mr. Marce.vo. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rick. Do you know that the murderer of Vincent Valloni said that he 
killed him on instructions of Peter Duca? 

Mr. Marcetuo. I refuse to answer the question on the ground that it may 
tend to criminate me. 

Mr. Rice. In a Mafia type killing? 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to criminate me. 

Mr. Rice. Have you recently made a person-to-person call to Sam Garras? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

The CuatrMANn. Where is Mr. Garras and who is he, so we can connect that? 

Mr. Rice. Is not Garras—did you not call Garras in Dallas, Tex.? 

Mr. Marce.yo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Rice. Isn’t Garras the brother of Dave Garras, the Chicago hoodlum? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
intend to criminate me. 

Mr. Orcuarpb. Senator, I think it is going far afield to call a man a hoodlum or 
nobody knows who he is. There is no record, or—— 
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The CuarmMan. I think we have a considerable record, but we will just say 
“alleged.” 

Mr. Orcnarp. I think counsel is trying to have a Roman field day for the bene- 
fit of the city of New Orleans. 

Mr. Rice. I think your client can probably clear up quite a few of these matters 
for us if he will explain the nature of the telephone calls and what his business 
transactions with these individuals were. We are perfectly willing to hear his 
explanation. 

The CuarrMan. That is all right. Apparently he is not going into explanation 
of that. 

Mr. Gitu. Of course, may it please Your Honor, counsel is assuming the de- 
fendant knows all about that and can give an explanation. 

Mr. Kuem. Mr. Marcello, are you a member of the Mafia? 

The CHatrRMANn. He answered that. 

Mr. Marce..o. I refuse to answer the question on the ground that it may tend 
to incriminate me. 

Mr. Orcuarp. That has been asked him before. 

The CHarrMan. He answered that. 

Mr. Orcuarp. He’s been asked that. 

Mr. Giiu. It hasn’t been asked in those words, may it please Your Honor, but 
it has been asked and this would be another count. 

The CHatrMan. All right, do you make any contributions to any political 
campaigns? 

Mr. Marce tuo. I refuse to answer the question on the ground that it may tend 
to criminate me. 

The CHAIRMAN. Did you ever give a bribe to a law-enforcement officer? 

Mr. Marce xo. I refuse to answer the question on the ground that it may 
intend to criminate me. F 

The CHarrMANn. Have you been making about eleven or twelve thousand 
dollars out of the Jefferson Musie Co. each year? 

Mr. Marce vo. I refuse to answer the question on the ground that it may 
intend to criminate me. 

The CHarrMan. About 15 or 16 out of the New Southport Inn? 

Mr. Marce..o, I refuse to answer the question on the ground that it may 
intend to criminate me. 

The CuHatRMAN. Now, I see no reason to go on with a whole lot of this, unless 
you have something else? 

Mr. Rice. Yes. 

The CuatRMAN. How about the Jefferson Music Co.? Does it pay you about 
$25,000 a year? 


Mr. Orcuarpb. Gentlemen, I am going to object unless IT know the source of 
those findings. If they are from the income-tax return, I think it is prohibited 


under the statute to divulge. 

The CHarrMan. I was asking him whether he made anything out 
son Musie Co. per year. 

Mr. Marce vo. I refuse to answer the question on the ground that it may 
tend to criminate me. 

The CHarrMan. Do you have any other questions? Let’s get this over with. 

Mr. Rice. Did you not, in September 1946, drive an automobile bearing 
Michigan license plates which were issued to John Missiudo of Detroit? 

Mr. Marcet.o. I refuse to answer the question on the ground that it may 
tend to criminate me. 

The CuatrMan. What is the purpose of that John Missiudo? 

Mr. Rice. John Missiudo is a notorious hoodlum. 

The CuHarrRMAN. John Missiudo is somebody we have been investigating in 
Detroit. 

Mr. Rice. That is correct. 

The CuHatrMan. What was the license number? Ask him what the license 
number was. 

Mr. Rice. I don’t believe we have that license, Senator, but we do have the 
license number of the car he was seen driving, Oklahoma plates 61-88 in 1948. 
This license was issued December 2, 1941, to William Stevens Mullins of 
Cherokee, Okla., by transfer from the State of Mississippi. 

The Cuarrman. Ask him if he was driving that car. 

Mr. Rice. Did you ever drive that car? 

Mr. Marce..o. I refuse to answer the question on the ground that it may 
tend to criminate me. 

The CuHarrMan. I think we have asked enough. 


f the Jeffer- 
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In looking over this part of the report we were going to put in the record, I 
find that the latter part of it has some names about which I really don’t have 
information, some few, so only the part of the report which is titled ‘“‘Citizenship 
Status, Criminal Record” and “Brief Curricula of Information” consisting of 
two and a half pages wil! be put into the record and I will ask Mr. Kiley to see 
Mr. Gill, that you read it and also he can tell you some of the other reasons why 
we have been anxious to talk with Mr. Marcello. 

Mr. Orcuarp. Of course, Senator, I would like it to be understood, of course, 
any part of that report that is incorporated in the record is not to be considered 
the testimony of this witness. 

The CuarrMan. No, that is right. But I mean, Mr. Gill asked for some 
reasons why the questions were asked, and that part of the report gives the 
criminal record and alse certain other parts, which will be put in upon the 
suggestion of Mr. Gill. 

Mr. Gitu. No, I am not asking anything be put in the record. I just wanted 
to see it, Senator. 

The CHatrMan. Well, I misunderstood. 

Mr. Gitu. In fact, I object to anything going in the record other than the 
questions and answers of this defendant, this witness. 

The Cua'rMan. I had understood you wanted something in the record to show 
the reasons why we have asked these questions. 

Mr. Giuu. No, sir. 

The CHarrRMAN. So anyway, the committee will order 

Mr. Ginn. It was my thought at that time, Senator, we would have an ad- 
journment. 

The CHAIRMAN. Pages, the bottom part of pages 2, 3, and the top of page 4, 
and the committee will state further, to you, Counsel, that the committee has had 
quite an extensive investigation in which Mr. Marcello has played a very im- 
portant part, in the State of Louisiana. The committee has infcrmation and 
reason to believe that he has had gambling, narcoties, and other kinds of opera- 
tions with not only criminal characters in the State of Louisiana but in other 
parts of the United States; that he owns and has interest in quite a number of 
illegitimate businesses, illegal businesses and probably some legal businesses; 
that over a period of many years at which time he came here from Tunis, Africa, 
or he was born in Tunis, Africa, I believe in 1910, of Sicilian parents; that he 
‘ame here in October 1910, that he has been engaged in many violations of law 
with various and sundry people from many parts of the United States; that he 
has had many meetings with criminal characters from other parts of the United 
States; investments in the Beverly Club, another club out here, I think, the 
Forrest Club, a r-cing news service, and many of the other organizations that 
counsel has asked about; that Mr. Marcello is one of the, according to the in- 
vestigative reports, principal criminals in the United States today. 

Mr. Orcuarp. Well, counsel will 

The CHatRMAN. You were asking why we wanted to ask these questions, what 
the relevaney was; some I have told vou sir. 

Mr. Orcuarp. Counsel for Mr. Marcello, with due deference to the Senator, 
strenuously objects to his statement as being unfair, as being based upon an 
investigation which obviously may be hearsay, rumor, and without any basis 
in fact or in law, and I would like mv objection to be noted in the record. 

The CHarRMAN. Your objection will be noted. 

Mr. Giiu. And in fairness to the defendant, may it please Your Honor, we 
would ask that that statement be stricken from the record and that the pages 
that Your Honor has there not be permitted to be introduced in the record. 
When I asked for them I wanted them as a point of information that we might 
converse with Mr. Marcello, and I thought an adjournment would then be had. 
Your Honor having proceeded, they are worthless to us. You have proceeded. 

The CuarrMANn. I didn’t know. I thought you wanted the information about 
the relevancy of the questions. 

Mr. Orcuarp. I think we ought to do this. At least we ought to get them, 
look at them, and talk with his: brothers, come back here tomorrow and we 
might be able to proceed a little better. 

The CyatrMan. I will tell you what we will do: Of course, his criminal record 
is a matter of publie information: that about where he has served and what he 
has done. Beginning at bottom of page 2 

Mr. Gitut. He was pardoned. 

Mr. Orcuarp. He was pardoned, and nothing was said about that part of it. 

The CuarrMan. To the bottom of page 4 will be made a part of the record. 
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The rest of it Mr. Kiley will go over with you, gentlemen, and give you a general 
idea about what we have. 

Another reason we have been wanting to inquire of Mr. Marcello: it appears 
from the record that he is not a naturalized citizen; he is here as an alien, and 
that with all of his convictions, how he has managed not to be deported 

Mr. Gitut. He was pardoned, I believe, Your Honor. 

The CuatrMAN. He was pardoned by Gov. O. K. Allen on one occasion. He 
made an application I think to the President of the United States for pardon on 
narcotics charge which was denied in 1948. 

Mr. Giuu. That is correct. 

The CuatrmMan. The record is long, the connections are bad, the implications 
according to our report are most sinister and we wanted to find out among other 
things what was the trouble with our naturalization and immigration laws that a 
man who is having such apparently a detrimental effect to law enforcement and to 
decency in the community, how he can continue to stay here. 

Mr. Orcuarp. Senator, we are still going to renew our objections to your 
remarks. 

The CuHarrMan. If I have to go into the matter further, if you want Mr. 
Marcello to give any testimony, you may come in the morning. 

Mr. Kiley, will you inform Mr. Gill and these gentlemen of some more Cetails. 
Except for those three pages, the statement will be withdrawn. That is all now, 
gentlemen. 

Mr. Orcuarp. Subject to our objection now. 

The CuarrMan. Mr. Marcello, you will remain under subpena subject to the 
further call of the committee. It must be very manifest that with all the vigor 
at the subcommittee’s command, we will recommend that your contemptuous 
action before this committee be Cealt with according to law. 

Mr. Marcetyio. Thank you, sir. 

Mr. Giutu. If Your Honor please, may I state for the record, that from the 
questions asked this witness, particulerly with reference to bis alien status, it is 
very obvious as to why the witness who is untutored, doesn’t have a good ecuca- 
tion at all, would refuse to swap intellect with the gentlemen of the committer 
That is why I asked at the outset for such information as vou may have. I say 
in all fairness, the repeated questions to this witness, after he stated at the outset 
that he wouldn’t answer, should not in all fairness form more than the basis for 
one contempt, may it please Your Honor. 

The CHatrMAn. Well, now, I tell you, Mr. Gill, in looking over the records of 
what we have here in the file of the business transactions of this witness, he may 
be untutored, he may not be formally educated, but he has certainly got his 
fingers in a lot of businesses in very astute sorts of ways. He is pretty well able 
to take care of this himself. Besides 

Mr. Orcuarp. Are his brothers to come back tomorrow with Mr. Trapani? 

The CuHarrMAan. He has two very eminent counsel representing him, I am sure. 

Mr. Rice. You gentlemen represent the brothers, too? 

Mr. Orcuarp. Yes, sir. We urge no objection to that last remark 

Mr. Gitu. There was a man recently died who is in the banana business here; 
he lost his job when he was a young man because he couldn't d and write, but 
he was in aschool in Canada. He lost his job, but the man left about $90,090,000. 
Sometimes not being able to read and write is a good asset. 

The CHartrRMAN. You will be here with the brothers tomorrow. 

Mr. Gitt. You want them in the morning? 

The CuatkmMan. At 9:30 in the morning. 

(Witness excused.) 

The CyHairnmMan. We have done very poorly by the other lawyers here. Now, 
let’s see who is here and who has already brought records in and we will see if 
we can make some arrangements about when to come back. 

Who represents Mr. Kastel? 

Mr. James O’Connor, Jr. I do. 

The CuHairman. Mr. O'Connor, how would you like, let’s say at 8 o’clock 
tonight? Are you tied up tonight? 

Mr. O’Connor. I am at your convenience, sir. 

The CHAIRMAN. We are going to have to have a night session 

Mr. O’ConNor. I am at your convenience. 

The CHAIRMAN. Suppose we say we will have your client at 8 o’clock tonight. 
Is that all right? 

Mr. O’Connor. Yes, sir. 

The CuarrMAN. Thank you very much. 

Mr. O’Connor. May I ask the Senator something, or counsel? 

The CuatrRMAN. We will have a recess. 
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ANNEX II 


The committee has received the following memorandum from its associate 
counsel, which sets forth the legal opinion of its staff with reference to the con- 
tempts committed by Carlos Marcello. 

JaNvUARY 29, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Carlos 
Marcello (S. Res. 78): 

I have examined the record of the testimony of Carlos Marcello in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by Carlos Marcello to produce 
books and records, and to answer questions was contemptuous of the United 
States Senate and its Special Committee to Investigate Organized Crime in Inter- 
state Commerce. 

As associate counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might incrimi- 
nate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


Downey Ricker, Associate Counsel. 


O 











82p CONGRESS l SENATE f REPORT 
1Tst Session \ No. 121 


PROCEEDINGS AGAINST PETE LICAVOLI FOR CONTEMPT 
OF THE SENATE 


FEBRUARY 21 (legislative day, JANUARY 29), 


“— . ‘ ° ‘ ° rn . ‘ 
Mr. Keravuver, from the Special Committee To Investigate Organized 


Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany 8. Res. 79] 


The Special Committee To Investigate Organized Crime in Interstate 
Commerce as created and authorized by the United State Senate by 
Senate Resolution 202, Eighty-first Congress, second session, cat 
to be issued a subpena to Pete Licavoli of Grosse Pointe, Mich. 
said subpena directed Pete Licavoli to be and appear before the said 
committee forthwith, at room 900, Federal Housing Loan Bank 
suilding, 101 Indiana Avenue NW., Washington, D. C., then and 
there to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of issuance of the subpena was the 12th day of January 1951. At- 
tendance pursuant to said subpena was had on February 8, 1951, at 
Detroit, Mich., in room 734, Federal Building, at which time the 
witness appeared. The subpena served upon said Pete Licavoli is 
set forth as follows: 


UNITED STATES OF AMERI 
CONGRESS OF THE UNITED STATES 


To PETE Lic AVOLI, 1154 Balfour Road, Grosse Point ; Viel 


Pursuant to lawful authority, you are hereby commanded to app 
Special Committee To Investigate Organized Crime in lh 
the Senate of the United States, on forthwith, 1951, at their committee room 
900 Federal Housing Loan Bank Building, 101 Indiana Avenue NW., Washingto1 
D. C., then and there to testify what you may know relative to the sul 
matters under consideration by said committee, and bring wi 

1. All ledgers, vouchers, canceled checks, check stubs, ban! 
statements, financial statements, notes, copies of tax ret S, 
receivable and payable and records of cash receipts and di 
period from January 1, 1940, to date. 

2. All books, records, or other documents showing ow 
holding or interest in any business, company, or enterprise, or in a 
real, personal, or intangible, for the period from January 1, 1950, to date 

3. All correspondence relating to the subject matter referred to in paragraph 2 
hereof, for the period from January 1, 1940, to date. 


S. Rept. 121, 82-1——-1 
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Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To to serve and return. 

Given under my hand, by order of the committee, this 12th day of January, in 
the year of our Lord one thousand nine hundred and fifty-one. 


Estes KEFAUVER, 
Chairman, Committee To Investigate Organized Crime in Interstate Commerce. 

The said subpena was duly served as appears by the return made 
thereon by Kennedy Laurence, Deputy Superintendent, Detroit Police 
Department, who was duly authorized to serve the said subpena. The 
return of the service by the said Kennedy Laurence, being endorsed 
thereon is set forth as follows: 

JANUARY 13, 1951. 

I made service of the within subpena by showing the original and presenting 
the copy to the within-named Pete Licavoli, at 1300 Beaubien Street, Detroit, 
Mich., at 11:36 o’clock a. m., on the 18th day of January 1951. 

KENNEDY LAURENCE, 
Deputy Superintendent, Detroit Police Department. 

The said Pete Licavoli, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, EKighty-first Congress, 
second session. Pete Licavoli having appe ared as a witness and 
having been asked questions, which questions were pertinent to the 
subject t matter under inquiry, made answers as appeared in the records 
of the hearing on February 8, 1951, at room 734, Federal Building, 
Detroit, Mich., which record is annexed hereto and made a part 
hereof and designated ‘‘Annex I.” 

As a result of said Pete Licavoli’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance with the 
terms of said subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Pete Licavoli 
pertinent to the subject matter which under Senate Resolution 202, 
Kighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I is a violation of the subpena under 
which the witness was directed to appear and answer pertinent ques- 
tions to the subject under inquiry, and his persistent and illegal refusal 
to answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee on January 3, 1951, as set forth below: 


SpecraL CommitrtreEe To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
CoMMERCE 


Resolved, That the chairman of this committee be and hereby is authorized at 
his discretion to appoint one or more subcommittees of one or more Senators, of 
whom one member sall be a quorum for the purpcse of taking testimony and all 
other committee acts, t» hold hearings at such time and places as the chairman 
might designate, in furtherance of the committee’s investigation of organized 
cri. e, in the vicinities of the cities of Cleveland, Ohio, and Detroit, Mich. 
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In accordance with the resolution of January 3, 1951, the chairman, 
by letter dated February 3, 1951, as set forth below, designated 
Senator Herbert R. O’Conor as a subcommittee of one to swear wit- 
nesses and to hear testimony at Detroit, Mich., beginning February 
8, 1951. 

FEBRUARY 38, 1951 
Hon. Hersert R. O’Conor, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR O’Conor: In secordance with the autbority granted me by the 
committee under the resolution attached, I hereby name you as chairman of thi 
subeommittee of the Special Committee To Investigate zedCrime in Inter- 
state Commerce to conduct hearings in Detroit, Mich. ning February 8, 
1951. 





Sincerely, 
Estres KEFAUVER, Chatrman. 


After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SpectaL ComMirrEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATI 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, FEBRUARY 17, 1951 


The committee met at 10:30 a. m., in room 457, Senate Office Building. There 
were present the chairman and Senators Tobey, Hunt, and O’Conor. Senator 
O’Conor presented to the committee the minutes of the committee meeting of 
February 8 and 9, 1951, together with a resolution made on January 3, 1951. The 
chairman stated to the committee that the chairman had designated a subcom- 
mittee to hear continued testimony in connection with organized crime in the citv 
of Detroit, Mich., pursuant to the resolution of January 3, 1951, the subcommittee 
consisting of Senator O’Conor. 

The chairman of the subcommittee then presented to the committee the minutes 
of said subcommittee meeting of February 8, 1951, held in room 734, Federal 
Building, Detroit, Mich. 

The chairman of the subcommittee stated to the committee that the witness, 
Pete Licavoli, repeatedly, consistently, and arbitrarily had refused to answer 
questions put to him throughout counsel and chairman of the subcommittee’s 
examination of said witness on February 8, 1951, and that his refusal therefore 
was improper and contemptuous. 

The chairman of the subcommittee presented to the committee a draft report 
on the entire matter for the committee’s consideration and the committee duly 
adopted the said report and instructed the chairman to present said report to the 
United States Senate. 

Therefore, upon motion of Senator Hunt, duly seconded by Senator Tobey, it 
was duly resolved that the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the eastern 
district of Michigan to proceed against the said Pete Licavoli in the manner and 
form provided by law. 





ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


Unirep States SENATE, 
SpectaAL ComMITTEE To INVESTIGATE ORGANIZED CRIME 
IN INTERSTATE COMMERCE, 
Detroit, Mich.., Thursda 4. Februar 8. 1951 

The committee met, pursuant to adjournment, at 10 a. m., in Room 734, Federal 
Building, Senator O’Conor (chairman) presiding. 

President: Senator Herbert R. O’Conor (chairman 

Also present: Rudolph Halley, chief counsel; John L. Burling, assistant counsel; 
Alfred M. Klein, assistant counsel. 

The CHAIRMAN. I now eall Pete Licavoli. 

Do you swear the testimony you will give this committee will be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Licavout. I do. 
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TESTIMONY OF PETER LICAVOLI 


The CHarnMan. What is your full name? 

Mr. Lrcavour. Peter Licavoli. 

The CHarrRMAN. Peter Licavoli? 

Mr. Licavour. That is right. 

The CuarkMan. What is vour address? 

Mr. Licavour. 1154 Balfour. 

The CHarRMAN. 1154 Balfour? 

Mr. Licavour. Yes. 

The CHarkMaANn. How long have you lived there? 

Mr. Licavout. Oh, about 10 years. 

The CuarrMan. Where did you live before that? 

Mr. Licavout. St. Louis. 

The CHatRMAN. How long did you live in St. Louis? 

Mr. Licavour. All my life. 

The CHarRMAN. You were born there? 

Mr. Licavout. Yes, sir. 

The CHarrRMAN. In what business are you engaged? 

Mr. Licavout. I refuse to answer that question on the ground that it might 
tend to incriminate me in both State and Federal laws. 

Mr. Buruine. Mr. Lieavoli, you were advised by counsel for the committee 
that the privilege as to self-inecrimination does not apply to State offenses, and 
vou may refuse to testify only if the testimony would have a tendeney to inerim- 
inate vou of a Federal offense. Do you understand that? 

Mr. Licavour. Yes, sir. 

Mr. Buruinc. Have you been consulting with counsel? 

Mr. Licavottr Yes, sir. 

Mr. Bururnc. Now, furthermore, you understand that vou may claim the 
privilege and you may refuse to answer on that ground only if in fact the answer 
if given would tend to incriminate you; that is to say that if you told the truth 
you would be admitting the crime. Do you understand that? 
~ Mr. Licavour. Yes. 

Mr. Buruine. So that, in effect, vou are saying you refuse to answer the 
question as to what your occupation is on the ground that it is a criminal occupa- 
tion: do you und rstand that? 

Ir. Licavoutr. I don’t get that clear, sir. 

Mr. Burtina. Perhaps I have gone a little too fast for you. If I ask you, is 
it raining, vou cannot refuse to answer on the ground that it would tend to 
incriminate you because it would not. 


Mr. Licavout. No, sir. 


Mr. BuritinG. You ean only claim the privilege legally if in fact the answer if 
given would tend to incriminate you. Do you understand that? 

Mr. Licavout. Yes. 

Mr. Buriinc. That means that if you are rightfully claiming your privilege 


the answer to the question would tend to incriminate you. 

Mr. Licavout. Yes, sir. 

Mr. Burutna. In other words, if vou tell us what your occupation is it would 
tend to incriminate you; is that right? 

Mr. Licavout. I refuse to answer that on the ground that it might tend to 
incrit lnate me. 

Mr. Burutna. You refuse to answer whether or not you understand me on 
the ground that it would tend to incriminate you? 

Mr. Licavout. Yes. 

The Cuarrman. At this juncture we will recess for lunch, until 1:45, and you 
will return to the stand at that time. 

Whereupon, a recess was taken at 12:45 p. m., to reconvene at 1:45 p. m.) 


AFTERNOON SESSION 


The CuHatrmMan. The hearing will be resumed. 
We will call Mr. Pete Licavoli to the stand again. 
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TESTIMONY OF Petre Licavo.tt—Reealled 


The CHarrMaAN. At the time we recessed for lunch, certain questions were bei 
asked you, and I will now ask counsel to continue 

Mr. Bururna. Mr. Licavoli, do you have a criminal record? 

Mr. Licavout. I refuse to answer, on the 1 
ate me. 

Mr. Buruina. Let me see if we can get this straigh Do 1 re to ar er 
whether you have peen pre\ iously arrested on t round tha il l crim- 





inate you? 


Mr. Licavout. Yes, sir. 








Mr. Buruinc. Do you care to explain > How « i f { 
vou had pre viously been arrested tend to 1 
Mr. Licavout. I don’t know how, but I refuse to answe equ ) 


Mr. BurutnGc. You decline to give the committee any explanation as t 
would tend to incriminate you? 

Mr. Lieavout. That is right. 

Mr. Buruinc. Mr. Chairman, [ respectfully ask that the witnes order 
to answer the quest 

The CHAIRMAN. Yes. The chairman of th ibcommittee orders \ to answer 
that question, 

Mr. Licavout. It orders me to answer it? I ref to answer ani lest 5 
that tend to incriminate me, in violation of the State and | 

The CHAIRMAN. Next question. 

Mr. BurLING. Were vou arrested in 1922 for robbery? 

Mr. Licavout. I refuse to answer the question, on the ground that mav tend 


to incriminate me, under both Federal and State laws 


a i 


10Ons. 


Mr. Buruinc. How could it possibly tend to incriminate you, Mr 


is to whether or not you were arrested for robbery in 1922? The statute of 





limitations is over long ago. 

Mr. Licavout, I refuse to answer that question, sir. 

Mr. Buruine. On what ground? 

Mr. Licavour. It may tend to incriminate me under both State and Federal 
laws. 

Mr. Buruine. Even to explain it? Would that tend to incriminate you? : 
that vour position? 

Mr. Licavoui. Pardon? 

Mr. Buruina. Just explain to the committee how it could possibly tend to 
incriminate you to answer whether you had been arrested for robbery in 1922 

Mr. Licavour. Well, I refuse to answer that, sir. It might incriminate me 
both under the State and Federal laws. 

Mr. Burutna. I think the question as to whether he was arrested is proper, and 
I respectfully ask that the witness be ordered to answer. 





The CHAirMAN. The committee orders you to answer it 

Mr. Licavout. I refuse to answer, sir. 

Mr. Burutna. Mr. Licavoli. Will you look at this photograph which I am 
handing vou, and tell me whether you have any idea of who that person is‘ 

Mr. Licavous. I refuse to answer that, sir. 

Mr. Buruina. Mr. Licavoli, this is a police photograph, Detroit Police De 





ment, No. 30787, dated 6-1—50. It looks to me remarkably like the witness, and 
1 ask that this and the attached police records be marked in evider 

The CHAIRMAN. It will be so marked. 

The document identified was thereupon received in evidence as exhibit 4, 
Witness Licavoli.) 

The CHaiRMAN. While it is before you, you can avail yourself of its contents 
and propound any questions. 

Mr. Burutne. I am going to read what purports to be vour police record, and 
ask that you listen attentively, and if there is any arrest on here which you think 
does not relate to vou, please let us know. 

Mr. Licavour TI don’t think that is fair, sir. am 1 

Mr. Buruinc. Would you prefer that we do it case by case? 

Mr. Licavoutr. I don’t prefer I refuse to an 
because it mav tend to incriminate me 
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Mr. Buruina. It may not, sir. 

Mr. Licavout. In violation of State and Federal laws. I don’t think that it is 
fair that you should read my record. 

Mr. Burutna. All right. Police department, St. Louis, 9-5-22, robbery, 
discharged. Same police department, 1-19-26, robbery, discharged. Detroit, 
9-8-27, armed robbery, discharged. 3-30-27, violation of Volstead Act, St. 
Louis, discharged by court. Police department, Detroit, 10-26-27, kidnaping. 

Do you remember that? 

(No response.) 

Mr. Buruina. I said, do you remember that? 

Mr. Licavout. I refuse to answer, sir. 

Mr. Buruina. I see. It might tend to incriminate you? 

Mr. Licavour. Yes. 

Mr. Buruina. In other words, you might be incriminated of the crime of 
kidnaping if you answer? 

Mr. Licavour. I refuse to answcr that, sir. 

Mr. Buruinc. You can’t refuse to answer. The inference is unmistakable, if 
you refuse to answer on the charge of kidnaping in 1927, if you were guilty as 
charged. 

Mr. Licavout. Well, the record answers for itself, sir. Everything is on there. 
You’ve got the record, and it reads for itself, whatever it is. Why should I 
incriminate myself if I answer that question? 

Mr. Buriine. Because you have no right, under the Constitution to refuse to 
answer that you were not guilty of kidnaping. 

Mr. Licavour. I have my constitutional—it is within my constitutional rights 
to refuse to answer, sir. 

Mr. Buruina. Very well. The police department, Detroit, 1-8-28, violation 
of prohibition, discharged. 3-21-28, C. C. W.; fined $200 and 90 days in the 
Detroit House of Comection. 7-19-28, murder. Did you commit the murder? 

Mr. Licavout. I refuse to answer. 

Mr. Buritina. You think it might tend to incriminate you? 

Mr. Licavous. It might tend to incriminate me. 

Mr. Buruina. If you testified about this murder charge? The inference again 
is quite clear. 

7-21-28, armed robbery, discharged. 4-29-29, kidnaping, discharged. 

How about that? Do you have anything to say about that? 

Mr. Licavour. I refuse to answer on the ground that it might tend to incriminate 
me. 

Mr. Buruina. You don’t deny it? 

Mr. Licavour. I refuse to answer. 

Mr. Buruina. Then, 5-12-29, investigation, disorderly person. Discharged. 
9-26-29, investigation, discharged. These are all Detroit. 1—6-30, investigation, 
Discharged. 

Toledo, 10-2-31, fugitive, turned over to Detroit police. Then received in 
Detroit at 10-5—31 on the charge of murder. You were found not guilty. Now, 
since you were found not guilty, you can’t be incriminated with that, Will you 
tell us about that? 

Mr. Licavout. I refuse to answer on the ground it may tend to incriminate me 
in violation of State and Federal laws. 

Mr. Burutnc. Mr. Licavoli, once a jury has found you not guilty of murder, 
you cannot be tried again for it. Therefore, it would be impossible for you to be 
incriminated, Will you explain to us why you refuse to tell us about this murder 
charge? 

Mr. Licavourt, That is past, 20 years or 25 years ago. Why should I talk 
about something that is already over with 25 years ago? 

Mr. Buruinc. Because you are being questioned. 

Mr. Licavout. I refuse to answer any questions in regards to any past histories, 

Mr. Buriinc. Will you please tell us all that you know about your arrest in 
Toledo and your being charged with murder and the acquittal of murder in 1931? 

Mr. Licavout. I refuse to answer on the ground it may tend to incriminate me 
in violation of the Federal and State laws. 

Mr. Buruinc. It seems to me that is a clearly proper question, 

The CHarrMan. Just continue with the rest of the record so you can ask one 
general question. 

Mr. BuriinG. 12-38-31, conspiracy to violate the national prohibition law, 
no disposition given; 5-2—33, murder, discharged by the court; 4-22-35, investi- 
gating shooting, discharged on writ; 6-10-35, investigation, disorderly person and 
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armed robbery, discharged; 8-12-35, attempted extortion, discharged by the 
court; 11-11-35, A and B, $100 or 90 days, Detroit House of Correction; 1-23-41, 
conspiracy, found not guilty; 10—-10~—41, investigation ‘“‘r. a.’’, discharged; 12-30-42, 
reckless driving, discharged; 8-27-46, investigation, discharged; 6-1—50, investi- 
gation, no disposition given. I believe as to any matters prior to the running 
of the statute of limitations, Mr. Chairman, it is clear that the witness has no 
privilege. 

The CuarrMan. Now, Mr. Licavoli, with reference to those questions which 
have been asked of by counsel, the committee directs you to answer. What 
response do you make? 

Mr. Licavour. I refuse to answer on the grounds it may tend to incriminate 
me in violation of both State and Federal laws. 

Mr. Buruina. I ask that this brochure be marked and I offer it in evidence. 

(The document identified was thereupon received in evidence as exhibit No. 
4A, Witness Licavoli.) 

Mr. Buriuinc. Mr. Chairman, [I have a brochure describing what is called a 
“beautiful Grace Ranch nestled in the scenic Catalina foothills, 12 miles north- 
east of Tucson.’’ Mr. Licavoli, will vou look at this brochure and tell me what 
ranch is referred to? 

Mr. Licavort. That is mine. 

Mr. Buruimna. That is vours? 

Mr. Licavo ui. Yes, it is. 

Mr. Bururna. Known as the Grace Ranch? 

The CHatRMAN. Would you like to see if this properly describes it? 

Mr. Licavont. I know the brochure. 

Mr. Buriinc. Mr. Chairman, I will read some parts of this into the record. 
It reads, ‘Beautiful Grace Ranch, comprising of: main house, 11 private guest 
rooms, 2 large sun decks, large dining room, and lounge. Fully equipped res- 
taurant-sized kitchen, store room, modernly equipped laundry, and linen room 
Help’s quarters. Three targe dirt reservoirs, five wells, new aluminum 20 by 50 


hay barn, fully equipped work shop, corrals, stables, tack room, one-fourth 
mile fenced-in exercise track. Plenty of well irrigated land for pasture.”’ As the 
record will show, there are various photographs showing guest rooms, dining 


rooms at the main house of the patio and I will ask how much did you pay for 
this? 

Mr. Licavoutr. It is for sale—vyou forgot that. 

Mr. Buruine. Did you have this printed, Mr. Licavoli? 

Mr. Licavout. Yes. 

The CHatrmMan, What is it being offered for sale for, that is for what amount? 

Mr. Licavout. Well, it is—I refuse to answer on the ground it may incriminate 
me. 

Mr. Buritnc. The question is a proper question. 

The CHarrmMan. The chairman directs you to answer. Do you still refuse? 

Mr. Licavour. Yes, I refuse. 

Mr. Hatuey. Mr. Chairman, may the record show even the witness laughed 
at his own answer. Do you take that answer seriously, Mr. Licavoli, that you 
refuse to answer on the ground it might incriminate you? 

Mr. Licavout. Yes, I do. 

The CuarrRMAN. All right. 

Mr. Buriina. Do you care to give the committee any explanation as to how 
the asking price for the piece of real estate could possibly incriminate you? 

Mr. Licavout. I don’t know. I refuse to answer that question on the same 
grounds. 

The CHatRMAN. What is the next question? 

Mr. Buruinc. How much did you pay for the ranch? 

Mr. Licavour. $21,000. 

Mr. Bururna. $21,000 for this ranch? 

Mr. Licavo.t. Yes. 

Mr. Buriina. Did you add anything to it? 

Mr. Licavour. Yes. 

Mr. Burtinc. How much capital have you put into it? 

Mr. Licavouir. Oh, $20,000 or $25,000. 

Mr. Buruina. So your total investment in this ranch which has 75 acres with 
11 private guest rooms is in the neighborhood of $45,000 or $50,000? 

Mr. Licavour. Approximately. I worked on that myself 

Mr. Bururma. Mr. Chairman, I have in my hand a photograph of a house 
which I would like to show the witness and then have marked. Will you examine 
that house and see if you know the house, that is examine the photograph? 
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Mr. Licavout. That is my house. 

Mr. Buruinc. Your house in Grosse Pointe? 

Mr. Licavour. Yes. 

Mr. Buruinc. How much did you pay for that? 

Mr. Licavour. Around $20,000. 

Mr. BuruinGe. Did you pay around $20,000 for that house? 
Mr. Licavou Yes, sir. 

Mr. Buruinc. When? 

Mr. Licavout. Oh, 10 vears ago—11 vears ago. 


Mr. Buruinc. Mr. Chairman, I ask that that be received in evidence. 

The CHarRMAN. It will be placed in the record and so marked by the reporter. 

The document identified was thereupon received in evidence as exhibit No. 
18, Witness Licavoli.) 

Mr. Buruine. You have a brother ‘“Yonnie’’? Will you spell the name, please? 

Mr. Licavout. Yes, sir. T-h-o-m-a-s, Thomas. 

Mr. Buruinc. How is he commonly known? 

Mr. Licavour. Well, the nickname is ‘‘Yonnie.’’ His name is Thomas Licavoli. 

Mr. Buruinc. Where is he now? 

Mr. Licavour. He is in the Ohio Penitentiary. 

Mr. BURLING. How long has he been there? 

Mr. Licavour. About 17 vears. 


Mr. Burutnc. He is in for life? 
Mr. Licavout. Yes, sir. 
AT 


Mr. Burumnc. On what charge? 

Mr. Licavouit. Murder—conspiracy. 

Mr. Buriinc. Conspiracy to murder? 

Mr. Licavour. Yes. The same sentence here is 5 years—it calls for 5 years, 
and in Ohio it is life. 

Mr. Buruina. Now, you have a telephone, I believe, at the Grace ranch? 

Mr. Licavout. Yes, sir. 

Mr. Bururina. The telephone records show you made in 1949 and 1950 various 
phone ealls. I am going to ask you to identify the people that you called from 
there. Did you call a Mr. Connel at Twinbrook 35100, Detroit, and who is he? 

Mr. Licavout. I refuse to answer on the grounds it may tend to incriminate me. 

Mr. Buruinc. Are you asserting your associations with Mr. Connel would 
incriminate you? 

Mr. Licavour. I refuse to answer on the grounds it may tend to incriminate me. 

Mr. Buruinc. Michael Polizzi, Valley 25146, Detroit; who is Michael Polizzi? 

Mr. Licavout. I refuse to answer on the grounds it may tend to incriminate me. 

Mr. Buruinc. Grace Bommarito, Lorraine 81365, Detroit, who is she? 

Mr. Licavour. Grace Bommarito? 

Mr. Burtinc. Do you know anyone named Grace Bommarito? 
Mr. Licavour. My mother-in-law. 

Mr. Buruinc. That does not incriminate you. 

Mr. Licavour. No, sir. 

Mr. Buruinc. How about Joseph Bommarito, Tuxedo 5-0908? 
Mr. Licavour. That is my brother-in-law. 

Mr. Buriinc. Sam Perrone, Valley 24950. Who is he? 
Mr. Licavour. Next door neighbor. 

Mr. Burutne. An old friend? 

Mr. Licavour. No, sir. 

Mr. Buruine. A close friend? 

Mr. Licavoui. No, sir; an acquaintance. 

Mr. Burne. How long have you known Sam Perrone? 
Mr. Licavour. Sinee he moved. 

Mr. Buruinc. When did he move there? 

Mr. Licavour. I don’t know, I don’t remember. 

Mr. Buruinc. Well, approximately. 

Mr. Licavour. A couple of years. 

Mr. Buruinc. You have been in his house? 

Mr. Licavout. Yes. 

Mr. Buruina. He has been in yours? 

Mr. Licavout. Yes. 

Mr. Buruina. Donald J. Liecavoli, Tuxedo 5—0140. 

Mr. Licavoui. My brother. 

Mr. Buruina. Sam Zerilli, Lorraine 77597. Who is he? 
Mr. Licavoui. Lorraine? 
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Mr. Buruina. Sam Zerilli. 

Mr. Licavour. My brother-in-law. 

Mr. Buruina. How is he related to you? 

Mr. Licavout. My wife and his wife are sisters. 

Mr. Buruinc. Thomas Licavoli, Walnut 14651. Who is he? 

Mr. Licavour. My brother. It is my sister-in-law, Mrs. Thomas Licavoli. 

Mr. Buruinc. Martin Fenster in Los Angeles, Tucker 9369. Who is he? 

Mr. Licavoutr. A friend of mine. 

Mr. BuruinG. Maurice alias Mushy Webster, Cherry 19720, Cleveland. Who 
is he? 

Mr. Licavour. I know him: a friend of mine. 

Mr. Burtinc. What does he do for a living? 

Mr. Licavour. He has a cafe in Cleveland. 

Mr. Buruinc. Do you have any other people that you know of? 

Mr. Licavour. Not that I know of. 

Mr. Buruinag. He never told you he had any other business except 
cafe? 

(No response.) 

Mr. Buruinc. In the Desert Inn in Las Vegas, Nev., did vou have anv b 
connections 

Mr. Licavour. No, sir. 

Mr. Buruinc. Have vou ever been there? 

Mr. Licavoui. Yes; a few days ago. 

Mr. Burutinc. Then we have Moe Dalitz. Have vou ever heard of him? 
Las Vegas 6000. Incidentally, that is the number of the Desert Inn. 

Mr. Licavour. I know of him; ves. 

Mr. Burutnc. You telephoned to him; did you not? 

Mr. Licavout. No. 

Mr. Buruinc. You deny having put through a call to Moe Dalitz? 

Mr. Licavour. Yes. 

Mr. Buruinc. Then we have Dominick Licavoli, at Newstedt 5386, at St 
Louis. 

Mr. Licavour. He is my uncle. 

Mr. Bururnac. Frank Valenti, at Monroe 7186, in Rochester 

Mr. Licavout. I don’t remember that. 

Mr. Bururne. Then we have Pete Mannelli, at Youngstown 72144. Do you 
know him? 

Mr. Licavoutr. I don’t know him. 

Mr. BurutnGc. You called him, but you don’t know him? 

Mr. Licavour. I didn’t call him. I don’t remember 

Mr. Burumnc. How about Joe DeCarlo, at Youngstown 4—-2245? 

Mr. Licavout Yes, I knew him. 

Mr. Burutnc. What does Joe DeCarlo do? 

Mr. Licavout. I don’t know. 

Mr. Buruinc. Next we have Mike D’Angelo, at Walnut 2275, in Colorado 
Springs, Colo, 

Mr. Licavout. Colorado Springs, Colo? 

Mr. Buruina. Yes, Mike D’ Angelo. 

Mr. Licavout. I know a Mike D’ Angelo, but he is not from Colorado 

Mr. Buruine. Who is he? 

Mr. Licavout. A friend of mine 

Mr. Buriine. What does he do for a living? 

Mr. Licavouti. I don’t know. 

Mr. Buruinc. James Brink, Dixie 7304, at Erlanger, Kv., do you know him? 

Mr. Licavout. Yes. 

Mr. Burutne. What does he do for a living? 

Mr. Licavoutr. He runs the Lookout House 

Mr. Burutc. Is it a gambling casino? 

Mr. Licavour. The Lookout Stud It is a stable 

Mr. Buruine. You first said “Lookout House,’ yourself, did you not? 

Mr. Licavour. Yes, I did. 

Mr. Buruine. Was that a slip of the tongue? 


Mr. Licavout. I made a mistake It is Lookout Stud 
Mr. Buruinc. Do vou seriously want to tell tl] co ttee that the L 


House or Lookout is not a gambling casino in Kentu 


S. Rept. 121, 82-1- 
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Mr. Licavo.t. I don’t know whether it is or not. I have never been in there 
in my life. 

Mr. Burutnc. Next is Jack Dillon, Central 5844, in St. Louis. Who is he? 

Mr. Licavout. I don’t remember making any calls to Mr. Dillon. 

Mr. Buruinc. Next is Sam Masseri, Main 9545, at San Diego. 

Mr. Licavour. He is a cousin of mine. 

Mr. Burutnc. Then we have Martin Fenster. He is a friend of yours, you say? 

Mr. Licavour. Yes. 

Mr. Buruinc. What does he do for a living? 

Mr. Licavout. He has a bar in Los Angeles, Calif. 

Mr. Burtinc. Have you ever done time? 

Mr. Licavout. Yes. 

The CHarrMan. Will you answer audibly so that the reporter 
answer? 

Mr. Licavour. Yes. 

The Cuarrman. The answer is ‘Yes.”’ 

Mr. Burutnc. What was the charge? 

Mr. Licavour. Bribery of a customs officer. 

Mr. BuruinGc. Where did the alleged bribery take place? 

Mr. Licavour. I don’t remember. 

Mr. Buriinc. Who were you asserted to have bribed, do you remember that? 

Mr. Licavour. I don’t remember. 

Mr. Buruinc. Who were you asserted to bribe? Do you remember that? 

Mr. Licavour. Pardon me? 

Mr. Burtinc. Who wes it said you bribed? 

Mr. Licavour. A customs officer. 

Mr. Buruinc. You do not remember where in the United States? 

Mr. Licavour. No. 

Mr. Burtina. Where did you serve the time? 

Mr. Licavour. In Leavenworth. 

Mr. Bururnc. Do you know Joe Massei? 

Mr. Licavou. Yes. 

Mr. Buritne. Do you know a man called Melford Jones? 

Mr. Licavour. No, sir. 

Mr. Buruinc. Have you ever been in the Stork Club? 

Mr. Licavour. Not that I can remember. 

Mr. Buruina. Did vou shoot Melford Jones in the Stork Club? 

Mr. Licavout. I refuse to answer. 

Mr. Buruine. I want to be sure you understood my question. I asked you, 
Did you shoot Melford Jones in the Stork Club? 

Mr. Licavour. No, sir. 

Mr. Buruinc. Just a moment ago you refused to answer, on the ground that 
the answer would tend to incriminate vou. 

Mr. Licavour. If you want me to put it that way, all right. You asked me if 
I shot Melford Jones, and I said no. 

Mr. Buruinc. Did vou shoot him anywhere not confined to the Stock Club? 

Mr. Licavout. No, sir. 

Mr. Buruinc. Now, Mr. Chairman, I have a booklet called Green Sheet 1951 
Almanac, and I will show it to the witness and ask him if it is not true that he 
arranged to have it printed and that he distributes these booklets. 

Mr. Licavour. I refuse to answer it, on the ground that it may tend to in- 
criminate me under both State and Federal laws. 

Mr. Burtinc. In view of that question, I request that the book be received in 
evidence 

The CuarrmMan. The booklet will be offered in evidence, admitted, and will be 
so marked by the official stenographer. 

The document identified was thereupon received in evidence as exhibit 5, 
Witness Licavoli. 

Mr. Burutnc. My understanding of the law is that possession of gambling 


can get the 


paraphernalia, including these books, is a violation of State law but there is no 
Federal law against numbers, which these books are used in connection with. 
1, therefore, respectfully request that vou order the witness to answer the question. 


The CuarrmMan. Yes. It is so ordered, and you are directed to answer. 

Mr. Licavou:. I refuse to answer, on the ground that it may tend to incriminate 
me, in vielation of both State and Federal taws. 
Mr. Buruinc. [show you now a green book for 1950, and ask you if you arranged 


to have that printed. 


—= 
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Mr. Licavout. I refuse to answer, on the same ground. It may tend to 
incriminate me in both State and Federal laws. 

Mr. Buruinc. Do you know a man named Jerry Martin? 

Mr. Licavour. Yes, sir. 

Mr. Buruine. He hauled these bocks 

Mr. Licavouti. I refuse to answer, on the ground 

Mr. Buruine. Wait a minute. You have already answered the quest 

Mr. Licavour. You asked me if he hauled books 

Mr. Buriine. You are anticipating me You have correctly guessed 
question. Now, Martin hauled the books away from the printer; isn’t that right 

Mr. Licavout. I refuse to answer, on the ground that it may tend to iner nate 
me, both in State and Federa! laws. 

The CuatrMan. In connection with the book that has been offered in evidene 
to ascertain whether you have any explanation to make of it, I have just picked at 
random on page 16 a series of statements under the month of July, headed 
“Monthly suggestions.”’ It says: ‘‘Here are some hot numbers for the hot days 
of Julv: 318, 620, 074, 982.’’ 

“Tf you are planning a vacation, these numbers will help vou to finance your 
trip: 501, 610, 442. 

‘Around the beginning of the month, watch for numbers 778, 452, and 910. 

“In July we start the last half of the vear. Start it right with 513, OIS, and 539. 

“Our extra special favorite number for is 7 

“Doubles good to follow are 440 and 737. 

“O27 and 184 are best suggestions for Julv in the late races and in the first 
10 days of the month and 320 and 726 in the early races.”’ 

Is there anything further you care to say in regard to that 

Mr. LIcAVOoLL. No. 

Mr. Buruinec. Are you related to Sam Bommarito? 

Mr. Licavoui. Joe Bommarito. 

Mr. Buruinc. Mr. Chairman, I am going to show the witness two polic 
records of two different men, named Joe Bommarito, and ask the witness if 
can tell which is which. There are two Joes. One is Searface, and what i 
other one’s name? 

Mr. Licavout. Joe Bommarito. 

Mr. Buruinc. They are both Joe. One is identified as Searface, and the 
other is 

Mr. Licavout. Long Joe Bommarito. 

Mr. Buruina. I will show you this and ask you whether that is Long Joe o1 
Scarface. 

Mr. Licavott. I refuse to identify the records. I refuse to identify a 
records 

Mr. Buruina. In order to lay a formal foundation for a possible contempt cit 
tion, Mr. Chairman, I ask that a photograph and a police record of someon 
named Joe Bommarito be marked as an exhibit. 

The CuHarrRMAN. All right. It will be marked and will be designated as No. 6 
Will you be good enough to mark it, please, and then let the witness see it? 

The document identified was thereupon received in evidence as exhibit No. 6 
Witness Licavoli.) 

Mr. Licavout. I refuse to identify any records. 

The CHatrRMAN. The question asked of the witness pertains to exhibit No. 6 

Mr. Buruina. It ineludes a police photograph, Detroit police photograph No 
37496. In my opinion, Mr. Chairman, the witness may properly be asked to 
identify a photograph of an alleged hoodlum, especially since he is confused as to 
which Joe Bommarito is which. I think it is pertinent for us to inquire into that 

The CHatrRMAN. Would you first show him the other one, so he can be 
the question in connection with both? 

Mr. Burtina. Then may I ask that a second police reeord of one Joseph 
Bommarito, be marked “Exhibit No. 7.” 

The CHAIRMAN. All right. 

(The document identified was thereupon received in evidence as exhibit No. 7, 
Witness Licavoli.) 

Mr. Buruine. Will you look 

Mr. Licavoui. I refuse to answer 

Mr. Buruina. Let me finish my question. 

Mr. Licavour. Yes. 

Mr. Buruina. Refrain, please, from interrupting any questions until I ask you 
them. I want to lay a proper foundation. We are not asking you anything 


July is 732. 
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about any activity which you may have had with either of these men. We are 
merely asking you to examine these two police records, one of which has a photo- 
graph attached to it with a number which corresponds to the number of the crim- 
inal record involved, and we want to know whether the man in the photograph is 
Searface or Long Joe. Will you answer that question? 

Mr. Licavout. I refuse to identify any photographs or any records, on the 
ground that it may tend to incriminate me. 

» The Cuatrman. The Chair directs you to answer. Is it our understanding that 
the response is the same? 

Mr. Licavour. The same; yes. 

Mr. Buruina. Mr. Licavoli, I notice that in your income-tax return for 1948 
you report an item called speculations, $49,000. I wonder if you would care to 
tell us just what those speculations were. 

Mr. Licavout. I refuse to answer, on the grounds that it may tend to incrim- 
inate me, in violation of both State and Federal laws. 

Mr. Buruina. Are you willing to tell us whether your brother-in-law is Long 
Joe or Scarface Bommarito? 

Mr. Licavour. Long Joe is my brother-in-law. 

Mr. Buruinc. You keep no records of your financial transactions, I believe? 

Mr. Licavout. I refuse to answer, on the grounds that it may tend to incrim- 
inate me, in violation of both State and Federal laws. 

Mr. Buruinae. Did you tell that to Mr. Amis on January 19, 1951? 

Mr. Licavoui. I didn’t have no records. 

Mr. Burtinc. You have no bank accounts, either; is that right? 

Mr. Licavoui. I refuse to answer that, on the same grounds; it may tend to 
incriminate me, in both the State and Federal laws. 

Mr. Buriinc. You did tell that to Mr. Amis, though, didn’t you, even though 
you won’t tell us under oath? 

Mr. Licavout. I refuse to answer that, on the same grounds, 

Mr. Buruing. Did you ever hear of the Mexico Villa House? 

Mr. Licavour. I refuse to answer, on the grounds it may tend to incriminate 
me under both State and Federal laws. 

Mr. Buruing. You don’t deny that that is a numbers house, do you? 

Mr. Licavout. I refuse to answer, on the grounds it may tend to incriminate me 
under both State and Federal laws. 

Mr. BurutneG all right. Who is Abe Balaban? 

No response. 

Mr. Buruinc. You never heard of him? 

Mr. Licavoutr. No. 

Mr. Burutne. Did you ever hear of the Gold Seal Liquor Co. at Chicago? 

Mr. Licavout. I have heard of that; yes. 

Mr. Buruinc. What is your business with them? 

Mr. Licavour. None whatsoever. 

Mr. Burutna. Did you ever hear of the Willow Run Cleaners, located at 13164 
Woodrow Wilson? 

Mr. Licavour. Yes, sir. 

Mr. BurLInNG. You were in it, were you, as a partner? 

Mr. Licavour. Yes, sir. 

Mr. BurutnG. And Searface Bommarito was in it? 

Mr. Licavour. Joe Bommarito. 

Mr. Buruina. I can’t tell which Bommarito is which if I don’t use the nickname. 

Mr. Licavoui. The name is foe. 

Mr. Burutnac. Thev are both Joe, aren’t thev? 

Mr. Licavout. I don’t know where vou get Scarface. 

Mr. Buruinc. How do you distinguish one Joe from the other? 

Mr. Licavout. Well, the name tells. 

Mr. Burtinac. You mean they are both Joe, but vou can tell them apart by 
name? I don’t understand that. Will you explain that? 

(No response. ) 

Mr. Buruinc. What is the Chesterfield House? 

Mr. Licavoutr. I refuse to answer, on the grounds that it may tend to inerimi- 
nate me, under both State and Federal laws. 

Mr. Burutna. Isn’t it the fact that that is the principal numbers house here 
in Detroit? 

Mr. Licavour. I refuse to answer, on the grounds that it may tend to incrimi- 
nate me, in violation of both State and Federal laws. 

Mr. Buruina. Are you the top man in the Chesterfield House? 
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Mr. Licavout. I refuse to answer, on the grounds it may tend to incriminate 
me under both State and Federal laws. 

Mr. Burunc. Who is Mike Rubino, if you know? 

Mr. Licavour. A friend of mine. 

Mr. Buruinc. Would it be fair to deseribe him as « f li 


Mr. Licavour. I refuse to answer, on the grounds it may tend te 


me under both State and Federal laws. 
Mr. BuruinGc. Who is Angelo Meli? 
Mr. Licavour. A friend of mine. 
Mr. BurLING. What dees he do for a living, if vou 
Mr. Licavour. I don’t know. 
Mr. Br RLING. [ij { vou ever ear he is in the jukebox racl 
Mr. Li 

Mr. Buruine. Did you ever ask him what business he was 

Mr. Licavour. No. 


il 
Mr. Buruine. Did vou ever hear of the Bay Reeves Apartments in Miami, Fla.? 


CAVOLI. I don’t know his business 


Mr. Licavour. No, sir. 

Mr. Buruine. Did vou ever buy an apartment building in Miami? 

Mr. Licavout. No, sir. 

Mr. Bururne. Did vou ever have any interest in real property in Miami? 

Mr. Licavout. No, sir. 

Mr. Buruine. I think, in fairness to the witness, I should say that this piec 
of paper is misfiled. There is no reason to suppose he did. 


The CHAIRMAN. Very well 

Mr. Buruinc. Now, how about the Fieceti brothers? Are they friends of yours? 

Mr. Licavour. I don’t know them. 

Mr. Bri RLING. You never met them? 

Mr. Licavoutr. No. 

Mr. Buriine. How about Joe Adonis? Do you know him? 

Mr. Licavout. No, sir. 

Mr. Buruine. Did you ever hear of him? 

Mr. Licavout. No, sir. Only what I read in the papers 

Mr. Buruine. Until Adonis’ name was in the papers recently, you never heard 
of him? 

Mr. Licavoui. No, sir. 

Mr. Bururne. Do you know Harry Bennett? 

Mr. Licavout. No, sir. 

Mr. Burutne. You never met him? 

Mi. Licavout. No, sir. 

Mr. Buruine. Didn’t you recruit hoodlums for him? 

Mr. Licavout. No, sir. 

Mr. Buruina. Did you ever recruit anybody, whether or not he was a hoodlum? 

Mr. Licavout. No, sir 

Mr. Buruine. Do you deny that you recruited a squad of men - 

Mr. Licavout. I deny it: ves, sir. 

Mr. Burutne. Mr. Licavoli, please wait until I finish the question Did vou 
not recruit a squad of men that were stationed in the Ford Motor Co.’s firehouse 
to work in the service department? 

Mr. Licavout. I did not. 

Mr. Burutnc. You did not? 

Mr. Licavout. No. 

Mr. Burne. Is it not true that thereafter they were discharged by Bennett? 

Mr. Licavous. I don’t know nothing about it. 

Mr. Buriinc. You don’t know nothing about that? 

Mr. Licavout. No, sir. 

Mr. Buruina. Is it not true that following that, you said that you wished to 
see Bennett, and Bennett wouldn’t see you? 

Mr. Licavour. No. I don’t know anything about it. 

The CHAIRMAN. Answer audibly, please. 

Mr. Licavout. I don’t know anything about that. 

Mr. Buruinc. Didn’t you force his car off the road in order to force him to 
talk to you? 

Mr. Licavout. Absolutely not. 

Mr. Buruine. Wasn’t there a feud between vou and Bennett? 

Mr. Licavoui. No, sir. I don’t even know the man. Never had no business 
dealings with him. 
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Mr. Burutne. Is it or is it not the fact that Bennett sent to New York for a 
Mafia leader to come out and adjudicate the dispute? 

Mr. Licavour. I don’t know what you are talking about. 

Mr. Buruinc. You have never heard of the Mafia? 

Mr. Licavour. Yes. 

Mr. Buruine. When did you first hear the word ‘‘Mafia’’ used? 

Mr. Licavout. In the newspapers. 

Mr. Buruinc. What year? 

Mr. Licavout. Lately, recently. 

Mr. BuruinG. As a boy, you never heard the word ‘‘Mafia” used at all? 

Mr. Licavout. No. 

Mr. Bur.tinc. How old are you, sir? 

Mr. Licavout. Forty-eight. 

Mr. Buruinc. Let’s say up until you were 47 years old, you had never heard 
the word used? 

Mr. Licavout. No, sir. 

Mr. Buruinc. Who is Angelo Lafata? 

Mr. Licavout. I don’t know Lafata. 

Mr. Buruinc. Mr. Chairman, I am going to show the witness a picture attached 
to a police record, and ask the witness if he knows who the man in the picture is. 

M~. Licavour. I don’t know him. 

Mr. Buruinc. Who is Frank Camarata? 

Mr. Licavour. My brother-in-law. 

Mr. Buruine. Tell us how you are related to him. 

Mr. Licavout. He is married to my sister. 

Mr. Burutnc. You have a sister named Grace, and also a wife named Grace? 

Mr. Livaco.t. Yes. 

Mr. Buruine. And he was convicted in Canada of a felony, was he not? 

Mr. Licavout. Yes. 

Mr. Buruine. And after that he came to this country and got a sentence of 
15 to 30 vears; is that correct? 

Ir. Licavout. That is right. 

Mr. Buruine. And that was commuted on the condition that he depart to 
Italv; is that correct? 

Mr. Licavout. I don’t know the condition, sir. I know he was deported to 
Italy. 

Mr. Burtinc. You know that he didn’t serve out the prison term, don’t you? 

Mr. Licavoui. Yes; I know that. 

Mr. Buruina. Did vou ever hear that a condition of his parole was that he 
be forthwith deported? 

Mr. Licavoir. Deported to Italy; ves, sir. 

Mr. Burutnec. And then he illegally reentered the country; is that right? 

Mr. Licavouti. I don’t know if he illegally reentered. I couldn’t answer that 
question. 

Mr. Buruinc. When you saw him, how did he tell you he had gotten back 
in after he had been deported? 

Mr. Licavour. I didn’t see him until long after he was arrested. 

Mr. Buruine. Didn’t the FBI pick him up at your house in Grosse: Pointe 
once? 

Mr. Licavout. After he was arrested in Ohio; yes. 

Mr. Buruina. Yes, but he was at your house, 

Mr. Licavoui. I wasn’t there. 

Mr. Buruine. But he was in your house when he was once picked up; is that 
right? 

Mr. Licavour. That’s after he was arrested in Ohio, when the immigration— 

Mr. Burtine. But he was in your house. You knew he was deported, and 
then you saw him in your house, didn’t you? 

Mr. Licavour. No; I saw him afterward, after he was arrested. 

Mr. Brraiine. What does Mr. Cammarata do for a living? 

Mr. Licavout. I don’t know, sir. 

Mr. Buruinc. What kind of political influence do you have, Mr. Licavoli, if 
you can get a Congressman to introduce a special bill to stay the deportation of 
Mr. Cammarata after he had been convicted of two felonies and deported and 
then reentered the country illegally? 

Mr. Licavour. I don’t know anything about it. 

Mr. Burtinc. Don’t you know a bill was introduced? 

Mr. Licavout. No, sir. 
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Mr. Buruina. Mr. Chairman, at this point I ask leave to introduce H. R. 6286 
of the Eightieth Congress, second session, a bill of relief of Francesco Cammarata 
The CHarrMAN, It will be marked and offered in evidence as exhibit No. 8. 

(The document identified was thereupon received in evidence as ‘Exhibit 8, 
Witness Licavoli’’.) 

Mr. Buriinc. Has Mr. Cammarata got any other powerful connections except 
you? 

Mr. Licavour. He hasn’t got me. I have no part in 

Mr. Buruine. Do vou know Senator Capehart? 

Mr. Licavout. Do I know him? 

Mr. Buruina. Yes. 

Mr. Licavour. Yes. 

Mr. Buruina. Didn’t you ask Senator Capehart to intervene in behalf of your 
brother-in-law? 

Mr. Licavout. No, sir. 

Mr. Breuimne. At this time, Mr. Chairman, I ask leave to introduce into tI 
record and to read a photostat of a telegram addressed to Frank Cammarata, 


236 Meadowbrook, Warren, Ohio. It is dated June 25, 1948: 
Si 


it. 


“Tmmigration just approved 90 days stay. New York office being notified by 
teletype. Unnecessary you appear there Monday. Writer may be necessary vour 
bond. Proper authorities will advise you. 

MAY A. DOoNALDSON, 
‘© Admit istrative Ass stant to Senator Cape hart.”’ 

I will ask you again: Did you ask Senator Capehart to intervene? 

Mi. Licavout. No, sir. 

Mr. Burutng. Do you know Congressman Curwin? 

Mr. Lieavout. No, sir. 

Mr. Burutve. Do you know or have any idea why he intervened in this matter? 

Mr. Licavott. No, sir. 

Mr. Hatrey. Is it vour testimony that vou did not at any time talk to anvbod\ 
about having the deportation of Mr. Cammarata staved? 

Mr. Licavonr. Absolutely not. 

Mr. Hauiey. You never had any discussion about it with anvone? 

Mr. Licavour. No, sir. 

Mr. Hatiey. Not with Mr. Cammarata? 


Mr. Licavon1. Mr. Cammarata, I talked to him, but IT don’t know what he 
has done, or anvbodv else has done. I have had no connections or talked with 
anvbodv. 

Mr. Hauer. Did vou suggest to Mr. Cammarata that he take any steps 


whatsoever? 


Mr. Licavout. No, sir. 

Mr. Hauiey. You did not talk to anvone else at all about Mr. Cammarata 
deportation? 

Mr. Licavonrt. No, sir. 

Mr. Hauuey. Do von know Al Polesi? 

Mr. Licavon. Yes, sir. 

Mr. Hauiey. How long have vou known him? 

Mr Tacavonr. Twentv vears, twenty-five vears. 

Mr. Hauitey. Have you ever had any business relations with him? 

Mr. Licavonr. No, sir. 

Mr. Hatiey. Do you know Frank Milano? 

Mr. Licavour. T know of him. 

Mr. Hautey. You have never met him? 

Mr. Licavour. No, sir. 

Mr. Hatiey. Do you know Tony or Anthony Milano? 

Mr. Licavort. No, sir. 

Mr. Hauiey. You never met him? 

Mr. Licavo.r. No, sir. 

Mr. Hatiey. Do you know Doe Mangene? 

Mr. Licavour. Yes, sir. 

Mr. Hatiey. Are you related to him directly or indirectly? 

Mr. Licavour. No. 

Mr. Hatuiey. How long have you known him? 

Mr. Licavour. A few vears, 5 or 6 vears. 

Mr. Hauuey. Who is James Licavoli? 

Mr. Licavo.ut. He is my cousin. 
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Do you know whether or not James Licavoli recently was paroled 
ary? 

No. 
In Ohio. 

No. 


Do you not know that Doe Mangene and James 


after Licavoli was released? 


Mr. Licavou. I don’t know. 

Mr. Hatuey. When did you last see Doc Mangene? 

Mr. Licavout. A few vears back. 

Mr. Hatiey. What is the nature of your relationship with Doc Mangene? 

Mr. Licavour. Just hello; an acquaintance. 

Mr. Hatutey. Who introduced you to him? 

Mr. Licavoui. I forget now, and don’t remember. 

Mr. Hatuey. Do you know anybody by the name of Thompson? 

Mr. Licavour. No. 

Mr. Hauuey. In the building business. 

Mr. Licavout. No. 

Mr. Hatiey. Do you know anybody by the name of Thompson who went on 
James Licavoli’s parole with an offer of a job for him? 

Mr. Licavoui. No. 

Mr. Hatiey. Do you know whether or not James Licavoli actually went to 
work for Vincent Mangene when he got out of prison? 

Mr. Licavout. No, sir. 

Mr. Hautuey. Do you know where Vincent Mangene is now? 

Mr. Licavour. No, sir. 

Mr. Hatutey. Do you not know that Mangene and Thompson are now in 
business with Al Polesi in Florida? 

Mr. Licavour. No; I don’t. 

Mr. Hatter. When did vou last see Al Polesi? 

Mr. Licavout. I haven’t seen him in 3 or 4 vears. 

Mr. Hauiey. Do you know Willie Morretti? 

Mr. Licavoui. No, sir. 

Mr. Hatiey. He may be known to you as Willie Moore. 

Mr. Licavoui. I don’t know him. 

Mr. Hatuey. Did he ever visit vou at your ranch in Tucson? 

Mr. Licavout. No, sir. 

Mr. Hauuey. Do you know Tony Gizzo? 

Mr. Licavoui. No, sir. 

Mr. Haury. He lives in Kansas City. 

Mr. Licavoui. No, sir. 

Mr. Hauuey. You do not know him? 

Mr. Licavoui. No, sir. 

Mr. Hautey. Did Joe Massei ever visit you at your ranch? 

Mr. Licavou. No, sir. 

Mr. Hautey. At no time? 

Mr. Licavoul. No, sir. 

Mr. Hatiey. Do you know John King, sometimes known as John Angesola? 

Mr. Licavout. Yes; I know him, 

Mr. Hautiey. How long have you known him? 

Mr, Licavour. About 20 years. 

Mr. Hauuey. He lives in Cleveland; is that right? 


Mr. Licavout. 
Mr. HAuLuey. 
Mr. Licavout. 
Mr. Haury. 
Mr. Licavout. 
Mr. HALuiey. 
Mr. Licavo.ut. 
Mr. HALLey. 
Mr. Licavo.t. 
Mr. HALLey. 
Mr. Licavoui. 
Mr. HALLEY. 
Mr. Licavoui. 
Mr. HALLEY. 
Mr. Licavo.t. 


In Florida, I believe. 

Now he lives in Florida, but comes from Cleveland; is that right? 
That’s right. 

Have you ever had any business with him? 

No, sir. 
Where did you meet him? 
In Cleveland. 
Did you ever work or have business in Cleveland? 
No, sir. 
What brought you to Cleveland? 

Just a visit. 

Whom did you visit in Cleveland? 

Friend of mine. I forget now, it was so long ago. 
Was AI Polesi one of the friends you visited? 

I don’t recall, Mr. Halley. 


Under what circumstances? 
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Mr. Hauiey. Did you ever visit any of the King boys in Cleveland? John 
King? 

Mr. Licavoui. Johnny King; yes. 

Mr. Haury. You did visit them? 

Mr. Licavour. Yes. 

Mr. Hauiey. What is your business? 

Mr. Licavour. I refuse to answer, on the grounds that. i QV 
inate me both under State and Federal laws. 

Mr. Hauuey. Do you have any legitimate business? 

Mr. Licavour. I refuse to answer, on the grounds that it may tend to incrim- 
inate me under both State and Federal laws. 

Mr. Hautuey. Have you ever had a legitimate business? 

Mr. Licavour. I refuse to answer, on the ground t! 
me under both State and Federal laws. 

Mr. Hauuey. Have you ever had a legitimate business? 

Mr. Licavour. Yes. 

Mr. Fatitey. What was the last legitimate business you had? 

Mr. Licavous. I refuse to answer, on the grounds that it may tend to inerir 
inate me under both State and Federal laws. 

Mr. Hauuey. Have you had a legitimate business within the last 5 years? 

Mr. Licavour. I refuse to answer, on the grounds that it may intend to inerim- 
inate me under both State and Federal laws. 

Mr. Hatter. Did vou operate your ranch as a business? 

Mr. Licavour. No, sir. 

Mr. Hauuey. Just as a residence? 

Mr. Licavour. Yes. 

Mr. Buruine. Then vou did not operate it as a business? That 


iat it will tend to incriminate 


mony? You did not operate the ranch as a business? 
Mr. Licavout. I have certain sections of it 
Mr. Buruinag. Did vou or did you not? 

Mr. Licavour. I have certain sections of it operating as a horse ranch 
business. But on my private residence there is no business, just a private ranch 

Mr. Buriine. But you take deductions for the loss of the operations of tt 
ranch on your income tax? 

Mr. Licavour. Just the horses. 

Mr. Hautiey. Do you know Mickey Cohen? 

Mr. Licavour. No, sir. 

Mr. Hauuey. Did he ever visit you at your rane} 

Mr. Licavout. No, sir. 

Mr. HauLey. Do vou know little Augie Pisano? 

Mr. Licavout. No, sir. 

Mr. H ALLEY. Have vou ever been in Florida? 

Mr. Licavout. Yes. 

Mr. Hauuey. In Miami or Miami Beach? 

Mr. Licavout. Miami Beach. 

Mr. HaLtLey. When were vou last there? 

Mr. Licavout. 1928 or 1929. 

Mr. Hatter. Where did you stay there? 

Mr. Licavout. I forget the cottage in Hollywood 

Mr. HaLLeEy. You rented it? 

Mr. Licavour. Yes. 

Mr. Hatriey. Did you ever own a home in Florida? 

Mr. Licavour. No, sir. 

Mr. Hauer. You have not been to Florida since 1929? 

Mr. Licavour. In 1928 or something like that. I can’t remember. 








Mr. Haury. Since 1929, have vou had a legitimate busin i? 

Mr. Licavour. I refuse to answer, on the ground that it - 
criminate me both under State and Federal laws. 

Ir. Hattey. I am talking about a legitimate business 

Mr. Licavout. I refuse to answer, on the ground t it may intend to in- . 
criminate me under both State and Federal laws. 

Mr. Hattey. You have income from some source, do you not? 

Mr. Licavour. I refuse to answer, on the grounds that it may intend to in- 
criminate me under both State and Federal laws 


Mr. Hatuey. Did you pay income taxes last year? 
Mr. Licavour. Yes, sir. 
Mr. Hautey. Then vou must have had income to pay a tax on 
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Mr. Licavout. Yes. 

Mr. Hauiey. Was that income based on any legitimate source? 

Mr. Licavour. I refuse to answer. 

Mr. Hauvtey. I am not asking about anything illegitimate, and I am just 
asking you to name any legitimate source. 

Mr. Licavout. I refuse to answer, on the grounds that it may intend to in- 
criminate me under both State and Federal laws. 

Mr. Hauvey. I have no further questions. 

The CHarRMAN. The Chair directs that you answer the last question. 

Mr. Licavout. [ refuse to answer, on the grounds that it may intend to incrimi- 
nate me under both State and Federal laws. , 

Mr. Buruinc. I have just one or two more questions. 

In 1949, you returned in your income-tax return an even $42,000 for specula- 
tions. I do not want to know if that amount is correct, but just want to know, 
how can vou speculate so as to come out to a flat $42,000 and not odd numbers? 

Mr. Licavout. I refuse to answer, on the grounds that it may intend to incrimi- 
nate me under both State and Federal laws. 

Mr. Buruinc. I suppose you won’t tell us what the speculations were? 

Mr. Licavout. I refuse to answer. 

Mr. Buriuina. Do you know Pete Corrado? 

Mr. Licavour. Yes. 

Mr. Buruinc. How well do you know him? 

Mr. Licavour. Just an acquaintance, to say “Hello.” 

Mr. Buruinc. Where is he? 

Mr. Licavour. I don’t know. 

Mr. Buruinc. Neither do I. Did you ever hear him referred to as the 
‘Enforcer’? 

Mr. Licavout. No, sir. 

Mr. Buruina. He is vour 

Mr. Licavout. No, sir. 

Mr. Buruinc. That is all. 

The CHarRMAN. Now, that concludes the interrogation bv counsc! I 20w 
desire to make an announcement. A series of questions were asked of vou by 
counsel which appeared to the committee to be proper questions of interrogation, 
and are such that vou have no right to refuse to answer on the grounds that they 
may tend to incriminate vou for a Federal offense. 

I want, first of all, to ask if you desire to modify vour position and to answer 
anv of the questions, or whether you persist in your refusal to answer? 

Mr. Licavout. I do. 

The CyarrmMan. That being so, it is incumbent upon this committee, because 
it is our opinion that the questions are proper questions and should be answered 
by vou, to state to you that it will be reeommended to the full committee that a 
citation for contempt be issued against vou. 

You are excused. 

Mr. Hatuey. Mav I just ask one question again, because I want to be sure 
the witness understood it. 

You sav you do not know Willie Morretti? 

Mr. Licavout. No. 

Mr. Hatuey. Who is sometimes known as Willie Moore? 

Mr. Licavotr. No. 

Mr. Hautuey. Have you ever heard of him? 

Mr. Licavout. I have heard of him, 

Mr. Hauer. He comes from New Jersev? 

Mr. Licavour. Yes, sir. 

Mr. Hauuey. You do not know him? 

Mr. Licavout. No, sir. 

Mr. Hauuey. You never met him? 

Mr. Licavout. No, sir. 

Mr. Hatuiey. He never visited your ranch 

Mr. Licavout. No, sir. 

The CHarrMan. The witness is excused. 

(Witness excused.) 


‘enforcer,’ isn’t he? 


9? 
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The committee has received the following memorandum from its associate 


counsel, which sets forth the legal opinion of its staff with 

contempts committed by Pete Licavoli. 

Memorandum to Senator Estes Kefauver, chairman, Re ( 
Licavoli (S. Res. 79): 


I have examined the reeord of the testimony of Pete Lieave 


hearing it at the time it was given, and it is my opinion, which 
been conveyed to the committee, that the refusal by Pete Li 


questions was contemptuous of the United States Senate and 

mittee to Investigate Organized Crime in Interstate Commer 
As associate counsel of the committee, with the advice and 

committee’s legal staff, I have advised the committee and now 


contempts complained of are, in my opinion, punishable as a matter of 


those instanves where the witness asserted a claim of privilege 


that the claim was not made in good faith inasmuch as there ws 
relationship between the questions asked and a line of proof whict 


nate the witness under any Federal statute. 
In certifying contempt proceedings, this committee and its ¢ 
fully distinguished between refusals to answer based on an arb 


claim of privilege from refusa!s to answer questions where a clai 
might be raised with even a minimum possibility that the witness n 


nated under any of the laws of the United States. 
Joun L. Burne, As 


O 


reference 


LO 


the 
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Mr. Kx FAUVER, from the Special Committee To Investigate Organized 
. Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S, Res. 80] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second session, 
caused to be issued a subpena to Russell Trilek of Lincoln Park, Mich. 
The said subpena directed Russell Trilck to be and appear before the 
said committee forthwith, at room 900, Federal Home Loan Bank 
Building, 101 Indiana Avenue NW., Washington, D. C., then and 
there to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of issuance of the subpena was the 18th day of January 1951. The 
subpena was served by Set. Eugene R. Geibig, Detroit Police De- 
partment, as set forth below, on January 23, 1951, at which time 
Russell Trilck was told by Sergeant Geibig that the subpena was 
adjourned and that he was to communicate forthwith with William 
D. Amis, an investigator for the committee, at room 918, Federal 
Building, Detroit, Mich., for the purpose of ascertaining the time and 
date for his appearance pursuant to said subpena. On or about 
January 30, 1951, the said William D. Amis communicated with 
Glenn C. Hague, attorney at law, Penobscot Building, Detroit, Mich., 
who stated that he was the attorney for Russell Trilek. Mr. Amis 
requested that Mr. Trilck come to the committee’s office at room 918, 
Federal Building, and confer with him. Mr. Hague said that his 
client would not do this. Mr. Amis then advised the said Trilek 
by informing his attorney, the said Glenn C. Hague, that the subpena 
was adjourned to 9:30 a. m., February 8, 1951, at room 734, Federal 
Building, Detroit, Mich., and further advised the said Trilek, through 
his said attorney, Glenn C. Hague, that the said Trilck’s presence 
at the said time and place was required under the said subpena. 
The subpena served upon said Russell Trilck is set forth as follows: 
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Unitep Strates oF AMERICA 
CONGRESS OF THE UNITED STATES 


To Russe.iu Tritck, Lincoln Park, Mich., Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Special Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, on forthwith, 1951, at their committee room, 
900 Federal Home Loan Bank Building, 101 Indiana Avenue NW., Washington, 
D. C., then and there to testify what you may know relative to the subject matters 
under consideration by said committee, and bring with vou: 

1. All ledgers, vouchers, canceled checks, check stubs, bank deposit slips, 
bank statements, financial statements, notes, copies of tax returns, records 
of accounts receivable and payable, and records of cash receipts and disburse- 
ments, for the period from January 1, 1940, to date; 

2. All books, records or other documents showing ownership or other hold- 
ing or interests in any business company or enterprise, or in any property, 
real, personal, or intangible, for the period January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

2. _... to serve and return. 


Given under my hand, by order of the committee 


this 18th day of January, 
in the year of our Lord 1951. 


’ 


Estes KEFAUVER, 
Chairman, Committee on Senate Committee To 
Investigate Organized Crime in Interstate Commerce. 

The said subpena was duly served as appears by the return made 
thereon by Eugene R. Geibig, sergeant, Detroit Police Department, 
who was duly authorized to serve the said subpena. The return of 
the service by the said Eugene R. Geibig, being endorsed thereon, is 
set forth as follows: 

JANUARY 23, 1951. 

I made service of the within subpena by showing the original and presenting a 
copy to the within-named Russell Trilek, at 712 Buckingham, Lincoln Park, Mich., 
at 11:15 o’clock a. m., on the 23d day of January 1951. 

EvucENE R. GEIBIG, 
Sergeant, Detroit Police Department. 


The said Russell Trilck did not appear before the said committee 
and did not give testimony as required by virtue of Senate Resolution 
202, Eighty-first Congress, second session. The failure of Russell 
Trilck to appear as a witness appears in the records of the hearings of 
February 8 and 9, 1951, at room 734, Federal Building, Detroit, Mich., 
which record is annexed hereto and made a part hereof and designated 
“Annex I.” 

As a result of said Russell Trilck’s refusal to appear pursuant to the 
said subpena, as appears from the record annexed, the committee was 
prevented from receiving testimany and evidence concerning the 
matter committed to said committee in accordance with the terms of 
said subpena served upon this witness. 

The committee was therefore deprived of testimony which would 
have been given by Russell Trilck pursuant to the committee’s 
inquiry and pertinent to the subject matter which under Senate Resolu- 
tion 202, Eighty-first Congress, second session, the said committee 
was instructed to investigate, and the refusal! of the witness to appear 
as set forth in annex I is a violation of the subpena under which the 
witness was directed to appear and his persistent and illegal refusal 





- 


- 


/- — 
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to appear deprived the committee of necessary and pertinent testi- 
mony and places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to appear 
was duly authorized by a resolution of the said committee, as set 
forth below: 


SprecraAL ComMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATI 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 3, 1951 


The committee held an executive session. There were present Senators 
Kefauver, Wiley, and Hunt. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be and hereby is authorized at his discretion to appoint 
one or more subcommittees of one or more Senators, of whom 
be a quorum for the purpose of taking testimony and all other 
hold hearings at such time and places as the chairman might d 
ance of the committee’s investigations of organized crime in 
cities of Cleveland, Ohio, and Detroit, Mich. 





’ ’ 


ALEXANDER WILEY. 
LESTER C, HuN1 


> 


In accordance with the resolution of January 3, 1951, the chair- 
man in a letter of February 3, 1951, as set forth below, designated 
Senator Herbert R. O’Conor as a subcommittee of one to swear 
witnesses and to hear testimony at Detroit, Mich., beginning February 
8, 1951: 

FEBRUARY 3, 1951. 
Hon. Herspert R. O’Conor, 
Senate O fhice Rial ling, Washin jton, Dp ¢. 

DEAR SENATOR O’Conor: In accordance with the authority granted me by the 
committee under the resolution attached, I hereby name vou as chairman of the 
subcommittee of the Special Committee To Investigate Organized Crime in 
Interstate Commerce to conduct hearings in Detroit, Mich., beginning February 
8, 1951. 

Sincerely, 


Esres Wi VER, ( “irman., 
After reviewing the record and other facts as set forth herein, the 


committee adopted a resolution, as set forth below: 


SpeciAL CoMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, FEBRUARY 17, 195] 

The committee met at 10:30 a. m., in room 457, Senate Office Building. There 
were present the chairman and Senators Tobey, Hunt, and O’Conor. Senator 
©’Conor presented to the committee the minutes of the subcommittee meeting of 
February 8 and 9, 1951, together with a resolution made on January 3, 1951. The 
chairman stated to the committee that the chairman had designated a subeom- 
mittee to hear continued te stimony in connection w h organized crime in the 


city of Detroit, Mich., pursuant to the resolution of January 3, 1951, the sub- 
committee consisting of Senator O’Conor. 

The chairman of the subcommittee then presented to the e mittee he min- 
utes of said subcommittee meeting of February 8 and 9, 1951, held in room 734 
Federal Building, Detroit, Mich 

The chairman of the subcommittee stated to the committee that Russell Trilek 


had refused to appear pursuant to a subpena duly 1 and it his 
refusal therefore was improper and contemptuous. 

The chairman of the subcommittee presented to the comn e a draft report 
of the entire matter for the committee’s consideration and 1 commit luly 
adopted the said report and instructed the chairman to press uid rep the 


United States Senate. 
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Therefore, upon motion of Senator Hunt, duly seconded by Senator Tobey, i t 
was duly resolved that the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the eastern 
district of Michigan to proceed against the said Russell Trilck in the manner and 
form provided by law. 





ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UniIrep StraTes SENATE, 
SpeciaL ComMitTrEE To INVESTIGATE ORGANIZED 
CRIME IN INTERSTATE COMMERCE, 
Detroit, Mich.. Th ursday, Februa y 8, 1951. 

The committee met, pursuant to adjournment, at 10 a. m., in room 734, Federal 
Building, Senator O’Conor (chairman) presiding. 

Present: Senator Herbert R. O’Conor (chairman 

Also present: Rudolph Halley, chief counsel, John L. Burling, associate counsel, 
Alfred M. Klein, associate counsel 

The CHarrman. I would like to call for the appearance of Russel! Trilck. 

Mr. Buruinc. I might say for the record, Mr. Chairman, he was duly served 
a subpena 

The CHarrmMan. Russell Trilek. 

Mr. Buruinc. Mr. Chairman, we have received information that Mr. Trilck 
seems to have disappeared, notwithstanding the fact he was served with a subpena. 
I suggest that we put him on the calendar for the first witness tomorrow, and that 
we say, or rather that vou state in public that if he is not here in response to the 
subpena tomorrow, you will recommend to the full committee that he be cited 
for contempt of the Senate 

The CuHarrRMAN. That will be so ordered. This witness or any witness who is 
summoned to appear and who fails in attendance, the subcommittee must con- 
sider it the necessity of a citation. Therefore, the order will be that the name of 
this witness will be called promptly in the morning and unless he responds, con- 
sideration will be given at once to recommend a citation for contempt. 

The next witness. 
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UNITED STATES SENATE, 
SpecraL Commitree To INVESTIGATE ORGANIZED, 
CRIME IN INTERSTATE COMMERCE, 
Detroit, Mich., Friday, February 9, 1951. 

The committee met, pursuant to adjournment, at 9:45 a. m., in room 734, 
Federal Building, Senator O’Conor (chairman) presiding. 

Present: Senator Herbert R. O’Conor (chairman). 

Also present: John L. Burling, associate counsel, and John MeCormick, staff 
member. 

The CHarrRMan. Russell Trilck. 

Mr. GuazerR. May I say something, sir? I think it has a great bearing on the 
occasion, 

The CHarrRMAN. Has it to do with Russell Trilek? 

Mr. GuazeR. No. 

The CHarRMAN. Will vou just stay there for a second, please. Yesterday, 
this witness who had been summoned was called by name and failed to respond. 
It was then said that his name would be called again today, and that in the 
event that he failed to put in an appearance, appropriate action would be taken. 
His name has been called. He fails to answer. The committee feels it incum- 
bent upon it to report to the full committee this fact’so that contempt proceedings 
would be considered. 

Mr. Buruinc. Mr. Chairman, so that the record may properly reflect the 
pertinency of the testimony of Mr. Trilck so as to establish the propriety of the 
service of his subpena upon him, and we have the subpena with the proper service 
in our file, I should like to read into the record my brief on Mr. Trilek so that the 
committee may know and the record show what we had expected to prove through 
Mr. Trilck. 
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Russell Trilck is an old-time numbers operator. He also operated the Club 
Top Hat at 11287 East Jefferson, River Rouge. 

From information received, it will be noted that he has or had, I should say, 
a@ gross income in 1947 of $612,000. His income was reported from the National 
Daily Bankers, which is the name of his numbers operation. 

He has a criminal record and paid a fine of a thousand dollars September 1945 
He is reputed to have built a home at 712 Buckingham in Lincoln Park, which is 
estimated to have cost $100,000. 

His partner in business is one Walter Halliberta for whom a subpena was issued, 
but was not served. It is reported that Mr. Halliberta left for Florida, driving 
a 1950 Cadillac, license number EL5476 the day before an attempt was made to 
serve him with a subpena. 


ANNEX II 
The committee has received the following memorandu from its associat 
counsel, which sets forth the legal opinion of its staff wi contemp 
committed bv Russell Trilek 
| I RUARY 16 19 » | 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Rus 
Trilek (S. Res. 80); 
I have examined the files of the committee and the record of the hearings at 


Detroit on February 8 and 9, 1951, in addition to being 
and it is my opinion, which has previously been con 








that the refusal of Russell Trilck to appear pursuant to s 1 was contemp : 
of the United States Senate and its Special Committee vestigate Organized 
Crime in Interstate Commerce. 

As associate counsel of the committee, with the advice and concurrence of t! 
committee’s legal staff, I have advised the committee and vy certify 1 ( 
contempt complained of is, in my opinion, punishable as a matter of law. Thers 


is no justification shown for the failure of the witness to appear before the co 
mittee. 


JOHN L. BuRLING, Associate Couns 


O 
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~~ 


Mr. KeFravuver, from the Special Committee to Investigate Organized 
: Crime in Interstate Commerce, submitted the following 


> _ 
REPORT 
[To accompany 8. Res. 81] 
The Special Committee to Investigate Organized Crime in Inter- 


state Commerce as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Con STeSs, 


sec ‘ond Sses- 


sion, caused to be issued a subpena to John J. Fogarty of New Orleans, 
La. The said subpena directed John J. Fogarty to be and appear 


Post Office Building, New Orleans, La., then and there to testify 
touching matters of inquiry committed to said committee and not to 
depart without leave of said committee. The date of issuance of the 
subpena was the 13th day of January 1951. Attendance pursuant to 
said subpena was had on January 25 and 26, 1951, at ware time the 
witness appeared. The subpena served upon said John J. Fogarty 
set forth as follows: 


before the said committee on January 25, 1951, at room 245, Main 


is 
Unitep States OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Joun J. Focartry. New Orleans, La., Greeting: 
Pursuant to lawful authority, you are hereby commanded to appear before the 

Special Committee to Investigate Organized Crime in Interstat« 

the Senate of the United States, on January 25, 1951, at 9:30 a. m. 


- 


Commerce, of 


, at their com- 
mittee room, 245, Main Post Office Building, New Orleans, La., then and there to 


testify what you may know relative to the subject matters under consideration by 
said committee. And bring with you the documents required as per the attached 
sheet. [The following appeared on the attached sheet:] And bring with you all 
books, records, and supporting documents relating to vour income and disburse- 
ments from January 1, 1944, to date; all records relating to assets and/or interest 
in property, either real, personal or mixed; or interest in legal entities during the 
aforesaid period; and copies of Federal income-tax returns during the 
period, 

All books, records, and supporting documents relating to assets, income, and 
disbursements from January 1, 1944, to date of Daily Sports News, Galf Stream 
Printers, and Fogarty & Neuhauser, including copies of Federal income-tax 
returns during the aforesaid period and records relating to extent of participations 
and identity of persons in interest directly or indirectly during the aforesaid 


icoaeni 
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period; including all records relating to identity and location of subscribers, cus- 
tomers, and/or ‘“‘drops’’ from January 1, 1949. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To George Butler to serve and return. 

Given under my hand, by order of the committee, this 13th day of January, 
in the year of our Lord one thousand nine hundred and fifty-one. 


Estes KEFAUVER, 
Chairman, Special Committee To Investigate Organized 
Crime in Interstate Commerce. 
The said sufipena was duly served as appears by the return made 
thereon by George Butler, who was duly authorized to serve the said 
subpena. The return of the service by the said George Butler, being 
endorsed thereon, is set forth as follows: 


January 15, 1951. 

I made service of the within subpena by personal service on the within-named 
John J. Fogarty, at his office, fifth floor, Balter Building, 404 St. Charles: Avenue, 
New Orleans, La., at 2 p. m. on the 15th day of January 1951. 

GeorGE BurLer. 

The said John J. Fogarty, pursuant to said subpena and in com- 
pliance therewith, appe ‘ared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, E ighty -first 
Congress, second session. John J. Fogarty, having appe vared as a 
witness and having been asked questions, which questions were 
pertinent to the subject matter under inquiry, made answers as 
appeared in the records of the hearing on January 25, 1951, at room 
245, Main Post Office Building, New Orleans, La., which record is 
annexed hereto ane made a part hereof and designated ‘Annex I.” 
The said John J. Fogarty, having appeared as a witness, arbitrarily 
refused to produce e the books and records called for in the subpena 
set forth above. 

As a result of John J. Fogarty’s refusal to produce books and records 
and refusal to answer the questions pursuant to the said inquiry 
propounded to John J. Fogarty pertinent to the subject matter which 
under Senate Resolution 202, Eighty-first Congress, second session, 
the said committee was instructed to investigate, and the refusal of 
the witness to produce books and records and to answer questions, 
as set forth in annex I, is a violation of the subpena under which the 
witness was directed to appear and produce books and records and to 
answer pertinent questions to the subject under inquiry, and his 
persistent and illegal refusal to answer the aforesaid questions and 
to produce books and records deprived the committee of necessary 
and pertinent. testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to produce 
books and records and to answer said questions was duly authorized 
by a resolution of the said committee, as set forth below: 


SpeecraAL ComMiItTreEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, DECEMBER 22, 1950 


At an executive session of the committee held on December 22, 1950, the 
following resolution was adopted: 

‘Resolved, That the chairman of this committee be and hereby is authorized 
at his discretion to appoint one or more subcommittees of one or more Senators, 
of whom one member shall be a quorum for the purpose of taking testimony and 
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all other committee acts, to hold hearings at such time and places as the chair- 
man might designate, in furtherance of the committee’s investigations of organ- 
ized crime, in the vicinities of the cities of Tampa, Fla., and New Orleans, La.” 
Estes Kerauver, Chairman. 
HERBERT R. O’Conor. 
Lester C. Hunt. 


In accordance with the resolution of December 22. 1950. the chair- 


man designated himself as a subcommittee of one to swear witnesses 
and to hear testimony at New Orleans, La., on January 25 and 26, 
1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPECIAL CoMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, JANUARY 29, 1951 


The committee met at 1 p. m., in room 457, Senate Office Building. 

There were present the chairman and Senators Hunt, Tobey, and Wiley. 

‘The chairman presented to the committee the minutes of the committee meeting 
of January 25 and 26, 1951, together with a resolution made on December 22 


1950. The chairman stated to the committee that the chairman had designated 
a subcommittee to hear continued testimony in connection with organized crime in 
the city of New Orleans, La., pursuant to the resolution of December 22, 1950, the 
subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meeting of January 25 and 26, 1951, held in room 245, Main Post Office 
Building, New Orleans, La. 

The chairman stated to the committee that the witness, John J. Fogarty, repeat- 
edly, consistently, and arbitrarily had refused to produce books and records and 
to answer questions put to him throughout counsel and chairman’s examination 
of said witness on January 25 and 26, 1951, and that his refusal therefore was 
improper and contemptuous. 

The chairman presented to the committee a draft report on the e1 





lire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator Hunt, duly seconded by Senator Tobey, it 
was duly resolved that the committee present to the United States attorney for 
the eastern district of Louisiana to proceed against the said John J. Fogarty in 
the manner and form provided by law. 


ANNEX | 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED STATES SENATE, 
SpeciAL CommitrTree To INVESTIGAT! 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
New Orleans, La., Thursday, January 25, 1951. 
The committee met at 9:30 a. m. Thursday, January 25, 1951, in room 245, 
Main Post Office Building, Senator Estes Kefauver (chairman) presiding. 
Present: Senator Kefauver. 
Also present: Downey Rice, Esq., associate counsel; Alfred M. Klein, associate 
counsel; George Martin, investigator; and Ralph W. Mills, investigator. 


STATEMENT OF JOHN J. Focarty, 3509 NasuviLLE AVENUE, NEW ORLEANS, La. 
(REPRESENTED BY WARREN Q. COLEMAN, Esq 


(Mr. Fogarty was sworn by the chairman. 
The Cuarrman. All right, Mr. Coleman. 
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Mr.,Coteman. I would like to reserve the same thing that I reserved before, 
I’d like to read this statement into the record. I demand an attendance of a 
legal quorum of this committee before proceeding further. Should it be here 
ruled that I am not entitled to this relief or that the member or members present 
now are sufficient to constitute a quorum to compel me to proceed, I do so under 
protest and reserve all of my rights in the premises. 

The CuarrMAan, Allright, sir. Your statement is in the record and duly noted. 

Mr. CoLeMANn. Yes, sir. , 

The CuarrMan. All right. Let’s get to the point. 

Mr. Ricr. Now, your name is John J. Fogarty? 

Mr. Focarty. Yes, sir. 

Mr. Rice. How do you spell that, sir? 

Mr. Focarry. F-o-g-a-r-t-y. 

Mr. Rice. Where do you live, Mr. Fogarty? 

Mr. Focarty. 3509 Nashville Avenue, New Orleans. 

Mr. Rice. What is your business? 

Mr. Focarty. I am owner of the Daily Sports News. 

Mr. Ricr. Now, sir, how long have you been in the sporting news business? 

Mr. Focarty. Thirty-two years. 

Mr. Rice. Thirty-two years. Did you know John J. Regan, John Regan, 
John M. Regan? 

The CHarRMAN. James Regan? 

Mr. Focarry. I think you have the wrong name. 

Mr. Rice. James Regan, from Chicago. 

Mr. Focarty. I know of Mr. Regan; yes. 

Mr. Rice. You know of him? 

Mr. Focarty. Yes. 

Mr. Rice. Were you ever in business with him? 

Mr. Foacarty. No, sir. 

Mr. Rice. Do you know what business he was in? 

Mr. Focarty. I think he was a newspaperman at one time. I think he was 
connected with— 

Mr. Rice. Wasn’t he connected with a wire service? 

Mr. Focarty. That’s right. 

Mr. Rice. And weren’t you connected with the wire service at the same time? 

Mr. Focarty. I own the wire service here in New Orleans. 

Mr. Rice. I am talking about in Chicago. 

Mr. Focartry. No, sir. 

Mr. Rice. Now, sir, was Mr. Regan ever in business with you down here in 
New Orleans? 

Mr. Foaarty. No, sir. 

Mr. Rice. Were you ever in the ‘run-down sheet’? business? 

Mr. Focarty. No, sir. 

Mr. Rice. Mr. Regan, at one time made the statement that from 1939 to 1943 
he was in the ‘‘run-down sheet”’ business in New Orleans, also Gulfstream. You 
had sort of an interest in the over-all picture. 

Mr. Fogarty. I know nothing of that. 

Mr. Rice. When you knew him, did you know him to be down here at all? 

Mr. Focarty. I don’t know. I couldn’t answer that. 

Mr. Rice. Where did you know him? 

Mr. Focarrty. I couldn’t answer that because I don’t know. 

Mr. Rice. Where did you know him? 

Mr. Focarty. Mr. Regan? 

Mr. Rice. Yes. 

Mr. Focarty. From Chicago. 

Mr. Rice. Were you up there? 

Mr. Focartry. In Chicago? 

Mr. Rice. Yes. 

Mr. Focarty. No; I was here in New Orleans. 

Mr. Rice. Where did you meet Mr. Regan? 

Mr. Focarty. I had bought service from—lI don’t think it was the Continental 
Press at that time. 

Mr. Rice. It was Nation Wide. 

Mr. Fogarty. Nation Wide. 

Mr. Rice. You bought service from Regan when he was with Nation Wide in 
Chicago. Where did you transact vour business with him? 

Mr. Focarty. Over the telephone. 





PROCEEDINGS AGAINST JOHN J. FOGARTY o 


Mr. Rice. Did you ever meet him in person? 

Mr. Focarty. No, sir. 

Mr. Rice. Did he have any interest in your operation at any time? 

Mr. Focarty. No, sir. 

The CuarrmMan. Did he own any interest in the fixtures or in the lease 
place that you operated here in New Orleans? 

Mr. Focarty. No, sir. 

Mr. Rice. Did Nation Wide have any interest? 

Mr. Focarty. No, sir. It was personally owned. 

Mr. Rice. By yourself? 

Mr. Focarry. Yes. 

Mr. Rick. What was the name of your company then? 

Mr. Fosarty. I think it was the Crescent City Publishing Co. 

Mr. Rice. When did that go out of business? 

Mr. Focarry. I can’t remember. 

Mr. Rice. Approximately. 

Mr. Focarry. I can’t remember. 

Mr. Rice. How many businesses do you have now? 

Mr. Focarry. Just that one. 

Mr. Rice. What is the name of it? 

Mr. Fogarty. Daily Sports News. 

Mr. Rice. When did that start? 

Mr. Focarry. On November, 19—I can’t remember that, either. That’s quite 
a while ago. You see I am 32 years in this business. 

Mr. Rice. You are 32 vears in the business? 

Mr. Focarty. That’s right. 

Mr. Rice. Well, was it more than 10 vears ago? 

Mr. Focarry. No; I don’t think it was that long ago. 

Mr. Rice. Would it refresh your recollection to say that you, in 1946, had a 
lawsuit in which you said vou and your son had been in the business for 4 vears 
previous, which would make it in 1942, under the name of Daily Sports News? 

Mr. Focarry. I can’t remember. 

Mr. Rice. I show you a paper and ask you if you know what it is? 

(Document examined by the witness.) 

Mr. Coteman. There is the date of it, down there. 

Mr. Kuern. What? 

Mr. Rick. What is it? Isn’t that a lawsuit? 

The CHarRMAN. State what it purports to be. 

Mr. CoLemMan. That was an injunction. 

Mr. Focarry. “John J. Fogarty and J. E. Fogarty. 

Mr. Rick. Now, then, inviting your attention to this statement here, what 
does that say? Read this to here. 

(Mr. Fogarty examines document.) 

Mr. Rice (reading): ‘The petition of John J. Fogarty and J. FE. Fogarty, both 
of full age and residents of this city, doing business under the trade name of 
Daily Sports News in this city respectfully show that thev are and have been 
for 4 vears past engaged in this city in the publication twice daily of a journal 
entitled ‘Daily Sports News.”’ That’s dated in 1946. 

So, therefore, vou say in this pleading you have been engaged in that business 
since 1942. Isn’t that right? 

Mr. Focarry. If it says that I guess it is right. I don’t remember. 

Mr. Rice. Is it right or wrong? You are the witness. 

Mr. Focarry. I can’t remember. 

Mr. Rice. What was the reason for that case? Tell us about that. 

Mr. Focarry. Well, on advice of counsel, I respectfully decline to answer the 
question on the ground that it may tend to incriminate me under the laws of 
the State of Louisiana and the United States Government, especially the lottery 
mail statute, the United States conspiracy laws, and the income-tax laws 

Mr. CoLteMan. May I talk to him a minute? 

The CHatrMan. Yes. 

Mr. CoLemMan. I just told him I thought he could answer that. 

The CHarrMaANn. Well, I think if he filed a petition and signed his name to it, 
I don’t see why 

Mr. Co.eman. He is just confused. 

The CHarrMAN. We don’t want to have any trouble with you, Mr. Fogarty. 

Mr. Coteman. I think he is a little confused. 


or t he 
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The CuHatrMan. If you filed a petition and signed your name to it, it is a public 
record. 

Mr. Rice. The statutory period has operated on it anyhow. We’d like to 
know what happened at that time. What was going on; what caused that 
situation? 

Mr. Fogarty. I think that the telephone company had come into my place of 
business after working hours in the afternoon and removed the telephones I had 
in there, and I took an injunction against the telephone company. 

Mr. CoLeEMAN. No; this is the one against the city. 

Mr. Focarry. Oh, that was when they tried to raid my sports sheet, where I 
print my sports sheet. 

Mr. Rice. Yes; what happened? 

Mr. Focarry. I took an injunction against them. 

Mr. Riee. All right. Who raided it? 

Mr. Focartry. The city police. 

Mr. Rice. And what did they take? 

Mr. Focartry. They took—that I don’t remember. Whether they took my 
equipment—lI was unable to print my sheet. 

Mr. Rice (handing document to counsel). Show it to him, Mr. Counsel. 
They took the telephone? 

Mr. Fogarty. Yes. They took some telegraph instruments and transmitters 
and later returned them to me, and agreed not to touch my office any longer, 
after I got the injunction. 

Mr. Rice. All right, sir. This is your pleading. You say here that you have 
been in business for 4 vears; that on August 21, 1946, the city police entered the 
premises of American Printing Co., 424 Camp, which is concerned with the daily 
printing business and prints a Daily Sports News; that there in that premises, 
essential to the operation of business and more especially said journal was one 
Morse telegraph resonator, one 8—A high-speed teletyp2, one sending, one receiv- 
ing telemeter and one en rouse type wire. Now the police went on and took that 
equipment. What was that equipment being used for? In connection with 
printing? 

Mr. Focarry. That’s all. 

Mr. Rice. That’s all? 

Mr. Focartry. That is all printing of my Daily Sports News. 

Mr. Rice. What was coming in over these 8—A printers? The ticker? 

Mr. Focartry. Racing information. 

Mr. Ricker. Where was that coming from? 

Mr. Focartry. Well, I don’t know. We have—where the other end terminated. 
I think it was in New York or Chicago. I don’t know. 

Mr. Ricr. Who were you buying it from? Who have you always bought it 
from? 

Mr. Fogarty. I refuse to answer that question. 

Mr. Rice. You refuse to answer where you were buying your information 
in 1942? 

Mr. Foearty. Yes; because I can’t remember. 

Mr. Co.eMaAN. If you don’t remember you can say that. You don’t have to 
say it is refused. 

The CuarrRMAN. Well, it is difficult for me to think he can’t remember who he 
paid for his information, 

Mr. CoLteMaNn. When was that? 

Mr. Rice. Thi is 1946. Four years ago. 

Mr. Foaarry. I can’t remember. 

Mr. CoLEMAN. Five years ago. 

Mr. Rice. All right, sir. Who are you buying your information from now? 

Mr. Foaarry. Continental Press Service. 

Mr. Rice. How long have you been buying from Continental? 

Mr. Foacarry. I can’t remember. 

Mr. Rice. Five years? 

Mr. Foaarrty. I ean’t remember. 

Mr. Rice. Do you remember when you started? 

Mr. Fogarty. No, sir; I don’t. 

Mr. Rice. Can you tell from your records? 

Mr. Focarty. I probably could. 

Mr. Rice. Do you have your records with you? 

Mr. Focarty. No, sir. 

Mr. Rice. Didn’t the subpena call for the production of your records? 
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Mr. Focarty. Yes, sir. 

Mr. Rice. And did you produce them? 

Mr. Focarty. No, sir. 

Mr. Rice. We will eall on you to advise the committee how long you have been 
buying the service to Continental. 

Mr. CoLemMan. You want to know how long? 

Mr. Rice. Yes, sir. 

The Cuatrman. All right. Let’s get on. 

Ir. Rick. Did you ever buy the service from anyone else? 

Mr. Fosarty. | refuse to answer that question. 

Mr. Rice. On what ground? 

Mr. Focartry. That it may incriminate me. 

Mr. Rice. Of what offense? State offense? 

Mr. Focartry. Both State and Federal. 

Mr. Rice. Both State and Federal? 

Mr. Focarty. Yes. 

Mr. Rice. How long ago did that offense occur about which you speak? 

Mr. Fogarty. I don’t remember. 

Mr. Rice. You don’t remember? 

Mr. Focarry. I don’t remember, no. 

Mr. Rice. Do you have a particular offense in mind? 

Mr. Focartry. May I speak to my attorney? 

The Cuarmman. Mr. Fozarty, to get down to it, during a certain time did you 
buy your service from the Trans-America outfit out of Chicago, and what we want 
to know is about what happened to the time you were buying from Continental 
and Trans-America people came down here and tried to muscle in on you and you 
had some difficulty with them and finally you consolidated with them. That is 
the story we want to know about. 

Mr. Focarty. Well, I refuse to answer that for fear it may incriminate me. 

The CHarrMan. We hate to have any trouble with vou, Mr. Fogarty. 

Mr. Focarry. I am not looking for trouble, Senator, but I am not going to 
incriminate myself. 

The CuarrMan. What is generally known about your operation is important 
to this committee and I don’t know of any Federal offense that you violate in 
buying news off of a wire service. So I think you might talk with your counsel 
and see if we can’t get along with this hearing. 

(Mr. Fogarty confers with counsel.) 

Mr. CoLeMAN. He is afraid he is making mistakes on dates and things like that. 

The CHarrMAN. We are not so interested in exact dates. 

(Mr. Fogarty confers with counsel.) 

Mr. Rice. Do you have the answer now, sir? 

Mr. Focartry. No, sir. 

Mr. Rice. All right, sir. Now let me admonish you that it is just as much a 
contempt to say that you fail to remember when you do remember as it is to 
refuse to answer. 

For how many years have you been receiving your service from Continental 
Press? 

Mr. Foaarry. I refuse to answer that question. I am afraid it might in- 
criminate me. 

The CHAIRMAN. Well, if we are going to have trouble with Mr. Fogarty, we 
may as well get the record right. I think we could get this story very simply if 
you want to cooperate with the committee, Mr. Fogarty. Iam not advising vou 
what to do, but the question is about how many years you have bought your 
service from Continental Press or from some other press. I think it is a question 
I will have to direct you to answer. 

Mr. Focarry. I refuse to answer for fear of incriminating me. 

Mr. Rice. When vou say you ‘refuse to answer for fear it may incriminate” 
you, is there any indictment outstanding against you? 

Mr. Foaarry. Yes, sir. 

Mr. Rice. Are vou under indictment? 

Mr. Foaarry. Yes, sir. 

Mr. Rice. I understand. 

The CuHarrMan, What indictment are you under? 

Mr. CoLeman. He is under indictment in the State court for conspiracy in 
furnishing this news to racing books and they charged him with conspiracy to 
violate the State gambling laws. What he is fearmg here, now, is that under 
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the Federal lottery statute, using the mails for a lottery, that they could do the 
same thing. 

Mr. Rice. Yes. 

The CHAIRMAN. Well, of course, we haven’t asked anything, Mr. Counsel, 
about the use of the mails. 

Mr. Rice. What is the date of the indictment, approximately? 

Mr. CoLeman. That indictment is a good ways back. I don’t know the date 
of it. It must be around the date of that suit. 

Mr. Rice. The indictment is still pending? 

Mr. CoLeMaNn. Still pending. 

Mr. Rice. Since 1946? 

Mr. CoLeman. That is right. 

Mr. Rice. How do you account for that? 

Mr. Focarry. I don’t know. It came up, and there were a lot of technicalities 
and they haven’t bothered us any more. It is open, though. 

Mr. Rice. You say the indictment is open? 

Mr. Co._eman. It is open; I looked at it a month or two ago. 

The CuarrMan. Please get on with the questioning and see what we can get. 

Mr. Rice. Now, then, you say at the moment you are receiving your service 
from Continental? 

(No response. ) 

Mr. Rice. Now; this month. 

Mr. Focarry. I didn’t say that. 

Mr. Rice. Do you say that? 

Mr. Focartry. No. I refuse to answer—— 

Mr. Rice. Well, are you receiving that? 

Mr. Focarry. I refuse to answer the question for fear it will incriminate me. 

Mr. Rice. You refuse to say where you are getting it now? 

Mr. Focarry. Yes, sir. 

The CuHarrMan. I will have to direct you to answer that question; where you 
are getting it. 

Mr. Focarry. I refuse to answer the question. 

The CHarRMan,. Go ahead. 

Mr. Rice. On what ground do you refuse to answer that question? 

Mr. Foacarry. For fear it may incriminate me. 

The CHatrMan. Let’s go on with the questions. 

Mr. Rice. In connection with the same indictment? 

Mr. Focartry. Exactly. 

Mr. Rice. Mr. Counsel, would you instruct the witness with respect to the 
indictment now pending? 

Mr. Coveman. He is afraid of indictment under the Federal court, under a 
conspiracy to violate the lottery statute. 

Mr. Rice. He anticipates an indictment in the Federal court. Is that correet? 

Mr. CoLeMAN. He fears Federal indictment. 

Mr. Rice. There is no pending indictment in Federal court. Is that correct? 

Mr. Focarry. Correct. 

Mr. Rice. I see. That is your reason for refusing, because you an_icipate 
indictment? 

Mr. Focartry. That is correct. 

Mr. Rice. I will ask the Chair to instruct him, 

The CuarrMan. He has been directed. You ask the questions and we will 
get on. 

Mr. Rice. Now, sir, at this time, are you furnishing service to any subscribers? 

Mr. Focarry. I refuse to answer that question for fear it may incriminate me, 

The CuarrmMan. That is by ‘“‘you,’”’ you mean the Daily Sports News. That is 
what you mean, Mr. Rice? 

Mr. Rice. Yes. 

Mr. Focarry. That is right. 

The CHarRMAN. You refuse to answer that question? 

Mr. Focarty. That’s right. 

The CHarrMan. You will be directed to answer. Do you refuse to follow the 
direction? 

(No response.) 

The CHarrMAN. Do you refuse to answer even though directed by the chairman 
to answer? 

Mr. Focarrty. Yes, sir. 
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The CHarrMAN. May I ask, to begin with, what is the Daily Sports News? Is 
it a corporation? 

Mr. Focarry. It is a partnership. 

The CHarrMAN. Of vou and vour son? 

Mr. Focarry. Yes, sir. 

The CHarrmMan. And who else is in the partnership? 

Mr. Focartry. That’s all. 

The CHarRMAN. You own half and your son owns half? 

Mr. Fogarty. Yes. 

The CHAIRMAN. What is his first name? 

Mr. Focartry. J. E. Fogarty. 

The Cuarrman, Al] right, Mr. Rice. 

Mr. Rice. Who are the employees of the Daily 8 

(No response.) 

Mr. Rice. Name one. 

Mr. Focarry. I refuse to answer that for fear it may incriminate the 
refuse to answer the question. 

The CHarrRMAN. Do you refuse to answer that question? 

Mr. Focarry. Yes. 

Mr. Rice. On what ground? 

The CuarrMan. You are directed to answer it. 

(No response, ) 

The CuartrMAN. Do you refuse to follow the direction of the chairman? 

Mr. Focartry. Yes. 

The CHarrRMAN. Go ahead. 

Mr. Rice. Let me ask vou if in 1943 vou did not have an employee by the 
name of Steincamp? 

Mr. Focarty. I refuse to answer that question. I can’t remember that far 
back. 

Mr. Rice. Have you ever had an employee by the name of Steincamp? 

Mr. Focarty. Yes. 

Mr. Rice. When? 

Mr. Focarry. I can’t remember. 

Mr. Rice. Is he employed by vou now? 

Mr. Focarry. No. 

Mr. Rice. How many years ago was it that he left you? 

Mr. Focarry. I don’t remember. 

Mr. Rice. Would it refresh vour recollection any to tell vo that he 
your payroll in 1945 and 1944? 

Mr. Focarry. | don’t remember. 

Mr. Rice. Would that be a fair statement? 

Mr. Focarry. I don’t remember 

Mr. Rice. Is that wrong? 

Mr. Focartry. I don’t remember. 

Mr. Rice. Now, about Frank EK. Stanton; did he ever work for you? 

Mr. Focarty. I refuse to answer that question for fear it may incriminate me 

The CHaiRMAN. Well, you are ordered to answer that question. 

Mr. Focarry. I refuse to answer it. 

Mr. Rice. Do you know Frank E,. Stanton? 

Mr. Focarry. I refuse to answer that. 

Mr. Rick. On what ground? 

Mr. Foaarty. For fear it may incriminate me. 

The CuatrRMAN. Well, vou will be ordered to answer it 

Mr. Focarry. I refuse to answer it. 

Mr. Rice. Do you know Ralph Emory? 

Mr. Focarry. I do not. 

Mr. Rice. Did he ever work for you? 

Mr. Focarry. I don’t know him. 

Mr. Rice. Do vou know Anthony Marcello? 

Mr. Coteman. Anthony Marcello? 

Mr. Rice. Anthony Marcello. 

Mr. Focarry. No, sir: I do not. 

Mr. Rice. You don’t know Anthony Marcello? 

Mr. Fogarty. Anthony, no. 

Mr. Rice. Do you know Carlos Marcello? 

Mr. Focarry. I refuse to answer that question for fear it may incriminate me. 
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Mr. Rice. On what grounds? 

The CHarrMan. Well, let’s don’t argue about the grounds. You are directed 
to answer the question. 

Mr. Foaarry. I refuse to answer it. 

Mr. CoLeMan. Excuse me; it will be understood it is on the same grounds right 
through? 

The CHarrMAN. All right. 

Mr. Rice. Allright. Does Carlos Marcello have any interest in your company? 

Mr. Focarry. No, sir. 

Mr. Rice. Has he ever received any money from your company? 

Mr. Focarry. I refuse to answer that for fear it may incriminate me. 

The CHairRMAN. You are directed to answer. 

Mr. Focarry. I refuse to answer. 

Mr. Rice. Has Joseph Marcello any interest? 

Mr. Focarry. | refuse to answer that question for fear it may incriminate me. 

The CHAIRMAN. You are directed to answer. 

Mr. Focarry. I refuse to answer it. 

The CHAIRMAN. Now, let’s get at this, now: I take it to show the relevancy of 
this, Mr. Rice, that you are asking these questions because of the allegation, or 
the indication here that Mr. Fogarty had a company and then that there was a 
rival wire service set-up. 

Mr. Rice. Yes. 

The CHAIRMAN. Will you state for the record just the relevaney of these ques- 
tions and what vou are trying to prove so that we can see whether they are 
pertinent or not? 

Mr. Rice. Now then, sir, is it a fair statement to say that prior to 1946 you 
had no competition in your area in the business vou were in; the wire service? 

Mr. CotemMan. Did you understand the question? 

Mr. Fogarty. No. 

Mr. Rice. Were there any competing companies? Were you the only one 
here in that type of business in this area? 

Mr. Focartry. What vear was that? 

Mr. Rice. Before 1946. 

Mr. Foaarry. I don’t remember that. I can’t remember that. 

Mr. Rice. You can’t remember whether you were ever in competition or not? 

(No response. ) 

Mr. Rice. Have you ever had a competing company here with a wire service 
business? 

Mr. Fogarty. I refuse to answer that question for fear it may incriminate me. 

The CHArRMAN. Now, Mr. Fogarty and Mr. Coleman, can it be stipulated and 
agreed that when he refuses to answer a question that the chairman has also 
directed him to answer the question? 

Mr. CoLeMAN. Yes. 

The CHarRMAN. Do you understand that, Mr. Fogarty? 

Mr. Foacarty. Yes. 

The CHarrMan. All right. Let’s get ahead with the questioning. 

Mr. Rice. Would it be a fair statement to say that prior to 1946 vou had no 
competition—from 1944 to 1946? 

Mr. Foaarty. I refuse to answer that question for fear it may incriminate me. 

Mr. Rice. That in 1946 a competitive wire service started here under Joe 
Poretto? 

Mr. Foacarry. I refuse to answer that question. 

Mr. Rice. Do vou know Joe Poretto? 

Mr. Foaarry. I refuse to answer that question. 

Mr. Rice. That several of your customers were lost by you during July and 
August of 1946? 

Mr. Focarrty. I refuse to answer that question. 

Mr. Rice. I will ask you if it is not a fact that Poretto’s wire service was 
known as the Southern News Publishing Co.? 

Mr. Focarrty. I refuse to answer that question. 

Mr. Rice. Were you here a few minutes ago? 

Mr. Foaarry. Where? 

Mr. Rice. In the courtroom. 

Mr. Focartry. Yes. 

Mr. Coteman. He wasn’t in here. 

Mr. Rice. Did you hear the testimony of the Western Union man? 

Mr. Foaarty. I have been here since 9:30 this morning, but I have been outside. 
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Mr. Rice. Have you ever heard of Southern News Publishing Co.? 

Mr. Foaarry. I refuse to answer that question. 

Mr. Rice. You refuse to answer whether you ha 
News Publishing Co.? 

Mr. Focarry. That is right. 

Mr. Rice. Had you heard of the Southern News Publishing Co. in 1946? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Now, sir, on August 20, 1946, there 


ve ever heard of the Southern 


was a raid on the Southerr 


i 


News Publishing Co. by the New Orleans police at 204 Liberty Building, St 
Charles Street, at which time arrested were Louis Steincamp, Joseph Trovato, 
Ralph Emory of Cicero, Ill., whose father was known to be associated with A] 
Capone, Anthony Carollo, and Franky Stanton. Do you know about that? 

Mr. Focarry. From reading it in the newspapers; yes 

Mr. Rice. What do you know about that? 

Mr. Focartry. Only what I read in the newspaper: 

Mr. Rice. Wasn’t that a competitive wire service to yours? 

Mr. Focartry. I refuse to answer that question. 

Mr. Rice. What did you read in the papers? 

Mr. Focartry. About the raid that was made on the place 

Mr. Rice. What did it say? 

Mr. Focarty. What vou just said. 

Mr. Rice. What did it say? 

Mr. Focarty. I don’t remember. 

Mr. Rice. When did vou read it? 

Mr. Focarry. The day it was published in the paper 

Mr. Rice. How do you remember that but you can’t remember whi r 
had competition at that time? 

Mr. Focarry. Because you refreshed my mind by just reading it there to me. 

Mr. Rice. All right, sir. I will read you a few more things and see if that 
refreshes vour recollection: “That among the equipment found at that time i 
addition to the ticker was a microphone to telephone race results; that Poretto 
in his pleading in a subsequent suit, showed that his telegraph wire was operated 
through Brooklyn, New York City, Chicago, and St. Louis to New Orlea: 


Have vou ever heard of that wire service? 
Mr. Focartry. No, I don’t remember that. 
Mr. Rice. You don’t remember that part? 
Mr. Focarry. No. 

Mr. Rick. Now then, the very next day your organization was 

not? 


Mr. Foaarry. I was raided, but I don’t remember the day it was raided. 
Mr. Rice. August 21, 1946. Who was picked up at that time? 
Mr. Focarry. I don’t know. 
Mr. Rice. Were you? 
Mr. Foaarry. I think I was. I think that is the charge we were speaking of 
here a few minutes ago. 


raided, was it 


Mr. Rice. All right, sir. Was there any publicity at that time to the effect 
that the raid on your place was a fake? 

Mr. Focarty. Was a fake? 

Mr. Rice. Was a fake; yes. 

Mr. Focarty. It couldn’t have been much of a fake if I was charged. 

The CHarRMAN. Were you at 425 Campt Street at that time? 

Mr. Foaarry. Yes, sir. 

Mr. Rice. Is that where vou are now? 

Mr. Focarty. That is right. 

Mr. Rice. I will read you an excerpt from a newspaper of January 18, 1951, 
referring to this event: “That on August 1946 following police raids on Fogarty’s 
and Poretto’s establishment, a man named Waterman charged that the mayor 
and the police had favored Fogarty over Poretto in the raids and that the raid 
on Fogarty’s place was a fake.’”?” Did you ever hear that before? 

Mr. Focarty. I believe I remember reading something similar to that. 

Mr. Rice. Was it a fake? 

Mr. Focarty. How could it be a fake when I was charged in the courts? 

The CuHatrMAN. What happened to you? You were arrested? Did you get 
fined or anything? 

Mr. Focarty. No; the case is still pending. 

Mr. Rice. Nothing ever happened? 


Did you get your equipment back? 
Mr. Focarty. Yes. 
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Mr. Rice. How did that happen? 

Mr. Focarty. No. From the raid? 

Mr. Rice. Yes. 

Mr. Focarry. No, sir. 

Mr. Rice. They still have it? 

Mr. Focarty. They still have it; the police. 

Mr. Rice. You never got it back? 

Mr. Focarry. No. No, I never did get any of it back. Western Union got 
their equipment back. What little they took from me was just minor stuff, 
that I didn’t care whether they returned it or not. 

Mr. Rice. All right. At that time, the operators of the Southern News were 
Poretto, Ralph Emory, Frank Coppola, Anthony Carollo, Anthony Marcello, and 
Joseph Marcello, Jr. 

The CHatRMAN. Do you know that to be true? Did you hear that? 

Mr. Focarry. No, sir; I don’t know anything about what they did; anything 
about their business. That’s their business. 

Mr. Rice. Now, within a few months, the service which was being received by 
that outfit was transferred to 117 Huey P. Long Avenue, Gretna. 

Mr. Rice. From the Southern News Publishing Co. 

Mr. Focarry. [Laughs.] 

The CHarRMAN. Ask him if he knows. 

Mr. Rice. What do you know about that? 

Mr. Focarry. I don't know anything about it. 

Mr. Rice. There has been testimony here this afternoon from Western Union 
that for a time they operated at the St. Charles Street address, Liberty Building, 
and then transferred the service to 117 Huey P. Long Avenue. You have an 
operation there, do you not? 

Mr. Focarry. I refuse to answer that for fear it may incriminate me. 

The CHarrMAN. Let’s get the place where we are talking about. He has an 
operation where? 

Mr. Rice. 117 Huey P. Long Avenue. 

The CuarrMan. Gretna? 

Mr. Focarry. I refuse to answer the question for fear it may incriminate me. 

Mr. Rice. Don’t you lease space there? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. That on or about December 1946 there was either a muscling or 
forcing into your organization by this outfit, resulting in a merger, and thereafter 
the interest in your organization was Fogarty, 25 pereent, Anthony Marcello 
3716 percent, and Joseph Marcello 37% percent. Is that right? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. What do vou know about that? 

Mr. Focarry. I refuse to answer that question for fear it may incriminate me. 

Mr. Rice. Anything at all? 

The CHarrMAN. Now, Mr. Rice, apparently what you are trying to bring out 
by these questions is that Mr. Fogarty and his son, in the Daily Sports News, 
had the Continental, and about that time Poretto and Carollo and Marcello et al, 
formed the—what is the name of the other one? Southern News? 

Ir. Rice. Southern News. 

The CHAIRMAN. Southern News. They had a place at Gretna, whatever that 
address was. 

Mr. Rice. 117 Huey P. Long. 

The CuarrmMan. 117 Huey P. Long. First the Southern Sports News was 
raided and then shortly after that—that was in 1946, was it? 

Mr. Rice. Yes. 

The CuarrMan. Shortly after that, why, Mr. Fogarty’s place was raided, and 
then there came about a combined operation at 117 Huey Long Avenue, Gretna, 
composed of Fogarty, Anthony and Joseph Marcello. Is that what you are 
asking the witness about? 

The CuarrMan. That is the story. 

Mr. Focarry. You want me to answer that? 

Mr. Rice. Would you like to tell us about that? 

Mr. Focarrty. I refuse to answer that question for fear it may incriminate me. 

Mr. Rice. What is the number of your telephone at home? 

Mr. Fogarty. University 3076. 

Mr. Rice. University 3076. Do you also have a telephone, Raymond 2723? 

Mr. Focarty. No, sir. 

Mr. Rick. Does the Daily Sports News have a telephone? 
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Mr. Foaarty. Yes, sir. No, not that number. You have the wrong number. 

Mr. Rice. What number? 

Mr. Focarty. Raymond 3723. 

Mr. Rick. Raymond 3722. Thank you. It’s a transposition in typing. (He 
does know something.) 

Now, sir; do you know Butsy O’Brien, over in Florida? 

Mr. Foaarry. I refuse to answer that question. 

Mr. Rice. Have you received person-to-person telephone calls from Butsy 
O’Brien over in Florida? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Isn’t Butsy O’Brien the operator of the Intra-State News, which 
services the racing news? 

Mr. Focarry. That, I don’t know. 

Mr. Rice. Have you ever heard of Butsy O’Brien? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rick. Have you ever talked with Butsy O’Brien on the telephone? 

Mr. Foaarry. I refuse to answer that question. 

Mr. Rice. Isn’t it a fact that during the time the S. & G. Gambling Syndicate 
in Miami was cut off from the wire service in February and March of 1949 that 
you talked with Butsy O’Brien on the telephone about that cut-off? 

Mr. Foaarry. I refuse to answer that question. 

Mr. Rick. Isn’t it a fact that there was an effort made to receive wire service 
frem your organization into Florida at that time? 

Mr. Focarty. I refuse to answer that question. 

The CuarrMan. Well, I think they said they did get it from New Orleans, 
didn’t they? 

Mr. Ricgr. Do you know a man named Eddie Mooney? 

Mr. Focartry. No, sir; I don’t. 

Mr. Rice. Isn’t it a fact that Eddie Mooney came over from Florida at that 
time? 

Mr. Focarry. I don’t know Eddie Mooney. 

Mr. Rice. Do you have an office in the Balter Building? 

Mr. Foaartry. Yes, sir. 

Mr. Rice.: What is the number of that? 

Mr. Focarry. 507. 

Mr. Rice. And any other room number? How many rooms do you have? 

Mr. Foaarty. Just two rooms. I have a little anteroom. 

Mr. Rice. 506 and 507, are they not? 

Mr. Fogarty. That’s right; it’s an anteroom. 

Mr. Rice. You leased those rooms? 

Mr. Foaarry. Yes. 

Mr. Rice. How much do you pay? 

Mr. Focarry. I don’t remember. 

Mr. Rice. How much are you paying now? 

Mr. Foaarry. i don’t know what the rent is. 

Mr. Rice. You don’t know what rent you pay at the Balter Building? From 
whom do you rent? 

Mr. Focarry. From the Balter Building; Bluford Balter. 

Mr. Rics. How often do you pay rent? 

Mr. Foaartry. My boy takes care of that. I don’t worry about what the rent 
is. In fact, I don’t know what the amount of the rent is. 

Mr. Rice. Is there a man named Marzoni in the Balter Building? 

Mr. Focarry. Yes. 

Mr. Rick. What does he do? 

Mr. Focarty. He is an auditor. 

Mr. Rice. Is he associated with you? 

Mr. Focarry. No. He works for me. He has several different concerns he 
works for. I am one of them. 

Mr. Rice. He handles your books? 

Mr. Focarrty. Yes, sir. 

Mr. Rice. Do you know Eddie Mooney? 

Mr. Focarry. No, sir. 

Mr. Rice. Isn’t it a fact that during that cut-off of the wire service in Florida 
that Mooney came over here and used the telephone in Marzoni’s office to call 
race results to Florida? 

Mr. Focarry. I never heard of Eddie Mooney in my life. 

The CHairRMAN. Did somebody do that? Do you know? 
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Mr. Focarry. I don’t remember that at all. 

Mr. Rice. Would you say that that did not happen? 

Mr. Focarry. I refuse to answer that question. 

The CHarrMAN. Well, the question is whether somebody got news out of the 
Daily Sports News and then from this auditor’s office called it into Florida? 

Mr. Focarry. I refuse to answer that question. 

The CuHarrMaAN. Did you get some money from the 8. & G. Investment Co., 
or 8. & G. Syndicate in Florida? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Have you ever heard of the Bank Club? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Isn’t it true that the Bank Club is located at 117 Huey P. Long 
Avenue? 

Mr. Focarty. I refuse to answer that question. 

Mr. Rice. In the same building where you have an operation? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. And that the Bank Club is a gambling casino? 

Mr. Focarry. I refuse to answer that question. 

The CHarRMAN. Well, did you ever hear of the Bank Club? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. How far is that address from the sheriff’s office there? 

Mr. Foacarry. I don’t know. I live in New Orleans. I don’t know anything 
about Gretna. 

Mr. Rice. You don’t know where the sheriff’s office is in Gretna? 

Mr. Focarry. Sure. Everyone that goes to Gretna and sees that knows it’s 
the city hall. It is close to the city hall but how far it is, I don’t know. 

Mr. Rice. It’s right across the street, isn’t it? 

Mr. Focarry. I don’t know. 

Mr. Rice. Could it be? 

Mr. Focarry. I don’t know. 

Mr. Rice. Do you go there every day? 

Mr. Focarry. No, sir. 

Mr. Rice. How frequently do you go there? 

Mr. Focarry. I haven’t been in Gretna, probably, in 2 years now. 

Mr. Rice. The Daily Sports News has an office there, does it not? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Who is Neuhauser? 

Mr. Focarty. That’s my sister; Mrs. Neuhauser. 

Mr. Rice. What business do you have with her? What is her first name? 

Mr. Focarry. Mrs. Claire Neuhauser. 

Mr. Rice. Where does she live? 

Mr. Focarty. On Nelson Street. 

Mr. Rice. What business do you have with her? 

Mr. Focarry. The only business I have is when my parents died they left us 
property, and that 

Mr. CoLEMAN. That is merely a succession. 

Mr. Focarry. That is merely a succession. That’s all that is. 

Mr. CoLeMANn. That is an estate. 

Mr. Rice. Do you receive income from that source? 

Mr. Focarry. Yes, sir. 

Mr. Rice. What are the investments which produce this income? 

Mr. Focarty. Rent. They are rental properties. 

Mr. Rice. Where is that located? 

Mr. Focarry. Different parts of the town. I think there are five or six pieces 
of property. 

Mr. Rice. Five or six pieces of property. 

Mr. Focarry. Small properties; yes. 

Mr. Rice. That was left to you. You inherited it? 

Mr. Focarry. Isn’t there a copy in the folder I gave you there? 

The CuarrMan. Where is the folder you gave us? I haven’t seen that. 

Mr. Focarry. That’s all that it was: a few pieces of property that was left 
by my father and mother. 

The Cuarrman. Is this Daily Sports News a profitable business? You make 
a good deal of money out of it? 

Mr. Foaarry. I refuse to answer that question, Senator. 


7 
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Mr. Rice. Let’s see if this refreshes your recollection any. I am reading 
from a record which shows that in 1940 you were connected with the Crescent 
City Publishing Co. Is that correct? 

(No response.) 

Mr. Rice. You then lived at 3507 Nashville Avenue? 

Mr. Focarry. That is the same apartment. That’s a duplex. 

Mr. Rice. In 1941 you were connected with Daily Sports News, 507 Balter 
Building. Is that right? 

Mr. Foacartry. That is right. 

Mr. Rice. Now, you purchased news service from the Enterprise Publishing 
Co. in 1941, paying them $10,365.48. Is that right? 

Mr. Focarry. | refuse to answer that question. 

The CHAIRMAN. Well, now, I didn’t get the difference in the names of these 
companies. You had Crescent News and then Daily Sports News? Is that all 
the same? One company went into another? 

Mr. Focarty. That’s right; just a change of nam 

Mr. Rice. With whom did you do business in the Enterprise Publishing Co. in 
1941 or any other time? 

Mr. Focarty. I refuse to answer that question. 

Mr. Ricr. Where was the Enterprise Publishing Co. located? 

Mr. Foaarty. I refuse to answer that question. 

Mr. Rice. Was it in Chicago? 

Mr. Foaarry. I refuse to answer that question, 

Mr. Rice. In 1941 did you have the following employees: F. R. Stanton? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Beard, Gordon, Mulcara, Gaines, LeGuard, Steincamp, Oakmore 
Clement, Wealey, Croninburg? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Do you remember any of those people? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rick. Now, sir, isn’t it true that Stanton and Steincamp were later arrested 
while working for Joe Poretto? 

Mr. Focarry. I refuse to answer that. 

The CyatrMAN. Did you read that in the newspapers? 

Mr. Focarry. I can’t remember that arrest of 10 years ago. I can’t remember 
10 years ago, who was raided in a friend’s place. 

Mr. Rice, The arrest was in 1946? 

The CHarrRMAN. Let’s put it this way: That some of the employees you had 
working for you when you were at—before 1946; did they later get arrested or 
did they later go to work for the Southern Sports News? 

Mr. Focarry. I refuse to answer that question, Senator. 

The CHarrRMAN. Allright. Let’s go to another witness. 

Well, Mr. Coleman, just as the matters stand now, why, we are in difficulty 
with this witness. You talk it over with him. 

Mr. Co_eMAN. I will do that, Senator. 

The CHAIRMAN. While we are here, if he wants to do something about it, all 
right. But you remain under subpena, Mr. Fogarty. 

Mr. CoLemMan. You want us back tomorrow? 

Mr. Rice. Before he leaves: Has George Reyer ever been on the payroll of 
Daily Sports News? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. How about James Moran, alias James Brocato? 

Mr. Focarry. I refuse to answer that question. 

The CHarrMAN. Well, here is the question: Did you have different partners 
after both wire services were closed up and the new business was started than you 
had before they were closed up? 

Mr. Focarry. I refuse to answer that question, Senator. 

Mr. Rick. Do you know who George Reyer is? 

Mr. Focartry. Ex-chief of police, New Orleans. 

Mr. Rice. What is he doing now? 

Mr. Focarry. I don’t know. 

Mr. Rick. Does he have any interest in the Daily Sports News? 

Mr. Focarty. No, sir. 

Mr. Ricr. Does he receive money from it? 

Mr. Focarry. I refuse to answer that. 


’ 








16 PROCEEDINGS AGAINST JOHN. J. FOGARTY 


Mr. Rice. Has he ever received money from it? 

Mr. Focarrty, I refuse to answer that question. 

Mr. Rice. He has no present connection? 

Mr. Focarry. I refuse to answer that question. 

Mr. Rice. Isn’t it a fact he has been receiving a hundred dollars a week from 
the Daily Sports ever since he left his job with the police depattment? 

Mr. Focarry. I refuse to answer that question. 

The CuarrMan. Has he received anything from the Daily Sports? 

Mr. Focarry. I refuse to answer that question. 

The CuHarrMAN. Well, Mr. Fogarty, you and your son now have the Daily 
Sports News? 

s Mr. Focarry. Yes, sir. 
*™ The CuarkMan. His name is Gene. How long have you and your son, Gene, 
had the Daily Sports News? 

Mr. Focarty. I can’t remember that. 

The CuatrRMAN. That is, how long has it been since you had some other partners 
in there with you? 

Mr. Focarty. I have never had any other partners. I have always been on 
my own. I have been a ‘“‘lone wolf’ ever since I have been in the busines:. I 
took my boy in with me a few years ago after he married. 

The CuarrmMan. After your business was closed up and started up again, didn’t 
you have some other partners besides you and Gene? 

Mr. Focarty. No, sir. 

The CuHarRMAN. You were the only ones? 

Mr. FOGARTY. Yes, sir. 

The CHaiRMAN. Do you have anybody named Marcello in your business? 

Mr. Focarry. I refuse to answer that question. 

The CHarrMan. Is Marcello a partner? 

Mr. CoLeMAN. Excuse me, sir. (Confers with witness.) All right. 

The CuarrMaNn. Wasn’t it true that after you started up business again your 
son Gene wasn’t even in the partnership, for a while? 

Mr. Focarry. I think I said that I took him in after he got married. I can’t 
remember just how many years he is in. It’s not a very long time 

The Cuatrman. Anyway, after you started up after you were closed down and 
the wire service started up again, wasn’t the partnership you and Anthony 
Marcello and Joseph Marcello? 

Mr. Focarry. I refuse to answer that question. 

The CHarrman. And your son Gene was not even in the partnership? 


Mr. Foacarry. I refuse to answer that. 
The CuatrMAN. How did you get the Marcellos out and get Gene in? 
Mr. Foacarry. I refuse to answer that one. 
The CuHatrman. Do they still have any interest in the Daily Sports News? 
Mr. Focarry. I refuse to answer that question. 
( 


The CuarrmMan. Do you know Anthony Marcello? 

Mr. Focarry. I refuse to answer that question. 

The CuarrMan. Do you know Joseph Marcello? 

Mr. Focarry. I refuse to answer that question. There are so many of them. 

The CaarrMan. I think there is no use asking him any more questions. 

It is regrettable that you feel -hat you can’t cooperate with this committee. 

That will be all, Mr. Coleman. 

Mr. CoLemMan. Are we ordered back tomorrow at 9:30? 

The CHarrmMan. You are only ordered back if your witness wants to—— 

Mr. Rice. Yes. 

The CHarRMAN. Yes; all right. You are ordered back tomorrow at 9:30. 

(Witness excused.) 

Unirep STaTEs SENATE, 
SpeciaL Commirree To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
New Orleans, La., Friday, January 26, 1951. 

The committee reconvened at 9:30 a. m. Friday, January 26, 1951, in room 
245, Main Post Office Building, Senator Estes Kefauver, chairman, presiding. 

Present: Senator Kefauver. 

Also present: Downey Rice, Esq., associate counsel; Alfred M. Klein, associate 
counsel: George Martin, investigator; and Ralph W. Mills, investigator. 

(Represented by Warren O. Coleman, Esq.) 

(Mr. Fogarty was previously sworn by the chairman.) 
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The CHarrMan. Mr. Fogarty, when we last talked with you you were going 
to find out, I believe, who you paid for vour wire service. I think we asked you 
to find that out. 

Mr. Coteman. I think the question he was to find out was how long it was that 
he started to purchase from Continental, and he found that out. 

The CHarrRMAN. Yes; and if he sometimes—all right, did he find that out? 

Mr. Focarry. 1939. 

The CHarRMAN. That is when you started with the Continental? 

Mr. Focarty. That is right. 

The CuarrMan. Did you also check to see whether it was Continental you 
paid or whether it was the Illinois Sports News? 

Mr. Focartry. Continental Press. 

The CnHarrMAn. You got it directly from Continental? I mean you paid 
Continental yourself? 

Mr. Focarty. Yes, sir. 

The CuarrMan. And you didn’t go through any Illinois Sports News? 

Mr. Foacarty. No, sir. 

The CuarrmMan. Did you know any of the Continental officials: Mr. Tom Kelly? 

Mr. Foaarty. Yes, sir. 

The CHarrRMANn. You dealt with him directly? 

Mr. Foaarry. Yes, sir. 

Mr. Rice. Did you make some special arrangements? A general method of 
doing business with Continental, at least in later years, as you undoubtedly very 
well know that they would furnish distributors, like the Illinois Sport News, or 
the Howard Publishing Co. in Baltimore, and then these distributors in turn would 
sell to subdistributors? 

Mr. Focarty. I had no agreement with Mr. Kelly like that at all. 

The CHarRMAN. You just dealt directly with Continental? 

Mr. Focarty. That is the reason I bought the service from Continental. 

The CuHarrMan. Did you have a written agreement with them? 

Mr. Focarty. No, sir. 

The CuarrMan. Did vou ever buy anv service from Trans-America? 

Mr. Foaarrty. I refuse to answer that question, sir, for fear it mav incriminate 
me. 

The CHAIRMAN. You won’t answer whether you ever bought any service from 
Trans-America? 

Mr. Focarry. No, sir. 

The CuHarrRMAN. I believe we have already agreed that we understand he is 
directed to answer? 

Mr. CoLeMAN. Yes. 

The CHarrMAN. Did you have any dealings with Ralph O’Hara? Do you 
know Ralph O’Hara, of Chicago, IIl.? : 

Mr. Focarrty. I refuse to answer that question. 

The CHarRMAN. Hymie Leven? 

Mr. Focarry. I don’t know him. 

The CHarrMan. Ray Jones? 

Mr. Focarry. I don’t know him. 

The CuatrMan. Jack Guzik? 

Mr. Focarry. I don’t know him. 

The CuarrMan. A fellow named Katz? 

Mr. Focarry. I don’t know him. 

The CHatRMAN. Now how did you arrive at the amount of your contract with 
Tom Kelly? I mean, did vou bargain back and forth or how did you arrive at that? 

Mr. Focartry. In which way do you mean? 

The CHarrMANn. How did vou decide how much you were going to pay him and 
how did he decide how much he was going to charge you? That is, Mr. Kelly, 
of Continental Press Service? 

Mr. Foaarty. We decided on arate per week. 

The CuHarrMan. Did you negotiate with him? 

Mr. Fogarty. It was not a fixed rate. 

The CHarrRMAN. Did you negotiate with him in person or by correspondence? 

Mr. Foacarrty. In person. 

Mr. Rice. You went to Chicago to see him, or he came down here? 

Mr. Focarty. I went to Chicago to see Mr. Kelley. 

The CHarRMAN. You say it was not a fixed rate? 
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Mr. Focarty. No. Not in this respect: There was a fixed rate for me but if 
conditions were bad, and I could not meet the obligation weekly, they gave me 
consideration. 

The CuarrRMAN. Do you remember the amount that you were supposed to pay 
him? 

Mr. Foaarty. I think it was $4,000 a week. 

The CuHarrRMAN. Four thousand a week? 

Mr. Focarty. Yes, sir. 

The CuarrMan. Did you keep up that sort of payment all along? 

Mr. Focarty. No; I could not. 

The CHarRMAN. How much did it get down to? 

Mr. Focarty. Oh, I would say it got down to some weeks I was not able to 
give him anything. 

The CHatRMAN. Whenever you could you gave him $4,000 a week? 

Mr. Focarty. That is right. 

The CHairMAN. Then when you weren’t doing very well, would you call him 
up and tell him that week you could not pay him four thousand, or how would 
you do that? 

Mr. Focarty. I would call him and tell him that things were bad at the present 
time, and I just wanted relief. He would tell me to do the best I could. 

The CHarRMAN. Mr. Fogarty, did you have some arrangement with him sort 
of like this: Out of what you took in you and your company or your partnership 
would keep so much and then you would send him the rest, up to $4,000 a week? 
Is that about the way it was? 

Mr. Focarry. How was that? Explain that over, please. 

The CHarrMan. That is, did you have an agreement that you would keep a 
minimum amount, or rather a total amount for yourself or your company and 
your partnership, and then the rest of it vou would sent to Mr. Kelly, up to 
$4,000 a week? ‘That is, suppose you made $6,000, you would send him $4,000? 

Well, I don’t want vou to refuse to answer it if you don’t understand it. 
Let’s see if I ean make it clear. 

With some of the Continental people the agreement was that they would keepa 
certain amount, say a thousand dollars a week, and send the rest of it to Conti- 
nental. 

Mr. Focarry. Oh, no, no, no. This is my business, This is my own business. 

The CHAIRMAN. Mr. Kelly and the Continental had no interest in your busi- 
nese? 

Mr. Focarry. Not one penny. 

The Cuarrman. And was this arrangement ever changed with Continental? 
Did—it carried right on through that way all along? I mean up to the present 
time? 

Mr. Focarry. That is right. 

The CHatRMAN. Did they ever send people down to try to help vou build up 
the business or see what the trouble was? 

Mr. Focarty. No, sir. 

The CHatRMAN. You just run it as your own? 

Mr. Focartry. That is right. 

The CHatrMAN. All right. Do you have any questions? 

Mr. Rice. Yes, sir. 

Did they ever send any inspectors down to determine the extent of the business 
you were doing? 

Mr. Focarry. No. 

Mr, Rice. Austin O’ Malley ever come down? 

Mr. Focarry. No, sir. 

Mr. Rice. John Scanlon? Do you know John Seanlon? Do you know Austin 
O’ Malley? 

Mr. Focarty. No, sir. 

Mr. Rice. Do vou know John Scanlon? 

Mr. Focarty. No, sir. 

Mr. Rice. Are you positive about that? 

Mr. Focarty. Positive. 

Mr. Rice. What is the amount you pay weekly now to Continental? 

Mr. Focarty,. I don’t know. 

Mr. Rice. You don’t know what you are paying now? 

Mr. Focarty. I refuse to answer that question. 

Mr. Coteman. If you don’t know say you don’t know. 

Mr. Focarty. I don’t know, and I refuse to answer it. 





———— 
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Mr. Rice. It would appear he has waived his privilege in indicating he does 


‘doit. He says he doesn’t know. He is not refusing; he just don’t know. 


Mr. Rice. You take the position you don’t know what you are paying for 
Continental per week? 

Mr. Focarrty. I do. 

Mr. Rice. And that is your business? 

Mr. Focarry. That is my business. 

Mr. Rice. What is the closest you can come? 

Mr. Focartry. I don’t know. 

Mr. Rice. Can you come within $5,000? 

Mr. Focarry. I don’t know. 

Mr. Rice. You don’t know. 

Mr. Foacarty. That is right. I refuse to answer it. 

Mr. Rice. What was the last payment that you made? 

Mr. Foacarty. I can’t remember. 

Mr. CoLEMAN. Can I ask him a question? 

Mr. Foaarry. Yes. 

Mr. CoLemMaAN. Have you been ill lately? 

Mr. Foaarry. Yes. 

Mr. CoLeMAN. Has vour son been running some of your business? 

Mr. Foaarty. Yes, sir. 

Mr. CoLeman. All right. 

Mr. Rice. All right, sir. 

The CHArRMAN. You remain under subpena, Mr. Fogarty. In case we want 
you we will notify you or your lawyer. 

Mr. Foacarry. O, K., sir. 

Witness excused.) 


ANNEX II 


The committee has received the following memorandum from its associate 
counsel, which sets forth the legal opinion of its staff with reference to the con- 
tempts committed by John J. Fogarty. 

FEBRUARY , 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of John J. 
Fogarty (S. Res. 81). 

I have examined the record of the testimony of John J. Fogarty in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by John J. Fogarty to produce 
books and records, and to answer questions was contemptuous of the United 
States Senate and its Special Committee To Investigate Organized Crime in 
Interstate Commerce. 

As associate counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might 
nate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have 
‘arefully distinguished between refusals to answer based on an arbitrary or 
fanciful claim of privilege, from refusals to answer questions where a claim of 


inecrimi- 


privilege might be raised with even a minimum possibility that the witness might 
be incriminated under any of the laws of the United States. 


Downey Rice, Associate Counsel. 


O 
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Mr. Kerauveir, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 3S. Res. 82] 


The Special Committee To Investigate Organized Crime in Interstate 
Commerce, as created and authorized by the United States Senate by 
Senate Resolution 202, Kighty-first Congress, second session, caused to 
be issued a subpena to Phil Kastel of Metairie Ridge, Jefferson Parish, 
La. The said subpena directed Phil Kastel to be and appear before 
the said committee on January 25 and 26, 1951, at 9:30 a. m., in room 
245, Main Post Office Building, New Orleans, La., then and there to 
testify touching matters of inquiry committed to said committee and 
not to depart without leave of said committee. The date of the sub- 
pena was the 13th day of January 1951. Attendance pursuant to said 
subpena was had on January 25 and 26, 1951, at which time the witness 
appeared. The subpena served upon said Phil Kastel is set forth as 
follows: 

Unitep Srates or AMERICA 


CONGRESS OF THE UNITED STATES 


To Puit Kasteu, 311 North Line, Metairie Gardens, Metairie Ridae 
Parish, La.., Greeting 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of the 
Senate of the United States, on January 25, 1951, at 9:30 o’clock a. m., at their 
committee room 245, Main Post Office Building, New Orleans, La., then and there 
to testify what you may know relative to the subject matters under consideration 


by said committee. And bring with vou the documents required as per the 
attached sheet. (The following appears on the attached sheet And bring with 
vou all books, records, and supporting documents relating to your income and 
disbursements from January 1, 1944, to date; all records relating to assets and/or 
interest in property, either real, personal, or mixed; or inter { 
during the aforesaid period; and copies of Federal income tax ret 
aforesaid period, 

A} books, re cords and supporting documse nts relating 
disbursements from January 1, 1946, to date of the Beverly 
Country Club, Inc., Jefferson Parish, including copies 
returns during the aforesaid period and records relating 


S. Rept. 124, 82-1 
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and identity of stockholders and/or persons in interest directly or indirectly during 
the aforesaid period. 

All books, records, and supporting documents relating to assets, income, and 
disbursements from January 1, 1944, to date, of the Crescent Musie Co., including 
copies of Federal income tax returns during the aforesaid period and records 
relating to extent of participations and identity of persons in interest directly or 
indirectly during the aforesaid period. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To United States marshal or Ralph W. Mills to serve and return. 

Given under my hand, by order of the committee, this 138th day of January, 
in the year of our Lord 1951. 

Estes Kerauver, 
Chairman, Senate Committee To Investigate Organized Crime in Interstate 
Comme rce, 

The said subpena was duly served as appears by the return made 
thereon by Ralph W. Mills, who was duly authorized to serve the 
said subpena. ‘The return of the service by the said Ralph W. Mills 
being endorsed thereon is set forth as follows: 

JANUARY 17, 1951. 

I made service of the within subpena by personal service upon the within- 
named Phil Kastel, at the Beverly Club, Jefferson Parish, La., at 3:10 o’clock 
p. m., on the 17th day of January 1951. 

taLtpH W. MILLs. 

The said Phil Kastel pursuant to said subpena and in compliance 
therewith appeared before the said committee to give suc h te stimony as 
required by virtue of Senate Resolution 202, Kighty-first Congress, 
second session. Phil Kastel having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearings on January 25 and 26, at New Orleans, La., which record 
annexed hereto and made a part hereof and designated “Annex 1.” 

As a result of said Phil Kastel’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answer to questions 
pursuant to the committee’s inquiry propounded to Phil Kastel 
pertinent to the subject matter which under Senate Resolution 202, 
Kighty-first Congress, second session, the said committee was 
instructed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer pertinent 
questions to the subject under inquiry, and his persistent and illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in contempt 
of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 
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SpecriAL ComMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTER 


COMMERCE 


MINUTES OF A COMMITTEE MEETING, DkE¢ MBER 22, 1950 


At an executive session of the committee he d or De iber 22, 1950, the 
following resolution Was adopted: 
SPECIAL COMMITTEE TO INVESTIGATE ORGANIZED CRIMI N I 

Resolved, That the chairman of this committee be and heret wuthor | at 
his discretion to appoint one or more subcommittees of one I ~ 


of whom one member shall be a quorum for the purpose of taking testimony and 


all other committee acts, to hold hearings at such time and places as the chair- 


man might designate, in furtherance of the committee's investigatio if orga { 
crime, in the vicinities of the cities of Tampa, Fia., and New Orleans, La 

Isr IN} ( 

Het ir R. O' j 


In accordance with the resolution of December 22, 1950, the chair- 
man designated himself as a subeommittee of one to swear witnesses 
and to hear testimony at New Orleans, La., on January 25 through 
26, 1951. , 

After reviewing the testimony and other facts as set forth ly rein, 
the committee adopted a resolution, as set forth below: 


SPECIAL CommiItTrEE To INVESTIGATE ORGANIZED CRIMEIN INTERSTAT! 
COMMERC! 














MINUTES OF A COMMITTEE MEETING, JANUARY 
The committee met at 2:30 p. m., in Distriet of Colur com ee roon 
There were present the chairman and Senators Hunt, O’Conor, Tob: , and Wile 
The chairman presented to the committee the minutes of the comr tee meet . 
of January 25 and 26, 1951, together wit! hu I leon Dev 22,1 150 
The chairman stated to the committee that t chairn id d ut i 
committee to hear continued testimony, in con ectlo with or wiized r nthe 
city of New Orleans, La., pursuant to the resolution of Dece er 22. 1950 
subcommittee consisting of the chairman. 
The chairman then presented to the committee the minut¢ f said 
tee meetings of January 25 and 26, 1951, held in room 245, Ma Post Offies 
ing, New Orleans, La 
The chairman stated to the committee that the witness, P hh ‘ 
consistently, 1 arbitrarily had refused to answer quest to him thr 
out counsel’s and chairman’s examination of said witne Jan 25 and 26 
1951, and that his refusal, therefore, was improper co npotuc 
The chairman presented to the committee a draft report ¢ ( 
for the committee’s consideration and the committee duly adopted the said repor 
and instrueted the chairman to pres nt said report to the Unit 1 States S« at« 
Therefore, upon motion of Senator O'Conor, duly seconded by Senator Tobey, 


it was duly resolved that the committee present to the United States Senate, for 
its immediate action, a resolution requiring the Unit 
eastern district of Louisiana to proceed against the said Phil Kastel in the manner 
and form provided by law. 
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ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 


New Orleans, La., Thursday, January 25, 1951. 


° REPORTER'S TRANSCRIPT 


The committee met Thursday, January 25, 1951, in room 245, Main Post 
Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Also present: Downey Rice, Esq., associate counsel; Alfred M. Klein, associate 
counsel; George Martin, investigator; and Ralph W. Mills, investigator. 


TESTIMONY OF PHILLIP FRANK KASTEL, 311 Nortu Ling, MEerTarrRis, New 
ORLEANS, La. 


The CuatrMan. Mr. Kastel, will you solemnly swear the testimony you give 
this committee will be the truth, the whole truth, and nothing but the truth, so 
help vou God? 
Mr. Kastev. I do. 
The CHarRMAN. What is your name, Counsel? 
Mr. O’Connor. My name is James O’Connor, Jr. I am counsel for Mr. 
Kastel. 
The CHAIRMAN. We are glad to have you with us, Mr. O’Connor. 
Mr. O’Connor. Thank you, sir. 
The CHAtRMAN. Will you sit down? 
Mr. O’Connor. I believe I spoke to you, Senator, about the return on the 
subpena before I left today, and I spoke to Mr. Rice. 
Mr. Rice. If anything comes up with respect to those, we will take it. 
The CuHarrmMan. Mr. O’Connor, suppose you come around here just a second. 
(Short conference at the bench off the record.) 
Mr. O’Connor,. Senator, may I at this time make a statement? 
The CuarrMaNn. Yes, indeed, Mr. O’Connor. 
Mr. O’Connor. I don’t desire to delay this hearing, but the other day the 
district attorney for the Parish of Orleans requested permission to take testimony 
of the various witnesses that appeared before this committee. I understand that 
he wrote this committee—Mr. Rice, or some member of this committee. The 
papers carried that. 
Mr. Rice. What is this again? 
Mr. O’Connor. That the district attorney of the parish of Orleans requested 
of the officers of this committee, Mr. Rice, permission for his office to take the 
testimony of the various witnesses that appeared before this committee. 
The CHarRMAN. Are you talking about the State’s attorney? 
Mr. O’Connor. Yes, sir. 
Mr. Rice. That is the first time I have heard of that. 
Mr. O’Connor. That appeared in the papers. 
Mr. CHarrMan. Mr. Rice says he has heard nothing about it. I have heard 
nothing about it. 
Of course, this is an open hearing. As you very well know, our purpose is not 
a grand jury purpose or prosecution, and the Federal statute specifically pro- 
vides that the questions and answers and the testimony given here cannot be 
used against the witness. 
Mr. O’Connor. I am well aware of that, Senator, but if that letter was written 
I would like that letter to be made a part of the testimony of Mr. Kastel, and 
the answer of this committee. I understand this committee wrote him a letter 
_ Mr. Klein, your publicity man, wrote him a letter—stating that they would be 
glad to have him have his stenographer appear before this committee and take 
that testimony. 
That appeared in the paper, and I would like the letter written by Mr. Darden 
or the oral request made by Mr. Darden made a part of Mr. Kastel’s testimony, 
and the answer thereto, sir. 
The CuHarrMan. All right, the letter and the answer. As far as I know, 
nobody is taking the testimony except the official reporter of the committee. 
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Mr. O’Connor. One more thing, sir: I want to make the general objection 
that has been made to it throughout the entire day as to the lack of a quorum. 
The CHarRMAN. That will be noted. 
Mr. O’Connor. After Mr. Kastel gives his name and address he 


to have a short statement made for the record, if you will give hin 


would like 
that permission. 











The CHAIRMAN. Very well. We will let the record show that objection | 
been made to the proceedings on the ground of lack of quorum 

At this place in the record we will again read into the record t resolution 
adopted by the committee authorizing this subcommittee to nd to take 
testimony. 

(The resolution referred to is as follows:) 

“SPECIAL COMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTER MMER 

‘Reso That the chairman of this committee be and her is authorized 
at his discretion to appoint one or more subcommittees of one or more Senators 
of whom o nember shall be a quorum for the purpose of taking imonyv and 
all other committee , to hold hearings at such time and places a chairma 
might designate, in furtherance of the committee’s inve tio f o1 ized 
crime, in the vicinities of the cities of Tampa, Fla., and New Orlea La 

Signed Estes Kerauver, Cha 
Signed Herperr R. O'¢ I 
Signed LesTer ©, Hun’ 

The CuarrMan. Your name is Phillip Frank Kast 

Mr. Kastevt. Yes, sir. 

The CHAIRMAN. 311 North Line, New Orleans. 

Mr. KasrE.. Metairie, New Orleans, suburb. 

The CuatRMan. New Orleans? 

Mr. Kasten. That is a suburb in Jefferson Paris! 

Che CHaAinMAN. Mr. O’Connor, give us your address first, please 

Mr. O'CONNOR \lyv home? 

The CHAIRMAN. No: vour business address 

Mr. O'Connor. 200 Civil District Court. 

The CHAIRMAN. Y« You read any statement or mak ’ em ou 
wish to make, Mr. Kastel. 

Mr. Kast) Thank you, 

Nir. ¢ hairman, and members of the Special senat ( ommittec | Investigate 
Organized Crime in Interstate Commerce, I am appearing here toda n response 
to a subpena of this honorable body, served upon me on the 13 i of January 
LOS] directed to me and commanding metoappear a i te 1c tatters 
and subjects as set forth in said subpe 

With due deference to this committee and the honorab! ( sing 
it, before answering any questions which may be propounded to 1 erein, [| am 

















taking the liberty of making the following statement. to wit 

The CHatrRMan. We will let the subpena be made a part of the r la We 
have the original here which has been served. 

Mir. IX ASTEI All right Served upon me ie 13th la of Ja i 195] 
directed to me and coimmanding me to appear and t f r) ‘ s and 
subjects 4S set forth ins vid subpena, 

With due deference to this committee and the honorabl em SH 
it, before answering any questions which may be propo led to me here [ am 
taking the liberty of making the following statement, to wit: 

Inasmuch as the conduet and line of questionir bv cou committee 
in previous hearings of this body, have sou ht repea ed To eX t \ Wi 
other witnesses, or future witnesses. and partal vf ’ of a g {-jur 
investization, eeki yr to implicate apnearers in viola ms ora t a \ oO 
the United State i those of the several States of 1 { ed S 

And ina much as the attornevs general of the eve Lt SCAU peel ed 
to attend and partake in these hearing 

And, furt! re, as testimony and evidence adduced pre 3s ol 
this e iif ha 1s 1’ made thet f etme if rma 
tion, ¢ pre “uti ious he Stat tt { a 
reserve all of my rights under he Constitution of toni is j t 
Constitutio f the Sts of Louisis L, Al 1) ile i : it | 
consider proper and pe rtit nt here n, | shall refuse ,ANSWe t l l 
I believe would tend to iz criminate me under any law of the | States ) 


aly 


of the several States. 
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I do not make this statement in any spirit of antagonism nor do I desire to 
hamper or hinder the work of this committee. However, I respectfully state that 
I intend to reserve and preserve every right guaranteed to me under the Constitu- 
tion of the United States and the constitution of the State of Louisiana. 

Mr. O'Connor. May I offer this and file this in evidence? 

The CHatrMan. It will be filed as exhibit 1 and made a part of the record. 

(The paper referred to was identified as “Exhibit 1,’’ and is on file with the 
committee.) 

Mr. O’Connor. Thank you. 

The CuarrmMan. May I ask you who prepared that statement? 

Mr. Kasrex. I helped to prepare it. I consulted with Mr. O’Connor and we 
prepared it together. 

The Cuarrman. All right, as long as you have what we think is a legitimate 
objection to any testimony: We are not here to try to smear you or do you any 
wrong. We are here to try to get any information we think we need. 

Mr. Kasre.. Thank you. 

The CuarrMan. Will you proceed, Mr. Rice? 

Mr. Rick. What was your name at the time you were born? 

Mr. Kastew.. Phillip Kastel. 

Mr. Rice. How do you spell that? 

Mr. Kasre.. K-a-s-t-e-], 

Mr. Rick. Any other names? 

Mr. Kastev.. No, sir. 

Mr. Rick. Have you ever used any other names? 

Mr. Kasrex. I might have. 

Mr. Rice. What were some of the other names you might have used? [Pause.] 
Did he answer? 

Mr. Kasrev.. No: I did not answer. T am just trying to think. 

The Cuarrman. Well, you have used an alias, and you think about it.” We 
will ask vou about it later on. 

Mr. Kasre.. Yes. All right. 

Mr. Rice. You have used other names? 

Mr. Kasrer. I would not say so. 

Mr. Rice. Would you say you have not used other names? 

Mr. O’Connor. He said he would not say so. The Senator said suppose you 
come back to that question later. 

The CuarrMan,. All right, we will come back to that later. 

Mr. Rice. All right, sir. Where were you born? 

Mr. Kasrer. New York. 

Mr. Rice. In what year? 

Mr. Kasten. 1898. 

Mr. Rice. In New York City? 

Mr. Kasreu. Yes, sir. 

Mr. Rice. Did you live in Connecticut? 

Mr. Kastren. Yes, sir. 

Mr. Rick. And what was your business in Connecticut? 

Mr. Kasrev. I was in the liquor business. 

Mr. Rice. What year was that, or what vears? 

Mr. Kasreu. I would say in 1938, around there. 

Mr. Rice. 1933. 

The Cuarrman. May I ask counsel, and also Mr. Kastel— excuse me, Mr. Rice. 
r Mr. Kastel, you know generally the matters we want to ask you about. Do 
you want to tell your own story and then we will ask you questions about it? 

Mr. Kastex. I just don’t know what you want me to say, Senator. 

The CHarrMan. Well, we want to know about what you did in Connecticut, 
and whether you were in the coin-machine business there, who you were asso- 
ciated with. 

Mr. Kasten. I was not in the coin-machine business. 

The CuarrmMan. Well, whether you were or not, how you got to New Orleans, 
what you have been doing here, and who you do business with, and what your 
business enterprises here are. Do you want to tell us narratively the story rather 
than ask specific questions? 

Mr. O’Connor. May I answer that as his counsel? 

The CHarrRMan,. Yes. 

Mr. O’Connor. We would rather you ask the questions. 

The CHarirMAN. Very well. We will proceed as we were. 

Mr. Rice, All right, sir. During prohibition what were you doing? 
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Mr. KastTev. I respectfully refuse to answer on the ground that the question 
may tend to incriminate me. 

Mr. RICE. Were you connected with a man by the name of Rothstein during 
prohibition? 

Mr. Kasten. No, sir. 

Mr. Rice. Do you know a man by the name of Rothstein? 

Mr. Kasren. I knew a man. 

Mr. Rice. Were you associated with him in any enterprise? 

Mr. KastreL. No, sir. 

Mr. Rice. What became of him? What became of Rothst« 

Mr. Kasreu. I think the man is dead. 

Mr. Rice. Do vou know how he died? 

Mr. Kasrev. That is public property. He was shot. 

Mr. Rice. Was that not Arnold Rothstein? 

No response, ) 

Mr. Rice. Now, sir, vou have said, during prohibition you refused to answer 
what vou were doing. 

The CHaArRMAN. He said 

Mr. Rice. Now, then, w 
in the 1930’s, was that the first time vou were in the lique business? 

Mr. Kasten. I didn’t say I was in the liquor business in Connecticut. I lives 
in Connecticut. 

Mr. Rr E. What business were vou in when vou lived in Connect ic ut? 

Mr. K ASTI L. I am going to decline to answer that « estion on the vrour j 
that it may tend to incriminate me. 

Mr. Rice. Were vou 

The CHAIRMAN. Just a minute. I will have to direct you to answer the ques- 
tion, Mr. Kastel. 

Mr. O’CONNOR. Well. we would like vou to specify il Vi ic} years in Co! 
necticut. 

The CHARMAN. Well, I suppose this was prior to 1935. Were you in the 
liquor business when you lived in Connecticut prior to 193 

Mr. Kasten. I was in the liquor business right after repeal. That mus 
been in 1933, I believe. 

Mr. Rick. What was the name of your business? 

Mr. Kasren. The Alliance Distributors. 

Mr. Rice. This was prior to 1935? 

Mr. Kasten. I believe so: ves. 

Mr. Rice. With whom were vou associated in the Alliance Distributors? 

Mr. Kasten. The William Whitely Co., Glasgow 

Mr. Rier. In Glasgow, Seotland? 

Mr. Kasten. Yes. 

Mr. O’Connor. May I suggest, Senator, that that is not pertinent to the issu 
involved in the Senate resolution, 


The CHatRMAN. Well, it might be, counsel, by way of ba round 


e was in the liquor business. 
en vou got into the liquor business in Connecticut 


I 
I 


Mr. O’Connor. We would like to know if it is, and vour ruling on it: not if it 
“might be.” I say that with all due respect to you, Senator. We would e 
to know if it is, your ruling on it; and if it is, then we are called upon to a 
We don’t think that it should “might be’; we think it should When ] 
these things, Senator, I say it with all due respect to the dignity of your off 
It is just an attorney trving to defend his client’s rights. 


The CHAIRMAN. Yes, sir; I do understand. 

Mr. O’Connor. Thank vou. 

The CHatRMAN. Well, then, I will rule that the question ! ie with the 
investigation we are making. 

Mr. O'Connor. Thank you, sir. 

Mr. Rice. Now, sir; who were some of the individuals connected with Al 
Distributors in this country with vou? 





Mir. Kasten. I was not an officer of the Alliance D 

Mr. RIcE, What Vas vour job? 

Mr. Kasten. My job I was a good-will agent for the { t n Sco 

Mr. Rice. I see. In connection with that good will what ‘ 1) 
duties? 

Mr. Kastrev. Travel throughout the country, and tried D al 


brands. 
Mr. Rice. Was Frank Costello also a good-will agent? 
Mr. KasTen. No, sir 
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Rice. Was he connected with the company? 

KASTEL. No, sir. 

Rick. Are you quite certain of that? 

KASTEL. Positive. 

Rice. Now, sir, did you have financial interest in that company? 
KastEL. In the European company: yes. 


Rice. And what was the extent of your financial interest in the European 


Rice. To what extent? 

KasTeL. I could not tell you offhand. It is some vears ago. 

O’Connor. I don’t like to object every minute. We have answered that 
an interest init. Now how much we had in it, I don’t think has anything 


O'CONNOR. Yes, sir 
Rice. Did you not endorse a note along with Frank Costello in the amount 
his company, payable to William Helis, New 


KASTEL. I endorsed a note; ves. 
Rice. Along with Frank Costello? 
KasTeL. I endorsed it mvself. 
Rice. Didn’t Frank Costello also endorse the note? 

KAsSTEL. At another time, I believe. 

Rice. The same note? 

KASTI L. I believe so. 

Rice. Allright, sir. Now, then, what was Costello’s interest in endorsing 
te? 
KasTEL. Just a friendly interest. 

Rick. Was there any security for the note? 

KASTEL. Yes; there was collateral. 

Rice. What was the collateral? 

KASTEL. Liquor, whisky. 

Rice. So that, in effect, you and Costello shared in the collateral? 

KASTEL. No. Costello had nothing to do with the collateral. 

Rice. What collateral did Costello have in connection with his? 

KASTEL. You will have to ask Mr. Costello. 

Rice. Don’t you know? 

KASTEL. I do not. 

Rice. What was vour collateral? 

KASTEL. My endorsement? 

Rice. Your collateral, your security in the event the note became in 


» 


KasTeL. Well, at a later date the president of the company put some 
up, or whisky, for collateral. 
Rice. As securit: 
KasTeL. As security 

Rice. Who was the president of that company? 

Kastet. A man by the name of Irving Haim. 

Ricker. Now, the note was actually executed by Irving Haim, was it not, 





Sh eee "e 
company and you and Costello endorsed it? 
IASTI It’s so long ago | We id not remember. 


Rice. How long had you known Costello? When did you first meet him? 


KKAST Oh, possibly t ntv-some-odd years ago. 

Rice. Twenty-some-odd vears ago. Would you say it was in the 1920's? 
iN rev. To we d say e latter par of the 1920’s es, SIT 

Ric What were t Insta { of vour meeting Cost lo? 

I | CO di nT emt r 

i I \ l lon’t re I \ ere you met } n? 

hk reL. No 

Rice. During the 1920's did vou engage in any enterprise with Costello? 
O'CONN¢ Suppose vou specifv, Cou 

Rr Anv bus! : prise, anv legitimate enterprise? 

\ASTEL. No \Ilv answer is ‘‘No.”’ 

| ict \ itin 17 ernte nr es? [Pa < 

( iRMAN. Wha \ answer, Mr. Kastel? 
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Mr. kK ASTEL. It is so long ago I don’t rememb 3 \Ir. senator | lon’t believe 
I engaged in any enterprises in the 1920’s with Mr. Costello 

Mr. Rice. Were you in the bootleg business with him? 

Mr. KasteL. I refuse to answer on the ground that it ma tend to incriminat 
me. 

Mr. Rice. Now, sir, are you under an indictment? 

Mr. Kastreu. I am not. 

Mr. Rice. The offense that you have in mind 

The CHAIRMAN. Well, the bootleg business back in the 1920’s certainly woul 
not—I guess the statute of limitations would have run on tha 

Mr. O’Connor. Well, as a matter of fact 

Mr. Rice. Did you engage in the bootlegging business with Frank Costello 
during the 1920's? 

Mr. Kastev. I refuse to answer that question on the ground that the question 
may tend to incriminate me. 

The CHarRMAN. You will be ordered to answer that questior 

Mr. O'Connor. Respectfully decline. 

The CHAIRMAN, Just say vou refuse or 

Mr. Kastrev. I respectfully decline. 

The CHarrMan. O. KK. 


Mr. Rice. Do you refuse on the grounds that the offer a State or Federa 
offense? 

Mr. O’Connor,. I don’t think we have to answer that statement, inasmuch a 
you have ordered us to answer the question. We deeclit ) ( rounds 
we don’t have to elucidate that point and con ie On after it poll You 


ordered us and we refuse. That ends it. 

The CHarrMan. I think we understand, If it is a State offense he has @o right 
to refuse to answer. If it is a Federal offense, under proper conditions he may 
refuse to answer it. 

Mr. Rice. Did you own the property in High Ridge, Conn. 

Mr. Kastreu. Yes. 

Mr. Rice. Was that a residence? 

Mr. Kasteu. Yes. 

Mr. Rice. And what was that valued at? At what value would you place that? 

Mr. Kasteu. I couldn’t savy. 

Mr. Rice. Would you say it was $150,000? 

Mr. Kastrer. I could not put the value on it at this ti 

Mr. Rice. Could it have been over $100,000? 

Mr. Kasten. I couldn’t say 

The CHarRMAN. All right. 

Mr. Rice. What is the closest you could coms 

Mr. Kasreu. I would not want to gues 

Mr. Rice. Could you come within $100,000? 

The CHarrman. Let’s just sav it was a very valuable piece of property 

Mr. O'Connor. May we also ask the purpose of that questi 

The CHarrRMAN. Well, it is to show, I think—it has a good purpose, to show 
what capital he had to start with. 

Mr. O’Connor. That is why we declined to answer the question relating to 
the earlier davs. 

The CHarrRMan. All right. 

Mr. Riee. All right, sir. When did vou first cor » Louisiana? 

Mr. KasteLt. About 1935, 

Mr. Rice. About 1935? 

Mr. Kasteu. Yes, sir. 

Mr. Rice. All right, sir. Have vou been here ever sit 

Mr. KastEeL. Yes, sir 

Mr. Rice. Now, then, when vou came to Louisiana did ou 0 into 
in the Bavou Novelty Co.? 

Mr. Kastex. I refuse to answer that question on the ground that the que 
mav tend to incriminate me. 


The CHarrRMAN. You will be directed to answe1 at estion, Mr. Kast 
Mr. Kastev. I respectfully decline to answer it 
The CHAIRMAN. Then tell us what vou came to oulsiana tor what j 
vou went into, and who got vou to come. 
Mr. O’C INNOR, We would rather that the counse for tl Oo! tee propou { 


that question to us, Senator. 
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The CHatrMan. All right. 

Mr. Rice. Were vou connected with the Bayou Novelty Co. at any time? 

Mr. Kastevt. What is the question? 

Mr. O’Connor. He says, were you connected with the Bayou Novelty Co.? 

The CHarrMan. All right, what is the answer? 

(No response heard. 

The CuatrmMan. We have got to get along, gentlemen. Let’s either get the 
questions and get the answers or your refusal to answer. The question is, Were 
you connected with the Bayou Novelty Co. in Louisiana? 

Mr. Kastret. My answer is “Yes.”’ 

The CHarrMan. All right. 
Mr. Rice. All right, sir. What was your connection? 

Mr. Kastex. I just don’t quite understand the question. What do you mean 
about my connection? 

Mr. Rice. Did you have an interest in the Bayou Novelty Co.? 

Mr. O’ConNoR 





You asked him that and we said yes, we were connected with 
it. 

Mr. Rice. Did you have an interest in it, a financial interest? 

Mr. Kasteu. I did. 

Mr. Rice. Did you own stock? 

Mr. Kasten. It was not a stock company. 

Mr. Rice. What type of company was it? 

Mr. Kasten. It was a partnership. 

Mr. Rice. Who were the other partners? Were you a partner? 

Mr. KastTev. Yes, I was a partner. 

Mr. Rick. Who were the other partners? [Pause.] Were they not G. R 
Brainar@, Dudley Geigerman, and Harold Geigerman? 

Mr. Kasrei. That is correct. 

Mr. Rice. All right, sir. What has become of Brainard? 

Mr. Kastrev. He is dead. 

Mr. Rice. Now, then, did anyone share Brainard’s interest? 
Moran, alias Brocato, share Brains 

Mr. Kastrev. I could not say 


Did Jimmy 
rd’s interest? 
I would have to sce the records. 
Mr. Rice. Is it possible that had a half interest in Brainard’s interest? 
Mr. Kasre.. Mr. Moran is here. I'd rather you ask him the question. 
Mr. Rice. You say that you were a partner, sir. 
Mr. Kasreu. Right. 
Mr. Rice. The question is directed to you: Did Moran have an interest in 
Brainard’s interest? 
Mr. Kasten. I don’t know. 
Mr. Rice. Now, sir, what 
percentage did each partner have 
Mr. Kasrev. I would not answer that question offhand without the records. 
Mr. RIcE Do vou have access to the records? 
Mr. Kasteu. I believe I have. 
Mr. Rice. Where are the records? 
Mr. Kastrev. We have them stored away, sir, somewhere. 
Mr. Rice. And thev ean be located? 
Mr. KASTEI 1 believe so 
Mr. Rice. Now, sir, who are the Geigermans? Are they related to Frank 
Costello? 
Mr. Kastreu. That is correct. 
Mr. Rice. In what way? 
Mr. Kastev. By marriage 
Mr. Rice. Is it not true that Loretta Costello is a Geigerman; her maiden 
name was Geigerman? 
Mr. Kaste.. That is correct. 
Mr. Ri Costello’ , 
Mr. Kasrex. Ti 
Mr Ru I i i Costello | ave any interest in the Bavou Novelty Co ? 
Mr. Kasten. I could not answer that question. 
Mr. Ric 
He had half « 
Mr. 








the distribution of the partnership? What 





Is it not true that Costello had a 50-percent interest in your interes 
rf 


KastTev. I believe it was a joint venture. 
Mr. Ricr Bet weer yvourst if and Coste llo? 
Mr. Kasteu. | believe so; ves, sir 
Mr. Rice. So that vou and Costello were 50-50 in vour share‘ 





en 
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Mr. Kasteu. That is right. 
Mr. Rice. All right, sir. What was the business of the Bayou Novelty 


1] 


9 


Mr. Kastreu. I refuse to answer that question on the grounds that the question 


may tend to incriminate me. 
Mr. Rice. Was it not a slot machine distributing company? 


Mr. Kastrex. I refuse to answer that question on the ground that the questi 


may tend to incriminate me. 

The CHarrMaNn. Operating slot machines in 1940, or now, is not a violat 
the Federal law. 

Mr. O’Con NOR. Perhaps not. 


The CHuarrmMan. So I will have to direct that vou answer t 1 oO 

Mr. O’Connor. No. It is a law in the parish of Orleans, may it please ‘ 
Honor, and it is not only that; it is part of the income-tax scher that 
ants in this proceeding were brought before hearing in an in¢ e-tax 
there are other things that may grow out of them. 

Now we have answered you honestly and sincerely to the extent that 





Mr. O'Connor. Please let me finish, Senator, if you d Lk 
you ha i lot of business to attend to o our hand | i i La 
the position of ttorney, and la gol to trv to defe ( 

Vou, sil 

Now vou have as lus « I lestions We ha ‘ ( it w 
in there, that we ere parti , other pr le are pa I 1] , 
riven vou the information, and vou have the books, and 
vou the books, but when vou ask us up to a question whe this hat 
tend to incriminate, I say to you, sir, in all fairness, that w nt 
to answer that que tion. 

The CuatrMan. Well, the only thing is, I was trving to s 


Mr. O’Connor. Because even in the Hal f Cons 
The CuarrmMan. Of course, Mr. Counsel, the law is, 1 


with me, that whatever privile tl witnes | 
the privileges that the law entitles ] to 

Mr. O’Connor. Under vour law, sir, vou o i 

The CHatmMan. We it is not for I » pr 
something that mi incriminate him under the State 

Mr. O'Connor. We claim under that 

The CHarrmMan. That has been definitely held bv several 


Mr. O'Connor. We claim, sir, under the Federal laws and Sta we. 1 








what immunity we claim it 3 aon t »¢ eidate i 

The CnHatrMan. That is all | We don’t ask vou to | 1 

Mr. O'CONNOR. Thank Vou, Sil 

The CrAtRMAN (continuing). Except this has been a considerably long 
ago I don’t know what Federal laws it might tend to incriminate vou 
under. Anyway, shall we have an agreement that we understand 
client refuses to answer it it is on the ground that it might tend to inerin 
him, without stating that, and unless I otherwise direct, C el, that 
considered that I directed vour client to answer in case he ret ltoa 


Mr. O’Connor. That is correct, sir. 

The CuHarrMan. Is that all right with vou, Mr. Kastel? 

Mr. Kastreu. Yes, sir. 

Mr. O’Connor. Except in points that might be going a le far a 
I also reserve the right, mav it please Your Honor, to obj 

The CHarrMan. Yes, that is agreeable. 

Mr. O’Connor. Is that understood? 

The CuHarrMan. That is understood. 

Mr. O’Connor. Thank you, sir. 

The CHatrRMAN. All right, let’s get on as quickly as an, nov 

Mr. Rice. Did not the Bavou Novelty Co. pure! 1 1,200 slot 1 
from the Mills or Jennings Co. in Chicago? 

Mr. Kasrer. Would you mind repeating the questi 

Mr. Rice. Did not the Bayou No tv Cc 1 ! 200 \ 
either the M or Jennin Co. in Chicago for shipment to ] lls 

Mr. Kasre.. I refuse to answer that question, sir, the ground ma 
incriminate me. 





The CuarrMan. Well, did it buy slot machines and whi Phat 


what we want to know. I don’t care about how many. Did it t 
machines? 
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Mr. O'Connor. He wants to know whether the Bayou Novelty Co. bought any 
slot machines. 

Mr. Kasrev. I believe they did. 

Mr. Rice. All right, sir. How many machines did they buy? 

Mr. Kasrev. I could not say. 

Mr. O’Connor. I think that the Senator, just before that - 

The Chairman. All right, we won’t ask that. 

Mr. O'Connor. Said he was only interested in whether or not they bought 
them; not how many. 

The CHarrMan. I will keep faith with you. 

Mr. O'Connor. I am trying to cooperate with you. 

The CuarrMan. I will keep faith with you. I said I was not interested in how 
many. Mr. Kastel said they bought some machines. We won’t ask how many. 
From that point, go ahead. 

Mr. Rice. Did you or do you have any interest, either directly or indirectly, 
in the Mills Co., manufacturers of slot machines, in Chicago? 

Mr. Kaste.. My answer is “No.” 

Mr. Rice. Do vou have any interest either directly or indirectly in the Jennings 
Co., manufacturers of slot machines? 

Mr. Kaste.. The same answer. 

Mr. O’Connor. “Same answer.”’ By that you mean ‘‘No’’? 

Mr. Kasrer. I mean ‘‘No.”’ 

Mr. Rice. Now, sir, when these machines were delivered to New Orleans what 
was done with them? 

Mr. Kasrex. I couldn’t answer that. 

Mr. O’Connor. You have a right to decline 

Mr. Kastreu. I decline to answer that question, sir, on the same grounds; on 
the grounds it may tend to incriminate me. 

Mr. Ricr. Now, sir, is it not true that on January 8, 1934, the National City 
Bank of New York received authorization from the Mills Noveity Co. to transfer 
$75,000 from their account to the account of Phil Kastel in the Sterling Bank in 
connection with a slot-machine deal? 

Mr. O’Connor. Have you got a copy—may I see that, if vou have that there, 
sir? Have you anything there that supports that? May I see that if you 
have it to show my client to see if he can answer that? 

Mr. Rice. Let’s see if he can answer it without seeing it. 

Mr. O’Connor. No, sir. We decline to answer that unless this committee 
shows us that. I think we are entitled to that, Senator. 

The CHarrMan. Well, I may tell you, Mr. O’Connor, that what counsel is 
realins from is a memorandum of this committee and it seems to be no official 
document. 

Mr. O’Connor. You mean it is a memorandum, with no official document 
from the Mills Co.? 

The CuHarrMan. It is a memorandum, apparently taken from the books of the 
Mills Co. and the National City Bank, giving the date of it, and what-not, of the 
loan and the transfer. 

Mr. O’Conxor. Has he a photostat of it, sir? I think we are entitled to see 
that, sir, for the purpose of looking it over and refreshing our memory. He is 
asking a question here about 1934. 

Mr. CuarrmMan. Mr. O’Connor, after all, counsel is asking the witness a 
question. The witness either knows whether this is true or he doesn’t know, 
or if he does not know, why, let him make any explanation he wants to about it. 

Mr. ©O’Connor. That is correct, Senator. 

The CuatrmMan. But I have never heard where it is necessary to get a certified 
copy of something before you could ask a question. 

Mr. O’Connor. All right, sir. Go ahead and proceed but I object to the 
question. Il would like the objection to be registered. 

Mr. Ries. All right, sir. In 1934, did you, Philip Kastel, draw a check to the 
Mills Noveltv Co. in the amount of $50,000 on the National City Bank? 

\ 


response, 


VU t 

Mr. Rice. A certified check. 

Mr. Kastet..It is'so long ago I cannot remember what happened in 1934. 

Mr. Rice. Is it possible? 

Mr. Kastrex. It is possible if you have a copy of the check. 

The CyarrMan. Read the first part of the question to which he said he did 
not know. 

Mr. Rice. Is it possible if we have a check, then, that on January 24, 1934—— 
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Mr. Kasteu. If you have a photostatie copy of acheck. How can [remember 
15 vears ago? I can’t remember what I did 2 weeks ag 

Mr. Rice. Well, it is possible, then. 

The CHAIRMAN. Mr. Kastel, after all, $50,000 even 15 vears ago was a lo 
of money, you know. 

But now, what was the first part, about 1934? Let’s ask about that. 

Mr. Rice. In 1934, on January 8, were you connected in a negotiation whereby 
the National City Bank received authorization from the Mills Novelty Co. to 
transfer $75,000 from their account to the account of Philip Kastel in the Sterling 
Bank? 

Mr. O’Connor. For what purpose? 

The Cyarrman. Well, I believe that is the question. The question has been 
asked. 

Mr. Rice. That is what we would like to know, the purpose 

The CuHarrMan, Is that true or not, or do you know? 

Mr. O’Connor. We would like to know, Your Honor, what you are trying 
sa : 

The CuarrMan. Mr. O’Connor, the question is very clear. He knows whether 
there was a transaction of that sort or not. If he wants to tell about it let him 
tell about it. 

Mr. Kasreu. I would have to consult with the Mills people to find out and 
refresh my memory. I can’t tell vou offhand. 

Mr. Rice. Now, sir, you did have some transactions with the Mills Co., 
didn’t you? 

Mr. Kastev. Not with the Mills Co., no. I have had some transactions with 
the Mills Co. This particular transaction you are referring to I can’t say. | 
would have to refresh my memory. 

Mr. Rice. How will vou refresh your memory, sir’ 

Mr. Kasten. I would have to call one of the Mills and ask them about 

Mr. Rict. I see, whatever they sav. 

Mr. Kasten. We will talk about it and see if they can refresh mv memory I 
an not trying to parry. I am serious about it; if “an swe he st 
truthful, I will answer it. ‘You don’t want me to guess at i 

Mr. Rice. Now, sir, were the slot machines obtained from the Mills ¢ 
distributed in New Orleans? 

Mr. Kaste,. What was the question again, 

Mr. Rice. The slot machines that were receiy 
put them in locations in the city of New Orleans? 

Mr. Kasten. [ refuse to answer that question on the grounds that it may t 
to incriminate me. 

Mr. Rice. In 1935, did vou place machines in the citv of New Orleans? 

Mr. Kastex. I refuse to answer that question on the grounds that that 
may tend to incriminate me. 

Mr. Rice. All right, sir. Do you recall the Pelican Novelty Co.? 

Mr. Kasten. Yes, I do. 

Mr. Rice. Did you have an interest in the Pelican Novelty Co.? 

Mr. Kasten. I did. 

Mr. Rice. What was that interest? 

Mr. Kastrex. I can’t tell vou offhand without looking at the recor 

Mr. Rice. All right, sir. Was that a company or partnership? 

Mr. Kastev. I believe that was a partnership. 

Mr. Rice. And who were the partners? 

Mr. Kasteu. I will have to look at the records. 

Mr. Rick. Were you a partner? 

Mr. Kastreu. I believe I was. 

Mr. Rice. Was Jimmy Moran a partner? 

Mr. Kasten. You'd have to ask Moran. 

Mr. Rice. I am asking you. 

Mr. Kasten. I can’t sav. 

Mr. Rice. Who were the other partners? 

Mr. KastE.. I can’t say. 

Mr. Rice. Was one of them Dudlev Geigerman? 

Mr. Kasteu. | can’t say. 

Mr. Rice. Didn’t Dudley Geigerman manage the Pelican Novelty Co 

Mr. Kastev.. He might have managed it, ves. 

Mr. Rice. He is the man vou referred to as the brother-in-law of Frank Costello? 

Mr. Kaste.. That is correct. 


o 
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Mr. Rice. What functions did you have with the Pelican Novelty Co.? What 
were your duties? 

Mr. Kasrev. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Rice. Weren’t you the manager before Dudley Geigerman? 

Mr. Kasre.. I refuse to answer that questioning on the grounds that it may 
tend to incriminate me. 

Mr. Rice. Did the Pelican Novelty Co. handle slot machines? 

Mr. Kasrev. I refuse to answer the question on the ground it may tend to 
incriminate me. 

Mr. Rice. Didn’t the Pelican Novelty Co. also handle pinball machines? 
_ Mr. Kasrex. I refuse to answer that question on the ground it may tend to 
incriminate me. 

Mr. Rice. During what years was the Pelican Novelty Co. in operation, 
approximately? 

Mr. Kasre.. I couldn’t say without the record. 

Mr. Rice. All right, sir, was it in the thirties? 

Mr. O’Connor. I’m trying to find out. Not exactly, approximately. 

Mr. Kasrex. I don’t know which company was first, whether it was the 
Pelican or the Bayou. 

The CuatrMan. If I may interpose, the Bayou Novelty Co. was a corporation, 
and you had that in 

Mr. KasreL. Bayou Novelty Co. was a corporation? 

The CHAIRMAN. I think it was, or a partnership; one or the other. 

Mr. Rice. A partnership. 

The CuHarrman. A partnership. Then the Pelican Novelty Co. followed the 
Javou. 

Mr. Kasrext. The Pelican followed. 

The CHatrmMan. With substantially the same business and the same partners. 
Isn’t that true? 

Mr. O’Connor. The Pelican was after the Bayou. 

The CuatrMaNn. The Pelican was after the Bayou. 

Mr. Rice. What was the reason for the change? 

The CuHatrMan. Did Frank Costello also have half of your interest in the 
Pelican just like he did in the Bayou? 

Mr. Kasten. No, sir; I believe Mr. Costello had a direct interest in the Pelican, 
if my memory serves me right. 

The CHAtRMAN. So you had your full interest and he had his. 

Mr. Kasre.. By himself. 

The CHartrRMAN. Directly by himself? Excuse me, I’m sorry. 

Mr. Rice. Go ahead, 

The CuarrMan. Mr. Rice was just asking what was the reason for the change 
of the name of the companies, if you know? 

Mr. Kasteu. I believe one of the companies went out of business, and there 
was a time elapsed, and then the other company was a fresh, brand new company 

Mr. Rice. Now, when the Pelican Novelty Co. appeared, did they take over 
the same assets and equipment that the Bayou Novelty Co. had? 

Mr. Kasrev. I couldn’t answer that question. 

Mr. Rice. Were they in the same type of business? 

Mr. Kasrev. I refuse to answer on the ground the question may tend to 
incriminate me. 

Mr. Rice. What was the business? 

Mr. Kasreu. I refuse to answer the question. The question may tend to 
incriminate me. 

Mr. Rice. Was it an illegal business? 

Mr. Kasre.. I refuse to answer the question. 

Mr. Rice. Was it an illegal 

Mr. Kasten. I refuse to answer the question on the same grounds: on the 
grounds it may tend to incriminate me. 
~ Mr. Rice. Did it do any business? 

Mr. Kastrev. I refuse to answer the question on the grounds it may tend to 
incriminate me. 

Mr. O’Connor. I think that last question was irrelevant and immaterial 
whether it had done any business. 

The CHarRMAN. It was an awfully easy question to answer. 

Mr. O’Connor. No; but I think, even though it is easy, Senator, it is irrelevant 
and immaterial and just one of those injections in there— 
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The CHarrMAN. All right. 

Mr. Rice. Now, sir, we have in the Pelican Novelty Co., Kastel, Costello 
Geigerman. Who else? 

Mr. Kasreu. | couldn’t sav without the records. 

Mr. Rice. Was Moran in there? 

Mr. Kastrev. I couldn’t say without the records. 

Mr. Rice. How many men were there? 

Mr. Kasten. I could not answer without the records 

Mr. Rice. What is your best recollection? 

Mr. Kastex. I wouldn’t want to take a guess. 

Mr. Rice. I might refresh your recollection: Didn’t Jimmy Moran have an 
interest? 

Mr. Kasre.. If it’s on the record, he has it. 

The CHarrMAN. Well, do you remember whether he had an interest or no 

Mr. Kasten. I couldn’t remember offhand 


Senator. his is a technieal in, 


tigation and I am not going to lay myself open for perjury with Mr. Rice or 
anvbody else here. 


The CuarrRMan. All right. 

Mr. Rict. All right, sir. ‘Tell us about the Louisiana Mint Co: when did that 
start? 

Mr. Kastrev. I can’t remember. 

Mr. O'CONNOR. Have you got the record when it started there! You might 
ask us that question, and if we know about the dates, we might know. 

Mr. Rice. Mr. Counsel, please. 

Mr. O’Connor. I know, sir, but you asked if 

Mr. Rice. He is the witness. 

Mr. O’Connor. He is the witness, but he has told vou he can’t remember but 
he’d try to cooperate with vou. If vou will ask him 

The CuarrMan. All right. 

Mr. O’ConNor. Senator, may I finish? 

The CuHatrMan. No: that’s all right. Suppose vou 

Mr. O’ConNor. You asked him if it was 1918 or 1920, and if he can answer you 


| 1 

he will answer vou. 

The CHairnMAN. All right, sir. Now, maybe I can be the peacemaker here 
Mr. O’ConNor, No, sir; it is not a peacemaker, it’s a question of standing on 


your rights. 

The CHAIRMAN. All right. Of course the witness knows, and he’s been asked 
about the Louisiana Mint Co., but in ease his memory is vague, apparently the 
Louisiana Mint Co. followed the Pelican Novelty Co., operated from Deeember 
1942 to up in 1948, and each of them seem to be at 2601 Chartres Street in V 
Orleans, La. 

Now, Mr. Rice, go ahead. 

Mr. O’Connor. Thank vou, sir. That, Senator, is just what we wants 

Mr. Rick. Was the Louisiana Mint Co. a partnership? 

Mr. Kasteu. I believe it was 

Mr. Rice. Were you a partner? 

Mr. KASTEL. Yes, sir. 

Mr. Rice. Who were the other partners? 

Mr. Kasten. I ecouldn’t say offhand without the records 

Mr. Rice. Was Frank Costello a partner? 

Mr. Kastreu. I believe he was. 

Mr. Rice. What interest did vou have? 

Mr. Kasreu. I can’t answer that question without the reeords. 

Mr. Rice. Did you have 22% percent? 

Mr. KASTEL. I cannot answer that question without the record. 

Mr. Rice. What interest did Costello have? 

Mr. Kasten. You will have to ask Mr. C 

Mr. Rice. Was Jack Lansky a partner? 

Mr. Kasteu. Yes. 

The CHarrMAN. Jack Lansky, let’s identify him. Is that the one in New York 
or Florida? 

Mr. Kastreu. The one in Florida. 

Mr. Rrer. Is he a brother of Maver Lansky? 

Mr. KasteL. Yes, sir. 

Mr. Rice. Did Jack Lansky have an interest? 

Mr. Kasten. I believe he did. Yes, sir. 

Mr. Rice. Did Dudley Geigerman have an interest? 





I 


ello. 
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Mr. KastTeE.. I couldn’t say without the records. 

Mr. Rice. Did Freddie Rickerfor have an interest? A. G. Rickerfor of New 
Orleans? 

Mr. Kastew. I believe he did have. 

Mr. Rice. Now, sir, did Thomas Hill have an interest? 

Mr. Kasrev. Mr. Hill? 

Mr. Rice. Yes. 

Mr. KastTeEL. Yes, sir; Mr. Hill had an interest. 

Mr. Rice. And Peter Hand? Did Peter Hand have an interest? 

Mr. Kasteu. I don’t believe Mr. Hand had an interest with me—with the 
company. I believe he had a part of an interest with Mr. Hill. 

Mr. Rice. I believe you are correct. 

Mr. KastTe.. Sir? 

Mr. Rick. I believe you are right. 

Mr. O’Connor. Good; for once 

Mr. KastTeu. For once 

The CHatRMAN. We are making headway. 

Mr. Rics. Now, sir, what was the business of the Louisiana Mint Co.? 

Mr. KasTEu. I refuse to answer that question, sir, on the ground that the 
question may tend to incriminate me. 

Mr. Rice. Let’s see if [ am correct on that. Was that not also slot machines? 

Mr. Kasteu. [ refuse to answer that question, sir, on the grounds that the 
question may tend to incriminate me. 

Mr. Rice. Why did they use the word “Mint” in the name? 

Mr. O’Connor. Is that material and relevant, Mr. Rice? I ask vou that in 
all fairness; I mean why was the name “ Mint” used in the company? 

The CHairMan. I think it may have some important answer, Mr. O’Connor. 

Mr. O’Connor. I bow to your judgment, sir. 

The CHatRMAN. Do you know why they used the name ‘‘Mint’’? In other 
words, did the machines they have also when you put something in bring out a 
package of mints? 

Mr. Kastiev. They would bring out a package of mints; yes, sir. 

The CHAIRMAN. All right, that’s a good answer. 

Mr. Rice. Did anything else come out besides mint, if you were lucky? 

The CHarrRMAN. Well, let’s get it this way: This was substantially the same 
business that you started out back with the Bayou Novelty Co. and it came 
through these various companies or partnerships. Is that correct, Mr. Kastel? 

Mr. Kastre.. Pretty much so, Senator. 

The CHarrMan. All right. 

Mr. Rice. Now, sir, did there come a time when the Louisiana Mint Co. filed 
a lawsuit against some people in New Orleans, some city officials for $117,000? 

Mr. Kastrew. I refuse to answer that question on the grounds 

Mr. O’Connor. I submit the record speaks for itself, and the records in the 
matter of the public record of the court of jurisdiction of this city have records 
and 

Mr. Rice. If he brought the suit we would be entitled to know 

Mr. O’Connor. It speaks for itself, I suggest 

The CHarRMAn. Well, Mr. O’Connor, we won’t go on the technical rules of evi- 
dence in an investigative committee. The record speaks for itself. We can get 
the record and put it in our record, which we will do. The witness is being asked 
whether the Louisiana Mint Co. filed a suit against certain city officials in the city 
of New Orleans. I believe the mayor was one of them, and some others. If he 
will answer the question, we will get along. 

Mr. O’Connor. Yes; you filed the suit. They want to know if vou filed the 
suit, for damages. Would you mind phrasing that question again, Mr. Rice, I am 
trving to 

Mr. Rice. Yes. Did the Louisiana Mint Co. file a suit for $117,000 against 
certain officials in the city of New Orleans in 1946? 

Mr. O’Connor. Yes. 

Mr. Kaste.. The answer is “‘Yes.” 

Mir. Rick. What was the reason for that suit? 

Mr. O'Connor. For damages. 


Mir. KASTEL. lor damages. 

Mr. Rice. For what? 

\ IK ASTEL. For seizing equipment. 
Mr. Ric} What type of equipment? 
Mr. Kasre.. Vending machines. 
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Mr. Rice. What type of vending machines‘ 
Mr. KasteE.. Five-cent vending machines. 
Mr. Rice. Five-cent vendiag machines. 
Mr. KastTe.. Yes, sir. 

Mr. Rice. What did they vend? 

Mr. Kasten. Mints. 

Mr. Rice. Anything else? 

(No response.) 

The CHarrRMAN: I guess they’d pay off if you were lucky, so let’s 

Mr. Ricr. Did not the city police seize some 650 of these slot machines? 

Mr. O’Connor. Wait a minute. We object to vour calling them that, now. 
I mean, if our answer is going to be it. We are going to answer the way we an- 
swered the machiues that were seized. 

The CuatrMan. Well, Mr. O’Connor, you don’t determine the way the witness 
answers. He answers on his own. 

Mr. O’Connor. No; but I am his attorney, Senator. I hate—it is not my dis- 
position or method to argue with people. I am very jovial as a rule and get along 
very rapid and easily with people but I must say that if he asks him—he said 
machines; vending machines. Now counsel puts it as slot machines. 

The CHatRMAN. Well, let’s sav vending and/or slot machines. 

Mr. O’Connor. That’s all right with me, then, Senator. 

The CHarrMan. All right; go ahead, Mr. Rice. 

Mr. Rice. Did not the city police seize some 650 of the company’s machines 
and break up 390 of them? 

Mr. Kastex. I don’t know how many they seized or how many they broke up. 

Mr. Rice. Didn’t vou file suit? 

Mr. Kasre.. I couldn’t tell vou without the record as to the exact amount. 

Mr. Ricre. Now, sir, at that time vou had a substantial number of other 
machines in the company. What become of the other machines? Vending 
machines? 

Mr. Kastet. There were no other machines to my knowledge outside of what 
they seized. 

Mr. Rics. If I might refresh vour recollection, your record indicates there was 
a substantial number of other machines at that time. 

Mr. Kasreu. No, sir. 

Mr. Rice. Now, then, is your answer, at the time that those machines were 
seized those were the only machines that the Louisiana Mint Co. had? 

Mr. Kasten. As far as I know they were the only machines the Louisiana 
Mint Co. had. Yes, sir. 

Mr. Ricr. Now, sir, weren’t you the manager of the company? 

Mr. KastTe.. NO, sir. 

Mr. Rice. Who was the manager? 

Mr. Kastre.. Mr. Geigerman. 

Mr. Rice. What was your job? 

Mr. Kastreu. I had a financial interest. 

Mr. Rice. Yes, sir. Now, what was the extent of your financial interest? 

Mr. Kasvreu. I can’t tell you without the record. 

Mr. Rice. All right; approximately? 

Mr. Kastet, I cannot answer that question. 

Mr. Rice. All right, sir. As a matter of fact, you were receiving upward of 
$50,000 a year from your investment, were you not? 

Mr. Kasreu. You have the records there. 

Mr. Rice. I am asking you. 

Mr. Kastev. I can’t answer that question without the record. 

Mr. O’Connor. He admitted he owned the machines; he admitted he had an 
interest in the business. 

The CuarrMan, All right, Mr. O’Connor, that’s a fair question whether he was 
receiving——— 

Mr. O’Connor. Well, Senator, will you let me illustrate why I asked that 
point, or am I going to be stopped before I finish. He admits he had an interest 
in the business, he admits he owns the machines. That is the purpose of your 
inquiry. Does he have to be called upon to testify how much money he made 
out of it? 

The CuatrMan. We want to know approximately how much. 

Mr. O’Connor. I object to it. Just let it be noted in the record then. 

The CHarrMan. Very well. 

Mr. Rice. Did Carlos Marcello have any interest in that company? 


§. Rept. 124, 82-13 
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Mr. KasteE.. No, sir. 

Mr. Rice. Was not he a salesman? 

Mr. KasteE.. No, sir. 

Mr. Rice. Now, sir, let’s go back to those machines that were seized. I want 
to make real sure now that those were the only machines owned by the company 
at that time. 

Mr. Kastev. I can’t answer that question without the record. You are trying 
to trap me into things and I am trying to help this committee. 

Mr. Rice. No; we want to know what became of the other machines. 

Mr. Kastev. Well, your attitude is not right at all. 

Mr. Rice. We are not bothered about the attitude- 

Mr. O’Connor. He wants to know—— 

Mr. Kaste.. I don’t care what he wants to know, I am not going to be harassed, 
I am trying to help the committee, Counsel. 

Mr. Rice. All right, sir. Let’s try to find out what happened to these other 
machines. There were 600 there stored. Is that correct? 

Mr. KastTEv. How is this going to help the committee? 

The CHarrMAN. That’s all right, Mr. Kastel, you answer the questions, and 
I will judge that. 

Mr. Rice. Isn’t it true that just prior to the time those machines were seized 
that you removed other machines? 

Mr. Kastre.. Not to my knowledge; no 

Mr. Rice. Were there other machines? 

Mr. Kasteu. I won’t say; I would say “No.” 

Mr. Rice. Why were those machines stored? 

Mr. KasteEv. I couldn’t answer that question. 

Mr. Rice. All right, sir. You are in business now to make money. Is that 
correct? Isn’t that right? 

Mr. KastTet. Not right, not always. 

Mr. Rice. You are in an enterprise for profit, and you have 600 machines. 
Now, sir, can you tell me how those machines are making money in storage? 

Mr. Kastev. No; they couldn’t make any money in storage. 

Mr. Rice. What were they doing in storage? 

Mr. KasTeEv. Being repaired. 

Mr. Rice. These 600 machines were being repaired? 

Mr. Kaste.. They were doing nothing: just being repaired and repainted. 

Mr. Rick. Now, who was repairing and repainting them? 

Mr. Kastev. The repair people. 

Mr. Rice. Where were they stored? 

Mr. Kasrev. In the building at 26 — whatever the number is, 2601 Chartres, 
I believe. 

Mr. Rice. Who were they stored with? 

Mr. KasTeL. In the company. 

Mr. Rice. What company? 

Mr. KasTEt. In the Louisiana Mint Co. 

Mr. Rice. That was the company that you participated in? 

Mr. KAsTEL. Yes, sir. 

Mr. Rice. Who were the people that were repairing them? 

Mr. KastTet. I couldn’t tell you the names. 

Mr. Rice. Did you have any machines out on the street at that time? 

Mr. Kaste., No, sir. 

Mr. Rice. All of them were off location and back in the company? 

Mr. Kastev. Off location and back inside. 

Mr. Rice. So that you had all the machines available to you stored for repair 
at that time? 

Mr. KasTeL. Far as I know. 

Mr. Rice. Do you contend that that is good business? 

Mr. O’Connor. I object to that; that is irrelevant and immaterial whether 
that is good business or not when the machines are in the warehouse, 

The CuarrMan. All right, let’s get on. 

Mr. Rice. Now, as a matter of fact, wasn't the heat on in town and you had 
directed that those machines be removed out of sight and stored? 

Mr. Kastev. I don’t know what you mean by the “‘heat.”’ 

Mr. Rice. You don’t know what the “heat” is? 

Mr. Kastreu. No. 

Mr. Rice. Now, then, wasn’t it true that at that time some of those machines 
which were out on location and couldn’t be placed in that building were sent to 
Carlos Marcello? 
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Mr. Kastre.. Not to my knowledge. 

Mr. Rice. Is it possible? 

Mr. Kasrefu. It is not possible. 

Mr. Rice. Where did the other machines go? 

Mr. Kasreu. I don’t know. 

Mr. Rice. Well, now, you had a substantial number, more than 600, where 
did they go? 

Mr. Kasteu. Not to my knowledge. Whatever was there shows in the record. 

Mr. Rice. What became of them? 

Mr. KasreEu. I don’t know. 

Mr. Rice. Now, sir, you indicated you were a party in interest: you have a 
substantial investment there. What has become of the additional machines which 
were not seized? 

Mr. Kastret. I do not know. 

Mr. Rice. To this day you do not know? 

Mr. Kastreu. To this day I do not know. 

Mr. Rice. Do you want to stand by that answer? 

Mr. KastTe.. Yes, sir, I do. 

Mr. Rice. Are they still owned by the company? 

Mr. Kasre.,. Sir? 

Mr. Rice. Are they still owned by the company? 

Mr. Kasreu. I don’t know where they are. 

Mr. Rice. They just disappeared? 

Mr. Kasreu. I don’t know. 

Mr. Rice. Didn’t you make it your business to find out? 

Mr. Kasteu. I wasn’t there to watch them. 

Mr. Rice. You weren’t there to watch them. Were they stolen? 

Mr. Kasreu. I couldn’t say. 

Mr. Rice. Is it possible they were stolen? 

Mr. Kasten. It’s possible. 

Mr. Rice. Did you make a complaint they were stolen? 

Mr. Kasteu. No, sir. 

Mr. Rice. What became of the machines, Mr. Kastel? 

Mr. Kasrev. I do not know. 

Mr. Ricr. Now, sir, have you heard of the Crescent Musie Co? 

Mr. Kasrev. Yes, I have. 

Mr. Rice. What is that? 

Mr. KasteEu. It is a company that would supply music boxes to locations. 

Mr. Rice. Is that a corporation? 

Mr. Kasrex. I don’t know what it is. 

Mr. Rice. Is it a partnership? 

Mr. Kastev. I believe it a partnership, I am not sure. 

Mr. Rice. Do you have an interest in it? 

Mr. Kastre.. Not today; no. 

Mr. Rice. Is it defunet now? 

Mr. KastgEu. Yes, sir. 

Mr. Rice. Was succeeded by what? The F. A. B. Distributing? 

Mr. KastEu. No, sir. 

Mr. Rice. What happened to it? 

Mr. Kasre.. The company was liquidated and sold out. 

Mr. Rice, Now, then that company started on July 23, 1943, did it not? 

Mr. Kasre.. If you have the record, that must be correct. 

Mr. Rice. I am asking you. 

Mr. Kasteu. I don’t know without any records. 

Mr. Rice. Is that approximately right? 

Mr. Kasteu. No, sir. 

Mr. Rice. When did it start in your estimation? 

Mr. Kasteu. I would have to see the record. 

Mr. Rice. When do you think it started? 

Mr. Kastev. I wouldn’t want to think. 

Mr. Rice. Didn’t you have—Oh, you wouldn’t want to think. 

Mr. Kastev. No; not about that; not to give you exact dates, no. 

Mr. Rice. All right, sir. You don’t want to think the record says it started on 
July 23, 1943, and continued until 1948. The company was first owned by Jack 
Jaffe. Who is he? 

Mr. Kasteu. He is the man that owned the company. 

Mr. Rick. Where does he live? 

Mr. Kastrev. He is deceased. He’s passed out. 
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Mr. Rice. Now, was he related to Jacob Jaffe of the Mills Novelty Co.? 

Mr. Kasre. I never knew a Jacob Jaffe of the Mills Novelty Co. 

Mr. Rice. Where did Jack Jaffe come from? 

Mr. Kasteu. New York. 

Mr. Rice. Was Jaffe formerly with you and Costello and Kastel in the Mid- 
town Novelty Co. of New York? 

Mr. KastTEL. I refuse to answer that question on the grounds it may tend to 
incriminate me. 

Mr. Rice. I see. Now, did you ever have an office at Room 1108,. 1860 Broad- 
way, New York City? 

Mr. Kaste.. I refuse to answer that question. The question may tend to 
incriminate me. 

Mr. Rice. Did you not have an office in that room with Frank Costello? 

Mr. Kasre.. I refuse to answer that question. The question may tend to 
incriminate me. 

Mr. Rice. Have you ever been in that room? 

Mr. Kastex. I refuse to answer that questioning on the ground that it may 
tend to incriminate me. 

Mr. Rice. What was the business of the Crescent Musie Co.? What com- 
modity did they deal in? 

Mr. Kastre.. They handled music boxes, jukeboxes and records. 

Mr. Rice. Musie boxes, jukeboxes and records where? 

Mr. Kasreu. In the city of New Orelans. 

Mr. Rice. And distributed them to locations? 

Mr. KasTe.. Yes, sir. 

Mr. Rice. Did Jimmy Eisenburg have an interest at any time? 

Mr. KasteL. The name sounded familiar but I believe that was an interest of 
Mr. Jaffe’s. 

Mr. Rick. Yes; now didn’t Mrs. Loretta Costello have an interest? 

Mr. Kasrev. Yes, sir. 

Mr. Rice. What was your answer to Loretta Costello? 

Mr. Kasre.. My answer was “Yes,”’ 

Mr. Rice. Was she in the company at the same time you were? 

Mr. Kasrev. Yes, sir. 

Mr. Rice. She is the wife of Frank Costello? 

Mr. Kasre.. That is correct. 

Mr. Rice. She had 25 percent interest? 

Mr. Kastev. I couldn’t say about the percentage; it is so long. But she had 
an interest. 

Mr. Rice. She had a half of vour interest, did she not? 

Mr. Kastre.. No, sir; she had an interest, a participating interest in the 
company. 

Mr. Rice. I see. Now, didn’t you buy the company at one time, yourself, 
1944? 

Mr. Kasre.. I believe it was a company that was purchased from someone. 

Mr. Rice. Yes. Now, vou bought the company, did you not, and sold a half 
interest to Mrs. Loretta Costello? Isn’t that correct? 

Mr. Kastev. Facts happen so fast; possibly about the same time. 

Mr. Rice. Ia other words, it was a simultaneous transaction? 

Mr. KasreL. You have the date; vou have the record, 

Mr. Rice. On paper you took it over, but she actually had a half interest all 
the time. 

Mr. Kasten. She put up her money and had a half interest in the company. 

Mr. Rice. What became of that company? 

Mr. Kastrev. That company went out of business. 

Mr. Rice. Get anything from Dan Cohen? 

Mr. Kasteu. Sir? 

Mr. Rice. Did the company buy anything from Dan Cohen? 

Mr. KasteE.. I believe so. 

Mr. Rics. What did they buy from Cohen? 

Mr. Kasteu. I couldn’t tell you offhand without the record. 

Mr. Rice. Didn’t they buy musie boxes from Dan Cohen? 

Mr. Kasre.. Some; some music boxes. 

Mr. Rice. Anything wrong with the music boxes? 

Mr. Kastre.. Not to my knowledge. 

Mr. Rice. Did the company make money? 

Mr. Kasrex. I would say ‘‘No.”’ 
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Mr. Rice. Did Dudley Geigerman have any connection with the Crescent 
Musie Co,? 

Mr. Kasteu. No, sir. 

Mr. Rice. Didn’t he help on the selling route, or location route, collections? 

Mr. Kasten. No, sir. 

Mr. Rice. Are you sure about that? 

Mr. Kastre.. Not to my knowledge. 

Mr. Rice. Isn’t it true that Geigerman was functioning then on a collection 
route for the Louisiana Mint and at the same time for the Crescent Music Co.? 

Mr. Kasreu. NO, sir. 

Mr. Rice. Are you sure about that? 

Mr. Kastreu. Pretty sure. 

Mr. Rice. Certain? 

Mr. Kasten. Pretty certain. 

Mr. Rice. That is way back, now. 

Mr. Kasreu. I know, but I know Geigerman had no connection as far as col- 
lection of any money for the Crescent Musie Co. 

Mr. Rice. All right, sir. In connection with those jukeboxes, or automatic 
musie devices: Were those caused to be a member of any association, a member 
of any phonograph operators association? 

Mr. Kasrext. Not to my knowledge. I don’t believe the Crescent Musie Co. 
was a member of any organization. 

Mr. Rice. Did you ever hear of the Phonograph Operators Association of 
New Orleans? 

Mr. Kastrev. Did I ever hear of what? 

Mr. Rice. The Phonograph Operators Association of New Orleans. 

Mr. Kasret. NO, sir. 

Mr. Rice. Did you ever hear of George Brennan? 

Mr. Kasteu. Yes, sir. 

Mr. Rice. What was his job? 

Mr. Kastrev. I couldn’t say. 

Mr. Rice. Wasn’t he president of that association? 

Mr. Kastreu. I couldn’t say. 

Mr. Rice. Didn’t he collect $2.00 a week from each of the machines? 


Mr. Kasre.. Not to my knowledge. Not from our company? 
Mr. tick. How was the Creseent Musie Co. terminated? What became of it? 
Mr. Kasten. Just couldn’t make any money. It was liquidated, and whatever 


assets were left were sold and some other coneern took them over and paid for 
the assets, and took over the liabilities, I believe. 

Mr. Rice. Who took over the assets, Mr. Kastel? 

Mr. KasreL. The reeord will show. ] couldn’t truthfully tell you the name 
of the company or the individual. The records will show it. 

Mr. Rice. Did Dan Cohen take it back? 

Mr. Kasten. No, sir; some other local operator here. 

Mr. Rice. It was sold locally? 

Hr. Kasteu. Yes, sir. 

Mr. Rier. All right, sir, now coming down to the Beverly Country Club 
when was that establishment started? 

Mr. Kastet. I believe it was in 1945. 

Mr. Rice. 1945. Now, tell us how you happened to become connected with 
the Beverly Country Club? 

Mr. Kastev. If vou don’t mind asking the questions, I'll try to answer them. 
I am not going to sit here and tell you a big, long story. 

Mr. Rice. My question is, how did you become connected? Did you buy 
into it yourself? Did vou buy the whole club?) What happened? 

Mr. Kasreu. I just leased it. 

Mr. Rice. Did you lease it as an individual? 

Mr. Kasten. No, sir. 

Mr. Ries. From whom did you lease it? 

Mr. Kasten. I leased it from A. G. Rieckerfor. 

Mr. Rice. Now, you are talking about the land and building? 

Mr. Kastreu. Yes, sir 

Mr. Rice. Was Mr. Rickerfor the owner? 

Mr. Kasten. Yes, sir. 

Mr. Rice. Is he still the owner? 

Mr. Kasten. No, sir. 

Mr. Rick. You subsequently bought it? 


’ 
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Mr. Kasteu. Subsequently it was taken over. 

Mr. Ricr. Now, when you say “We leased it,’”’ who is “we’’? 

The CHarRMAN. That is a corporation? 

Mr. Rice. Yes. 

The Cuarrman. Ask him if it is a corporation. 

Mr. Rick. You say ‘‘We leased——”’ 

Mr. Kasrev. It was leased by whoever had an interest in the company at that 


time, which the records will show. 


Mr. Rice. I understood you to say that ‘‘We leased it from Mr, Rickerfor.”’ 


Is that right? 


Mr. Kasre.. That is right. 

Mr. Rice. Who are you referring to when you say ‘‘We’’? 

Mr. KasreL. The people who are interested in the company today. 

Mr. Rice. Who are they? 

Mr. Kasre.. You have the records there. 

Mr. Rice. You tell me. 

The CuarRMAN. Ask him some specific questions. 

Mr. Rice. It is a going company today. Isn’t that right? 

Mr. Kasteu. That’s right. 

Mr. Rice, Who are the parties in interest? 

Mr. Kastrer. Myself, Mr. Costello. 

Mr. Rice. Now, as of the moment then, the owners are you and Mr. Costello? 
Mr. Kasrext. And some others. 

Mr. Rice. Who are the others? 

Mr. Kasret. Mr. Marcello. 

Mr. Rice. What Marcello? 

Mr. Kastre.. Carlos Marcello. 

Mr. Rice. Who else? 

Mr. Kastev. Mr. Rickerfor. 

Mr. Rice. And who else? 

Mr. Kastevt. And Dudley Geigerman. 

Mr. Rice. All right. What is the percentage of interest, now? 

Mr. KastEv. You will have to look at the records to find that out. 

Mr. Rice. All right, we’ll see if this isn’t so: Phillip Kastel, 47% percent; 
Frank Costello, 20 percent; A. G. Rickerfor, 174% percent; Carlos Marcello, 12% 
percent; and Dudley Geigerman, 2% percent. 

Mr. Kasteu. That sounds about correct. 

Mr. Rice. That is according to your stock records, sir? 

Mr. KasTeEL. Yes, sir. 

The CuarrMAn. May I ask. I thought Lansky had an interest. 

Mr. Kaste.. He did have an interest, Senator. It was sold about—I believe 


almost 2 years ago. 


Mr. Rice. Now, the property was acquired in 1945, you say? 

Mr. KastTeEt. I believe Rickerfor acquired the property. 

Mr. Rice. Yes. And did you form a corporation‘ 

Mr. Kasteu. And leased it to us. 

Mr. Rice. Did you immediately form a corporation? 

Mr. Kastrev. I couldn’t say whether it was immediately or afterward. 

Mr. Rice. When Lansky had an interest, was it a corporation then? 

Mr. KastTEt. Yes, sir; I believe it was. 

Mr. Rice. Who else besides Lansky was in there? 

Mr. Kastev. You have the names there. That’s all. Whatever names show 


in there. 


Mr. Rice. Was Lansky the only other one besides the names that have been 


mentioned? 





Mr. KasTEL. Yes, sir. 

Mr. Rice. Which Lansky was it? 

Mr. Kasrev. Mayer Lansky. 

Mr. Ricr. Mayer Lansky? 

Mr. Kastew. Yes, sir. 

Mr. Rice. In the Louisiana Mint it was Jack Lansky, his brother? 
Mr. Kasteu. Yes, sir. 

Mr. Ricr. This was his brother, Mayer? 

Mr. Kastet. That’s right. 

Mr. Rice. Did Jack Lansky have an interest in this? 

Mr. Kasrex. No, sir. 

Mr. Rice. Are there any parties 

Mr. O’Connor. Wait a minute. Did Jack Lansky have an interest in what? 
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Mr. Kaste.t. No. 

Mr. Ricr. In the Beverly? 

Mr. Kastrex. The answer is ‘‘No.”’ 

Mr. Rice. Jack had an interest in the Louisiana Mint. 

Mr. Kastev. That’s right. 

Mr. Rice. Mayer in the Beverly. 

Mr. Kastrev. That’s right. 

Mr. Rice. What percentage of interest, or what amount of investment did 
Mayer Lansky have? 

Mr. Kasrev.. The records will show that. 

Mr. Rice. You tell us. 

Mr. Kasreu. I can’t tell you offhand without the records, 

Mr. Rice. What became of him? 

Mr. Kastre.. What do you mean “what became of him’’? 

Mr. Rice. Who bought his interest? 

Mr. Kasreu. I bought his interest. 

Mr. Ricm. What did vou pay for it? 

Mr. Kasten. You will find that in the records. I can’t tell you offhand. 

Mr. Rice. A hundred thousand? 

Mr. KastEL. Whatever the book value was. 

Mr. O’Connor. I object to that on the ground it is not pertinent to this in- 
vestigation. He’s admitted an interest; he has admitted he’s bought it, and the 
things you wanted to find out and all that, and specially when we have an income 
tax here next week. I object to that. 

Mr. Rice. At the time that Mayer Lansky was in the company what percentage 
of interest did he have? 

Mr. Kastex. The records will show that. 

The Cuairman. I think he had 12% percent. 

Mr. Kasrtet. I believe it is more than that, Senator, but the record will show it; 
I cannot remember what the records show. 

Mr. Rice. What do you believe it was? 

Mr. Kastev. I am not going to think; I am not going to guess. You have the 
records. 

Mr. Rice. Now, did you produce the stock records? 

Mr. Kasten. Yes, sir. 

Mr. Ricr. Take a look at the stock records and tell us exactly what Mayer 
Lansky had. 

(Mr. Kastel examined the documents.) 

The CuarrMan. All right. What was the amount of stock he owned? What is 
the total amount? 

Mr. Kaste.. I think about 20 percent. 

Mr. O’Connor. About 20 shares of common stock. 

Mr. Kasreu. I think that is about what it was: about 20 percent. It shows 20 
shares. 

The CaarrMan. All right. 

Mr. Rice. Does anyone have an interest in your interest, Mr. Kastel? 

Mr. Kasrev. No, sir. 

Mr. Rice. Does anyone have an interest in your interest? 

Mr. KastTeEL. No, sir. 

Mr. Rice. You own it entirely in your own right? 

Mr. Kasten. Yes, sir. 

Mr. Rice. Do you know Bugsy Siegel? 

Mr. KastTEL. Do I know him? 

Mr. Rice. Yes. Did you know him? 

Mr. Kasteu. Yes, I knew him slightly; yes. 

Mr. Rice. Was he a partner of Mayer Lansky? 

Mr. KasTev. I couldn’t say. 

Mr. Rice. Did Bugsy Siegel have an interest? 

Mr. Kasteu. I could not say. 

Mr. Rice. Did he have a part of Mayer’s interest? 

Mr. KasteL. Not to my knowledge. 

Mr. Rick. Why did Mayer Lansky sell? 

Mr. Kasreu. I couldn’t say. 

Mr. Rice. What was the deal? You bought it from him. 

Mr. Kastev. The proposition was not making enough money to suit him, I 
guess. 

Mr. Rice. Was it making enough money to suit you? 

Mr. Kastev. Not particularly. 








24 


Mr 
Mr 
Mr 


PROCEEDINGS AGAINST PHIL KASTEL 


. Rice. Why did you buy it? 


. Kasteu. I thought it would be all right for me. 


. Rice. Now, sir, at the time that Mayer Lansky had an interest in the club, 


were you forwarding copies of a financial statement to Mayer? 
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. KasteLt. Was I? No. 

. Rice. Was the club? 

. Kasten. No. 

. Rrce. Was he receiving copies of the financial statement? 
. Kastev. I could not say. 

. Rice. Did he have an accountant? 

. Kasreu. I believe he had an accountant; ves. 


. Rice. And what was the name of the accountant? 


. Kasreu. | think it was an accountant by the name of George Goldstein. 
. Rice. He was in New Jersey? 

. Kastex, | think so. 

. Rice. In Newark? 

. Kastreu, I think so. 

. Rrer. Is not he also an accountant for some people in Florida? 

. Kasteu. I could not say. I don’t know the man’s business, 

. Rice. Is he an accountant for you? 

. Kasten. No, sir. 

. Rice. Is he an accountant for Costello? 

. Kasret. Not to my knowledge. I don’t know. 

. Rice. Is he an accountant for Rickerfor? 

. Kasrex. I don’t know Rickerfor’s business. 

. Rice. Is he an accountant for anyone connected with Beverly, except 
r? 

. Kasret. You will have to ask him. I am only talking for myself, sir. 

. Rice. Well now, sir, the Beverly, in which you were the controlling party, 
anager, or principal, here, was sending financial statements to Goldstein. 


Is that not right? You would send a monthly statement up there? 
Mr. Kasret. I never sent a monthly statement to him. 


Mr 


. Rice. Who keeps the books, or who has kept the books of the company 


locally here? 


Mr 
Mr 
Mr 
Mr 
Mr 
Mr 
Mr 


. Kasret. You mean the certified—the c. p. a.? 


. Rice. Yes. 

. Kasret. Charles Murphy. 

. Rice. Was Murphy instructed to send statements to Goldstein? 

. Kasrev. It is possible. 

. Rice. Possible. Now, sir, with that possibility 

. O'Connor. May I ask by whom he was instructed? Ask him that. 


Mr. Ricr. Yes. I would like to know that. 


By 
Mr 
or sor 


whom was he instructed to do that? 
. O'Connor. You asked the question, Was he instructed by Mr. Kastel 
neone else? That is what we want. 


The CHarrRMAN. All right. Was he instructed and by whom was he instructed 


to se! 


Mr 


id 


. Kasreu. I don’t know by whom, Senator; it might have been Mr. Lansky 


himself. 
The CHAIRMAN. But you know he was instructed to send them up there? 


Mr 


. KASTEL. So it appears. 


The CHAIRMAN. All right. 


Mr 


. Rice. Now, sir, Mayer Lansky sold his interest in 1948. Is there any 


reason for sending financial statements to Goldstein after that date, the date of 
the sale? 


Mr 
matic 
or the 

Mr 

(N« 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Mr 


. KastevL. No particular reason. Only that it might have gone along auto- 
ally in case he did receive them. It would not be my instructions one way 
» other. 
tice. Did you ever cancel the instructions? 
) response. ) 
Rice. Is Goldstein receiving statements today? 
KasTEL. Not to my knowledge. 
tice. Is it possible? 
KASTEL. It is possible; ves. 
Rice. Now then, what is the business of the Beverly Club? 
KaAsTeL. It is a restaurant and night club. 
Rice. Restaurant and night club. Now, anything else? 
. Kastev. We sell liquor. 
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Mr. Rice. Anything else? Does it have a casino? 

Mr. KastTe.. I refuse to answer that question on the ground the question may 
tend to incriminate me. 

Mr. Rice. On your books and records where the word ‘‘Casino”’ is used, what 
do you mean by that? 

Mr. Kasre.. I refuse to answer that question on the grounds the question may 
tend to incriminate me. 

Mr. Rice. Is that the same as the restaurant? 

Mr. Kasreu. I refuse to answer that question, sir, on the ground that the 
question may tend to incriminate me. 

Mr. Rice. Where vour books and records use the words ‘“‘Win” and ‘‘Lose,” 
does that refer to the restaurant? 

Mr. Kasteu. I refuse to answer that question on the grounds that the question 
may tend to incriminate me. 

Mr. Rice. Does it refer to the casino? 

Mr. KastTeu. I refuse to answer that question, on the same grounds. 

Mr. Rice. Does it refer to gambling? 

Mr. KastTev. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Rice. What is your title in connection with the club? 

Mr. Kasreu. I am the president. 

Mr. Rice. You are the president. 

Mr. Kastru. And general manager. 

Mr. Rice. And general manager? 

Mr. Kasrev. Yes, sir. 

Mr. Rice. All right, sir. Now then, you do the hiring and firing? 

Mr. Kasreu. Not always. 

Mr. Rice. Who is in charge of that? 

Mr. Kasten. IT have some assistants. 

Mr. Rice. How many emplovees do you have? 

Mr. Kastrev. The records will show it. 

Mr. Rice. How many emplovees do vou have? 

Mr. Kasrex. Possibly in the neighborhood of 120 or 130. 

Mr. Rice. About 120 or 130? 

Mr. Kastet. More or less. 

Mr. Rice. What is your total payroll, weekly? 

Mr. Kasten. I could not tell you that offhand, without the records. 

Mr. Rice. Now, sir, are all of those 130 employees employed in either the 
restaurant or the night club phase? 

Mr. Kastrer. Would you mind phrasing that question again? 

Mr. Rice. Are all the employees employed in the restaurant? 

Mr. KastEu. I refuse to answer that question. 

Mr. Rice. Do you have employees in the casino? 

Mr. Kasteu. I refuse to answer that question on the grounds it may tend to 
incriminate me. 

Mr. Rice. Now, sir, is Mr. Murphy here? 

Mr. O’Connor. I don’t know. Do you know? 

Mr. KastEu. I could not say. I don’t know. Call his name out. 

The CHAIRMAN. Let’s go to smething else. 

Mr. Rice. Now, sir, possibly we can stipulate a little bit here. The committee 
staff has examined the books, with the assistance of Mr. Murphy, the accountant. 
Possibly we can work out one or two things. 

The CHarrRMAN. Let’s state what you find the books show and ask him if that 
is true. 

Mr. Rice. We find the books and records for the fiscal year ending November 
30—yvou work on a fiscal year? 

Mr. Kasteu. That is right. 

Mr. Rice. 1949, reflect that the restaurant had an income of $494,038.65, and 
that there were expenses of $1,093,989. Therefore, that year there was an oper- 
ating loss, in the restaurant, of $599,950.35. Now, that is what the books show. 
Do you have any other business besides the restaurant? 

Mr. Kastrev. Under that roof? 

Mr. Rice. Yes. 

Mr. KastTEv.. No, sir. No—I refuse to answer that question on the ground it 
may tend to incriminate me. 

Mr. Rice. Now, the restaurant lost a half million dollars, Do you have any 
other business that keeps it alive? 


8. Rept. 124, 82-14 








26 PROCEEDINGS AGAINST PHIL KASTEL 


Mr. Kasre.. I refuse to answer that question on the ground it may tend io 
incriminate me. 

Mr. Rice. For the same period, according to your books, the income from the 
casino was $93,119—no cents. The expenses for the casino were $261,568.42. 
Accordingly, the profit for the casino was $677,550.58. This is according to your 
books. Now, sir, you, in response to the subpena turned in copies of your Federal 
income tax return for the same year, 1949. We find that on the Federal income 
tax—— 

Mr. O’Connor. Wait a minute. Are you going into his Federal income tax 
now? May I ask that question, Mr. Rice? 

Mr. Rice. No, we are going to ask him 

Mr. O’Connor. Questions relating to Federal income tax? 

Mr. Rice. No, we are asking him questions relating to the income and 
expense 

Mr. O’Connor. As based from his Federal income tax? 

Mr. Rice. Mr. Counsel, you may decide. We will ask the questions. 

The CuHarrMan. Are these from the records and books? 

Mr. O’Connor. I think inasmuch as you have ruled that—— 

The CHarrRMAN. All right. 

Mr. Rice. Now, sir, from an examination of the income tax return that you 
have supplied in response to the subpena I find a slight discrepancy there: That 
the casino expenses which were shown on the books previously at $261,568.42 
were recorded in the tax return at $699,027.52. 

Mr. O’Connor. I am gomg to object to all this on the following grounds: 
This committee was given the authority by the President to look into the income 
tax returns of individuals. We returned that to vou. But to make them public, 
I don’t believe that this committee, even with the lax rules that it has, has the 
right to go into that, and I sincerely object to that and urge my objection to that. 

The Cuatrman. Mr. O’Connor, we are not—These are records you brought in; 
not anything we got—— 

Mr. O’Connor. In accordance with your subpena, sir, so that you can look at 





them. The Federal Government says you can. The President gave you the 
right for the first time in history to go into the income tax returns, to look at them 
to help your committee. We did not want to hinder your committee; we let your 


committee have these things; in conformity with that we complied, but to make 
them public, I don’t think that was ever the intention, and we object strenuously. 

The CuarrMan. Well, of course, we would have the right. We are not using 
anything we got except what we got from you, sir. 

Mr. O’Coxnor. Under the authority of the Senate resolution, sir. 

The CHarrRMAN. No, sir; the authority of the Senate resolution is for us to get 
them somewhere else. What we are referring to we got from you. Anyway, the 
point is, and the question is, one place you charged off a whole lot, you showed 
you lost a lot of money in the restaurant, and the other place you showed you 
made a lot of money in the restaurant, and we are just wondering how the books 
are kept that way. 

Mr. Kasrex. Senator, I couldn’t answer that without the c. p. a. I am not 
an auditor and I am not a bookkeeper. The man gets paid for that work and I 
would appreciate it if you would ask him, 

The CuatrmMan. We will ask him, then. 

Mr. Rice. All right, sir. As the president of the company do you charge in 
your books expenses fer entertainment and advertising to the restaurant or the 
casino? 

Mr. Kasteu. I refuse to answer that question on the grounds it may tend to 
incriminate me. 

Mr. Rice. Is it not true you charge all those expenses to the restaurant, in the 
books? 

(No response.) 

Mr. Rice. Can you explain that shift in expenses, sir? 

Mr. KasTe.. I could not tell you offhand without the record. You have the 
record in front of you. You will have to call the c. p. a. 

Mr. Rice. All right, sir. Now then, who are the officers of the corporation? 

Mr. Kasten. You have the record there. 

Mr. Rice. You are the president. Who is the vice president? 

Mr. KastTeEu. I could not tell you offhand, without the record. 

Mr. Rice. Who is the treasurer? 

The Cuarrman. Mr. (Ralph) Mills, look at the books and let’s refresh the wit- 
ness’ recollection, if he doesn’t know. 
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Mr. Rice. Mr. Kastel, you are the president of the corporation. Who are the 
other officers? 

Mr. Kasrev. You have them there in the records. 

Mr. Rice. Let’s look at them. You have them down there. 

Mr. Kastex. I have not seen them. 

Mr. Rice. Who are the other officers? Don’t you know? 

Mr. Kastrev. I couldn’t tell you offhand. 

Mr. Rice. You don’t know? 

Mr. Kasre.. I could not tell vou offhand. 

Mr. Rice. You are the president of the corporation. You don’t know who 
your treasurer is? 

Mr. Kastrevt. You have it on record. 

Mr. Rice. You don’t know who your vice president is? Who are your board 
of directors? 

Mr. Kasrev. You have the record there. 

Mr. Rice. Are you a member of the board of directors? 

The CuarrMan. Mr. Kastel, it doesn’t make any difference whether we have 
the record or not. You know who the vice president and the treasurer, and so 
forth, are. Tell us about it. Or if you know who the board of directors are, 
whether we have the record or whether we have not. 

Mr. Kastet. I cannot answer that question. 

Mr. Rice. Are you a member of the board of directors? 

Mr. Kasre.. Yes, sir. 

Mr. Rice. Who else is on the board of directors? 

Mr. Kastev. I can’t answer that question. 

Mr. Rice. Can you name one? 

Mr. Kastre.. I can’t answer that question. 

Mr. Rice. Can vou name any other one officer? 

Mr. KasteL. I can’t answer that question. 

Mr. Rice. Now, sir, you are doing a million-dollar business a year; you don’t 
know who the officers are? 

(No response.) 

Mr. Rice. Do you want to stand on that answer? 

Mr. Kasrev.. You have the record there. 

Mr. Rice. Do you realize, sir, that if you refuse to answer when you do know 
the answer it constitutes a contempt? 

Mr. Kastrer. Are you threatening me? 

Mr. Rice. No, I am telling you. 

The CuatrMan. I understand the record book showing who the officers are that 
you did not bring in? 

Mr. O’Connor. Yes, sir. 

Mr. Kasre.. Let me see the record. 

Mr. O’Connor. We gave the committee everything we have. 

Mr. Martin. Not that one. 

Mr. Raueu Miuis. No, not that one. 

Mr. O’Connor. We gave you everything we had. 

The CHarRMAN. Well, the minute book apparently has not been brought in, 
as to who the officers are. 

Mr. O'Connor. I shall be glad to bring it in. There are possibly some changes 
made recently and I don’t want to go on record when I don’t know what I am 
talking about. 

The CuatrMan. Who were the officers before the changes were made? 

Mr. Kasteu. I was the president from the inception. 

Mr. Rice. Who were some of the officers at any time? Mr. Charles Murphy 
is the secretary-treasurer. He is the accountant? 

Mr. Kasreu. He is the accountant; yes, sir. . 

Mr. Rice. He is ac. p. a.? 

Mr. Kasreu. Yes, sir. 

Mr. Rice. In this State. 

The CHarrRMAN. Let’s get any other officers we can get. Who are the other 
officers? 

Mr. Kastrex. I could not tell vou offhand, without the records. 

Mr. Rice. You cannot remember any officers at any time—— 

Mr. Kastre.. No, sir. 

Mr. Rice. In the last 4 vears? 

The CHarrMan. Is Marcello an officer? 

Mr. Kasten. No, sir. I haven’t looked at it. 

Mr. Rice. Costello? 
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Mr. KasreEt. No, sir. 

Mr. Rice. Geigerman? 

Mr. KastE.. No, sir. Not to my knowledge. 

Mr. Rice. Rickerfor? 

Mr. KastTEL. No, not to my knowledge. 

The CuarrMan. Will you have Mr. Murphy bring the minute book up in the 
morning so we can see just who the officers are? 

Mr. Kasteu. Yes, sir. 

Mr. O’Connor. I want to make a notation on that. Who do you want us to 
bring that to, Senator? To vou or to Mr. Rice? 

The CuarrMan. To Mr. Rice. 

Mr. Rice. Now, sir, do the officers receive salaries as officers? 

Mr. Kastev. I would say no, outside of myself. I would say no. The answer 
is ‘“‘No.”’ 

Mr. Rice. Are you the only paid officer? 

Mr. KastEL. No. 

Mr. Rice. Are the other officers paid? 

Mr. KastTeEv. I would have to look at the records. 

Mr. Rice. Are the officers all stockholders? 

Mr. KasteE.. I believe so. They have to be. 

Mr. Rice. Allright, sir. You know who all the stockholders, are, don’t you? 

Mr. KastEL. There may be some small shares, somebody may have one share 
of stock and be an officer. 

Mr. Rice. Oh, I see. Who might that be? 

Mr. KasTEL. I don’t know. 

Mr. Rice. Well, let’s not speculate. Let’s get down to facts here. 

Mr. Kastrev. Well, | do not know. That is my answer. 

Mr. Rice. Is there anyone with an interest of one or two shares? 

Mr. Kasten. My answer is, I do not know. 

Mr. Rice. Is it possible? 

Mr. Kastet. I would not answer it. 

Mr. Rice. I don’t believe your books show that anyone might have one share. 

\r, Waster. Well, you check them and you will find out. 

Mr. Rice. All right, sir. 

Now th n, what does Mr. Frank Costello do for the corporation? 

Mr. Kasten. He does a lot of good will work. 

Mir. Rice. He does good will work? 

Mr. KasTEeL. Yes. 

Mr. Ries. Will you amplify that a little bit? 

Mr. Kastrev. He takes care of, partly, entertainment. 

Mr. Rice. What good will work does he do? 

Mr. hasrev. Telling people about the club. 

Mr. Rice. Telling people? 

Mr. Kasreu. Yes. 

Mr. Rice. Now then, what does he tell them? 

Mr. Kastev. He asks them, when they come to New Orleans, to patronize the 
place. 

Mr. Rics. Now then, where does he do this good will work? 

Mr. KastexL. Wherever he happens to be. 

Mr. Rice. Where is that, mostly? 

Mr. KasteEL. Wherever he happens to be at the time. 

Mr. Rice. Is it sometimes at Hot Springs? 

Mr. KastTeu. Possible. 

Mr. Rice. Sometimes in Florida? 

Mr. Kasteu. Possible. 

Mr. Rice. Sometimes in New York? 

Mr. KastEL. Possible. 

Mr. Rice. Sometimes in Chicago? 

Mr. Kastreu. Possible. 

Mr. Ricr. Now, sir, he does the good will work by telling people when they 
go to New Orleans to do what? 

Mr. Kastreu. To patronize the club. 

Mr. Rice. To patronize the club. 

Mr. KastTEu. Yes. 

Mr. Rice. Now then, what people does he tell? 

Mr. Kastrev. I don’t know. 

Mr. Rice. Does he tell anybody? 

Mr. KastE.. I imagine people he comes in contact with. 
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Mr. Rice. Does he do anything else for the club or the company? 

Mr. KastreEu. He advises with me at times. 

Mr. Rice. He advises with vou. What do you mean by that? 

Mr. Kastrev. About entertainment. 

Mr. Rice. He advises you about entertainment? 

Mr. Kasre.. About entertainment. 

Mr. Rice. I see. Is he an employee of the company? 

Mr. Kasre.. Yes. 

Mr. Rice. Is he on the payroll as an employee? 

Mr. KastTEu. Yes. 

Mr. Rice. Do you pay social security on him? 

Mr. Kasreu. I believe so. 

Mr. Rice. And unemployment compensation? 

Mr. Kasreu. I believe so. 

Mr. Rice. Now, sir, what does he draw for this good will work that he does? 

Mr. Kastrer. The records will show it. 

Mr. Rick. From your own knowledge, what does he draw? 

Mr. Kastre.. From my own knowledge: [Pause.] 

Mr. Rice. All right, sir. I show you a check No. 8 8148 dated October 28, 
1949, of the Beverly Country Club, in the amount of $3,468.80, drawn to Frank 
Costello, 115 Central Park West, New York. 

Mr. Kaste.. Let me see it. 

Mr. Rice. And I ask you what that is for. 

Mr. Kasret. Would you mind looking at the books? I didn’t sign this check. 
Mr. Murphy signed it. 

Mr. Rice. Does Costello draw an even amount, odd amount, or how does he 
get paid? Weekly, monthly? 

Mr. Kastex.. Monthly. 

Mr. Rice. He gets paid that much a month? 

Mr. KastrE.. No. 

Mr. O’Connor. He did not say he was paid that much. He is not referring 
to that. He said this check is not signed by him. 

Mr. Rice. Yes, but he is the president; doesn’t he approve the 
drawn? 

Mr. O’Connor. This is signed by Murphy. 

Mr. Rick. We are asking the witness. Don’t you approy 
drawn? 

Mr. Kasten. Not always. 

Mr. Rice. All right. 

Mr. Kasteu. I didn’t approve that. I didn’t know anything about that. 
I don’t recall this particular check. 

Mr. Rice. Murphy ean draw any check in any amount? 

Mr. Kastrev. He can draw any check necessary; yes, sir, if he sees that the 
records call for it, he can draw it. He has the authority. 

Mr. Rice. How much does Costello draw a month? for his good will 
$867.20? 

Mr. Kastev. I believe that was the figure. 

Mr. Rice. I see two cheeks here dated June and Julv 1950: Check No. 10069, 
dated June 21, 1950, in the amount of $867.20, drawn to Frank Costello, signed 
by Philip Kastel 

Mr. O’Connor. May we see it? 

Mr. Rice. Of the Beverly Country Club. What is that for [handing document 
to counsel]? 

Mr. Kasreu. That is his salary check. 

Mr. O’Connor. Salary check, for his good will? 

Mr. KasvTeu. Yes. 

Mr. O’Connor. Answer it. 

Mr. Kastreu. That is a thousand dollars less the deductions. 

Mr. Rice. Yes, a thousand dollars less deductions for social security. 

Mr. Kastre.. That’s right. 

Mr. Rice. So that he draws a thousand dollars a month, doesn’t he? 

Mr. Kaste., That’s right. 

Mr. Rice. All right, sir. What is the $3,000 check for? 

Mr. Kaste.. You will have to ask Mr. Murphy about that check. 

Mr. Rice. Does Costello draw any money besides his good-will work for which 
he receives a thousand dollars a month? 

Mr. Kastet. No, sir. 

Mr. Rice. Well, here is the check. 
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Mr. Kasret. We will have to ask Mr. Murphy what it is. 

The CuatrMan. Let’s describe the check a little better here: ‘Beverly Country 
Club, check No. 8148, New Orleans, La., October 28, 1949, $3,468.80. Frank 
Costello, 115 Central Avenue Park West. Beverly Country Club, Inc., Charles 
D. Murphy, to Progressive Bank & Trust Co., New Orleans.” And it is 
endorsed ‘Frank Costello” and apparently either cashed or deposited in the 
Corn Exchange Bank in New York, on November 2, 1949. 

Well, these checks speak for themselves. They seem to be a thousand dollars 
a month, with these extra amounts. 

Mr. O’Connor. I think Mr. Murphy can explain that check better than 
Mr. Kastel. 

The CuarrMan. Let them be made a part of the record. 

(The checks were made a part of the record, and are on file with the committee.) 

Mr. Rice. Well now, Mr. Kastel is present. If we find from an examination 
of the records that Costello drew substantially more than the thousand dollars 
a month, what were the additional payments? What*is he entitled to? Any 
dividends? any interest? any other repayment on loans? 

Mr. Kasrevt. He would be entitled to repayment on loans; yes. 

Mr. Rice. Has he loaned the club money? 

Mr. Kasteu. Well, we all have. 

Mr. Rice. You all have. So that it is possible this is repayment of a loan? 

Mr. Kasteu. I wouldn’t say; you will have to ask Mr. Murphy. 

Mr. O’Connor. Tell them. 

The CHartrmMan. Mr. O’Connor, let the—— 

Mr. O’Connor. I want to explain it. I think I can explain it if you will 
ask me. 

The CHarrmMan. Wait just a minute. Move over. Let the witness answer. 
I think you might get him confused. 

Mr. O’Connor. I was going to try to help you. From now on I won’t help 
you if that’s your position in the matter. I was going to try to help you. I 
told him to explain what that check was. 

The CuarrMan. If you can help us we will be glad to have your explanation. 

Mr. O’Connor. I think I am entitled to consult with my client at any time, 
sir. I am not trying to put words in his mouth. 

The CHarrMan. While he is testifying don’t be talking with him. Let him 
do his own talking. 

Mr. O’Connor. I was not talking with him, sir. 

The CHarrMaAn. Well, some noise I heard from down there. 

Mr. O’Connor. There could be a lot of noises buzzing around here, sir. 

The Cuatrman. All right. Let’s go on. 

Mr. O’Connor. I was going to help you, and maybe you would have gotten 
an answer. 

The CHarrRMAN. Well, we will get one on something else. 

Mr. O’Connor. I think I have been very helpful to you gentlemen. 

The CuarrMan. All right, Mr. Rice; let’s carry on. 

Mr. Kaste.. I believe I know what this is, Senator, but I am not sure, and I 
don’t care to answer until I consult with Mr. Murphy tomorrow morning, if you 
don’t mind. 

The CHAIRMAN. Well, do you want to give us your best idea about it? 

Mr. Kastet. My best idea is it was an increase in salary and I believe covers 
about 2 months. That is my best answer. I am not sure. 

Mr. Rice. Now then, sir, an increase in salary in October 1949? 

Mr. Kastet. I think so; I am not sure. 

The CHatrMan. Well, these other checks, though, for a little less than $900 
were 1950, so maybe it was an increase in salary during 1949. 

Mr. Kastet. I believe so. I am not sure; I would rather consult with Mr. 
Murphy. 

The CHatrMan. All right. You consult with Mr. Murphy and we will ask 
him, or you, what it is. 

Mr. Rice. Now then, sir, I believe an examination of the records shows that at 
about that time there was a surplus of some $70,000 to the credit. of the company. 
I take it at that time that Costello’s salary was increased. An examination of 
the records shows that within the next 6 months the company showed a loss of 
some $197,000. How do you account for that? 

Mr. Kastet. The records speak for themselves; if there was a loss there was 
& loss. 

Mr. Rice. This was last winter, from November to March. 

Mr. Kasrtev. If there was a loss there was a loss. 
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Mr. Rice. When is your busy season? 

Mr. Kastext. About this time of the vear; holiday time. 

Mr. Rice. Do you generally lose money in the busy season? 

Mr. KasteL. Sometimes. 

Mr. O’Connor. I object to that; he didn’t savy he lost money at all, sir—I 
withdraw that; pardon me. I withdraw that, Mr. Rice. 

Mr. Rice. Now, sir, you said you paid Costello social security: You paid social 
security fo. him? Is it not true that his social security number, for Frank Costello, 
is 092—22-3576? 

Mr. Kasrex. I do not know. 

Mr. Rice. Can vou find it on the record? 

Mr. Kastrexu. I haven’t looked at that record. 

The CHAIRMAN. All right. If that is what it shows on the record, why that 
must be it. 

Mr. Rice (handing document to witness). Take a look at the record; see if you 
don’t see it there. 

Mr. Kasreu. If it is there, it’s there. I don’t have to look atit. You are good 
enough. 

Mr. Ricr. Now then, who is Louis Joseph Costello? 

Mr. Kastreu. He is an employee. 

Mr. Rice. Is he related to Frank Costello? 

Mr. Kastet. Yes. That is his nephew. 

Mr. Rice. That is his nephew. Now, where is Louis Joseph Costello located? 

Mr. Kastrev. In the city of New Orleans. 

Mr. Rice. What does he do for the Beverly? 

Mr. Kaste.. He works. 

Mr. Rice. What does he do? 

Mr. Kastrev. He works there. 

Mr. Rice. What type of work does he do? 

Mr. CHatrMAN. Well, does he work out in the club? 

Mr. KastrEeL. He works out in the club; yes, sir. 

Mr. Rice. Does he work in the casino or the restaurant? 

Mr. Kastrex I refuse to answer the question about the casino. 

Mr. Rice. Does he work in the restaurant? 

Mr. Kasteu. I refuse to answer the question on the ground it may tend to 
incriminate me. 

Mr. Rice. Did he work in the kitchen? 

Mr. Kasrev. I refuse to answer the question. 

Mr. Rice. Who is Jack T. Costello? 

Mr. Kastrev. Jack T. Costello? 

Mr. Rick. Yes. He shows on your payroll a number of times: Jack T. Cos- 
tello. 

Mr. Kaste.. I do not know. 

Mr. Rice. You don’t know him? 

Mr. Kasre.. No. 

Mr. Rick. Now then, Charles Murphy, the accountant: Is he paid on a fee 
basis or on a salary basis? 

Mr. Kastrev. On a salary basis. 

Mr. Rice. So that he is an employee. Do you deduct social security? 

Mr. KastTev. I wouldn’t say whether it is on a salary or fee basis. He gets 
paid for his work. I don’t know how technical it is. 

Mr. Rice. Is social security deducted from payments for Mr. Murphy? 

Mr. Kastrev. I don’t know; I couldn’t say. 

Mr. Rice. Can you check the records and find out? 

Mr. Kastrer. You can ask Mr. Murphy; that is the simplest way. 

Mr. Rice. How about asking you? You know. 

Mr. KastTe.. I would have to check it. I don’t know; I couldn’t say. 

Mr. Rice. What are his arrangements? 

Mr. KasteL. He’s an accountant and looks after all the books and records of 
the company. 

Mr. Rice. Now, does he work in the club? 

Mr. Kastev. At times he works in the club; yes, sir. 

Mr. Rice. Is he the same as Charles J. Murphy who appears on your payroll? 
Is he the same as Charles D. Murphy, the e. p. a.? 

Mr. Kasteu. Charles B. Murphy is ac. p. a. 

Mr. Rice. Yes. Do you have a Charles J? 

Mr. Kaste.. Charles J.? 

Mr. Rice. Yes. 
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Mr. Kastet. Not to my knowledge. I don’t know who Charles J. is. 

Mr. Rice. Allright. Now then, how about E. F. Broussard? Who is he? 

Mr. Kastet. He is connected with Mr. Murphy’s office. 

Mr. Rice. Is he paid on a salary basis? 

Mr. Kasrev. He is not paid by this company; only for extra work that he does 
at times. 

Mr. Rice. He does what, at times? 

Mr. Kastet. Sometimes he may do some extra work. 

Mr. Rice. Now then, sir, when he does extra work and you pay him, do you 
deduct social security? 

Mr. Kastet. I don’t say; I imagine it is deductible. 

Mr. Rice. Your records show September 30, 1950, there was a payment of $600 
to Broussard for social security; does that refresh your recollection? 

Mr. Kasreu. That it was deducted, you say? 

Mr. Rice. Yes. 

Mr. Kasten. Well, if it is there it was deducted. 

Mr. Rice. Now then, Solly Rappaport: Is he an employee? 

Mr. Kastet. I refuse to answer that question. 

Mr. Rice. You refuse to answer whether or not Solly Rappaport is an employee? 

Mr. Kasreu. On the ground that the question may tend to incriminate me. 

Mr. Rice. What does Solly Rappaport do for Beverly? 

Mr. Kasrev. I refuse to answer that question on the ground that the question 
may tend to incriminate me. 

Mr. Rice. How about Mitchel A. Italiano? Does he work for the Beverly? 

Mr. Kasreu. I don’t know him. 

Mr. Rice. You never heard of Mitchel A. Italiano. Do you have an employee 
named Italiano? 

Mr. Kasteu. No, sir; I don’t believe so. 

Mr. Rice. Have you ever had? 

Mr. Kastrev. It may be possible. 

Mr. Rice. If the records show you have an employee? 

Mr. Kastreu. If the records show, then it is possible. 

Mr. Rice. Now then, Peter Jose ph Marcello: Is he an employee? 

Mr. Kastev.. I refuse to answer that question on the grounds that the qu 
may tend to ineriminate me. 

Mr. Rice. The record shows that Peter Joseph Marcello is an employee. 
What doe S he do? 

Mr. Kastre. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Ir. Rice. Is he a relative of Carlos Marcello? 

Mr. Kaste.. I believe he is. 

Mr. Rice. What relation? 

Mr. Kasrex.. His brother. 

Mr. Rick. Do you know him? 

Mr. Kastrer. I know him; ves. 

Mr. Rice. What does he do for a living? 

Mr. Kasteu. I refuse to answer that question on the grounds that it may tend 
to incriminate me. 

Mr. Rice. What does Carlos Marcello do for a living? 

Mr. Kastrrev. You will have to ask him, 

Mr. Rice. To vour knowlege. 

Mr. Kastet. I don’t know. 

Mr. Rice. Isn’t it true that Peter Joseph Marcello works in the casino at the 
club? 

Mr. KasTeu. I refuse to answer that question on the grounds that the question 
may tend to incriminate me. 

Mr. Rice. All right. Anthony J. or Louis Cominotto: Is he an employee? 

Mr. KastTe.. Yes, sir. 

Mr. Rice. What does he do? 

Mr. Kastev. He is a chef. 

Mr. Rice. He’sachef. Now then, sir, what are your arrangements? Are you 
paid quarterly, weekly, monthly? 

Mr. Kastrev. Some departments it’s weekly, and some department it is bi- 
weekly. 

Mr. Rice. You personally, as president; how are you paid? 

Mr. Kasten. Monthly. 

Mr. Ricr. Now then, do you draw a salary? 

Mr. Kastex. Yes, sir. 
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Mr. Rice. And in addition to your salary, do you have any other income from 
the club? 
Mr. KastTeEu. No. 
Mr. Ricr. You are on a straight salary? 
Mr. Kasreu. Yes. , 
Mr. Rice. Now then, don’t you also draw dividends? 
Mr. Kasreu. If there are any dividends I would draw them; sure. 
Mr. Rice. What controls the declaration of dividends? Who decides that? 
Mr. Kasre._. The amount of money on hand would decide that. 
Mr. Rice. Yes. Now, who gets together and decides t« 
Mr. Kaste.. The accountant. 
Mr. Rice. The accountant does the deciding? 
Mr. Kasrev. And myself. 
Mr. Rice. You assist him? 
Mr. Kasrev. Sir? 
Mr. Rice. Do you assist him? 
Mr. Kastev. Do I assist the accountant? 
Mr. Rice. Yes. 
Mr. Kaste.. No. In what way? 
Mr. Rice. What formula does he use for arriving at the amount of the 
Mr. Kasrev. I don’t know. 
Mr. Rice. You are the president of the company. 
Mr. Kasrev. I don’t know. 
Mr. Rice. You are disbursing some of the assets. W1 
-countant have? 
Mr. Kasreu. I don’t know. 
Mr. Rice. You don’t know? 
Mr. Kasrer. I haven’t given him any instructions recently. 
Mr. Rice. Did you ever give him any instructions? 
Mr. Kastev. I have given him a lot of instructions. 
Mr. Rice. Relating to dividends? 
Mr. Kastev. I couldn’t answer that question. 
Mr. Rick. Now, sir, the club is located in Jefferson Parish? 
Mr. Kastrev. Yes, sir. 
Mr. Rice. Who is the sheriff in Jefferson Parish? 
Mr. Kastev. Frank J. Claney. 
Mr. Rice. Do you know him? 
Mr. Kastev. Slightly. 
Mr. Rice. Has he been in the club? 
Mr. Kastreu. No, sir. 
Mr. Ric . Never been in the elub? 
Mr. Kaste.. Not to mv knowledge 
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Mr. Rice. Now, sir, isn’t it true that the club is open to the p iblie? 
Mr. Kaste.. Yes, sir. 

Mr. Rice. And Clanev has never been in the club? 

Mr. Kasre.. Not to my knowledge. 

Mr. Rice. Is it possible he has been there without your knowledge? 


Mr. KASTI L. ] couldn’ t answer that 

Mr. Rice. Now, sir, isn’t it true that the club operates outside the law? 

Mr. Kastev,. Sir? 

Mr. Rice. Isn't it true that the club operates outside the law? 

Mr. Kasreu. I refuse to answer that question on the ground that the 
may tend to incriminate me. 

Mr. Rice. How do you make the arrangements to operat 
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rate that way 
Mr. Kasreu. I refuse to answer that question on the grounds that the question 
may tend to incriminate me. 
Mr. Rice. Has any money been paid to any law-enforcement officer from the 


club? 
Mr. Kasrev. I refuse—what was that question? 
Mr. Rice. Has any money been paid to any law-enforcement officer from th 
club? 
Mr. Kasteu. ‘‘Any law-enforcement officer from the club.” 
Mr. Rice. Yes. 
Mr. O’Connor. He means, did you pay anybody. 
Mr. Kastevt. Did I pay anybody? No. My answer is “No.” 
Mr. Rice. You are quite sure of that? 
Mr. Kasrev. My answer is “No.” 
Mr. Rice. Has any law-enforcement officer drawn any money from the 
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Mr. Kastrexu. No. 

Mr. Rice. Has any money been paid to any law-enforcement officer, indirectly, 
from the club? 

Mr. Kasteu. No. 

Mr. Rice. Do you know Paul Cassagne? 

Mr. KasTe.. Yes, sir. 

Mr. Rice. What is his job? 

Mr. Kasreu. I believe he is a deputy sheriff. 

Mr. Rice. Has he ever been in the club? 

Mr. KasTev. I have seen him in the club. 

Mr. Rice. What was he doing in the club? 

Mr. Kastreu. He came to ask me to put some men to work. 

Mr. Rice. Yes, sir. Now, who did he ask you to put to work? 

Mr. Kastev. Oh, I couldn’t remember the names now. Heasked me on several 
occasions if I had any room to put some men to work for him. 

Mr. Rice. Yes, sir. Now, where did those conversations take place? 

Mr. KastTEL. Sometimes downstairs in an office. 

Mr. Rice, And sometimes in your upstairs office? 

Mr. Kastet. No; I have no office upstairs. 

Mr. Rice. All right, sir. Has Cassagne ever been in the casino part of the club? 

Mr. KasTet. I refuse to answer that question on the grounds that the question 
may tend to incriminate me. 

Mr. Rice. Has Cassagne ever been in the casino part of the club with you? 

Mr. Kastev. I refuse to answer that question on the ground the question may 
tend to incriminate me, 

Mr. Rice. As you go in the front door of the club, what is located immediately 
on your right? Is there a room there? 

Mr. Kasrev. I refuse to answer that queston on the ground that the question 
may tend to incriminate me. 

Mr. Rice. Is it not true that in the room immediately to your right there are 
dice tables and roulette wheels? 

Mr. Kastet. I refuse to answer that question on the grounds that the ques- 
tion may tend to incriminate me. 

Mr. O’Connor. Let me shorten it for you. May I say something? When he 
says he refuses, let the rest of the answer follow, sir? 

The CHarRMAN. Yes; we understand. 

Mr. O’Connor. You understand? All right. That will save some time. 

The CHarrMan. Yes. 

Mr. Rice. Are there any deputy sheriffs on the payroll of the Beverly Club? 

Mr. Kasteu. I don’t know if any employees are deputy sheriffs. 

Mr. Rice. Do vou have an employee named Roth? 

Mr. Kaster. What is the name? 

Mr. Rick. Roth. R-o-t-h. 

Mr. Kasteu. I couldn’t say without the records. 

Mr. Rice. Do you have an employee named Cy Ernst? 

Mr. KastE. No, sir. 

Mr. Rice. Do you know Cy Ernst? 

Mr. KastTeE.. Slightly. 

Mr. Rice. Isn’t it true that he drives you home occasionally? 

Mr. Kastev. Occasionally; yes. 

Mr. Rice. Isn’t Cy Ernst a deputy sheriff? 

Mr. Kasteu. Yes; he is a deputy sheriff. 

Mr. Rice. Now then, what is he paid for that? 

Mr. Kasteu. He is not paid. 

Mr. Rice. Doesn’t he draw some $25 a week for driving you home? 

Mr. Kastev. Not that I know of. 

Mr. Rice. Is it possible that he does? 

Mr. KastTEeu. I won’t say it is possible or it’s not possible. 

Mr. Rice. Why does he drive you home? You drive, don’t you? 

Mr. Kastev. Not always; not always. I had an accident and I haven’t driven 
for along time. There have been a lot of stick-ups in that neighborhood and he 
drives me home the same as he would likely drive you home if you asked him, or 
anvbodvy else. 

Mr. Rice. I see; and for that service he gets paid. 

Mr. Kastev. I don’t pay him for any service az all. 

Mr. Rice. Have you ever paid him anything? 

Mr. Kastet. Not to my knowledge. No; I don’t believe so. 

Mr. Rice. He does this as a favor to you, then? 
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Mr. Kasteu. He doesn’t drive me often enough to call it a favor, or anything 
else. 

Mr. Rice. How about Roth? Does he drive you? 

Mr. Kasre.. I don’t know Roth. 

Mr. Rice. Do you use an armored-car service? 

Mr. KastrEu. NO, sir. 

Mr. Rice. Are the receipts for the evening at the club maintained on the club 
premises? Is there a safe there? 

Mr. KastTEL. Yes, sir. 

Mr. Rice. And do you carry large sums with you when you leave? 

Mr. KastTeu. At times. 

Mr. O’Connor. I object to that question, not only for the purpose of the record 
but for other reasons. You can understand that, Senator. 

Mr. Rice. Now, do you know any officers on the Louisiana State Highway 
Patrol, or State police? 

Mr. Kastext. Do I know any officers? 

Mr. Rice. Yes. 

Mr. Kaste.. Know them in what way? 

Mr. Rice. Well, for instance, do you know any officers who might bring you 
license plates? 

Mr. Kasreu. No. 

Mr. Rice. On January 18, 1951, a uniformed officer of the Louisiana State 
Police delivered to your office and placed on your desk some Louisiana automobile 
tags. What do you have to say about that? 

Mr. KastTE.. I have nothing to say about it. I don’t know anything about it. 

Mr. Rice. Where do you get your license plates? 

Mr. Kasteu. We make application for them the same as everybody else. 

Mr. Rice. Have you ever seen any State police in the club? 

Mr. Kastev. Sometimes, for an inquiry. 

Mr. Rice. For an inquiry? 

Mr. KasTev. Yes, about an accident, or something of that kind. 

Mr. Rick. Now, sir, do you maintain any rooms at the Roosevelt Hotel? 

Mr. KasTE.. Yes, sir. 

Mr. Rice. How many? 

Mr. Kasre.. Two rooms. 

Mr. Rice. Two rooms. 

Mr. KastTsEu. Yes. 

Mr. Rice. On a year-around basis? 

Mr. KastTEu. Yes, sir. 

Mr. Rice. In your name? 

Mr. KasTeE.t. Yes, sir. 

Mr. Rice. What is the telephone number there? 

Mr. Kasteu. The hotel telephone? 

Mr. Rice. No; your private line. 

Mr. KastTE.,. I don’t care to give that private-line number out. Why should I? 

Mr. Rice. So you have a private line there, do you not? 

Mr. KasTeu. Yes, sir. 

Mr. Ricr. Now then, who pays for the rooms? Do you pay for them per- 
sonally or is it charged to the club? 

Mr. Kastrex. Part of it is charged to the club for expenses. 

Mr. Rice. For expenses for what? 

Mr. Kastrev. For expenses for the club; as an office. 

Mr. Rice. In connection with what?. As an office? 

Mr. KasTeE.. Yes, sir. 

Mr. Rice. Is this an office? 

Mr. KaAstTeE.. It is an office. I don’t sleep there. 

Mr. Rice. Are there any beds there? 

Mr. KastTeE.. Yes, sir. 

Mr. Rice. Occasionally do guests stay there? 

Mr. Kaste.. What do you mean by ‘‘guests’’? 

Mr. Rice. Well, your guests. Do you occasionally invite guests to stay in the 
rooms? 

Mr. KasTet. Sometimes, ves. 

Mr. Rice. Did Frank Costello ever stay there? 

Mr. KastTEu. No, sir. 

Mr. Rice. Jack Lansky? 

Mr. KasteEt. No, sir. 

Mr. Rice. Joe Adonis. 
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Mr. KastTe.. No, sir. 

Mr. Rice. Do you know Joe Adonis? 

Mr. KastTEL. Yes, sir. 

Mr. Rice. Has he been to New Orleans? 

Mr. Kaste.t. Not to my knowledge in quite a long time. 
Mr. Rick. When was the last time he was down here? 
Mr. KasTEv. I couldn’t say. It was a long time ago. 

Mr. Rice. What is his right name? 

Mr. KasteE.. I don’t know. 

Mr. Rice. Isn’t it Joe Dotto? 

Mr. Kastew. I couldn’t say. 

Mr. Rice. Was he at the Beverly Club when he was down? 
Mr. KastTEL. Yes, sir. 

Mr. Rice. How about Jerry Katino? Do you know him? 
Mr. KastTeu. Yes, sir. 

Mr. Rice. Where is he from? 

Mr. Kasret. I couldn’t say. 

Mr. Rice. Was he at the Beverly Club? 

Mr. Kasreu. I believe he was; yes. 

Mr. Rice. Did he stay at the Roosevelt when he was there? 

Mr. Kasret. I think so. 

Mr. Rice. Did he stay in your room? 

Mr. Kasreu. No, sir; not to my knowledge. 

Mr. Rice. Now, is it not true considerable sums of money have been paid and 
sent to Costello in New York by the club? 

Mr. Kastrev. Any money that has been paid to Mr. Costello is on the books 
of the company. 

Mr. Rice. Yes, sir. Now, in 1944, Costello left a package with $27,000 in a 
taxicab in New York. He said that $15,000 of this money was sent to him by 
Phil Kastel in Louisiana. What was that money sent to him for? 

Mr. KasrTet. I can’t tell you now. I can’t remember. 

Mr. Rice. This was in cash money. Do you send cash money to New York? 

Mr. Kasreu. I didn’t say that I did send it. 

Mr. Rice. Now, sir, you said you sent considerable sums of money—— 

Mr. Kasrev. Whatever is on the record of the books. If it is shown on the 
books that is what it is. 

Mr. Rice. I want to ask you this: Have you ever sent cash money to Costello? 

Mr. Kasrev. I refuse to answer that question on the grounds that the question 
may tend to incriminate me. 

Mr. Rice. If Costello said that you did would he be wrong? 

Mr. Kasrev. I am not accountable for what Costello says. 

Mr. Rice. Do you recall sending money in any other form than checks to 
Costello in New York? 

Mr. Kasrev. I can’t answer that question. 

Mr. Rice. Does Costello retain money at the club that belongs to him? Cash 
money. 

Mr. Kastrev. I couldn’t answer that question. I refuse to answer that question. 

The CHarRMAN. Well, Mr. Kastel, the thing about it is that Costello said that 
out of this $25,000, $15,450 of the money was money sent to him by his Louisiana 
partner, Phil Kastel, and apparently the idea being that it belonged to you and 
that he could get it back on that basis. 

Mr. O’Connor. Did he say that in a court of record or is that in a newspaper 
account? 

The CHarrmMan. No, that was in a court of record. Did he receive some 
money that belonged to you? That is what we want to know. 

Mr. Kasreu. It is possible that there might have been a difference. I might 
have owed him some money at that time. 

The CHarrMAN. Fifteen thousand dollars? 

Mr. Kasret. It is possible. 

The CHarrMan. All right then. 

Mr. Rice. Do you know Tony Logan? 

Mr. KastTe.. Yes, sir. 

Mr. Rice. Who is he? 

Mr. Kastev. What do you mean, who is he? 

Mr. Rice. Who is he? Where is he from? 

Mr. Kasteu. He is an individual. 

Mr. Rice. Where is he from? 

Mr. KasTEt. I believe he is from Chicago. 
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Mr. Rice. He’s from Chicago? 

Mr. Kasteu. Uh-huh. 

Mr. RIce. W he re does he live? 

Mr. Kasteu. I don’t know. 

Mr. Rice. How do vou get in touch with him? 

Mr. Kasreu. I can’t tell you where he lives 

Mr. Ricrt. Now, sir, do you have any business with Tony Logar 

Mr. KastTEL. No, sir. 

Mr. Rice. Have you ever had any business with Tony Logar 

Mr. KasteEu. Yes, sir. 

Mr. Rick. What business? 

Mr. KastTeu. I refuse to answer on the grounds that the question may tend to 
incriminate me, 

Mr. Rice. Isn’t it true that you participate in a football pool with To 
Logan? 

Mr. Kastre.. I refuse to answer on the same grounds. 

Mr. Rice. Isn’t it true that the football pool you engage in with Tony Loga 
is one of the largest in the country? 

Mr. Kasten. I refuse to answer on the same grounds. 

Mr. Ricker. Where did vou do business with Tony Logan? 

Mr. Kastreu. I refuse to answer that question on the same grounds 

Mr. Rice. Has he been to New Orleans? 

Mr. KastTEL. I refuse to answer that question on the same grou 

Mr. Rice. Now, sir, have you ever telephoned to Logan at Memphis, T¢ 

Mr. O’ConNor. What about? 

Mr. Kastrevt. Telephoned to Logan about that’ 

Mr. Rice. That’s what I would like to know 

Mr. IK ASTI i I don't know. 

Ir. Rick. Do you know how to locate him on the telephone? 
Mr. KasteLt. Not now; no 


Mr. Rice. Have vou ever talked to him on the telephone? 

Mr. Kastev. Possible. 

Mr. Rice. When was the last time vou talked to him? 

Mr. Kastev. I eouldn’t say 

Mr. Rick. Where was he when you last talked to him? 

Mr. Kasteu. I can’t tell vou. 

Mr. Rice. Did you have any part of the business with him Memy : 


Mr. Kastev. In Memphis. Tenn.? 

Mr. Rice. Yes 

Mr. Kastrev. I never had any business in Memphis, T« 

Mr. Rice. Did Tony Logan have business there? 

Mr. Kasten. I couldn't answer for Tony Loga: 

Mr. Rice. Did vou ever talk to him on the telephone at Memphis? 

Mr. Kasten. It’s possible. 

Mr. Rice. Now, sir, if it is possible, what did you talk about? 

Mr. Kasteu. | refuse to answer that question on the grounds it may 
incriminate me, 

Mr. Rier, All right, sir. Now, do vou know Allen Smiley? 

The CHAatRMAN. Just a second. How long ago has it been since you had a 
business with Mr. Logan? 

Mr. KastTeL. Oh, it must be a vear ago, Senator. 

The CHAIRMAN. What was the name of the company? Or was it a corporatior 

Mr. Kastet. No company. I might have made some wagers with him on 
football, the same as you or anybody else might have in some other way. 

The CuarrMan. I mean, it wasn’t anything with any company 

Mr. KastEL. No company; no, sir. 

The CHatrrMAN. Was he in the football pool business? Was that his business? 

My. Kastet. I believe he handled— He was a manipulator of football, and |} 
was an authority on football. 

The CHarrRMAN. Let’s go on. 

Mr. Rick. Would vou eall him a betting commissioner? 

Mr. Kasteu. Possibly. 

Mr. Rice. Do you know Allen Smiley? 

Mr. Kastre.. Not verv well. 

Mr. Rice. When did vou last see Allen Smiley? 

Mr. Kasre.. I saw him in New Orleans, possibly about a year ago; a yea! 
a half ago. 

Mr. Rice. Where is he from? 
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Mr. Kaste.. I don’t know. 

Mr. Rice. Is he a friend of Bugsy Siegel? 

Mr. Kastev. I don’t know. 

Mr. Rice. The late Bugsy Siegel, that is. 

Wasn’t Smiley in the room with Bugsy Siegel when he was murdered in Los 
Angeles? ' 

Mr. Kastev.. I wasn’t there. How do I know? 

Mr. Rice. Did Smiley ever tell you about that? 

Mr. Kaste.. No, sir. 

Mr. Rice. Has Smiley ever been in the club? 

Mr. Kaste.. | was never that intimate with him. 

Mr. Rice. Was Smiley ever in the Beverly Club? 

Mr. KastreL. Not to my knowledge. 

Mr. Rice. Where did you see Smiley? 

Mr. Kaster. At the Roosevelt. 

Mr. Rice. What is that? 

Mr. Kasten. At the Roosevelt. 

Mr. Rice. Did Smiley stay in vour rooms at the Roosevelt? 

Mr. Kaste.. I believe he did, for a couple of days. He wasn’t able to get a 
room, 

Mr. Rice. Did Frank Costello ever stay there? 

Mr. Kast. No, sir. 

Mr. Rier. Are you quite certain that Frank Costello never stayed in your 
rooms at the Roosevelt Hotel? Think hard. 

Mr. KasteL. What do you mean by “‘stay there’? Did he sleep there? 

Mr. Rice. Sleep there; ves. 

Mr. Kastreu. No, sir; not to my knowledge. He always got rooms of his own, 
and he registered in the hotel when he was in town 

Mr. Rice. I see. Did he use your rooms when he was 

Mr. Kasteu. It is quite possible. During the day he might have used the 
rooms to play cards in and make a few telephone calls. 

Mr. Rick. Now, sir, was it possible that he ever stayed at the Roosevelt in 
your rooms and did not register in another room? 

Mr. Kaster. Not to my knowledge. 

Mr. Rice. Is it possible? 

Mr. Kasten. Anything is possible. 

Mr. Rice. Do you want to say that he never did stay in your rooms? 

Mr. O’Connor. He wanted to say what he answered you, counsel; not to his 
iowledge. That’s the answer he made. 

Mr. Ricr. Costello never stayed in your rooms over night? 

Mr. Kasrre.. Not to my knowledge. 

Mr. Rice. Ali right, sir. 

Now then, have you ever been arrested? 

Mr. Kasrev. Yes, sir. 

The CHatrRMAN. Well, before we get off that. 

If he stayed in vour room would you know about it, Mr. Kastel? 

Mr. Kastel. Yes, sir. 

The CHarrRMAN. Well, I think I should tell you that the record shows that he 
has stayed, or at least he used your apartment on two occasions at least, and that 
the bills were charged to your room, 1252, to your account, 

Mr. Kasrex.. For incidentals. 

The CuHarrRMAN. That is according to the Roosevelt Hotel. 

Mr. Kastrex. For incidentals. It is possible that he stayed there during the 
day, Senator, and used the telephone and possibly had lunch, or something of 
that kind. 

The CuHatrMaAn. Well, from March 2 to March 11, 1946, for instance 

Mr. Kastrev. Well, I couldn’t go back that far. 

The CHarRMAN. And at other times, his bills were charged to your room., 

Mr. Kastreu. There is no point in saying he didn’t stay there. 

The CHatrMan. We just wanted to get the facts about it. 

Mr. Kastreu. Yes, but I don’t want 

The CHarrRMAN. Now, before you leave Allen Smiley, this fellow Smiley—as a 
matter of fact, the records show that he stayed in your room, or apartment, 44 
times, in the hotel, from 1936 up to 1950. 

Mr. KasteEL. From 1936 to 1950. 

The CuarrMan. Yes. Visiting from 3 days to 91 days. 

Mr. Kasrev. To what? 

The CHarrRMAN. Ninety-one days. 
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Mr. Kastreu. Oh, no; that is impossible. 

The CuarRMAN. That is according to the records at the Roosevelt Hoté 

Mr. KastrE.. That is impossible. 

The CHatrMAN. Allen Smiley 

Mr. Kasre.. You are talking about Smiley, aren’t you 

The CHarrMan. No, I was talking about Cost 

Mr. Kasten. Oh, oh; oh. Well, Costello would come here and he would use 
the room during the day and, as I say, play cards, like!y have lunch, but he 
wouldn’t sleep there. 

The CHAIRMAN. Well, it shows he was registered in your rooms 44 times for a 
total of 466 days, in the last 14 years. 

Of course, it isn’t any crime, but we just wondered why you said he never 
stayed there. 

Mr. Kaste.. No, I can’t remember it, Senator. Every time he came her 
he came with Mrs. Costello and they would get a roon ‘ 

The CuarrRMAN. That is according to the records of the Roosevelt 

Mr. Kastrev. I couldn’t say. 

Mr. Rick. What is your room number there? 

Mr. Kasten. 562. They changed the rooms recent 

The CHarrMANn. It was 1252? 

Mr. Kastrev. Oh, that’s a long time ago. 

The CHAIRMAN. Now, before you leave Allen Smile Vi Allen Smile vy comes [rom 
Los Angels Ss, doe sn’t he? , 
Mr. Kastre.. Only from what I see or read in the newspapers 
The CHarRMAN. Did you have any business dealings with him 
Mr. KastTE.. No, sir; none whatever at any time 
The Cuarrman. Did he do some work for the Beverly Club? 
Mr. KastTeL. NO, sir. 
The CuarrMan. Wasn’t he on the payroll at one time? 
Mr. KastTeL. No, sir. 
The CuHarrMan. Is he the fellow who is a friend of Mickey Cohen’s out ther 
Mr. KastTEu. I couldn’t say; I don’t know the man, ( 
The Cuarnman. Do you know Mickey Cohen? 
Mr. Kasteu. No, sir. 
The CHARMAN. You never saw him? 
Mr. Kasten. I never saw him in my life. 
The CuarrMan. All right. Go ahead. 

Mr. Rice. Do you know Sam Massio? 

Mr. KastTeu. Yes, sir. 

Mr. Rice. Where is he located? 

Mr. Kasteu. I believe he’s located in Galveston. 

Mr. Rice. What is his business? 

Mr. Kastev. I believe the man is in the restaurant business; amusel 
business. 

Mr. Rice. Have you done any business with 

Mr. KasTeEL. No, sir. 

Mr. Rice. Now, sir, did you say that you had been arrested 

Mr. Kasteu. Yes, sir. 

Mr. Rice. When was that? 

Mr. Kasrev. Oh, a long time ago. 

Mr. Rice. When was the first time? 

Mr. Kastre.. Twenty-some-odd years ago. 

Mr. Rice. Twenty-some-odd years ago. Were you arrested in February 
1918, in New York City for extortion? 

Mr. Kastex. No, sir. What? Are you trving to embarrass somebody here? 

Mr. Rice. I am asking you a question, sir. 

Mr. KastTeu. I am giving you an answer. If you look at vour record you 
find that I was acquitted and I sued and I was awarded damag 

Mr. Rice. I asked vou if you were arrested. 

Mr. Kastev. I won't answer that question 

Mr. O’Connor. In all fairness to him, if that reeord s} he was awarded 
damages that question should not be asked this man. I think that is a 
rageous proposition to present here. 

The CHAIRMAN. Well, just for vour 

Mr. O’Connor. If he was awarded damages by a court of competent jurisdic- 
tion that question is an outrageous question to ask 

The CuHarrRMan. Well, Mr. O’Connor, don't get excited The record does 
show he was awarded any damages. It shows that he was 
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Mr. O’Connor. But the record, as far as your investigators had other records 
to furnish, Senator, and look into find out the true facts into it 

The CuarrRMAN. He has a perfect right, and we are giving him plenty of oppor- 
tunity to make any explanation about it he wants to. The record shows that in 
February 1918, in New York City 

Mr. O'Connor. He intends to humiliate and degrade people. I hope vou are 
never in that position, Senator. 

The CHaArRMAN. I was trying to tell you what the record says sir: ‘“‘ Extortion”’ 
and “Dismissed by Judge Mulqueen, general sessions court.”’ 

Mr. Kastev. I sued for false arrest and imprisonment, and was awarded 
damages. 

The CHAIRMAN, It does not say anything about it. 

Mr. Kastet. I can’t help what it doesn’t say. 

The CuarrMan. I am glad you have made that explanation. 

Mr. Rice. How much damages did you recover. 

Mr. Kasrev. I can’t recall. I gave it to charity at the time. I wouldn’t use 
the money. 

Mr. Rice. Was it more than $10? 

Mr. KastTeu. Yes, sir. 

Mr. Rick. Was it more than a hundred? 

Mr. Kaste.. Oh, well; let’s not go into that. 

The CuarrMan, Allright. Let’s go on. 

Mr. Kasrev. You are trying to persecute people instead of letting me help the 
committee. 

Mr. Rice. When was the next time you were arrested? 

Mr. Kasre.. You have the record there. 

Mr. Rick. Were you arrested on December 6, 1926, at Fonda, N. Y., for grand 
larceny? 

Mr. Kastev. Yes, sir. I was tried three times in Federal court and until my 
dving day I will say I was not guilty; that it was a miscarriage of misjustice. In 
other words, I believe I was framed to this present day. 

Mr. Rice. Now, sir, were you sentenced in connection wi. thet char 

Ir. Kasreu. Yes, sir. 

Mr. Rice. You received 3% to 8 years in the penitentiary 

Mr. Kasrev. I took the case to the United States Supreme Court. 

Mr. Riee. All right, sir. Were you arrested again in February of 1930 for 
grand larceny? 

Mr. Kastre.. No, sir. That’s out of the same case; it is all the same case. 

The CHAIRMAN. The only other one was in 1928, on using the mails to defraud. 

Mr. Kastre.. That is out of the same case, Senator. 

The CHarrRMAN. Was that on the same one? 

Mr. Kasten. Yes, sir. 

Mr. Rice. Did you serve time in Atlanta on that? 

Mr. Kasrev. Yes, sir. I paid my penalty, and there is no reason for you to 
trv to ¢ mbarrass me. 

Mr. Rict. How much time did you spend in Atlanta? 

Mr. Kasreu. You have the record there. 

Mr. Rice. Don’t vou recall? 

Mr. O’Connor. Do you think that that is pertinent to this investigation, 
Senator? 

The CuatrrMaNn. Well, we have asked about it, and he has testified. The 
record we have ltere shows that 3 years, but 1 had understood it was less than 
that. So 1 don’t know. That is the reason we were asking. 

All right. Anything else? 

I just wanted to ask one or two questions: Have you been raided out at the 
club, out at the Beverly Club, at any time? 

Mr. Kasvev. Raided? Not to my knowledge; no, sir. 

The CHarRMAN. Now, tell us how this Whitely’s scotch whisky deal worked 
and how long was that contract in operation. You formed the Atlas Dis- 
tributing 

Mr. Kastrev. Allianee Distributors. 

The CHarrRMAN. I mean Alliance Distributors, and as I understand the note 
was signed by Mr. Haim and it was payable to Mr. Hellis. Is that correct? 

Mr. Kasreu. That is right. 

The CHatrRMAN. $325,000, and endorsed by vou and Mr. Costello and for that 
you got the exclusive right, or some right, in connection with ‘“ King’s Ransom’”’ 
and ‘*‘ House of Lords.” 

Mr. Kastev.. That is right. 


’ 
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The CuairMAN. Was that for the whole United States? 

Mr. Kasre.. For the whole United States: ves, sir. 

The CuarrMan. And then you mean you got a percentage, a smal! percentags 
for selling? 

Mr. Kastrev. I got a small percentage per case, which amounted to—in Englis! 
moneys it would be 6 pence per case—which amounted to 50 to 60 cents per case. 
It ran into anywhere from $35,000 to $50,000 a vear 

The CHarrmMan. The note was put up as collateral just to have working capital. 
Is that right? 

Mr. KASTEL, At that time I believe: ves. 

The CuarrMan. It ran into how much a year? 

Mr. Kastrev, $35,000 to $50,000 a vear. 

The CuarrmMan. How many years did you and Mr. Costello have that? 

Mr. Kastrev. Mr. Costello had nothing to do with that 

The CHatrmMan. He just signed the note to help vou out? 

Mr. WAST! He just signed the note as a cocndorser to help me out; yes, sir. 

The CuainmMan. He had no part of the business? 

Mr. KastTet. No part of that money at all. 

The CHAIRMAN. You were the entire Alliance Distributors’ 

Mr. Kastev. No, sir; I was not. I was not I had nothing to do with the 
Alliance Distributors. I was interested in the parent company in Euro, 

The Cuairman. What was that company? 

Mr. Kastre.. The William Whitely Co. 

The CuairmMan. I see. Who were the Alliance Distributor 

Mr. Kasten. Irving Haim, and—I don’t know—some of his other relatives, 
believe 

The CuatrMan. Costello? 

Mr. IKasre.. Costello was never interested in the Alliance Distribut 

The CHatRMAN. Which one was Mr. 1 in? 

Mr. KasteEL. He wasn’t interested in either one of them while I was there 

Mr. Rice. Now, sir, do vou go to the club every night, substant ; 

Mr. KASTEL. Substantially; ves 

Mr. Rice. And are vou in direct charge there? 

Mr. Wastren. Yes, sir. 

Mr. Rice. All right, sir. At the end of the day v1 s up—who checks 
up on What money is taken in 

Mr. Kasre.. At the end of the dav? The cashier 

Mr. Rice. What is his name? 

Mr. KastTeEL. Tanico. 

Mr. Rick. Michael Tanieo? 

Mr. WasTeL. Yes, sir. 

Mr. Rice. Now then, does he take care of the receipts from the restaurant 
and the casino? 

Mr. Kastrer. Yes, sir. 

Mr. Rice. He is in charge of both? 

Mr. Kastre.. No,sir. Jam not talking about the casin You asked me al 
the cashier. 

Mr. Rice. All right, sir. Who is in charge of the casino? 

Mr. Kastev. | refuse to answer that question on the ground the questi 
tend to incriminate me. 

The CuHairMan. Well, let’s see. Does one man look after everything out there 
whatever it may be, as far as the cashier part is concerned? 

Mr. Kaste.. There may be some otber people; sometimes Mr. Murphy comes 
in or Mr. Broussard, and may help out 

Mr. Rice. Now, are vou there when the receipts are counted 

Mr. Kasten. Not always 

Ir. Rice. Are vou there occasional 

Mr. WasTEL. Occasionally. 

Mr. RIcE. Now, who else is permiutt 1 there when vou settle uy : \ und 
Murphy and Tanico? 

Mr. Kastreu. Mr. Murphy isn’t there often at all. 

Mr. Rice. Broussard? ~ 

Mr. KastTeu. Not very often. 

Mr. Rr Boe Anvone ‘ Ise? 

Mr. Kastet. There are other people there 

Mr. Rice. For instance? What other people? 

Mr. INA rEL Well, there Is a checker for the restaural ‘ ( iS 

Mr. Rice. What is his name? What’s tl ! 
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»L. I can’t think of his last name. 


What is his first name? 
Mr. WKasTeL. Saul. 
Rice. 


Saul? 
b. ven. 
All right. 
Lu. Anothe 
Roberti? 


L. Yes. 


S-a-u-l. 


Who else is there? 
checker is there: 


What does he check? 


tL. He checks the cash. 
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I may say the price is too high, or something of that k 
negotiate with them and call me and sav, “I think I can 
for a certain figure.”’ And we will either close it ) 
Mr. Rice. He is authorized to close it out and send them down? 
Mr. Kastrev. He doesn’t authorize it We d al f 
that particular time of the vear or whether it fi 
Mr. Rice. And when he reaches an agi 
entertamnment 
Mr. KastTEI No; he will tell me and I wil t | 





Mr. Rice. If el differen f opi 
p oO or not Vhnoss nr) ) ( ro|s? 

Mr. Ix i Well, it isn’t t t¢ | s ‘ I 
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Mir. Kasten. You w \ look a 
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KASTEL. Thev are in the book; in the minute book. 

CHAIRMAN. Read them out and ask if they are the ones. 

O'Connor. I made the arrangement with Mr. Ralph Mills, Senator, that 
uld read them out and we would admit they are. 

Rice. Is this taken from the minute book? The arrangement you made 
ir. Mills? 

O’Connor. Yes, sir; he has the books there. 

Rice. All right, sir. \re these the officers? Phil IKastel, president. 
KASTEL. Yes 

Rice. Norma Murphy, acting secretary and treasurer. 

KAsTeEL. That is correct. 

Rick. Who is the real secretary and treasure? 
Kasten... I think vou will find it in the minute book 

O’Connor. I explained that to Mr. Ralph Mills; I thought I would save 


vou time, 
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CHAIRMAN. Allright. Let’s read them all off and ask him. 

O'Connor. Do vou want me to read this to vou? It will be the same as 
astel testifying; or he will read them out to you. 

CHAIRMAN. Just let him read them out; who the officers are. 
tness and counsel confer.) 

(‘HAIRMAN. Let’s get on with it. 

Rice. Who is the seeretarv and treasurer? 

KASTEL. Miss Norma Murphy is the acting secretary. 

Rr E. Yes. 

KastrEL. Mr. Charles Murphy is the assistant secretary. 
Rice. Is he the accountant? 

IKASTEL. Yes, sir. 

Rice. Now then, who is Miss Murphy acting for? 
O'Connor. Edward Rinderle. 

KAsSTEL. The original incorporators. 

CHAIRMAN. Edward Rinderle. Was he the secretary and treasurer before 
liss Murphy became the acting secretary and treasurer? 


* O'Connor. That is what is reflected here, sir. 
The : i 


secrets 


CHairMAN. Well, Mr. Kastel, who is she acting for? Who is the real 
iry and treasurer? 


KASTEL. Well the incorporation when thev incorporate, as vou well 
they may use some people in their own office in order to incorporate. 
r looked at these minutes for along time. Miss Murphy is acting secretary, 
‘ve, in place of this secretary here. I am trying to see whether there is a 


ation here [examining book}. 


O'Connor. Rinderle resigned. 
KASTEL. Miss Murphy is acting secretary. 
Rice. Do vou know who Rinderle is? 


KastevL. No, sir: I do not. 


Rice. Were vou an officer at the time Rinderle was there? 

KasteL. Yes. 

Rice. But vou don’t know who he is? 

KaAsTEL. I don’t know who he is. I believe he is out of the attorney’s 


O’CONNOR No, Miurphv’s 
Kas EL. Murphv’s off 
Rick. Oh, Mr. Murphy’s office? 

KAsSTEL. I believe so. 

Ric . A i right. So who are the members of the board of direc tors”? 
CHAIRMAN. Read them off. 

O’Connor. At the present time—go ahead; exe 
CHAIRMAN. All right. Who is it? 

O’Connor. Mr. Kastel J phy, 

IKASTEL. Miss Norma Murphy, mvself, and Mr. Eugene Magee 
Rice. Mr. Eugene Magee. 


KASTEL. Yes, sir. F 


ce, 





Rice. Is he a stockholder? 
KASTEL. It isn’t necessary to be a stockholder to be a director. 
tice. I didn’t ask you that. I asked you whether he is a sfockholder. 


I 
KASTEL. No, sir. 
Rice. Who is Eugene Magee? 


No respol se, 


Mr. 


Rice. Wasn’t he formerly practicing law in New York? 
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Mr. KastTe.. Yes, sir. 

Mr. Rice. Is he down here now? 

Mr. Kastreu. He is down here now: ves. 

Mr. Rice. Do vou know where he lives? 

Mr. Kasreu. I believe at the present he is living in Shreveport 

Mr. Rice. Shreveport? 

Mr. Kasten. Yes 

Mr. Rice. He is now a member of the board of directors at B rly Is tl 
correct? 

Mr. KastTe! That is correct, according to the records 

Mr. Rr BE. According TO Vou what is he? 

Mr. Kastrev. I have to check it. 

Ir. Rice. Aren’t you a member of the board of 
Mr. Kasteu. Yes, sir. 
Mr. Rice. All right, sir. Now then, la \ ad a question about 


checks 








The CuarrM an. Before vou leave this board o ] ( M 
have vou had a directors’ meeting at which he 

Mir KASTEL. He has | en there. 

The CHarkMAN. Dow did he get in, coming fre New York? 

Mr. KASTEI He ha lived here for some t me, * ator 

The (“HATRMAN. | know, hut how doe he get to b a er ‘ f thes 
directors without any stock? Did vou choose him? 

Mr. KasTe! Yes: IT believe I chose him: ve 

The CuarrRmMan. Or did somebody else choose him? 

Mr. Kasten. No: I believe I did. 


Mr. Rice. Is Mr. Magee a member of the bar of Louisiana? 
Mr. Kasten. I don’t know. 

Mr. Rice. Is he a member of the bar in New York? 

Mr. Kastrev. I don’t know. 

Mr. Rice. Isn’t it a fact he was disbarred in New York? 
Mr. Kasten. I don't know 

Mr. Rier. Are you sure about that? 

No response. 





The CuarrmMan. Well, Mr. Kastel. is be the man? W: 
vou had this lawsuit with the Government and alt} i t an atton 
of record he more or less helped around with that big income-ta = a 
Frank Costello had? 


\Ir. Ka rEL. Yes. Senator he acted as : rt of ims 1 tor, ar vdiviser 

The CHarrMan. He came down as an investigator | f 3, { 
brought him down: didn’t he 

Mr. Kastexu. I co 

The CHarrMan. You d 

Mr. Kasten. I believe IT did. 

The CyarrMan. But he came down at the time that 1 1 that | s 
back in 1939 and 1940? 

Mr. Kasten. He eame down, I believe, before 


The CuHarrmuan. But he came down for the pur) 





inc in connection with the defense of that lawsuit? 
Mr. Kastret. He was here at the time. He lived here a 
The CuatrMan. But vou knew him in New York? 
Mr. Kasren. Yes, sir 
The CHarrRMAN. You knew him as a lawver in New 
Mr. KAST! L. | new him as a lawver: \ 
The CHarrMan. He sort of took direction of that dow re in’t he? 
Mr. Kasrev. He advised 
The CHarRMAN. He wasr 
Mr. Kastre.. T wouldn’t sav that 
The CHarrMan. Who were vour attorneys of r rd? 
Mr. Kastret. Albert Koorie handled part of it; Mr. Hugh W 


an attorney, 
The CHarrMan. All right I'xeuse me, Mr. Ri 
Mir. Rier. Now, again T invite vour attention to che \ 8 
28, 1949, in the amount of $3,468.80, to Frank Cost: od 
reasons for the draw ing Oo! this check on thee ub? 
Mr. Kastrev. That is for salarv for the months of Jur J \ t mnd 
September of 1949, less the deductions. 
Mr. Rice. That is 4 months, less the deductions? 


7 tl wa 
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Mr. KastTev. Yes, sir; totaling $3,468.80. 

Mr. Rice. That is a thousand dollars a month; four thousand less dedue- 
tions 

Mr. Kastev. That’s right. 

Mr. Rice. Due Frank Costello. And what was that for? 

Mr. KastTe. Salary. 

Mr. Rice. And what was his job, again? 

Mr. Kastev. Doing good-will work. 

Mr. Rice. He was your good-will ambassador? 

Mr. Kasten. [ wouldn’t say about the ambassador part, but he was doing 
good-will work, and looking after and advising on entertainment. 

Mr. Rice. Would it be fair to say that your good-will ambassador is sometimes 
known as the “Crown Prince of the Underworld’’? 

Mr. O’Connor. I object to that. 

Mr. Kasten. I couldn’t say. 

The CuHairRMan. All right. 

Mr. Rict. Now, sir, | show you a check dated February 1, 1950, in the sum 
; 250, drawn to 1. George Goldstein & Co., 744 Broad Street, Newark, N. J., 
signed by Philip Kastel for the Beverly, and ask you if you know for what pur- 
at check was drawn? 
Mr. Kasten. I will have to get the books. 
The CuairmMan. That is the Mr. Goldstein who kept books for Mayer Lansky, 





of $9 





pose tl 


Mr. Kaste.. I believe he sent a bill for some work that he had done I 
believe that is the last payment that he has received. 
ur Ru oa Now, sir, what work was he doing for vou 1n 1950? 


Mr. Rice. Well, sir, can vou tell us from independent recollection what Gold- 


stein was doing in 1950? Maver Lansky left there in 1948, if 1 remember vour 
former testimony 

Mr. Kastre.. He continued on for a while, I believ He continued on for a 
while and sent us a bil 

Mr. Rr He continued on doing what? 

Mr. Kastev. Continued looking at the records and advising as to overhead. 
He had had some experience in other establishments, and it was just 

Mr. Rice. Wait a minute. He had experience in what ‘other establishments’? 

Mr. Kastre.. He said he had experience in other establishments, other res- 
taurants, hotels that he was handling. 


Mr. Rier, Casinos? 

Mr. Ix ASTEI | lon’t know about easinos. 

Mr. Rick. In Florida? 

Mr. Kasteu. I don’t know. 

Mr. Rice. Plantation, Boheim, Colonial; did he mention any ofthose? Green- 


acres? 





Mr. Kasrex. I do not know, sir. , 

Mr. Rice. He was advising vou, and what else? 

Mr. Kasrev. Advising about overhead. 

Mr. Rice. So that he was, at that time, rendering some sort of service to the 
Beverly, or to vourself rather than to Maver Lansky. Is that correct? 

Mr. Kasrer. Well, he in there originally through Mr. Lansky, and finally, 
why, this check ended his engagement and tf 


paid him off in full. 





Mr. Rice. This was the last work. 

Mr. Kastreu. I believe believe he sent the bill in: we paid it. 

Mr. Rice. I believe I asked you last night if you could account for his having 
had financial statements subsequent to the date of that check, in his New Jersey 
office, from the Beverly. Can you account for that? 

Ir. Kasrev. Well, instructions were given that he receive statements w 
he was acting for Mr. Lansky, and they apparently were continued until I gave 
them instructions to stop them. 





} 


. i 

Mr. Rice. Have you ever given instructions to stop them? 

Mr. IKkastreu. I believe I did; ves. 

Mr. Rice. Can vou fix the time, approximately? 

Mr. Kasrex. I could not fix the time unless I saw the records. It may be 
this time or may be a little before, or a little after. 


Mr. Rice. Now, sir, I show vou cheek No. 9357, dated March 16, 1950, in the 
sum of $647, drawn in favor of B. C. Wills & Co., 666 East Columbia Street, 
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Detroit, over your signature. Can you tell me the purpose of tl 


1 


document to witness]? 

Mr. KAST! L. I would have to see the invoice. 

Mr. Rice. Do you know what business the Wills & Co. is i 

Mr. Kasreu. I refuse to answer that question on the grou 
incriminate me. 

Mr. Rick. Doesn’t the Wills company manufacture and 
other gambling paraphernalia? 

Mr. Kasreu. I refuse to answer that question on the same g 

Mr. Rice. All right, sir. Can you look up in vour invoices 
records show was the reason for drawing that check? Can v« 

Mr. Kastreu. Can I? 

Mr. Rice. Yes. 

Mr. Kasten. You have the books: you have the reeord 

Mr. Rice. You have the records down there. 

Mr. O’Connor. They don’t run that high [referrit 
witness table] 

Mr. Raven Minis. That is all he brought in 

Mr. O’Connor. That is all you told me to br 

Mr. Rice. Do you know the reason for drawing that che 
pendent recollection? 

Mr. Kastsu. I refuse to answer that question on the grou 
incriminate me. 

Mr. Rice. Haven’t you written a number of checks to that 


Mr. Kasten. I refuse to answer the question on the groun 


to incriminate me. 


Mr. Rice. Have vou ever transacted any business with that 


Mr. Kasteu. I refuse to answer that question on the gr 
to incriminate me. 
The CHarrmMan. Well, Mr. Kastel, this is a company up 


B. C. Wills & Co. Did vou ever hear of the company? 
Mr. Kasten. Do I have 
The CHarrmMan. Well, [am asking you. I think we ought 
is about 
Mr. Kastev. I decline to answer that questior 
Mr. Rice. Now, sir, here is a check, No. 813, dated Mar 
to the order of Cudney & Co., in the amount of $8,959.34 
tell us what Cudney & Co. is, in Chicago? Tell 
drawing that check [handing document to witness] 

Mr. Kasrev. It must be in payment of a bill for sup} 

Mr. Rice. What sort of supplies? 

Mr. Kaster.. Meat s ipplies, 

Mr. Rice. Now, you remember that all right—don’ 

Mr. Kasre.. I know the name. 

Mr. Rice, Does that help to refresh your recoll 

Mr. O'Connor. Let me pardon you at that. He didn’ 
on Wills. I don’t believe he put it on that 


‘to answer that question, Senator 
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Mr. Rice. Let’s get it straight, then You do kno hat 


Wills & Co. check was? 
Mr. Kasreu. I refuse to answer that question on 


incriminate me, 


Mr. Rick. Now, sir, IT show vou check No. 8196, dra 
in the sum of $100, payable to the Twentyv-Fourth Ward Demo 
3726 West Roosevelt Road, Chicago, Ill., over vour signatur 
Country Club. Can you tell us what was the reason for draw 

Mr. Kasrev. That was for an advertisement, I believe 

Mr. Rice. That was for what? 

Mr. Kastreu. An ad. 

Mr. Rice. What type of an ad? 

Mr. Kasten. An ad in a booklet. 

Mr. Rice. In what booklet? 

Mr. Kasrex. In connection with this organization. 

Mr. Ru E. What type of booklet? What was the boo al 

Mr. CHarrMan. Weil, who solicited you for that hundred 

Mr. Kasreu. I believe I was licited through the 1 


knew. 
The CHatrMan. Do you know a fellow named Elro 
Mr. Kasreu. Yes, sir; I do 
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The CuairMan. Do you know whether he was the one that solicited you? 

Mr. Kastre.. No, sir; he was not the one that solicited it. 

The CuarrMan. I believe that the twenty-fourth ward is his ward. That’s the 
reason I was asking you. 

Mr. Kasrev. That is possible, Senator. I know Commissioner Elrod 

The CHarRMAN. Do you make other contributions, advertisements like that? 
Is this a contribution or an advertisement? Do you know? 

Mr. Kaste.. This was for an ad, for an ad in a booklet. 

The CHarkMAN. Do you do that generally for political parties that get out 
bookle ts? 

Mr. Kasten. Not necessarily for political parties, Senator. As they come up 
if we think they have enough circulation, why, we might do it. 

The CHarRMAN. You mean it is purely on a commercial basis then 


I 
Mr. Kasten. Yes, sir. 
‘I 





he CHarikRMAN. You haven’t any political feeling about it? Are you trying to 

help a political party? 

Mr. Kastev. I have no political interests there in Chicago at all. 

Mr. Ries How much a vear do you think you put into political booklets and 
hi of that sort? 

Mr. Kastrent. Not very much, Senator 

The CuarrMan. Do vou make political contributions out of the Beverly Coun- 
try Club? 

Mr. Kasten. No, sir. 

Mr. Rict Do any customers ever come nto the place and say hey have read 
vour ad in the twenty-fourth ward booklet and for that reason came to the club? 


Mr. Kastrev. I couldn’t answer that question 

Mr. Riu E, Nc Ww, I show you check No. S308, dated November 16, 1949, In 
the amount of $600 drawn in favor of the Munholland Memorial Church, Recrea- 
tion Center, over your signature, and ask vou if vou know for what purpose 
that check was drawn? 

Mr. Kastev. I believe that was solicited by one of the ministers 

Mr. Rice. Reverend Dawson? 

Mr. Kaste.. I couldn't say. 

Mr. Rice. Do vou know Reverend Dawson? 


Mr. Kaste.. I would know him if I saw him. 
Ir. Rice. You would know him if vou saw him? 
Mr. Kastre.. I sav, I would know him if I saw him 


Mr. Rice. Is it possible that is Reverend Dawson’s recreational center 
Mr. Kastev. I couldn’t say 





The CHatrMan. Reverend Dawson said he ha s\ i 
but he thought the urch had received some 

Mr RIK I think he said that the sheriff had gone out and done a litt 
voluntary soliciting for him Would that refresh your recollection of it? The 
sheriff brought it over to his office 

Mr. KastTEeEL. Somebody solicited me; told me it was for a good caus 


Mr. Rice. Could it have been Claney? 
Mr. KastTeu. No, sir. 
The CuatrMANn, All right; let’s get on please. 





the Cipango Club at Galveston, Tex. Do you know what that is for? 

Mr. KASTEI Chat is for dues, I belie. 

Mr. Rice. That is what? 

Mr. Kastrev. For dues, and membership in the Cipango Club. 

Mr. Rice. What type of club is that? 

Mr. Kasreu. It is a restaurant, a private club. 

Mr. Rice. And who is the member of the club? Is Beverly Club the member 
o! the (‘ipal vo Clu! ? 

Mr. Kasteu. No; the ‘rship isin my name. I believe I authorized t1 
che 1 told them to « it to me personally. 

Mr. Rice. So that vou are a mber of the Cipango Club? 

Mr. INASTE Yes, sir 

Mr. R1 All right. sir. In checking telephone calls, toll calls, person to 
person, from your home phone, we find that on July 18, 1949, vou called Lenor 
Josie at Capital 6223 Houston, Tex. Can you tell us what transaction you had 
wi Josie? 

Mr. Kasten. I refuse to answer that question on the ground that it is priva 
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i Mr. Kasten. Yes, sir. 
Mr. Rice. On April 10, 1950, vou placed a eall to Arch 8: h, 
Springs, Ark. Phone 2400. That is the Arlington up there is it not? 
Mr. Kastreu. I believe it is. 
Mr. Rice. Who is Areh Samish‘ 
Mr. Kastre.. A friend of mine. 
Mr. Rick. What transaction did you discuss on April 10? 
Mr. Kastre.. No transaction. 
Mr. Rice. What was the nature of the conversation? 
Mr. Kasten. A social call. 
Mr. Rice. What is Samish? 
The CuHarrMan. Is he the Arch Samish from California? 
Mr. KastreL. From San Francisco, Senator 
| The CHarrMan. Well-known man in public life, or something or other out there? 
Mr. Kaste.. Yes, sir 
Mr. Rice. Now, on April 14, 1950, you made a person-to-person call to John 
Grosch, at Hot Springs. Can you teil us the subj natter « hat telephor 
call? Do you know John Groseh? 
Mr. Kastev. Yes, sir. 
Mr. Rice. Who is he? 
Mr. Kasrev. He is the present sheriff of the parish of Orleans 
Mr. Rice. What was the reason for your making that call to Groscl 
date? 
Mr. Kastreu. I ean’t remember. I couldn’t tell you offhand 
Mr. Rice. Do you recall calling Grosch at Hot Springs? 
Mr. Kastev. I may have called him. If the call is there on the record I admit 
to the call. 
Mr. Rice. Have you called Grosch gnore than one time at Hot Springs? 
Mr. Kastrev. [ couldn’t sav, unless the record is there 








Mr. Rr I Now, sir, going back toa questior ist ight 1 it 
this loan of $75,000 from the Mills Novelty Co. ir 1 refre ir 
recollection any if I should suggest to vou that thi for the pur 
of purchasing a quantity of liquor, which was in the cu dv of 1 iston 
at New York at that time? 

Mr. Kastreu. No, sir: that I can’t remember. 

Mr. O'Connor. I didn’t hear the questior He wanted to know whether you 


had borrowed $75,000 from Mills? 

The CHAIRMAN. Well, we asked about whether vou borrowed $75,000 fror 
Mills last night and you said you were going to think it over and try to ref 
your recollection on it. Have you refreshed vour recollection? 

Mr. KastTEt. I believe I have: ves. The answer is ‘‘Y 

Mr. Ricker. What was that t 

Mr. KastTev. Well, the transaction is a little hazy in mv mind, but I know tl 
money was sent to buy some liquor that was to be auctioned off 

Mr. Rice. Yes. 

Mr. Kastev. [ remember it. It was a long time ago 

Mr. Rice. Who had that liquor? 

Mr. KastTe.. I think it was in the hands of the Federal Government 


ransaction? 


7 Rice. A man named Farley have anything to do wit! 
Mr. Kasten. Farley? I couldn’t say. 

The CuarrkMan, Sheriff Foley. 

Mr. KasTeE.. It’s so long ago I couldn’t sav. 

The CHAIRMAN. You remember Sheriff Folev? 

Mr. Kastet. The name registers, but I didn’t know the man personally 

Mr. Rice. Did the deal go through? Did you acquire the liquor? 

Mr. KasteE.. I don’t believe it did. 

Mr. Rice. You don’t believe it went through? 

Mr. Kastev. It didn’t go through. 

Mr. Rice. But the money was borrowed? 

Mr. KasteL. The money was borrowed, and returned 

Mr. Rice. From the Mills Novelty Co. in Chieago? 

Mr. Kastev. I didn’t do business with the Mills Novelty Co I did business 
with an individual by the name of Fred Mills. 

Mr. Rice. Fred Mills? 

Mr. Kastex. Yes, sir. 

Mr. Rice. And Fred Mills in turn is connected with the Mills Novelty Co.? 

Ir. KasTeu. Yes, sir. 
The CHariRMAN. In that transaction, Frank Costello joined with you, « 


: 
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Mr. Kasteu. I don’t believe he had anything to do withit, Senator. I believe— 

The CrarrMan. I believe you and he saw Mills together—and that is the note 
Was given by you and Costello, was it not? 

Mr. Kasrex. I don’t believe Mr. Costello’s name was on the note. 

Mr. Rice. Just your name was on the note? 

Mr. Kastre.. I think so. I don’t know whether there was a note give 

Mr. Rice. Did he guarantee the note along with you? 

Mr. KastreL. Who did? 

Mr. Rice. Costello. 

Mr. Kasrev. I couldn’t answer that question. 

Mr. Rice. Did he enter into the transaction in any way whatsoever? 

Mr. Kasret. Not to my knowledge. 

The CHAIRMAN. Who saw Mills in Chicago to negotiate the matter? 

Mr. Kaste.. I did. 

The CyarRMAN. You went out to see him? 

Mr. Kasren. I don’t know whether I went out. I was out there on several 
occasions. I don’t know whether I saw him in Chicago on that particular trans- 
action or I saw him in New York. 

Mr. Ricker. We have a record here which indicates that the amount of 875,000 
was granted on an unsecured note of Costello. Does that refresh your recollection? 

Mr. Kastrev. Unsecured note? 

Mr. Rice. Yes. 

Mr. Kastreu. Unless I saw the note, that doesn’t refresh my recollection 


at all. 
Mr. Rice. Your best recollection, then, is that Costello did not participate in 
the deal? 

Mr. KASTEI 


My best reeolleetion is that I made the—he made the check on 





Lae K i 
to my order and I deposited it in the bank 

Mr. Rick. Mills did? 

Mr. KastTe.. Sir? 4 

Mr. Rick. That Mills made the check out to vour order? 

Mr. Ix ASTI 

Mr. Rice. ive Mills? 

Mr. KastTi I mav have giv him a note Id re! ) 

\Ty R } note secured DV an co iteral? 

Mii Ix STI 

ir. Rice. . ire? 

Mr. KaASsTE! If it was a note, it was secured by my signatur 

Mr. Ric ‘ it vou borrowed the money just on your word? 

Mr. KASTEL. 

The CHa e? 

N \I () Conno do you want to ask \ ir Clit La questi Cc ir up 


NI O'CONNOR The o1 question —] spoke \ h Mr [Ralph] Mills day 
se LOT PF abou we Hote bi ol Frank ¢ Ost 0 Co » rhe ver did l ‘ 
rooms of Mr. Kastel He used other rooms and when he checked out of the hote 
thev would charge that to Kastel’s room, and Costello would then pay for tha 
later » Kastel, 

Mr. KastTe.. That is correct. 

Mr. O’Connor. Is that correct, Mr. Kastel? 

Mr. Waste. That is correct. On many occasions. ’ 


I ne (HAIRMAN, Di Ls ae examine the hotel recor is? 

Mr. O'Connor. No. I ascertained that last night, sir, from, I think it was 
Mr. Broussard, Mr. Murphy’s accountant. 

The CuatrMan. For your information, I might tell you that 

Mr. O’Connor. Now, I don’t make that as a matter of fact; Lam only saying 
what I was told last night. 

The Cuairnman. That Mr. Kiley examined the original records, and anyway the 
records that he examined, so he reports to us, show what I stated last. night, which 
we have here. 

Mr. O’Connor. Well, they reflected it was charged to room 562, but that 
doesn’t mean the party occupied room 562. 

The CuarrMANn. Oh, surely; that’s true. You can register in a hotel room and 
may not occupy it. That's true. 

Mr. O’Connor. I don’t mean, Senator, that I don’t think you get what I mean. 
He can occupy room 416 and when he checked out say, “Charge that to 562.”’ 
Mr. Kastel has an accountant. 
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The CHarrRMANn. Well, in any event, the records at the Roosevelt Hotel 
that beginning in 1936 and ending 1950, March 2, 1950, that Frank Costell 


here at least 44 times for a total of 466 days, and that the number of davs ars 


out and each particular time. The records further show that during the al 
mentioned visits at which time he usually occupied, accompanied 
Loretta, he made the Hotel Roosevelt his he: 





tains an apartment. From March 2 to March i sed Kaste i 
ment. On two occasions, March 2, 1946, and June 28, 1946, hotel bi 
charged to room 1252, Phil Kastel’s accoun 

Mr. Kasteu. That is a long time ago. 

The CuarrMan. April 15, 1945 

Mr. O’CONNOR. Wo ildn’t that b 1935, for 1252. SPenacol F 

The CHAIRMAN. No; that is 1946. 

Mr. Kasreu. 1946 

The CHarrMan. March 11, 1946 

Mr. O’Connor. To room 1252, sir? 

The CHarRMAN. No. Then, 1943 to room 1252. On April 15, 1945 


“with Gerald Katino of East Orange, N. J..’’ and o ist vi y Tar 
17, 1950, to March 2, 1950 

Mi O’CONNOR He did t oc ipy vour suite, lid 

Mr. Kasten. No. 

The CHAIRMAN. That brings in some other names we d v9 
here 


: 
\I 


r. O'Connor. The last ti he was here, Ser 
occupied the suite of \Ir. Kast 
The CyatrmMan. This report was gotten up before Ni Years, whe 
here last. 
Is there anvthing else? 
Mr. Rice. Yes: on those hotel rooms. Has it ever occurred t] 
occ ipied bv Coste llo. the « ypenses for t] al has itever pee nar if tse 
Mr. Kasret. No, sir. 
Mr. Rice. The Beverly never pavs for anv of those thir ; 
Mr. Kasten. No. 
Mr. Rice. Now, sir, that Lenor Josie we spoke about a il¢ 
in the oil business? 
Mr. O'CONNOR 1 
Mr. KaASsTE! | believe he is. 
Mr. Rice. Well, hasn’t he been in the club? 
Mr. Kasten. Yes 
Mr. Rice. What does he do in the elub? 
Mr. Kaste.. Eats and drinks. 
Mr. Rice. Anything else? 


Mr. Kasten. I refuse to answer that 
incriminate me 
Mr. Rice. Did you ever see him in the easino? 


| 
Mr. Kasten. I refuse to answer that que 
incriminate me 

Mr. Rice. Did vou ever have any business trans 

Mr. Kastrev. I refuse > answer that ques 
neriminate me. 

Ir. Rice. Are vou interested in any venture wit 

Mr. Kastev. I refuse to answer that ques 

The CHarrMan. Who is this we are ta ing abo 

Mr. Kasrex.. Lenor Josie; oi] man from Texas 

The CHArRMAN. Well, a 
with him? 

Mr. O’Connor. Mav I ask him a question, Senator? Was it private 
tions? W hat transactior did vou have with him? 

The CuarrMan. All right. What is vour answer? 

Mr. Kasten. Whether I had any private transactions? 

The CHAIRMAN. You were asked about whether you had any business 
tions with him. 


Mr. Kastev. I refuse to answer that question on the grounds it may tet 


incriminate me. 
The CHarRMAN. Well, you do have some oil interests, don’t you, in T 
Mr. KasTe.L. NO, sir. 
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Mr. Rice. Do you have any oil interests anywhere? 

Mr. KasTe.. Yes, sir. 

Mr. Rice. Where is that? 

Mr. Kastev. In Louisiana. 

Mr. Rice. In what field? 

Mr. Kaste.. I don’t see any reason for going into my private affairs. 

Mr. Rice. Pickens Field? 

Mr. Kasteu. I refuse to answer that question 

The CyarrRMan. All right. Is there anything else? 

Mr. Kastel, you will be continued under subpena. My personal reeommenda- 
tion will be that some of these questions you had no right to answer. You have 
in some matters been cooperative, but some questions I can’t see how you ean 
rightfully refuse to answer them. F 

The record will be very closely studied in that regard. That is all, Mr. 
QO’ Connor 

Mr. O'Connor. Thank you, sir. 

With reference to my records. 

Discussion concerning return of record 

The CHarrMan. I will give you my assurance you will get them back not later 
than Monday at 4. 

Witness excused. 


ANNEX II 


The committee has received the following memorandum from its associate 
counsel, which sets forth the legal opinion of its staff with reference to the con- 
tempts con mitted by Phil Kastel. 
JANUARY 29, 1951. 
Memorandum to Senator tes Kefauver, Chairman, re conte mpt of Phil Kastel 
S. Res. 82 
I have examined the record of the testimony of Phil Kastel in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveved to the committee, that the refusal by Phil Kastel to answer 
was contemptuous of the United States Senate and its Special Com- 
Investigate Organized Crime in Interstate Commerce. 


As associate counsel of the committee, with the advice and concurrence of the 
+] 


committee’s legal staff, | have advised the committee and now certify that 
] 
F 


contempts complained of are, in my opinion, punishable as a matter of law In 


those instances where the witness asserted a claim of privilege, it is my opirion 


that the claim was not made in good faith inasmuch as there was no reasonable 

relationship between the questions asked and a line of proof which might incrim- 
witness under anv Federal statute. 

tifving contempt proceedings, this committee and its counsel have care- 

inguished between refusals to answer based on an arbitrary or fanciful 


+ 


to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


privilege from refusals 


Dow NEY Rict . Assoc 1ate Counse l. 


© 











82p Congress } SENATE . RErorT 
Lst Session \ No. 125 


PROCEEDINGS AGAINST ANTHONY MARCELLO FOR 
a CONTEMPT OF THE SENATE 


+FEBRUARY 21 (legislative day, JANUARY 29), 1951. 


Mr. Kerauver, from the Special Committee To Investigate Organized 


Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany 8. Res. 83] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the Unit St 
Senate by Senate Resolution 202, Kighty-first Congress, second session, 


caused Lo be issued a subpena to Anthony Marcello, of Marr , La 


re fore 
a. m. mm room 245, 
Main Post Office Building, New Orleans, La., then and there to testify 
touching matters of inquiry committed to said committee and not t 
depart without leave of said committee. The date of the subpena 
was the 13th day of January 1951. Attendance pursuant to said 
subpena was thereafter duly postponed to January 26, 1951, at which 
time the witness appeared. The subpena served upon said Anthony 
Marcello is set forth as follows: 


t 


ales 


*“ 
The said subpena directed Anthony Marcello to be and appear | 
the said committee on January 25, 1951, at 9:30 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To ANTHONY MarcELLo, 680 Barratarria Boulevard, Marre 

Pursuant to lawful authority, you are hereby commande 
Senate Committee To Investigate Organized Crime in Interstate 
Senate of the United States, on January 25, 1951, at 9:30 a 
room 245, Main Post Office Building, New Orleans, La., then : 
what you may know relative to the subject matters under co 
committee. And bring with vou all books, records, and 
relating to your income and disbursements from January 
records relating to assets and/or interest in 
mixed; or interest in legal entities during the aforesaid 
Federal income-tax returns during the aforesaid period 

Hereof fail not, as you will answer vour default under t 
in such cases made and provided. 

To United States marshal, New Orleans, La., to sery 
Given under my hand, by order of the committee, this 
the vear of our Lord one thousand nine hundred and fift\ 


property, « 


Chairman. Senate Committees To Inve stiq le Oraqan 


(C‘ommerce. 
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The said subpena was duly served as appears by the return made 
thereon by Joseph Burglass, deputy United States marshal, who was 
duly authorized to serve the said subpena. The return of the service 
by the said Joseph Burglass, deputy United States marshal, being 
endorsed thereon is set forth as follows: . 

JANUARY 19, 1951. 
I made service of the within subpena by handing same in person to the within- 


named Anthony Marcello, at 335 Huey P. Long Avenue, Gretna, La., at 10:15 
o clock a. m., on the 16th day of January 1951. 


Louis F. Kwnop, Jr., 
United States Marshal. 
By Joseru BurGuass, Deputy. 

The said Anthony Marcello, pursuant to said subpena and in com- 
pliance therewith, appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty- 
first Congress, second session. Anthony Marcello having appeared 
as a witness and having been asked questions, which questions were 
pertinent to the subject matter under inquiry, made answers as 
appeared in the records of the hearing on January 26, 1951, at room 
245, Main Post Office Building, New Orleans, La., which record is 
annexed hereto and made a part hereof and designated “Annex [.”’ 
The said Anthony Marcello having appeared as a witness arbitrarily 
refused to produce the books and records called for in the subpena set 
forth above. 

As a result of said Anthony Marcello’s refusal to produce books and 
records and refusal to answer the questions pursuant to the said 
inquiry propounded to Anthony Marcello pertinent to the subject 
matter which under Senate Resolution 202, Eighty-first Congress, 
second session, the said committee was instructed to investigate, and 
the refusal of the witness to produce books and records and to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and produce books and 
records and to answer pertinent questions to the subject under 
inquiry, and his persistent and illegal refusal to produce books and 
records and to answer the aforesaid questions deprived the committee 
of necessary and pertinent testimony and places this witness in con- 
tempt of the United States Senate. 

The subcommittee hearing at which said witness refused to produce 
books and records and to answer said questions was duly authorized 
by a resolution of the said committee, as set forth below: 


SpeciaAL ComMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


MINUTES OF A COMMITTEE MEETING, DECEMBER 22, 1950 


At an executive session of the committee held on December 22, 1950, the 
following resolution was adopted: 

‘Resolved, That the chairman of this committee be, and hereby is, authorized 
at his discretion to appoint one or more subcommittees of one or more Senators 
of whom one member shall be a quorum for the purpose of taking testimony and 
all other committee acts, to hold hearings at such time and places as the chairman 
might designate, in furtherance of the committee’s investigations of organized 
crime, in the vicinities of the cities of Tampa, Fla., and New Orleans, La.”’ 

Estes KeFAuvEeR, Chairman. 
Herpert R. O’Conor. 
Lester C. Hunt. 
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In accordance with the resolution of December 22, 1950, the 
chairman designated himself as a subcommittee of one to swear 
witnesses and to hear testimony at New Orleans, La., on January 
25 and 26, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPEctAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMER: 
MINUTES OF A COMMITTEE MEETING JANUARY 29, 1951 
The committee met at 2:30 p.m. in the District of Columbia Committee Ro 


There were present the chairman and Senators Hunt, O’Conor, Tobey, and 


Wiley. 


The chairman presented to the committee the minutes of the committe 
mectings of January 25and 26, 1951, together with a resolution made on December 
22, 1950. The chairman stated to the committee that the chairman had desis 
nated a subcommittee to hear continued testimony in connection with organized 
crime in the city of New Orleans, La., pursuant to the resolution of December 22, 
1950, the subcommittee consisting of the chairman 

The chairman then presented to the committee the minutes of said subcom- 
mittee meetings of January 25 and 26, 1951, held in room 245, Main Post Cffice 


Building, New Orleans, La. 
The chairman stated to the committee that the witness Anthony Marcello 
repeatedly, consistently, and arbitrarily had refused to produce bool 


records and to answer questions put to him throughout counsel and chairman’s 
examination of said witness on January 26, 1951, and that his refusal, therefore, 
was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said 


report and instructed the chairman to present said report to the United States 
Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator 
Tobey, it was duly resolved that the committee present to the United States 
Senate, for its immediate action, a resolution requiring the United States attorney 
for the eastern district of Louisiana to proceed against the said Anthony Marcello 
in the manner and form provided by law. 








ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED STATES SENATE, 
SpectAL ComMitTreE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
New Orleans, La., January 26, 1951 


REPORTER’S TRANSCRIPT 


The committee met at 9:30 a. m., Friday, January 26, 1951, in room 245 
Main Post Office Building, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Aliso present: Downey Rice, Esq., associate counsel; Alfred M. Klein, Esq., 
associate counsel; George Martin, investigator; and Ralph W. Mills, investigator. 


, 


STATEMENT OF ANTHONY MARCELLO, 620 RomaIN STREET, GRETNA, La. (REp- 
RESENTED BY G. Wray GILL, Esq., AND WILLIAM C. OrcHARD, Esq.) 


(Anthony Marcello was sworn by the chairman.) 

The CHAtRMAN. Anthony Marcello. What is your address, Mr. Marcello? 

Mr. Griu. If Your Honor please, prior to proceeding with the questioning of 
this witness——— 
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The CuarrMan. We will let the record show that Mr. G. W. Gill and William 

Orchard are appearing as counsel for Anthony Marcello. 

Mr. Giuu. Yes, sir. 

If Your Honor please, prior to proceeding with the questioning of the witness 
we wish to offer the objection we have heretofore made with reference to his 
brother, Carlos Marcello; that is, unless ordered to do so by the chairman we 
refuse to proceed with the hearing because of the absence of a quorum, and should 
Your Honor order us to proceed it will be over our objection. 

The CHatrMAN. Yes. All right. The same objection that you noted to the 
proceedings in the Carlos Marcello matter will be noted here. 

Mr. Giuu. All of the objections, sir? 

The CHAIRMAN. Yes; that is right. 

Mr. Giiu. I would like to add this obje ction, too, please, sir, that as mucl 
as the Constitution provides that ore shall have the privile ge of free speech, we 
respectfully submit and sugge st to you, Senator, that it works in the alte aie. 
that if he has the privilege of free speech he should not be foreed to answer a 
question that does not meet with his desire to answer because in the alternative 
if he refuses to answer then of course he would face the contempt proceedings 
For that reason we also refuse to proceed with the he pen and, should Your 
Honor order it be proceede ‘d with, it will be over our objection 

The CuarrMan. Allright. We will note your objection. 

Mr. Gitu, Thank you, sir. 

The CuarrMan. Of course, I think in that connection that claiming of free 
speech also gives the right not to testify anything before a hearing, and what not. 

Mr. Giiu. Yes, sir. 

The Cr AIRMAN. Any way, your objection is noted. 

Mr. Giiu. Yes, sir. 

The CuHarrman. All right, let’s proceed. 

Give us vour address, Mr. Marcello. 

Mr. Marce.io. 620 Romain Street, Gretna, La. 

The CHarrMAN. Before we proceed with Mr. Marcello, let the chairman ask 
one or two questions, 

You are a brother of Carlos Marcello? 

Mr. Marce..io, That is right. 

The CuarrMan. Answer up so we can hear you. 

Mr. Marcexix.o. That’s right. 

The CHarrMan. Now how many of you boys are there? 

Mr M LRCELLO. Seven. 


Phe CHAIRMAN. 


Anthony, Carlos. Name the others? 

Mr. Marce.to. Anthony, Carlos, Joseph, Pete, Sam, and Pasquale 

The CuHarrMan. All right; you proceed, Mr. Rice 

Mr. Rice. Where were vou born, Mr. Marcello? 

Mr. Marce.Lo. With due respect to the committee, I am going to refuse to 
answer anv and all questions other than my name and place of residence the 
erounds that thev may tend toincriminate me. I also refuse to produce any docu- 
ments, records, or papers on the grounds that they may t i to incriminate me. 


Mr. Rice. Now, sir, are you under any indictment at the particular tim 
Mr. Marcetx.o. I refuse to answer that question on the grounds that it may 
tend to incriminate me. 


The CHAIRMAN. Well, vou are directed to answer 
\ 





Ir. Gini. May I offer an objection at this time, r? On vesterday 
a statement was made by the Senator, ond I make this statement with all due 
deference and respect to the committee and without tending to in any wise criticize 


the Set ators opinion but, nevertheless re seiiibieien of its predicati ion the Senator’s 
opinion, and doubtless the opinion of this committee, was as stated by the Senator 
vesterday and recorded in the papers and heard of course by me in the courtroor n, 
that his brother was one of the top criminals ae America. 

The CHarrMan. If there is any doubt about that I want to restate it now, too, 
certainly. 

Mr. Griu. I appreciate that is Your Honor’s studied opinion and, inasmuch as 
that be true, the same blood of that man runs in this man’s veins; the same father 
and the same mother, and I now ask Your Honor to defer further questioning of 
this witness as it is obvious that his answers will be the same as his brother, be- 
cause, sir, for him to answer any question, knowing the process of investigation 
that has been instituted, would be seeking to make him an innocent link in a chain 
of circumstances that might result in evidence being offered that might tend to be 
a connecting link in what appears to be an investigation concerning his brother, 
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particularly as regards the immigration situation as investigated by Your Honor 
on yesterday, and I respectfully ask Your Honor to please not ask this witness 
any further questions if in asking the witness the questions it is the intention of 
Your Honor and of the members of your committee to add count after count of 
contempt against this witness for his refusal to answer further questions. 

The CHatrRMAN. Well, now, Mr. Gill, counsel for the committee will of course 
ask the witness any questions he thinks should be calculated to brin 
matters that we know about the witness. 

Mr. Giiu. Certainly, sir. 

The CHarRMAN. I want to say, though, that it will be our fervent hope 
because one member of the family happens to be in a bad situation so f 
criminality is concerned that every other member of the family is or all his 
brothers. This man seems to be a younger brother, and I hope, to begin with, 
that he might be willing to follow in a different course and that he might not want 
to follow the same action that his brother did on yesterday. 

But I think we have had enough of that. Let’s get or 

Mr. Gitut. May I make a further statement to Your Honor? It won’t take 
but a moment. 

The CuHarrMan. All right. 

Mr. Giti. I might say to Your Honor if he were called into a court of justice 
no court in the world, I believe, would pretend that this man should be a witness 
directly or indirectly against his brother, and on yesterday Your Honor stated, 
in*answer to one of the questions or as a gratuitous remark, that Joseph and 
Anthony were known criminals. Now, I might say to Your Honor 
and Anthony have never been convicted at any time in their life 

The CHariRMAN. Well, let’s let the witness testify about that, Mr. Gill. 

Mr. Giuu. I only say this, sir, to show that your source of informatio 

Mr. Rice. How do you know that, sir? 

The CHatrMan. Well, that’s ail right. 

Mr. Rice. How do you know whether he has or not? 

Mr. Giut. Well, I know, sir. I have checked the record 








Mr. Rice. You know that on information and belief: d 

Mr. Ginn. No, sir. I have checked the records, 

Mr. Orcuarp. That is all you have. 

Mr. Giiu. I definitely do know, Mr. Rice. 

Mr. Riee. I have the right to ask the witness. 

The CHatrmMan. Mr. Gill, [ think we have had enough of If he wants to 
tell about the matter, all right, but we want him to test 

(10 ahea 1, Mer R or 

Mr. Rice. Now, sir, vou have asserted vour privilege as to lest as to 
whether or not you are under indictmen vou u 1 nie \ 3 
time 

Mr. Marcec.o, I refuse to answer that que mn 

The CHarIRMAN, Well, the Chair orders vou to answer ut 

Mr. Marce.ro. I refuse to answer that question on t I nd st if might 
t 1 to ine ninate m 

Mr. Rice. In refusing to answer do you fear prosecu from a Federal or 
State offense? 

Mr. Gits. If Your Honor please, I snbmit it would al 
what he is guilty of. You are asking that he testifv agair f ind [ res} - 
fullv object to the question. 

The CnarrMan. Well, Mr. Gill, of course the law is that nt 2 fantastie 
objection, unless it is an effort to ¢ e that constit l pr ( . 
has some particular crime in mind. Senate and the ) | ! ) 
judge the questions in the light of what the allegations charges 





against him that » is afraid of, are 

So that is an entirely proper question. 

Mr. Gitu. I appreciate Your Honor’s position It is rather a diffi t one. 
But I sav it is asking a man to say what he is guilty of, to confess 

The CHatrMAN. We are trving to find out—he is claiming his privileg we 
are trving to find out just what crime it is that he thinks might incriminate him. 

Mr. CSILt.. Well, Your Honor will note mv obiection? 

The CHAIRMAN. Yes; we will note vour objection. 

Mr. Giuu. Thank vou, sir. 

Mr. Rice. Now, sir, is it a Federal or State offense that you have in mind? 

Mr. Marce..o. I refuse to answer that question. 
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The CuatrmMan. Can it be noted that on these questions, unless otherwise 
stated by the chairman, that the chairman has ordered him to answer where he 
refuses to answer? 

Mr. Giuu. Yes, sir. 

Mr. OrcHarp. Yes, sir. 

The CHAIRMAN. You understand that, Mr. Marcello? 

Mr. MarcELLo. Yes. 

Mr. Giiu. And would it also be noted if he just says “‘I refuse to answer,” that 
it will be for the same reason heretofore given? 

The CHAIRMAN. Yes, sir: we will agree to that. 

Mr. Grit. Thank you, sir. 

Mr. Rice. Did the transaction from which you fear prosecution involve yourself 
or others? 

Mr. Marcet.o. I refuse to answer. 

Mr. Rice. Did the transaction from which you fear prosecution occur more 
than 10 vears ago? 

Mr. Marce.x.o. I refuse to answer. 

Mr. Rice. Less than 10 years ago? 

Mr. Marce..o. I refuse to answer. 

Mr. Rice. Now, sir, you were called upon to produce certain records. Do you 
have those? 

Mr. Marce.xio. No. 

Mr. Rice. On what grounds do you refuse to produce those? 

Mr. Marcex.o. On the grounds that they may tend to,incriminate me. 

Mr. Rice. In a Federal or State offense? 

Mr. Marce.xo. I refuse to answer that. 

Mr. Rice. What is your business, sir? 

Mr. Marce vo. I refuse to answer that question. 

Mr. Rice. How old are you? 

Mr. Marce.wo. I refuse to answer that question. 

Mr. Rice. Are you married? 

Mr. Marce cvo. I refuse to answer that qu 

Mr. Rice. Are vou single? 

Mr. Marce..o. I refuse to answer that question. 

Mr. Rice. Are you a citizen? 

Mr. Marce..o. I refuse to answer that question. 

Mr. Rice. Are you an alien? 

Mr. Marce.wo. I refuse to answer. 

Mr. Marceiio. Were you born in Africa? 

Mr. Marce..o. I refuse to answer. 

Mr. Rice. In 1946 were you associat d with Joe Poretto? 

Mr. Marce.o. I refuse to answer. 

Mr. Rice. Do you know Joe Poretto? 


} 
i 


‘stion. 


Mr. Marce..o. I refuse to answer. 

The CHarrRMAN. Now, for the record, Joe Poretto is the man who started up the 
Southern News Publishing Co., about 1946. 

Mr. Rice. Have you ever heard of the wire service? 

Mr. Marceu.o. I refuse to answer that question. 

Mr. Rice. Have you ever heard of News Service? 

Mr. Marce..o. I| refuse to answer. 

Mr. Rice. In 1946 did you receive $300 from the News Service iajNew Orleans, 
La.? 

Mr. Marce vo. I refuse to answer. 

Mr. Rice. Were you not associated in the News Service known as the Southern 
News & Publishing Co.? 

Mr. Marce vo. I refuse to answer. 

Mr. Rice. Were you not associated with Poretto, Ralph Emory, of Cicero, IIl., 
Frank Capello, Anthony Carollo, and your brother, Joseph Marcello, Jr., in the 
wire service, 1946? 

Mr. Marce to. I refuse to answer. 

Mr. Rice. Now then, sir; do you know a Mr. J. J. Fogarty? 

Mr. MaRrceE..o. I refuse to answer that question. 

Mr. Rice. Were you not associated in the operation known as the Daily Sports 
News? 

Mr. MarceE vo. I refuse to answer. 

Mr. Rice. Did you not participate in a partnership known as the Daily Sports 
News in 1947? 
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Mr. Marce wo. I refuse to answer. 

Mr. Rice. Did you not have 37! percent? 

Mr. Marce.vo. I| refuse to answer. 

Mr. Rice. Did you not have 37% percent of the business known as the Daily 
Sports News? i 

Mr. Marce..o. I refuse to answer that. 

Mr. Rice. Now, sir; did you not receive $3,172.73 from your partnership in 


the News Service in 1946? 
Mr. Orcuarp. If that is from his income-tax records we object on the ground 


it is violative of the President’s directive. 

The CHAIRMAN. It is a question that the witness is asked. 

Mr. Orcuarp. Will you please note our objection? 

The CHarRMAN. Yes; we note your objection. 

Mr. Rice. What is your answer? 

Mr. Marce.uo. I refuse to answer. 

The CuHatRMAN,. Did he receive anything? 

Mr. Rice. Did you receive, or were you paid any money, by the News Service 
in 1946? 


Mr. MARCELLO. 


I refuse to answer. 





Mr. Rice. Now, sir, in 1947, were you paid any money by any news service? 
Mr. Marce vo. I refuse to answer. 

Mr. Rice. Specifically, the Daily Sports News. 

Mr. Marce..o. I refuse to answer. 

Mr. Rice. Did you not receive $8,782.59? 

Mr. Orcuarp. The same objection, Your Honor. 

The CuarkMAN, Let it be noted. 

Mr. Marce vo. I refuse to answer. 

Mr. Rice. Do you have an interest in a record shop? 

Mr. Marce..o. I refuse to answer. 

Mr. Rice. Have you had an interest in a record shop? 

The CHAIRMAN. Now, for the record, what record shop are you talking about 


Mr. Rice? Are you trying to bring out’ 
Mr. Rice. A record shop personally owned by the witness on Huey 
Avenue in Gretna. 
Mr. MarRceEL.Lo. 
The CHAIRMAN. You mean a record shop, with phonograph records? 


I refuse to answer. 


Mr. Orcuarp. I submit that counsel is testifying We should identify ( 
place or ask the man what is the name of the business, and so o 

The CHAtRMAN, All right, Mr. Orchard, that is just what we are trying to find 
out, what he had in mind asking about. Go ahead 

Mr. Ru E. Do you have an interest in the New Orlea ( i! te Sery 3 
Corp.? 

Mr. Marcet.o. I refuse to answer. 

Mr. Rice. Did you have an interest in 1948 in the New Orleans Cigarette 
Service Corp ? 

Mr. Marce..o. I refuse to answer 

Mr. Rice. Were you paid any money by the New Orleans Cigarette Service 
Corp.? 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Do you have an interest in any gambling club? 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Do vou have any legitimate business? 

Mr. Marce.uo. I refuse to answer. 

Mr. Rice. Specifically, do vou have an interest in the New Southport ( 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Are vou not a partner in the operation known as the New So port 
Club in Jefferson Parish? 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Have vou not been paid a substantial sum of 1 ro e Ne 


So 


thport Club in Jefferson Parish? 
Mr. Marce.uuo. I refuse to answer. 


Mr. Rice. Have vou ever been arrested? 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Have you ever been in jail? 

Mr. Marce..o. I refuse to answer. 

Mr. Rice. Have vou ever served time in Atlanta? 


Mr. Marce.to. I refuse to answer. 
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The CHarrRMaN. All right; let’s get on. 

Mr. Rice. Do you know a man by the name of Eddie Mooney? 

Mr. Marce vo. I refuse to answer. 

Mr. Rice. Do you know Vie Trapani? 

Mr. Marce.vo. I refuse to answer. 

Mr. Rice. Do you know Tony Trapani? 

Mr. Marcetvo., I refuse to answer. 

Mr. Rice. Is it not true that you accompanied Eddie Mooney, a representative 
of the 8. & G. Gambling Syndicate, in Florida to New Southport Gambling Casino 
along with Vie and Tony Trapani during the months of February and March of 
1949? 

Mr. Marce uo. I refuse to answer that. 

The CHatrrMan. Have you ever been engaged in the narcotics business? 

Mr. Marce vo. I refuse to answer. 

The CHarRMAN. Do you and your brother Carlos have an interest in some 
sailing ships or boats in which vou brought in narcotics or marijuana? 

Mr. Marce.vo. I refuse to answer that question. 

Mr. Rice. What is your father’s name? 

Mr. Marce.uxo. I refuse to answer. 

The CHAIRMAN. Have you ever been out of the State of Louisiana? 

Mr. Marce.vo. I refuse to answer. 

The CHAIRMAN. Well, there is no use going on with this witness any further 

Well, with whatever strength we have we will certainly try to recommend 
that vou get the full extent of the law, sir. That will be all. 

(Witness excused. 


ANNEX II 


The committee has received the following memorandum from its associate 
counsel, which sets forth the legal opinion of its staff with reference to the con- 
tempts committed by Anthony Marcello: 

JANUARY 29, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Anthony 

Marcello (S. Res. 83 

I have examined the record of the testimony of Anthony Marcello in additior 
to hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by Anthony Marcello to bring 
books and records, and to answer questions was contemptuous of the United States 


Senate and 


en: and its Special Committee to Investigate Organized Crime in Interstate 


Commerce 


As associate counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might incrim- 
inate the witness under anv Federal statute. 

In certifving contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 


DowneEy Ricg, Associate Counsel. 


O 
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PROCEEDINGS AGAINST MIKE RUBINO FOR CONTEMPT 
OF THE SENATE 


FEBRUARY 21 (legislative day, January 29), 1951.—Ordered to be printed 


“Mr.Kerravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany S. Res. 84 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second 
St ssion, caused to be Issued & SUbpena to Slike inubmeo of Grosse 
Pointe, Mich. ‘The said subpena directed Mike Rubino to be and 
appear before the said committee forthwith, at room 900, Federal 
Home Loan Bank Building, 101 Indiana Avenue NW., Washington, 
D. C., then and there to testify touching matters of inquiry committed 
to said committee and not to depart without leave of said committee. 
The date of issuance of the subpena was the 12th day of January 1951 
Attendance pursuant to said subpena was had on February 9, 1951, at 


A 
Detroit, Mich., in room 734, Federal Building, at which time the wit- 
ness appeared. The subpena served upon said Mike Rubino is set 
forth as follows: 

UNITED STATES OF AMERICA 


CONGRESS OF THE UNITED S17 


To Mike Rvusino, 10868 Bedford Road, Grosse Pointe, M 
Pursuant to lawful authority, vou ar 
Special Committee To Investigat 
the Senate of the United States, 
900, Federal Home Loan Bank Build 
D. C., then and there to testifv what 
matters under consideration by said commit 
1. All ledgers, vouchers, car 
bank statements, financi: 
of accounts receivable and p: Og 
bursements, for the period from Januar 
2. All books, records, or other docum 
holding or interest in, anv business, co 
erty, real, personal or intangible, for t} 
3. All correspol dence relating to the sult 
graph 2 hereof, for the period from Janua 
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Hereof fail not, as you will answer your default under the 
penalties in such cases made and provided. 
To to serve and return. 
Given under - hand, by order of the committec 
the vear of our Lord 1951. 


pains and 


», this 12th day of January, in 


KsTes KEFAUVER, 

Chairman, Committee To Investigate 

Organized Crime in Interstate Commerce. 

The said subpena was duly served as appears by the return made 

thereon by Kennedy Laurence, deputy superintendent, Detroit Police 
Department, who was duly authorized to serve the said subpena. 
lhe return of the service by the said Kennedy Laurence, being en- 
dorsed thereon, is set forth as follows: 


JANUARY 19, 1951. 
I made service of the within subpena by showing the original and serving the 
copy to the within-named Mike Rubino, at 1800 Beaubien Street, Detroit, Mich., 
at 3:55 p. m., on the 19th day of January 1951. 


KENNEDY LAURENCE 
Deputy Superintendent, Detroit Police Dep artme nt. 

The said Mike Rubino, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty-first Congress, 
second session. Mike Rubino having appeared as a witness and 
having been asked questions, which questions were pertinent to the 
subject matter under inquiry, made answers as appeared in the 
records of the hearing on February 9, 1951, at room 734, Federal 
Building, Detroit, Mich., which record is annexed hereto and made a 
part hereof and designated “Annex I.” 

As a result of said Mike Rubino’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence 
concerning the matter committed to said committee in accordance 
with the terms of said subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Mike Rubino per- 
tinent to the subject matter which under Senate Resolution 202, 
Kighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I is a violation of the subpena under 
which the witness was directed to appear and answer pertinent ques- 
tions to the subject under inquiry, and his persistent and _ illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in con- 
tempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpecIAL CoMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


JANUARY 3, 1951. 
Resolved, That the chairman of this committee be and hereby is authorized at 
his discretion to appoint one or more subcommittees of one or more Senators, of 
whom one member shall be a quorum for the purpose of taking testimony and 
all other committee acts, to hold hearings at such time and places as the chairman 
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might designate, in furtherance of the committee’s vest tio! f orvanized 
nd crime, in the vicinities of the cities of Cleveland, O ‘ Det ¥| 
a ; ‘ Pre . . 
In accordance WILh the resolution of January IYoi, the chairman 
: z ma: 


in by letter dated February 3, 1951, as set forth below, ted Senato 
Herbert R. O’Conor as a subcommittee of one to s 


to hear testimony at Detroit, Mich., be ining | ! \ 5 
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Do you solemnly swear the testimony you will give this committee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Rusrno. I do, 
TESTIMONY OF MIKE RUBINO 


The CuarrMan. What is your full name? 

Mr. Rusino. Mike Rubino. 

The CHarrmMan. And your address? 

Mr. Ruspino. 1068 Bedford. 

The CuarrMAN. How long have you lived at that address? 

Mr. Rusino. About 6 years. 

The CuarrmMan. How long have you lived in the city? 

Mr. Rustino. I was born here. 

The CHarrMan. Counsel may proceed. 

Mr. Burutnac. What is vour business, Mr. Rubino? 

UBINO. I refuse to answer, 

SURLING. Do you have any grounds for refusing to answer? 

UBINO. It might incriminate me. 

URLING. Are you aware that the numbers racket is not a Federal offense? 
uBiNO. I don’t know what you are talking about. 

URLING. I am not talking whether vou are in the numbers racket, but 
are you aware that being in the numbers racket is not a Federal offense? 
Rupino. I don’t know what you are talking about. 

Mr. Buruinc. You never heard of the numbers racket? 

RUBINO. ] heard of it, ves. 

‘HATRMAN. You do not know anything about it? 

LUBINO. No, sir. 

URLING. At any rate, you have a long criminal record, do vou not? 
RUBINO. Yes. 

Mr. Buruina. In 1927, vour offense is 8. L. In 1930, assault with intent to 
kill. These are all alleged, and I do not mean to imply that you were convicted 
for each one of them. You didn’t go to Leavenworth until 1933, when vou got 
7 vears for counterfeiting. 

In 1930, robberv, armed. In 1930, interference. In 1930, witness to a shooting. 
In 1931, disorderly person. In 1931, disorderly person. In 1933, investigation. 
In 1933, violation of United States Code. In 1933, counterfeiting. You were 





sent away for 7 vears on that; were vou not? 

Mr. Ruptno. Yes. 

Mr. Buruinc. In 1933, viol 
enemy Were vou arrested on the charge of being a public enemy? 

Mr. Rusino. It must be if it is there. 

Mr. Burutnc. There are several transfers that appear here and then we come 


1UDAA. In 1941, for narcotics. Were you 


ation of the United States Code. lr 


1 1933, public 








*( 
ever rested on & narcotics char re? 





M SURLING. How was it possible that you could be arrested for narcotic 
har < nd not remember? 

\Iy Rt BIN®O | Was! arrest¢ 1 for narcotics 

Mr. Burtinc. You were. 

Mr. Rupino. No, sit 

Mr. Buruina. If the police record savs vou were, then it is wrong? 

United States marshal, Detroit, Mich., Mike Rubino, No. 11842, January 14, 
1941 | In’ this You ? uv for i ee uu not? 

Nt ivUt », | spina bh rt 1 0 

Mr. BuRLIN Conspiracy to { tl narecotie law? 

\ Rut o. I don’t unde ind Vy t vou are ki hou 

NI BURLIS You do know \ uf reol re? 

Mr. Rupino. Ye 

Mr. Burin What were } nspil to do? 

Mr. Rupino. I do rem 

Mr. BURLIN ] pped though you went to prison? 

Mr. Rusino. I don’t remember. 

Mr. Buriinc. Even though you went away on a sentence of 18 months in & 


Federal correctional institution, it has slipped vour mind, has it? 


Mr. Rusino. I can’t think that far back. I just can’t remember. 
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Mr. Buruinc. You cannot remember whether you went to jail? 

Mr. Rupino. I know that, yes. 

Mr. Burutna. Then we come down to 
and in 1944, investig: 
with intent to kill. 

Mr. Ruspino. Yes. 

Mr. Buruine. Have you ever been in a 

Mr. Rusrino. I refuse to answer. 


1944, investigation of robbery 
ation of murder, and in thi of 
Did you get those arrests? 


armed, 


S lnvestigation assauil 


year, 


] it 
efit 


nate busing 


Mr. Buruinc. Have you ever earned an honest dollar in your life? 
Mr. Rusino. I refuse to answer. 
Mr. Buriine. How does that incriminate you, Mr. Rubino, to testify whether 


you ever carned 
Mr. RvusBIno. 
Mr. BuRLING. 
ask that the 
The CHairRM 
Mr. RuBINo. 


The CHAIRMAN. 


Mr. BURLING. 


that have columns headed T, H, Col, Short, and X, and EXP. The imber 
“72400” and the date ‘April 21.” Then there is a tape, an adding machine taps 
Did you ever see those before? 

Mr. Rusino. I refuse to answer. 

Mr. Buruina. You refuse to answer? 

Mr. Rusino. I refuse to answer. 

Mr. Buriina. Whether you saw them? 

Mr. Rusino. That's right. 

Mr. Buruina. By the way, were you ever arrested for shooting a police er? 

Mr. Rusino. No, sir. 

Mr. Buruing. Had you ever been a fugitive from ice? 

Mr. Rusino. I refuse to answer that. 

Mr. Burning. Didn’t you just disappear for about 2 years, at one time? What 
is your answer? 

Mr. Rusimno. I refuse to answer. 

Mr. Burui What is the Ajax Manufacturing ¢ P 

Mr. Rusio. It is a manufacturing company. 

Mr. Buruiwnc. Manufacturing what? 

Mr. Rusino. Thev manufacture automotive part 

Mr. Burutne, What kind of automotive parts? 

Mr. Rurino. Mirrors. 

Mr. Burturxe. Do vou own it? 

Mr. Runino. No, sir. 

Mr. BuRLIN Do vou recognize this photograph of a house? 

Mr. Rurino. Yes : ; 

Mr. Burtinc. Whose house is that? 

Mr. Rusino. I rent that one. 

Mr. Burutne. This indicates the economic status of this man who has a e1 ul 
record and I ask that the photograph be admitted in evidene 

The CHatRMAN. It will be admitted and marked ‘‘ Exhibit No. 20.” 

(The document identified was the reupon receive d in evidence as exhibit No. 20, 
Witness Rubino. 

Mr. Buruinc. Who owns the house? 

Mr. Rupino. Mrs. Armelee 

Mr. Buruinc. Will you spell it? 

Mr. Rupino, I don’t know. 

Mr. Buriina. Can you read and write? 

Ir. Ri BINO, No. 

Mr. Buruinc. Have you ever been in partners! Pete Lica 

Mr. Rupino. No, sir. 

Mr. Buriinc. You do know him? 

Mr. Ruspino. Yes, sir. 

Mr. Buruing. You never had any business dealings witl 

Mr. Rupino. Never 

Mir. Buruinc. Mr. Chairman, our memorandum on Mr. Rul 3 
man is one of the toughest hoodlums in this part of the country. Iss ted in 
several murders. Is trigger man for Licavoli combine in a! mbpe! I I rs." 


Do you care 


to comment 


an honest dollar? 


I refuse to answer. 





Mr. Chairman, I think that question is clearly proper and | 
witness be ordered to answer it. 
N. Yes; th: comn ittee directs that you answer. 


I refuse to. 
All right. The next question. 


I have here some sheets which look to me like accounting sheet 


about that? 
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tuBINo. I don’t know what vou are talking about. 
sSURLING. You cannot understand that? 
RUBINO. No, sir. 








can identify these document vhiech I will characteri i 
then, since policy is not a Federal offense, I will ask that t 
Witness to answer 
Mr. Rubino, I show you a sheaf of papers dated April 2 
exami them and state whether or not vou know what t \ 
Mr. Rusrno. I refuse to look at them. I refuse to answer 
Mr. Buruinc. You refuse to look at them? 
Mr. Rusino. Yes. 
Mr. Buri L sk the Chair to direct the wit st 
The CHAIRMAN. hair directs you and you still refus 
Mr. Rupino. I re to answer , 
Mr. Burui Mav the be marked in evidence? 
| CHAIR) | sheets will be admitted lence a 
witness sal « Phe Chair will r nd t 
that citation for cont Lp © la unst [ eC vil I 
i in if i! t 1aent 1 Was I reu n re \ 
Witne s R bino 
The CHAIRMAN. Ye ire excused 
\“\ S sed 
ANNEX I] 
T} ( y } ha roe ved ha fo wir ‘ ] 
cK ( s forth t ( oD 1 oO I W 
* 1 by Mike Rubino. 
] 
M lum to Senator Estes Kefauver, cha I 
at o (S. R S-4 
I i ( t re rd of the testi or of Ni e R 
it the ti it was given, and it is y O} oO 
d to the ¢ tee, that the refusal by Mik« 
tions was contemptuous of the | ted States S ate a 








As associate co l of the co uittee, with tt vice al 
co lega I have a ed t ( mit and 
p , c nia 1 of are. i 1V Oo} oO hable a 
{ stances where t vitness asserted a claim of privil 
I » bet we the q a ianda e ¢ roof 

+ VV l I i i — Li 

in certifving conte pt proceedings, this co ttee and 
I l hed betwee I usais to answer a lo i 
( ( I from refusais to answer au ) 1 

vt ra 1 with ev t minimum pos that t 
‘ ler a of t iW f [ Stat 


URLING. Mr. Chairman, I would like to ask the witness 
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Mrz Kerauvenr, from the Special Committee To Investigate Organized 
’ Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany 8. Res. 85] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Joseph A. Porretto of New 
Orleans, La. The said subpena directed Joseph A. Porretto to be 
and appear before the said committee on January 25, 1951, at 9:30 
a. m., in room 245, Main Post Office Building, New Orleans, La., 
then and there to testify touching matters of inquiry committed to 
said committee and not to depart without leave of said committee. 
The date of the subpena was the 13th day of January 1951. Attend- 
ance pursuant to said subpena was had on January 25, 1951, at which 
time the witness appeared. The subpena served upon said Joseph A. 
Porretto is set forth, as follows: 


UNITED STAT! 
CONGRESS OF THI 


To Jospren A. PoRRETTO, 

New Orleans, La., Greeting 

Pursuant to lawfuly authority, vou art 
Committee To Investigate Organized Crin 
of the United States, on January 25, 1951, at ‘ 
room 245, Main Post Offiee Building, 
what vou may know relative to the subject 
committee, and bring with vou the docume: 
sheet 

Following appeared on the attached s! 

“And bring wit! 
your income and disbursements from January 
to assets and/or interest in property, either real, 
legal entities during the aforesaid period; and cop 
during the aforesaid period 

All books, reeords, and supporting documents relatins 
disbursements from January 1, 1946, to date; all reeords re 


th vou ali books, records and 
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location of subscribers, customers and/or “drops” of the Southern News Publishing 
Co., and/or Liberty Service Co., including copies of Federal income-tax returns 
during the aforesaid period and records relating to extent of participations and 
identity of persons in interest directly or indirectly during the aforesaid period. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To George Butler to serve and return. 

_ Given under my hand, by order of the committee, this 13th day of January, 
in the year of our Lord 1951. 
Estes KEFAUVER, 
Chairman, Senate Committee To Investigate Organized Crime in Interstate 
Commerce. 

The said subpena was duly served as appears by the return made 
thereon by George Butler, who was duly authorized to serve the 
said subpena. The return of the service by the said George Butler 
being endorsed thereon is set forth as follows: 

JANUARY 18, 1951. 

I made service of the within subpena by personal service the within-named 
Joseph A. Poretto at Knoffie Pecorra’s car lot in 100 block South Broad at 11:45 
o’clock a. m., on the 18th day of January 1951. 

GEORGE BUTLER. 

The said Joseph A. Porretto pursuant to said subpena and in com- 
pliance therewith appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty-first 
Congress, second session. Joseph A. Porretto having appe ared as a 
witness and having been asked questions, which questions were perti- 
nent to the subject matter under inquiry, made answers as appe —_ 
in the record of the hearing on Janury 25, 1951, at New Orleans, La., 
which record is annexed hereto and made a part hereof and designated 
‘Annex [.” 

As a result of said Joseph A. Porretto’s refusal to answer the 
questions pursuant to said inquiry, as appears in the record annexed, 
consisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con- 
cerning the matter committed to said committee in accordance with 
the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Joseph A. Por- 
retto pertinent to the subject matter which under Senate Resolution 
202, Kighty-first Congress, second session, the said committee was 
instructed to investigate, and the refusal of the witness to answer 
questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer pertinent 
questions to the subject under inquiry, and his persistent and illegal 
refusal to answer the aforesaid questions deprived the committee of 
necessary and pertinent testimony and places this witness in contempt 
of the United States Senate. 

At an executive session of the committee held on December 22, 1950, 
the following resolution was adopted. 


SpeciaL Commirrere To INVESTIGATE ORGANIZED CRIME IN INTERSTATE 
COMMERCE 
DecEMBER 22, 1950. 
Resolved, That the chairman of this committee be and hereby is authorized at 
his discretion to appoint one or more subcommittees of one or more Senators, of 
whom one member shall be a quorum for the purpose of taking testimony and 
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Mr. FLANAGAN. At the outset, Mr. Chairman, I would like to make the state- 


ment that I appreciate the duty imposed upon you by Senate | 


) 
to 


al i { e would like the committee to understand the duty imposed upor 
me in representing nv cuent 

The CHAIRMAN. We appreciate that, Mr. Flanagar 

Mr. FLANAGAN. Any remarks tl I may say or any statement, and th a 
i hi the statements are made or the ma . 3 —— 
answered, | int it understood it is not to be construed as a discourtes 
co ‘ 
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the ease of Kilburn v. Thompson, which held that neither of the d 
to either House, would have anv right to poss al i 3 


into the private affairs of citizens. 





I would also like the reeord to show tha { . ‘ ‘ il ’ | 
Delleve there Was some tate nt appenr 
ittorney of t State. the United States attor 

vited to this hearing 

V} (CHAIRMAN W t @ ’ 1D 
present, Du nev have a rignt be here 

Mir. FLANAGAN. And that the reeord shov 
room 

| e CHAIRMAN, \ 1 rigl 

Mr. Rick. Your name, sir? 

Mr. Porserro. Joe Poretto 

Mir. Rick. Where do you e? 

\Ir. Porerro. 28 S at Place 

Mr. Rice. How old are vou? 

\lr. Porerro. IT am 44 vears cld 

Mr. Rick. Where were vou bor 

\lr Por} rro New ()y 

The CHArRMAN,. Is that Soniat P n Ne () 

Mir. Porerro. Jefferson Pa 

\I WICH Hay ou | 

\Ir. Porerro. Yes, T have 

ir. Rice. Hav H 

Nir P, RETTO [ refuse tf } ( j 
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refuses to answer it in the first instance that he will refuse to follow the direction 
of the Chair? 

Mr. FLANAGAN. It is understood that he refuses to answer those questions 
because he is standing on his constitutional privilege. 

The CuarrMan. I know It then becomes my dutv to direct him to answer 
each of the questions. That is, after he refuses to answer, I direct him to answer, 
and then he refuses to follow the direction. 


Mr. Feanacan. That is correct 

The CuHarrRMan. Can that be understood—that he is direct to answer cae 
of the questions ! uses? 

Mr ANAGAN. He refuses, relying on his constitutional privileg 


Ky 
The CHAIRMAN, Yes; that is correct 
Mr. R 


Ick. Now, sir, going back to the question about whether vou have ever 

been arrested or not, do vou assert ir privilege because you are under a pending 
es S 
i ‘tment? 


Mr. Porerro. I refuse to answer that question on the grounds that I may tend 


to incriminate myself. 


Mr. Rice. Are there any special circumstances connected with that situation 
which gives you the right to assert the privilege? 

Mr. FLanaGan. Mr. Chairman, I don’t know: He says “that situation,” but 
he didn’t explain any situation. 

Mr. Rice. Yes He has a situation in mind which will incriminate him 


If he doesn’t, he must answe1 
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Mr. Rice. Were you connected with the Southern News Pul hing ¢ 1946? 
Mr. Porerro. I refuse to answer that questi on the ground 
incriminate me. 
The CHarrRMAN. Well, now, we understand. Yo 
and we will understand the grounds. 


Mr. FLANAGAN. That it is on the grounds that \ f 
questions are not pertinent to the Issue 

Phe CnarrmMan. And it might incriminate | \ll 1 

Mr. Rice. In 1946, did vou leave Houston and come to New Or 
the Southern News | ublishu vy Co.T 


Mr. Porerro. I refuse to answer. 
Mr. Rice. Did vou send $5,000 to Trans-Amer ‘ 1G , ) 
Mr. Porerro. I refuse to answer. 





Mr. Rie Did vou se 1 $5,000 to Trans-Ar ric: a 
purpose? 
; Mr. Porerro. I refuse to answer. 
} Ir. Rice. Have vou ever heard of Trans-America? 
Mr. Porerro. I refuse to answer. 
Mr. Rice. Did vou contract to purehas i \ i 


in 1946? 

Mr. Porerro. I refuse ewer, 

Mr. Rice. Did vou ha 4 le os with W 

Mr. Porerro. I refuse to answer 

Mr. Rice. Were vou not billed bv Wes | f 
in 1946? 

Mr. Poretrro. I refuse to ar Y 

Mr. Rick. Wer L arrested ¢ \u 20, 104 
News Publishing Co.? 

Mr. Porerro. I refuse to answ 

The CHatRMan. Let me ask e thing either 


Southern News Pub ing I 
ell us what it was? 
Mr. FLAN iN. TIT hay » knowledge, mvs 
The CHArRMAN. Can iv? 
\l PORETT« \r 
The CHAIRMAN. You just refuse to tell anvthi 
Mr. Porerro. That is correct, sir. 
Mr. Rier. Did not the New Orleans Police Denart: \ 2 
arrest you, Louis Stell urn} I | Lrovato na Ra I 
Mir. Porerro. I refi to al r. 
Mr. Ricre. Anthony Carollo 
1 


-ORET! ly ’ i 
rt HAIR a i] I I 
Mr. Porerro. I re I 
Mr. Rier. Did vou file an i 
nA 235, 194 aw I I] 
f PP? (} 
Mr. Por [1 . ar 
| Cy ' W ’ } y 
ippea t of the S of | isi i, | 
Orlear MW No * No » i 
It ar irs to L t10 ! \ ; 
Vir. Fy \[r. ¢ | 
record if la ( t 
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Mr. Rice. 
No response. 
Mr. Rict 
notary public? 
No response 
The CHAIRMAN. 
Witness about it 


Mr. Rice. Did 


The CHAIRMAN. 
Mir U1 t Did 


that Joseph 








vou 


Mir 


( 


l 
a 


Rice, 


State 


Poretto 


irticies set ou tha 
raided the premises 
and received the telet 


is a part of and was cor 


New York (¢ 


Mr ick. Wer 


through Brooklvn, 


I refuse 


Mr. Porerro. 
Mr. Rice. Is it 
Li 
Mr. Rice. 
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82p CONGRESS SENATE Report 
Ist Session { No. 128 


AVIATION WAR-RISK INSURANCE 
22 (legislative day, JANUARY 29), 195] 


N . JOHNSON of Colorado from the Committee on Interstate 
* > 


Foreign Commerce, submitted the following 


REPORT 


The Committee on Interstate and Foreign Commerce to whom 
referred the bill (5S. 435) to amend the Civil 
as amended, and for other purposes, havin 
report favorably thereon with amendments 


the bill as amended do pass. 
The amendments are as follows: 


ry : > . } 
lo section 1506, add tLWo subse CtLLOns as 


d) Annual payments shall be made by the S 
United States as misccilanecous ree 
ment through the « uplos ment 

provisions of this title 


to the average monthly 


balanee of appropt 
fund a pereentage determined annually in advar 
Irv. Such percentage shall not be less than 
Treasury pays on its marketable obligations. 

e) The Seeretary shall contribute to tl 
ability Fund, on the basis of annual billings : 
Commission, for the Government’s share of the 
ment Svstem appli able to the emplovees engage 
of this title. The Secretary shall also contribute té 
fund, on the basis of annual billings as determined 
ministrator for the benefit payments made from suc 
employees engaged in carrying out the provisions 
billings shall also include a statement of the fair por 
ministration of the respective funds, which shall be 
the Treasury as miscellaneous receipts. 


In section 1307 (f), page 9, line 4, inser 
before the word “insurance” 
PURPOSE 
The purpose of this bill is to authorize the Secretary of Commerce 


to provide war-risk insurance adequate to the needs of air commerce 
of the United States. The authority proposed to be granted may be 
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exercised only with the approval of the President, and after such 
consultation with interested agencies of the Government as the Presi- 
dent may require, whenever it appears that such insurance cannot 
be obtained on reasonable terms and conditions from companies 
authorized to do an insurance business in a State of the United States. 
The bill calls for the addition of a new title designated Title XIII, 
War Risk Insurance, to the Civil Aeronautics Act of 1938, the pro- 
visions of such title being for the same purposes and similar in context 
to the recently enacted title XII of the Merchant Marine Act of 
1936 entitled “‘War Risk Insurance.”’ 

The ordinary insurance policy now in effect covering aircraft, 
covers the usual perils of fire, damage, ete., and excepts certain 
named war risks from coverage. These exceptions, known as “free 
from capture and seizure,” or analogous clauses, are generally standard 
in content and exclude from coverage under the police: V covering usual 
hazards any claim for loss, damage, or expense arising out of incidents 
of war. A typical war-risk exclusion clause is set out below.! These 
war risks are insured against separately either by adding a rider to 
the original policy or by purchase elsewhere. 


JUSTIFICATION 


The most compelling reason why this legislation was needed for 
vessels and is needed for aircraft is that commercial war-risk insur- 
ance, to the extent it can be secured, is subject to termination on short 
notice and is otherwise inadequate. War-risk insurance, available for 
vessels at the time of the hearings on the bill which became Public 
Law 763, provided for automatic termination in the event of the out- 
break of war between any of the four great powers, France; Great 
Britain, including the British Commonwealth of Nations; the Union 
of Soviet Socialist Republics; and the United States of America. 
Commercial war-risk insurance, available for aircraft, is subject to can- 
cellation on 48 hours notice. The problems faced by aircraft opera- 
tors have recently been illustrated in the Korean airlift. Aircraft 
were made available to the United States Government subject to con- 
tract, and war-risk insurance was purchased in the commercial mar- 
ket, but such insurance was subject to cancellation on 48 hours’ notice. 
It is important to bear in mind that under such conditions commercial 
war-risk-insurance coverage is virtually useless because it permits the 
assessment of very high premiums but is subject to cancellation at 
the time insurance is needed most. 

Without war-risk-insurance coverage the operator of aircraft has a 
choice of taking the risk for war damage or of landing his aircraft in 
a safe airport and suspending operations. The operator cannot be 
expected to assume the risk of the loss of his aircraft from war dam- 
age, because of the concentrated high value which could be totally 
lost. If he undertook such risk he would have to demand compensa- 
tion so high that it would curtail the services and inflate the rates for 
cargo carried, 

1A ty ul war-risk exclusion clause: “‘This policy does not cover, anything herein to the contrary not- 

1 . loss or damage due to or resulting from: (1) Capture, seizure, arrest, restraint. or detention, 
or the consequences thereof or of any attempt thereat, or any taking of the property insured or damaged 
to or destruction thereof by any Government or governmental authority or agent (whether secret or other- 
wise) or by any military, naval, or usurped fire, whether any of the foregoing be done by requisition or 
otherwise and whether in time of peace or war and whether lawful or unlawful; (2) war, invasion, civil war, 
revolution, rebellion, insurrection, or warlike operations, whether there be a declaration of war or not; (3) 
strikes, riots, or civil commotions; (4) malicious mischief, sabotage, or any intentional injury or destruction 
(or attempt thereat) by any person whatsoever.” 
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War-risk insurance similar to that proposed in this bill was not 
made available for aircraft during the last war. At that time the 
limited air operations across the Atlantic and Pacifie were taken over 
by the United States Government. ‘Title to the aircraft was trans- 
ferred and the risk assumed by our Government although the opera- 
tions were conducted under contract by the airlines. The commercial 
airline services overseas have grown enormously since that time. The 
revenue plane-miles operated across the Atlantic and the Pacific 
Oceans by commercial airlines increased from 1,562,184 in 1939 to 
62,293,979 in 1949; the cargo ton-miles have increased from 542,215 
in 1939 to 53,041,019 in 1949; and the passengers carried have increased 
from 5,533 to 516,162. The Importance of alr movement to our 
defense effort is not only shown in the totals carried but also in the 
swift movement of selected materials; for example, new bazookas and 
drugs, and plasma to battle areas. Because of the expansion of these 
operations the committee is of the opinion that they should be con- 
tinued to the extent feasible by private operators and that Govern- 
ment war-risk insurance should be available to such operators to 
prevent suspension of services because of lack of commercial insurance 
against war hazards. 

While the commercial markets may be able to provide all or a major 
part of the insurance that may be required, it is most essential that 
the Secretary of Commerce be authorized to provide war-risk insurance 
if a situation arises bringing into effect termination clauses in the war- 
risk policies. 

There is ample precedent for this type of legislation. During both 
World Wars I and II marine war-risk insurance similar to that pro- 
posed in this bill was provided for vessels and in September 1950 the 
Kightv-first Congress again enacted stand-by legislation to permit 


this type of insurance for vessels (Public Law 763). Conditions during 
past wars demonstrated that international transportation conditions 
ean change so rapidly, that almost without warning international 


carriers are threatened with such great hazards that the usual insurance 
markets cannot undertake to supply the required protection for trans- 
portation against war perils. 

The need for this legislation is not lessened by the fact that some 
aircraft are operated under contract between the carriers and the 
United States Government. The aircraft under such contracts are 
insured by the Government because the Government agrees to 
indemnify the operator for specified losses. The primary need for 
this legislation is not to provide insurance for such operations, although 
the agencies contracting for such services could utilize the adminis- 
trative facilities carrying out the program of war risk insurance under 
S. 435. This legislation is needed to make insurance available for 
the commercial operations apart and aside from those earried on 
under contract. 

It is not necessary that the insurance necessarily involve cost to 
the United States. 5. 435 provides that to the extent practicable the 
premiums to be paid shall reflect the risk. Marine war-risk insurance 
was provided during the last war for property with a value of nearly 
$6,500,000,000 and the provision of such insurance made a profit 
for the United States Treasury. The premiums collected from private 
industries and from the War Shipping Administration were both in 
excess of the losses under the policies. The report of the Comptroller 
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General for the fiscal years 1948 and 1949 summarizes the insurance 
activities and in effect shows that a substantial sum of money was 
covered into the Treasury and that there was an excess of premiums 
and other credits over amounts expended in the settlement of losses. 

The Department of Commerce, of all Government agencies, could 
in our opinion, administer this proposed aviation war-risk insurance 
program most efficiently and with the least cost to the taxpayer 
because the marine war-risk insurance program, which is similar to 
the proposed aviation insurance program, is administered by the 
Department of Commerce, and because the same insurers under- 
writing marine risks underwrite the bulk of risks in aviation 

This bill follows very closely the marine war-risk insurance legisla- 
tion enacted on September 7, 1950. It varies first only to extent 
necessary to make it applicable to aircraft and, secondly, it is more 
restrictive than the marine legislation in that it limits the j insurance 
to be issued to war-risk insurance. Furthermore, the bill authorizes 
suits under it in the district courts of the United States rather than 
in the admiralty courts. Aviation matters are not normally litigated 
in such courts and there is no reason for creating this type of jurisdic- 
tion in such courts. 

To delay the enactment of this type of legislation until further inter- 
national warfare occurs, may then require a hasty improvisation of 
procedures and arrangements which can be costly, both to the Govern- 
ment and the operators, and have a deterrent effect on the flow of 
vital commerce. The recent extensive study of war-risk insurance 
for marine transportation which led to the enactment of Public Law 
763, in the Eighty-first Congress, provides a general parallel to the 
present proposal and should permit prompt enactment of this legisla- 
tion. The interested Government agencies, the committees of Con- 
gress, and the representatives of insurance industries spent many 
months in the study of the problems involved in war-risk insurance 
of the maritime industry. While these studies are fresh in the minds 
of those interested, the consideration of this bill can be expedited. 


AMENDMENTS 


The amendment to section 1306 was recommended by the General 
Accounting Office. The insurance program contemplated by this pro- 
posed legislation is essentially a business-type enterprise and, as a 
matter of sound accounting principles, should pay all costs incurred 
by the United States Treasury in making funds available for its opera- 
tion and the cost incurred by the Government in providing civil-service 
retirement and disability fund benefits, and in making contributions 
to the employees compensation fund. This amendment so provides. 

In section 1307 (f), page 9, line 4, the Assistant Secretary of Com- 
merce recommends the insertion of the word “aviation” after the word 
“The.” This will permit the Secretary to follow the practices in the 
aviation insurance business and make this section consistent with 
section 1307 (c). 


SECTION BY SECTION ANALYSIS OF THE BILL 
Section 1301 (a) defines American aircraft to include civil aircraft 


of the United States, as defined in section 1 (15) of the Civil Aero- 
nautics Act of 1938, any aircraft chartered by or made available to the 
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United States or anv department or agency thereon, or the government 
of any State, or any political subdivision thereof, or the District of 
Columbia. 

Section 1301 (b) defines “war risks’’ to include, to such extent as the 
Secretary may determine, all or any part of those risks which are 
described in free of capture and seizure or analagous clauses. These 
clauses are standard in content and exclude from coverage any claim 
for loss, damage, or gre caused by or resulting from capture, 
seizure, arrest, restraint, or detainment, or the consequences thereof 
or of any attempt the wre or any taking of the aircraft by requisition 
or otherwise, whether in time of peace or war and whether lawful or 
otherwise: Also from all consequences of hostilities or warlike opera- 
tions (whether there be a declaration of war or not), piracy, civil war, 
revolution, rebellion, or insurrection, or civil strife arising therefrom. 
Any risk included in such a clause whether excluded specifically in the 
insurance policy or by interpretation is a “war risk’’ and can be covered 
by the Secretary under this bill. 


Section 1301 (¢) designates the Secretary of Commerce as the officer 
empowered to provide the insurance, 
Section 1302 (a) provides that the Secretary of Commerce, with the 


approval of the President, may provide insurance and reinsurance 
against loss or damage by war risks whenever it appears that such 
insurance adequate for the needs of the air commerce of the United 
States cannot be obtained on reasonable terms and conditions from 
underwriters authorized to do an insurance business in a State of the 
United States. Because of the conditions existing in the world today, 
circumstances may arise which would compel the operators of aircraft 
to seek war risk Insurance when such insurance is not available com- 
mercially under reasonable terms and conditions. Under these con- 
ditions, it is highly desirable that the Government should have the 
power to issue war-risk insurance. The last clause in this section 
limits the seope of the bill so the Secretary cannot provide war risk 
insurance on aircraft and cargo which remain in the United States, 
This avoids duplicating the insurance made available for such property 
by a®general war damage act applicable to property in the United 
States. 

Section 1302 (b) provides that any insurance or reinsurance issued 
under any of the provisions of this bill shall be based insofar as prac- 
ticable on consideration of the risk involved. This is an important 
difference from the marine war-risk insurance law in effect during the 
last war, which provided that insurance or reinsurance should be pro- 
vided ‘fat nominal or other rate basis * * * (after consultation 
with the ‘Office of Price Administration or other agency) * *  *” 
46 U.S. C. 1128 A (1944). The change in language authorizes the 
Secretary to est: ablish premiums on an insurance basis to avoid, to the 
extent possible, losses to the Government from this insurance activity. 
There appears to be no actuarial bases upon which war-risk insurance 
premiums may be predetermined and, accordingly, the fixing of 
premium rates requires a high degree of judgment based upon con- 
ditions at any given time in a given area. 

Section 1303 describes the persons, property, and interest which 
may be covered by war-risk insurance under the bill. These include: 

American aircraft and those foreign aircraft owned by citizens 
of the United States or engaged in aircraft operations deemed by the 
Secretary to be in the interest of the national defense or the national 
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economy of the United States, when so engaged. This language is 
broad enough, particularly in its reference to foreign-flag aircraft to 
include such aircraft when engaged in operations deemed to be in the 
interest of the national defense or national economy. 

(6) Cargoes shipped or to be shipped on any such aircraft, including 
shipme nts by express or registered mail. 

(c) The personal effects and baggage of the captains, pilots, officers, 
and crews of such aircraft, and other persons transported on such 
aircraft. 

(d) Captains, pilots, officers, members of the crew of such aircraft 
and other persons employed or transported thereon against loss of life, 
injury, detention by an enemy following capture. 

(e) Statutory or contractual obligation or other liabilities of such 
aircraft, or the owner or operator of such aircraft of the nature custom- 
arily covered by insurance. 

Section 1304 authorizes any department or agency of the United 
States to procure, with the approval of the President, from the Secre- 
tary of Commerce any of the insurance provided under this. bill 
except as provided in the act of July 8, 1937 (50 Stat. 479). The 
latter act establishes a procedure for insuring, with the Secretary of 
the Treasury, Government property while it is being tr: insported., 
The language contained in the latter part of this section is to prevent 
duplicate insurance on property of the United States Government. 

Section 1305 would authorize the Secretary of Commerce, to the 
extent — at he is authorized by this title to provide insurance, to rein- 
sure, in whole or in part risks assumed by any company authorized 
to ina an insurance business in any State of the United States, and to 
obtain reinsurance from any such company. ‘This permits a distribu- 
tion of the large risks involved but provision is made to prevent any 
private company from obtaining a profit advantage by virtue of rein- 
surance provided or obtained by the Government. For this purpose, 
the bill states that reinsurance shall not be provided by the Secretary 
at rates less than or obtained by the Secretary at rates more than the 
rates established by him on the same or similar risks or the rates 
charged by the insurance carrier for the insurance so reinsured, Which- 
ever is most advantageous to the Government 

Section 1306 provides that all moneys appropriated by Congress or 
received from premiums, salvage, or other recoveries in connection 
with this title shall be de posited in a revolving fund in the Treasury 
Department. 

The fund was established in the Treasury rather than in the Depart- 
ment of Commerce to coincide with existing fiscal policies and to be 
consistent with the marine war-risk insurance legislation. The amend- 
ment to this section will further the business-type aspects of this 
program. 

Section 1307 (a) authorizes the Secretary to issue such policies, 
rules, and regulations as he deems proper and to adjust and pay losses, 
compromise, and settle claims. This subsection provides that the 
amount of any claim paid with respect to any aircraft insured under 
this bill shall not exceed any amount determined by the Secretary, 
after consultation with the Civil Aeronautics Board, to represent the 
fair and reasonable value of the aircraft. This subsection also pro- 
vides that the amount of the insurance once determined shall be 
stated in the policy and binding on the insured and the Secretary and 
the amount so stated shall be paid in the event of total loss. 


ee ee 
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Section 1307 (b) authorizes the Secretary to prescribe and change 
policy forms, premium rates, and makes clear that any such changes 
shall not apply to policies in effect at the time of such change without 
the consent of the insured. 

Section 1307 (c) authorizes the Secretary in the administration of the 
title to exercise his powers, perform his duties and functions, and make 
expenditures in accordance with commercial practices in the aviation 
insurance business. This subsection further provides that except as 
authorized in subsection no insurance broker or any other person acting 
in a similar intermediary capacity shall be paid any fee or other con- 
sideration by virtue of his participation in arranging any insurance 
where the Secretary directly insures any of the <4 thereof. 

Section 1307 (d) of the bill provides that the Secretary may, and 
whenever he finds it practical to do so shall, employ companies or 
groups of companies authorized to do aviation insurance business in 
any State of the United States to act as underwriting and settling 
agent. ‘To employ the services and facilities of companies experienced 
in the insurance field to act as agents of the Government will avoid 
the establishment of numerous offices by the United States Gov mn- 
ment. This bill does not limit the companies who may participate to 
domestic companies as does the comparable marine legislation, because 
in the normal commercial insurance practice, many operators of 
aircraft purchase their aviation insurance from such nendomestic 
companies. Unless these companies may serve as agents, those 
operators would have to go to other insurance companies to buy their 
war-risk policies. This would make for inconvenience and duplica- 
tion of efforts. It was concluded therefore that foreign companies 
be permitted to serve as agents. American interests are adn tale ly 
protected by the requirements that insuring companies must be 
admitted to do an insurance business in a State of the United States. 

The bill makes it clear that although the services of underwriting 
agents might be utilized in the adjustment of claims, no claim is to be 
paid unless and until it has been approved by the Secretary. The bill 
provides for compensation of such underwriting agents permitting the 
inclusion of allowance for expenses reasonably incurred by such agents 
but provides that such allowance shall not include any payment by 
such agent on account of solicitation for or stimulation of new business. 

Section 1307 (f) requires that the Secretary shall prepare annually 
and submit a budget program and maintain an integral set of accounts 
which shall be audited annually by the GAO in accordance with prin- 
ciples and procedures applic ‘able to commercial transactions as 
provided by the Government Corporation Control Act. 

On page 9, line 4, we recommend the insertion of the word “aviation”’ 
after the word “The”. This will permit the Secretary to follow the 
practices in the aviation insurance business and make this section 
consistent with section 1307 (ce). 

Section 1308 provides that nothing in this title shall affect rights of 
airmen under existing law. 

Section 1309 requires the Secretary to include in his annual report 
to Congress a detailed statement of all activities and all expenditures 
and receipts under the title for the period covered by the report, and 
in addition make quarterly progress reports to Congress. 

Section 1310 provides that in the event of any disagreement arising 


out of a loss insured under the bill suit may be brought against the 








Ss AVIATION WAR-RISK INSURANCE 


United States in the United States district court in which the claimant 
or his agent resides, thus claimants are reserved full right of judicial 
review in the event of disputes arising out of claims for losses on 
account of insurance under the title. This differs from the comparable 
provision in the marine war-risk insurance law, since suits under that 
law will be brought in the admiralty courts, whereas suits under this 
bill would be brought in the district courts. This change is made 
because litigation involving the aircraft operators is not usually heard 
in the admiralty courts. 

Section 1311 provides that a person having an insurable interest in 
an aircraft may with the approval of the Secretary insure with other 
underwriters in an amount in excess of the amount insured with the 
Secretary of Commerce, and in that event the Secretary shall not be 
entitled to the benefit of such insurance. This section is taken from 
the Marine War Risk Insurance Act where it was adopted to clearly 
permit an owner to purchase additional insurance at his own expense. 
Since the Secretary shall determine what in his opinion is the fair and 
reasonable value of aircraft, it is appropriate to permit the owner, 
particularly in cases where he feels the aircraft is worth more than the 

value established by the Secretary, to secure additional insurance. 
This section provides, however, that this does not prevent the Secre- 
tary from entering into contracts of coinsurance. 

Section 1312 provides that the authority of the Secretary to provide 
insurance and reinsurance under this title expires 5 years from the 
date of enactment thereof. This provision follows the maritime war- 
risk insurance law. The committee believes that it is desirable to pro- 
vide a limitation on the grant of the powers contained in the law, so 
Congress could review the matter within a reasonable time if any such 
authority might still be needed 5 years after its enactment. 


CONCLUSION 


Your committee received letters from the Civil Aeronautics Board 
and De ‘partment of Commerce urging the prompt enactment of this 
legislation. The committee also received reports from the Secretary 
of State, the Secretary of the Treasury, the Comptroller General, the 
National Advisory Committee for Aeronautics, and the Interstate 
Commerce Commission. The air carrier industry urged prompt enact- 
ment of this bill and the aviation insurance underwriters indicated 
they had no objection to the legislation in this form. The bill has the 
approval of the Bureau of the Budget. 

Your committee believes it is amply evident that with world con- 
ditions in their present unsettled state it is necessary that authority 
be provided whereby the Government might issue war-risk insurance 
when commercial aviation insurance companies cannot or will not do 
so. Therefore, in order to be prepared for eventualities over which 
we may not have control, your committee urges the prompt enact- 
ment of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 
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THE CIVIL AERONAUTICS ACT OF 19388 


TiTLE I—GENERAL PROVISIONS 


Section] * * ® 
6 * * * * * * 


Titzne XIJI—War Risk INsvuRANCE 


Sec. 1801. As used in this title 
i 
(a) The term “American aircraft” includes “‘civil aircraft of the United States” as 
defined in section 1 (15) of this Act, and any aircraft owned or chartered by or made 


available to the United _ 8, or any de partm ent or agency lhereos, or the govern nt 
of any State, Territory, ¢ r possession of the United States, or any political subd sion 
thereof, or the District of Columbia. 

(b) The term “war risks” includes, to such extent as the Secretary may determine, 
all or any part of those risks which are described in ‘‘free of capture and seizure” 
clause Ss, or analogous clause 's 

(c) The te rm “Secre tary”’ means the Secretar / of (‘omme e. 

NSEC. 1302. (qa) The Secretary, with the appro al of the P esident an / rf te h 
consultation with inte re sted agen¢ le & of the Go ernment as the P ( dent wv j equ 
may provid insurance and reinsurance against lo or damage a na ) . 
risks in the manner and to the extent prot wded in this tit henever it 1s determined 
by the Seer tary that such insurance ade q sate for the need f the a comn e of the 
United States cannot be obtained on reasonable terms and conditions from companie: 
authorized to do an insurance business in a State of the Unite States: Provided, 
That no insurance shall be issued under th fatle ng we? ' Ss On De nr 
property engaged or transported exclusively in at ym pithin th ‘continental 
United States (ercluding Alaskc 

b) Any insurance or reinsurance tssued under any of the provisions of this title 
shall he based, insofar as practt able. upon conside ! ion of tl} sk anno 

Sec. 1303. The Secretary may provide the insurance and ns mnce, authorized 
hy section 1302 with fot,“ gadeecdepe follow? ng persons, propert ( nite f 

a Ame rican aire raft, and those foret Lar - fli 'gQ aurre ft ¢ ed bb Cute zer of the 
United States or engaged in aircraft ope rat ions deemed hy th Necreta to he n the 
interest of the national defe nse or the nattonal economy of ti l'nited Ntate : hen 
so enqgaqd d, 

(b Carqoes transpo te l or to hy transpo ted on ar S | 1] ; / hip- 
ments bu express or requste ‘od ma l- atr carqoes ownel | f ) ? fe of the 
United State > tls Te rritor Lé S, or posses roy s; a rardo vorted to, ¢ ern ted 
from, the United States, its Territories, or pos LO? ! cargo 0 ( } ‘ 
chased by citizens or residents of the l'nited States. its vrritories. or Nosse oO? 
unde? contracts of sale o p irchase by the terms of whach the of la ' 
or the obligation to provid insurance against such risks ts assumed by or fa non a 
citizen or resident of the l'nited States, its Territori or posse ) ) 
port d hetween gener in the U'n tted State s «and ts Tey fories and pos ) 
between points tn such Territories or possesstons. 

( The personal effects and baggage of the captains. pilots. offi ers, and ( of 
such ai craft, and of other persons transport lor ha afi 

d) Captains, pilots, offic rs, me mbers of t} ‘rews of } ' raft md otne 
per ons employed or t ansported thereon agatr sf los of = LDN {/, Qnad de fention 
by an enemy of the United States. 

‘ Ste uty tory or contractual obligations or othe r ly 1h? lat es of sucl (7 aft or of 
the owner or operator of s ich aircraft of the nature customarily covered by insurance. 

Sec. 1304. (a) Any de partment or agency of the United States may, with the 
approval of the Pre side nt, prot “ure from the Secretar yan of the insurance a Dro led 


for in this title, except as provided in sections 1 and 2 of the Act of Ju § 19 
(50 Stat. 479). 

(b) The Secretary 1s authorized with such apprcval to provide such ins ince al 
the request of the Secre tary of Defense and such othe ra jen 17S as the P €81 te nt may 
prescribe, without premium in consideration of the agreement of the 
Defense or such agency to inde m nify the Secretary against all losses covered by such 
insurance, and the Secretary of Defense and such other agencies are authorized to 
execute such indemnity agreement w ith the Secretary. 

Sec. 1305. (a) To the extent that he is authorized by this title to provide insurance, 
the Secretary may reinsure, in whole or in part, any company authorized to do an 
insurance business in any State of the United States. The Secretary may reinsure 
with, or cede or retrocede to, any such company, any insurance or reinsurance provided 
by the Secretary in accordance with the provisions of this title. 
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b) Reinsurance shall nct be provided by the Secretary at rates less than nor obtained 
by the Secretary at rates more than the rates established by the Secreta ry on the same 
or similar risks or the rates charged by the insurance carrier for the insurance so 
rernsured, whichever is most advantageous to the Secretary, except that the Secretary 
may make to the tmsurance CcarrTrver sie h alli wances for ert perses on account of the 
cost | Sé ices rende red or fac tlities frat nished as he deems reasonably to accord u ith 
good Dbusiness practice, but s ich allowance to the carrier shall not provide for any 




















payment by the carrier on account of sclicitation for or stimulatian of in ance 
i hie 
SEC. 1506, (a Vone {8s app opriated h j Cor gress to carry out the provisio? of 
this f I and all moneys CCE ed f om premiums, sal age, o other recoverie and all 
ece { conne ” ith thi l tle shall he depo ead tn a evolving | nd in the 
Trea / of the United NSiates. Payment of ret n premiums, losses, settlement . 
? e from such funds through the disbursing facilities of the Treasury Departmen 
Such sums as shall be necessary to carry out the provisions of this title are 
a ho »>he approp tied to ch fund. 
lt /east annua any balance in the CVOLLVIN / ind nexrcess of an amount 
ae ead D the ve fa fo be necessa for the re ] enment of the fu l and 
re ; é es to maintain the so ney of the fund sha ve paid inio the / 1 j 
( re Ss receipl 

! lnmnu pauments sha be made by the ey retary to t} Treasu 1 of the T ed 
slat S InNe€OUs re pl ) eason of cos u 1 1 the Gove ment thre } 
tf ni ent of appropriated funds by tl Set lary in ca ng out tl pro Ons 
( ( T} pa nl s/ be co puted by applyu oO the ‘ Lg month 
ba appro} fed nad etained in tl f n nda pe entage determ2i t 
an ! mice oO f} ‘s oO thie Tre j ‘ } De lade ha not 

} he « nt « ! ute hich the wury pays on tts marketable 
0 ; 
} oe ta ne mnt te to the x e Retirement and Disability 
} if ) Das Pan f , leler? r d ) he ( Ne e Commission 
4 Go hiner Sic fie osl / ( oe ( Ret ement fem applicant 
> é NO es , ted 2 ca Oo the pr sions of thi fotle "he secreta y 
} ] »> 7 é j ) es ype ! ; ] Oo hie pa S ) aL 
} , : ] Te eee aT j idmin , » the heneht naume 
} ( emplo ! ide I } rue UF ro LS 
1} e shy so 7? / ta ent ¢ } f po n 
ho » ’ ( he respec vhicl ha paid by 
ae / ; / a Ss ‘ ‘ ; ‘ ‘ WSN 

\ / S “= th frm? ition of t)} title j te such 
Dp 1? equ f as h i ns prope a? / ty ad tf and pay Ss 
( Dp ( , S I } he n favor of o against tt United Stat und 

; yf any settlement aq pon, 1? spect of any claim und n une 
( } / sf hut i] pe oanua f } 3 ins ed und the 
] ) ) } , ni of ti clar? wi) fed ”? ro sed, ¢ i «aid- 
j p / ha nono event exces the amoun lated n the po , wi h si 
? é in amount determined by the Secretary afler consultatior vith the C 
Aeror cs Board to represent the fa and reasonable value of the aircraft Ha 
po / ha 7 € a stated amount to be paid mn the event of tota {O88s, 

}, The Necreta manu prescribe and chang forms and polices, and fic, ad 
and change ¢} amounts asured and tfes of premium provided for n this title 
Provided, That with re spect lo policies tn ¢ iKe ct at the time any such ¢ hange is made, 
Suci Aandge shal appl J only w th the consent of the 7msu ed. 

T)} Sec elary, nm a ly ) é ng h S title, w 1 exe S¢ his powers perio 
his ities and functions, and make his expenditures, in accoidance with comme r! 
practice n the aniation ins ance business. Ercept as authorized in subsection t 
of this section. no insurance broker or other person acting in @ sim lar intermed ary 
capa Ly shall be pa d any Jee 0 other conside ition by the Ne etary by virtue of his 
pa vation in arranging any insurance wherein the Secretary directly insures any 





Secretary may, and whenever he finds t practv al to do so shall, employ 
companies or groups of companies authorized to do an aviation insurance business 
in any State of the United States, to act as his under vriting agent. The Secretary 
may allow such companies or groups of companies fair and reasonable compensation 
fo) servicing insurance written by such companies or groups of companies as under- 
writing agent for the Secretary. The services of such underwriting agents may be 
utilized in the adjustment of claims under insurance provided by this title, but no 
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claim shall be paid unless and until it has been approved by the Secreta Sucel 
compensation may include an allowance for expenses reasonab neurred by h 
age nt, but such allowance shall not include an { payment by such agent on a runt 
of solicitation for or stimulation of insurance business. 

(é) The Secretary with the consent of any exer itive le partment riche 7 ent 














establishment, or other agency of the Government, including any field se thereof, 
may avail himself of the use of information, services, fa es. office : 
ployees thereof im carrying out the provisions of this title 
f The Secretary, in the pe rformance of, and wit espect to, the 
powe rs, and di fies vested in him by this litle, s/ al pre Lie ’ 
a budget program as prot ided for vholly owned Gove ment orpo fran j he 
Government Corporation Control Act as amended (59 Stat. 597; 81 \. ¢ \ 
The Secretary shall maintain an integral set of ac nt hich shall he aw z 
n sally by the General Accounting Office in accordance t} , Jes and pro 
applicable to commercial transactions as provided by ti vd Go nment Co 
tion Control Act: Provided, That because of tl husine f tutho 
this title, the Secretar / may exercise the powers cor “4 ) i f é. ¢ ara the 
duties and function ® and make exper ditures ree ead ) 
cial p actlice n the aviation nsurance f[ 204 . it} (ye? | ( na) 
S/ all allow credit for SuCh eXrper di ire hie sho ! ) } 
mature of such ¢ itho red acti Lies, 
Sec. 1308. This title she not affect rights of 
Sec. 1309. The Secretary shal! wv dein | t tin Cona ' 
statement of ali activities and of all expendit ( f ) +} 
period covered by such report and in additio ) ea YT 
Congress with reference to contracts ent I nlo, | DO ' cl und ft 
progress ot his nsurance activilte 
Nec. 1310. l pon disagreene a fn a los ; 
mainta ned against the l’) t States hie { ed ss ) . ta f 
Distr ct of Co mb 1 oO n the United Ntate 
wi ich the claimant or his agent 7 des. not het ] 
a / provision a f g ; / ) ( 
and this emed h ( ! ( 
matte against ,aq f ¢ OV ) el 
this till lf ti nant I , 
é {} l ted Stat Dist ico ) J) ( 
Sia district oO bh the \tto LG J Ni 
( pl servr 1) yroced ! hs ) 
provided fo / t courts b l ( 
( o rl 1/1 3 ne} 
; ext @ ' 4 i Ob ’ 
( he ty In a f } f N 
the UL lL St ) ccount o ? 
ons entitled yu? , ; f \ 
Oo 1p ) nf eae qe } f ) 
t/ D sl f ( ; ; f ) 0 [ \ ’ 
a? ict D sOn é ae I> j act »? . 
rethin the ad f ct 1? fy ) yh } } 
manner as the cou lire If the court 
assert a claim oO account o Ssucr j irance f f / 0? 
unknown by publication in the Federal R ] 
discharae the linited Slates trom frurthe a f fod? fore tn ; / / 
a | persons when Sé Ce DY pub “aor d ee ) 0 } fhe 
court The period thin hich iit ! he com? ( frre ne ' { 
providing for bringing of sui aga f the i fold N / 
therefor within sucl per od. hve l reonded ” cl / eC ¢ ] } 
shall have been adn wnistratively enied he Ne é / 
Prov howeve - That such clain S/it we deen o have heer rf ) 
denied if not acted ipon within r pont a fhe ft é ! eS fi} \ 
Jor good cause shown shall have otherwise agreed [nt 
Sec. 1811. A person having an insurable ntlerest aft may h the 
approval of the Secretary, insure th othe nele 7 , » amount 
the amount insured with the Secreta /, and n that event. the Se elary } ¢ 
entitled to the he neti ot such insurance, hut noth ng n tr ect 7 ] ‘ 
Secretary from ente ring into contracts of coins nice 
SEC. 1312. The autho ly of the Secretar ¥ 104 ra ) nee rnd ( 


unde r this title shall expire five years from the date of enac é rth 
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AUDUBON CENTENNIAL YEAR 
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FEBRUARY 26 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §, 248] 


The Committee on the Judiciary, to which was referred the bill 
(S. 248) authorizing the President of the United States to issue a 
proclamation designating 1951 as Audubon Centennial Year, having 
considered the same, reports favorably thereon, without amendment, 


and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the President 
of the United States to issue a proclamation designating 1951 as 
Audubon Centennial Year, in observance of the one-hundredth 
anniversary of the death of John James Audubon. 


STATEMENT 


John James Audubon was a pioneer in the battle to save from 
extinction various types of wildlife. He lived in a pioneer era when 
America’s natural resources seemed as limitless as the horizons to the 
west. 

Consequently, it is not surprising that in 1886 an organization was 
founded “for the protection of American birds not used for food’’ and 
that this organization should take for its name the ‘‘Audubon Society.” 
At present, the Audubon Society and its affiliated organizations across 
the continent constitute one of the greatest conservation organizations 
of its kind in the world. The major purpose of the society is to advance 
public understanding of the value and need of conservation of soil, 
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water, plants, and wildlife and the relation of their intelligent treatment 
and wise use to human welfare. 

The committee believes that this legislation, giving just recogni- 
tion to the pioneer conservationist, will serve as a major incentive to the 
fine organization which bears his name to continue its excellent work. 
It is for this reason that the committee recommends approval of 
the proposed legislation. 


O 
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RUZENA PELANTOVA 


FEBRUARY 26 (legislative day, . 


McCarran, from the Committee on the Judiciary. 


the following 


REPORT 


The Committee on the Judiciary, to which was referred the bill (S 
249) for the relief of Ruzena Pelantova, having considered the same, 


reports favorably thereon without amendment and recommends that 
the bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residences 
in the United States to Ruzena Pelantova. The bill provides for an 
appropriate quota deduction and payment of the required visa fee and 
head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 64-year-old native of Bohemia who 
last entered the United States as a visitor on September 21, 1949. 
She has previously been in the United States, both as a student and 
as a visitor. She was sentenced to 8 years at hard labor by the Nazi 
government following her conviction for underground work against 
that regime. She was liberated from a concentration camp in Bavaria 
in May 1945 by the American forces. She is supporting herself through 
lectures which she gives under the auspices of the Free Europe Asso- 
ciation, Inc., and from the sale of scripts to the Voice of America 

A letter dated December 14, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3782, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: . 








oo 
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DeEcEMBER 14, 1950. 
Hon. Par McCarra> 


Chairma? Commitiee on the J udiciary, 
T nited States N¢ nate, Wasi ington, dD, = 


+; 


My Drar Senator: This is in response to your request for the views of the 
1 
reiat 


Department of Justice 
elantova 

The bill would provide that, in the administration of the immigration laws, 
tuzena Pelantova shall be considered to have been lawfully admitted into the 
United States for permanent residence as of the date of her last entry, upon pay- 
ment of the required head tax and visa fee. It would also direct the Secretary of 
State to instruct the quota-control officer to deduct one number from the non- 
preference category of the appropriate immigration quota for the first vear such 
quota is avilable. 


ive to the bill (S. 3782) for the relief of Ruzena 


lhe files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a widow and a native of Bohemia, having been born on 
Miarch 13, 1886. in Sulislav. Bohemia. She claims to be stateless. Mrs. Pelantova 
entered the United States at the port of New York on September 21, 1949, when 
she was admitted under section 3 (2) of the Immigration Act of 1924 for a tempo- 
rary period to expire on March 20, 1950, which was subsequently extended until 
June 25, 1950. The alien was previously in the United States as a student in 
1920, attending the University of Chicago until August of 1921, as a vistor from 
until October of 1925, and again as a visitor from October until November 
46. She is presently considered as being unlawfully in this country, having 
overstayed the extension of the temporary period granted to her. 

Mrs. Pelantova was graduated from the Pilzen Teachers’ College, Pilzen, 
Bohemia, in 1905, and has devoted much of her life to social welfare work. Out- 
standing employments have been with the Czechoslovak Red Cross under Dr. 
Alice Masarvk, as adviser to the architect and manager of the Masaryk Homes 
for Aged Ineurables and Children, as chief of the social service department, city 
of Prague, and as director of the social service department, Czech underground 
movement. As a result of her conviction by the Nazi Government for under- 
ground work against their regime and for treason against the Nazi Protektorat, 
she was sentenced to 8 years at hard labor, and was finally liberated from a con- 
centration camp in Bavaria by the American forees on May 1, 1945 

Che files further reflect that the alien resides at the Lennox Hill Settlement 
House, in New York City, exchanging several hours of her services each week for 
part of her room and board. She is not steadily emploved but pavs her expenses 
with money realized from occasional lectures which she gives under the auspices 
of the Free Europe Association, Inc., and from the sale of scripts to the Voice of 
America. Mrs. Pelantova has no property, either real or personal, of value, in 
this country, and stated that she is not indebted financially, and ! 
the recipient of publie welfare, either in this country or Europe 





has never been 


The quota of Czechoslovakia, to which the alien is chargeable, is oversubscribed 








nd an immigration visa is not readily obtainable. Her case is similar to those 
of other aliens who wish to obtain the benefits of residence in the United States 
but who are unable to obtain immigration visas. Many of these aliens are unable 


for political reasons to return to their native countries at this time, and have 
found refuge in foreign lands, where they are awaiting their regular turn for the 
issuance of immigration visas which will permit them to enter the United States 
for permanent residence. The record presents no facts which would justify 
granting Mrs. Pelantova a preference over those aliens who remain abroad and 
follow the procedure prescribed by our immigration laws. To enact the proposed 
measure would probably encourage other aliens to enter the United States for 
temporary periods and then claim that they are political refugees who are unable 
to return to their native countries 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill 

Yours sincerely, 
Peyton Forp, 
De puty Attorney General, 
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Senator Edward J. Thye, the author of the bill, has submitted the 
following information in commection with (he cas 
UNITED Stat SENATE, 
CoMMITTEE ON AGRICULTURE AND Fores 


Wa ngton, 1). ¢ 
Hon. Par McCarran, 
Chairman, Senate Committee on the Judiciary, 
Wash naton, D. ¢ 


DEAR SENATOR McCarran: To furnish the Senate Committee on the Judiciary 
with the information customarily desired in connection with private bills relating 
to immigration matters, I wish to present the following as sponsor of S. 3782, a 
bill for the relief of Ruzena Pelantova: 

1. A refugee from Communist-dominated Czechoslovakia, Mrs. Pelantova 


came to the United States on a nonimmigration visa, No. 137, application 
V-928811. <A further statement with reference to the circumstances s 

her escape from Czechoslovakia and her coming to the United States is attache: 
herewith. 

2. Her present activities are lecturing among Czechoslovakian and American 
groups, writing articles and radio scripts, all of them dealing with the present 
conditions in Czechoslovakia and featuring the present terrorist Communist 
regime in that country. 


3. She is earning her living by means of such writing and lecturing and is not 
dependent upon any other person for her support. 

t. She is not engaged in any activity, political or otherwise, injurious to the 
American public interest, and her actions are in fact directed o1 toward a 


constructive contribution to the United States as a free natior 
5. She has not been convicted of an offense under Federal or State law 
In further support of 8. 3782, I wish to submit the following additional data: 
(a) Extracts from the indictment against anti-Communist persons in Czecho- 
slovakia, including Mrs. Pelantova; 
(b) Outline of the details of the escape of Mrs. Pelantova from Czechoslovakia; 
(ce) Memorandum furnished by Mrs. Pelantova with reference to the five 
questions submitted to the sponsors of the bill by the Senate Committee on the 
Judiciary ; 
(d) Copy of curriculum vitae of Mrs. Pelantova; and 





(e) Copy of press release which I issued at the time I introduced the bill for the 
relief of this distinguished Czechoslovakian refugee 

I respectfully request favorable action by the Senate Committee on the 
Judiciary on 8. 3782, as I believe that this is an unusually worthy case, meriting 


the relief that would be afforded by the passage of a private bi 
Sincerely yours, 
Epwarp J. Ture, United Siates Senato 


WASHINGTON, D. ( September & 1950 
Mr. Rospertr C. ALEXANDER, 
Assistant Chief, Visa Division, 
Department of State, Washington, D. C. 

DeaR Mr. ALEXANDER: I am writing you in the interests of Mme. Ruzena 
Pelantova, in whose behalf I have introduced 8. 3782, a bill to legalize her entry 
into the United States for permanent residence 

A refugee from Communist-dominated Czechoslovakia, Mme. Pelantova came 
to the United States following her escape to Germany, on a visitor’s visa, N¢é 
V—928811, arriving at LaGuardia Field in New York City on September 21, 1949. 
Her permit, to March 20, 1950, was extended to June 25, 1950, and just prior to 
that time I introduced 8. 3782 as it was apparent that her return to her homeland 
would constitute a threat to her freedom and life. 

Mme. Pelantova was a well-known teacher, social worker, and Government 


official in Czechoslovakia prior to World War II. During the war, when the 
Nazis were in control of Czechoslovakia, she was active for 4 vears as director of 
the social service department of the Czech underground movement i! feeding and 
caring for underground men and their families. She spent the period of 1943 to 
1945 in a Nazi concentration camp, but upon the liberation of Czechostovakia, re- 
turned to her native country and became the first woman to be dey ord mavor 


of Prague. As a member of the Jenes-Masarvk Par sfie { if Vv fled 
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Czechoslovakia last vear and came to the United States through the intercession 
of American friends, 

Her present activities are lecturing among Czechoslovakian and American 
groups, writing articles and radio scripts, all of them dealing with the present con- 


i¢ 


ditions in Czechoslovakia and featuring the present terrorist Communist regime 
in that country. She has recently been invited to give a series of 25 lectures in 
Canada against communism, beginning October 15, but is unable to leave the 
United States because of the uncertainty of her status pending the adoption of 
the private legislation pending in her behalf. 

The activities and speeches of this distinguished woman are in the national 
interest in focusing attention on Communist methods and objectives, and her 
proposed visit to Canada would contribute to the same constructive purpose in 
creating an awareness of the dangers and threats of this foreign ideology by one 
who was victimized by it because of her belief in freedom and democracy. It 
would seem to me that every effort should be made, consistent with our laws, to 
make it possible for Mme. Pelantova to accept the speaking engagements in 
Canada without jeopardizing her return to the United States to await the con- 
gressional decision on the private legislation affecting her. 

S. 3782 was introduced for her relief after investigation appeared to show that 
there was no administrative relief either under the Displaced Persons Act or the 
established immigration laws. Since obtaining favorable action on a bill of this 
character is a rather long process, it has not been possible to bring the matter to 
a conclusion up to this time. The Senate Committee on the Judiciary is at present 
awaiting a report from the Department of Justice. 

My purpose in writing you is to ask that Mme. Pelantova’s case be carefully 
examined to determine if it is possible to grant her necessary permission that will 
snable her to visit Canada and to return to the United States upon the conclusion 
of her lecture schedule. I am confident you will give the matter sympathetic 
consideration, in the light of the objectives of a free government which we here 
seek to strengthen, and that everything possible will be done for this distinguished 
leader of anti-Communist thought. May I ask you to please advise me as soon 
as possible concerning Mme. Pelantova’s request for permission to visit Canada 
under the circumstances I have outlined. 

Sincerely yours, 
Epwarp J. Ture, United States Senator. 


DEPARTMENT OF STATE, 
Washington, October 9, 1950. 
Hon. Epwarp J. THye, 
United States Senate. 


My Dear Senator Tuye: Reference is made to your letter of September 20, 
1950, and to several telephone conversations held between a member of the 
staff of your office and a member cf the staff of the Visa Division concerning the 
case of Mme. Ruzena Pelantova. 

From the information furnished in vour letter and in the telephone conversa- 
tions, it seemed likely that Mme. Pelantova may qualify for classification under 
section 3 (¢) of the Displaced Persons Act of 1948, as amended, but in order to 
obtain a visa under section 3 (c), it will be necessary for her to leave the United 
States and to apply to an American consular officer abroad. Mme. Pelantova 
may possibly qualify for classification under section 2 (d) of the act, but the 
criteria to be followed in determining whether aliens are classifiable under section 
2 (d) have not been agreed upon by the Department of State and the Department 
of Defense. Should she so desire, her case will be given consideration under 
section 2 (d) when the criteria have been agreed upon. It would also be necessary 
for her to leave the United States in order to apply for a visa under section 2 
(d 

Concerning Mme. Pelantova’s desire to proceed to Canada for the purpose 
of giving a series of lectures and then returning to the United States, I have to say 
that the Department communicated with the Immigration and Naturalization 
Service of the Department of Justice regarding that matter and was informed that 
under existing regulations the Department of Justice is not in a position to guar- 
antee that Mrs. Pelantova would be readmitted into the United States as a tem- 
porary visitor whether or not she is in possession of a temporary visitor’s visa. 

Sincerely yours, 
H. J. L’ Hevrevx, 
Chief, Visa Division. 
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In the Prague trial of the 13 Czechoslovaks accused of conspiracy 
Communist regime because of thelr participation in anti-Com istance, 
2 of the accused sentenced to death and 2 to life imprisonment were charged with 
maintaining contact with Pelantova, who was described as the “‘imperialistic agent 
supplying information to United States diplomats.”’ 


against the 





nunist re 


EXTRACTS FROM THE INDICTMENT 


“Horakova established the prince ipal organ for the coordination of the activities 
of all antistate organizations * * she maintained close contact with the 
imperialist agents Zenkl! and Ripka? * * * who were later joined by 
Pelantova. This was Horakova’s main task. She kept and maintained contact 
with them through various channels. (Horakova wa~ sentenced to death. 

“Zeminova was accused of maintaining contact with the Council of Free 
Czechoslovakia in the United States. She was adjudged guilty of sending secret 
information to western imperialists through the agents Zenkl and Pelantova. 
(Ze minova was sentenced to 20 years’ imprisonment—at the age of 68.) 

“Kleinerova hated the popular democratic regime. With Pelantova she 
created an antistate group — which she drew a number of like-minded officials 
of the former National Socialist (President Benes’) Party. She was instrumental 
in the illegal escape of Pe amen, She secured a great amount of intelligence 
material which she transmitted abroad, to Zenkl and Ripka. (Kleinerova was 
sentenced to life imprisonment.) 

‘*Pecl passed information, through Kleinerova, to Zenk!l and Pelantova. Aided 
by Kleinerova, Pecl drafted memoranda for the so-called Council of Free Czecho- 
slovakia, an organization rallying together criminals who have fled to our enemies 
abroad. The memoranda were sent through the Norwegian Legation to Zenkl 
and Pelantova.” 


[For immediate release, June 20, 


Press RELEASE FROM THE OFFICE OF UNITED STATES SENAT 
REPUBLICAN, OF MINNESOTA 


or Epwarp J. Toys 


Senator Thye has introduced a private bill to legalize the entry into the United 
States for permanent residence of Mme. Ruzena Pelantova, a noted Czech woman 
refugee. Mme. Pelantova is facing deportation to her native country following 
the expiration of her visitor’s visa on June 25 and intercession was made in her 
behalf to Senator Thye by a personal friend, Mrs. F. Peavey Heffelfinger of Minne- 
apolis, who had met the famous Czech leader on a recent visit to Europe. 

Mme. Pelantova was a well-known teacher, social worker, and government 
official in Czechoslovakia prior to the war. During the war, when the Nazis were 
in control of Czechoslovakia, she was active for 4 vears as director of the social 
service department of the Czech underground movement in feeding and caring for 
underground men and their families. She spent the period of 1943 to 1945 in a 
Nazi concentration camp, but upon the liberation of Czechoslovakia, returned to 
her native country and became the first deputy lord mayor of Prague 

As a member of the Benes-Masarvk Party, she fled Czechoslovakia last vear 
and came to the United States through the intercession of American friends. 
Because of the threat to her freedom and life if she were forced to return to her 
Communist-dominated homeland, Senator Thve has offered a private immigra- 
tion bill to permit her to remain in the United States and eventually become a 
citizen. 


In connection with the above-quoted letter from the Chief of the 
Visa Division concerning possible relief available to the beneficiary 
of the bill it has been ascertained that, after full investigation of the 
facts, no administrative relief is presently available in this case. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill S. 249 should be enacted. 





1 Petr Zenkl, Ph. D., was Deputy Prime Minister of Czechoslovakia, prior to the Communist coup; 
now the chairman of the Council of Free Czechoslovakia, Washington, D. ‘ 
? Hubert Ripka, Ph. D., was Minister of Foreign Trade: now a member of the Council of Free Czecho- 


slovakia: and professor at New School of Social Research, New Yor 


O 
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LILY PFANNENSCHMIDT 


FEBRUARY 26 (legislative day, JANUARY 29), 1951 


Mr. McCarran, from the Committee on the Judiciary 
the foll owing 


EPORT 


—> 


[To accompany 8. 277] 
The Committee on the Judiciary, to which was referred 
(S. 277) for the relief of Lily Pfannenschmidt, having consid 
same, reports favorably thereon without amendment and ree 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of perm 
in the United States to Lily Pfannenschmidt. ° 
an appropriate quota deduction and for the ] 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 47-vear-old native and citizen of the 
Philippine Islands who last entered the United States as a visitor 
on November 3, 1949. She was married to a native-born a n of 
the United States on December 19, 1925. Her husband died in the 
Philippines in 1930. She is presently residing in Prairie Fier Il., 
and receives a monthly allowance from her father, J. V. Ramirez, who 
resides in Manila, Philippine Islands. 

A letter dated November 28, 1950, to the chairman of the Senate 
Committee on the Judiciary from the De ~puty Attorney General with 
reference to S. 3835, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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NOVEMBER 28, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 


Department of Justice relative to the bill (S. 3835) for the relief of Lily Pfannen- 
schmidt, an alien. 

The bill would provide that Lily Pfannenschmidt shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
date of her last entry upon payment of the required head tax and visa fee. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the nonpreference category of the appropriate immigra- 
tion quota for the first vear such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of the Philippines, having been born 
on March 8, 1903, in Manila, Philippine Islands. She last entered the United 
States at the port of Laredo, Tex., on November 3, 1949, and was admitted as a 
temporary visitor to May 3, 1950, under section 3 (2) of the Immigration Act of 
1924. The alien’s application for an extension of stay was denied, and she was 
ordered to depart from the United States prior to July 20, 1950. It appears that 
the alien had used the same temporary visa in entering the United States at 
Honolulu, T. H.,on May 1, 1949, and after remaining 5 days, proceeded to Mexico, 
from where she last entered this country as indicated above. 

The record also indicates that the alien was married to Frederick Pfannen- 
schmidt, a United States citizen and native of Detroit, Mich., on December 19, 
1925. She stated that her husband died in the Philippines on September 18, 
1930, and that she has not remarried. Mrs. Pfannenschmidt is now residing in 
Illinois, is unemployed, and receives a monthly allowance of $200 from her 
father in the Philippines. 

The alien did not acquire United States citizenship by her marriage to a native- 
born citizen inasmuch as the marriage did not occur prior to September 22, 1922, 
the date of enactment of the Cable Act (42 Stat. 1022 In order to become 
eligible for naturalization she will have to be lawfully admitted to the United 
States for permanent residence. She is chargeable to the quota of the Philippines 
which is heavily oversubscribed and a visa is not readily obtainable. The ques- 
tion whether the widows of United States citizens should be granted a preference 
in the issuance of immigration visas is a general one and should be resolved, if at 
all, by general legislation. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney Ge neral. 


Senator Paul H. Douglas, the author of the bill, has submitted a 
number of documents in connection with case, among which are the 
following: 

Mrs. Liry PFANNENSCHMID1 


1. Mrs. Lily Pfannenschmidt entered the United States on November 3, 1949, 
on a temporary visa. 

2. Her present activities are limited to a few social contacts, to study and read- 
ing, and to translation of the book, Who Walk Alone, from English into Spanish, 
with the intention, if there be any profit in that work, that the proceeds will be 
devoted to the amelioration of the condition of lepers. 

3. She engages in no work or activity for the purpose of earning a living. Her 
father, Mr. J. V. Ramirez, of Manila, Philippines, sends to her a monthly allowance 
for her support and she receives support from no other source. 

4. She is not engaged in any activities, political or otherwise, which would be 
injurious to the American public interest. 

5. Mrs. Pfannenschmidt has not been charged or convicted of any offense under 
the Federal or State law, nor has she had a criminal record anywhere. Attached 
are duplicate copies from law-enforcing and investigative agencies of the Philip- 
pines which attest to this statement and which were procured for the purpose 
of obtaining a passport to the United States. 
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1868 STANHOPE AVENUE, 
Grosse Pointe Woods, Mich., June 2, 1950. 
In re Mrs. Lillie Ramirez Pfannenschmidt. 
To Whom It May Concern. 


Dear Str: The above-mentioned is now temporarily residing at Forest Lake, 
Prairie View, [il., and this letter is being written in s ipport of her proposed 
application for citizenship in the United States. 


She married my son, Frederick E. Pfannensehmidt, on the 19th day of Decem- 


ber 1925, at Manila in the Philippine Islands. At that time my son, who was a 
citizen of the United States through birth, having been born in Detroit, Mich., 
in 1903, was representing his employer in the Philippine Islands. I first met the 
above person in 1929 when she visited me at my home in Detroit. No children 


were born of her marriage to my son, nor has the above person ever been remarried. 

During the 21 years that I have known this person, I have found her to be a 
person of the highest integrity and also having the highest possible moral charac- 
ter. She is supported by her father, who has a business in the Philippine Island 
and consequently will not, in my opinion, at any time ever become a publ 

I feel that because of her excellent education, familv backgrouw 
beliefs, that she will make an excellent citizen of the United Stat« 
application is favorably acted upon. 

Very truly yours, 






JOSEPHINE PFANNENSCHMIDT 
(Mrs. F. A. Pfannenschmidt). 


2064 Hunt CiusB Drive, 
Grosse Pointe Woods, Vich.. June > 1950. 
In re Mrs. Lillie Ramirez Pfannenschmidt. 
To Whom itt May Concern. 


Dear Stir: I have known the above-mentioned person since 1929, and she is my 
sister-in-law, having married my brother at Manila in the Phillipine Islands ir 
1925. I first met the above person when she came to visit us in Detroit in 1929, 
and have enjoyed a friendly relationship with her since that time 

She is now about to file an application for United States citizenship, and I feel 
that in view of her excellent family background, her splendid moral character, she 
will make an excellent citizen of the United States. 

Furthermore, I feel that in view of the financial position of her parents, who now 
reside in the Phillipine Islands, that she will never become a public charge in this 
country. 

Very truly yours, 
ARTHUR B. PFANNENSCHMIDT, 
Lieutenant Colonel, Infantry, United States Army Re 


HEADQUARTERS, ForRT SHERIDAN, ILL. 
OFFICE OF THE Post CHAPLAIN, 


Hon. Paut H. Dove.as, 
United States Se nator, 
United States Senate O ffice, 
Washington, D. C. 

Dear Str: Mrs. Lily Ramirez Pfannenschmidt asked me to oblige her with a 
letter in her favor directed to you regarding her request for permanent residence 
in the United States. 

It was my pleasure to make the acquaintance of Mrs. Pfannenschmidt and 
her relatives, the Ramirez family, in the Philippines during my tour of duty 
there from February 1947 to June 1949. Since she came to the United States 
and established temporary residence at Forest Lake, Prairie View, Ill., she has 
visited me a number of times regarding personal problems 

Mrs. Pfannenschmidt is the widow of an American, Fred Pfannenschmidt, 
who is buried at Detroit. To the best of my knowledge she has never remarried. 
She has often expressed her desire to obtain permanent residence here in the 
United States. 
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I have no doubt in my mind that she can fulfill the physical, mental, and 
moral requirements of existing immigration laws. Financially, she is fairly 
affluent and by reason of her background she will not become a public charge. 

Sincerely, 
Epwarp M, LuETtTGeEN, 
Chaplain (Captain) United States Army. 


~ 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 277) should be enacted. 


O 
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LLOYD F. STEWART 
Fenkudsny 26 (legislative day, JANUARY 29), 1951 


McCarran, from the Committee on the Judici 
the following 


REPORT 
[To accompany 8. 300] 


The Committee on we Judiciary, to which was referred the bill 
(S. 300), for the relief of Llovd IK. Stewart, having considered the 
same, reports favor: ably ‘a without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for payment to 
Lloyd F. Stewart of Linton, N. Dak., the sum of $44.83 in full sat 
faction of his claim against the United States for refund of amounts 


deducted from his Army pay during World Wa 1 for application Lo 
the purchase of a $50 Third Liberty Loan ar 


STATEMENT 


Lloyd F. Stewart served in the United Stat Arn iV as 
between the dates of April 30, 1918, and Si nuary 28, 
authorized deductions to be made from his pay for all of the p 
he was in military service at the rate of $5 per month to apply toward 
the purchase of a Liberty bond. Such deductions were made during 
all of said period, amounting to $44.83. Since the amount was not 
$50 (the minimum of the Liberty Loan bond), a bond could not be 
issued to him. Apparently nothing was done by Mr. Stewart to gain 
possession of this money until on or about February 6, 1945. The 
General Accounting Office treated his claim as a claim for the refund 


of payroll deductions. As such the claim was barred by the statute 
of limitations which required that such a claim be filed within the 
period of 10 vears after its accrual. 

There appears to be no question but that Mr. Stewart has a valid 
claim for the amount of $44.83, except for the running of the statute 
of limitations. 

All statutes of limitations are, of necessity and by their very nature, 
arbitrary. Human experience has proven the wiseness of requiring 
that claims be asserted within a reasonable period of time, or be barred. 
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Otherwise, the complications of handling a few items, similar to this 
one and after the lapse of a period of over 32 years, are apparent. 

The committee is of the opinion that, except in extraordinary cases, 
the statute of limitations should not be waived. 

In view of the fact that the amount in question is actually the 
property of this claimant, and represents money deducted from his 
pay while in the military service of his country, this committee is of 
the opinion the Federal Treasury should not retain such money. 

Attached hereto and made a part of this report is a letter of January 
29, 1951, to the chairman of this committee, Hon. Pat McCarran, 
concerning this bill. Also attached hereto and made a part of this 
report are the two letters referred to in the above-mentioned Depart- 
ment of Justice letter, one being from the Army and the other from 
the Justice Department, each concerning S. 1999 in the Eightieth 
Congress. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, January 29, 1951. 
Hon. Pat McCarRRAN, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 300) for the relief of Lloyd F. 
Stewart. 

The bill would provide for payment of the sum of $44.83 to Lloyd F. Stewart, 
of Linton, N. Dak., in full satisfaction of his claim against the United States 
for refund of amounts deducted from his Army pay during World War I for the 
purchase of a $50 Third Liberty Loan bond. 

Under date of August 5, 1948, the Department of Justice submitted to the 
Senate Committee on the Judiciary its vicws on an identical bill (S. 1999, SOth 
Cong.), together with copies of the Department of the Army report thereon. In 
its views, the Department of Justice coneurred in the Department of the Army 
statement, included in its report, that it preferred to make no recommendation 
concerning the bill but to leave the matter of relief in this case to the equitable 
determination of the Congress. Aecording to informal advice received from the 
Department of the Army, the views of that agency have not changed with respect 
to this claim nor have » any new facts been received concerning it. The views of 
the Department of Justice also remain unchanged from those set out in its report 
of August 5, 1948, & copy of which is attached. 

The Director of the Bureau of the Budget has advised this Office that there 
would be no objection to the submission of this report. 

Yours sincer¢ ly ’ 
PEYTON Forp, 
Deputy Attorney General, 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 2, 1948. 
e honorable the ArroRNEY GENERAL 
Washington, D. C. 

Dear Mr. Attorney GENERAL: Reference is made to your letter with which 
vou inclosed a copy of 8. 1999, Eightieth Congress, a bill for the relief of Lloyd 
KF. Stewart. You state that the Senate Committee on the Judiciary has requested 
the Department of Justice to submit a report on this bill and has advised that 
if reports are necessary from other sources they will be secured by your Depart- 
ment and submitted along with your report to the committee. You, therefore, 
request the comments of this Department on 8. 1999. 

This bill provides as follows: 

‘That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Lloyd F. Stewart 
(Army serial number 2858798), of Linton, North Dakota, the sum of $44.83, in 
full satisfaction of his claim against the United States for refund of amounts 
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deducted from his Army pay during World War I for application to the purchase 
of a $50 Third Liberty Loan bond.” 

Lloyd F. Stewart was inducted into the United States Army as a private on 
April 30, 1918, and served until his honorable discharge on January 28, 1919, 
The records of the Department of the Army show that a Class E allotment, 
otherwise known as a Liberty bond allotment, was authorized by Private Stewart 
and that deductions were made from his pay from May 1, 1918, through January 
28, 1919, at the rate of $5 a month, the last deduction being in the amount of 
$4.83, such deductions aggregating $44.83. A Liberty Loan bond could not be 
issued to him until deductions had been made from his pay in the total amount 
of $50, and, therefore, he did not receive a bond. The evidence further estab- 
lishes that the deductions made from Private Stewart’s pay in the sum of $44.83 
have never been refunded to him. 

On or about February 6, 1945, Mr. Stewart filed a claim with the General Ac- 
counting Office for the money so deducted from his pay. This claim was disap- 
proved on the ground that it must be considered a claim for the refund or pay- 
roll deductions and as such was barred by the act of October 9, 1940 (54 Stat. 
1061; 31 U. 8S. C. 237), which provides in effect that a claim cognizable by the 
General Accounting Office under section 305 of the Budget and Accounting Act 
of June 10, 1921 (42 Stat. 24), and the act of April 10, 1928 (45 Stat. 413), ‘‘shall 
be forever barred unless such claim * * *- shall be received in said Office 
within ten full years” after its accrual. There is, therefore, no statute under 
which Mr. Stewart may be reimbursed for the money deducted from his pay. 

In view of the foregoing facts the Department of the Army prefers to make no 
recommendation either for or against the enactment of S. 1999 but to leave the 
matter of whether relief should be granted in this case to the equitable determina- 
tion of the Congress. 

Sincerely yours, 
KENNETH C. Royatt 
Secretary of the Army. 


DEPARTMENT OF JUSTICE, 
OFrricE OF THE ASSISTANT TO THE ATPORNEY G1 
Washington, August 5, 1948. 
Hon. ALEXANDER WILEY, 
Chairman, Committee on the Judiciary, 
United States Se nate, vi ashinaton, D.C 

My Dear Senator: This is in response to your request for the views of this 
Department relative to the bili (S. 1999) for the relief of Liovd F. Stewart 

The bill would provide for payment of the sum of $44.83 to Lloyd F. Stewart 
of Linton, N. Dak., in full satisfaction of his claim ist the United 
refund of amounts deducted from his Army pay during World War 
purchase of a $50 Third Liberty Loan bond 

In compliance with your request, a report was obtained from the Secretary of 
the Army concerning this legislation. That report, which is enclosed, states 
that claimant was inducted into the Army on April 380, 1918, and during the 
period April 30, 1918, to January 28, 1919, the date of his honorable discharge, 
a total of $44.83 was deducted from his pay for the purchase of a $50 Liberty Loan 





bond. However, since a bond could not be issued to him until sueh deductions 
equaled $50, he did not receive a bond. The report further states that deductions 


made from claimant’s pay had never been refunded to him. 

A claim filed by Mr. Stewart with the General Accounting Office on February 
6, 1945, for the amount so deducted from his pay was disapproved on the ground 
that the claim was not cognizable under existing law since it was more than 10 
vears old. There is no statute under which claimant may be reimbursed for the 
money deducted from his pay. The Department of the Army states that it prefers 
to make no recommendation either for or against the enactment of the bill but to 
leave the matter of whether relief should be granted in this case to the equitable 
determination of the Congress. 


The Department of Justice concurs in the opinion of the Departme of the 
Army. 
The Director of the Bureau of the Budget has advise: Depart me that 


there would be no objection to the submission of the rep: 
Yours sincerely, 
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HERK VISNAPUU AND HIS WIFE, NAIMA 


FEBRUARY 26 (legislative day, JANUARY 29), 1951.—Ordered to be pr 


Mr. McCarran, from the Committee on the Judiciary, 
the following 


REPORT 


[To accompany 8. 361] 


The Committee on the Judiciary, to which was referred the b 
(S. 361) for the relief of Herk Visnapuu and his wife, Naima, havi 
considered the same, reports favorably thereon without amendme1 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Herk Visnapuu and his wife, Naima. The 
bill provides for appropriate quota deductions and for the payment 
of the required visa fees and head taxes. 


STATEMENT OF FACTS 

The beneficiaries of the bill are 30- and 24-vear-old natives of 
Estonia who last entered the United States as students on December 
1, 1948. They attended Oberlin College, Oberlin, Ohio, where Mr 
Visnapuu received his degree in June 1950, and where Mrs. Visnapuu 
expects to complete her studies in June 1951. Mr. Visnapuu pl 
to attend the School of Architecture, Western Reserve University, 
Cleveland, Ohio, during the present school year. 

A letter dated December 27, 1950, to the chairman of t sv Senate 
Committee on the Judiciary from = Deputy Attorney General with 
reference to S. 4053, which was a bill introduced in the Bic ity-firs 
Congress for the relief of the same aliens, reads as follows: 


ans 
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DECEMBER 27, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to vour request for the views of the 
Department of Justice relative to the bill (S. 4053) for the relief of Herk Visnapuu 
and his wife, Naima, aliens. 

The bill would provide that Herk Visnapuu and his wife, Naima, shall be con- 
sidered to have been lawfully admitted to the United States for permanent resi- 
dence as of the date of their last entiries, upon payment of the required visa fees 
and head taxes. It would direct the Secretary of State to instruct the quota- 
control officer to deduct two numbers from the nonpreference category of the 
appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens, who claim to be stateless, are natives of Estonia, Mrs. 
Visnapuu having been born in Tallinn, Estonia, on February 8, 1927, and Mr. 
Visnapuu in Tartu, Estonia, on April 26, 1920. Coming from Sweden, they 
entered the United States at the port of New York on December :. 1948, when 
thev were admitted as students under section 4 (e) of the Immigration Act of 
1924, for a period of 1 year. They were granted an extension of their temporary 
stay until December 1, 1950. On April 13, 1949, Mr. Visnapuu was granted 
permissior to accept employment, and on June 9, 1949, Mrs. Visnapuu was 
granted the same privilege. The files further reveal that both aliens attended 
Oberlin College, Oberlin, Ohio, after their arrival in this country. Mr. Visnapuu 
received his A. B. degree from that college in June 1950, and, according to the 
last information available, planned to attend the school of architecture, Western 


leserve University, Cleveland, Ohio, during the present school vear. Mrs. 
Visnapun, who is najoring in chemistry, expects to complete her studies at 
Oberlin College in June 1951. It appears that the aliens are the recipients of 


scholarships and are emploved at the colleges in order to earn their board and 


room. The aliens stated that they escaped from Estonia in 1944 at the time 
of the Russian occuption and that they fled to Sweden, where thev were employed 
until coming to this country Mr. Visnapuu stated that his parents were appar- 


ently still in Estonia. Mrs. Visnapuu stated that her mother is deceased and 
her father and brother reside in Sweden, but they expect to emigrate to Canada 
in the near future, her father having obtained his visa for admission to that 
country. Mr. and Mrs. Visnapuu desire to remain in this country permanently 


h it tated that, in the event the Vv were not permitted to do SO, they would try 








to go to Canada to be with Mrs. Visnanuu’s father, rather than return to Sweden 
The quota for Estonia, with which the aliens are chargeable, is oversubscribed 
for manv vears and immigration visas are not readily obtainable. The record 
fails, however, to present considerations which would justify the enactment of 
special legislation grar ting them a preference over other aliens residing abroad 
who desire to enter this country for permanent resi lence Mr. and Mrs. \ isnapuu 
are not precluded from departing from the United States to some other country 
where they can reside until such time as they are able to obtain immigration 
visas. 
Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 
Yours sincerely 


PreYTON Forp 
Dep ty ifforney Gene al, 


Senator H. Alexander Smith, the author of the bill, has submitted 
the following information in connection with the case: 


OBERLIN COLLEGE, 
OFFICE OF THE PRESIDENT 
Oberlin,Ohio, August 3, 1950. 
Senator H. ALEXANDER SMITH 
rate O fi Ruilding, Washinaton, D. C 


Dear Senator Situ: Your kind letter of Julv 26 has been received in the 
absence of President Stevenson, who, with his family, is spending the summer 
in Europe 

I have talked with Mrs. Visnapuu this morning about their preserit status. In 
this country she and her husband are stateless ince tl I nited States does not 


recognize the Russian oecupation of Estonia as legal. They both hold visas which 
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are good until November 30, 1950, and will apply for a year’s extension through 
the Cleveland office when that application can be made—one month prior to the 
termination of the present visas. They have Swedish alien passports which are 
good until November 1951. 

Mrs. Visnapuu will be a student here during the coming year. Her husband 
has received his bachelor of arts degree from Oberlin and will next year be a 
graduate student at Western Reserve University. 

I know that anything which you can do to help the Visnapuus will be greatly 
appreciated, both by them and by President Stevenson. 

Sincerely yours, 
Roura T. Forsyrut 
Secretary to the President 





Marcu 21, 1950 
I was born on February 8, 1927, in Tallinn, Estonia. My father was an 
accountant. In 1936 my mother died. Until the spring of 1944 I was attending 


the high school in Tallinn. 

In the fall of 1944 I left Estonia with my father and brother. By this time 
the Soviet Russian Army was occupying our country. We left for the same 
reason as the other refugees or so-called displaced persons; we escaped the Com- 
munist terror. We were fortunate to get a boat to Sweden; most of the people 
had to go to Germany where they were later taken e¢: 

While in Sweden I was studying at Sigtuna Gymnasium (equivalent to junior 
college), from where I graduated in February 1947. In April 1947 [ was married 
to Herk Visnapuu, also from Estonia. In January of 1948 I entered the Pharma- 
ceutical Institute in Stockholm, where I spent 7 months taking my internship. 
In the fall of 1949 my husband and I came to the United States in order to study 
for a year at Oberlin College, Oberlin, Ohio 

When we had been here a vear we got the chance to study another vear and 
thus also got our student visas extended until November 1950. When we came 
to this country we intended to return to Sweden after 1 year’s study, although 
realized that it would be much better to stay in this country because of the 
uncertain position of refugees in Sweden 

I received a letter from my father recently when he told us that he intends to 





ire of as displaced persons 


} 


leave Sweden, as he considers the political situation unfavorable for the refugees 
to stay there any longer. For this reason I would very much like to stay 
this countrv and I wonder whether there would be any possibilitv to be ta 
under the displaced persons’ quota, for which we would be qualified as other 


refugees, except for the fact that we come from Sweden. 


I, Herk Visnapuu, was born on April 26, 1920, in Tartu, Estonia, as 








musie director, Eduard Visnapuu. I graduated from tl ymnasiu 
junior college) in the spring of 1940. During the Russian occupation 1940-41 | 
was working on the railroads. Under the German oceupation I was t 
the Technological University of Tallinn, Estonia, from 1942-43. Then | 
mobilized to the Estonian Army. In 1944, when Russian troop: rted to 
occupy Estonian territory again and the Germans started to transport | 
regiments to Germany— not willing to follow German order, I escaped | 

fishing boat to Sweden. In spite of the fact that we escaped for t! ) 
all refugees did, we were called in Sweden Iussian citizens. In Sweden | 
working at various architect offices and at the same time continuing my 
at the Technical Institute in Stockholm. Since February 1949 I have been a 


student at Oberlin College, Oberlin, Ohio. 


The committee, after consideration of all the facts in the case, Is of 
the opinion that the bill (S. 361) should be enacted 
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CILKA ELIZABETH INGROVA 


FEBRUARY 26 (legislative day, JANUARY 29), 1951.—Ordered to be pi 


Mr. McCarran, from the Committee on the Judiciary, 
the following 


[To accompany 8. 60] 


The Committee on the Judiciary, to whi 


(S. 60) for the relief of Cilka Elizabeth Ing 
the same, reports favorably thereon with : 
mends that the bill, as amended, do Pass. 


AMENDMENT 


On line 8 strike the words ‘Upon the enac 
insert in heu thereof the following: 


Upon the granting of permanent residences 
this Act. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of 
permanent residence in the United States to Cilka Elizabeth Ingrova. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. The amendment is 
merely to conform the language of the bill to the policy of the com- 
mittee in this type of case. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 50-vear-old native and citizen of 
Czechoslovakia who last entered the United States on September 30, 
1949, as a visitor. She is presently residing in Washington, D. C., 
with her husband who is a member of the Committee of the Council 
of Free Czechoslovakia. 





CILKA ELIZABETH INGROVA 


A letter dated February 6, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case, reads as follows: 

FEBRUARY 6, 1951. 
Hon. Par McCarran, 
( hairman, Com mattee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear SENATOR: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 60) for the relief of Cilka Elizabeth 
Ingrova, an alien. 

The bill would provide that Cilka Elizabeth Ingrova shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
date of its enactment, upon payment of the required visa fee and head tax. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Ingrova is a native and citizen of Czechoslovakia, having been 
born in Roudnice, Czechoslovakia, on August 8, 1900. Coming from England, 
she entered the United States by plane at the port of New York on September 
30, 1949, when she was admitted under section 3 (2) of the Immigration Act of 
1924, until January 15, 1950. She was granted extensions of her temporary stay 
until March 30, 1951. She is presently residing in Washington, D. C., and is 
being supported by her husband, who is a member of the Committee of the Council 
of Free Czechoslovakia in that city. Mrs. Ingrova stated that at the time she 
obtained her visitor’s visa it was her intention to remain in the United States 
with her husband for 5 or 6 months and then return to England, but in the mean- 
time it has been found necessary for her husband to remain here to continue his 
work with the council. Mr. Ingr has filed an application to adjust his immigra- 
tion status in the United States under section 4 of the Displaced Persons Act of 
1948, as amended. 

(According to Mrs. Ingrova, she was married to Mr. Sergej Yan Ingr on July 
17, 1919, and she has two sons, who fought against the Nazis and are now employed 
by the Bata Shoe Co., one residing in England, and the other in Cyprus. Her 
father died in Czechoslovakia, and her mother, brother and three sisters were 
residing in that country when she left, although she has not heard from them 
and does not know their whereabouts. Mrs. Ingrova stated that she studied 
pharmacy for 2 vears at Charles University in Prague, and that she resided in 
Prague from 1919 until 1933, when she proceeded to Mistek, Moravia, with her 
husband, upon his transfer as Brigadier General of the Czechoslovakian Army. 
She further stated that she went to Paris, France, in January 1940, to join her 
husband who was then Chief in Command of the Czechoslovakian Army. After 
the fall of France in June 1940 she went to London, England, with her husband 
who became the War Minister of the Czechoslovakian Government-in-exile and 
commander in chief of the Czechoslovakian forces. In June 1945 she returned 
to Prague, remaining there until January 1948, when whe left for The Hague, 
Netherlands, to join Mr. Ingr, who was assigned there as the Czechoslovakian 
Minister Plenipotentiary. When Mr. Ingr resigned this position in March 1948, at 
the time the Communists took control of the Czechoslovakian Government, 
thev returned to London. 

Since the quota for Czechoslovakia, to which Mrs. Ingrova is chargeable, is 
oversubscribed she cannot readily obtain an immigration visa. Therefore, in 
the absence of special legislation she is unable to adjust her immigration status 
in the United States to permanent residence at this time. 

Whether Mrs. Ingrova should be granted a preference through special legis- 
lation presents a question of legislative policy concerning which the Department 
of Justice prefers not to make any recommendation. 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (S. 60), as amended, should be enacted. 


O 
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ALICE DE BONY DE LAVERGNE 


FEBRUARY 26 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 463] 


The Committee on the Judiciary, to which was referred the bill 
(S. 463) for the relief of Alice de Bony de Lavergne, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That notwithstanding the provisions of the first and ninth categories o 
of the Immigration Act of 1917, as amended (8 U.S. ¢ a) and 
de Bony de Lavergne may be admitted to the United St s for perma 
dence provided she is found otherwise admissible under the provisions of the 
gration laws: Provided, That there be given a suitable and proper bond ot 
taking, approved by the Attorney General, in such amount and containing 
conditions as he may prescribe, to the United States and to all States, Ts 
counties, Soares, municipalities, and districts thereof holding the U1 
and all States, Territories, ns towns, municipalities, and district 
harmless against Alice de Bony de Lavergne becoming a public charg: 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to waive the excluding pro- 
visions of existing law relating = inadmissibility of immigrants suffer- 
ing from a mental disability in behalf of Alice de Bony de L: 

The bill has been amended to embrace feeble-mindedness as well as 
mental deficiency and to provide for the posting of a suitable bond as 
& guaranty against the alien becoming a public charge. 








bo 


ALICE) DE BONY DE LAVERGNE 
STATEMENT OF FACTS 


The beneficiary of the bill is a 28-year-old native and citizen of 
France. She had previously been admitted to the United States for 
permanent residence and resided here from June 27, 1945, to May 3, 
1946, when she returned to France. Her mother is a former citizen 
of the United States by birth, and her grandmother is a native-born 
citizen residing in New Orleans, La. She has been diagnosed as being 
afflicted with a mental defect which resulted in all probability from a 
very severe birth injury. Both the mother and grandmother of the 


beneficiary of the bill are financially able to provide for her welfare in 
the United States. 


A letter dated September 12, 1950, to the chairman of the Senate 
Committee on the Judiciary ville the Deputy Attorney General with 
reference to S. 3442, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


SEPTEMBER 12, 1950. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3442) for the relief of Alice de Bony 
de Lavergne. 

The bill wouid provide that, notwithstanding the provisions of the ninth cate- 
gory of section 3 of the Immigration Act of 1917, as amended, Alice de Bony de 
Lavergne may be admitted to the United States for permanent residence provided 
she is found otherwise admissible. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Alice de Bony de Lavergne is a native and citizen of France, 
having been born on August 27, 1922, in Aurouer, Allier, France. She resided in 
the United States as a permanent resident from June 27, "1945, until May 3, 1946, 
when she returned to Moulins, France. She is presently being supported by and 
residing with her mother, Countess de Bony de Lavergne. Apparently her mother 
and father are separated. 

The reeords further reflect that the alien and her mother have made application 
to the American consul for immigration visas. Miss de Lavergne desires to 
return to the United States to reside here permanently with her grandmother, 
Mrs. Marrie Louise Landry de Freuneuse, of New Orleans, La. Examinations 
made by two outstanding authorities on mental testing, an independent psy- 
chiatrist attached to the University of Paris, and the psychiatrist consultant to 
the United States Public Health Service in Paris, indicated that the alien falls 
within a class excludable from admission into the United States under section 3 
of the Immigration Act of February 5, 1917, as amended. For that reason she 
was unable to obtain a visa permitting her admission to the United States. The 
medical report stated that the patient is not psychotic, showing no emotional or 
mental symptoms other than a mental deficiency which is exogenous in type, not 
inherent, resulting in all probability from a very severe birth injury. 

Mrs. de Freuneuse, the alien’s grandmother, a native-born citizen of the United 
States, stated that she would personally guarantee the alien’s support and that 
she is financially able to do so, having a net income of $2,000 per month from 
her estate valued from $400,000 to $500,000. Her daughter, Countess de Bony 
de Lavergne, has an independent income of about $300 a month, according to 
Mrs. de Freuneuse. Miss de Lavergne was examined by Dr. Emmett L. Irvin 
in July 1945, during her residence in New Orleans, who has stated he would 
classifv her as feeble minded. 

Miss de Bony de Lavergne has been certified by at least three physicians, not 
related in practice, as being mentally defective, and as such, she is mandatorily 
excludable from the United States under section 3 of the Immigration Act of 
1917. Her case is similar to those of other aliens who are thus excludable and 
the record fails to present considerations justifying enactment of special legis- 
lation granting her a preference over such others. 





ALICE DE BONY DE LAVERGNI 3 


Accordingly, the Department of Justice is unable to re mend enactment of 
this bill. 
Yours sincerely, 
PEYTON Forp, 
y 


f \ifor 7 re 
L3€) {/ Altorney Genere 


Senator Russell B. Long, the author of the bill, has submitted the 
following information in support of the bill: 


Unirep States SeNATi 


Hon. Par McCarran, 
Chairman, Senate Judiciary Committee, 
Washington, D. ( 


My Dear SENATOR McCarran: With further reference to my letter of Decem- 
ber 15 with reference to my bill S. 3442, I am enclosing a telegram which I have 
received from the grandmother of the individual to whom the bill addresses itself 

You will note from the telegram that the grandmother will either post a bond 


or enter into any necessary contract to guarantee that Miss de Lavergn 
become a publie charge or a patient in a public institution 
I believe I should make it clear that the grandmother is a lady of very sub- 


stantial financial means, having an income of some $2,500 per month from an 
estate having a value of something like $500,000 In addition, the girl’s mother 


has an income of some $300 a month in her own right. 

I also think that it is pertinent to the committee’s consideration of this bill for 
the members to know that Miss de Lavergne’s mother was born and raised in New 
Orleans, that as a young woman she married a Frenchman and went to reside Wi 


+} 


4 I A 
him in France, and as a consequence she lost her American citizenship. This bill 
would permit her repatriation, since she cannot come back home to New Orleans 
and leave her daughter in France. Since her divorce she has no ties, family or 
otherwise, in France and quite naturally desires to return hom 

As I stated in my letter of December 15, I am very much interested in this case 


because I believe it to be a very just one. 
With kindest personal regards, 
Sincerely vours, 


RBL:dpt 
NEW OrvEANS, LA., December 18, 1950, 
Senator Russeti B. Lona, 
Senate O fhice B ulding. 

I am the grandmother of Alice de Bony de Lavergne. I agree that if she is 
permitted to enter this country that I will post any bond which may be requested 
and enter into any contract with the Immigration Department or any other de- 
partment of the United States which may be requested contracting and agreeing 
that she will not become a public ward nor put in a public institution, and | 
certify that I am financially competent to fulfill these obligations. 

Mrs. Henry LANpRyY pre FRENEUS! 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 463), as amended, should be enacted. 


O 
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AUTHORIZING THE PRESIDENT OF THE UNITED STATES OF AMER- 
ICA TO PROCLAIM THE FIRST MONDAY IN FEBRUARY OF EACH 
YEAR AS NATIONAL CHILDREN’S DENTAL HEALTH DAY 


FEBRUARY 26 (legislative day, JANUARY 29), 1951.- 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 306 


The Committee on the Judiciary, to which was referred the bill 
(S. 336) to amend Public Law 441, Eighiv-first Congress, so as to 
provide for the annual proclamation of National Children’s Dental 
Health Day, having considered the same, reports favorably thereon, 
with amendments, and recommends that the bill, as amended, do 
pass. 

AMENDMENTS 


Strike out all after the enacting clause, and insert in lieu thereof 
the following: 


That the President of the United States is hereby authorized to issue a procls 
mation annually setting aside the first Monday in February of each year, as 
National Children’s Dental Health Day and to invite all agencies and organizs 
tions interested in child welfare to unite upon that day in the observance of 
exercises as will call to the attention of the people of the United States the fund 
mental necessity of a continuous program for the protection and development 
the dental health of the Nation’s children. 


Amend the title so as to read: 


A bill authorizing the President of the United States of America to proclaim 
the first Monday in February of each year as National Children’s Dental Health 
day. 


The purpose of the amendments is to rephrase the language of the 
bill so that it will not have the effect of amending a public law which 
by its language has expired. 





2 FIRST MONDAY IN FEBRUARY CHILDREN’S DENTAL HEALTH DAY 


PURPOSE 


The purpose of the bill as amended, is to authorize the President 
of the United States to issue a proc lamation each year setting aside 


the first Monday in February of each year as National C hildren’s 
Dental Health Day. 


STATEMENT 


It may not be realized generally, but the dental health of the adult 
is depe ndent upon the dental attention he receives as a child. Surveys 
made in recent years reemphasize the extremely high incidence and 
prevalence of dental diseases. It has been shown that as high as 50 
percent of 2-year-old children have one or more decayed teeth. By 
the time children reach school age, they usually have at least three 
primary teeth attacked by decay. Fourteen percent of all children 
experience decay in their first permanent molars. 

It is highly important that national attention be focused on the 
need for care of the dental diseases of children so as to catch these 
diseases in their incipiency and prevent difficulty in adult life. One 
way in which to do this is to set aside a specific day upon which inter- 
ested organizations may join in a program designed to stimulate 
interest in the dental health of children. 

The bill here proposed would provide for the designation of the 
first Monday in February of each year to effect that purpose. The 
committee is fully in accord with the objects of this legislation and 
believes that it will serve a desirable purpose. 


O 
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CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAS SUSPENDED DEPORTATION 


FEBRUARY 26 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. Con. Res. 15] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, re ports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 15 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress: but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 382 cases. Three hundred 
and eighty cases included in the concurrent resolution were among 
441 cases referred to the Congress during the period from March 15, 
1950, to January 15, 1951, inclusive. Thirty-four cases of the four 
hundred and forty-one cases referred to the Congress during the period 
from March 15, 1950, to January 15, 1951, inclusive, have been ap- 
proved by the committee; 6 cases of the 441 cases referred to the Con- 
gress during the period from March 15, 1950, to January 15, 1951, 
inclusive, have been withdrawn by the Attorney General; and 21 cases 
of the 441 cases referred to the Congress during the period from March 
15, 1950, to January 15, 1951, inclusive, have been held for further 
study and investigation. Two cases of the 382 cases included in the 
concurrent resolution were among cases referred to the Congress 
on February 1, 1951. 

In each case which is recommended for approval, a careful check has 


been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 


enactment. 


Oo 
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JAMES M. SHELLENBERGER, JR. 


FEBRUARY 26 (legislative day, JANUARY 29), 1951 


Mr. JENNER, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 5. 699 


1 


The Committee on the Judiciary, to which was referred 
(S. 699) for the relief of James Shellenberger, Junior, having co 


the same, reports favorably thereon, with amen lm Nts, aid recome 
mends that the bill, as amended, do pass. 


AMENDMENTS 


> 


On page 1, line 3, strike out down to and including all of 
page 2 and insert in lieu thereof the following 

That the Secretary of the Treasury be, and 
directed to pay, out of any money in the Treasur 
the legal guardian of James M. Shellenberger, Ju 
Indiana, the sum of $50,000, in full settlement of 
States for the injurv of said James M. Shellenbergs 
permanent loss of sight in his left eve, the partial los 
facial disfigurement, caused by the use of an improp 
the eves of said infant at the time of his birth in the Sixt 
United States Army, at Leghorn, Italv, on January 8 
part of the amount appropriated in this Act in excess of 
shall be paid or delivered to or received by any agent 
of services rendered in connection with this claim, and tl 
any contract to the contrary notwithstanding An 
sidns of this Act shall be deemed guiltv of a misdeme 
thereof shall be fined in any sum not exceeding $1,000 

Amend the title so as to read: ‘“‘A bill for the relief of 
Junior, a minor.” 


HISTORY OF THIS BILL 


A similar bill (S. 3513) was introduced in the Eighty-first Congr 
It was referred to this committee, was reported favorabl 








2 JAMES M. SHELLENBERGER, JR. 


Senate on December 11, 1950, and passed the Senate on December 15, 
1950. By reason of the last minute rush it failed to pass the House. 


PURPOSE 


The purpose of the proposed bill, as amended, is to pay to the legal 
guardian of James M. Shellenberger, Jr., a minor, the sum of $50,000 
‘n full settlement of all claims against the United States for the injuries 
of the said James M. Shellenberger, Jr., which resulted in the perma- 
nent loss of sight of his left eye and partial loss of sight of his right eye 
and facial disfigurement caused by the use of an improper solution of 
silver nitrate in his eyes at the time of his birth in the Sixty-first 
Station Hospital, United States Army, at Leghorn, Italy, on January 
8, 1947. 

STATEMENT 


James M. Shellenberger, Jr., was born in the United States Army 
Sixty-first Station Hospital at Leghorn, Italy, on January 8, 1947. 
His father was a captain in the United States Army stationed at Leg- 
horn, Italy, and his mother was residing with his father there. Mrs. 
Shellenberger was attended at the birth of the child by First Lt. John 
W. Bertrand. Immediately after the birth of the child its eyes were 
severely injured by a solution labeled “1 percent silver nitrate,’ one 
drop of which was instilled in each eye by the attending medical 
officer. As the result of the instillation of said solution in the eyes of 
this infant, he has been left with no vision in the left eye and only 
about 50 percent vision in the right eye. 

The solution which was instilled in the eyes of the infant was not 1 
percent silver nitrate, as the label on the bottle indicated. It appears 
that the solution used was much stronger than | percent silver nitrate. 

The facts are not clear as to exactly how the error occurred or who is 
responsible for the error. ‘The medical officer states that during the 
early part of the delivery of the child, he heard the nurse ask for some 
1 percent silver nitrate. As there was none in the delivery room, the 
nurse asked one of the male personnel present to go and get some in 
the pharmacy. The solution which was used in the eyes of this infant 
apparently was prepared by a private who was not a registered 
pharmacist. 

The purpose of this bill is not to fix the blame on any particular 
individual for this unfortunate accident. The fact is inescapable that 
neither the child nor the parents were or could be in anywise responsi- 
ble for the mistake. The mistake was the mistake of the Army. 

The report from the Secretary of the Army admits that the fault was 
the fault of the Army but feels that an award of $20,000 would con- 
stitute a fair and reasonable settlement but that an award of $50,000 
“appears to be somewhat excessive.” 

The report from the Department of Justice concurs in the views' of 
the Army as to the amount that should be awarded for these injuries. 
There are no arbitrary standards by which the value of the eyes of a 
new-born infant can be gaged. The cash value cannot be placed on 
the eyes of an individual who is forced to go through life impeded and 
handicapped by this injury. The committee have reached the con- 
clusion that $50,000 is not an excessive amount to allow for this 
injury. Accordingly, the bill is favorably reported for said sum. 
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Attached hereto and made a part of this report are the following 
two letters, each concerning S. 3513, Eighty-first Congress: One of 
July 14, 1950, to the Department of Justice from the Secretary of the 
Army; and one of September 12, 1950, to the chairman of the Senate 
Judiciary Committee, Hon. Pat McCarran, from the Department of 
Justice: 

DEPARTMENT OF THE ARMY, 
July 14, 1950. 
The honorable the ATTORNEY GENERAL, 
Washington, D. C. 

Dear Mr. ATroRNEY GENERAL: Reference is made to vour letter with which 
vou enclosed a copy of 8. 3510, Eighty-first Congress, a bill for the relief of James 
Shellenberger, Jr. You state that the Senate Committee on the Judiciary has 
requested the Department of Justice to submit a report on this bill and has advised 
that if reports are necessary from other sources they will be secured by your 
Department and submitted along with vour report to the committee. You 
therefore, request the comments of the Department of the Army on 8. 3513. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to James Shellenberger, 
Senior, of 3835 Lincolnway East, Mishawaka, Indiana, on behalf of his infant son, 
James Shellenberger, Junior, the sum of $50,000, in full satisfaction of the claim of 
the said James Shellenberger, Junior, against the United States for compensation 
for permanent and complete loss of sight in one eve, partial loss of sight in the 
other eye, and facial disfigurement, caused by the use of an improper solution of 
silver nitrate in his eyes at the time of his birth in the United States Army 61 
Station Hospital in Leghorn, Italy, in January 1947.” 

The records of the Department of the Army show that in January 1947 Capt. 
James M. Shellenberger, United States Army, was stationed at the Sixty-first 
Quartermaster Base Depot, Leghorn, Italy, and that his wife was residing with 
him in Leghorn. On January 8, 1947, at about 6 p. m., an infant son was born to 
Mrs. Shellenberger at the Sixty-first Station Hospital, United States Army, in 
Leghorn. The infant, who was subsequently named James M. Shellenberger, Jr., 
was delivered by First Lt. John W. Bertrand, Medical Corps, United States Army. 
It appears that immediately after the birth of this child its eves were severely 
injured by a solution labeled “1 percent silver nitrate,’ one drop of which was 
instilled in each eve by the attending medical officer. As the result of the in- 
stillation of said solution in the eves of this infant he na 
in the left eve and only about 50 percent vision in the right eve. 

On January 20, 1947, Lieutenant Bertrand executed 
stated: 


as been left with no vision 


“During the early part of the deliverv I heard the nurse ask for some | percent 
silver nitrate. There was none in the delivery room, and I heard the nurse as! 
of the male operating-room personnel to go and get some at the pharmac \fter 
the baby was resuscitated I instilled one drop of the solution from the new bottle 
labeled ‘‘1 percent silver nitrate”’ in each eve with a sterile medicine dropper and | 
flushed it with a solution taken from a liter flask labeled ‘normal saline”’ using a 
separate sterile medicine dropper. After the silver nitrate was instilled I saw a 
slight whitish precipitate form in the eves; I have seen this before and consider it a 


normal reaction. I first noticed the edema of the evelids the morning after deliv 
ery (Thursday, January 9, 1947) and advised use of compresses and boric acid 
irrigations. Later on Thursday, January 9, 1947, the eves became more edema- 
tous and a discharge appeared. friday morning, January 10, 1947, the eyes 
looked very bad and I called Lieutenant Nickeson in on consultation.” 

On January 20, 1947, First Lt. Robert W. Nickeson, Medical Corps nited 
States Army, who was then chief of the Eve, Far, Nose and Throat Sectior 





Sixty-first Station Hospital, executed the following sworn statement 

“1. T first saw Baby Shellenberger on January 10, 1947, in the morning Ch 
baby was born around 1800 hours (6 p. m.) on Wednesday, January 8, 1947. 
When I saw him, both eves were greatly swollen and difficult to examine. Ther 
was profuse mucoid discharge which did not look like a purulent exudate Che 
tarsal conjunctiva in the left eve was covered by a thick white plague; the conjunc 
tiva of the left lower lid and both lids of the right eve were edematous and red 
The corneas could not be seen for about 2 days. Frequent irr yns of both eve 
With copious amounts of borie acid solution were ordered, ¢ performed the 
irrigations myself many times. About January 12, 1947, th ing had 1 led 
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enough to allow an examination of the corneas; the cornea of the left eve was 
white and opaque, while that of the right eve appeared to be almost normal. In 
the next few days the condition remained relatively unchanged except for a slight 
clouding of the right cornea. In the right eve the iris and pupil can be hastily 
seen, and I feel certain that the baby perceives light with that eve. I do not 
think the left eye perceives light. 

“2. I recommend immediate evacuation to the ZI (zone of the interior, United 
States) to allow the parents opportunity for the best ophthalmological consultation 
available. 

“3. Diagnosis: Corneal opacity, bilateral, caused by instillation of chemical 
caustic at birth, January 8, 1947.” 

It appears that the aforesaid solution labeled ‘1 percent silver nitrate,’’ which 
was instilled in the eyes of the infant son of Captain Shellenberger, was prepared 
by Pvt. Oshur R. Hurvitz, an Army pharmacist, who was not a registered pharma- 
cist, and who had not been advised prior to the preparation of the solution of the 
purpose for which it was to be used. 

In an affidavit executed January 20, 1947, Private Hurvitz stated: 

“January 8, 1947, called from quarters by operating room. Came to the 
pharmacy and prepared, according to a prescription brought to the pharmacy by 
an Italian worker, a 1 percent solution of silver nitrate. The solution was pre- 
pared with tap water, and the silver nitrate crystals were weighed out on an 
analvtical balance weighing in tenths of grams. 1 took it to the operating room and 
gave it to a nurse, not knowing what it was to be used for. I returned to the 
pharmacy. A few minutes later I began wondering whether the solution was 
intended for external use or ophthalmic purposes, and I went back to the operat- 
ing room. I asked the nurse what they used the 1 percent silvernitrate for, and 
when she told me that it was used in babies’ eves I asked for the bottle I had just 
prepared. I brought the bottle back to the pharmacy, poured it out and poured 
out also the 30 cubic centimeters remaining from the original prescription, of which 
I had made 60 cubic centimeters. 1 then prepared 60 cubie centimeters more of 
1 percent silver nitrate in distilled water, and took it back to the operating room. 
The reason I wanted to prepare the solution in distilled water is that it is consid- 
ered to be purer than when prepared with tap water.” 

\ board of officers, consisting of four Army medical officers, was appointed to 
investigate the incident resulting in the injury of the eyes of the infant son of 
Captain and Mrs. Shellenberger. On January 18, 1947, the board submitted a 
report, which reads, in pertinent part, as follows: 

‘1. Pursuant to the requirements of Special Order No. 9, Headquarters Sixty- 
first Station Hospital, * * * a board of officers met at the Sixty-first Station 
Hospital and investigated the incident causing the severe injuries to the eyes of 

Saby Shellenberger, dependent of Capt. J. M. Shellenberger, 0724855, Sixty-first 
Quartermaster Base Depot. 

“2. The board met at the station hospital on January 18, and after carefully 
questioning all witnesses came to the following conclusions: 

‘“‘(a) The injuries to Baby Shellenberger’s eyes were due to the instillation of 
some chemical irritant at birth. 

b) The chemical irritant was labeled and believed to be at the time a l-percent 
silver nitrate solution. 

‘“(c) The testimony of Pvt. Oshur R. Hurvitz, who was on duty at the hospital 
pharmacy, tends to give reason that the solution in all probability was stronger 
than the labeled ‘l-percent silver nitrate solution.’ 

‘“(d) The practice of using 1 percent silver nitrate for the Crede prophylaxis 
against ophthalmia neonatorum is dangerous because of possible chances of mak- 
ing errors and preparing stronger solutions. 

“3. Recommendations: 

‘(a) The board recommends that Pvt. Oshur R. Hurvitz be removed from the 
pharmacy and be replaced by a well-trained registered pharmacist, if one is 
available. 

“(b) That the use of silver nitrate for the Crede prophylaxis against ophthaimia 
neonatorum be abandoned, and that it be replaced by a solution of penicillin, 
2,000 units per cubic centimeter. 

“(¢) The board further recommends immediate evacuation of the child to the 
United States.” 

On May 22, 1950, Dr. J. W. Cassady, 527 Sherland Building, South Bend, Ind., 
a specialist in the diseases of the eye, submitted the following statement concerning 
the infant, James M. Shellenberger, Jr.: 

Relative to James Shellenberger, Jr., 3835 Lincoln Way East, Mishawaka, 
Ind. The Shellenger youngster was first brought to me when he was 6 months 
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old in June of 1947. At that time the right eye showed evidence of chemical burn 
and perforation of the eyeball with a scar on the inner lower portion of the right 
cornea. The pupil was dislocated nasally and incarcerated in the sear of the 
perforation. 

“The left eye was pthisical and with an opaque vascularized cornea with a 
staphyloma of the cornea. There was no vision in the left eve and the right eve 
had about, I would estimate, probably 50-percent vision. I sent them to Dr. 
Kronfeld, in Chicago, in March of 1948, who advised that no enucleation of the 
eve be done until the child was 8 to 12 years of age because of the interference 
with the development of the orbit. 

“In November of 1948 the left eve had gotten so large that an operation was 
done in order to cover the thin scar of the center of the cornea. This was done 
at Memorial Hospital. Since then, from time to time, the left eve has become 
red and inflamed for several days and it seems to be getting larger. It is neces- 
sary for the child to wear a shell over the thin left eve in order to protect it 

“The right eve has a verv high mvopie astigmatism as a result of the scar and 
distortion. The charges that I made since 1947 for these people have been $112 





which ineludes the operation on the eve. In addition to this there has been the 
charge for consultation with Dr. Kronfeld which probablv amounted to $25 

“The proposed future treatment of this patient will involve fitting him with 
glasses due to the high nearsighted astigmatism, X-ravs, and later, removal of the 
left eveball as well as possible subseque it operat nN) i ord r to clear Ip scar 
tissue that would be in the eve socket. I would estimate that 50-percent vision 
in the right eve would be a verv conservative estimate at the best, although at his 
age measurement of vision is difficult 

“Tt will alwavs be necessary for him to have specia itoring or to be ght- 
saving class and he will have a verv difficult time in comp y with other people 
with this reduced vision of only one eve, The other ey Ave i disfig I 
of the artificial eve which can never be compensated for 

It appears that all of the medical treatment of this infant, except that rendered 
by private physicians at a total cost of $137, was furnished by the Medical | s 
of the Army without charge. 

The evidence in this case fairly establishes that the injurv of the infant, James 
M. Shellenberger, Jr., was caused by the instillation i: seves of a solution w I 
was improperly prepared and much stronger than the lal yn the bottle indicated, 
The legal guardian of James M. Shellenberger, Jr., has no remedy under the Fed- 
eral Tort Claims Act (60 Stat. 843; 28 U.S. C. 931), as rey 1 and codified by 
the act of June 25, 1948 (62 Stat. 933: 28 U.S. C. 1546 (b and as amended by 
the act of April 25, 1949 (Public Law 55, Sist Cong.), for the reason that said 
statute specifically provides that the provisions thereof “shall not apply to 

* * *, Any claim arising in a foreign country.” (28 U. S. C. 2680 (} 


Under the facts and circumstances in this case it seems clear that, if this incident 
had oceurred within the United States the legal guardian of this child could 
recover damages from the United States on account of the injurv of said child 
under the Federal Tort Claims Act, as amended Wilscam v. United Stat 
78 F. Supp. 581 (U. S. District Court for the District of Hawaii, decided on 
March 24. 1948 : Costle ee United State s. Case No. 13015 | s Cireuit Court of 
Appeals for the Fifth Circuit, decided on May 5, 1950 

In view of the serious and grievous injury of this child, which was caused by 
the negligence of responsible military personnel, and which has resulted in the 
total loss of vision in his left eve and the loss of approximately 50 percent of the 
vision in his right eve, as well as facial disfigurement, and the handicaps to which 
he will be subjected because of his disability, it is the view of the Department of 
the Army that adequate compensation should be awarded for his benefit. The 
proposed award of $50,000 provided in 8. 3513 appears to be somewhat excessive. 
After a careful consideration of all of the facts and circumstances in this case, 
it is believed that an award for the benefit of James M. Shellenberger, Jr., in 
the amount of $20,000 would constitute a fair and reasonable settlement on 
account of his injuries and the disability and disfigurement resulting therefrom. 
The Department of the Army, therefore, would have no objection to an award 
for the benefit of this child in that amount. Furthermore, the Department would 
have no objection to an award to Capt. James M. Shellenberger, Sr., in the amount 
of $137 in reimbursement for the private medical expenses incurred by him for 
the treatment of his infant son. 
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It is, therefore, recommended that the title and text of this bill be amended 
to read as follows: 


“A BILL For the relief of James M. Shellenberger, Junior, a minor, and James M. Shellenberger, 


Senior 


“Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to the legal guardian of James M. Shellenberger, Junior, 
a minor, of Mishawaka, Indiana, the sum of $20,000, in full settlement of all 
claims against the United States for the injury of said James M. Shellenberger, 
Junior, which resulted in the permanent loss of sight in his left eye, the partial 
loss of sight in his right eye, and facial disfigurement, caused by the use of an 
improper solution of silver nitrate in the eyes of said infant at the time of his 
birth in the 61st Station Hospital, United States Army, at Leghorn, Italy, on 
January 8, 1947; and to pay to James M. Shellenberger, Senior, the sum of $137, 
in full settlement of all claims against the United States for medical and hospital 
expenses incurred by him in the treatment of the said James M. Shellenberger, 
Junior: Provided, That no part of the amounts appropriated in this Act in excess 
of 10 per centum thereof shall be paid or delivered to or received by any agent 
or agents, or attorney or attorneys, on account of services rendered in connection 
with these claims, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating any of the provisions of this Act shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be fined 
in any sum not exceeding $1,000.” 

Sincerely yours, 
FRANK Pace, Jr., Secretary of the Army, 





DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, September 12, 1950, 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington. D C. 

My Dear Senator: This is in response to vour request for the views of the 
Department of Justice relative to the bill (8S. 3513) for the relief of James Shellen- 
berger, Jr. 

The bill would provide for payment of the sum of $50,000 to James Shellen- 
berger, Sr., of Mishawaka, Ind., on behalf of his infant son, James Shellenberger, 
Jr., in full satisfaction of his son’s claim against the United States for compensa- 
tion for permanent and complete loss of sight in one eve, partial loss of sight in 
the other eve, and facial disfigurement caused by the use of an improper solution 
of silver nitrate in his eves in the United States Army Station Hospital in Leghorn, 
Italy, in January 1947. 

In compliance with your request, a report was obtained from the Department of 


the Army concerning this legislation. According to that report, which is enclosed, 
it appears that in January 1947, Capt. James M. Shellenberger was stationed 
at the Sixty-first Quartermaster Base Depot, Leghorn, Italy. On January 8, 


1947, an infant son was born to Mrs. Shellenberger at the station hospital at 
the depot. Immediately after delivery of the child, its eves were severely injured 
by a solution labeled ‘1 percent silver nitrate,’’ one drop of which was instilled 
in each eye by the attending medical officer. As a result of such instillation, the 
infant has been left with no vision in his left eve and only about 50 percent vision 
in the right eye. 

On January 18, 1947, a board of officers, which had been appointed to investigate 
the incident found, among other things, that the injuries to the infant’s eyes were 
due to the instillation of some chemical irritant at birth, and that the chemical 
irritant, labeled and believed to be at the time a 1-percent silver nitrate solution, in 
all probability was stronger than the labeled 1l-percent silver nitrate solution. 
The Army report further states that a specialist in diseases of the eve, of South 
Bend, Ind., consulted by the infant’s parents, is of the opinion that ultimate 
removal of the left eveball and other operations will be necessary and that 50 
percent vision in the right eve will probably remain, as a conservative estimate. 
In his opinion, it will always be necessary for the infant to have special tutoring or 
to be in sight-saving classes, or he will have a very difficult time in competing with 
other people, with the reduced vision of only one eve. The other eve will have the 
disfigurement of an artificial eve. 
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Since the incident, which is the basis of this claim, arose in a foreign country, 
it is not a claim which comes within the purview of the Federal Tort Claims Act 
(28 U.S. C., see. 2680 (k)). The Department of the Army indicates that it believes 
the proposed award of $50,000, provided in the bill, to be somewhat excessive, and 
suggests that the amount to be paid be reduced to the sum of $20,000. The 
Department of the Army states, therefore, that it would have no objection to an 
award for the benefit of this childin that amount. It also states that it would have 
no objection to an award to the child’s father in the amount of $137 in reimburse- 


ment for the private medical expenses incurred by him for the treatment of his 
infant son. The Department of the Army recommends that the title and text of 
the bill be amended in accordance with the suggested bill set out on page 6 of 
its report. 

The Department of Justice concurs in the views of the Department of the 
Army. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


O 
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Mr. Murray, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


together with the 


MINORITY VIEWS OF MR. TAFT, IN WHICH MR. SMITH OF NEW 
JERSEY, AND MR. NIXON, OF CALIFORNIA, CONCUR, AND THE 
ADDITIONAL INDIVIDUAL VIEWS OF MR. SMITH 


Pursuant to Senate Resolution 140, Eighty-first Congress, the full 
Committee on Labor and Public Welfare directed the Subcommittee 
on Labor-Management Relations to conduct an investigation of labor- 
management relations in the Bell Telephone System. That subcom- 
mittee, after making an investigation and holding public hearings, 
has submitted a report to this committee. Upon due consideration 
of that report, this committee adopts the report of the subcommittee, 
which is appended hereto. 

The subcommittee report follows: 


INTRODUCTION 


As a result of charges by the Communications Workers of America, 
CIO? (herein referred to as ““CWA’’), and other labor organizations, 
that labor relations in the Bell Telephone System are bad, the full 
committee, on February 17, 1950, directed this subcommittee to in- 
vestigate the state of labor -management relations in that system 


(H.* 1, 323). 


! The digesting of the hearings and preparation of the original draft of this report were the work of Associate 
Counsel Joseph H. Freehill, who also played a leading part in planning and conducting the investigation. 
Much of the work on the wage structure and statistics was performed by Staff Member Russell E. Stone 
The sections on Bell System pensions are based on studies made by Staff Member Samuel C. Klein. Much 
of the legal and legislative research was done by Stat? Member John Prothero 

1CWA is the dominant labor organization in the telephone industry, representing more than 300,000 of 
of the 550,000 union eligible employees in the Bell System. Its membership is spread throughout 46 States, 
and includes every class of union eligible employee in the Bell System, namely, telephone operstors in the 
traffic department, plant employees, both inside and outside, as well as employees in the commercial, 
accounting, and engineering departments of the various Bell System companies (H. 3, 4, 5-10, 532 This 
union is an international union affiliated with the CIO and operates through divisions, of which there are 39, 
each representing 8 group of employees comprising one or more appropriate bargaining units in one of the 
Bell System companies. At present, collective bargaining authority is centered in these divisions; but by 
recent amendments of the constitution of CWA, to become effective in April 1951 the internal structure of 
CWA has been changed to eliminate the division as a policy-making body of the union, and to centralize 
collective bargaining authority in the international (H. 62, 1011-1012 

* The symbol ‘‘H."’ will refer to the page numbers of the hearings before the Subcommittee on Labor- 
Management Relations of the Senate Committee on Labor and Public Welfare on Labor-Management 
Relations in the Bell Telephone System, 8ist Cong., 2d sess. 
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Pursuant to this directive, the subcommittee has held extensive 
hearings on the subject, in which both the Bell System management 
and certain of the labor organizations within the system have partici- 
pated. More than 1,000 pages of testimony were recorded in 11 full 
days of hearings, which began on August 10, 1950, and were concluded 
on September 12, 1950. 

On the union side, five witnesses testified for the CWA * (TI. 2-249; 
591-782), and one witness appeared for the Alliance of Independent 
Telephone Unions (herein referred to as the “alliance’’)> (H. 322). 


tO) ae he 


In addition, evidence by way of letters was received from the Union 
of Telephone Workers,* Telephone Employees’ Organization ,”7 Fed- 
eration of Telephone Workers of Pennsylvania,® and Telephone 
Workers of Delaware® (H. 314, 315, 320-322) 


For the Bell System management, seven witnesses testified, three 
of whom were officials of the American Telephone & Telegraph Co.” 
(herein refe rred to as “A. T. & T.”), and four of whom were from 
other companies within the Bell System ™ (H. 323-590). 

Testimony was also given by Russell E. Stone, a staff member of 
the subcommittee, on the wage structure of the Bell System 
(H. 782-805). 

The charges that bad labor relations exist in the Bell System, made 
by all the labor organizations appearing at the hearings, were based 
on an alleged antiunion attitude on the part of the Bell System com- 
panies, and on the alleged inability of the unions to bargain effec- 
tively with the local Bell companies with which they are required to 
bargain (H. 10, 252, 314, 315, 320-322). This inability to bargain 
on the local associated company level, the unions charge, stems from 
the A. T. & T.’s alleged control over labor-management relations and 
labor policies in the Bell System. The unions claim that under 
present bargaining conditions, the local company management does 
not have complete freedom of action in the bargaining sessions, be- 
cause of A. T. & T.’s control over final decisions on bargaining pro- 


‘ The following are the witnesses who testified for CWA: Joseph A. Beirne, president, CWA (H. 2-249, 
717-763); Sylvia B. Gottlieb, research and education director, CWA (H. 592-655); William M. Dunn, as- 
sistant to the president, CWA (H. 656-681); D. L. McCowen, president, Southwestern Division No. 20 
CWA (H., 681-704); and Joe M. Deardorff, western regional director, CWA (HH. 795-717). 

§ The alliance, which was represented at the hearings by its president, Edward J. Moynahan (HH. 251- 
320), is comprised of eight wholly autonomous independent labor organizations, which together represent 
about 100,000 employees in the eastern section of the Bell System (H, 251). These unions are as follows: 
United Telephone Organizations, representing all plant department employees of the New York Tele- 
phone Co., down-State area; Telephone Traffic Union of New York, representing all tra ffic department 
employees of the New York Telephone Co., down-State area; a phone Employees’ Association, ups 
State area, representing all traffic department emplovees of the New York Telephone Co., up-State area; 
Telephone Workers’ Union of New Jersey, representing all plant department and accounting department 
employees of the New Jersey Bell Teley phone Co. — ‘rnational Brotherhood of Tele phot 1e Workers, 
representing all pls ant de partr nent employees of the N Jew England Bell Telep hone Co.; Up-State Tele- 
phone Employees’ Association, representing all accounting department employees of the New York Tele- 
phone Co. up-State area; United Telephone Workers of Delaware, representing all plant department 
employees of the Diamond State Telephone Co.; Pennsylvania T¢ hone Guild, representing all non- 
supervisory employees of the commercial department of the Bell Telephone Co, of Pennsylvania (H. 
251-252). 

# Union of Telephone Workers is an independent labor organization, representing 5,000 commercial and 
headqu arters department employees in the down-State area of the New York Telephone Co. (H. 314-315). 

The Telephone Employees’ Sena m has a membership of 4,500 employees in the accounting de- 
partment, down-State area of the New York Telephone Co. (H. 315 

* The Federation of Telephone Workers of Pennsylvania represents 7,000 employees of the Bell Tele- 
phone Co. of Pennsylvania (H. 329-322). 

* This union is a member of the alliance (see p. 2, footnote 5, supra), but wished to draw to the atten 
tion of the subcommittee the fact that the position taken at the hearings by the alliance against national 
bargaining was not the unanimous view of all the member unions in the alliance (H. 322). 

10 The officials of the American Telephone & Telegraph Co. who testified were: W. C. Bolenius, vice 
president, American Telephone & Telegraph Co., in charge of personnel (H, 521-580); C. F. Craig, vice 
president, American Telephone oo Telegraph Co., in charge of finance (H. 581-599); E. C. Allen, staff as- 
sistant in charge of wage analy | personnel relations de partment, American Telephone & Telegraph Co. 
(H, 484-520). 

11 The four other witnesses who testified for the Bell System were: Mark R. Sullivan, president, Pacific 
Telephone & Telegraph Co. (H. 324-391); George C. Gephart. vice president in charge of personne ¥ South - 
western Bell Telephone Co. (H. 391 127); Erwin Robert MeLaushlin, vice president in charge of per- 
sonnel, New York Telephone Co. (H. 429-464); J. N. Stanbery, vice president in charge of personnel, 
(llinois Bell Telephone Co. (H, 465 484). 
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posals. Yet, according to the unions, A. T. & T. refuses to correct 
this frustrating situation, either by bargaining directly itself with the 
unions, or by refraining from influencing, by indirection, the collec- 
tive bargaining process at the local associated company level (H. 10, 
246, 252, 314, 315, 320-322). ‘The unions prese nted strong and 
convincing evidence in support of their charges * (H. 2322, 592-763). 

The Bell System witnesses, on the other hand, ‘lenied that labor 
relations in the Bell System are bad, although Mr. W. C. Bolenius, 
vice president of A. TT. 4 Bon charge of personnel, admitted that 
certain management practices, such as interfering in the internal af- 
fairs of the unions and influencing employees against a union by ap- 
pealing to sectional prejudices were not conducive to good labor rela- 
tions, and Mr. Mark R. Sullivan, president of the Pacific Telephone 
& Telegraph Co., testified that his company’s relations with CWA 
are not what he should like to have them, though he intimated that 
this is the fault of CWA (H. 243-246, 373, 573, 576-577, 960-961; 
see pp. 19-20, infra). 

The management witnesses also attempted to refute the charge 
that A. T. & T. controls labor-relations policies and collective bargain- 
ing in its associated companies (H. 324-590). It was their position 
that there is a plan of decentralized operation in the Bell System, under 
which each company operates as a separate corporation, managing its 
own affairs independently of the A. T. & T., and that A. T. & T. does 
not direct the affairs of any of these subsidiaries (H. 329-330, 
332, 334, 345, 530). 

SUMMARY OF FINDINGS 


This management position is not in accord with the facts developed 
at the hearings. Those facts demonstrate that any description of the 
local associated Bell companies as autonomous corporations is theo- 
retical and can only be justified in the strictest legal sense, for, as the 
summary of the evidence that follows will show, these companies 
function as parts in a closely integrated corporate system completely 
and directly controlled by the A. "Tk T. management. This A. T. 
& T. control flows from its stock ownership of most of the associated 
companies, from license contracts which it has with all the operating 
associated companies in the system, and from the long, continued con- 
trol which A. T. & T. executives have exercised through the years over 
promotions and salary increases of administrative officers in the 
associated companies. This latter type of control has gradually 
built up within the Bell System a Nation-wide administrative staif 


13 While all the unions appearing at the hearings were in complete accord on their not being able to bargain 
with the level of Bell System management having authority to make decisions, they were not in full agree- 
ment as to the solution of the problem. Although CWA and some of the unions in the alliance, as well as 
the other independent nonalliance unions submitting evidence at the hearings appear to be ready and willing 
to bargain at any level of management at which good faith bargaining can be established, they believe that 
in view of the structure of the Bell System and the dominance of A. T. & T. in the system, the only real 
solution to collective bargaining in the Bell System is to establish bargaining on a system-wide or national 
basis (H. 19, 320-322). A majority of the independent unions in the alliance, however. are opposed to na- 
tional bargaining, and request the subcommittee to find some means to require A. T. & T. to refrain from 
influencing the bargaining process in the local associated companies, and to make these companies bargain 
in good faith. No suggestions were advanced, however, as to how this could be accomplished (H. 253, 
304-311, 312, 313). This decision to oppose national bargaining appears to have been prompted by a fear that 
the independent unions in the system would be eliminated should bargaining take place on a national basis, 
although it was suggested at the hearings that perhaps the various unions representing different units in the 
system might each bargain with one unified system management bargaining agent (H. 257,305-306). This 
decision to oppose national bargaining caused the Federation of Telephone Workers of Pennsylvania, which 
represents 7,000 employees, to withdraw from membership in the alliance (H. 320-322), The United Tele- 
phone Workers of Delaware and other unions in the alliance, while not withdrawing their membership, 
nevertheless voted against the decision of the een to oppose national bargaining (H. 322). (Fora list 
of the elght unions in the alliance, see footnote 5, p. 2, supra.) 

18 This position is apparently consistent with ‘that taken by Bell System management on other occasions 
before the courts and various administrative and legislative bodies, but before the public, A. T. & T. has 
taken the position that the Bell System is one unified organization, which could be considered as one insti- 
tution and one company (H. 17, 259, 262, 987; H. 313, subcommittee exhibit A, pp. 107-110). 
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which is highly responsive to the suggestions and advice on policies 
and practices emanating from the A. T. & T. management staff. 
(See pp. 5-14, infra.) 

The license contract which A. T. & T. has entered into with each 
of the operating associated companies implements the other methods 
of control and serves as an important and effective means by which 
A. T. & T. controls and coordinates the day-to-day operations within 
the system. Under the terms of the contract, A. T. & T., among 
other things, maintains a central organization for the rendition of 
certain essential services to these associated companies, including 
“active assistance, cooperation, and support’? on a wide variety of 
matters, which include labor relations (H. 339, 340, 343, 345, 486, 
492; H. 313, subcommittee exhibit A, pp. 625-632; see pp. 8-14, infra). 

The management witnesses maintained at the hearings that the 
services performed by A. T. & T. under these license contracts are in 
the form of information, advice, and suggestions which are merely 
advisory and do not affect the responsibility of the associated com- 
pany to make its own decisions (H. 339, 492, 528). But as long ago 
as 1939, the Federal Communications Commission, after an exhaustive 
4-year investigation of the Bell System," found that the influence of 
the A. T. & T. executives upon actual details of administration 
within the associated companies could be carried to any degree con- 
sidered desirable by the A. T. & T. management (H. 313, subcommittee 
exhibit A, p. 115). As the summary of the evidence below will show, 
although the carrying out by the associated companies of A. T. & T.’s 
“advice” and “suggestions”? may be accomplished with the required 
legal formality, the ‘‘advice” and “suggestions”? nevertheless provide 
today, as effectively as they did in 1939, supervisory authority in 
the A. T. & T. management staff. (See pp. 8-14, infra.) 

This controlling influence of A. T. & T., as the evidence shows, has 
had a direct effect upon the course of labor relations in the system. 
(See pp. 14-31, infra.) Much of this effect, under present bargaining 
conditions, is disruptive. For instance, there have developed among 
the various Bell companies uniform bargaining strategies and ap- 
proaches which have slowed and thwarted the collective bargaining 
process on the local company level, until bargaining has steadily 
become less and less effective, and strikes and threats of strikes 
throughout the system are becoming more and more common. (See 
pp. 17, 22, 24, 28, infra.) Even as this report was being prepared, 
a segment of the system (Western Electric Co.) was in the throes of 
another strike. 

The integrated wage structure that has been established in the 
system is another factor resulting from this closely coordinated control 
which has complicated collective bargaining at the local company 
level and engendered poor labor-management relations. Manage- 
ment insists that Bell System wage rates are based on the prevailing 
wage rates in each community, and that, therefore, bargaining on wage 
increases is a purely local matter which must take place on the local 
company level. But the evidence shows that the closely woven Bell 
System reflects itself in a wage policy extending beyond the local 
labor market areas in which the telephone exchanges exist, and as a 

“This Federal] Communications Commission investigation was made pursuant to Public Resolution 
No. 8 of the 74th Cong., at a cost of more than 4 million and 4 half dollars, and was published by the 76th 
Cong., Ist sess., as H. Doc. 340. (See H. 313, subcommittee exhibit A.) This investigation has been 
criticized by Bell System management as having been ex parte and one-sided, although the management 


witnesses made only one unsupported allegation at the hearings that a finding in the Commission’s report 
was erroneous (H. 988). 
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means of maintaining stability to the system’s wage structure, wage 
differentials have been established between the various Bell com- 
panies, as well as between the different wage areas within each com- 
pany. These differentials are therefore factors for consideration in 
any bargaining on wage changes, and this fact prompted the national 
telephone panel, in applying the wage-stabilization policy of World 
War II to the telephone industry, to conclude that “any realistic 
application of wage policy to the telephone industry must take into 
account the existence of the Bell System itself.” (H. 313, sub- 
committee exhibit B, p. 16; see p. 29, infra.) 

The coordinating influence of the A. T. & T., and its concomitant 
effect on the collective bargaining process, is even more apparent in the 
case of the pension plans of the Bell companies. These plans are 
uniform throughout the system and provide for the interchange of 
benefit credits of employees transferring from company to company. 
The plans are merged, through this interchange arrangement, into one 
general system plan, which makes it impracticable for the unions to 
bargain with respect to changes in the plan at the local company level, 
because a change in any one company’s plan would disrupt the gene ral 
plan. The futility of bargaining on pensions under these conditions 
becomes even more evident when the union doing the bargaining 
represents the employees of only one department of a single company. 
The evidence shows no attempt on the part of the Bell System manage- 
ment to correct this situation, although the Bell companies say they 
recognize that pensions are a proper “subject matter for bargaining. 

(See pp. 30-31, infra.) In fact, the companies have refused to do any 
real bargaining on pensions and have made uniform unilateral changes 
in the plan from time to time. (See pp. 30-31, infra.) ‘The repeate dly 
unsuccessful attempts of the various unions throughout the system to 
bargain on pension changes over the last several years has materially 
worse ae labor-management relations in the system. (See pp. 30-31, 
infra, 

W ile the evidence does show an effort, on the part of Bell System 
management to establish good relations directly with the system’s 
employees in what the unions term “a paternalistic way,” the record 
is replete with instances such as outlined above showing no such effort 
to have good relations with the unions which represent these employees 
(H. 369-372, 433, 438, 439, 447, 550, 554, 849; see pp. 14-31, infra). 
In fact, the whole history of labor relations in the Bell System reflects 
an attitude on the part of the Bell System management which has not 
been conducive to good labor-management relations. (See pp. 14-31, 
infra.) 

A summary of the evidence showing the organization of the Bell 
System and the effect of that organization on labor-management rela- 
tions in the system follows: 


ORGANIZATION OF THE BELL TELEPHONE SYSTEM 


Over a span of many years the Bell System has been developed into 

a highly integrated and closely coordinated system of telephone 
communications, which spreads throughout the entire United States, 

16 The national telephone panel was a tripartite body established by the War Labor Board in 1944 for 

the purpose of settling labor disputes in the telephone industry under the national economic stabilization 
program. The panel was commosed of six members, of whom two represented the public, two represented 


oe and two represented industry, one of whom was from the Bell System (H. 313, subcommittee exhibit 
a) 


S. Rept. 139, 82—1———-2 
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serving more than 34,000,000 telephones in all parts of the country 
(H. 13, 14, 987; H. 313, subcommittee exhibit A, pp. 103-122). 

The four principal functions of the Bell System—management, 
research and development, manufacturing, and telephone operating— 
are carried on by the A. T. & T. and a network of 23 associated com- 
panies (H. 11, 17, 257-258; H. 313, subcommittee exhibit A, p. 103). 

The management function is vested in the A. T. & T., which con- 
stitutes the coordinating and general policy-making body for its 
associated companies (H. 313, subcommittee exhibit A, pp. 103-106, 
122, and B, p. 7; H. 774, subcommittee exhibit H, p. 967). A 
continuous research and development program, necessary to the 
progress of the system, is carried on by Bell ‘Telephone Laboratories 
which is owned 50 percent by A. T. & T. and 50 percent by W estern 
Electric Co. (H. 12, 13, 258; H. 313, subcommittee exhibit A, pp. 103, 
107, 121-122). The latter company, which in turn is owned by 
A. T. & T. through a 99.8 percent voting stock ownership, functions 
as the manufacturing, installation, repair, and supply source of the 
whole Bell System (H. 12, 258, 589; H. 313, subcommittee exhibit A, 
pp. 103, 106, 119-121). 

The operating function of the system is carried on by the other 21 
—— companies and the long-lines department of A. T. & T. 


(H. 11, 257-258). Each operating associated company furnishes local 
and See, e telephone service within the gongraphios al maniaey 
in which it is licensed by A. T. & T. to operate (H. 11; H. 313, sub- 


committee exhibit A, pp. 625-632). The extent of a operating 
territory ranges from a part of a single State to an area including as 
many as nine whole States (H. 13, 333, 391, 432, 465). These 21 
companies extend over the entire United States (H. 13). 

The long-lines department, which is owned outright and operated 
directly by A. T. & T., functions as an operating company in the 
rendition of interstate long-distance telephone service, and in the 
operation of leased wire and other special wire, radio, and television 
transmission service (H. 11, 16, 986-987). 

The transmission lines of‘all these 21 associated companies and of 
the long-lines department connect to make one highly coordinated 
system of telephone communication, under the close and continuing 
coordination maintained by A. T. & T., pursuant to its license con- 
tracts with these operating companies (H. 340; H. 313, subcommittee 
exhibit A, p. 627). 

So highly integrated and coordinated is this Bell eign: that by a 
mere flip of a switch a telephone operator in Oakland, Calif., can 
automatically operate switches in Boston or Chicago or New York or 
other distant cities throughout the country (H. 340). The system 
has been developed to the point that it is now considered to be the 
wealthiest and largest private employer in the world, with assets of 
nearly $11,000,000,000, and employing more than 600,000 men and 
women (H. 13-17).'"° The system has been characterized by a presi- 
dent of A. T. & T. as “one organic whole, research, engineermg, manu- 
facturing, supply and operation. It isa highly deve ‘loped Nation-wide 
interconnected service,” that can be considered “as one institution 
and one company” (H. 17, 258, 987). 





16 The Bell System is by far the largest system in the telephone industry. As of December 31, 1949, 
82 percent of all the telephones in the United States were operated by the Bell System (H. 894). There 
were, as of that date, over 5,600 small independent companies and about 60,000 rural or farmer lines or sys- 
tems in the United States in addition to the Bell Svstem, but all of these combined served only 7,2 009, or 
18 percent, of the telephones in the country (H. 986). The independent lines and systems, for the most 
part, all connect with the Bell System (H. 180, 391, 432). 
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This closely knit communications system has been developed by 
the parent A. T. & T. corporation through its majority stock owner- 
ship control of all but two of the associated companies, and through 
its license contract with each of the operating associated companies. 

Of the 23 associated companies in the Bell System, A. T. & T. owns 
100 percent of the common stock of 11 of the companies, and more 
than 99 percent of fhe stock of 6 others. In three of the companies, 
its stock ownership is 68, 81, and 91 percent '? (H. 12, 14, 15, 257, 258) 

The legal power to vote the A. T. & T.’s stock interest in the asso- 
ciated companies has been delegated to the president of A. T. & T., 
who thereby has the responsibility for the se — of the board of 
directors of each of the companies in which A. T. & T. owns a con- 
trolling stock interest (H. 23, 258; H. 313, subcommittee exhibit A, 
p. 110). In practice the stock has been voted by a proxy, which is 
given to the associated company president to vote at the annual 
stockholders meeting of his company (H. 325, 326, 328). This prac- 
tice of voting by proxy avoids the necessity of having the president 
of A. T. & T. vote the stock in person, and at the same time, satisfies 
the legal formalities. No loss of control over the selection of directors 
results from this procedure, since the directors to be elected are first 
cleared with the A. T. & T.’s president before the proxy statement is 
prepared by the associated company management ' (H. 328, 330). 

In addition to this control over the selection of directors for the 
majority-owned associated companies, the president of A. T. & T. 
also controls the selection of the presidents of these companies who are 
the chief executive officers of the companies, vested by the bylaws of 
the companies with full responsibility and authority on all business 
matters, including collective bargaining and the power to have labor 
contracts executed on behalf of their companies (H. 328, 329; 313, sub- 
committee exhibit A, pp. 111-113). The Federal C ommunications 


17 The names of the associated Bell System companies and the percentage of the outstanding shares of 


the common stock of each owned by A. T. & T. are as follows (H. 14 
Percent of shares out- 


standing owned by 


Bell System companies: by A. T. & T 

Bell Telephone Co. of Pennsylvania..........- ; : 100.0 

Bell Telephone Laboratories _- : ee . . 50.0 
Chesapeake & Potomac of District of ¢ ‘olumbia. : 100.0 
Chesapeake & Potomac of Baltimore _-...._.- a 100. 0 
Chesapeake & Potomac of Virginia eieeakes 100.0 
Chesapeake & Potomac of West Virgini < 100.0 
Cincinnati & Suburban Telephone Co. aS : ’ . 2.8 
Diamond State Telephone Co oe 100. 0 

Illinois Bell Telephone Co____._....-2--_- : 99. 3 

Indiana Bell Telephone Co_. ee 99.9 
Michigan Bell Telephone Co ; 99.9 
Mountain States Telephone & Telegraph 81.6 
New England Telephone & Telegraph 68.9 
New Jersey Bell Telephone Co_- ; : . 100.0 

a York Telephone Co_. Ee 100.0 
Northwestern Bell Telephone Co . 100. 0 
Ohio Bell Telephone Co : ; i ee dele v9. 9 
Pacific Telephone & Telegraph C : : 91.8 
Southern Bell Telephone & Teles rapt as F 100. 0 
Southern New Englind eae Co : ; 26.7 
Southwestern Bell Telephone Co-__. 3 99.9 
Wisconsin Telephone Co__._.........---.-- 100. 0 
Western Electric Co., Inc 99.8 
yt Rete tien OUR = Da ae ee ee ee ae 91.4 
18 The select'on of directors to fill board vacancies is initi:llv made by the associate 1 company presilent, 
who is 4 pro luct of the ‘‘up-from-the-ranks” promotion policy de ae in the system for the f ng of 
management positions (H. 325, 324, 327, 328, 333, 373). After clearing pro pase i directors with the pres 
ident of A. T. & T., the associated company presi ient prepares the pr <7 staternent and discusses it with 

his board of directors, all of whom have likewise been cleared with, and are satisfactory to, the A. T. & 1 

president (H. 327, 328). Normally, a director serves for a number of years on one of ii co 
pene boards, and so, unless there is 3 vacancy to fill, the annual election of directors i rf tory 
ler Te Ni 





(H. 327, 328). There is nothing in this proxy procedure, nor in any of th stionshi} 
A. T : & tg and the associated companies which would justify the conclusion that A. T. & T.’s interest 
the Bell System companies is that of 8 mere investor. 
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Commission, in its exhaustive 4-year investigation of the Bell System, 
found in 1939, among other things, that even the salaries paid to 
these subsidiary company presidents were likewise within the control 
of A. T. & T. (H. 313, subcommittee exhibit A, pp. 111-112). This 
is equally true today. A mere suggestion from the president of 
A.T.&T. will still secure an increase in salary for a,subsidiary company 
president (H. 330). 

A. T. & T.’s control over the selection and promotion of system 
personnel is not limited to these chief executives alone. It extends 
down to their subordinates as well (H. 25-29; H. 313, subcommittee 
exhibit A, pp. 112-113). The Bell System prides itself on the fact 
that the system is an “up from the ranks” industry (H. 771). All 
levels of supervision within the system have come from the ranks, 
including the company presidents themselves (H. 373, 771, 815-817). 
Promotions are not solely intracompany; they are also made on a 
system basis, as though each associated company were a mere depart- 
ment of the over-all system, rather than a separate, independent 
corporation. Promotional transfers of both major and minor execu- 
tives from one associated company to another, and between the 
associated companies and’ A. T. & T., are commonplace, and those 
transferring from company to company carry with them their total 
Bell System employment and pension rights’ (H. 25-29, 114, 262, 
263, 369, 485, 486, 521, 522, 567, 568, 588, 815-817). 

This movement of management personnel from company to com- 
pany is guided and controlled by the central management staff of 
A.T.&T. The president of A. T. & T. is kept apprised by the asso- 
ciated company presidents of individuals in their companies showing 
as promise, and in turn the officers of A. T. & T. make suggestions 
to the associated company presidents as to whom should fill vacancies on 
their staffs (H. 388; H. 313, subcommittee exhibit A, pp. 112-113). 
Even the salaries of these lesser officers are kept consistent throughout 
the system through the coordinating influence of A. T. & T. officers 
(H. 30, 330; H. 313, subcommittee exhibit A, pp. 112-113). In this 
way, the A. T. & T. executives have gradually built up a closely knit, 
single-minded management staff throughout the system, which has 
shown a natural responsiveness to the suggestions and advice on poli- 
cies and practices emanating from the central A. T. & T. management 
staff (H. 333, 486, 526; H. 313, subcommittee exhibit A, p. 115). 

This sensitiveness to A. T. & T. suggestions and advice takes on 
particular significance in the administration of the license contracts 
which A. T. & T. has with each of the operating associated companies. 
These contracts serve as the medium through which A. T. & T. ties 
together the Bell System into one complete operating whole. Under 
the terms of these contracts each operating company is given a speci- 
fied territory within which to operate, and is licensed to use all tele- 
phones, telephone devices, apparatus, methods, and systems needed 
for its telephone business which are covered by patents owned or con- 


* Transfers between companies are not confined to management personnel; nonsupervisory employees 

also transfer from company to company, carrying with them all seniority and benefit rights accumulated by 
them during their entire Bell System employment. Such transfers are made either to meet the convenience 
o' the employee or the needs of the business (H. 30, 349-350, 568). In cases of emergencies large numbers of 
employees have been transferred to the associated company operating in the troubled area from other 
associated companies in the system, as, for example, during an emergency in the last war when 7,000 em- 
yloyees were transferred to the Pacific company from several other Bell companies (H. 30-31, 349-350). 
hese employees, for the most part, were secured through the recruiting facilities of A. T. & T. (H. 349). 
Such emergency transfers may be for a long or a short duration, and the employee may remain permanently 
in the company to which he is transferred, or return to his home company. The employee carries his 
e@ uployment and benefit rights with him as he moves from company tocompany. Onashort-term transfer. 
tie employee is kept on his home c »mpany payroll (H. 568). 
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trolled by A. T. & T., or which A. T. & T. may have the right to au- 
thorize it to use. A. T. & T., under the contracts, coordinates the 
physical operations of the system through its maintenance of proper 
connections between the transmission lines of the licensed associated 
companies, as well as between places within the territory of the li- 
censed associated company which the latter is not authorized to con- 
nect. To make the operation of the system complete, the contracts 
also provide for the maintenance by A. T. & T. of a source of supply 
for standardized Bell System telephones and related equipment to be 
manufactured under its patents and sold to the associated companies. 
The manufacturing function for the Bell System is carried on by 
Western Electric Co., which operates almost solely as a physical pro- 
duction machine, with the parent A. T. & T. company having con th 
over the exact specifications of its products, imcluding the determina- 
tion of the types and quantities it shal | produce (H. 38-39, 589; H. 313, 
subcommitte e exhibit A, pp. 119- i21: see pp. o—6, supra). Provis ion is 
also made in the contracts for A. T. & T.’'s continuous prosecution of 
research in telephony, and the making of the benefits derived therefrom 
available to the associated companies *” (H. 31-33, 339, 340; H. 313 
subcommittee exhibit A, pp. 625-632). 

The greatest impact of these license contracts upon labor-manage- 
ment relations in the Bell System results from the provisions in the 
contracts under which A. T. & T. furnishes to the operating associated 
companies functional services essential to the operation of the system 
These services, which the Bell system management considers indis- 
pensable, pertain to all phases of the business of the operating com- 
panies, including labor-management relations, and are furnished by 
A. T. & T. through a central organization “ which, as contemplated 
under the contracts, relieves the individual operating companies from 
the necessity of attempting to perform the services ere (H. 
339-341, 343-344; H. 313, subcommittee exhibit A, pp. 525-532). 

The functional organization of the operating associated eae Lies 
for receiving these A. T. & T. services is uniform throughout the 
system, each company having a separate department in plant, traffic, 
commercial, engineering, and accounting * (H. 334-335, 414; H. 313, 
subcommittee exhibit A, pp. 105-106). The central organization 
established by A. T. & T. maintains a direct contact with each of these 
functional departments in the associated com panies through corre- 
spondence, circulars, bulletins, handbooks, field visits, telephone and 


teletype communication, and individual and group conferences 








lhe research and development function of the system is performed by Bell Telephone Laborator 
(See p. 6, supra.) 

31 The A. T. & T. is organized into two denartments, the long-lit lepartment, which furnishes interstate 
long-distance telephone service (see p. 6, supra), and a general department, which is brok iown oO 
several subdepartments headed by vice presidents. These subdepartments include finance, operations 
and engineering, legal, public relat ions, utilities, planning, and personnel. The personnel d mm, which 
directly deals with labor-manag« ment relatic ons, operates through three sections perfor y services relating 
to labor relations; employment, trainir a id medical services; benefit studies, « Z lat salary 
studies, and general department studies and salaries (H. 523-524 

2 The plant department is responsible for the engineering and construction of th itside i 
installation and disconnection of telephones; nd: the maintenance of the entire plant, inclu 
vehicles, tools, and other special equipment (H. 334 

The traffic department is responsible for the operation of switchboards and the movement of traffi 
through the dial equipment; the determination « amount and arrangement of central offi vit 
and interoffice trunks and intercity toll lines required, and for the operation of the coinpar 
(F1. 334). 

The commercial department is responsible for the operation of all business offices " 
revenues; the publication and distribution of telephone directories; and relat SW lepend , 
connecting companies (H. 334 

The engineering department is responsible for the engineer ing and design of build zy and tral offices 
equipment and i3 also concerned with technical advice in the engineering and construction of outside plants 
(H. 334). 

The accounting department is responsible for rendering the bills for telephone s rvice; preparing the 
payrolls and pay checks for employees; audits and records the receipt snd disbe irsement of funds; and 


accounts for the construction or acquisition of plant and property and the cost of operat ing the 
(H. 334-335). 


business 








10 LABOR-MANAGEMENT RELATIONS IN BELL TELEPHONE SYSTEM 


attended by representatives of the associated companies and the 
parent A. T. &. T.* (H. 31-39, 339- 344, 525-531). 

The lenin of policy and practice in each of the ys fields of 
associated company activity are under constant study by A. T. & T.’s 
central staff, which continually furnishes the companies with detailed 
instructions concerning new and ae methods of providing telephone 
service. These detailed A. T. T. instructions cover engineering, 
construction, installation, and cues » practices, as well as other 
general departmental operating practices, and are furnished by direct 
contact with the functional departments within the associated com- 
panies, without the necessity of having the instructions cleared through 
the executive officers of the associated companies * (H. 33, 339, 340; 
H. 313, subcommittee exhibit A, pp. 115-116). Consistent with the 
natural responsiveness of the associated company management person- 
nel to A. T. & T. instructions and recommendations, and in accord 
with the intention expressed in the license contracts that such services 
should be furnished by A. T. & T., rather than performed by the 
operating associated companies themselves, the practices, methods 
and standards contained in these A. T. & T. instructions and recom- 
mendations are accepted and put into effect by the operating com- 
panies, even though, as the management witnesses maintained at the 
hearings, the companies, in a strictly legal sense, may be free to, 
although they never do, challenge such instructions and recommenda- 
tions and refuse to put them into effect * (H. 340, 342; H. 313, sub- 
committee exhibit A, p. 627). 

The nature of collective bargaining in the Bell System is such that 
the associated companies cannot, with respect to bargaining matters, 
operate in a vacuum, and this fact was recognized by management 
witnesses at the hearings (H. 338). The “active assistance, coopera- 
tion, and support” of the A. T. & T. central management staff in 
such matters are indispensable to the associated companies (H. 339). 

The provision in the license contracts which most directly affects 
labor relations in the Bell System provides that A. T. & T. will fur- 
nish to the licensed operating company: 

Active assistance, cooperation, and support in connection with the adoption 
from time to time by the licensee of such measures as will, in the judgment of the 
parties hereto, best protect and preserve the heaith and promote the well-being 
in employment of the employees of the licensee and, in other ways, conserve the 
high quality of its service to the public through the maintenance of a stable, 
contented, and efficient personnel (H. 340). 

The ‘active assistance, cooperation, and support’’ furnished by 
A. T. & T. under this provision, like the services performed by A. T. 
%3 Each operating associated company pays to A. T. & T. a certain percentage of its revenue for the services 
rendered to it by A. T. & T. under the license contract. The amount thus received by A. T. &. T. is today 
less than the costs of performing the services, but the necessity of the services for the maintenance of an 
efficient and integrated Bell System makes the losses worth while to A. T. & T. (H. 526) 

% Mr. Sullivan, president of the Pacific Co., testified that in his company, which is rather typical, he need 
be aclvised in advance of decision by his department heads only on broad questions affecting earnings or the 


coupany’s ability to render service (H. 328, 338, 523). 
%A.T. & T.’s control over the finances of the associated companic sise qually effective. The construction 


udgets of the associated companies are first cleared with A. T. & T. before being put into effect (H. 388; 
ay 313, subcommittee exhibit A, pp. 114-115). A. T. & T. Ma advances funds —— ' by the associated 
companies in their operations (H. 313, subcommittee exhibit A, pp. 114-115 A rocent / & T prospectus 


involving the issuance of A. T. & T. debentures showed that a portion of the pri a 4 rived therefrom 








would be used for advances to _ —e ated companies, and for the purchase of stock to be offered for 
subscription by such companies. A. T. & T. plans a rate structure for its associated companies sufficiently 
high to bri ing in a certain net re turn on investn ont as a Means of enabling the sale of A. T. & T. stocks 
and a ids i the most favorable market (H. 37). To achieve this, A. T. & T. exercises a dominating 


influence in the ocal rate proceeding vs of the various associate ds companies (H. 35-37, 590; H. 313, subcom- 
mittee e ¢ ‘exhibit A. pp. 118-119). The presidents of the associated companies have discussed with the manage- 
ment staff of A. T. & T. their proposed dividends prior to the declaration of the dividends by the company 
(CH, 387). The eentralized control of A. T. & T. in financial matters is further indicated by the unified 
approach of all the associated companies in selling A. T. & T. stock to Bell System employees on a salary 
deduction basis (H. 37). 
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& T. under the other provisions of the license contracts, take various 
forms. Staff and training material on labor relations, in the form of 
bulletins and circulars, flow continually from the personnel staff of 
A. T. & T. to the various associated companies (H. 341, 342). The 
personnel vice president of A. T. & T. and his staff members make 
field visits to the associated companies, but do not, they say, actively 
participate in the bargaining sessions in any company, although the Vv 
may be within the company’s territory while the bargaining sessions 
are in progress (H. 341, 530). From time to time, personne! con- 
ferences are called by the personnel vice president of A. T. & T., at 
which representatives of all the associated companies and of A. T. 
& T. are present (H. 530, 531). Problems relating to labor-manage- 
ment relations within the system are thoroughly discussed at such 
conferences and a clear understanding of the problems reached, 
resulting at times in a uniform course of action being followed by all 
the Bell companies with respect to the labor-relations matters under 
discussion, as in the case of the uniform unilateral increase in pension 
payments throughout the Bell System in 1949 (H. 530,531). Through 
these and other media the associated companies bake to the “active 
assistance, cooperation, and support” of A. T. & T.’s central staff, 
with its close and expert experience in labor relations matters within 
the Bell System (H. 339). 

Private telephone al teletype systems are maintained throughout 
the Bell System for the exclusive use of the associated companies and 
the A. T. & T. management staff, which enable the Bell System execu- 
tives to have quick and ready access to each other at all times (H. 35, 
531, 532). The Bell System management makes use of these Nation- 
wide communications systems for the purpose of discussing labor 
matters, and the policies and positions to be followed by the individual 
companies in their negotiations with the unions (H. 35, 531, 532, 535). 
During the course of bargaining negotiations, the individual companies 
are in constant contact with A. T. & T.’s central management staff 
(H. 35, 341, 343, 531, 532, 535). Bargaining sessions are often inter- 
rupted by the companies at critical times during negotiations, to enable 
the management negotiators to have the company’s position in the 
bargaining checked with A. T. & T.’s central statf (H. 35, 341, 343, 
531, 533, 535). The A. T. & T. staff, either on request of the indi- 
vidual companies or on its own initiative, keeps the negotiating com- 
panies advised of the day-to-day status of bargaining negotiations in 
other associated companies throughout the system, and furnishes 
material and arguments to be used in the bargaining sessions (H. 35, 
341, 343, 531, 532, 533, 535). 

At the hearings, the management witnesses characterized this 
“active assistance, cooperation, and support” given by A. T. & T. to 
the associated companies as merely information, advice, and sugges- 
tions, which are purely advisory and do not affect the responsibility 
of the associated company to make its own decisions” (H. 339, 340, 
343, 528, 530, 532, 534). 

% The management witnesses recognized that it is as much the re 
to put into effect the practices, methods, and standards suggested by ‘ 
of the system, as it is the companies’ ultim ate responsibility for labor rela 
witnesses admitted that A. T. & T.’s suggestions on such practices, m« 


followed by the companies (H. 340). The companies contend tt 
matter tied to local conditions and requires more decentralizatior 

















ical operations (H. 340). The unions, on the other hand, have 
many matters in the field of labor-management relations regardi 
on a System-wide basis, such as pensions, vacation prac _ s, | 
tion, the entire wage structure, partic larly the progre imps ; ; 


upon job security, and the entire subject of lay-offs (H. 134, 320 ‘see footn te 30, p. 16, infra). 
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While the associated companies may have the legal responsibility 
to make their own decisions, in making these decisions their closely 
knit management personnel, which, as shown above, is highly sensi- 
tive to the controlling influence of A. T. & T., has responded to the 
advice and suggestions of A. T. & T.’s staff on matters in the field of 
labor-management relations as completely as in the field of physical 
operations. (See pp. 7-10, supra.) 

For example, in 1946, the controlling influence of A. T. & T. averted 
a system-wide strike and effected a uniform wage increase throughout 
the system. By early 1946, labor relations contracts had been nego- 
tiated for about two-thirds of the Bell System. Seventeen unions in 
the system, all members of the National Federation of Telephone 
Workers (herein referred to as NFTW), the predecessor of CWA, 
refused to accept the $3, $4, and $5 pattern of wage increase offered 
by the companies, and prepared to strike. Through the efforts of the 
United States Conciliation Service, C. F. Craig, the then personnel 
vice president of A. T. & T., and Joseph A. Beirne, president of 
NFTW, were brought together and reached an agreement to the 
effect that the negotiations then going on in the long-lines department 
of A. T. & T. would be settled, and that the dollar pattern in that 
settlement would be applied to the associated companies. Craig 
assured the union of this agreement and Beirne assured Craig of the 
agreement (H. 126-132, 265-267, 321, 364, 368, 399-401, 581-588, 
683-684, 718-726). 

After being hopelessly deadlocked for months at the local company 
bargaining level, all the associated companies involved came to agree- 
ment with their unions within a matter of hours after Craig and his 
office had asked the companies whether they would accept the Craig- 
Beirne agreement, which resulted in a wage pattern for the Bell 
System of $5, $6, $7, and $8.7 The associated companies that had 
previously negotiated contracts which paid their employees less than 
was offered under the Craig-Beirne agreement, ail reopened thei 
contracts and applied the Craig-Beirne agreement (H. 126-132, 265 
267, 321, 364, 399-401, 581-588, 685-654, 718-726). 

Again in April 1950, when the Bell System was faced with another 
paralyzing strike, the controlling influence of A. T. & T. made itself 
felt and the strike was avoided. The CWA, which had become the 
successor of NF TW, had threatened to have its members throughout 
the Bell System go on strike unless the unwilling associated companies 
came to terms with the union on its wage demands. After an all- 
night conference between CWA and A. T. & T. officials, Mr. W. ¢ 
Bolenius, the present personnel vice president of A. T. & T., was 
able to get the union leaders to agree to call off the strike and with- 
draw many of the union’s demands, including a demand for a general 
wage increase, and to accept in return a wage progression schedule 
shortened from 8-8}; years to 6% years. After the all-night session, 
Mr. Bolenius telephoned all the associated companies and advised 
them of his discussions with the union leaders. Shortly thereafter, 
bargaining was resumed in the companies and the 6% years wage 
progression schedule became the uniform pattern throug hout the Bell 
System (H. 267, 314, 556-559, 678, 728-730, 733-734). 

37 In the Wisconsin Telephone Co. the union negotiators apparently received word of the national settl 
ment prior to the company negotiator, who kept insisting on the $3, $4, and $5 pattern, until he was called 


from the bargaining session and was given his instructions to agree to the $5, $6, $7, and $8 pattern (1 
131-132). 
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This controlling influence of A. T. & T. over Bell System wages has 
been manifested through the uniform pattern of action of the asso- 
ciated companies in many other instances. In the 1947 bargaining, 
for example, there was a uniform approach by all the companies in 
proposing local arbitration (H. 134-135). Also, in that year NFTW 
utilized a policy committee to direct the bargaining negotiations of its 
member unions (H. 138). To defeat this approach, the associated 
companies uniformly insisted, as a condition to their bargaining on 
wages, that the unions agree to bargain independently of the policy 
committee (H. 136-137). After NFTW’s policy committee was dis- 
solved, a uniform pattern of wage agreements emerged from the 
associated companies (H. 132-139). 


132 
In 1948, and again in the 1949-50 bargaining, a similar uniformity 
of approach was followed throughout the Bell Syste m. Vice President 
Craig of the A. T. & T., in early 1948, told the unions that he believed 
that the associated companies would not look with favor on wage 
improvements and would want security through contracts for more 
than 1 year. Subsequently, 3-year contracts with two reopenings 
were offered by the companies (H. 140-143). Mr. Bolenius, who 
succeeded Mr. Craig in 1948, as A. T. & T.’s personnel vice president, 
indicated to the unions that wage increases in the system, as far as 
he could determine, would not be possible until the fall of that vear, 
and that then the increases might range from zero to $7. Starting 
after Labor Day in that vear, all the unions received wage increa 
ranging from zero to $7 (H. 142-143). Again, in the 1949-50 bargain- 
ing, all Bell companies took identical positions in opposing any wage 
increases; and while the companies had uniformly proposed arbitration 
in 1947, they uniformly opposed arbitration in 1949, as no substit 


seS 


ute 
for bargaining (H. 145, 157-159, 845-846, 857-870). The companies 
also took the same position in the 1949-50 bargaining that union wage 
statistics based on United States Bureau of Labor S statistics figures 
and the report of the President’s Steel Fact-Finding Boa rd were of 
no use in making wage determinations (H. 156 261, 27 ; 186-498, 
532, 623-624, 627, 628, 646-648, 842-847). And as shown above, all 
the associated companies reduced their wage progression schedule in 


1950 to 6% years.” 

Another striking example of the oneness of the Bell System and t 
controlling influence of A. T. & T. over its operation is to be found in 
the uniform treatment of pensions in the system. The A. T. & T. 
and all of the associated companies have identical pension plans, which 
are merged, through interchange agreements, into one general, uniform 
plan for the whole Bell System (H. 356). Even the trust funds 
under these plans are deposited for recene nt with the Bankers Trust 


Co. of New York under identical trust agreements (11. 388, 823-828). 


~t) 





38 Mr. Sulliv wn, pre ident of Pacific Co., admitted in }t testimony that postwar wa inc 3} been 
uniform throug ut th Bell System both as to the amount of the ‘ 4 H. 3¢ He 
attributes the uniform increase in amount to the postwar era of round vage increases which he savs has 
generally os 3 uniform inerease in all comy ithin the same industry, and the uniformity timing 
to delaying tactics of CWA in bargair But this explar I e 
the wage increases throughout the N tem were ir t nif vy. notwi } 
ing the Bell System companies’ state« liey of payi \ t ir ! rable t 
vailing wages in the community, which ) I Var il nt parts of the intry 
(H. 362, 385, 386, 387). Such precisi 3 differc ( : iT & T 
spread, as they are, throughout the country 5 plained by t! luenc fA Te 
through its constant study of wages and d - t iggestions ibsidiar nw 
matters. (See pp. 10-13, supra.) And i ‘ f CWA for the t ng ut 
wage increases does not account for the same ing int e as 1 I 200, 
more Bell System employees are represent d by t ns in the alliance, and r independent, AFI 
and CIO unions, any of which are oppo rd to’ C Ww o1 (Hl 251-322). 


S. Rept. 139, 82-1——-3 








14 LABOR-MANAGEMENT RELATIONS IN BELL TELEPHONE SYSTEM 


Since the establishment of these pension plans in 1913, there have been 
13 amendments to the plans, and in each instance the amendment has 
been uniformly and unilaterally made by all the companies at the 
same time (H. 356, 360). On three occasions, the changes have 
involved an increase in Minimum pension payments, and in each case 
the increase in amount has been uniform throughout the system 
(H. 357). 

This and other evidence * in the voluminous record demonstrates 
that control over the unified Bell System and its operation, including 
labor-management relations, is directly centered in A. T. & T. through 
its majority-stock ownership i in, and contract control over, the various 
associated com panies, which together with A. T. & T. make up the 
Bell System. As acknowledged by the management witnesses, it was 
the purpose of A. T. & T. in securing this ownership-contract control 
“to get some kind of a system which would be effective’? (H. 529); 
and so necessary is this control to the effective operation of the system 
that were A. T. & T. to be required to divest itself of such control the 
effect upon the system would be disruptive (H. 329). 


EFFECT OF BELL SYSTEM ORGANIZATION ON LABOR-MANAGEMENT 
RELATIONS IN THAT SYSTEM 


The unified structure of the Bell System and A. T. & T.’s control 
over that system have had a direct effect upon labor-management 
relations within the system. ‘The history of labor relations in the 
system indicates that there has developed on the part of the Bell 
System management a much different attitude in its direct relations 
with the employees in the system than in its relations with the labor 
organizations which represent those employees. The evidence indi- 
cates that management has made a definite effort to build good rela- 
tions with its employees (H. 369-372, 433, 438, 439, 447, 550, 554). 
There does not appear to have been the same effort made toward 
establishing equally good labor relations with the labor organizations 
that have been in the process of development in the system over the 
past several years (see pp. 14-31, infra). 


HISTORY OF UNIONISM IN THE BELL SYSTEM 


Except for one or two union contracts that the A. F. of L. affiliated 
International Brotherhood of Electrical Workers was able to obtain 
and hold sometime after the turn of the century, no really successful 
labor organizing occurred in the Bell System until after the National 
Labor Relations Act had been held to be constitutional by the United 
States Supreme Court in 1937 (NLRB vy. Jones and Laughlin Steel 
Co., 301 U.S. 1; H. 42-45). Prior thereto, employee organizations in 
the system were, for the most part, employee representation plans and 
associations sponsored by the Bell companies (H. 42-44). These 
plans and associations had their beginnings in a Rt issued in 
1919 by the Postmaster General, under whose direction the telephone 





2° For example, when the occasion has arisen A. T. & T. has even prepared standard form letters to be 
used by all the associated companies (H. 290, 425, 820-821): and the close similarity in the newspaper adver- 

tisements used by the various Bell companies during wage negotiations and strike periods reflects the 
“active assist ance, cooperation and support” of A. T. & T.’s public relations staff, which advises the asso- 
ciated companies on such matters as newspaper advertising, often furnishing the mats to be used (H. 199-200, 
390, 484, 873-914). For other uniform action by the associated companies evidencing A. T. & T. control 
over labor relations in the Bell System, see pp. 16-19, 21-31, infra. 
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industry had been placed during World WarI. The directive appears 
to have resulted from a telephone strike caused, at least in part, by 
the firing of telephone employees for union activity. The directive 
ordered that employees in the telephone industry be given the right 
to bargain, either individually or collectively, with the telephone 
companies (H. 42-44). 

Immediately after the issuance of the Postmaster General’s directive, 
and the recognition of unionism embodied therein, the vice president 
of A. 'T. & T. announced the formation of the American Bell Associa- 
tion (H. 43-44). For 16 years thereafter, company formed and 
fostered employee representation plans and associations continued in 
the system (H. 44). The purpose of these organizations was to 
improve working conditions and aon grievances Which the em- 
ployees might have with the company. Each Bell company provided 
the funds, services, and control 0 its association, and all employees 
of the company automatically became members (H. 44; see Labor 
Board v. Southern Bell Tels phon Company, 319 U.S. 50). 

When the National Labor Relations Act was about to be passed in 
1935, certain changes were made in these company-sponsored em- 
ployee plans and associations in anticipation of the passage of the act, 
such as initiating the collection of dues from members, but basically 
the structure and officers appear to have remained much the same 
(see Labor Board v. Southern Pell Telephone Company, 319 U. S. 
50, 52, 53-54). 

In the 2-year period between the passage of the Labor Relations 
Act and the Supreme Court’s holding of the act to be constitutional, 
the attitude of the Bell System companies appears to have been one 
of hope and conviction that the statute would be declared unconstitu- 
tional, and this philosophy was imparted to the system’s employees 
(H. 44-45). Telephone workers as a group are not militant unionists, 
the large majority of them being women, most of whom are hired as 
young girls just out of high school and living at home with their 
parents (H. 178, 179, 480, 502, 607-608, 962). It became the general 
feeling that telephone workers were doing well enough and did not 
need outsiders coming in to organize and speak for them (H. 44-45 
This feeling was developed, in large part, during company training 
classes, as Well as at social functions, such as bowling and other office 
parties and get-togethers attended by both management and non- 
supervisory employees (H. 46-47). ‘Time off from work on union 
business was accorded to officers of these company representation 
plans and associations, but no such privileges were given to those 
trying to organize unions affiliated with either the A. F. of L. o 
CIO (H. 47) 

After the Supreme Court’s decision in 1937, upholding the constitu- 
tionality of the Labor Act, the representation plans and associations 
in the companies were replaced by some 184 unions, which sprang up 
within the unusually short space of a few months all over the telephone 
industry (H. 45). Recognition of these unions by Bell System com- 
panies appears to have been quickly secured, and contracts easily 
negotiated. Methods for handling grievances were immediately 
established (H. 45). Some of these unions were charged before the 
National Labor Relations Board, and found by that Board, to be 
company dominated; and the Board’s rulings in these cases were 
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upheld by the United States Supreme Court (Labor Board v. Southern 
Bell Telephone Company, 319 U.S. 50; H. 46, 686, 989). 

In 1939, 25 or more of the unions in the Bell System formed NFTW, 
a loose confederation in which each union remained autonomous, 
with no limitation on its right to negotiate contracts (H. 48-50, 469). 
Each union sent delegates to a national assembly and paid dues on the 
basis of its membership (H. 469). None of the Bell companies raised 
any question of recognition when NFTW was formed, and delegates 
had no difficulty in getting time off to attend NF TW national conven- 
tions ( H. 48, 50). NETW grew in strength in the years that followed, 
although from time to time unions withdrew their me mbership (H. 470, 
471). “By 1947, there were 49 independent Bell telephone company 
unions in NFETW (H. 132). 

As the years passed, whatever domination or influence the Bell 
System companies had over the independent unions in NFTW 
disappeared, and a struggle between the companies and the unions 
began to develop. Experiences in the 1945-46 and 1947 bargaining 
negotiations demonstrated the basic weakness in NFTW’s ‘structure 
resulting from the complete autonomy of its unions, and showed the 
need for @ more unified approach in bargaining (H. 126-132). 

In December 1945 NFTW had agr eed upon certain wage and other 
demands to be sought by all the member unions, but by February 
1946, 32 of its unions, acting independently of one another, had signed 
contracts for less than the agreed upon demands (H. 126, 962, 963). 
The remaining 17 NF TW unions continued to press for the demands 
that had been agreed upon, but being confronted with the wage 
pattern that had emerged through contracts negotiated by the other 
unions, they failed to reach agreements with their companies and a 
strike deadline was set for March 7, 1946 (H. 126). The wage 
agreement for the system, reac hed shortly before the strike deadline, 
between A. T. & T.’s Vice President Craig and NFTW’s President 
Beirne, which has been mentioned above, not only averted the strike, 
but accomplished a wage increase in the space of a few hours for all the 
employees in the system, which was higher in amount than any which 
the other 32 NFTW unions had been able to negotiate in their indi- 
vidual company bargaining negotiations. It became necessary to 
reopen the contracts of these 32 unions, as well as those of other unions 
not affiliated with NFTW, in order to accord all system employees the 
full benefits of the Craig-Beirne agreement and maintain uniformity 
in the system’s wage structure (see p. 12, supra; H. 126-132). 

In the light of this effective system-wide bargaining from one central 
point, NFETW set up a policy committee to coordinate the bargaining 
of its unions in the 1947 negotiations (H. 132-133, 138). But the 
Bell System companies were determined not to have the national 
bargaining of 1946 repeated (H. 133). The demands of the NFTW 
unions in 1947 included 10 national items *® which the unions believed 
affected all Bell System employees (H. 133). In the first months of 
bargaining negotiations in 1947, none of the Bell System companies 
would bargain on any of these 10 items, and A. T. & T. officials likewise 
refused to make any commitments with re spect to them (H. 133, 134, 


138). Finally, the telephone workers voted to authorize their officers 
30 These 10 national iterms were: (1) Wages; (2) union security; (3) narrowing of area differentials; (4) 
reduction in the number of town classifications; (5) shortened wage progression schedules; (6) service assist- 






ant’s title and job description; (7) jurisdiction of work clause; (8) provisions for treatment of union officers 
and representatives; (9) improved vacation plan; and (10) improved pension provisions (H. 134). 
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to call a strike, and the central policy committee of NFTW was 
empowered to set a strike date upon a favorable referendum of the 
members (H. 133, 138). The strike was set for April 7, 1947, and on 
that day, some 375,000 Bell System employees went on strike (H. 133 
135). 

Just prior to, and during the early weeks of, the strike, the companies 
agreed to take a position on wages, 1 of the 10 national items, but the 
uniform position of the companies was that no wage increases were 
justified, although they would all agree to local State arbitration by 
persons selected by the governors of the St: ates, provi iding the arbi- 
trators based their findings on the companies’ community wage theory 
(H. 134-135). The unions rejected arbitration on the terms specified 
by the companies * (H. 135). 

After the strike had been in progress some 6 to 7 weeks, the Gov- 
ernor of Minnesota pressured the Northwestern Telephone Co. into 
making a wage increase offer (H. 135, 209-212). But before the 
company would make any offer, it required the union with which it 
was wee to withdraw from the policy committee which had 
been set up by NFTW to deal with the dispute (H. 136-157, 994). 
Identical action was taken by every company in the Bell System 
(H. 136). The effect of this uniform action was to divide NETW 
into se gme nts and thereby weaken the effectiveness of union bargain- 
ing (H. 49-50). 

When 8 Northwestern Co. finally made its wage-increase proposal, 
NETW disbanded its policy committee, and shortly thereafter all the 
associated companies began otferme the same increase (H. 139) 
The strike was settled on the uniform pattern of $2, $8, and $4 per 


’ 


week in all the companies throughout the Bell System (H. 159 

The long duration of the 1947 strike left NFTW prostrate (H. 51). 
The strike demonstrated again the weakness of NETW’s internal 
structure, for as the strike wore on, NIFTW’s autonomous union 
members began to break ey and sign contracts, resulting in the 
collapse of the strike (H. 49, 5( 

The 1946 convention of NET WW had laid the ground work for curing 
this structural defect, when it voted a change in its internal structure, 
subject to ratification by referendum. A new constitution was 
adopted abolishing the loose federation of autonomous unions, and 
creating increased centralized powers in a single international union 
under the new name of Communications Workers of America. The 
individual unions were to be known as divisions, retaining the power 
to negotiate contracts, which would be subject to the approval of 
CWA’s executive board (H. 50, 51, 53, 54, 470, 471). Only 9 of the 
49 unions in NIETW refused to become a part of CWA (H. 


%! The Bell System companies took their case to the public during the strike in the form of newspaper 
advertisements, in which they openly on osed any attempts to settle the questions at issue on a national 
basis, and in which they assure 1 the public that a wage increase was not just (H. 1 157-159, 857-8€ 





Acti tally the strike was finally settle lon a unifo rm national wace pattern of $ 





which was termed by Mr Walter S. Gifford, the then president of A. T. & T., to be “‘f 

With respect to the fairm ‘ss of the settlement, the compat ies point out that the ir ease crante reflected 
increases given in other industries in the last 2 weeks in Apr il 1947, but the advertisements in question ap- 
peared as late as April 24 and 28, and the unions cite wage increases in other industries even prior to tl 18 
the strike was called (H. 857-861, 993-1008). The advertisements also point up t uniform offer of the 
companies for local State arbitration, a position diametrically opposite from that taken by all Bell companies 
in 1949, when they stated that arbi tration is no subs titute te sining (H. 157-159), and one which would 
have divided the NF TW unions into segments and destroyed the natior ral t argaining approach establ i 


by NFTW through its policy committee (H. 157-159, 857-861). 

#2 It appears that later in the strike the Secretary of Labor suggested some form of national arbitration 
which the companies refused, and which the unions would not accept without certain clarification that was 
not received within the time limit set by the Secretary for acceptance of his proposal (H. 158 
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The referendum overwhelmingly declared the desire of telephone 
workers to belong to CWA, and the new structure became effective 
in June 1947 (H. 50, 470). 

Although A. T. & T. and its associated companies raised no question 
of recognition when NFTW was formed, they did question this 1947 
change in its internal structure (H. 50-51, 54, 56). As soon as the 
change-over from NFTW to CWA had become effective, every Bell 
System company required that a demonstration be made to its satis- 
faction, showing that its employees wanted CWA as their bargaining 
agent (H. 50-51). 

In some instances, union dues, deducted by the companies pursuant 
to payroll deduce tion cards voluntarily signed by union member em- 
ployees, were impounded without the request of the employees, and 
the normal functioning of grievance procedures was suspended (H. 50) 
This occurred only a ‘month or two after contracts, embod ving pro- 
visions for dues deduction and grievance procedures, had been negoti- 
ated between the companies and the unions, with full knowledge by 
the parties that the structural change was to become effective in June 
of that year (H. 50-51, 53, 56). 

The unions had advised the companies that the change was purely 
internal and would not affect contractual relationships with the com- 
panies; the old unions, it was explained, would become known as 
divisions of CWA, and the same individuals who were officers in the 
unions would serve as officers of the divisions, with the same responsi- 
bilities, functions and jurisdiction as they had in the old unions (H. 50, 

1, 54). Even the same national officers of NFTW were up for re- 
election at the first CWA convention in June 1947, and most of them 
were reelected (H. 50, 51). Each company, nevertheless, sought new 
recognition by insisting that new payroll deduction cards of 51 percent 
of the company’s union-eligible employees in each bargaining unit be 
presented to the company as evidence that the employees wanted 
CWA to represent them; after some time and effort, CWA complied, 
and ei functioning under the contracts was again resumed * 
(H. 51, 52) 

In 1949, ‘CWA was again faced with the uniform opposition of the 
Bell System companies when by referendum its membership voted to 
become affiliated with CIO. This time no change, internal or other- 
wise, was involved. CWA remained wholly autonomous, with no 
change in the jurisdiction or officers of its divisions, all of which had 
recognition contracts with the companies (H. 56-58). The companies, 
nevertheless, uniformly demanded new evidence to show that a major- 
ity of the union-eligible employees were in favor of CWA’s affiliation 
with CIO (H. 57). -The personnel vice president of A. T. & T. had 
indicated that he would not be adverse to suggesting to the operating 
companies that they accept new deduction cards signed by 51 percent 
of the union-eligible employees as a means of establishing 1 recognition 
(H. 62). 1 The companies advised CW A’s officers that the card method 


33 President Beirne of CW testified that the action of the companies in impounding dues and stopping 
the grievance machinery had deprived the union for months of its full income and of the means of handling 
grievances and he charged that the companies had taken this action for the deliberate purpose of further 
weakening the union, with the hope that after the long, exhausting strike, empl oyees would become dis- 
gusted with unions, and CWA in particular (H. 51, 52). Witnesses for the Southwestern and Illinois Bell 
Cos. attributed the action of their companies, in requiring CWA to present proof of representation, to a 
desire to protect the companies and their employees, although these companies were aware that the 9 unions 
representing those groups of emplovees in the Bell System which were not in favor of CWA had withdrawn 
from CWA, an i that employees, all of whom had voluntarily signed the wage-deduction cards, could revoke 
the company ’s authority to ms ake further dues deductions if they were not satisfied with CWA (H. 392-395, 
469-475) 
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of proving representation would be acceptable (H. 57). CWA did 
sign up the necessary number of cards in two of its divisions to show 
the companies that it could be done, and then refused to sign up the 
other divisions, on the ground that new recognition was not legally 
required, since there had been no change in the character of the union 
(H. 58, 59). Upon this refusal, the companies involved all proceeded 
at about the same time to file with the various regional directors of the 
National Labor Relations Board throughout the country 35 identical 
petitions requesting new representation elections (H. 58, 59, 62, 396, 
478). Recognition of CWA was canceled by all these companies; 
union dues were again impounded; and the grievance procedures were 
stopped (H. 62,63). Thee omp unies notified their employees that the 
refusal of the companies to deal with CWA would have no ee ret on 
wages, hours of employment and other working conditions (H. 62, 63). 

The petitions for election filed by the companies were all te issed 
by the Labor Board, on the ground that existing contracts between 
the companies and the divisions constituted a bar to an election 
(H. 58-63, 396). The Michigan Bell Co.’s petition, which was 
identical with all the other petitions, had been selected by the Board 
as the test case, and was the first to be dismissed (Michigan Rell 
Telephone Company, 85 NURB 303). The other companies, however, 
did not accept that case as a precedent, but rather each company 
waited until its petition had been dismissed by the regional director 
handling its case before recognition was again accorded CWA (H. 58, 
59, 62, 63, 478). 

With each step that CWA has taken to strengthen its internal 
structure, the struggle between the union and the Bell System manage- 
ment has become more intensified, with a consequent worsening of 
labor relations in the system. The latest step occurred at CWA’s 
June 1950 convention, when the delegates adopted further changes 
in CWA’s internal structure through constitutional amendments 
which were approved by a 3 to 1 referendum vote of the membership 
(H. 239, 1011-1012). According to the union, ‘“‘the approval of these 
constitutional amendments constitutes the last step in the change of 
organization from a confederation of autonomous local unions to a 
single, integrated international union with sufficient authority and 
control to better enable it to meet with the Bell System monopoly on 
a basis of equality’ * (H. 1011-1012) 

These constitutional amendments were closely followed by the Bell 
System management, and a program to defeat them was inaugurated 
by the companies prior to CWA’s convention, and was continued 
through the completion of is referendum of the union’s membership 
(H. 239, 935-961). The supervisory staffs of the companies were 
thoroughly instructed on the effect of the ame las nts, and were kept 
fully informed of the internal proceedings of the convention, through 
instruction classes and bulletins,*® which had for their purpose, the 
” 2 divisions had recognition contracts terminable on 60 days’ notice, and the companies had given notice 
of their intention to cancel In these circumstances, these two divisions agreed on an election (H. 59 The 
companies insisted that nonmembers as well as members of CWA vote on whether CWA should becom 
affiliated with CIO, and in both instances, the vote in favor of affiliation was much larger than in the pre- 
vious intraunion referendum (H. 59 

3% ‘These constitutional amendments, which will become effective at CWA’s next convention in Arril 


1951, provide for the administration of finances at 2 levels—local and international; an international con- 
vention composed of local delegates; the climination of the division as a policy-making body of the uni 
the centralization of eollective bargaining authority in the international; and international supervisi 
financing of all activities of the union ahove the local level (H. 1012 

% President Beirne of CWA characterized these bulletins as containing information that was both erro- 
neous and slanted (H. 239-242, 245, 246, 935-961). 
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discrediting of the union leadership as being irresponsible, and the 
influencing of union-eligible employees against the union (H, 239-242, 
245, 246, 935-961). 

For example, in the Northwestern Bell Co., it was stressed that 
management had the job to do ‘‘of building intelligent responsibility 
in the union at the grass roots——among the rank and file members, your 
employees” * (H. 242-243, 947). And other companies appealed to 
the sectional prejudices of their employees to defeat the amendments.® 
The Southern Bell Co., for instance, in its August 4, 1950, Personnel 
Information Digest, stated that the constitutional changes were of 
interest to both management and nonmanagement employees, and 
that if the changes were ratified by the employee members of the 
union, the employees would “‘ be required to support activities outside 
of the South whether or not such activities are for their benefit,” and 
“members will have less freedom of choice in political matters such 
as FEPC legislation’ (H. 244-246, 960-961 

Mr. Bolenius, personnel vice president of A. T. & T., agreed on 
questioning that such interference by the companies in the internal 
affairs of the union,’ and appealing to sectional prejudices, do not 
contribute to good labor relations in the Bell System * (H. 573 


0/(0-0747). 


, 


This history of the evolution over the past 30 years of the main 
core of organized labor in the Bell System, from the completely com- 
pany dominated employee representation plans in 1919, to the highly 
centralized, militant CWA union of 1950, with all the attendant 


struggles and conilicts that have ensued, demonstrates the oneness of 
the Bell System management approach under the unifying influeace 
of the A. T. & T., and shows that the attitude toward real unionism 
on the part of the Bell System companies has been one that is becom- 
ing more openly unfriendly, and which is engendering a like attitude 





8? The supervisory staff was further told that 
ear ) " TY } 


























The percent of ur n men wl ire acti els ( Cc ed Wi the u n uK i 4 t very 
large. Unless the majority of your people who belong to the union want a responsible union there n't 
be one 

“How can they get a responsible union? They will get it first, by seeing their ow: \ iis 
business as you see yours; an i, second, by catching some of the contagious th vou ivet rtt own 
best judgment into action to see that the majority gets what it really wants out of this busin ie same 
thing and I want 

“Nov hat are we going to do about it in this district? 

4 >i n f ti - I vi S Cal i T ‘ ned 
I cussion of best t af t wend ( bject 
l 1ofa tri in f ng 4 nt H. 94 

Pre it I eof CWA te i tha ‘1 nonths” refer oat vould, a t rry 
thr OCWA em bt 1 re r i r nat union's ¢ it il changes 2 

} “ panies . pe tos } n other n is t I ( S 
newspaper ad ve ere! luring the 1950 ‘ ations when CW A’ ere ré in the 
advertisement I tel I ship H.Ss 

\ hile Mr ? ‘ t he y 1 } } ¢ r } ii29 
tior the 1 I ri z Dat t { } did eg t ‘ tin t 1 ‘ the 
unl to the exte rganization ge bed and the 

t cl tl pect to wl the mpar ~ontractual ot mut t t wd 
to be rely of keeping ii ed and not in e att t I Appearin i ny 
bu I t ence th nagement ar ! anagel t pi wa t ul t such 
change H ‘ 

. is com pal in union affairs has not been limited to CWA (FI. 241, 940-941 The Bell 
rel hone Co. of J vania, for instance, in June 1950, addr eda circular letter to all its plant em- 
be J i nattempt t Influence them te ote against a union shop, it } n which the Federation of 
Telephone Workers of Pennsylvania, an independent union, had petitioned the National Labor Relations 
Board t I ct, under the anthority of the Taft-Hartley Act, among the union-eligible employees in the 
company’s plant department (H. 940-941). 

I Bell System companies bave been uniformly opposed to a union shop; so much so that the New York 
Telephone Co. refused to allow a union shop vote to be taken on its property And after the National 
Labor Relations Board had conducted the election off the property of the company at great expense to the 
union and the Government, the company refused to bargain on the matter, even though the employees 
hac ed 10 to 1 in favor of a union shop (H. 311, 458, 731-733). The eempany management told the oificials 
of | ed Telephone Organizations, the union involved, that even if 99.9 percent of the ballots were for a 
union shop, the company would not grant it unless forced to do so (H. 311 
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by the unions toward the companies (H. 41-249, 251-322, 599 
560 565) 


COLLECTIVE BARGAINING IN THE BELL SYSTEM 
Perhaps the greatest deterioration in labor-management relations in 
the Bell System is taking place in the actual process of collective 


bargaining. There are at present 112 bargaining units in rg system 


of which 55 are represented by the 39 divisions of C W A, 45 by inde- 
pendent unions,*! 10 by A. F. of L. unions, and 2 by CIO unions other 
than CWA (HI. 532; H. 805, subcommittee exhibit R). The bargaining 


units in the associates d companies range in size from a group of 
employees in a single department in one of four different opel ‘ating 
areas of the Pacific oth to a group a sed of the union ivible 
employees in all the departme nts of the Southern Co., w cae oat 
bargaining unit covers nine whole St: ie s (H. 94, 465, 469, 482, 726 
Some companies have one union represe ‘nting several se para te depart- 
mental units; whereas other oregon have a different union for 
each of . ir departments (H. 430, 466). The long-lines department 
of A. T. & T., which extends across the entire Nation, operating in 
41 States fr the District of Columbia, has one bargaining unit 
represented by CWA (H. 5-10, 454, 677; H. 805, subcommittee 
exhibit R). 

The witnesses for the various unions appearing at the hearings 
all testified to the futility of bargaining with the local con pany 
managements; still other unions submitted written evidence to the 
same effect (H. 75, 126, 141, 146, 147, 155, 192-194, 209-212, 247 
252, 260-262, 265, 267-272, 314, 315, 321, 683, 685, 687-689, 691-692, 
702-703, 705-716, 845-846, 848, 851 . Negotiating contracts with 
the companies under present conditions, the unions claim, is always 
a long, drawn-out, fruitless process, consuming months and months 
of time without any real accomplishment. Not until after the lapse 
of as much, sometimes, as 8 or 9 months of negotiating do offers 
begin to be made by the companies. ‘These offers emerge from the 
companies at about the same general time and fall into a uniform 
pattern throughout the system, all of which, the unions claim, is not 
coincidental, but rather reflects the close coordination of labor rela- 
tions within the system under the guiding influence of A. T. & T.“ 
(H. 75, 126, 141, 146, 147, 155, 192-194, 209-212, 247, 252, 253, 255, 
256, 260-262, 264-265, 267 272, 314, 315, 321, 683, 685, 687-689, 
691-692, 702-7038, 705-716, 845-846, 848, 851; see pp. 5-14, supra. 

The experience of CWA in negotiating contracts in the Washington- 
Idaho area of the Pacific Co. is indicative of the length of time that 
can elapse before real improvements in wages and working conditions 
can be secured for employees in the system. CWA represented the 
employees in the plant department in that area under a contract that 
expired in May 1948 (H. 160). In November 1947 CWA was also 
certified by the National Labor Relations Board as the bargaining 
representative of the commercial and traffic department employees 


’ 


«1 Eight of the independent unions are members of the alliance. (See p. 2, footnote 5, supra.) 

4&3 The unions complain that company negotiators have no real power to make decisions and always meet 
union demands for wage increases with the statement that no increase is justified, and that the company 
has made wage surveys that show that the company’s wage rates compare favorably with those paid by 
other employers in the same community for similar work. This approach is uniform throughout the Bell 
companies and continues through months of bargaining sessions. Union statistics are ignored and the 
companies will not produce their wage survey data (H. 144, 155, 194, 260-262, 271, 314, 315, 321, 440, 994). 





8. Rept. 189, 82-1——-4 
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in that area (H. 160, 380, 706). ~ Simple recognition contracts for the 
commercial and traffic employees, which merely kept in effect for 
them current wages and working conditions to the date of the ter- 
mination of CWA’s plant department contract*in May 1948 were 
not negotiated until February 1948 (H. 160, 380, 706-707). Shortly 
thereafter CWA began separate negotiations for improvements in the 
wages and w orking conditions of all three groups of employees, and, 
later in 1948, when it also became the bargaining representative for 
the accounting department employees in the area, similar negotia- 
tions were started for that group (H. 160, 381, 709). Not until June 
1950 was the union able to negotiate a contract covering wages and 
working conditions for the plant employees in the Washington-Idaho 
area, the first such contract for that group since 1947, and up to the 
date of the commencement of the hearings, no contracts had yet been 
negotiated for the other departments of the area “ (H. 163, 167, 168, 
716). 

Strikes and strike threats have repeatedly been resorted to by the 
unions before contract settlements have finally been reached (H. 685). 
In 1946 a system-wide strike was threatened after several months of 
unsuccessful bargaining at the local company level, and was averted 
only by the Craig-Beirne agreement at the A. T. & T. level, which 
resulted in contract settlements throughout the system within a 
matter of hours (H. 483; see pp. 12, 16, supra). And in 1947, 
more months of unsuccessful bargaining negotiations with the local 
companies actually led te a 6-week-long system-wide strike, which 
again was finally settled on a uniform basis throughout the system 
(see pp. 16-17, supra). 

Regardless of which union is bargaining or the length of time con- 
sumed in negotiations, when a decision is made by the Bell System 
companies to make offers, uniform settlements follow shortly there- 
after for all the unions in negotiation. In March of 1948, some of 
CW A’s divisions, as well as other indepe sndent unions, began bargain- 
ing negotiations with various Bell System companies (H. \ 41, 268-269, 
456). Bargaining sessions continued for 6 months without results. 
Since A. T. & T.’s personnel vice president had indicated that increases 

“3 : This period of more than 2 years of unsuccessful bargaining in the Washineton-Idaho area had many 


complications. The union, whi ich has continually sought, agains the Pacific Co.’s objections, to repre- 
sent all four ¢ f the company’s Washington-Idaho area de: rtmet Ss as one bargaining unit, as is the case 









in the company’s Oregc ym area, carried on separate unsuccessful bar¢ ng negotiations in each of the four 
Washington-Idaho area departments throughout 1948 and int »1 049 (7 59, 160, 161, 163, 381, 382, 707-709, 
715). Restiveness of the employees resulted in work stoppages at several points in the area in March 1949, 
and shortly thereafter the company canceled all four contracts (li. 161, 381, 709-710 The Teas n given 
by the company for this action was based on what it termed the unreslistie refusal of th 1@ union 5 months 
previously to accept a wage offer, which refusal, the company said, had deprived the empl yes | »f a reason- 
able wage increase (H. 382). This offer was made in October 1948, when, as pre licte itv A. T. 2 T 


personnel vice president, wage offers were being made by all the companies throughout the system; at 
this time the Pacific Co. was making genera) wag e offers which, it says, were accepted by all] other unions 


in the company except CWA in the Washington-Idaho area (H 381, 382, 709 The union claims that it 
refused to accept the offer made in the W: aiieen m-Idaho area because it w ald have resulted in down 
grading nearly all the towns in the area (11. 164, 709). The company, after terminating CWA’s contracts, 
gave unilateral wage increases to the employees _ at had been covered by the e ontr acts (fi. 164). 


By December 23, 1949, the union and a company had ne ated a settlement agreement in which the 






company agreed to recognize CWA as barg g agent in ny oft he four departments in the Washineton- 
Idaho area in which a majority of the employees selecte ic W A to represent them (H. 163, 164, 382-383, 
714, 871). By March 29, 1950, satisfactory proof of representation of the plant, traffic and accounting em- 


ployees had been furnis hed to the company (H. 383). The plant partment contract was negotiated 
while these subcommittee hearings were in progress on August 26, 1950, for the traffic and accounting de- 
partments (hh. 385) 

“ Mr. Gephart, personnel vice president of the Southwestern Co., contended that an agreement could 
have been reached much earlier {n 1947 if the union had been as real istic in its demands at the beginning of 
negotiations as it was toward the end, although he admitted that his company would not have made a 
wage offer prior to May 1947, no matter what demands the union made, because its position prior thereto 
was that no wage increase was justified (H. 415-416). The company made its first wage offer on May 10, 
1947, and an agreement was reached with the union on May 17, 1947 (H. 412, 416). 
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in wages might be forthcoming in the fall of the year, other CWA 
divisions started negotiations after Labor Day under the reopening 


clauses in their contracts (H. 142-143; see p. 13, supra). Starting 
after the middle of September, as had been predicted by A. T. & T.’s 
personnel vice president, the companies began making offers, and 
soon thereafter, the unions that had just begun negotiations were 
able to negotiate contracts as readily as those unions which had been 
bargaining for 6 or 7 months (H. 142-143, 268-269, 456). 

In the 1949 bargaining negotiations the Bell companies again 
presented at the bargaining sessions, and continued to maintain 


throughout the sessions, the same uniform position that no wage 
increases could be justified, each company relying upon the community 
wage theory, which the system management ci 
wage policy of the Bell System (H. 143, 144, 835). Out of this 
bargaining stalemate came the series of events which led eventually 
to this investigation by the subcommittee. 

In November of 1949, all the Bell companies followed a course of 


action with respect to their pension plans that greatly wea sd 
mutual confidence and understanding between the companies and the 
unions (i[. 426). On November 18, each company requested a meet- 


ing with oilicials of the unions representing the company’s employees, 
to be held at 11 a. m.on November 21, at which time the uni Li 
were told that as of November 16, minimum pensions had been in- 
creased from $50 to $100. The companies also announced to the 
union olicers that letters to that eiTect were, that afternoon, being 
sent to all company employees (Hi. 80, 82, 83). At the time this 
action was taken several divisions of CV A, representing some 80,000 
employees, were actively bargaining, and one of their demands 
concerned increased pensions (ft. 143, 835). The courts had held, 
and the companies say they recognized, that pensions are a proper 
subject for bargaining (Inland Steel v. NLRB, 336 U. 5. 960; H. 104, 
283, 353, 420, 483). Unions which were not bar gaining, as _ as 
those which were bargaining, protested this uniform, unilateral pen- 
sion change by the Bell System management, and fi iled an ae 
practice charges with respect thereto with the National Labor Rela- 
tions Board ® (H. 835-836). 

Bargaining was still stalemated in December 1949, and the C\VWA 
division in the Sowbawestern Bell Co. was authorized by its member- 
ship to establish a strike date (H. 143-144). ‘To avoid the strike, the 
governors of the six States in which the Southwestern Co. operates 
proposed arbitration, which was accepted by the union, but was 
rejected by the company (H. 143-144). 

After the beginning of January 1950, more divisions of CWA 
opened bargaining negotiations, and President Beirne entered into 
correspondence with the president of A. T. & T. requesting that A. T. 
& T. either enter into direct bargaining negotiations with C\VA, or 
recommend arbitration to the associated companies (FH. 147-155, 837- 
842). The companies did not accept either —— and CWA 





“ The meeting with the union representatives in the Southwestern Co. was! ld at 8a. m. in San Antonio, 
Tex., because the union’s convention was being held there and it was not convenient forthe rey it 
atives to be in St. Louis, where the company had originally contemplated hol ting the m m. 


(H. 422). 
These unfair labor practice charges were dismissed, not on their merits, but for technical noncompliance 

with section 9 (h) of the Labor-Management Relations Act of 1947 (H. 774, 777, 1002 1012 See in this con- 

nection the subcommittee’s study of Some Effects of the Se = tio on of Fi ction ir : 

Relations Board, pp. 7-8 and 19-23, wherein the reasons for d 
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announced a strike to begin F¢ manny S 8, 1950 (H. 153, 155, 838). The 
strike was postponed for 30 days at the re ” st of the Director of the 
Federal Conciliation and Mediation Service, and again for 60 days at 
the request of the President of the United States (H. 153, 155). On 
April 24, President Beirne of CWA and Vice President Bolenius of 
A. T. & T., together with members of their staffs, had an all-night 
discussion of the matters in dispute, the outcome of which was the 
calling off of the strike by the union and a settlement which resulted 
in a uniform reduction of progression schedules throughout the sys- 
tem * (see p. 12, supra). 

In the course of these 1949-50 bargaining negotiations, relations 
between the Bell Sy stem management and CWA worsened consider- 
ably, and both sides resorted to inflammatory action (H. 198-249, 
561-565, 873-965). The record shows that the union did not really 
want a strike and believed that it was not ready for one, but, having 
lost all faith in being able to negotiate improvements in the wages and 
working conditions of the system employees represented by it, CWA 
nevertheless prepared for a strike on February 8, 1950 (H. 561-565; 
Daily Proceedings, 4th Annual Convention, CWA, pp. 99-118). 
To implement the effectiveness of the strike, which would have been 
difficult to enforce because of the dial system in the industry and the 
large management force available to man the switchboards in case of 
a strike, CWA called upon the CIO to assist in the strike by over-use 
of telephones during the strike period (H. 562-564). This action gave 
rise to a flood of newspaper editorials condemning what the editorials 
termed “jamming” the telephones (H. 562). According to Mr. 
Bolenius, A. T. & T.’s personnel vice president, these editorials were 
not inspired by A. T. & T. so far as he was aware, although he said 
he —_ not speak for the associated companies as to such editorials 

(H. SZ, 564) 

In = meantime, the Bell System companies were attacking CWA 
and its demands in newspaper advertisements, management bulletins, 
and so-called “captive audience’? meetings which employees were 
required to attend during working hours (H. 71-72, 198-249, 419 





, 
«@ The companies do not deny that bargaining negotistions have heen long, drawn-out affairs, but th > 
manag ent witr s blame the CWA for the delays (H. 361, 363, 368, see footnote 28, p. 13, supra). Thi 
does not explain similar fru strating bargaining experiences by other uni ons in the svsten which are not 
‘ ited with CWA, and w } e strongly opposed to CW A (H. 251-321, 473; H 193. CWA Exhibit 30). 
{ these unions represent Bell System empl yvees in companies which do not even have contract swith 
and which are in widely seprated parts of the system (H. 314, 315, 321, 442; H. 193, CWA 

The management witr es contended that CWA eit 


her makes unrealistically high demands or else no 









specif lemands at all (H 63, 368; H. 198 CWA Exhibit 30 CWA « that after the companies had 
criticized the union demands in newspaper advertisements published du the 1947 negotiations, as being 
exorbitant, the union ceased making specific demands and i id presented statistical data at the bar 
gaining sessions to show that aw increase was warranted, and then tried to get the management either 
to bargain out the amount of increases or submit the question to arbitration (H. 172-174, 857-862 When 
in the 1949-50 negotiations the companies complained about the lack of specific demands, CWA asked for 
a} p we wage increase, but the companies continued to t ike the same position that they had in 
all other bargaining negotiations that no wage increase was justified (H. 14 

Mr. Bolenius, in his testimony, quoted a pc orth ym of the re port made to tl 1 1950 CWA convention by 
CWA Vice President Aaron Thomas Jones, who was in charge of the union’s 1949-50 bargaining program, 
to show that delays in the 1949-50 bargaining were really caused by the union (FT, 560 The quotation, 


which is cited out of context, does not support the charge, because Mr. Jones, at that point in his report, was 
merely explaining that divisions had been selected for bargaining which did not have the “hear trap” clause 
in their contracts, that is, a limitation of 30 days within which to complete bargaining n« goti ations (see p, 
99, Daily Proceedings, 4th Annyal Convention, CWA, CIO). The union did not w a its divisions in 
the early stages of bargaining to be forced to take or leave whatever the company might offer during the 
30-day period and thereby set a low pattern for all the other employees whose divisions would be entering 
negotiations at a later period (see p. 99, Daily Proceedings, 4th Annual Convention, CW A-CIO). The 
divisions with 30-day bargaining clauses which were advised not to exercise the wage reopening clauses in 
their contracts were not in bargaining and so could not have delayed the bargaining negotiations. It does 
appear that the Maryland Division of CWA, which was in litigation with CW A over internal union affairs, 
did make allegations that in the last days of the 1949-50 bargaining period, they were instructed to delay 
(H. 560). 
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479, 572, 873-965). The union’s leadership was criticized in news- 
paper advertisements, some of which incensed the union membership 
because they carried misleading statements as to wage rates and told 
the public that wages could not be increased without increasing 
telephone rates, although the companies have never raised the question 
of ability to pay in wage negotiations, and A. 'T. & T. has declared a 
$9 dividend each year since before the depression *® (I. 145, 155, 
436, 679, 857-914). 

The poor labor relations generated by the 1949-50 bargaining nego- 
tiations, together with the antagonism of the Bell System management 
toward the latest change in CWA’s internal structure, presents an 
unhappy outlook for labor-management relations in the Bell System 
if present conditions are allowed to persist. 


WAGE STRUCTURE IN THE BELL SYSTEM 


Wage rate determination is one of the items of greatest importance 
in collective bargaining, and among those which cause the most fric- 
tion between labor and management in the Bell System.** According 


“Mr. McLaughlin testified that to maintain th vider 
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financial structure of the system, it was necessar 1049 for t S 
(H. 35-37, 436). 

* The companies have criticized the unions publicly during bargaining 1 tiations for 1 s they 
contend, supporting union demands with basic wage desta, t the I th they r i 
much statistical material ns whic nace | H 
173-174, 260-252, 268, CW A’s researct : “ ns 
times has personally part ing iatior I I 
panies, introduced at the hearir 1 us ‘ m whict 
her union has presented time after ‘ f Vt 
include statistics showing histori is between the telept I it 
and between telephone wages in ] ( ritie ot 
wel] as statistical data showi c livir ninis 
The sou this materfal ! ( led the U. S. Buresu of La steel Boar 
report tothe Pre ident of September 10, 1949; tern ination report ofthe Nation Var Labor B ut 
Associsti aes Wanufacturers 1950 Business Outlook; Busine Week, for A , 1948; and Report f 
Business Executi' e Ne . 575, Washington, D, ¢ 2 950 (H. 594 610, 612-613, 616-61 
618, 619, 622 

A part of this lata shows that the tele] x r erage hourly 

earnings basis were lower in June 195 1939, an i with workers in 
cthat industries, the earnings positi worker 4 eciat 4 
(H. 624-6 30). 

Mr. E. C. Allen, wage analyst for the A. T. & T., took issue, at the hearings, with the sou ess of 
these particular statistics, which were based on BLS gr vernge earning ure ; ne, ¢ ressed 
views which Mrs. Gottlieb testified were the same as those presented in bargaining negotiations by each of 
the associated companies with which she had come in contact (TI 

Mr. Allen’s basic criticism of these statistics is that BIS ave € ear! figures cannot he used to 
measure changes in wage rates, although there are no available figures by which the relative wage rate 
standing of a telephone worker can be measured with the wage position of other industrial workers except 
by the use of average eornings fi rures; intra-industry wage rate comparisor ly atford an opportunity of 
comparing the telephone worker with himse If H. 487-488, 501-502, 506, 6 

Mr. Allen also criticized th ie use of average earnings figures on two other grounds. He took the position, 
first, that average earnings in the Bell : Syste m during the war and | ' 7 wer lec \ 
large increase of new employees in the lower steps of the system’ schedules (H 504 
No evidence was presented to show tl e effect, ifany, of the ter ' 
in other industries, except that ma ement witnesses te “1 tt er in the 
been low in comparison wit. other in dustric Ss, and that what turn-over tl is has heen j 
sion schedule steps, the large =a rity of the mployees tending to remain in the syste1 
Secondly, Mr. Allen criticized the union's average earnings figures as being meaningk 
April 1945, when BLS started ine series of figures for the telephone industry, the } 
the industry were noi strictly comparable with those for other industries. He co 
has been devised, that he knew of, by which proper comparisons of that kind could be made 
403-498, 517). The union presented evidence to show t hat BLS, in its publication, Wage M 
and Postwar Trends, had made adjustments in the telept lone earnings data to bridge the 
in the series, and that in an arbitration case, the Be ll Telephone C ‘0 of New Jersey conceded th I 
in reporting methods to the BLS in April 1945, had not changed the average hourly earnings figures by more 


than 2.8 percent (H. 645, 647 

Although union statistical sources, such as the President’s Steel Fact Finding Bos 
thought it necessary to make a statistical adjustment correction in the telephone f 
making historical comparisons of the level and movement of the earnings of workers 
the subcommittee’s staff, under the supervision of Russel! E. Stone, nevi rtheless made suc 
in a stady of the ranking of earnings for the telephone industry, in relation to 123 individ ii 
and nonmanufacturing industries for the period May 1939 to May based on BLS S fig 798) 

There was no selectivity in the subcommittee’s staff study; it included al li the industries reporting to BLS 
for which figures were available both in 1939 and 1949 (H. 7&5 The s idy showed that the telephone in- 
dustry had dropped in rank from twenty-second place in 1939 to seve ath fifth place in 1949, as to average 
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to management witnesses, the basic wage policy of each Bell System 
company is to pay wages which are in good relationship with those 
paid in general in the communities where each company operates, for 
work requiring comparable skills, knowledge, training and ability 
(H. 362).© It is the application of this theory that has been the greatest 
cause of frustration at the bargaining table. The companies uniformly 
meet union wage demands with the statement that their unilateral 
company wage surveys show that telephone wages compare favorably 
with those paid by other employers in the community for like work, 
but the companies refuse to allow the unions to examine source mate- 
rial on the ground that it is confidential (H. 144, 155, 168-172, 175, 
177, 260-262, 268, 994, 1008). In answer to a question by Senator 
James E. Murray, chairman of the subcommittee, as to the reason 
for the Bell System not wanting to grant a wage increase during the 
1949-50 bargaining, CWA’s President Beirne said: 


Senator, the reason given in the collective-bargaining sessions is always the 
same; they say it this way: ‘““‘We have made a wage survey, and we find that the 
wages we pay compare favorably to the wages paid to other workers doing like 
jobs in the communities in which we operate.’ When we say to them, “Let us 
see your statistics that justify this position, let us see the results of that study 
that you say you have made, the survey vou say you have made’’; we have never 
seen any of that. I don’t doubt that they spent time making a wage survey. 
I question very seriously the accuracy of the conclusions they reach as a result 
of their survey. But we don’t know what companies they survey; we don’t 
know what jobs they survey; we don’t know why the jobs were picked that they 
are surveying; we don’t know how deeply they went into the matter of wages in 
& particular city; we don’t know whether the workers that they survey are union- 





weekly earnings adjusted, and from sixteenth place in 1939 to sixty-seventh place in 1949, as to average hourly 
earnings atjusted (H. 785-798). The study also showed tnat all the highest 22 industries in 1939, with the 
exception of the telephone industry, ranked among the top 25 industries in average hourly earnings in 1949 
(H. 782-792). 

Mr. Allen presented evidence to show that between April 1945 and May 1950, the average hourly earn! gs 
of the telenhone worker had increased 49 percent and the cost of living in the same period went up only 32.7 
percent (H. 513, 514). He also presented statistits to show that during this same period, the average earn- 
ings of nonsupervisory telephone employees increase i 49.2 percent as compared with 38.2 percent for prodric- 
tion and related workers in the “‘all manufacturing group’ (H.515). These figures do not reflect the relative 
ae of the telephone worker prior to and during World War IT. William M. Dunn, who was a mem- 

ver of the National Telenhone Panel and Commission in 1945, and 8 member of regional War Labor Board 
panels prior thereto, testified that it had been necessary for the Commission to grant wage increases in 1945 
to practically all telephone workers in the Bell Svstem on the “gross inequities’ theory. Under this theory 
it was intended that only the lowest paid 20 percent of the workers in the Nation would receive wage in- 
creases, and that these increases to the telephone workers were not as great as were given to other employees 
even in that stabilized period (H. 656, 657, 664, 666, 668-669). The increases reflected in Mr. Allen’s figures 
for the postwar period, according to Mr. Dunn, do not present a true picture of the telephone worker's wace 
standing since they were built npon the relacively low wages paid to him in the war and prewar years (FH. 
668-669, 798, 799, 894). Mr. Allen has presented some evidence to show that the relative wage position of 
the telephone worker in the 1941-45 period was good, but the subcommittee’s staff has had some difficulty 
reconciling his figures (H. 517-519; see letter to Mr. Allen from Mr. Stone, dated Nov. 2v, 1950, and Mr. 
Allen’s reply in his letter to Mr. Murdock of Dec. 7, 1950). Mr. Allen testified that he placed no faith 
in his average earnings figures, for the same reason that he gave in criticizing the union’s use of that type of 
figures, namely, that average earnings figures are not a proper measure of changes in wage rates (H. 514, 516). 

As to wage rate increases, Mr. Allen showed that the wage rates of telephone workers had increased 102.3 
percent on the average between 1939 and 1949. This figure was weighted with the Bell System's 1949 force 
composition: using the 1939 work force, which would seem to be equally fair, the figure would be 88.7 percent 
instead of 102.3 percent. The BLS consumers’ price index for that period, according to Mr. Allen, had 
risen 69.2 percent (H. 509, 514, 519). Mr. Bolenius submitted statistics at the close of the hearings to show 
that in June 1950 the telephone operator's gross average weekly earnings exceeded those of production and 
related workers in every manufacturing industry employing more than 70 percent women, and that as of 
October 31, 1949, the telephone operator’s gross average hourly earnings exceeded those of production and 
related workers in every manufacturing industry employing 50 percent or more women (H. 578-579 Union 
statistics are at variance with these figures and show that, on an over-all basis, gross hourly earnings in the 
telephone industry have not kept pace with corresponding increases in the cost of living for the period from 
1940 to June 1950 (AH. 622-624). In this connection, during the hearings, the subcommittee received a card 
from a Western Electric installer in Sacramento, Calif., stating that his average net wages were $49 per 
week, and that his weekly expenses for rent, food, insurance, baby, etc., came to $48.29. This expense figure 
did not include entertainment and clothing (H. 601-602). 

5° The companies say it is their policy to try to fit telephone wages into the community wage pattern, but 
not to establish the pattern (H. 433). Mr. McLaughlin, personnel vice president of the New York Co., 
admitted that telephone employment in any particular community is relatively small, and does not have 
much, if any, impact on community wages, but stated that for the telephone company to establish the 
community wage pattern might cause criticism by telephone customers, although he did not think that the 
majority of customers knew what the wage rates were (H. 435). 
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ized or not; we don’t know whether they work for large employers or small em- 
ployers; we don’t know how many of them they have looked at. In fact, we know 
nothing about it, nothing that we could say would accurately reflect what the 
company does when it makes this local wage survey. But that is the only reason 
they give for denial of wage increases all of the time (H. 144). 

Testimony to the same effect was given by Mr. Moynahan with respect 
to the bargaining experiences of the independent unions in the alliance 
(H. 260-262, 268). 

The good faith of this wage negotiation approach of the Bell System 
management has been seriously brought into question by the unions 
which claim that the management negotiators have no authority to 
make final decisions, and that they merely use the community-wage 
theory as a stalling tactic to help delay the bargaining process until 
Tt 2: through its “advice” and “suggestions,” is able to coor- 
dinate manageme nt’s wage ee | (H. 144, 155, 168, 170, 172, 175- 
177, 182- 189, 251-322; see pp. 7-14, 21, and footnote 42, supra.) 

The history of wages in the "Bell System has demonstrated: that, 
while the community wage-level theory may have been adopted by 
the Bell System companies as their basic wage policy, that policy has 
not been effectively applied since, at least prior to World War II 
and in view of the nature of the wage structure in the system, it 
could not be applied without gore disrupting the present balance 
of that structure (H. 168, 170, , 182-189, 387, 526-527, 539, 570, 
655, 658-681; H. 313, Ps DM exhibit B, pp. 7-25; see pp. 
11-13, 16-17, 22-24, supra.) 

Through the means of wage differentials, there has been deve woe 
throughout the system a closely interrelated wage structure (H. 526- 
527, 539, 570, 658-674; H. 313, subcommittee exhibit B, pp. 7 25). 
Key cities have been selected in each company, and intercompany 
wage differentials have been- established and maintained between 
these key cities. Other differentials exist within each company 
between these same key cities and smaller 'r towns and communities 
within the territory served by the company * (H. 188,670-674; H. 313, 
subcommittee exhibit B, p. 13). 


In the administration of wage stabilization during World War II, it was found by the War Labor 





Board and the Telephone Commission that the wage structure of the stem prevented the appli- 
cation of any wage ne icy based solely on prevailing commun wage see p. 28, footnote 54 
supra, and pp. 27-30, infra.) And in no year since the war ha is a comn policy t plied 


in the system (H. 666-667; see p. 13, footnote 28, supra In 1946 a national wage pattern resulted from 
the Craig-Beirne agreement, and a like uniform wage pattern emerged it 1 the ystem after the 1947 strike. 


(See pp. 12, 13, 16, 17, supra.) Again, in a = ige increases ranging rally from zero to $7 were dis- 
tributed throughout the system (H. 142, 541-543, 667). While the 1040 50 bargaining did not result in a 
general wage increase, the uniform shortening ¢ ( ‘the progr ession sch throughout the system in 1950 
resulted in wage increases of as much as $19 per week for employees, wit th out any relation to the prevailing 
wuges of the community (H. 548; see pp. 12-13, supra. 

That the community-wage theory has not been applied in the Bel ] System is fu r indicated by the 
fact that Milweukee, Wis., the key city in the Wisconsin Co., had, if January | 1945, & lower minimum 
and maximum weekly rate range for telephone operators thi in an y et or key city in the Bell System. 


This wage position for Milwaukee is unsupported, according to the union, by the wage levels of other 
workers in the community (H. 539-541, 611, 655). In the Pacific Co., until 1948, there was only one wage 
schedule for plant craftsmen for the entire area from the Canadian border t Mexic , which cov si - 
munity-wage areas (H, 387). And there are numerous situations in which the territorial horders of Be sel] 
System companies cut across 8 single wage community, with the result that tel: : hone workers of each 
bordering company living in the same community receive different wage rates (H. 570, 679). 

83 There is a considerable variatic mn in wage differentials through ut the system. For 
week differential exists between the highest and lowest starting rate for telephone operators int 











and a differential of $17 a week between the highest and eee maximum wage rate for te] . 
tors (H. 604). There are over 100 different wage schedules for the single job of telephone he 
United States; over 40 of such schedules being in the Pennsylvania Tel ‘phone Co. alone, alth h that 
company operates only in one State (H. 601). There are eight different wage schedules for the single job 
of cable splicer in the Northwestern Co.; whereas the Southwestern Co., operating in a territory with a 
much wider variation in economic conditions, has only six (H. 601). The job operations require the same 
work, fundamentally, whether a cable splicer, for example, works in Los Angeles or in New York: in the 
smallest town in Minnesota or in the smallest town in Florida (H. 678 These employees not only do 
the same work but they are interchangeable. In the case of an emergency, a cable splicer could be trans- 


ferre: dfrom one part of the system to: inother and he would use the same standard tools a equipment in 
both places, and would go through the same work functions (H. 678 
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An increase in the wage rates in one of these key cities has generally 
been reflected in a corresponding adjustment in the wage schedules 
of the other Bell System companies (H. 526-527 ,658-681; H. 313, sub- 
committee exhibit B, p. 13). To apply the community wage-level 
theory without relation to these wage differe ntials would throw the 
system’s wage structure out of balance (H. 526-527). 

It was to prevent just such a distortion in the system’s wage struc- 
ture that the Ohio Bell Co. took a position which led to the Dayton, 
Ohio, telephone strike in November 1944. This strike spread through- 
out Ohio and affected Detroit and Washington, D. C., and even 
threatened to become Nation-wide. The strike was precipitated by 
a situation that stemmed from a labor shortage in the Dayton are: 
In an attempt to alleviate the wage problems created by this shortage, 
the union tried, without success, to get the Ohio Bell Telephone Co. 
to agree to submit to the National War Labor Board a request for a 
voluntary wage increase for Dayton telephone operators. Instead, 
the company transferred operators into Dayton from elsewhere withu 
the system and paid those transferees transportation and living allow- 
ances, which amounted, in effect, to an increase in wages. This 

living allowance” was not a part of the basic wage structure, and the 
Dayton operators, who had to pay their living costs out of their wages, 
resented this inequitable treatment and went on strike. Had the 
community-wage level of Dayton been reflected in the company’s 
basic wage rate for operators rather than in a living allowance, the 
traditional wage differentials between operators in Dayton and 
Cleveland, the key city of Ohio Bell, would have been seriously 
disturbed (H. 114-115, 673-674; H.313, subcommittee exhibit B, p. xii). 

This Dayton strike was a forerunner to the establishment by the 
War Labor Board of the National Telephone Panel * on December 29, 
1944, to handle war labor disputes in the telephone industry ** (H. 313, 
subcommittee exhibit B, p. xii; see p. 4, footnote 15, supra.) 

The Panel, on which both the unions and the Bell System, as well 
as the public, were represented, spent its first 6 weeks studying the 
125 pending telephone labor-dispute cases, from which it evolved a 
wage-stabilization policy, which was approved by the War Labor 
Board, for the handling of all telephone cases (H. 117, 658-681; H. 
313, subcommittee exhibit B, pp. 7-25). In developing this wage 
policy, which had as its purpose the correction of gross wage inequities 
under the President’s hold-the-line order, the Panel studied the Bell 
System’s wage structure and found that 


* * * the relationship between the various Associated Bell Companies has 


had an influence on the setting of wage rates and the changes in the wages in the 


past. As pointed out above, there has been sufficient unity of management policy 
in the Bell System so that related wage changes have usually been made whenever 
area econo! nie requirements have necessitated wage adjustments. * * * The 


Panel is convinced that it would be unstabilizing for the Bell System as a whole if 


83 On June 15, 1945, the National Telephone Panel became the National Telephone Commission (H. 659; 





H. 313 subi cag ory xhibit B, p.3). Asa Panel, it had, withsome exceptions, to get the approval of the 
, z - - 7 . e I 
National War Labor BR ard ir ch case As a Commission, it issued its own orders (H. 659 
The re Bi I al boards of the w Labor Board had been unable to solve basic wage problems of the tele- 
phone industry under the Board's general wage-stabilization policy As a consequence, a large backlog of 


telephone cases resulted. This caused the NF TW to complain (H. 313, subcommittee exhibit B, p.xii). 
Under the Board’s general wage-stabilization policy, increases in wages could be approved on the ground of 
gross inequities as measured by the so-called bracket wage rates. The regional boards of the War Labor 
Board, in the words of Mr. McLaughlin, ‘‘bogged down” in their attempts to apply the ‘‘bracket’’ theory 
because, as Mr. McLaughlin said, experience indicated “that the bracket principle of sound and tested 
rates in a given local labor market area had no direct application when such bracket comparisons woul 

merely compare telephone workers with themselves” (H. 459-460, 660, 667; H, 313, subcommittee exhibit 
B, pp. iv, xiii). 
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wage adjustments to correct gross inequities were made without consideration of 
the established differentials between Bell companies (H. 3138, subcommittee 
exhibit B, pp. 19-20). 


The Panel further found that— 


A final peculiarity of the telephone industry which creates a special problem in 
applying Board wage policy on gross inequities arises from the fact that all 


Associated Bell Companies are part of a single closely woven ‘Sy stem, This 
reflects itself in a wage policy extending beyond the loe “ lab r market ar eas in 
which the telephone exchanges are located. The policy has hac i a double focus 


it has been concerned with keeping telephone wages in line wit th local community 
rates and, at the same time, with relating wage levels and wage changes in the 
different Associated Bell Companies. Any realistic application of wage policy to 
the telephone industry must take into account the existence of the Bell System 
itself. (H. 313, subcommittee exhibit B, p. 16.) 

In the actual application by the Telephone Panel and later by the 
rt. ‘ - 7 YT l }° - 
Telephone Commission of the War Labor Board’s wage policy on 
gross inequities in the Bell System, the system’s internal wage struc- 
ture and the existing wage differentials between the various Bell 
companies were always taken into consideration (H. 659-660, 661). 
The policy was to grant only such wage increases as would not seriously 
be out of line with the Commission’s bracket age rates and would not 
seriously disrupt the interrelationships of wage rates in the Bell 
System (H. 660, 661). Mr. Pearce Davis, Chairman of both the 
Panel and the Commission, in explaining the application of the War 
Labor Board’s wage policy in the Bell System to gross-inequities 
cases, had this to say at a confe rene e with Bell System management at 
the Hotel New Yorker on May 22, 1945. (See p. 14 of the verbatim 
record of that conference.) 


When we got past that point (establishing what we called the ‘“‘stabilizing 


range,’ from the bracket rates) we took a pattern of the differentials. That is to 
say, the intracompany, iIntrasystem relationships. And wording is quite careful 
on that point. We say we are not proposing to restore the 1041 differentials; we 
will take account of differentials, and I think the cases we have turned out so far 
indicate to you the modulating influence of the differential portion of the analysis. 

Just as it is true that you cannot cut a piece of paper with one blade of th 
scissors, SO you cannot read the policy report and gucss what you are going to get 
unless you look at and use the other blade of the scissors. One blade is th 
stabilizing range, and the second blade is, of course, the appropriate differentials 
(H. 661). 

The effect of considering the wage differentials betweer » Bell 
companies was to give some Bell System workers more of a wage in- 


crease than a strict application of the Commission’s wage ae ket 
would have warranted and to give less of an increase to others, the 
purpose being not to unstabilize relationships in the Bell System while 
stabilizing wages paid to telephone workers under wartime conditions 
with wages paid other workers in the same community (IH. 661, 662 
Recognizing the existence of these wage differentials between the 
Bell companies and their effect upon the whole wage structure of the 
system, the unions since 1947 have been attempting to bargain on 
wages at a system level of management that would enable the bargain- 
ing negotiators to give effective consideration to system wage inter- 
relationships, since those relationships have their effect upon wage 
negotiations down to the smallest departmental bargaining unit in the 
system (H. 134, 314-321; see pp. 16-17, supra.) Under present 
conditions, long, frustrating delays are encountered in the bargaining 
sessions while A. T. & T., through its “advice” and “suggestions, 
coordinating the system’s bargaining i in such @ manner as to insure 
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that these system wage relationships are maintained. (See pp. 7-14, 
16-17, 21-25, supra.) The result has been that, after long delay and 
the engendering of bad labor-management relations, a wage pattern 
finally emerges in one part of the system and is generally followed 
throughout the system.® (See pp. 11-14, supra.) 


THE BELL SYSTEM PENSION PLAN 


The subject of pensions has generated as much dissension in labor- 
management relations in the Bell System as any issue upon which the 
unions have tried to bargain with Bell System management. The 
unions have been completely frustrated in their efforts to bargain on 
pensions (HH. 81, 82,99, 282). President Beirne of CW A testified that 
the subjec t of pensions was one of the major issues in the Nation-wide 
strike of 1947, and Mr. Moynahan testified that unions within the 
alliance have met with such futility in their attempts to bargain with 
local management that in each of the years since 1943 the unions have 
been appe aling to the stockholders of A. T. & T., through resolutions 
presented at annual stockholders’ meetings, to do something to im- 
prove the pension plan and its administration ” Cs: 68. 286). 

This impasse at which the unions find themselves when trying to 
bargain on pensions exists notwithstanding the fact that the courts 
have held that the pension issue is a proper subject matter for bar- 
gaining (/nland Steel v. N. L. R. B., 170, Fed. (2d) 247 (C. C. A., 7th); 
certiorari denied, 336 U.S. 960). 

At the hearings, the management witnesses acknowledged the 
obligation of the Bell System companies to bargain on this subject 
(H. 104, 283, 353, 420, 483). Nevertheless, there has never been any 
real bargaining on the part of the Bell companies.” As shown above, 
the individual pension plans of the companies have been changed on 
many occasions, and each time the change has been uniformly and 
unilaterally made by the companies (H. 357; see pp. 13-14, supra). 
In November 1949, when all the companies, at the same time increase d 
their minimum pensions from $50 to $100, the companies, by design, 
failed to inform the unions until after the change had been made 
(H. 79-84, 288-289; see p. 23, supra). The manner in which this 
change was made in calculated disregard of the fact that unions were, 
at the time, actually bargaining on the pension issue, caused bitter 
union resentment, and resulted in many unfair labor practice charges 
being filed with the NLRB by various unions in the system (H. 89, 
290) 

In large measure, this frustration and the consequent bad labor 
relations have resulted from the necessity of having to bargain on a 

6 In the 1947 bargaining negotiations, the 49 unions in NF TW included in their demands 10 items that 
affected all employees in the system and upon which it was not practicable to bargain on a local-company 
basis. (See p. 16, footnote 30, supra.) The Federation of Telephone Workers of Pennsylvania, an independ- 
ent union in the Pennsylvania Telephone Co., has also presented 10 similar items that it believes needs to be 
bargained out on a system-wide or national basis (H. 322). 

Administration of the pension plans of the companies has been vested in an employees’ benefit com- 
mittee, whose members are al] management executives; the nonmanagement employees have no representa- 
tion on the committee (H. 95-98). The committee has wide discretionary powers. It has sole power to 
determine whether certain classes of employees are entitled to receive pensions, and can even force retirement 
against the wishes of the employee. It also has the power to make changes in the plan, subject to the consent 
of the board of directors (H. 95-98, 108). The unions resent their exclusion from the administration of a 
program that affects so directly the interests of the employees they represent (H. 97-99). 1t was resentment 
of compulsory retirement that gave rise to the Inland Steel case, supra. 

57 As an indication that the companies bargained on pensions, Management witnesses point to a clause 
in a number of contracts known as “the Pacific clause,’’ which provides, in effect, that no change can be 
made in the company’s pension plan without the union’s consent which would reduce or diminish the bene- 
fits or privileges provided thereunder (H. 774, subcommittee exhibit H, p. 1025). This clause was originally 


ordered by the National Telephone Commission to be placed in Bell company contracts, over bitter com- 
pany opposition (H. 97; 774, subcommittee exhibit H, p. 1025). 
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local company level with respect to a plan which was designed to be 
operated, and is operated, on a system-wide basis (H. 83, 86, 95, 98). 
As previously mentioned, while each Bell System company has a 
pension plan, all the plans are identical and are, in effect, merged into 
one general system plan through the terms of ap agreement w hich each 
company has with A. 'T. & T., whereby employees cxun transfer ee 
company to company without losing their pension rights ® (11. 7 
95, 98, 279, 280; H. 346, Pacific Co. exhibit 1; see pp. 13-14, 23, aes 

So long as this contractual arrangement exists, it is unrealistic to 
believe that there can be any true collective bargaining on pensions 
on a local departmental or company level, because the express terms 
of the pension plans, which require the plans to be in conformity with 
the A. T. & T. master plan, prevent the local company from negotiat- 
ing any agreement with the union which would destroy the unity of 
the pension system * (H. 78, 81 7-819). Until this contractual arrange- 
ment can be terminated, the companies are not free to make individual 
company plan changes; and management witnesses testified that the 
advantages of the uniformity of the plans make it highly unlikely that 
the interchange agreement will ever be terminated by any of the Bell 
System companies (H. 352, 422). 


CONCLUSIONS AND RECOMMENDATIONS 


The record shows considerable evidence that bad labor-management 
relations exist in the Bell Telephone System. ‘These relations appear 
to be getting worse. Strikes and threats of strikes are becoming more 
frequent. ‘The Bell System is an integrated, national network of 
communications vital to the health, wealth, and security of this 
Nation. It is the obligation and responsibility of both management 
and labor “to recognize under law one another’s legitimate rights in 
their relations with each other,’ and above all, to recognize that 
neither party has any right “to engage in acts or practices which 
jeopardize the public health, wealth, safety, and interest.” 

The Bell System, the wealthiest and largest employer in this 
Nation, must recognize that it has an obligation under the law to 
allow its employees to select labor organizations of their own choosing. 
It is not the responsibility nor the right of the Bell System to influence 
its employees in the selection of their collective-bargaining represent- 
atives; neither is it the responsibility nor the right of the Bell System 
to interfere in the internal affairs of its employees’ unions, with a view 
to building up what it may conceive to be “responsible’’ union leader- 
ship. It is not a proper management concern that the unions grow 
to become the kind of labor organizations that Bell System manage- 
ment would like them to be. It is a proper public concern that these 

* Each company pension plan contains the following identical provision: ‘See. 9. Acreement may be 
made by this company with the American Telephone & Telegraph Co, for an interchange with that coul- 


pany and its associated or allied companies, of the benefit obligations to which such companies may be sb- 
ject under plans for employees’ pensions, disability benefits and death benefits similar to that herein 


adopted. he general provision of such agreement will be 
“a. That as long as such agreement will be in force the plan herein adopted shall be maintair ned bv this 
company so as to conform to the plan of the American Telephone & Telegraph C ompany * * . 78 


H. 346, Pacific Co. exhibit 1). 

Pursuant to this provision, which recognizes the coordinating control of A. T. & T. in pension matters, 
interchange agreements have been entered into by A. T. & T. with each of the associated companies, which 
contain provisions for the interchange of service credits of employees; for the payment of benefits; and for 
oyna conformity of the company plan with A. T. & T.’s plan (H. 817-819). 

President Sullivan of the Pacific Co. testified that ur 1iform ity, while desirable, was not indispensable 
and that collective bargaining on pensions at the local company level was practicable, although his company 
took a diametrically opposite position hefore the National Telephone Commission in 1945, at which time, 
the company opposed any bargaining on pensions on the ground that ‘‘the plan was so constituted, because 
of the interchange agreement, that any change in the plan by any company would impair the whole plan.” 
(H. 346; H. 774, subcommittee exhibit H, p. 102.) 
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unions are independent of the system and its influence, that they may 
better represent the separate interests of the system’s employees. A 
great monopoly like the Bell System, which is entrusted with the 
power of operating the Nation’s telephone communications system, 
so necessary to the welfare and security of our people, owes to the 
Congress of the United States the obligation to obey the spirit as well 
as the letter of the law. If the Bell System truly desires good relations 
with the labor organizations representing its employees, as manage- 
ment witnesses profes s it does, and as the interests of the country 
demand, then it must deal honestly and in a forthright manner with 
the chosen representatives of its employees. 

On the other hand, the unions must realize the tremendous power 
they can wield for good or evil. As they grow in strength and power, 
they must assume correspondingly greater responsibilities to the 
employees they represent, and to the Nation they serve. 

The vital importance to this country of this great medium of com- 
munications demands the use of the utmost restraint on the part of 
both management and labor in the exercise of their respective economic 
powers. Not until both management and labor determine to sit down 
at the bargaining table with a sincere and honest purpose to negotiate 
fair and reasonable agreements, can there be any hope in the future 
for industrial peace in the Bell System. It must never be forgotten 
that transcending the rights of the Bell System and transce ‘nding the 
rights of the unions is the paramount right of the public to have this 
great system of telephone communication, upon which our domestic 
economy is so dependent, operated without serious interruption, 
particularly in these times when the future of the Nation calls for the 
utmost unity in the functioning of our whole economy. 

‘To assist in the achievement of good labor-management relations in 
the Bell System, the subcommittee, after thorough study and full 
consideration of the record, has arrived at the following additional 
conclusions, and with respect thereto makes the accompanying 
recommendations to the Senate Committee on Labor and Public 
Mie 

The basic cause for the bad labor-management relations in the 
Beli System revolves around the collective-bargaining process, and 
the inability of the unions to bargain at a level of management which 
possesses the responsibility and authority to make final decisions. 
We have seen that in this closely integrated system matters such as 
wages and pensions cannot be adequately dealt with at a local manage- 
ment level, where only a part of the problem can be considered. ‘The 
subcommittee believes very definitely that A. T. & T. cannot expect 
to contain collective bargaining within small segments throughout the 
system while it makes system-wide decisions for piecemeal application 
to those segments. When A. T. & T. has bargained with CWA on 
system-wide issues, negotiations have been successful. 

The subcommittee is not impressed with the claims of management 
that bargaining can be more effective on the departmental level. 
The Southern Co. covers 9 whole States with 11 different wage areas 
and 600 different communities; yet, bargaining for the whole company 
is done at one table where negotiations are carried on to cover the 
entire 9-State area. And, in the long-lines department of A. T. &. T., 
which operates throughout 41 different States and the District of 
Columbia, bargaining is coordinated for all five of its major depart- 
ments by only one chief negotiator. 
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Some of the unions in the alliance have urged that this subcommittee 
find some way in which the Bell System can be required to bargain 
on the local associated company level. But in view of the closely 
gnc nature of the system itself and the controlling influence “ 
A. 'T. & T., the subcommittee believes that it is utterly unrealisti 
to faa the parent A. T. & T. to relax the control which it has by 
the economic fact of stock ownership and by the political fact of the 
election of company boards of directors and the selection of company 


othicers. The subecommitte e strongly believes that YER iar, oat shou ild 


do the bargaining with the unions on nation: il issues such as wages and 


pensions which extend be yond any department gh ‘associated com- 
pany bargaining unit. With this view, even some « f ia unions withu 


al 
the alliance appear to agree. 

CWA has presented to the subcommittee a proposed amendment to 
the definition of the term “employer” in the Labor-Management 
Relations Act of 1947, which it believes will a mmplish this object 
This proposal, which the subcommittee transmits for the consideration 
of the Senate Committee on Labor and Public Welfare, would amend 


section 2, paragraph (2) of the Labor-Management Relations Act of 


1947 to read as follows: 


2) The term “emplove r’ includes any person acting as agent of ar 
dire etlhy or indireetly; and any pe or née firectLy ” ra cf ( nf s th 
polici , activities or decisions of any en it / } 
stock control, membership, associatio 7 fron or otf 4 

“Ap { p yon tho owns be neficia . etl 
per ce ntim of the voting securities of an € nploye } é ea ? 
labor policies of such emplo er, prot led. } 
rebutle 1 hy evidence. 

The ferm “‘en plowye af shall I { inclu l¢ é v \ i 
Government corporation, or any Federal Reserve Bank, or any state or ea) 
subdivision thereof, or anv cortuoration or association operating a } 
part of the net earnings inures to the benefit of e share Ne 
dividual, or any person subject to The Railway Labor Act, as amended f 
to time, or any labor orzanization (other than wher gy as an emp! 
anyone acting in the capacity of officer or agen 
CW A’s prope sal is contained in the italic porvion ol 
Other limitations to the existing definition of the term ‘‘emplover 
are discussed in the Report on Labor-Management Relations in the 


Southern Textile [Industry 

2 One of the greatest contributing factors to the existence of bad 
labor-management relations in the Bell Svstem was shown at the 
hearings to be the frustration that has resulted from the lone 
drawn-out bargaining negotiations that now take place in the 
Nianagement negotiators will confer and discuss union demands for 


months without getting down to serious bargaining xX or seven 
months of bargaining is not unusual, and in one instance, the union 
went without a contract for 2 vears These strategies and tactics 
have resulted in strikes. This Nation cannot afford strikes in this 


system. 


Prior to the Labor-Management Relations Act of 1947, the National 


1 2 : ! > . . — LAr | 
Labor Relations Board could investigate such breakdowns in the 


bargaining process and determine whether the parties wer bargaining 


in cood faith The ineor —— in section 8 (d) of the Labo 
Management Relations Act of 1947, of such language as the wor 


confer” and the clause “but sue i obligation does not compel either 


party to agree to a proposal or require the making of a concession,’ 
has caused the National Labor Relations Board to avoid consider- 


i 
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ation of what. actually takes place at the reer negoti- 
ations. me Anchor Rome Mills, Inc., and Tertile Workers Union of 
America, C. I. 0., 86 N. L. R. B. 1120, ‘and the subcommittee’s re port 
on pera Rome Mills, Inc., p. 13.) The result is that employers, 
such as the Bell System management, are taking advantage of the 
provisions of section 8 (d) to come to bargaining negotiations without 
any intention of actually participating in the bargaining process, but 
rather merely to satisfy the formalities of the act by being present, 
The subcommittee has encountered these employer tactics ‘and prac- 
tices in other industries, as well as in the telephone industry. In the 
subcommittee’s recent investigation of the textile industry, the refusal 
of an employer to do more than attend bargaining sessions and enter 
into discussions caused the breaking of a union, which resulted in 
gunplay and bloodshed. We have seen that strikes have occurred 
in the telephone industry as a result of the advantage which the 
employers are taking of the act by hiding behind the protection 
afforded by the language of section 8 (d). The subcommittee strongly 
recommends that the language of section 8 (d) be reconsidered with a 
view to eliminating the present loophole through which the collective- 
bargaining requirements are being circumvented. 

Another cause for the bad labor-management relations in the 
Bell System has been the “captive audiences’ that employees in 
certain of the Bell System companies have been required by the 
companies to attend on working time. During CWA’s recent mem- 
bership referendum on the union’s change in its internal structure, 
members of the union, as well as other employees, were required to 
listen to the defamation of the union’s leadership; and sectional preju- 
dices were played upon to influence the employee union members to 
vote against the union’s internal structural change. ‘The record here 
bears out the viciousness of the “captive audience”’ device which is 
permitted under section 8 (c) of the act, a device which is used in many 
other segments of American industry to frustrate collective bargaining. 
The subcommittee, therefore, on the basis of this record, renews the 
recommendation which it has made in its report on the American 
Thread Co., Tallapoosa, Ga., that section 8 (c) be repealed. 

The need for better wage statistics was stated at the hearings 
by both management and unions. We have seen how much contro- 
versy has been engendered in bargaining negotiations because of the 
lack of uncontroverted wage data. The same lack of basic data has 
been noted in all other investigations undertaken by the subcommittee. 
The subcommittee recommends that a study be made of the adequacy 
of the statistics published by the United States Bureau of Labor 
Statistics, to determine whether such statistics are adequate for 
collective bargaining purposes, and if not, to determine what action 
Congress should take for their improvement. 

James E. Murray. 
Lister Hin. 
Matrruew M. Neety. 
PAUL H. DouGLas. 
Husperr H. Humpurey. 
Herpert H. Leaman, 
Joun O. Pasrore. 
Wayne Morse. 





MINORITY VIEWS OF MR. TAFT, MR. SMITH OF 
NEW JERSEY, AND MR. NIXON 


The undersigned members of the committee having read the hearings 
conducted on the “state of the collective bargaining of the telephone 
company” dissent from the conclusions reached by the majority, 
and on the recommendations proposed for amendments in the Labor 
Management Relations Act. The substantial recommendations of 
the majority seem to be as follows: 

That section 8 (c), the section which insures the right of free 
speech to employers and unions, be repealed 

That the definition of collective bargaining in section 8 (d) be 
amended to conform in substance with the provisions of the Wagner 
Aet. 

That collective bargaining in the telephone industry should be 
on a Nation-wide basis. 

This latter recommendation does not seem to require any amend- 
ment to the act, but it forms the principal subject of the report. 


1. FREEDOM OF SPEECH 


The majority has recommended the repeal of section 8 (c) of the act. 
That is the section which reaffirms for employers and unions alike 
their right of freedom of speech. We know of no section of the act 
which has commanded more general approval from the press and the 
public. The American pe ople believe that every American citizen 
is entirely competent to make up his own mind after listening to 
arguments from all sides and that in making up his own mind every 
channel of information ought to be open to him. 

The law is clear enough that there must be no threat of force or 
reprisal or promise of benefit in any expression or dissemination of 


views, argument, or opinon. Adequate remedies are available 
against any employer overstepping these reasonable limitations. The 
free exchange of ideas is a keystone of democracy. Unions are not, 


must not be, restricted in their right to reach employees through union 
publications, conferences, union meetings, or otherwise. Likewise, 
management must be free to express its views and to discuss any im- 
portant issues with employees. Whether this is done on company 
time or otherwise seems immaterial so lone as coercion is absent. 
Nothing presented at the hearings showed that the free ‘speech prin- 
ciples embodied in section 8 (c) had been misused by the telephone 
companies. Furthermore, there is no evidence in this ree ord to show 
that emplovees were “forced to attend” such meetings or discriminated 
against if they voluntarily absented themselves. 
. 


Z. DUTY TO BARGAIN 


The majority report concludes that the incorporation in section 
8 (d) of the Labor Management Relations Act of such language as 
“confer” and ‘but such obligation does not compel either party to 
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agree to a proposal or require the making of a concession” has per- 
mitted employers to satisfy the requirements of collective bargaining 
by merely going through the motions of attending bargaining sessions 
and entering into discussions with the union. This is not true. 

The majority further states that whereas under thé Wagner Act the 
NLRB could investigate the causes of breakdowns in the bargaining 
process and determine whether the parties were bargaining in good 
faith, the language referred to in section 8 (d) of the present law “has 
caused the National Labor Relations Board to avoid considerations of 
what actually takes place at the collective-bargaining negotiations.” 
Nothing could be farther from the truth. 

The Board itself in its thirteenth annual report, transmitted to the 
Congress January 3, 1949, took occasion to pond out that “the basie 
elements of a finding of unlawful refusal to bargain appear to have 
remained unchanged by this definition” referring to section 8 (d). 
Again at page 61 of the same report, the Board rightfully observes 
“an employer may meet and negotiate with the union, and yet fail to 
satisfy his obligation to bargain because he does not enter into nego- 
tiations with a sincere desire to reach and sign an agreement. The 
question of good or bad faith 1 is primarily one of fact and turns on the 
circumstances surrounding bargaining negotiations in each case.’’ 
Kurthermore, in each case of alleged refusal to bargain in good faith 
arising under the present law, the Board hi as care aully examined wh: ut 
actually took place in the negotiations and has repeatedly brushed 
aside surface indicia to determine whether in fact the parties intended 
to bargain in good faith.’ 

The subcommittee majority has pointed to nothing in the present 
record indicating any nee ‘d for amendment of section 8 (d). As noted 
lene. the alleged “loopholes” referre | to by the majority do not exist; 
the present law as interpreted by the NLRB affords adequate remedy 
against any claimed bad faith at the bargaining table on the part of 


either the employer or the union. sy record does not indicate that 
th telephone companies have taken advantage of section 8 (d) to 
avoid their duties at the bargaining ts iia: 


The position of union officials has always been that when the union 
makes a demand, the employer must make a counteroffer better than 
the existing wage. Of course this cannot be true. An employer may 
in perfectly good faith feel that under economic conditions then exist- 
ing, he cannot increase In any way the payments he is making. The 
whole question is whether or not he is acting in good faith. 

We see no reason hada ae to change the definition contained tn 
section 8 (d) 


3. NATION-WIDE BARGAINING 


The majority of the committee conclude that 


The Bell System cannot expect to contain collective bargaining within small 
segments throughout the system while it makes system-wide decisions for piece 





meal application to those segments. When A. 'T. & T. has bargained with CWA 

rt Board reaffirmed this interpretation of the amended tin its fourteenth annual report trar tted 
to the Cong: January 2, 195 . 

For exan ple, n Matter of Tower Hosiery Mills, In 3] NLRB No. 129, enforced 189 F. 2a 70 CA 
1950)), the Board stated 

“The respondent, it is true, went through many of the motions of Nlectiv ha j 

numerous occasions with the union, conferred at great length regarding contract pronosals, mad 
sions on minor issues, and d issed and adjusted sever rievance Ch irfa 1 
however, were nullified by the espondent’s manifest determination to deprive the union of a 
determining such major issues as Wages, rates, and working conditions such conduct on the part o 
respondent demonstrates that its participation in discussions with the union was nm iMended to lead t 


the consummation of an agreement with the union, but merely to preserve the appearance of barg 
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on system-wide issues, negotiations have bee n 
committee strongly believes that A. T. & T. should do the bargaining with the 


unions On national issues such as wages and pensions 


Under the present law, the National Labor Relations Board has 


successful. * * * The sub- 


* * * 


considerable latitude in de ‘termining appropriate bargaining units and 
over a period of 15 years has developed well-established principles 
governing the matter. We believe that : 
dominates the bargaining of all affiliated companies, it could declare 
the entire Nation-wide system a single bargaining unit. Apparently 
the purpose of the majority report is to bring pressure on the National 
Board to take this action. The CWA has not 


Labor Relations 


if it finds that A. T. & T. 


attempted to present the issue to the NLRB. At the hearing the 
union’s chief witness admitted he was afraid he could not make a 
case for a system-wide bargaining unit. 
hearing, therefore, the CWA appears to be trving to have the sub- 
committee usurp the function of the Board or to influence the Board 


in deciding a case not vet presented to it. 
Furthermore, 


plover” 


In pressing the issue in this 


while offering no criticism of existing NLRB rulings 
regarding the appropriate scope of bargaining units, CWA’s president, 
when asked at the hearing, stated that the union had no legislative 
amendments to propose to the present law. CWA later presented to 
the subcommittee its proposed amendment to the definition of ‘‘em- 


in section 2 (2) of the act. This amendment was presented 


after the close of the hearings and there has consequently been no 
opportunity for public discussion. 
The change proposed in the definition of “employer” in the act 


would affect large numbers of employers and unions throughout the 


country. On any fundame mts ul change of this character, the need for 


¢ 


} 


full and adequate hearings is self-apparent and cannot be overempha- 


sized. 


The proposed definition might well do untold harm to the 
established and successful bargaining relationships in o 


ther industries 


upon whose problems the sponsors of the amendme it of necessity 


must be completely uninformed. 


American industry is highly inter- 


related through stock ownership and many other organizations own 
substantial interests in American business enterprises 

Specific instances need not be cited of the owne rship of more than 
percent of the stock of a given company by churches, colleges, 
charitable and educational foundations, and investment companies. 
The union’s proposal would define such an owner as an employer, 


and because of 25 percent or greater 


stock ownership, it would im- 


pose an unwarranted burden upon such organizations by making it 
practically impossible to rebut the proposed statutory presumption 
that such organization exercises control over the labor policies of the 
company in which it has such a stock interest. 

We believe it would be unfortunate to force Nation-wide collective 
bargaining in the Bell System at the present time, and without full 
study of the problems raised by Nation-wide bargaining. 

In the first place, there is no evidence whatever that Nation-wide 
bargaining is any more conducive to labor peace than local or sectional 


bargaining. 


In fact, we are inclined to believe the opposite when we 


see the history of Nation-wide bargaining in the coal and railroad 


industries. 


tends to make 


lo 


‘al conditions. 


‘ 
< 


Furthermore, it has certain distinct disadvantages. It 


i national pattern of all wages without regard for 


And more important, 


it raises questions of con- 
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centrations of power which in other industries have presented a 
threat to the safety and welfare of the entire people. 

The problems raised by Nation-wide bargaining have not been 
solved and the section of the Taft-Hartley law which attempts to 
deal with major strikes growing out of such bargaining are the least 
satisfactory sections of the act. Before any change is made in the 
general methods of collective bargaining in the telephone industry, 
we suggest that an attempt be made to work out a more satisfactory 
solution for the whole problem, including the railroad, coal, steel, and 
maritime industries. Many proposals have been made, but none 
which have commanded general support. It has been suggested that 
Nation-wide bargaining continue, but be subject to compulsory arbi- 
tration if a bargain cannot be reached. It has been suggested that 
bargaining be broken down into defined regions. An amendment to 
the Taft-Hartley law rejected by one vote in the Senate in 1947, 
proposed that local unions and companies be definitely freed from 
the domination of any national union, and be permitted to make 
their own agreements. ‘These and other remedies should be consid- 
ered by the committee before any action is taken to create another 
concentration of power in which a small group of union leaders may 
be able to close down Nation-wide telephone service which has become 
such an essential part of the American productive system today. 

We recognize that the power of the American Telephone & Tele- 
graph Co. to control the labor policy of its affiliated companies does 
present a problem and some justification for requiring the company 
to bargain on a system-wide unit. But this condition is not unique 
as applied to employers. Of equal concern is the fact that inter- 
national unions such as the steel workers and the auto workers and 
the truck drivers not only have the power to, but frequently do, 
dictate the terms and conditions of every collective bargaining con- 
tract entered into by their affiliated locals with many completely 
independent small businesses. This fact was established by abundant 
evidence presented to the Senate Committee on Labor and Public 
Welfare and other Senate committees in the Eightieth and Eighty- 
first Congresses. The steel workers union in particular forbade any 
local to settle for less than a national wage pattern decreed for the 
steel industry, even though the members of the local were employed 
in another industry having no relation to the steel industry. 

There are other reasons why Nation-wide bargaining should not 
be forced on the Bell System at this time. 

The demand for the hearings apparently came from the new ClO 
union, and its obvious purpose is to secure Nation-wide control of 
telephone labor. This labor organization sought to use the hearings 
not only as a sounding board to present its version of all sorts of run- 
of-mine difficulties encountered in its dealings with the employers of 
its members, but also as a device in furtherance of its program to oust 
all other unions in the industry and thus achieve sole power. The 
practical effect of the majority recommendations would be the estab- 
lishment of the CLO union as the national collective bargaining agency 
of every employee in the Bell System. If American Tele ‘phone & 
Telegraph rather than the affiliated companies is required to bargain 
with the CLO it must do so on the basis of an appropriate unit. The 
bargaining units now represented by the CIO union, ranging from all 
employees in some affiliates, a craft or department in another affil- 
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late, to no representation whatsoever in other affiliates, could hardly 
be thrown together as one appropriate unit. It appears inevitable 
that the Board would order an election on a Nation-wide basis and 
thus eliminate the American Federation of Labor and the various 
independent unions from the picture. The some 250,000 employees 
not represented by CWA, many of whom are covered by contracts 
negotiated by AFL and independent unions would be fone ed into the 
ClO no matter how strongly they desire representation by other unions. 
This CIO union is attempting to accomplish what its older sister unions 
have brought about in steel, automobiles, and in rubber and what the 
UMW has accomplished in coal, namely, of concentration of power 
adequate to shut down at will a business of vital public importance. 

In the hearings before this subcommittee, the CWA announced 
that it was seeking a single Nation-wide bargaining unit composed of 
all the employees in the Bell Svstem. Mr. Beirne a of the 
Cy A made clear that union’s ambition for a single integrated svstem- 
wide bargaining unit as follows (FH. 196 


Senator Humpnrey. If the National Labor Relations Board did make a decision 
that the A. T. & T. was a unit unto itself, because A. T. & T. has as one of its 
subsidiaries Western Electric, then the whole system, all emplovees within the 
entire system, office employees and long-lines employees and Western Electric, 


and all of them, would be all included, is that correct? 

Mr. Betrne. That is correct. 

Senator Humpurey. Are you advocating that now? 

Mr. Berrne. Yes, lam. I have been urging that. 

Senator HumpnHRey. For an integrated unit representing the entire system 

Mr. Berrne. That is corre 

Senator Humpurey. I just wanted to get the record positive on that. 

Mr. Berrne. Yes. 

The majority report refers to the proposed amendment to the 
definition of “emplover” as one which C\WA presented to the sub- 
committee and which CWA “believes will accomplish its objective.” 

The amendment was not put forward at the hearings and its merits 
and demerits have not been the subject of testimony even as to its 
application to the Bell System. Obviously its terms apply to many 
telephone companies outside that system and to many other com- 
panies in other businesses. Such Nation-wide bargaining would not 
be in the public interest and would give one union control over the 
entire labor force of this communications system. It would tend to 
wipe out the many AFL and independent unions; it would be con- 
trary to the expressed desires of many telephone employees and would 
put the industry and country at the mercy of a few leaders of one 
union. 

At the present time, there are more than 500,000 employees eligible 
for union membership in the Bell System. Collective bargaining is 
carried on through 112 bargaining units, none of which includes em- 
ployees of more than one company. Of these units, 55 are repre- 
sented by CWA, 10 by AFL unions, 45 by independent unions and 2 
by CIO unions other than CWA. The membership represented at 
the convention of CWA in June 1950 including 2 gia einer rst in 
non-Bell companies, was reported to be only 210,000. Aecording! 
less than one-half of the over 500,000 eligible e mploye es in the system 
are members of CWA. The testimony shows that there is, in a act, no 
one union that ean speak for all telephone employees (H. 4 

The existing’ 112 bargaining units have been established Z the 


choice of the employees as they have organized themselves for collee- 
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tive bargaining. In a number of instances, the units have been 
certified as appropriate by the National Labor Relations Board. 
Most of the units, and the general lines of cleavage among them, have 
been in existence for many years. 

In some of the companies, CWA represents all eligible employees 
and in others representation is divided between CWA, AFL, and 
independent unions. In three large companies (New York Telephone 
Co., Bell Tele ‘phone C o. of Pennsylvania, and New England Telephone 
& Telegrs aph Co.) CWA has no representation (sub. ex. R, H. 805). 

If CWA were to obtain the right to represent nationally in a single 
unit all employees in the Bell System the effect inevitably would be t 
freeze out all of the other unions which now represent at least 40 std 
cent of the employees. Kmplove es now represented by non-CWA 
unions have repeatedly refused CWA affiliation in spite of extensive 
and costly organizing campaigns conducted among them. Further- 
more, while these hearings were in progress, the National Labor Rela- 
tions Board conducted an election among the traffic emplovees of the 
New England Telephone & Telegraph Co. (90 NLRB No. 102 (1950)). 
The CWA lost the election to an independent union by an overwhelm- 
ing margin (H. 483). If a national unit were to be established, the 
interests of such competing unions would be sacrificed and the wishes 
of thousands of emplovees overridden. It issignificant that Edward J. 
Moynahan, on behalf of the Alliance of Independent Telephone 
Unions, representing about 100,000 telephone workers in unaffiliated 
unions, testified (H. 257): 

It is the position, too, of the Alliance that so-called Bell System-wide 
bargaining would be completely improper since the largest portion of the 
Bell System is not represented by any one union. In fact, any reecom- 
mendation by this committee for system-wide bargaining would fly in 
the face of the rights that have been assured to the large number of 
collective bargaining agents throughout the Bell System which have 
been freely chosen by groups of emplovees outside of any national 
union set-up. [Italies added.] 

A 1949 NLRB proceeding in Ohio demonstrated in miniature what 
the majority recommendation would accomplish on a Nation-wide 
basis. The CWA desired a unit comprising all of the emplovees of the 
Ohio Bell Telephone Co. The Board ordered an election on that 
basis which was won by the CWA. Wiped out entirely in the process 
was the Southwestern Ohio Telephone Workers, which for many vears 
had represented the employer's plant department in the southwestern 
part of the State and which had an unexpired contract in effect at the 
time of the election. This union, having no membership in other 
parts of the State, could not compete _— the CWA in a State-wide 
election. (See Ohio Bell Telephone Co., NLRB No. 161 (1949).) 

The results of the present system of aie ntation do not warrant 
the freezing out of freely chosen unions by the institution of a system 
of Nation-wide bargaining. Collective bargaining throughout the 
period 1940-50 has resulted in substantial wage improvement for 
telephone workers. The CWA in 1950 issued a pamphlet entitled 
“Then and Now” which points to the gains made by telephone workers 
not only as to wages, but as to pensions, vacations, sick leave pay- 
ments, ete., as a “record to be proud of.’ The union claims credit 
for the “good wages and working conditions employees enjoy today”’ 


(A, T. & T. ex. B-2, H. 550-552) 
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This pamphlet is also evidence that wage and working conditions 
of telephone workers throughout the United States have not been 
placed in a strait-jacket of uniformity. Increased living costs 
prevailing in large metropolitan cities are shown to be offset by wage 
differentials. Other regional and sectional differences are likewise 
revealed. The need for such variations to meet local conditions 
would be overlooked or become subordinated if bargaining were 
conducted on a national basis under the threat of Nation-wide inter- 
ruption of an essential service. 

The majority’s report cites as evidence of the merits of centralized 
bargaining a settlement of a threatened strike which was effected 
through the efforts of the Conciliation Service of the Labor Depart- 
ment in 1946. Much evidence, partly conflicting, was offered about 
the meeting brought about by the Conciliation Se rvice between a vice 
president of A. T. & T. and the president of the NFTW, the prede- 
cessor of the CWA. The CWA represented this iaadead as national 
negotiations covering a large segment of the telephone industry, 
which required only 10 hours to produce an agreement that averted 
a Nation-wide strike. The majority term this ‘‘effective system-wide 
bargaining.”” It is clear from the testimony, however, that local 
negotiations over a considerable period of time between the telephone 
companies and the individual unions representing their employees had 
defined the area of dispute that existed on wage matters. As a result 
of these lenghty and widely scattered negotiations, it was then possible 
for Mr. C. F. Craig, vice president of A. T. & 'T., to ascertain from Mr. 
Beirne the amount of wage increases which the national officers of the 
union would permit their local negotiators to accept. Armed with 
this information, Craig, after ascertaining the views of the companies 
involved, advised Beirne that the companies were willing to negotiate 
in the area of 18 cents an hour, the so-called current national pattern. 
Thereupon, local negotiations were resumed by the companies with 
their separate unions, and when it became apparent to the NFTW 
that such local negotiations were proceeding satisfactorily, Beirne 

called off the threatened strike. The events of 1946, instead of dem- 
onstrating the need for national bargaining on the management side, 
in fact indicate the facility with which agreements can be secured 
when union negotiators are freed from centralized union control. 
Local autonomy on both sides of the table and bargaining in the hands 
of persons familiar with the prevailing conditions seem to us the most 
effective method of achieving stable industrial relations. 

A Nation-wide bargaining unit, on the other hand, would give one 
labor organization ae over all emplovees in this vital communi- 

cations industry, a power not unlike that possessed by the United 
Mine Workers in tis coal industry and the railroad brotherhoods in 
rail transportation. The United Mine Workers, by strike action 
almost each vear since the war, has cut off or limited the national 
supply of coal. Railroad strikes, in recent years, prevented only by 
Federal seizure, have threatened economic paralysis. The demand for 
industry-wide bargaining in the telephone industry means entrusting 
to the hands of a few union leaders the power to strangle the voice 
communication lines of economic life in the United States. 

If industry-wide bargaining is extended to the telephone industry, 
the American people must face the prospect of frequent and paralyzing 
interruptions of service called by union leaders, who in 1949-50 advo- 
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cated both strike action. against the desires of their membership, and 
“jamming” or other forms of sabotage to “completely choke telephone 
communications in this country” (H. 564). Complete cessation of 
telephone communications cannot be tolerated. No union today has 
achieved such a position of power as to enable it to bring about a 
complete interruption of telephone service or to encourage it to risk 
the consequences of such an attempt. It would be shortsighted and 


foolish for the Government to assist the ambition of the CWA to seize 
such power. 
Labor relations in the Bell System 

The majority's findings that labor relations in the Bell System are 
bad has very little support from the evidence. On the contrary, the 
testimony shows that compared to many industries labor relations 
are relatively good, and that such difficulties as have occurred have 
been as much the fault of CWA’s officials’ drive for a concentration of 
power in their hands as of the company. 

The issue of bad labor relations Was originally raised before the 
subcommittee as an alleged result of the refusal of the Bell System 
management to bargain on a national basis with the CWA. The 
accusation was in effect that the employees were restive and dissatis- 
fied because they were frustrated in their efforts to achieve effective 
collective bargaining. The evidence presented did not support the 
charge that the union has been unable to bargain effectively or that 
the employees consider themselves badly treated. 

However, the CWA devoted most of its efforts, not to these points, 
but to attacks on the management as having adopted an antiunion 
attitude. The testimony in our opinion did not prove this accusation 
and contributed nothing to the main issues raised at this hearing, 
since the instances cited neither establish any centralized control of 
labor policies nor indidate any need for system-wide bargaining. 
There was a direct conflict of evidence in the testimony presented. 

The majority, in concluding that labor relations are bad, is able 
to point to only a few instances, over a 10-vear period, in which the 
union and the companies had come into serious conflict. The number 
is surprisingly small when the magnitude of the industry and the 
opportunities for strife are considered. The record is far better than 
that of many important American industries. Only one strike of any 
consequence has occurred in the last. 13 years, and the efforts of the 
union to build up support for a strike in 1950 were unsuccessful. 

Among the few points relied upon by the majority as evidence of 
bad labor relations was the question of representation raised by the 
Bell System companies on two occasions. The disbanding of NE TW 
and the formation of CWA in 1947 was conceded by Mr. Beirne to 
involve a change from one union to another (H. 52). This change 
required the companies to secure from the newly formed CWA eyvi- 
dence that the employees desired it to represent them as their bar- 
gaining agent. Likewise, the affiliation of CWA with the CIO and 
its amalgamation with the TWOC-CIO in 1949 raised fundamental 
questions which the employers properly submitted for decision to the 
NURB when CWA refused to give proof of majority representation, 
The positions taken by the companies with respect to affiliation 
changes do not indicate a record of bad labor relations, but rather a 
record of respect and recognition for the right of employees to select 
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or change their own bargaining agents from time to time as they 
think proper. It is clear that the companies extended recognition 
and bargained with a new or changed union upon proof that a majority 
of their employees desired so to be re presented. 

An additional constitution reorganization designed to vest further 
power in the national officers and abolish the divisions as bargaining 
agents is now in prospect for CWA. This will be the third funda- 
mental change in the character of union representation within the 
brief span of 3 vears. Such maneuvers have interfered with stable 
labor relations and appear to have been a principal cause of such 
conflict with the employers as has occurred. 

The attitude of the CWA as revealed in this accusation that labor 
relations are bad amounts in effect to a threat that the union will 
continue to cause trouble until its demand for system-wide power is 
granted by the employers. This of course may make for bad relations 
between the employers in the industry, and one particular labor 
organization. But this is no justification for a system-wide bargain- 
ing unit. 

However, if labor relations are considered more objectively in 
terms of the relations between the companies and their employees, 
as the majority has not done, it appears that labor relations have 
been good. If conditions of employment were unsatisfactory, as the 
majority charges, the companies would not be able to attract and 
keep high-grade men and women in their employ. In fact, employ- 
ment opportunities in the telephone companies are in demand, and 
large lists of applicants are smilinkds to the companies (H. 370). 
Many of these applicants have been referred by friends who worked 
for the companies or are sons and daughters of tele ‘phone employees. 
The rate of turn-over among employees of the companies is very low 
in comparison with other industries (H. 372, 418). In one company, 
it was shown that 94% percent of the company’s World War II vet- 
erans who returned to civilian employment elected to resume tele- 
phone employment (H. 372-373). In another company, having more 
than 50,000 ee A only six NLRB charges have been filed 
against it over a 13-year period. Of these charges, only three were 
filed by the union that represented the employees and all of them 
were later withdrawn (H. 418). Each of the remaining charges was 
likewise withdrawn or dismissed without formal proceedings before 
the Board and the NLRB has never issued a complaint against this 
company. 

To summarize, if labor relations, in any sense of the term, were 
bad, the record would have shown more grievances, more arbitration 
cases, more strikes and work stoppages, a greater number of NLRB 
orders, fewer applicants for employment, a higher turn-over rate, and 
lower morale. By all these tests the labor relations must be satis- 
factory to the employees themselves. 

Labor relations in any industry doubtless can be and skould be 
improved. In any large business, differences will from time to time 
arise. However, considering the size of the Bell System and the 
complexity of its labor relations, surprisingly little “dirty linen” was 
washed at this hearing. A number of incidents representative of 
run-of-the-mine local difficulties were dragged in and aired. The 
record does not establish that such differences as do exist are attribut- 
able to the lack of system-wide bargaining. 
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The majority cite the 1949-50 bargaining negotiations as present- 
ing an ‘unhappy outlook for labor-management relations in the Bell 
System if present conditions are allowed to persist.”” A study of the 
CLO tactics through this period has convinced us that the prospect 
would be more unhappy if this union became the sole bargaining agenc y 
for all the emplovees of the system. 

The uncontradicted testimony from CWA records shows that 
throughout the 1949-50 wage negotiations, “all bargaining was under 
orders from the Washington headquarters” of the CWA and that its 
negotiators at the bargaining tables with telephone companies through- 
out the United States were instructed to “double talk’? management 
without naming any specific amount of wage demand. The CWA’s 
program required its negotiators to make an “indefinite demand for 
wage increase’ so as not to - confronted with a situation permitting 
acceptance or rejection of a wage offer by a telephone company. 
Divi ision officers were also ct: ted, according to CWA records, that 
if “they didn’t follow instructions implicitly they would have their 
political heads chopped off in June’? when the CWA’s convention 
met. Other records establish that national leaders attempted to 
coerce division officers and members into “illegal strike action” and 
to engage in “illegal acts of sabotage and property destruction”’ 

(H. 560) 

While these efforts of the CWA to bring about a breakdown of vital 
collective bargaining processes were being carried on, the CWA con- 
tinued its threats of a Nation-wide strike allegedly because of the 
stalling tactics of the company. That these threats were only stage 
dressing is clearly revealed by a CWA report showing that not one 
of its experienc ed leaders felt that a “successful strike would be 
possible in 1949-50” and indeed “‘many professed fears that the taking 
of a strike vote among the membership would result in the decimation 
of the division” (H. 561) 

One of the purposes of the threats was to secure truces brought 
about by Government agencies in the hope of ultimate intervention 
by the Government. There was no reluctance on the part of the 
CWA to agree to these proposed truces because it admitted that 
“the strategic value to the union of these truces cannot be over- 
emphasized” (H. 561). The rank and file of CWA members mani- 
fested no desire to strike and even in some of the divisions where 
strike votes were carried there was a “shaky situation with regard 
to the effectuation of a full-blown strike’? (H. 561). 

All this was a part of the CWA’s plan to “drum up considerable 
furor concerning the possibility of strike action in the telephone 
industry”? so as to secure ‘‘Federal fact finding to resolve the wage 
dispute” rather than to resolve it in good faith bargaining at the 
conference table (H. 561-562). CWA leaders even attempted to 
cause work stoppages in various parts of the country but were met 
with either “considerable reluctance” or with “outright refusal’’ 
(H. 562) 

Apparently upon the failure to arouse their members to strike 
action, CWA leaders turned to a program for jamming telephone facili- 
ties. Mr. Beirne, president of the CWA, called upon Philip Murray, 
president of the CLO, for the assistance of ali CLO members in what 
was politely called the “over use’ of telephone facilities. This 
public announcement was supported, according to union records, with 
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a “confidential memorandum * * * which outlined plans to 
bring about an almost total and complete cessation of telephone 
communications in the United States.’”? This memorandum, described 
by union records as ‘‘explosive,’’ made it clear that the CWA leaders 
felt they had the “knowledge and the fac ilities to completely choke 
tele ‘phone communications in this country” (H. 564). 

Can it be in the public interest to grant such a tremendous con- 
centration of power to leaders of a union who scuttle collective bar- 
gaining in attempts to get Federal fact finding and who unabashedly 
made plans to bring about an almost “total and complete cessation 
of the telephone communications in the Uuited States’’? 

In our opinion, this aspect of labor relations in the telephone 
industry presents a serious potential danger to the national welfare, 
and even to the national security in the present state of foreign 
relations. 


Alleged A. T. & T. control of labor policies 


As previously noted, the National Labor Relations Board will have 
to decide the question as to whether A. T. & T. controls the labor 
policies of the operating companies if an appropriate case is brought 
before it. That Board and not the Senate Committee on Labor 
and Public Welfare is the proper forum to determine that question. 
The majority has reached the conclusion that the labor policies of 
the Bell System companies are dictated and controlled by the A. T. & 
T. The evidence upon the question was directly conflicting. The 
majority has cited much of the evidence supporting its conclusions. 
Without attempting to resolve the issue we believe we should briefly 
point out some of the evidence to the contrary. 

The mere fact that A. T. & T. may have the theoretical legal right 
to control the associated companies does not determine or indicate 
that A. T. & T. actually controls the labor policies of the associated 
companies. Great stress is laid by the majority on a large number of 
self-evident but inconclusive facts, such as, the size of the Bell System, 
its tremendous investment in plant, its integrated character, its large 
financial resources. All of these points prove nothing more than what 
everyone knows, namely, that the Bell System is a large business 
enterprise highly integrated in its service-rendering acu. 

While it is true that majority stock ownership by A. T. & T. gives 
it the legal power to control other companies in the Bell System, there 
was a Wealth of testimony that A. T. & T. has not exercised that power 
to control the labor policies of the associated companies but that its 
historical policy of decentralization has, in fact, been carried out. 

The so-called license contracts executed between each of these 
companies and A. T. & T., in addition to extending licenses under 
patents, entitles them to receive from the staff of A. T. & T. the benefit 
of research and development in the field of communications and 
advice and assistance on all phases of the telephone business. All 
witnesses for the affiliated companies testified that this information 
or advice is purely advisory and does not restrict the authority or 
diminish the responsibility of the officers or directors of the companies. 
Mark R. Sullivan, president of the Pacific Telephone & Telegraph Co., 
testified that the advice and information on labor relations received by 
his company had never caused him to make or change a final decision, 
and that the advice had never taken the form of an order (H. 343). 
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Other officials of other operating telephone companies, men who are 
best qualified to testify about their relations with the parent company, 
gave testimony to the same effect. W.C. Bolenius, vice president 
of A. T. & T., stated that his staff dealing with labor and personnel 
matters “neither has, nor assumes, any power of direction of telephone 
operating matters’ (H. 530), and that the use of information or 
advice supplied by his staff to the telephone companies ‘depends on 
their own dec’ sions as to the advantages and disadvantages to their 
companies” (H. 532) 

Witnesses for the operating companies testified specifically that 
their authority in determining labor policies of their companies and in 
negotiating contracts with the various unions representing their 
employees was not limited, restricted, or directed in any fashion by 
A. T. & T. They testified that they reached their own decisions on 
the basis of their own judgment and their appraisal of local conditions 
peculiar to the territories in which they operate, and that in no instance 
had the) ever been directed by anyone in A. T. & T. in such matters 
(H. 341-344, 397-398, 453). 

The majority also state that centralized control of labor policies is 
evidenced by the uniformity said to exist as to the contract provisions 
and labor practices in effect in the various companies. It is not 
uncommon for employers in a particular industry to follow similar 
labor policies and pri actices, frequently at the demand of unions. For 
example, unions in other industries have in recent years attempted to 
obtain concessions from one emplover, usually the largest in the in- 
dustry, and then to force all others to follow the pattern so established 
Similarly, unions in other industries have recently laid great stress 
upon the need for uniform pension arrangements within an industry 
wr locality so as to enable their members to change employment with- 
out losing service credits for pension purposes. Significantly, Bell 
System companies have maintained such an interchange of pension 
benefit arrangements within the Bell System for many years, a factor 
now cited by CWA as proving centralized control of labor policies.’ 

As in most other industries, there have been so-called “rounds”’ of 
postwar wage increases in the Bell System. In 1946 an increase of 
18's cents per hour was proposed by President Truman personally to 
settle the steel strike, and this White House formula became widely 
applied in American industry. The Bell companies in that year 
settled with unions of their employees for increases approximating 
the recognized pattern. Contrary to the view of the majority, the 
wage adjustments subsequent to 1946 in the Bell companies have 
not shown such uniformity. For example, in 1948 wide variations 
in wage adjustments both as between companies and within com- 
panies are readily appercns from A. T. & 'T. exhibit B-1 introduced 
by Mr. Bolenius. Such similarities as exist in wage adjustments, 
working conditions, and contract provisions among the Bell com- 

It is recognized that the problem of bargaining in a number of companies upon uniform pension plans 
presents difficult! A similar difficulty is inherent, as the NLRB recognized in the Inland Steel case 


77 NLRB 1 (1948)), in all bargaining with different unions over a uniform pension plan, even within a 
single company. We do not agree with the majority that this problem in the Bell System demands cen- 


tralized bargaining for its solution or that the agreements for the interchange of pension rights among the 
companies must render bargaining by the individual companies a futility. The testimony of the telephone 
company witnesses is that the advantage of interchanging pension rights could be retained even if sor 

Variations developed in t) ie plans of different companies in consequence of bargaining with the unions 
Changes could be made in the present interchange agreements to adjust them to any differ pemoon * n eer 
provisions that seem likely to arise and the testimony indicated that the companies are able to bargai: 


freely and separately on pensions. 
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panics may be attributable to the uniform demands of the unions, 
partic vularly the CWA, and to the give and take of collective bargain- 
ing, and not to any centralized control exerted upon the companies. 


GENERAL CONCLUSIONS 


Very briefly stated, our conclusions based on these hearings are: 
. There is no reason to repeal the free speech provisions of the 
Taft- Hartley law. 
There is no reason to re peal the section of the Taft-Hartley law 
de fining collective bargaining in good faith. 

3. Nation-wide bargaining should not be imposed on the telephone 
industry until and unless the whole subject of such bargaining and 
concentration of power and control in the labor field is studied and 
more effectively regulated than at present. 

4. No legislative problems were directly presented to the committee 
and no legislative recommendations are warranted or appropriate, 
until such complete study has been made. 

Roperr A. Tarr. 
H. ALEXANDER SMITH. 


RicHarp M. Nixon 





ADDITIONAL INDIVIDUAL VIEWS OF MR. SMITH 
OF NEW JERSEY 


Since I am not a member of the Subcommittee on Labor-Manage- 
ment Relations, I did not participate in the hearings upon which this 
report is based, or in the preparation of either the majority or minority 
views. I want to emphasize, furthermore, that the full committee has 
not thoroughly considered and discussed the fundamental labor- 
management problems dealt with in these hearings. On the basis of 
a careful reading of the majority and minority views, however, I con- 
cur with the latter and wish to submit these supplemental observations. 

While this report undoubtedly contains information that will be 
helpful for the Labor Committee, I seriously question the desirability 
of publishing for general circulation subcommittee reports on investi- 
gations of specific collective-bargaining relationships. This is especi- 
ally true in cases, such as the one described in this report, where the 
issues are highly controversial and involve a relationship where there 
is considerable tension. The majority report contains findings of fact 
and recommends legislative remedies that seem to be generally in 
agreement with the position taken in the hearings by the largest 
union in the industry and strongly opposed by all of the companies 
and some of the smaller unions. In my judgment, the publication of 
such a report may well interfere with the course of free collective 
bargaining in the industry. 

Furthermore, many of the problems discussed in this report are 
fundamental to labor-management relations generally, and cannot be 
intelligently studied and kept in proper perspective when viewed only 
in the light of a specific case. For example, the question of Nation- 
wide bargaining is one that applies to many industries and one that 
we have not yet found an adequate answer for. This vital fact is 
lost sight of when a report is published covering a single labor- 
management relationship, with only incidental reference to similar 
problems in other relationships. 

The danger of publication becomes particularly evident when the 
report is approved by and printed as a report of the full committee 
rather than merely as a report of the subcommittee, which, in fact, is 
what it actually is. The full committee has not yet thoroughly dis- 
cussed and considered the issues raised in this investigation and has 
given only cursory consideration to the legislative remedies recom- 
mended by the majority. In spite of this, the report has already been 
publicized by the press in such a way that it appears to the country 
that the committee has made conclusive determinations on the merits 
of the dispute and on the corrective action that should be taken. 

Finally, I wish to emphasize that if the proper functioning of the 
Senate Labor and Public Welfare Committee is to be preserved, 
subcommittee investigations should, to the greatest extent possible, 
serve as objective studies of facts for the use of the full committee in 
determining whether those facts indicate the need for legislative 
remedies. If this principle is not scrupulously followed, such investi- 
gations will inevitably become mere sounding boards for opposing 
parties to a dispute, each determined to use the investigation and the 
subsequent report to influence the course of collective bargaining in 
its favor. 

H. ALEXANDER SMITH. 
48 





82p CoNGRESS SENATE ; Report 
Ist Session No. 140 


AUTHORIZING THE COMMITTEE ON LABOR AND PUBLIC 
WELFARE TO EMPLOY TEMPORARY PERSONNEL AND 
MAKE CERTAIN EXPENDITURES 


FEBRUARY 28 (legislative day, JANuARy 29), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S&S. Res. 71] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 71) authorizing the Committee on Labor and 
Public Welfare to employ temporary personnel and make certain 
expenditures, having considered the same, report favorably thereon, 
with amendments, and recommend that it be agreed to by the Senate. 

The funds authorized by this resolution (S. Res. 71) are to be 
expended by two separate subcommittees of the Committee on Labor 
and Public Welfare; namely, the Subcommittee on Labor-Manage- 
ment Relations and the Subcommittee on Health. 

A memorandum and a proposed budget submitted by the chairman 
of the Subcommittee on Labor-Management Relations outlining the 
studies and investigations to be conducted by such subcommittee is 
as follows: 


Proposed budget of the Senate Subcommittee on Labor and Labor-Management Rela- 
tions, Senate Committee on Labor and Public Welfare 


Personnel (itemized below) $62, 500 
Travel (Senators, staff, consultants, witnesses) _ _ _ , 000 
Contingent expenses (transcripts, telephone, supplies, etc.) - 5, 000 


Total allocation ____-_ ; $77, 500 


I. COMPLETION OF PREVIOUSLY RECOMMENDED INVESTIGATIONS 


Pursuant to Senate Resolution 140, Eighty-first Congress, the Senate Com- 
mittee on Labor and Public Welfare established the Subcommittee on Labor- 
Management Relations, and directed it to make a thorough investigation of labor- 
management relations in American industry. Among the investigations under- 
taken by the committee were those listed in exhibit 1, attached. 
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To finance these investigations, the Senate allocated out of its contingent fund 
a total of $133,000 to cover the period from October 1, 1949, through December 31 
1950. Of that amount, approximately $10,000 was set aside for travel, approxi- 
mately $5,000 for contingent expenses, and the balance was used to pay the salaries 
of staff personnel. : 

As a result of the afore-mentioned investigations, the subcommittee recom- 


mended and the standing committee has approved the following supplemental 
Investigations: 


I 


(<2 


The operations of crimp shops and labor espionage in the maritime industry. 
= rhe existence of company unionism in the maritime industry. (Nore.- 
The committee attaches great importance to the aforesaid investigations because 
they affect the maritime industry, which is of primary strategical importance, and 
vulnerable to attack by subversives.) : 

_ (3) Wartime labor disputes procedures. (Nore.—The importance of this sub- 
ject to the national defense program cannot be overestimated.) 

(4) The use of injunctions in labor disputes. (Norre.—Investigations thus far 
completed have dealt principally with the statistical aspects of the use of injunc- 
tions in labor disputes. The committee feels that it is of the utmost importance 
that a thorough investigation be made of the actual effects of injunctions on 
labor-management relations.) 

_ (5) The Labor-Management Relations Act and its administration. (Nore. 
lhe subcommittee has discovered that intolerably long delays between initiation 
and completion of Board procedures impair the effectiveness of the act.) 


2. NEW INVESTIGATIONS 


In addition to the foregoing, the subcommittee plans to investigate the following 
subjects, all of which are vitally important to the national defense program: 

(1) The impact of wage stabilization on labor-management relations. 

(2) The effect of labor-management relations on manpower and our national 
productive capacity. 

(3) Migratory labor. 

(Nore.—To an increasing extent, our agricultural productive capacity is be- 
coming dependent upon migratory labor. It is therefore of the utmost impor- 
tance that Congress formulate its labor-management policy with respect to 
migratory labor.) 


3. LEGISLATIVE DUTIES 


Unlike the old subcommittee, which was exclusively investigative, the new 
subcommittee will perform regular legislative functions, and will have jurisdiction 
over legislation relating to labor and labor-management relations. 


4. STAFF REQUIRED 


To complete the foregoing investigations (not simultaneously but in order of 
priority to be determined by the subcommittee and the standing committee), the 
subcommittee will require the following staff: 


Title Gross salary 
PION oe ee i ca ee eee ak ans ae Tt ol eg ee a. at ee 
DERE ORNATE | oo nc seconde hnaeew ee nnee wines Genoese 
ee i ek i isles @ kin ar een ee _. 10,015. 02 
SOON PEE Di Ctl nde th dq sean) wee ew dec enctasunscneens~ 5, 197. 21 
Stenographer-_-__-...---- MES 4, 154. 38 
Legal assistant - — --- eo ual le Tha eels 5, 000. 00 
2 Ae ONIN BEG BO. oc coke e cu cc we ademcseesedeetusen 20, 651. 49 


PO as ceed eee i ee ebro Sees sew 62, 500. 00 
5. TRAVEL AND CONTINGENT EXPENSES 


Both the items for travel and contingent expenses are approximately the same 
for the new subcommittee as the amounts allocated to and expended by the old 
subcommittee. Most of the investigations in this field require public hearings. 
Whether the hearings are held in Washington or elsewhere, funds for travel are 
required. If hearings are held in Washington, it is frequently necessary to pay 
the travel expenses of witnesses subpenaed by the subcommittee. If hearings 
are held outside of Washington, it is necessary to pay the travel expenses of 
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members of the subcommittee and staff. The subcommittee also has to pay per 
diem to its investigators and other personnel who make field investigations. The 
sum required for contingent expenses would cover the cost of stenographie tran- 
scripts, office supplies, telephone and telegraph, purchase of publications essential 
to the work of the subcommittee, subscriptions to important labor periodicals, ete. 


Iexuisit | 


PARTIAL LIST OF INVESTIGATIONS COMPLETED BY SENATE SUBCOMMITT ON ABOR- 
MANAGEMENT RELATIONS, EIGHTY-FIRST CONGR 


Labor-management relations in the Bell Telephone Svysten 
Labor-management r‘ 
Labor-manavement ré 
I 
I 


lations in the east coast oil tanker industry 





‘ lations In the southern textile lustr 
abor-management relations in the Bonneville Power Administrat 
Panama Canal Z 

| 
| 


abor-management relations in the 

6. Havre-Shelby transmission line (Bureau of 
7. Labor-management relations in the railroad industr 
&. Maritime hiring halls, 

9. Use of injunctions in labor disputes: 


a) Taft-Hartley injunctions 


» , 
1AeCia 


b) Injunctions issued by State court 
10. Confliets of poliev between National Labor Relations | rd and the Genera 
Counsel, and administration of the Labor-Manag: t Relation Act of 
1947. 


11. Pension and welfare systems. 


A memorandum and a proposed budget submitted by the chairman 
of the Subcommittee on Health outlining the studies and investiga- 
tions Lo be condueted by such subcommittee is as follows: 


MEMORANDUM 
To: Rules Committee. 
From: Senator Herbert H. Lehman, chairman, Health Su mittee, Labor and 
Public Welfare Committee 
Subject: Budget of Health Subcommittee 
The Labor and Public Welfare Committee has voted to request of t Senate 
an amount of $48,370 for the operations of the stand { t 


This kmount is proposed to be disbursed as follows 


J 


For personnel 2 S40. 370 
For contingent expenses &. 000 


This amount is to be disbursed as follows: 


Staff director ge ¢ a4 
Assistant staff director minority, Sneed S (KK () &4 
Research assistant 2 ® { 
3 stenographers 2, 52 } ; 2, 462 
Fund for expert consultants 4) 
Travel, transcripts, miscellaneous : 4) 

Total : ‘ F "2 

The assistant staff director has been placed on the payroll of the special study group whos 


existence will be terminated Mar. 31. 


The work of the Health Subcommittee, in addition to considering numerous 
health bills which have been introduced and whiet 
is expected to include studies and investigations of legislative means of imple- 
menting recommendations in the President’s message on the State of the Union 
for improving and protecting the health of the Nation, especially in conneetion 
with defense work and in connection with those otherwise eligible for induetior 
into the armed services. It is also expected to incluce legislative proposals for 
aid to the chronically ill, for improved medical facilities in rural areas, and for 


} 


maximum mobilization of civilian health professionals to serve civilian needs, in 


are expected to be introduced, 





4 PUBLIC WELFARE COMMITTEE TO EMPLOY TEMPORARY PERSONNEL 


the light of the anticipated shift of large numbers of health professionals into the 
armed services. 

It is not now certain that these essential legislative studies and undertakings 
ean be prosecuted within the framework of the requested budget but it is hoped 
that this can be done. The budget set forth is to meet minimum necds, in the 
light of the physical facilities available to the Health Subcommittee which are 
removed from those of the full Labor Committee and from those of the other 
subcommittees. 


Your committee has amended the resolution (S. Res. 71) by insert- 
ing ‘‘(l)” after “(1)” on line 3 and by striking out, on line 7, after 
the word “period”, the words “ending on January 1” and inserting 
in lieu thereof the words ‘‘from February 1, 1951, through January 31”. 


O 
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Investigate Organized Crime in Interstate Commerce, iano 
the following 


Mr. O’Conor (for Mr. Keravuver), from the Special Committee To 


SECOND INTERIM REPORT 
[Pursuant to S. Res. 202] 


INTRODUCTION 
J 


The Special Committee of the United States Senate To Investigate 
Organized Crime in Interstate Commerce had its genesis in Senate 
Resolution 202 of the Eightv-first Congress, second session, filed 
January 5, 1950, adopted on May 3, 1950. 

Its primary purpose was precisely what is implied by its title. 
Before and beyond the date of the adoption of this resolution by the 
Senate, a considerable segment of the thinking population of the 
country had come to the inescapable conclusion that organized crime 
had developed into a serious national problem. 

In the daily press and in countless periodicals appeared numberless 
indications that organized criminals had achieved such power as to 
be able to infiltrate into our very Government and to corrupt law 
enforcement in many local communities. Into the ears of millions 
of the population via radio went warnings that well organized mobs 
engaged in crime were operating from one border of the Nation to 
the other without regard for State lines and thus were avoiding 
responsibility for their criminal actions in local jurisdictions. 

In many places it was open and notorious that these things were 
transpiring. Efforts to curb them had proved of such little effective- 
ness that in many places they had been abandoned and, through 
public apathy, they became accepted as part of the normal way of life. 

In February 1950, under the auspices of the Attorney General of 
the United States, the American Municipal Association and the 
American Conference of Mayors, a conference of the mayors of most of 
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the large cities of the United States was held in Washington. Some of 
them like Mayor de Lesseps Morrison of New Orleans, La., and 
Fletcher Bowron of Los Angeles, Calif., took the lead in stating the 
situation for the record and admitting frankly that organized crime 
had become such a serious problem that disparate localities were 
unable any longer to suppress it. 

On the other hand, there was a body of opinion which expressed 
doubt that there was any serious organized crime problem in the Na- 
tion. Among those who held this view respected by many, were 
men charged with the responsibility for suppression of crime. It 
found expression by some who were present at the United States 
Attorney’s Conference in Washington, at about the same time as the 
mayors’ conference. 

The conflict of opinion thus was shared not only with the public but 
manifested itself as well in the Halls of the Congress and for some time 
it was debated at length whether or not the Congress was warranted 
in adopting legislation to deal with a condition that might not in 
reality exist. 

This debate and the attendant public reaction released a flood of 
opinion and from the accompanying tide of information that poured 
into the congressional offices more facts began to come to light. These 
facts have been amplified by this committee over 10 months of the 
most intensive investigation of its kind ever attempted. 


ORGANIZED CRIME DOES EXIST 


It cannot now be denied, as will appear more fully later in the 
report, that the doubt w hich originally existed in the minds of many 
intelligent and careful persons as to whether crime is organized in the 
United States was in great measure deliberately planted there. It 
was created by criminals who have vast resources and incalculable 
power. They have amassed and hoarded tremendous wealth out of 
the proceeds of their criminal activities and with it they have sought 
to purchase respectability so that the true nature of their operations 
would not become known. They have insidiously cultivated the 
association of persons whose integrity and character are unquestionable. 
They have sought membership in social clubs and other organizations 
where they might acquire the status of respectability in their respective 
communities. They have been lavish in their gifts to charity and they 
have publicly promoted philanthropies, all in an effort to hide their 
crimes behind the shielding cloak of respectability. 

And to carry out this fiction, in many cases they have invested in 
legitimate businesses so that they could always point to these false 
fronts and claim that they were no longer engaged in crime in the 
event that a question might ever be raised as to their former criminal 
associations. 

Nor was this situation confined to any one particular community 
or State. It was an open secret in the State of Florida, one of the 
Nation’s best-known playgrounds, where at certain seasons of the year 
affluent Americans from all parts of the country would gather for 
their vacations, presumably well provided with money and seeking 
excitement, that criminals from Chicago had moved in during the 
early part of 1949 and were attempting to take control of the largest 
and most lucrative bookmaking operation in the entire State. 
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It was no secret in the State of Florida at the same time that a 
criminal gang basing its operations in New York and northern New 
Jersey had taken control of the largest gambling casinos in Florida 
and New Jersey and were mulcting millions of dollars out of these 
gambling games from anyone who would play. 


CONNIVANCE OF LOCAL AUTHORITIES NECESSARY 


It was no secret that these operations could not continue without 
the protection of police and with the connivance of local authorities. 
Yet when this committee, as one of its first official acts, wrote a letter 

of inquiry to municipal beads and law-enforcement officers in the 
States of Florida and Missouri, among others, asking for information 
on the subject, the reply was virtually unanimous that there was no 
serious crime problem whatsoever, not even in the Miami-Miami 
Beach area where gambling was so open and notorious as to be a 
stench in the public nostrils. 

It was no secret in the State of Missouri, and particularly in Kansas 
City, that the State government and its administration had narrowly 
escaped falling under the control of gangsters with criminal affiliations 
in the election of 1948. These gangsters had for their objective 
making the State of Missouri, and particularly Kansas City ‘‘ wide 
open,” and they were willing to spend money on an election campaign 
for the governorship in order that they might not have to pay for 
protection thereafter. The racket contamination in Missouri, fester- 
ing for a long time, finally erupted in the double murder of Charles 
Binaggio and Charles Gargotta followed by a full-dress investigation 
by an aggressive Federal grand jury conducted by Max H. Gold- 
schein, an able prosecutor, who is special assistant to the Attorney 
General of the United States. 

It was no secret in New York and in the counties of New Jersey 
directly across the Hudson ftom America’s biggest city that the most 
notorious hoodlums in Manhattan were operating a chain of gambling 
houses that showed, conservatively, profits of from five to ten million 
dollars a year. There was no secret about this. For New Yorkers 
with money in their pockets, transportation in private limousines to 
the casinos of north Jersey was available. The customers were told 
they need not eat their dinners before departure for lavish food was 
available without cost on the casino premises to those who played. 
The district attorney of New York County succeeded in 1949 in con- 
victing the one minor figure in this tremendous gambling ring over 
whom he had jurisdiction. This gangster’s contribution to the crime 
set-up consisted of cashing checks for the ring in a New York bank. 

The facts brought to light by this individual’s trial goaded the New 
Jersey authorities into action and as a result of their efforts a minor 
participant was imprisoned, this time on a plea of guilty. But 
no attempt was made to obtain the books or records of the gambling 
houses so that those who were principally in control and who shared 
principally in the profits might also be prosecuted. Although the 
name of one of the other participants in this operation appeared as 
endorsee on every one of the checks used to convict the check-casher 
in New York, no prosecution by the local prosecutor was brought 
against him. The “fall guy’ ’ pleaded guilty and that was that. 

It was no secret in Chicago that the head of a Nation-wide wire 
service which furnished news of horse racing over leased wires from one 
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the large cities of the United States was held in Washington. Some of 
them like Mayor de Lesseps Morrison of New Orleans, La., and 
Fletcher Bowron of Los Angeles, Calif., took the lead in stating the 
situation for the record and admitting frankly that organized crime 
had become such a serious problem that disparate localities were 
unable any longer to suppress it. 

On the other hand, there was a body of opinion which expressed 
doubt that there was any serious organized crime problem in the Na- 
tion. Among those who held this view respected by many, were 
men charged with the responsibility for suppression of crime. It 
found expression by some who were present at the United States 
Attorney’s Conference in Washington, at about the same time as the 
mayors’ conference. 

The conflict of opinion thus was shared not only with the public but 
manifested itself as well in the Halls of the Congress and for some time 
it was debated at length whether or not the Congress was warranted 
in adopting legislation to deal with a condition that might not in 
reality exist. 

This debate and the attendant public reaction released a flood of 
opinion and from the accompanying tide of information that poured 
into the congressional offices more facts began to come to light. These 
facts have been amplified by this committee over 10 months of the 
most intensive investigation of its kind ever attempted. 


ORGANIZED CRIME DOES EXIST 


It cannot now be denied, as will appear more fully later in the 
report, that the doubt which originally existed in the minds of many 
intelligent and careful persons as to whether crime is organized in the 
United States was in great measure deliberately planted,there. It 
was created by criminals who have vast resources and incalculable 
power. They have amassed and hoarded tremendous wealth out of 
the proceeds of their criminal activities and with it they have sought 
to purchase respectability so that the true nature of their operations 
would not become known. They have insidiously cultivated the 
association of persons whose integrity and character are unquestionable. 
They have sought membership in social clubs and other organizations 
where they might acquire the status of respectability in their respective 
communities. They have been lavish in their gifts to charity and they 
have publicly promoted philanthropies, all in an effort to hide their 
crimes behind the shielding cloak of respectability. 

And to carry out this fic ‘tion, in many cases they have invested in 
legitimate businesses so that they could always point to these false 
fronts and claim that they were no longer engaged in crime in the 
event that a question might ever be raised as to their former criminal 
associations. 

Nor was this situation confined to any one particular community 

r State. It was an open secret in the State of Florida, one of the 
Nation’ s best-known playgrounds, where at certain seasons of the year 
affluent Americans from all parts of the country would gather for 
their vacations, presumably well provided with money and seeking 
excitement, that criminals from Chicago had moved in during the 
early part of 1949 and were attempting to take control of the largest 
and most lucrative bookmaking operation in the entire State. 
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It was no secret in the State of Florida at the same time that a 
criminal gang basing its operations in New York and northern New 
Jersey had taken control of the largest gambling casinos in Florida 
and New Jersey and were mulcting millions of dollars out of these 
gambling games from anyone who would play. 


CONNIVANCE OF LOCAL AUTHORITIES NECESSARY 


It was no secret that these operations could not continue without 
the protection of police and with the connivance of local authorities. 
Yet when this committee, as one of its first official acts, wrote a letter 
of inquiry to municipal beads and law-enforcement officers in the 
States of Florida and Missouri, among others, asking for information 
on the subject, the reply was virtually unanimous that there was no 
serious crime problem whatsoever, not even in the Miami-Miami 
Beach area where gambling was so open and notorious as to be a 
stench in the public nostrils. 

It was no secret in the State of Missouri, and particularly in Kansas 
City, that the State government and its administration had narrowly 
escaped falling under the control of gangsters with criminal affiliations 
in the election of 1948. These gangsters had for their objective 
making the State of Missouri, and particularly Kansas City “wide 
open, "and they were willing to spend money on an election campaign 
for the governorship in order that they might not have to pay for 
protection thereafter. The racket contamination in Missouri, fester- 
ing for a long time, finally erupted in the double murder of Charles 
Binaggio and. Charles Gargotta followed by a full-dress investigation 
by an aggressive Federal “grand jury conducted by Max H. Gold- 
schein, an able prosecutor, “who is special assistant to the Attorney 
General of the United States. 

It was no secret in New York and in the counties of New Jersey 
directly across the Hudson ftom America’s biggest city that the most 
notorious hoodlums in Manhattan were operating a chain of gambling 
houses that showed, conservatively, profits of from five to ten million 
dollars a year. There was no secret about this. For New Yorkers 
with money in their pockets, transportation in private limousines to 
the casinos of north Jersey was available. The customers were told 
they need not eat their dinners before departure for lavish food was 
available without cost on the casino premises to those who played. 
The district attorney of New York County succeeded in 1949 in con- 
victing the one minor figure in this tremendous gambling ring over 
whom he had jurisdiction. This gangster’s contribution to the crime 
set-up consisted of cashing checks for the ring in a New York bank. 

The facts brought to light by this individual's trial goaded the New 
Jersey authorities into action and as a result of their efforts a minor 
participant was imprisoned, this time on a plea of guilty. But 
no attempt was made to obtain the books or records of the gambling 
houses so that those who were principally in control and who shared 
principally in the profits might also be prosecuted. Although the 
name of one of the other participants in this operation appeared as 
endorsee on every one of the checks used to convict the check-casher 
in New York, no prosecution by the local prosecutor was brought 
against him. The “fall guy” pleaded guilty and that was that. 

It was no secret in Chicago that the head of a Nation-wide wire 
service which furnished news of horse racing over leased wires from one 
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corner of the country to the other was ambushed and shot after a 
lengthy dispute with a gang of criminals who were trying to take 
over control of this lucrative service. 

It was no secret that this man had been threatened with death if 
he did not cut the organized mob in. He died because he fought the 
gang; after his death the mob took over and again, that was that. 

It was no secret to the newspapers of the United States during the 
year 1949 that from time to time meetings of notorious characters ‘with 

»0lice records would be held in various “places, preferably resorts like 

Miami Beach, Hot Springs, Ark., Phoenix, Ariz., and others. Articles 
to this effect were e printed. The comings and goings of crime operators 
like Frank Costello, Joe Adonis, Meyer Lansky, “Willie Moretti and 
many others were considered as newsw orthy as the activities of heads 
of foreign states and received comparatively as much space in news 
columns. 

What brought about this public state of mind that approached 
almost respect for these underworld characters? Why were they per- 
mitted to proceed with the organization and integration of their 
criminal activities throughout the country? 


POWER AND INFLUENCE OF THE GANGS 


Prior to the investigation by this committee, which is only now 
approaching its conclusion, the only reason that could be surmised was 
that these criminal gangs possess such power and had access to such 
sources of protection that they constituted a government within a 
government in this country and that that second government was the 
government by the underworld. 

This committee at the outset of its investigation found it difficult to 
accept such a hypothesis. But the mass of detailed testimony that 
covers thousands of printed pages taken from hundreds of witnesses, a 

ood number of them at the very top of America’s criminal hierarchy, 
as forced this committee to the ineluctable conclusion that there is 
such an underworld government. 

This phantom government nevertheless enforces its own law, carries 
out its own executions, and not only ignores but abhors the democratic 
processes of justice which are held to be the safeguards of the American 
citizen. 

This secret government of crimesters is a serious menace which 
could, if not curbed, become the basis for a subversive movement which 
could wreck the very foundations of this country. There is no doubt 
that the confidence of millions of citizens in the protection which their 
Government should give them has already been undermined by these 
gangs and to that extent has left many otherwise law-abiding citizens 
ripe for an approach to do the bidding of anyone willing to pay a price. 


GAMBLING NOW BIG BUSINESS 


A preliminary consideration of this menacing situation brought new 
views on gangs and gangsters. It was apparent that since the entire 
approach of the criminal mobs had been revised many of the classic 
aspects of crime would probably have been abandoned. ‘The striving 
for respectability, if only as a false facade, would undoubtedly bring 
with it many new side ventures and devious paths. The lush traffic 
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in alcohol beverages during the violent years of 1920 to 1933 had laid 
the base of organization for a number of criminal gangs. The termina- 
tion of the ban on liquor deprived these gangs of their most lucrative 
source of money and they were obliged to turn to some other avenue 
of activity. Simultaneously with the advent of repeal came the 
turning point of the depression. Money began to become more plenti- 
ful and as the years went on became more and more so. What could 
be more desirable for these criminal gangs than a business whose sole 
commodities consisted of money and information? The answer was 
the promotion of gambling in the forms that are now so prevalent. 

Strangely enough, for the last three decades there appears to be a 
continuity of identity not only in the operating gangs but in the in- 
dividuals who comprise them. Reports were current, that for reasons 
best known to the insiders, some had been eliminated—liquidated 
by the secret enforcers of this underworld government, but many of 
the same names that achieved such notoriety during the frenetic days 
of prohibition were still foremost in the news when the activities of 
these mobs were reported. 

One conclusion was inescapable: That somewhere along the line 
there was a force operating which permitted these lawbreakers not 
only to shift from one illegal operation to another but to continue in 
those operations without effective harassment or cessation. 

Because there can be only one paramount government at any time 
in any one place, it was necessary to determine to what extent law 
and order were in jeopardy of being completely destroyed by these 
organized outlaws. It became manifest that it was also necessary to 
arouse the public to the threat that was implied by permitting these 
dangerous and unscrupulous individuals, possessed of neither morals 
nor conscience, to prey upon the weakness and indifference of the 
average citizen. F inally, if any action were to be taken to curb or 
suppress these activities, it was also apparent because of the complex 
interstate ramifications that the impetus would have to come from 
the Federal Government and toward that end information to the 
fullest extent of the over-all picture was imperatively necessary. 


ORGANIZATION OF CRIME INVESTIGATING COMMITTEE 


Out of a distillation of all these considerations came Senate Resolu- 
tion 202 of the Eighty-first Congress, second session. The enabling 
resolution directed the committee to determine whether organized 
crime operates in and through interstate commerce; to identify the 
persons or firms so operating; to determine whether organized crime 
utilizes interstate facilities to develop corrupting influences, and to 
decide what changes and amendments in Federal laws are necessary 
so that the various States might more adequately meet the threat of 
organized crime within their borders. 

oO arrive at a thorough, accurate, and over-all picture of the 
problem of organized crime in interstate commerce, the committee, 
consisting of Senator Estes Kefauver aschairman; two other Democratic 
members, Senators Herbert R.O’Conor and Lester C. Hunt; and two 
Republican members, Senators Charles W. Tobey and Alexander 
Wiley, has visited and held heari ings in many parts of the country. 
As of the date of this report they have held executive sessions and 
public hearings in Miami, Kansas City, Washington, Chicago, Phila- 
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delphia, New York, St. Louis, Las Vegas, San Francisco, Los Angeles, 
Tampa, New Orleans, Cleveland, and Detroit. Approximately 500 
witnesses have been heard. The minutes of these hearings constitute 
the basis of this report. 

Under the pressure of a national emergency, with the Congress in 
session during most of the life of the committee, and with a strict 
limitation of time within which to survey the interstate crime situation 
throughout the Nation, the committee has had to place a great 
measure of reliance on its staff. 

While due acknowledgment of the splendid manner in which the 
committee’s staff performed this herculean task will be made at length 
in the final report, the committee believes it would be remiss if it did 
not, at the outset, express to its able and indefatigable chief counsel, 
Rudolph Halley, its gratitude and appreciation of his work. 

At the sacrifice of his own lucrative law practice, he has, for the 
better part of a year devoted himself continuously to this inquiry, 
assiduously and without regard to his own comfort and convenience. 
To Mr. Halley and his loyal, hard-working staff, the committee here 
records its sincere thanks. 

Augmenting the investigative efforts of its own staff, the committee 
has had the valuable assistance of numerous national, State and local 
organizations, notably the crime commissions of several States and 
cities. 

Of particular help have been the activities of the commission on 
organized crime of the American Bar Association, headed by former 
Secretary of War Robert P. Patterson. Indeed, to Hon. Morris 
Ploscowe, of New York City, the executive director of that commis- 
sion, the committee is especially indebted for assistance in the prepara- 
tion of this report. 

During the course of this inquiry a good many material witnesses 
deliberately dodged service of subpenas issued by the committee. 
Some of these elusive witnesses fled beyond the borders of the country 
in a willful attempt to sabotage the committee and its purposes. 

Within the past 2 weeks, the Senate has directed that warrants of 
arrest issue for these missing witnesses. This step has been followed 
by the voluntary surrender of a number of these individuals. Their 
testimony will be taken before the committee ends its activity. 

As long as this committee retains the authority to do so, it will con- 
tinue to search for those who have flaunted its process ; after the expira- 
tion of its authority, the members of the committee hope that the 
Senate will follow its established procedure for bringing these recreant 
witnesses to book for their contumacy. 

It should likewise be noted again that the purpose of the committee 
has been solely to obtain information to be used as a basis for legisla- 
tion should the need for new law be established. 

It has no prosecutive power; prosecution is a province reserved ex- 
ciusively for the judicial branch of government. 

Toward the end of acquiring information, the committee has 
issued many subpenas; some of the witnesses summoned have not, 
however, been called upon to testify. 

As the committee has taken great pains to make clear at every 
hearing it has held, no inference of guilt of any offense, or criminal 
association, should be drawn from the fact that an individual was 
summoned, whether he testified or not. 
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HOW CRIMINAL GANGS OPERATE 


In every large city that it has visited the committee has found 
similar patterns of organized crime. 

These patterns may be summarized as follows 

(1) Groups of individuals work together to operate for profit one 
or many forms of criminal activity. 

(2) These individuals and groups do not hesitate to use murder, 
bombing, or any other form of violence to eliminate competition, 
silence informers, persuade potential victims, or to enforce gang 
edicts. They frequently import associates from other areas of the 
country to perform these tasks in order to make detection more 
difficult. 

(3) They use bribery or some other form of corruption to secure 
the noninterference by law-enforcement agencies with gang activities. 

(4) They maintain profitable arrangements and re lationships with 
like-minded criminal groups and individuals in other cities and in 
other areas of the country. 

(5) They employ the gains and ‘profits from these illegal activities 
to infiltrate into legitimate enterprises, to which they bring the 
operational me ‘thods of their criminal business, i. e., monopoly, 
enforced by intimidation and strong-armed v iolence. 

Evidence of widespread organized criminal activity has been found 
by the committee particularly in connection with various forms of 
gambling such as bookmaking, slot machines, the numbers or policy 
game, punchboards, gambling casinos, and in connection with the 
sale and distribution of narcotics. The committee has also heard 
testimony in many communities concerning organized criminal 
activity in connection with the violation of the liquor and prostitution 
laws, business and labor rackets, and extortion and blackhand 
shake-downs. 

Conditions similar to those spread upon the record by the committee 
have from time to time been uncovered by legislative investigations, 
grand jury inquiries, or exposés by daily newspapers and crime 
surveys on a local, isolated, sporadic basis. Many of the individuals 
who appeared before the committee have been the targets of these 
investigations, inquiries, exposés, and surveys. However, previous 
revelations of organized crime have normally been limited to occur- 
rences in a single community or State. What is startling about the 
present evidence is that it demonstrates quite clearly that organized 
crime today is not limited to any single community or to any single 
State, but occurs all over the country. Conditions in Tampa or 
Miami may be duplicated in Philadelphia, or in Bergen County, N. J. 
Conditions in Kansas City have their counterpart in Los Angeles and 
New York. The leading figures active in one section are either active 
themselves or have been shown to have working arrangements with 
the leading figures in another. Whether out of ignorance or indolence 
is not clear, but some local authorities insisted, orally and in writing, 
that there was no organized crime in their jurisdictions, although the 
subsequent testimony proved them pathetically in error. 








Itt 


ADVANTAGES OF GANG MEMBERSHIP 


Organized criminal activities are run in our big cities by professional 
criminals with long arrest records and with well-documented criminal 
reputations but who remain immune from prosecution and punishment. 

Many large metropolitan centers can match Chicago’s Tony Ac- 
eardo, Jake Guzik, Charles Fischetti, and Murray Humphreys; 
persons known to be engaged in illegal activities, the top racketeers 
of the community, whom the law rarely touches. There are basic 
similarities in the past history of these big-time racketeers. They 
have usually had a long apprenticeship in the cruder forms of criminal 
activity—ranging from petty larceny to armed robbery and murder. 
In this period of their lives, they are arrested frequently and are 
occasionally imprisoned in State and Federal prisons and local jails. 
However, their srrests, convictions, and prison sentences scarcely 
interrupt their criminal careers. 

Membership in a gang brings advantages. The gang has means of 
protecting its members. A bondsman is ever ready to “spring” them 
from jail. Expensive and able counsel is provided. One of the pecul- 
lar coincidences that occurred time after time was the revelation that 
the identical lawyer appeared for many of the bookmakers working 
for the same major outfit. In Miami, Ben Cohen, brother of one of 
the members of the S. & G. Syndicate, turned up as counsel for many 
of the bookmakers who were arrested there. In St. Louis, Morris 
Shenker appeared to have a substantial portion of the legal trade 
involving bookmakers who had fallen into the clutches of the law. 
It is noteworthy that Shenker appeared before the committee as 
counsel for William Molasky, one of the owners of Pioneer News 
Service, the racing wire news distributor in that city. He also 
appeared as counsel for Joe Uvanni, race-track ‘‘comeback money” 
agent for John Mooney, of St. Louis. According to testimony before 
the committee, Molasky contributed $2,000 to the gubernatorial cam- 
paign fund of Forrest Smith on condition that Smith would name 
Shenker to the police board (of control) of St. Louis if elected. | 

Witnesses are intimidated or bribed on occasion. The case is 
dragged out as long as possible with a view to obtaining eventual 
dismissal. Even where a conviction is ultimately obtained, an effort 
is made to keep the sentence as light as possible or to obtain an early 
release on parole. 

One example of many in the minutes of this committee is the prose- 
cution of Charles Gargotta for the murder of a deputy sheriff in 
Kansas City. There were 29 continuances before the case finally 
came to trial. It is alleged that the gun with which the deputy 
sheriff was killed was switched by Kansas City police officers, so that 
ballistics tests were made on the wrong gun. Gargotta was acquitted 
of the homicide charge although he had been practically caught in 
the act. However, he was convicted of the illegal possession of a 
gun, sentenced to a minimum term, and released promptly. Even- 


tually, over the protest of the police department, he was pardoned by 
the Governor. 
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About 20 years ago a noted authority on criminology, after a survey 
of organized crime in Chicago, concluded: 

The leading criminal profiteers in bootlegging, gambling, vice, and labor and 
merchant racketeering run little risk of prosecutions and conviction in conducting 
these illegal operations. Underlings occasionally receive punishment, almost 
without exception, of a minor kind. 

The data of the Senate Crime Investigating Committee on the 
careers of top criminals and racketeers indicates that this conclusion 
is still true today, not alone for Chicago, but for every metropolitan 
center in which we have held hearings. In Miami, for example, the 
sheriff of Dade County, James A. Sullivan, presented considerable 
information on the careers of the big-time racketeers and gamblers 
who infest the Miami area. Florida has a statute requiring persons 
with a felony record to register. But Sheriff Sullivan, though he 
admitted familiarity with the criminal records of police characters 
like Joe Adonis, said he did not know whether the latter and others 
like him had complied with that statute. Sheriff Sullivan boasted of 
the gambling arrests by his office, but he admitted that the men taken 
in were the bookies, the ‘‘leg men,’ never the operators and owners 
of the local gambling syndicate. 


IV 
INTERSTATE RELATIONSHIP OF LEADING GANGS 


The evidence before the committee indicates that the top racketeers 
do not restrict their criminal operations to one section of the country. 
They are frequently found operating in entirely different geographic 
areas. Moreover, individual gangsters and gangs from different parts 
of the country frequently enter into profitable working relationships 
with each other. 

The grand jury of Dade County, Fla., complained that— 
our community is fast becoming the national capital wherein the so-called leaders 
of the criminal element of numerous communities throughout the land are con- 
gregating. 

Recreation was not the only interest of the mobsters in the Miami 
area. Such gambling operations as the Colonial Inn, Greenacres, 
and the Club Boheme were run by such leading mobsters as the two 

Lanskys, Joe Adonis, Frank Erickson, William Bischoff, Joe Massei, 
and others. This is apparent from the chart introduced as an exhibit 
from the Florida report which was substantiated in the testimony. 

Harry Anslinger, United States Commissioner of Narcotics, who 
has had considerable experience in dealing with organized crime, 
supported the notion that the leading ficures in organized crime 
know each other, do business with each other, get together i in places 
like Miami and Hot Springs, and on occasion do each other’s dirty 
work when a competitor must be eliminated, an informer silenced, or 
a victim persuaded. He summarized the situation as follows: 

I would say that all of the members of this combine are very well acquainted 
with everybody else throughout the country. The fellows in New York, Florida, 


California all know each other. Seizing their telephone lists, they are all on there, 
you find. It is interlaced and intertwined. 
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He did not think that the activities in one part of the country occur 
as a result of instructions given in other parts of the country, as a 
general rule. In some sections, he said, “it is pretty well organized 
in that particular way, but I wouldn’t say that one section of the 
country controls another section.”” What happens, Mr. Anslinger 
testified, is that ‘‘they confer together, or talk to each other, deal with 
each other.” He agreed with the characterization of Rudolph 
Halley, chief counsel to the committee, that “they confine their deal- 
ings pretty well to the family.” ‘That,’ he said, “has been our 
experience. They have offshoots. They have associates in other 


rackets. They make connections for persons outside of their own 
combine.”’ 
Vv 


CONTACT AND LIAISON BETWEEN GANGS 


There is no doubt in the minds of the members of the committee that 
there do exist at least two major crime syndicates. There is one 
with an axis between Miami and the Capone Syndicate now headed by 
Tony Accardo, the Fischetti brothers, and Jake Guzik. There is 
another with an axis between New York and Miami headed by Frank 
Costello and Joe Adonis. These axes have branch lines that extend 
into many cities and areas and there is apparently a gentleman’s 
agreement, if the operators of these mobs can truthfully be called 
gentlemen, not to infringe on the activities of each other. Between 
them there are contact and liaison carried on by individuals known to 
and trusted by both, and if there can be said to be one head who sits 
as an arbiter of any disputes between the two, it is Charles “Lucky” 
Luciano, who is now in Italy, but who maintains associations with 
both groups through his former racketeer affiliates. 

About 20 years ago, a study of the situation in Chicago by the 
Illinois Crime Survey concluded: 

There exists in Chicago today an underworld system of control which enforces 

its decrees by bombs and murder. Its history, traced for 25 years in this study, 
discloses its various interlocking manifestations in commercialized vice, gambling, 
bootlegging, and gang crimes. 
Today, the major criminal organization in Chicago still is the Capone 
syndicate which is active in various forms of gambling, in prostitution, 
in the distribution of narcotics, and in various legitimate and quasi- 
legitimate activities such as the sale and distribution of beer and 
liquor, the operation of dog tracks, the control of various union activi- 
ties, and the control of the wire services which transmit gambling 
information. 

The evidence shows that the Chicago crime syndicate has extended 
its operations to other cities beyond the borders of the Chicago metro- 
politan area. 


RACING WIRE SERVICE CONTROLS BOOKMAKING 


In Miami, Harry Russell, a representative of the Chicago mob, 
muscled his way into a one-sixth partnership in the S. & G. Syndicate, 
a $26,000,000-a-year bookmaking operation, for a nominal considera- 
tion of $20,000, which was probably never actually paid in the real 
sense of the word. Accardo’s and Guzik’s partnership income tax 
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returns showed that they, and not Russell, took the deduction for 
1949 for losses sustained in the S. & G. operation. 

The principal evidence of nation-wide operation by members of 
the Chicago crime syndicate is tied up with the apparent control by 
by the Capone mob of the wire services to bookmakers. As we shall 

see presently, the control of the wire services provides a stranglehold 
over large bookmaking operations. To the extent that the Capone 
crime syndicate controls the wire service, it is in that proportionate 
measure a partner of every bookmaker of any consequence in the 
country. These matters will be developed subsequently in greater 
detail since the committee’s inquiry into all these matters is still 
proceeding. 

THE MAFIA—WHAT IS IT? 


One of the persistent matters that has received intensive attention 
from the committee has been the repeated statement that there exists 
in the United States a crime syndicate known as the Mafia, operating 
Nation-wide under centralized direction and control. 

Many of the witnesses who were heard by the committee were in- 
dividuals suspected of membership in this shadowy organization. 
They were virtually unanimous in their complete ignorance of the 
existence of such a group, or, if they admitted they had heard of it, 
knew nothing about it beyond hearsay of its existence. Yet their 
very denials had a hollow ring. 

There is a great deal of testimony in the committee records that 
would indicate beyond peradventure that such an organization exists; 
that its members have inter-related ties in various unlawful activities 
and that these are so coordinated that the Mafia is the adhesive 
between the major crime syndicates. All this is too coincidental to 
be merely accidental. 

The investigation into the existence and organization of the Mafia 
is still under way, and the results of this investigation and the con- 
clusion of the committee with respect to the Mafia will be reported to 
the Senate by this committee in its final summation. 


VI 
HOW BIG IS THE GAMBLING RACKET? 


Gambling is the principal source of income for organized criminal 
gangs in this country. 

The “take” from such forms of gambling as bookmaking, policy or 
numbers, slot machines, punchboards, and gambling casinos is 
fantastic in amount. Gambling has supplanted prostitution and 
bootlegging as the chief source of revenue for organized crime. Before 
the First World War, the major profits of organized criminal gangs 
were obtained from prostitution. The passage of the Mann White 
Slave Act, the changing sexual mores, and public opinion, combined 
to make commercialized prostitution a less profitable and more 
hazardous lfenterprise. After World War I, prohibition and the 
illicit-liquor traffic provided golden opportunities for organized crime, 
Since prohibition has been repealed, organized criminal gangs have 
found a new bonanza in the conduct of various forms of gambling, 








12 ORGANIZED CRIME IN INTERSTATE COMMERCE 


Testimony before the committee indicates that in every community, 
a tremendous amount of the effort and attention of organized gangsters 

s into gambling operations. No form of gambling is overlooked. 

‘he slot machine, the punchboard, the gambling casino, the policy 
or numbers game in all its variations, and above all, bookmaking on 
horse races and other sporting events are all exploited to the limit by 
organized mobsters. 

The moneys derived from these sources are positively staggering. 
For example, Theodore Roe had a one-fifth interest in two policy 
operations on the South Side of Chicago, called the Maine-Idaho, 
and the Ohio policy wheels. According to him there are eight opera- 
tions of similar size in Chicago, and some seven or eight smaller ones. 
His policy wheel had a drawing which averaged $25,000 a day. He 
had a one-fifth interest in the wheel. This netted him approximately 
$200,000 a year. The committee estimates that $150,000,000 has 
been played on numbers in 5 years in Chicago on the basis of figures 
obtained from the files of the operators of a number of wheels in 
that city. 

The committee has considerable data on the take from slot machines, 
From this data the committee estimates that the average take from 
a slot machine is $50 per week per machine. For the fiscal year June 
30, 1949, the $100 coin-operated Federal tax was paid by approxi- 
mately 70,000 premises. Since only one tax receipt is issued to each 
location regardiess of the number of machines, the number of machines 
in operation is far greater than this. It is estimated that each location 
has an average of three machines. This would make an average 
of $50 per week from 210,000 machines at premises that paid the 
Federal tax, or a take of approximately $540,000,000 in a year. It 
is impossible to estimate the number of machines to be found in 
premises which have not paid the Federal tax. Profits from the 
machine are usually split on a 50-50 basis between location owner and 
the operator. A mobster who places 200 slot machines, which is a 
comparatively small operation, can reasonably assure himself approxi- 
mately $5,000 a week. 


LOSERS CASH MILLIONS IN CHECKS 


The returns from the gambling casinos are equally fantastic. One 
Max Stark was the check cashier for the mob operating the gambling 
‘asinos in north Jersey. He would bring into the Merchants Bank of 
New York City, a small private bank in which he was a shareholder, 
60 to 70 checks daily, resulting from this gambling operation. These 
were checks cashed at the gambling casino and most of the money 
was undoubtedly used for gambling. Over a space of about 6 months, 
these checks totaled $5 000 000. Admitted gambling house operators 
testified that a player seldom cashed a check in a gambling house 
unless he had lost and was trying for a ‘‘come-back.”’ 

Some confirmation of the large sums wagered and won or lost in 
these establishments is had from the testimony of one witness who 
said he lost about $14,000 on four occasions. He stated that from 
200 to 300 people were present on these occasions and there might 
be as much as $2,000 on the crap table at any one time. 

The amounts reported to the income tax authorities for these gam- 
bling casinos are, of course, considerably less than what might be 
expected from these figures. Nevertheless, they are still substantial. 
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For example, the G. & R. Trading Corp. ran a gambling operation in 
northern New Jersey in the year 1945-46. Gross rece ipts were shown 
on the tax return of this corporation of $488,698 and a net of $255,271 
which was divided between the following underworld characters as 
follows: 


ic ac win gh ian $51, 054 
deere a ee, Be eS oo So see o chet o ln nnnce 38, 290 
ES SMe Se ee es ee anew anne mencak 76, 581 
ean 2 ey ee ee Os 0S de nn a elo e we eee sn new ee 51, 054 
I ee lt oh neta a Rigi claw ewaidwebmee 38, 290 


Similar sums are reported from the operation of other gambling 
casinos. For example, the Club Boheme in Broward County, Fla., in 
1947 paid $205,470 to its owners, among whom was Meyer Lansky, 
according to the tax returns. The Greenacres Club paid $133,233 to 
W. H. Bischoff in 1948 for a 40-percent interest. Some idea of what 
the returns from a gambling casino may be when it is operated in a 
legalized setting is had from testimony of Clifford Jones, Lieutenant 
Governor of Nevada, who testified that his 1-percent interest in the 
Golden Nugget at Las Vegas netted him $12,000 a year. 

The returns from bookmaking are astronomical. The report of the 
McFarland Committee on the Transmission of Gambling Information 
points out that estimates made by law-enforcement authorities have 
put the total amount bet off-track at figures ranging from $3,000,000,- 
000 to $10,000,000,000 annually. Best informed guesses are that the 
total is somewhere between $3,000,000,000 and $5,000,000,000 an- 
nually, based primarily on the $2,000,000,000 that is bet legally at 
the tracks every year. On the basis of a $3,000,000,000, off-track 
operation, and estimating the net profit to the bookmaker to be 20 
percent of the amount bet, the net profit to the bookmakers would be 
approximately $600,000,000 in a year 


TWENTY BILLIONS CHANGES HANDS YEARLY 


The figures obtained on specific illegal bookmaking operations by 
this committee, indicate that the McFarland estimates have a close 
relation to reality. ‘The S. & G. Syndicate, which dominated book- 
making operations in Miami grossed upward of $26,000,000 a year. 
The Guarantee Finance Co. bookmaking operation in Los Angeles 
County admitted grossing upward of $7,000,000 a year. ‘Tony Gizzo, 
a Kansas City mobster who was a member of Binaggio’s gang, ad- 
mitted that his bookmaking operation at the newsstand of the Coates 
House, netted him upward of $100,000 in a vear. Charles Gioe, ¢ 
Capone syndicate mobster was a partner in a bookmaking operation 
which took in bets approximating $20,000 a week. 

The Carroll-Mooney bookmaking operation which had been going 
in wide-open fashion for years in Kast St. Louis, Ill., took bets of ap- 
proximately $16,000 a day, according to one of its employees. The 
prosecuting attorney of Louis County, Mo., testified before the 
committee that the E. J. Rich Co., which used over 100 Western 
Union agents to solicit bets on a 25 percent commission basis took in 
between $150,000 and $300,000 a month in this operation. 

It is apparent from these figures how rich a prize the control of book- 
making operations represents. 

In all, the committee figures conservatively that $20,000,000,000 
changes hands every year in the United States as a result of organ- 

S. Rept. 141, 82- 
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ized illegal gambling, a net inconsiderable portion of which stays with 
the promoters and operators of this illicit activity. Millions of dollars, 
it is safe to say, are paid out of this ‘‘take” as “ice,” or protection 
money, in various forms. 

Vil 


BOOKMAKING IS AN ORGANIZED INDUSTRY 


Of all the forms of gambling, the one showing the greatest degree 
of organization and syndication, the one which depends most on 
interstate commerce and interstate communications, is bookmaking. 

From the Senate investigation of wire services in 1909 to the curr ent 
committee hearings, there have been many explorations of the oper- 
ations of bookmakers in the United States. The McFarland commit- 
tee report of last year gives a detailed explanation of its operations 
and ramifications. 

While race-track betting is legal within the enclosures of race tracks 
in 27 States, off-track betting i is illegal everywhere except in Nevada. 
But the McFarland report estimates that the number of bookmakers 
today far exceeds the estimate of 15,000 individual bookmakers made 
10 years ago by the Internal Revenue Department in connection with 
the inquiry into the M. L. Annenberg tax returns. The California 
Crime Commission asserted that bookmaking reached into every com- 
munity in the State, and the present testimony: such as that in 
Miami for example, where one syndicate controlled some 150 to 200 
bookmakers—indicates that these estimates and assertions have basis 
in fact, and that bookmaking is as widely prevalent as is commonly 
believed. 

It is apparent from the record that there are various levels of book- 
making. There is first the individual independent bookmaker who 
operates out of his pocket, on a capital of about $1,000, taking bets 
ranging from $2 to $10. When he contacts his clients, they have 
usually already made their selections from newspaper or scratch sheet 
information. The following day, he checks the papers for results and 
the odds paid, makes his rounds, and settles his accounts. He rarely 
lays off bets with a larger operator and he has little use for the wire 
service. 

The second type of bookmaker, who probably handles the largest 
volume of bets, accepting wagers up to $100 a horse, maintains an 
office either in his own home or behind some innocent-looking front 
such as a newsstand or cigar store. He has from 2 to 15 telephones 
to receive incoming bets from clients. He has agents who work indus- 
trial plants, office buildings, and the like, possibly as adjuncts of their 
own employment, and turn the bets over to him on a commission 
basis. He gets up-to-the-minute race-track information from a still 
larger operator who is a direct subscriber to a wire service. He must 
have this information because he accepts bets from his agents and 
individual clients over the phone up to the very last minute before 
the race begins and must maintain a balanced book by constant check 
on all bets made and by laying off any excess bets on one horse. 

On the third level are the large operators. They subscribe directly 
to the news service coming in usually over the ticker. Where law en- 
forcement is especially lax, this type of bookmaker might have quar- 
ters roughly resembling those of a prosperous stockbroker where race 
information and changing odds are posted and can be watched by 
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large crowds who place their bets just as clients of stockbrokers watch 
changing stock prices on the board and place their orders. These 
bookmakers may own an interest in smaller bookie establishments 
which place part of the bets with them and all their lay-off bets. To 
service the smaller bookies they have a battery of telephones kept open 
for the relay of the race-wire news service. The Mooney-Carroll 
bookmaking operation in East St. Louis, the Guaranty Finance Co. 
operation in Los Angeles, and the S. & G. Syndicate operation in 
Miami, all described in detail in the committee minutes are of this 
general character. 
Vill 


WIRE SERVICE ESSENTIAL FOR MONOPOLY 


Big-time bookmaking operations largely monopolized by the big 
mobsters with their rich returns cannot be carried on without the 
rapid transmission of racing information and information about other 
sporting events. 

We find— 
stated the California Commission on Organized Crime— 


that to conduct successful bookmaking, the operators must have information in 
excess of that which can be obtained through re _— ir news and radio channels. 
Accordingly, there has grown up a specialized wire service which has for its 
principal purpose the dissemination of detailed racing info rmation within a matter 
of minutes after the occurrence of actual events. This information includes de- 
tails of track conditions, betting odds, jockey changes, and other facts occurring 
immediately prior to the running of the race and the results inseot. These wire 
services sell this information to bookmakers who in turn use it in condueting their 
business. 

The bookmaker who has the wire service has a considerable ad- 
vantage over one who does not have the service. He can book his 
bets with a far greater degree of certainty and in far greater volume if 
the necessary information about horse races and sporting events 
comes to him promptly. No bookmaker who does not have the wire 
service can hope to compete with one who does, any more than a 
stockbroker who hasn’t got a ticker service could hope to compete 
with one who has it. This was confirmed by several professional book- 
makers in their testimony before us. 

The bookmakers themselves recognize the great value of the wire 
services in the prices they pay to distributors and subdistributors of 
the news service. It is apparent from the testimony before this com- 
mittee that the price normally is what the traffic will bear. There is 
pressure to obtain as large a proportion of the bookmaker’s profits as 
possible. One distributor testified that the bookmakers in his area 
paid anywhere from $40 to $350 a week for the news service and that 
there was no difference between the type of service offered to cus- 
tomers who paid $40 a week and the type offered to customers who 
paid $350 a week. Since the entire business is done in cash without 
records, it is impossible to verify these statements. The amounts paid 
by the bookmakers may be compared with the $20 a week which the 
New York Daily News pays to the Continental Press Service for the 
same news. Actually, there is little doubt that, in many localities, the 
distributor makes arrangements with the bookmaker to supply service 
not for a fixed price, but for a fixed percentage of the bookmaking 
profits. This makes the distributor a partner in the bookmaking 
operation. 
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IX 
CONTINENTAL PRESS SERVICE A MONOPOLY 


The wire service today, insofar as purveying information to book- 
makers is concerned, is a monopoly throughout the country. 

On the surface, the Continental Press Service, the central distributor 
of racing news, is a sports news distributing company which is wholly 
owned by Edward McBride, Jr., a young law student at Miami 
University, who takes no part at all in its management. It is run by 
Tom Kelly, McBride’s uncle, who is the general manager. Tech- 
nically the Continental Press Service has nothing to do with book- 
makers. It does not sell directly to them. It sells news to from 20 
to 24 supposedly independent regional distributors who in turn deal 
either with subdistributors or with bookmakers. One finds, however, 
the most extraordinary business arrangements between the Conti- 
nental Press Service and its distributors, which indicate quite clearly 
that the latter are nearly all-dummies, set up to insulate the Conti- 
nental Press Service against the charge that it deals directly with 
persons engaged in illegal occupations. For example, the Llinois 
Sports News is one of the top distributors of Continental Press 
Service. Its ownership consists of Tom Kelly’s brother and his son. 
It has no written contract with Continental Press Service, but news is 
provided to the Illinois Sports News on an oral agreement to pay as 
much of the profits as possible. “I told my brother,” testified 
Tom Kelly before this committee, “to pay Continental Press as 
much as he possibly could and don’t short them. I told him to send 
Continental whatever he could afford and to make sure it was a good 
substantial amount of what his profits was.’’ This varied from 
$2,000 to $10,000 a week. 

Another distributor paying what he thinks he should is Ed Me- 
Goldrick, who, according to his testimony, was permitted to buy a 
business that averaged $2,800 to $3,000 a week, for a total purchase 
price of $3,000, which he conveniently borrowed from Henry M. 
Hilton, the attorney for Continental Press Service. According to his 
testimony, he pays Continental a fluctuating rate which varies from 
$500 to $2,000 a week. A third illustration of how Continental Press 
Service operates through dummies is the Howard Sports News, a 
Baltimore distributor. This is a corporation consisting of three 
individuals who pay all the operating expenses and pay themselves 
salaries and then remit all the profits to the Continental Press Service. 
It is obvious that these three individuals are merely acting as em- 
ployees of the Continental. 

It is apparent from the testimony before the committee that 
Continental controls its distributors, and that it can determine who 
in the last analysis will get betting news. The monopolistic character 
of Continental News Service was previously recognized by the 
McFarland committee report when it stated: 

The facts support the thesis that Continental today has a near monopoly in the 
transmission of racing news which ultimately reaches the bookmakers in the 
country. Continental does choose its distributors, assigns them exclusive terri- 


tory, and charges them for service on the basis of size and amount of business 
done in such territory. 
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CAPONE GANG CONTROLS BOOKMAKING 


From the preponderance of evidence before the committee a 
conclusion is warranted that the Continental Press Service is controlled 
not by Edward McBride or Thomas Kelly but by the gangsters who 
constitute the Capone syndicate. 

The Senate Crime Investigating ¢ Yorhmittee has elicited conside rable 
testimony which supports this conclusion as to the ownership of the 
wire service. As a corollary it must follow that since the Capone 
syndicate controls the wire service it likewise controls the resultant 
power over bookmaking operations of any size in the United States. 

The racing wire news service is such a phenomenon and of such 
great importance in the scheme of interstate criminal operations that 
a discussion of its development is appropriate at this point. It first 
assumed importance under the ownership of M. L. Annenberg some 
30 years ago. Annenberg had been circulation manager for several 
large metropolitan nev vspapers and had likewise interested himseif in 
the distribution of rac ing news publications known as scratch sheets, 
These scratch sheets contained information with respect to various 
aspects of horse racing which was intended to guide prospective 
bettors. 

He conceived the idea of establishing a telegraphic news service 
which would carry over the wires fast and accurate information on 
racing for bookmakers and, with the big daily news distribution loops 
as his model, set up his own method of racing news coverage. 

In the days when Annenberg, now deceased, was building news- 
paper circulations, competition between daily papers in metropolitan 
areas was intense. It was the era when ne Wspi ipers were numerous. 
Since then many have become defunct and many others have been 
merged. The fight for circulation was a rough and tumble affair. 
Often violence was resorted to in order to cut down the circulation 
of a rival journal. Obviously many of those who participated in the 
circulation wars were strong-arm individuals to whom street brawls 
for control of newsstands and distribution outlets were everyday 
affairs. 

To obtain the news from race tracks was the first problem of the 
new wire service. Some track owners were willing to sell the privilege 
of reporting from their enclosures to the news service which Annenberg 
named Nationwide News Service. However, some tracks were un- 
willing to cooperate and here it was necessary for the news to be 
purloined. For this purpose it was only natural for Annenberg to 
employ some of the individuals who had been associated with him 
in the newspaper circulation wars. Crews were forme d to telegraph 
racing information from some point near the track, if not ins side it, 
to a central location in Chicago, whence it was relayed to other dis- 
tributign points in the various States. From these latter subcenters 
of distribution local distributors furnished it to bookmakers. 

Annenberg and his principal associates, including James A. Ragen, 
Sr., not only controlled Nationwide in Chicago; they also apparently 
owned considerable interests in the suboutlets which in turn purveyed 
the racing information to the bookmakers. ‘The profits accruing to 
the owners of this system were enormous. 
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In view of its limited time and facilities, this committee was unable 
to study exhaustively the various subcenters that constituted the 
province ial capitals of the old Annenberg empire but to complete its 
study it was considered necessary to make a detailed investigation of 
one typical point and for this purpose the committee selected the 
Pioneer News Co. of St. Louis, a relict of the old Annenberg dis- 
tributorship. 

The testimony shows that Annenberg, Ragen, and one Al Kruse of 
Chicago owned 50 percent of the stock ‘of Pioneer News Co. when the 
latter was an affiliate of Nationwide. 

Their participation in the business was not active but another 
Nationwide associate, William Molasky, who then lived and still lives 
in St. Louis, was their representative on the spot. There came a 
time in 1939 when Annenberg divested himself of all his interest in 
the racing wire news service, at about the time when the Internal 
Revenue Bureau opened an investigation into his income tax returns. 
Molasky purchased the entire Annenberg interest in Pioneer News Co. 
for $1; its actual value had no relation to the nominal purchase price. 

Annenberg’s disassociation with the racing wire news service was 
complete. He did not attempt to sell it to anyone or to realize any 
salvage from it; he simply walked out. 

At that same time Ragen was also under indictment for violation 
of income-tax regulations. Ragen turned to an old friend, an asso- 
ciate of the newspaper war days, Arthur V. McBride of Cleveland. 
McBride was, like Ragen, a veteran of the vicious street battles for 
newspaper circulation. Moreover, Ragen’s man Friday, Thomas 
Kelly, had been married to McBride’s deceased sister. 

It is one of the amazing aspects of this whole story that without 
any break in the service, without any dislocation of the facilities 
used in the entire process of obtaining, legitimately or illegitimately, 
from the race tracks and without any disruption in its distribution, 
one man ste PP ‘d out of this complicated business and another man 
took it over without any formal transfer or without the passing of a 
single dollar. 

It is hardly believable that no one else made any attempt to acquire 
the race news wire service either by purchase or by force. It happened 
just that way. The old management closed the door and a new man- 
agement walked in and sat down and started operating. 


ARTHUR M’ BRIDE TAKES OVER 


McBride, in his testimony before the committee, said he believed 
that without him the organization would have fallen apart. But 
his testimony is also on record to the effect that when he went into 
the wire service he knew nothing about it, had no time to devote to 
it and that if, at Kellv’s asserted plea, he did go into the business, it 
would have to be run by Kellv and Ragen. 

From McBride’s testimony, the committee finds it hard to discern 
just how his person was indispensable to the conduct of the racing wire 
service. McBride said that it was necessary for him to provide the 
original working capital of $20,000 but this does not appear to be 
convineing because $20,000 in the operation of the new racing wire 
service which was given the appellation Continental Press Service 
appears to have been small money. Asa matter of fact, McBride got 
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his $20,000 back out of net profits before 2 weeks had elapsed. It was 
also apparent that Ragen could have put that amount up out of his 
own pocket or could have borrowed it without any difficulty 
whatsoever. 

McBride testified that the only reason he went into pre business was 
to help his brother-in-law, Kelly, and another old friend, Ragen. It 
was suggeste «d by counsel for the committee that he cor uld have loaned 
Kelly $20,000 and allowed Kelly to become the owner of the business 
but McBride said that he did not feel Kelly was sufficiently seasoned 
in business to be trusted with a loan of that size—this despite the fact 
that McBride had loaned similar amounts to known gangsters on at 
least two occasions and also despite the fact that when he did take the 
business over he had to trust Kelly to run it. 

McBride stayed in Continental until 1941. Then he sold out to 
Ragen. 

The story continues with Ragen and Kelly operating Nationwide 
until 1943 when McBride says Ragen came to him and said that he 
simply had to have McBride or a member of McBride’s family in 
the organization. Nobody has given a clear reason for this because 
McBride, in his testimony before the committee, said that he had not 
learned anything further about the business up to that time and he 
had neither the energy nor available time to give to it. 

McBride had a son, Edward, who at that time was overseas with 
the Armed Forces. Obviously Edward could not give any attention 
to the business. But for him McBride purchased a one-third interest 
for $50,000. Why McBride had to be brought into a business which 
was operating successfully and did not need capital is obscure unless 
it was to make available to the business such advantages as might 
result from McBride’s powerful connections with John Angersola 
(King) and the important leaders of the Mafia in Cleveland. 

Continental Press Service continued to operate without serious 
trouble until about 1946. During this period Ragen and McBride 
operated it as partners and there is no indication on the record that 
during this period it was dominated by any out-and-out gangster 
element although, beyond any doubt, Continental Press enjoyed 
amicable relations with the gangsters who were building up large-scale 
bookmaking operations in the bigger cities of the country. 


CAPONE GANG STARTS MUSCLING IN 


It was in 1946 that trouble began. 

The first eruption came in California where Mickey Cohen and Joe 
Sica, undoubtedly acting on behalf of Jack I. Dragna, a leader of the 
Mafia in California, entered the premises of Russell Brophy, who was 
in charge of the local distribution agency for Continental. Brophy, 
incidentally, is Ragen’s son-in-law. Sica is a reputed member of the 
Mafia under indictment on a narcotics charge; his trial has been de- 
layed because the chief witness against him was recently mysteriously 
murdered. Brophy took a beating from the two hoodlums. At 
about the same time, back in Chicago, Ragen himself was having 
serious trouble with the R & H Publishing Co., a subdistributor of the 
racing news service controlled by the local Capone syndicate. R & H 
serviced several hundred bookmakers from Chicago. R & H, which 
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was operated by Hymie Levin, Phil Katz, and Ray Jones was actually 
controlled by Tony Accardo and the Chica ago syndicate. 

Ragen threatened to tell what he knew about the Chicago mob to 
the Federal Bureau of Investigation and also threatened to report 
R & H to the Federal Communications Commission so that the sub- 
distributor would be forced out of business. He made a number of 
attempts to get R & H out of the business, saying that the wire service 
could not tolerate the gangster element or it would itself be put out of 
business. 

Ragen offered to buy out R & H but he would not pay the enormous 
price that the gang set as the consideration for their elimination. 
The syndicate in turn appears to have been anxious to ease Ragen out 
and to take over the entire wire service. 

Then, from nowhere, suddenly appeared a new racing information 
distribution service known as Trans-American Publishing & News 
Service, Inc. 

One of Trans-American’s first customers was R & H which with- 
drew from the Continental Press set-up. Heading Trans-American 
were three nonentities, not one of whom had any address or stature 
in gangdom. ‘Two of them were former employees of Continental 
who had been lured away by Trans-American for the new set-up. 
One of the three was Ralph O’Hara, a minor gangster of Chicago. 
O’Hara was a witness before the committee in Chicago. The books 
and records of Trans-American were supposed ‘to be in his custody, 
but many of them proved to be missing. But from those that were 
available it would appear that in its first year’s operation ‘Trans-Amer- 
ican lost about $200,000, most of which was put up by R & H Pub- 
lishing Co. 

In addition to the huge “loans’’ from R & H, Trans-American 
received a “loan” of $12,000 from Benjamin (Bugsy) Siegel, who at 
that time had a monopoly of the bookmaking and wire-news service in 
Las Vegas. Carlos Marcello, the reputed Mafia leader of Louisiana, 
also provided funds for Trans-American’s operation, and still addi- 
tional money was provided by William (Butsy) O’Brien, who had 
formerly controlled the racing-news service for Continental in the State 
of Florida and who continued throughout Trans-American’s operations 
to give support to Continental, thus playing both ends against the 
middle. 

TRANS-AMERICAN EXPANDS ITS ACTIVITIES 


Trans-American made no attempt to operate directly in St. Louis; it 
utilized one of the partners in Pioneer News Service to work from the 
Illinois side of the Mississippi in East St. Louis, thus competing 
directly with Pioneer. In Kansas City, Trans-American was directed 
and operated by four of Binaggio’s henchmen who included two 
notorious Mafia members with outstanding records for violence. 
They operated independently for a few days and then moved into the 
office of Continental which they took over lock, stock, barrel, and 
personnel. The Kansas City group spread its wire-service tentacles 
out into a number of neighboring States, including Iowa, Nebraska, 
and Colorado, taking with it Continental wire outlets and utilizing 
them for Trans-American set-up. 

Police officials in the cities involved confidently anticipated that 
there would be considerable violence but the outburst did not reach 
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the height which they expected. It is possible that the reason for 
this is that before local violence became too acute Ragen, the head 
of Continental Press Service, was assassinated in Chicago in a fashion 
typical of gangland. 

A few weeks prior to his slaying, he had gone to the district attorney 
of Cook County, Lll., and had made a very lengthy statement saying 
that his life had been threatened and he fully expected the threats 
to be carried out. If he were killed, he said the probable killers would 
be Accardo, Guzik, and Murray (“The Camel’’) Humphreys, the top 
echelon of the Capone syndicate. Ragen said that the Capone syn- 
dicate wanted to be cut in on Continental and that he was resisting 
with all his might even though his life was thereby endangered. 
Ragen’s statement to the district attorney of Cook County is a part 
of the record of this committee. It is corroborated, at least in part, 
by the testimony of Dan Serritella, Jake Guzik’s partner in the 
Capone syndicate’s scratch sheet. 

After Ragen’s death, active management of Continental was taken 
over by Tom Kelly; Kelly and McBride arranged to buy the two- 
thirds interest in Continental which belonged to the estate of Ragen 
and the latter’s son. Title was taken in the name of Edward Mce- 
Bride, Arthur McBride’s son, but Edward had no part in the negotia- 
tions and was not present except when the papers were executed. 
Edward McBride thus became the sole owner of Continental. He 
remained in Florida where he was attending law school and had 
absolutely nothing to do with the management of the company. 
When questioned at a committee hearing he could not even recite 
elementary facts about the important personnel of his news trans- 
mission system but had to refer to his uncle or to his counsel for the 
replies. It is obvious that, although he now owns Continental Press 
of record, he knows nothing whatever about its operation or manage- 
ment. 

The acquisition of Continental by McBride’s son had a mysterious 
paralyzing effect on the hostilities between Continental and Trans- 
American. Like the Arabs in the poem, Trans-American quietly 
folded its tents and silently withdrew from the scene—just at the 
point, according to the testimony of Kelly of Continental Press, 
where the latter seemed doomed to be forced out of business. 


TRANS-AMERICAN MOBSTERS DODGE SUBPENAS 


Although the most diligent efforts were made, the committee was 
unable to serve subpenas on any of the persons connected with R & H 
Publishing Co. It did obtain the presence of Ralph O’Hara, the head 
of Trans-American, but he refused to answer any questions whatsoever 
about the business on the ground that his answers would tend to 
incriminate him. He did not change his attitude when it was pointed 
out to him that the McBrides and their counsel insisted that the 
Continental operation, parallel in all respects to that of Trans- 
American, was wholly legitimate and in no way in violation of any 
law. Kelly and McBride insisted in their testimony that Trans- 
American discontinued doing business on its own initiative and not 
as a result of any deal, 

After Trans-American folded, Continental took back into its employ 
one Pat Burns and his sister, both of whom had walked out on Conti- 
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nental to take jobs with Trans-American. Why Continental gave 
reemployment to these persons and others who had left to go into the 
employ of its competitor has not been satisfactorily answered. Nor 
has any convincing explanation been given as to why Continental 
then gave racing wire service in Kansas City to the same group 
who in effect had stolen the local outlets of Continental for Trans- 
American. In fact, the Mafia operators who took over the Reliable 
News Service in Kansas City received much better terms than the 
old wire service in that city had received from Continental before the 
fight and certainly got better terms than other distributors in various 
cities who had not fought Continental but who are not connected with 
the Mafia or the Capone gang. R & H in Chicago continued to receive 
service from Continental on terms far more profitable than those given 
to another racing service distributor in Chicago who had no connection 
with either Mafia or the C aponites. R & H paid $750 a week for its 
service, whereas its competitor, for precisely the same service, paid 
between $4,000 and $5,000 a week. In New Orleans, Continental 
made Marcello its distributor; on the west coast, Dragna was rewarded 
for his part in the fight with Continental by being given a contract at 
$25,000 a year to steal news from the race tracks and send it into 
Continental’s headquarters for interstate distribution. 

In Florida, ‘“‘ Butsy” O’Brien held on to his distributorship for Con- 
tinental. The testimony taken by the committee in Florida shows 
particularly that it was not until after Trans-American took itself out 
of the picture that the Capone henchmen infiltrated the racing-news 
service in that State. 

One of the most significant aspects of the racing wire story in Florida 
— the manner in which service from Chicago was cut off from the 
S. & G. bookmaking syndicate and its operatives in order to force that 
syndicate to take into partnership the Capone gang whose front man 
was Harry Russell, a Chicago gambler and former partner of Tony 
Accardo. A representative of the Western Union Telegraph Co., over 
whose wires the racing news to Miami Beach was carried, testified that 
the cut-off was ordered by William (Butsy) O’Brien. 

Continental Press claimed that if all these things occurred, they 
were done by independent news-distributing companies to whom 
Continental sells the news, but over whom it has no control. Con- 
tinental, it is claimed, stands simon-pure as a central news-distributing 
agency, which does not steal news or deal with bookmakers or char- 
acters of the underworld. 

The facade of legality which Continental Press has erected for itself 
on the advice of eminent and learned counsel isasbam. In a court of 
law, as a corporate structure, it might stand up. But this is all the 
more reason why the true facts must be called to the attention of the 
Senate. 

Continental Press is said to be owned by Edward McBride, a young 
man in his early twenties studying law in Miami, Fla. He knows 
nothing of its operations. Continental Press is operated by young 
McBride’s uncle, Tom Kelly, who says he simply sells a news service 
to Illinois Spor ts News, Inc., and he does not know, he says, what 
Illinois Sports News does with it thereafter. It is significant that 
Illinois Sports News hired Pat Burns and the other dissident Con- 
tinental employees back after Trans-American went out of business. 
It was Illinois Sports News that resumed business with R & H after 





<a nna mn 





ORGANIZED CRIME IN INTERSTATE COMMERCE 23 


Ragen was shot. Strangely enough, Illinois Sports News is operated 
by two other Kellys, the brother and son of Tom Kelly of Continental. 

On the business side, Illinois Sports News does not keep the con- 
siderable profits that it earns but it remits to Continental all of its 
net profit beyond a certain amount which has been agreed upon as 
a fair payment to Kelly’s relatives for their services for running the 
outfit. 

CONTINENTAL PULLS THE STRINGS 


Illinois Sports News is a dummy. It is a typical dummy, but it is 
not the only one of its kind. Everywhere this committee looked 
among the subdistributors of Continental it found other dummies 
which are captained and manned by former long-time affiliates of 
the wire service chiefs and the Capone mob. They go through the 
fiction of stockholders’ meetings, of meetings of board of directors, of 
voting themselves salaries which, in terms of the huge returns that 
roll in from the wire service, are picayune—they pay themselves $90 
or $100 a week sometimes—and each year, by a solemn vote of the 
board of directors, arrange to pay into either Illinois Sports News or 
Continental Press everything that has come in over and above their 
actual operating expenses and these peanut salaries so that the sub- 
distributors make no profit and pay no dividends. There is nothing 
left, after Continental Press gets its share, from which to pay any 
dividends. 

Continental’s operators and counsel contended in the face of all 
this that these subdistributing companies are independent operators 
and that their actions are their own. On its face, this contention is 
almost insulting and can be rejected out of hand. In every case 
investigated by the committee the purpose of attempting to insulate 
Continental Press was clearly obvious. As an example, in the case 
of Howard Sports News, which operates out of Baltimore and is one 
of the most flagrant of Continental’s dummies, Continental wants to 
be isolated because Howard Sports News has for one of its functions 
the procurement of news from most of the race tracks. By the admis- 
sion of its manager, Kelly, and the assertion of its lawyers, Conti- 
nental has been very careful to divorce itself by every legal maneuver 
from any possible connection with activities as sordid as the stealing 
of news or selling the same to ,bookmaers who it cannot deny are 
engaged in an illegitimate business, 

In fact, the testimony is uncontroverted that Continental delib- 
erately set out to erect a business structure of such a kind that if its 
activities were ever questioned it would be able to defend itself with 
the half-truth that its news is sold only for a legitimate purpose. 
This fictional attempt at legality was attempted to be supported by 


distributors at the second level of the Continental set-up who had 


the temerity in their testimony before the committee to assert that 
they did not know they were selling their service to bookmakers. 

The efforts of the subdistributors to keep up the legal fiction sought 
to be established by Continental collapsed under persistent question- 
ing before the committee. The various distributors finally admitted 
that they sell racing news service to bookmakers and that they are 
fully aware that they are doing so. 

These second-level outfits also groped for a pretense at legality by 


offering highly favorable rates to any legitimate publication which 
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would buy their services. For example, a New York newspaper with 
one of the largest circulations in the country pays no more than $30 a 
week for Continental’s news service, although other customers are 
billed as much as $5,000 a week for the same identical service. 

One of the fundamental faults in the racing wire system is the 
discrimination between customers as to price and the allocation of 
the news service. This discrimination became so serious a threat to 
law and order in thie State of Nevada where bookmaking is legal that 
a law has been passed requiring racing-news service to be made avail- 
able on equal terms to all who apply for it. The testimony shows that 
this was necessary to prevent a serious outbreak of gang warfare. 
The Nevada law is in sharp contrast to the practice of Continental 
Press in other cities and States where Continental’s service is supplied 
only to those selected by the distributor at rates fixed by him either 
at his own discretion or, as it was testified, after a conference with 
representatives of Continental Press in Chicago. 

Here is another typical example testified to by William P. Brown, 
manager, operator and owner of the controlling interest in the Pioneer 
News Service of St. Louis: 

Brown stated in his testimony that some customers pay about 
$100 a week for service and other customers of Pioneer pay as much 
as $350 a week for service. He was then asked, ‘‘What is the differ- 
ence between the service given a $100 a week customer and the service 
given a $350 a week customer?”, to which Brown replied, ‘Really 
none.” 

Question: “Really no difference whatsoever? Can you justify 
that difference?” Answer by Brown: “No; I can’t.” 


FACADE OF LEGALITY A SHAM 


The committee believes that the facade of legality which was set up 
by Continental’s counsel with such great particularity must be 
rejected. It must also reject the insulation erected between McBride 
and the ultimate customers of Continental’s service, the bookmakers, 
and, having rejected both of these factors, the inference becomes 
inescapable that Arthur V. McBride created a machine in which 
Edward McBride, through his agents, operates a racing wire service 
which is an integral part of a Nation-wide system employing discrim- 
ination in service and price against various persons seeking to purchase 
a commodity. 

The conclusion is also inescapable that through agents and subagents 
McBride’s organization steals news from race tracks and supplies this 
news through direct and indirect channels to bookmakers operating in 
violation of the law throughout the country. Whether this consti- 
tutes violation of local laws on the part of McBride is a matter for the 
determination of the courts in the respective States. The sole func- 
tion of this committee in respect to the circumstances is to ascertain 
the facts and to determine whether or not any Federal legislation or 
regulation is required. 

It also becomes inescapable, once the fiction of the divorce of 
Continental Press and McBride from the various distributors of Con- 
tinental’s news service, particularly in Chicago, has been rubbed out, 
that Arthur McBride is deliberately making a gift to the Mafia- 
affiliated Capone mob in Chicago of about $4,000 a week, which rep- 
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resents the difference in price paid by the Capone-controlled R & H 
service and the price paid by their competitors in the same city. In 
Kansas City, the Mafia group operating the wire service receives 
largesse of several hundred dollars a week on the same comparative 
basis. It is also clear that in many other cities the Capone affiliates 
and the Mafia are now in control of the distribution of racing wire 
news with a resultant source of enormous profits and power over 
bookmaking. 

rT’ ° . . . 

The committee has given careful thought to a proposal which might 
remedy this situation. It is essential that legislation or regulation be 
devised which will cure the evils that have been set forth so exten- 
sively above and at the same time will not impinge upon any consti- 
tutional rights guaranteed to those whose legality of operation is not 
a sham. These considerations are highly involved and for the pur- 
pose of this interim report the committee merely wishes now to state 
that a thorough study of the situation with respect to corrective leg- 
islation is proceeding and recommendations will be forthcoming in the 
committee’s final report. 

XI 


BOOKMAKERS’ PROFITS SHARED BY GANG 


There is evidence that the wire service is being used to siphon off 
the profits of local bookmakers all over the country. 

The use of control over the wire service in Miami in order to obtain 
a substantial share of the profits of bookmaking operations is not an 
isolated occurrence. From the testimony elicited by this committee 
in Miami, it is evident that the Capone syndicate had sufficient con- 
trol over the wire service to cut off all service to the S. & G. bookmaking 
syndicate. This came at a time when this organization was also being 
pressured by raids conducted by W. O. Crosby, the investigator from 
the Governor’s office. Under the combined pressure of the lack of 
wire service and the raids on its operations, the S. & G. Syndicate 
capitulated. The wire service’ was then restored and with Russell as 
their front man, Accardo and Guzik were cut in for a partnership 
interest. 

In Las Vegas, Benjamin (Bugsy) Siegel (since assassinated in gang- 
land style) used his power as the local distributor of the wire service to 
make himself a partner of every bookmaker that took his service. 
He would refuse service to any bookmaker that would not give him 
the share of the profits that he demanded. The bitterness and threat- 
ened violence resulting from these practices resulted in the passage of a 
Nevada statute requiring racing-wire service to be furnished to book- 
makers on a nondiscriminatory basis. 

This technique of making the person who controls the wire service a 
partner of everyone who uses the service is an old one. In the early 
1900’s, Monte Tennes had the exclusive right to wire service in 
Chicago. He demanded and received a large cut of the profits of 
every subscriber to his service and kept a daily check on each sub- 
scriber’s business. It is interesting to note that Continental Press is 
still doing business at 431 Dearborn Street, the address where Monte 
Tennes made his headquarters 30 years ago. 

The policy of providing service to bookmakers on the basis of a share 
of the profits of the bookmaker was continued under Annenberg and 
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Ragen. Roselli, a tough mobster from California, who went to prison 
in the Bioff-Browne extortion case, was a partner in the gambling 
news distribution service for the southern California area. He testi- 
fied that his job was to persuade bookmakers to buy the wire service 
and not “steal” it. He also asserted that Ragen was always clamoring 
for more revenue. He would always call every week or send out his 
field men to see if somebody was stealing money or failing to give 
Nationwide News Service (the predecessor to Continental) “the right 


count.”’ 
XII 
RECORD OF OFFICIAL CORRUPTION 


The most shocking revelation of the testimony before us, is the 
extent of official corruption and connivance in facilitating and pro- 
moting organized crime. 

The committee has found evidence of corruption and connivance 
at all levels of government—Federal, State, and local. Such evidence 
of the corruption of Federal Government officials as we received is 
primarily in connection with the enforcement of the income-tax laws. 
The evidence of corruption and connivance with organized crime in 
State and local government is present in five different forms: 

(1) Direct bribe or protection payments made to law-enforcement 
officials, so that they will not interfere with specific criminal activities. 

(2) Political influence and pressure of important officials or political 
leaders used to protect criminal activities or further the interests of 
criminal gangs. 

) Law-enforcement officials found in the possession of unusual 
and unexplained wealth. 

(4) Law-enforcement officials participating directly in the business 
of - ganized crime. 

(5) Contributions to the campaign funds of candidates for political 
office at various levels frequently made by organized criminals with- 
out reference to political affiliation. Not infrequently, contributions 
are made to both major political parties; gangsters operate on both 
sides of the street. 

Referred to elsewhere in this report are contributions made to the 
campaign of Fuller Warren for.the governorship of Florida and to 
the campaign of Forrest Smith for the governorship of Missouri. 
There is no doubt from the testimony that both these candidates were 
assisted in their campaigns by contributions from known gamblers. 
The only purpose that this committee can conceive in the making of 
such contributions by persons engaged in gambling on the scale at 
which they operated was in the expectation that the contribution 
might prove an ultimate quid pro quo. 

Striking evidence concerning direct payments of protection money 
to high State officials is the shocking story revealed by the California 
Commission on Organized Crime and repeated by Warren Olney, its 
former counsel, before this committee. Representatives of the attor- 
ney general’s office, with the apparent blessing of Fred Howser, then 
attorney general, attempted to organize a State-wide system of pro- 
tection for slot-machine operations and for the distribution of punch- 
boards. This unsavory episode is described as follows: 


The years 1947-50 have witnessed a persistent attempt to organize a system 
of State-wide protection for the operation of criminal rackets in California with 
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primary emphasis on the gambling racket. This is something unique in the his- 
tory of the State. In the 100 years of the State’s existence, there have been 
from time to time in the cities and in the counties of California attempts to 
organize systems of local protection for gambling, prostitution, the narcotics 
traffic, and other activities prohibited by law. Occasionally and for brief periods 
such attempts have been successful, or partially successful, but more often than 
not they have ended in disaster for their originators. But never before has an 
attempt been made to organize a State-wide system of protection for any racket. 

It was many months, and only after the receipt of a very large amount of 
evidence coming from many widely separated places, that the commission became 
convinced that an actual attempt was being made to organize a State-wide system 
of protection for rackets. 

After summarizing reports from the various counties of the State 
concerning the incidents, the commission states: 

The conclusion became inescapable that these incidents were not separate one 
from the other, but on the contrary were diverse evidences of a single plan to 
organize in the name of the attorney general’s office a system of protection for 
criminal rackets covering as much of the State as possible. 


GANGS SEEK INFLUENCE IN HIGH PLACES 


There is no direct evidence of the payment of protection money 
to any high State official m the Florida story of the Senate Crime 
Investigating Committee. The committee, however, points to the 
apparent connection between the $100,000 contributed to the guber- 
natorial campaign of Fuller Warren, by William Johnston, an asso- 
ciate of Capone mobsters and the designation by the Governor of 
W. O. Crosby as an investigator to conduct gambling raids, which, 
by a peculiar coincidence, only involved S. & G. Syndicate bookies. 
The raids ceased as soon as Russell, an associate of Johnston in the 
Capone mob, was taken in as a member of the S. & G. Syndicate. 

In Missouri, one can perceive a more than passing connection be- 
tween Governor Smith’s appointment of two members to the Kansas 
City Police Board who favored a “wide-open town”’ and Binaggio’s 
support during the election. Binaggio, who had important gambling 
interests to further, went so far before his slaying as to offer former 
Attorney General McKittrick a bribe to withdraw from the guber- 
natorial race. Binaggio’s statement, as reported by McKittrick was: 
“T have to have a governor.” He also tried to get Governor Smith 
to discharge Colonel Holzhausen, who was president of the St. Louis 
Police Board, because of the latter’s lack of cooperation with the 
gambling interests. 


CORRUPTION AT LOWER LEVELS RAMPANT 


At the local level, this committee received evidence of corruption 
of law-enforcement officers and connivance with criminal gangs in 
practically every city in which it held hearings, with only one or two 
rare exceptions. The testimony at the Tampa hearings, for example, 
indicated that Sheriff Hugh Culbreath, of Hills borough County, was 
the center of the criminal conspiracy to violate the gambling laws. 
Not only was evidence received of direct and regular payments of 
protection by gamblers, -but there was also evide nce of Culbreath’s 
business association with “Red” Italiano, the “boss man’’ of the 
racketeers in Tampa. Unexplained, moreover, is a peculiar real- 
estate transaction of Culbreath with John Torrio, the predecessor of 
Al Capone in Chicago. 
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The sordid story of direct payments to law-enforcement officials 
in return for the protection of ciminals, is repeated in Philadelphia, 
where the “bag’’ man for Police Captain Vincent Elwell, would re- 
portedly come into the station house with his pockets bulging with 
money. From $3,000 to $4,000 a month was alleged to have been 
paid in each of 38 police districts in that city or approximately $152,000 
a month, not counting payments to the higher-ups. In Dade County, 
Fla., during a 5-year tenure in office, Sheriff James A. Sullivan’s assets 
increased from a reported $2,500 in 1944 to well over $75,000 by 1949, 
and one of his deputies made enough money in 4 years to retire to a 
farm he bought for $26,000. Both the sheriff and his deputy John 
Burke did not deposit their money in banks, but used old fishing-tackle 
boxes and blankets as hiding places. In the adjoining Broward 
County, Sheriff James Clark acquired a fortune in real estate and busi- 
ness holdings over a period when not only did he fail to enforce the 
laws he had sworn to uphold, but he personally participated in their 
violation. In Jackson County, Mo., some deputy sheriffs were on 
the payrolls of machine distributors and taverns that violated the 
liquor laws. In Los Angeles, Calif., at least half a dozen police 
officers ‘‘borrowed’’ money from the Guarantee Finance Co., a big 
bookmaking operation. One suspended policeman worked as a col- 
lector from bookmakers for the Guarantee Finance Co., during the 
period of his suspension. 

Law enforcement or rather the neglect thereof has been an easy 
road to affluence for many law-enforcement officials. The case of 
“Tubbo” Gilbert, “the richest police officer in the world,” who was 
chief investigator in the States’ Attorney’s office in Chicago, is well 
known. There are many other illustrations i in the testimony before 
the committee. Typic al of this is the fortunate economic position of 
John English, ‘the city commissioner in charge of the police depart- 
ment of East St. Louis, Ill., who was able to acquire a $100,000 summer 
home, various interests in real estate in East St. Louis, ownership 
participation in a restaurant and a gas station, all on a salary of 
$4,500 to $6,000. The fact that the city was w ide open for years and 
only two or three gambling arr ests were made in 1950 may have had 
some relation to the commissioner’s wealth. 


LAW ENFORCEMENT PARALYZED BY GANGSTERS 


The attempt to paralyze law enforcement by political means is 
encountered again and again in the testimony. The committee 
developed at great length the extraordinary attempt by Binaggio, a 
powerful political leader to acquire control of the Police Board of 
Kansas City so that he could install as police chief a man named 
Braun, who had been disciplined because he had run a crap game in his 
station house. Binaggio finally offered a substantial bribe to one of 
the commissioners who had refused to go along with his program. 
Gene Burnett, police chief of Granite City, Ill., was apparently willing 
to close down the gambling places and the handbooks in his town, but 
the orders from the mayor of his town were to let them operate 
because that was how the city council wanted it. 

In Miami, the committee heard a dictaphone recording of a con- 
versation between the Chief of Police Luke Short and City Council- 
man Melvin Richard in which Short averred that he had been told 
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“to lay off” gambling. Short admitted that ‘the city could be closed 
up in a matter of hours.” It is noteworthy in this connection that 
one of the city councilmen of Miami to whom the chief of police was 
responsible had had a number of extremely profitable business deals 
with Harold Salvey, a member of the S. & G. Syndicate. 

There is considerable evidence in the minutes of the testimony 
concerning contributions to political campaigns by gamblers and 
gangsters. For example, William Molasky contributed $2,500 to the 
gubernatorial campaign in Missouri in the hope that he would begiven 
the right to name a member of the St. Louis Police Board. When 
he was unable to do so he claimed to have been double-crossed. Pat 
Noonan, an associate of the mobsters in the Binaggio gang, did con- 
siderable political work in the campaign to elect Governor Smith. 
Some of his expenses were paid by Binaggio and other persons involved 
in violations of the gambling laws. The fact that Emilio Georgetti 
“the Gambling King of San Mateo County” in California, worked 
like a beaver for the election of Sheriff McGrath and “accumulated 
a little money for the campaign,” did not hurt him in his gambling 
operations. 

Evidence has also been presented to the committee that certain 
law-enforcement officials not only received protection money from 
rangsters but that they actually ran gambling operations themselves. 

‘he bookmaking operation which was run right in Sheriff Culbreath’s 
office by his brother and an employee of the sheriff, may or may not 
have been as insignificant as the sheriff tried to show. But the same 
thing cannot be said for the partnership which Sheriff Clark of 
Broward County had in the Broward Novelty Co. This company 
operated bolita games (policy) and slot machines and provided the 
sheriff with his principal source of income. 

It is obvious that a law-enforcement official who is himself engaged 
in gambling operations can have no special desire to enforce gambling 
statutes. 

XIII 


OLD METHODS OF ENFORCEMENT INEFFECTIVE 


Traditional patterns of law enforcement are ineffective in dealing 
with organized crime in many localities, it would appear. 

Throughout the country, law-enforcement agencies are organized 
on a strictly local basis. Each county has a prosecuting attorney, 
a sheriff, and as many independent local police departments as there 
are incorporated cities, towns, and villages. Testimony before this 
committee indicates that this law-enforcement organization tends to 
break down when confronted with the problem of organized crime, 
and particularly with the enforcement of gambling laws. 

Jn the first place, jurisdiction between the local police, the sheriff 
and the district attorney is poorly and vaguely defined in the statutes 
of many States. The result is very frequent conflict between these 
agencies, particularly where they have different policies with respect 
to the suppression of particular crimes. This is illustrated by States 
Attorney Boyle’s testimony concerning conditions in Cook County, 
Ill. His office was conducting slot machine raids throughout the 
county. However, he felt that the repression of handbooks was the 
job of the sheriff. He has sent “thousands of letters’’ to the sheriff of 
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Cook County reporting handbooks. There is no apparent reason why 
slot machines are within his jurisdiction and handbooks are the 
sheriff’s job. Boyle also testified that he has continuously called the 
sheriff’s attention to gambling within the county in the towns outside 
of Chicago, but nothing was done about these conditions. According 
to Boyle the sheriff has taken the attitude that what happens in 
incorporated cities is not his business, even though he is the principal 
law-enforcement officer of the county. A key to the conflict between 
the State’s attorney and the sheriff of Cook County is found in the 
statement that a sheriff’s assistant named Gleason ‘raised the devil’’ 
with the State’s attorney’s men for coming out there (outside of 
Chicago) and “bothering the gambling places and slot machines.” 
Boyle cited one instance where the sheriff’s men were actually directing 
persons into the gambling places. , 

This Cook County testimony is similar to the situation in Los 
Angeles, where the city police department officials wanted to do 
something about the bookmaking operations of the Guarantee Finance 
Co., which was located outside city limits, and not only failed to receive 
any cooperation from the sheriff, but were told to stay on their own 
side of the line. 


JURISDICTIONAL OVERLAPPINGS CONFUSING 


When a Governor like Adlai Stevenson in Illinois feels that the 
State has a responsibility when local law enforcement breaks down 
and uses the State police in the attempt to enforce the laws, he is 
likely to be plagued by the same problem of inadequate definition and 
implementation of the powers and jurisdiction of law enforcement 
agencies. This same ‘out’? makes it possible for a judge in Madison 
County, Illinois, to construe narrowly the powers of the State police 
and hold that they have no power to interfere in local law enforce- 
ment and that their jurisdiction extends only to the State highways. 
As a result a gambling raid on the notorious Hyde Park Club was 
declared an illegal exercise of power and the money and the gambling 
equipment seized in the raid were ordered returned. 

Conflicts of this character give point to the observations of Judge 
Stanley Milledge of Dade County, Fla., to the committee. Indict- 
ment, he said— 
doesn’t represent anything beyond the technical power of the local people to deal 
with. There our difficulty is our unwillingness to do so * * * We seem 
always to have the misfortune of having in office at any given time, some 
people who want to enforce these gambling laws and other criminal laws dealing 
with organized crime, but we always have some who wouldn’t * * * You 
never can get the team organized at any one time to do something. It isn’t the 
fault * * * of any one officer * * * The judiciary are not entirely 
blameless. Elective officers are always apparently concerned about 
re-election * * * and the power of the money that is behind the rackets 
and the fear of antagonizing this business, the fear that so much money will be 
put behind them at the next election that they will be defeated. 


It is apparent from the testimony before our committee that many 
of our law-enforcement agencies are not properly equipped to deal 
with organized crime even if they had the will to do so. Many of the 
gang killings in Tampa, for example, are done by imported gunmen. 
But the Tampa Police Department, according to Chief Beasley, has 
no way of carrying on criminal investigations outside of Tampa. 
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The entire travel fund of the police department is $200. Many law- 
enforcement agencies, like the Cook County sheriff’s office, are run 
on a patronage basis. When a new head comes in there may be a 
complete personnel turn-over. As a result inexperienced men may 
be os ed with complex law-enforcement operations and inefficiency 
is inevitable. But while law-enforcement officers may change, 
organized criminal operations continue to be manned by the same 
racketeers over the years who learn new tricks of deception, and 
devise more effective methods of thwarting law enforcement agencies. 


XIV 
GOVERNMENT CHEATED OF VAST SUMS 


The Federal Government is being defrauded of many millions of 
dollars, perhaps running into hundreds of millions, of tax revenues 
by the mobsters engaged in organized criminal activities. 

Assistant Commissioner of Internal Revenue, Daniel A. Bolich, 
made a statement before the committee that— 
unlike the gangsters of the thirties, many of our modern big-time racketeers take 
deliberate and carefully contrived steps to defend themselves against the pos- 
sibility of successful tax prosecutions. They obtain professional tax advice, and 
in numerous cases, they report substantial net income on their returns. They 
frequently attempt to insulate themselves from direct attack by operating through 
a maze of corporations, dummy stockholders, and “fronts.’’ Under these condi- 
tions, investigation on the part of the Bureau aimed at determining whether the 
returns or supporting records of these individuals are false or fraudulent so as to 
sustain a charge of criminal tax evasion, is frequently a long, difficult, and time- 
consuming process. 

There is no doubt that the top racketeers are using able tax account- 
ants and lawyers to prepare their tax returns. These accountants and 
lawyers tend to specialize in gangster accounts. For example, Eugene 
Bernstein in Chicago, represents Tony Accardo and many other mem- 
bers of the Capone ‘mob. George Goldstein in Newark represented all 
the well-known mobsters of North Jersey. Harry Sackman prepared 
tax returns for Mickey Cohen, the Guarantee Finance Co., and other 
gangster and racketeer customers in southern California. Louis Roth, 
a New York accountant, who has represented Joseph Profaci for 18 
years, turned up as accountant for Frank Livorsi, Max Eder, con- 
victed narcotics dealers, and for William Giglio, a black market sugar 
partner of Livorsi’s. 

How strong is the dependence of organized mobsters on their ac- 
countants and lawyers is revealed by the fact that without taking any 
receipts for their money, a number of unidentified persons handed sums 
totaling $190,000 to Bernstein to pay delinquent income taxes for Louis 
Campagna and Paul DeLucia, members of the Capone mob, so that 
they could be paroled from a Federal prison. 

However, there is doubt as to whether the Bureau of Internal 
Revenue has been making a real effort to check on the income-tax 
returns of known gamblers and racketeers. It is apparent from the 
testimony before the committee that returns are being submitted by 
gangsters and racketeers which the Bureau would not accept from 
ordinary citizens. In these returns, a general statement is made as 
to the amount of income during the year, and a general statement of 
expenses. There is no itemization or detail concerning the sources of 
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the income, nor any itemization or detail concerning expenses. No 
books or records are shown to the accountant or lawyer who prepares 
the return and only gross figures are submitted to him. These figures 
are accepted by the person preparing the return. “We took our client’s 
word for it,” says Bernstein, “based on information they gave us.” 
According to him, he knows nothing of his client’s business or the 
sources of their income. 

Goldstein, who prepared the returns for the north Jersey gambling 
operations, was well aware of the fact that the whole operation was in 
cash and that “honest men did not do business that way” and that 
there was no way of checking the returns. Nevertheless, he had no 
hesitancy in submitting them. 


MANY TAX RETURNS FRAUDULENT 


It is apparent that many, if not all, of the returns submitted for 
the gamblers and gangsters are fraudulent, and that the Government 
is losing huge sums in tax revenue from the illegal ventures run by 
them. For ex xample, John O’Rourke was a bookmaker who was in 
partnership with Frank Erickson at the Boca Raton Hotel in Miami. 
He also owned a large crap game at West Palm Beach. There was 
no attempt to keep these individual operations separate. All trans- 
actions were in cash. His accountant, Ralph Hart, testified that the 
net profit of O’Rourke from all operations in 1948 was $1,700 although 
the gross return from the Boca Raton operation alone was over 
$750,000. 

William Brantman, a tax consultant in Chicago, prepared tax 
returns for Ralph Capone. The latter did not maintain books and 
records although he owned a cigarette vending company, a tavern, 
a mineral water company and apparently had gambling interests. 
Brantman accepted lump-sum figures from Capone as a basis for the 
preparation of the return. The income reported by Capone was less 
than $5,000 from all these varied sources 

Mickey Cohen’s return showed a gross income for 1949 of $14,845. 
In 1947, according to his tax lawyer, Sackman, he built a lavish and 
costly home. The greater part of this money was “borrowed” 
without security. He has also “borrowed”’ in similar fashion over 
$50,000 a year since 1947. These so-called borrowings are not 
reported as income. At least one “lender” denied under oath makin 
any “loans” to Cohen. O’Rourke in Florida must have contribute 
to these ‘‘borrowings”’ for there is testimony in the Florida hearings 
that Cohen laid off bets with O’Rourke and that Cohen won on 14 
consecutive occasions. In any event all the checks on balance were 

oing out to Los Angeles, none came from Los Angeles to Florida. 
n the preparation of Mickey Cohen’s return, Sackman stated: 

I always ask him each vear to give me the detail and he says “‘here is the figure 

and this is the only thing I can present to you. If the Government accepts the 
figure, that is their responsibility.”’ 
When it is remembered that Cohen was the reputed head of a book- 
makers’ association with almost 500 members, and is engaged in other 
profitable rackets, it is manifestly apparent that he has ridiculously 
understated his income for 1949. 
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DIFFICULT TO DETERMINE GAMBLING INCOMES 


There can be little question that gamblers and racketeers conduct 
their businesses in such a way that it is extraordinarily difficult to 
determine their gross or net incomes. Wherever possible business is 
done exclusively in cash. No records of any kind are kept. Where 
individual enterprises are conducted their returns are confused with 
other enterprises of an entirely diverse character. If a bank is used 
by a racketeer or a gambler there is never any certainty that all the 
moneys handled by him pass through the bank account. Where 
bank accounts exist, claims are made that the deposits frequently 
represent the ac commodation of cashing of checks and not income. 
Employees of gambling rooms even went so far as to state under 
questioning that they entered upon this employment having no idea 
how much they were going to be paid, and were simply handed an 
envelope containing money at the end of a week. 

Not only is there no way of establishing through records such as 
ordinary businessmen keep what the gambler’s gross receipts and net 
income are; there is also no way of establishing through usual business 
bookkeeping methods the expenses which they claim. There can be 
no question from the testimony we have taken that the gangsters, 
mobsters, and gamblers are literally “getting away with murder” 
in their tax returns. 

The scandal in the Bureau of Internal Revenue in the California 
area may partially explain why even ordinary care was not used in 
scrutinizing the tax returns of gamblers and gangsters. Certain top 
officials of the Internal Revenue Bureau in that area conceived the 
brilliant scheme of selling stock which they owned in a company 
that they controlled to persons who were likely to have trouble with 
their income taxes. The stock was worthless, but its purchase tended 
to assure immunity from a too careful scrutiny of income-tax returns. 
One wonders also whether there was any relationship between the 
kind of returns that Harry Sackman filed for his gangster clients and 
the fact that he took a member of the Intelligence Unit of the Bureau 
of Internal Revenue into full partnership with him. 


XV 
GANGS INFILTRATING LEGITIMATE BUSINESS 


The vast profits from organized crime are being used to buy up 
legitimate businesses. 

One of the most perplexing problems in the field of organized crime 
is presented by the fact that criminals and racketeers are using the 
profits of organized crime to buy up and operate legitimate business 
enterprises. There is considerable evidence of this in the testimony 
which will be more fully developed in the committee’s final report. 
“Nig” Rosen, a tough Philadelphia mobster, is in the dress business, 
as are other. well-known gangsters. Louis Crusco, a “numbers”’ 
operator in Philadelphia, bought for cash ($34,000) a substantial 
interest in a steel company. Frank Livorsi, a New York gangster, 
went into the jelly business at a time when there was a shortage of 
sugar. The two Di Giovannis, Kansas City gangsters with long 
criminal records, are in the liquor distributing business. Both have 








34 ORGANIZED CRIME IN INTERSTATE COMMERCE 

exclusive distributing agencies for most important liquor lines. Tony 
Gizzo, member of the Binaggio mob, has an interest in a soda water 
company which sells “Canadian Ace,” a Capone brewery beer. Jerry 
Catena, a New Jersey mobster, has a 50-percent interest in an express 
business. Joe Adonis is the principal stockholder of the Automotive 
Conveying Co. which hauls assembled Ford automobiles. Frank 
Costello has been active in many legitimate enterprises although he 
is the outstanding underworld leader in the New York City area. 
He has had a very profitable interest in a liquor company, in a moder- 
ately sized manufacturing concern; he has recently disposed of large 
real-estate holdings and he still retains some productive oil and gas 
leases. In Miami, the S. & G. Syndicate members obtained control 
of some of the choicest real estate in the city. In various parts of 
the country large office buildings, hotels, and night clubs are owned 
in whole or in part by outstanding gang leaders and gamblers. 

A gangster in a legitimate business does not suddenly become 
respectable. The methods which he uses to achieve success in racket- 
eering and gambling enterprises are not sloughed off. Thus there is 
evidence in the testimony concerning the use of homicide, intimidation, 
and strong-arm violence to eliminate competition or to compel cus- 
tomers to take merchandise sold by the mobsters. Monopoly and 
unfair competitive methods are the keys to the big money in criminal 
activities. It is also sought by the mobsters when they enter legitimate 
business. In addition to attempting to secure monopolies, there is 
considerable evidence of their black-market practices, tax evasion and 
unjust enrichment from legitimate businesses. These practices add 
further to the tremendous economic and political power which is 
wielded by the forces of organized crime. 


XVI 
STATUS OF CONCLUSIONS AND RECOMMENDATIONS 


Although the authority of the committee expires 1 month hence by 
virtue of the limitations of Senate Resolution 202, the inquiry is pro- 
ceeding apace, with open hearings scheduled to be held during March, 
1951, in San Francisco, New York City, and Washington. 

Certain tentative conclusions are under consideration; they are 
still to be formulated in the final report to the Senate which will be 
completed for presentation by March 31, 1951. 

Accompanying these conclusions will be a series of proposed sugges- 
tions for corrective and repressive legislation. At this time the com- 
mittee desires only to indicate the tentatively drawn lines that some 
of these recommendations will follow: 

1. Legislation to be directed at the prohibition or control of trans- 
mission of gambling information in interstate and foreign commerce. 

2. Legislation to be directed at the prohibition of interstate trans- 
mission of bets, wagers, and/or moneys used for betting or wagering 
in any form. 

3. Recommendation that special procedures and rules be adopted 
by the Bureau of Internal Revenue for dealing with the income-tax 
returns of known criminals. 

4. Legislation to provide for the establishment of a committee or 
commission to be created by the Congress having for its purpose the 
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continuing study of organized crime and its utilization of the avenues 
and vehicles of interstate commerce in all of its ramifications and 
aspects and the better coordination of the investigative activities of 
the law-enforcement agencies of the Federal Government. 

5. Legislation recommending that consideration be given to aug- 
menting the law-enforcement and criminal investigative agencies of 
the United States Government and that additional funds be made 
available for their operation. 

The committee desires to stress that these references to proposed 
recommendations are not all-inclusive. Others are intended for sub- 
mission; they are presently being studied and will be included in the 
committee’s final, definitive report. 

Estes Kerauver, Chairman, 
Hersert R. O’Conor, 
Lester C. Hunt, 

Cuar.es W. Tosey, 
ALEXANDER WILEY. 
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Fepsrvary 28 (legislative day, January 29), 1951.—Ordered to be printed 


Mr. McFaruanp, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany H. R. 1730] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 1730) to amend section 4 (g) of the Communi- 
cations Act of 1934 to permit the Federal Communications Commis- 
sion to make expenditures for land for radio monitoring stations, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

GENERAL STATEMENT 


The bill (H. R. 1730) was passed by the House of Representatives 
on February 19, 1951. It provided for an amendment of section 4 (g) 
of the Communications Act of 1934, as amended, to authorize the 
Communications Commission to purchase land for the construction of 
buildings for monitoring and research activities. The amendment is 
made necessary because the Bureau of the Budget holds that the 
existing language of that section probably does not afford sufficient 
authorization for such expenditures, and consequently any authoriza- 
tion for such monitoring activities contained in the Commission’s 
budget is subject to being stricken on a point of order on the premise 
that it is legislation on an appropriation bill. The Commission on 
various occasions has requested enactment of the necessary amenda- 
tory legislation and the recommendation has the approval of the 
Bureau of the Budget. 

In considering the House-approved bill, the committee decided as a 
matter of comity between the two Houses of Congress that the measure 
should be revised to include various amendments to the Communica- 
tions Act previously passed by the Senate during the Eighty-first and 
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The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill: (H. R. 1730) to amend section 4 (g) of the Communi- 
cations Act of 1934 to permit the Federal Communications Commis- 
sion to make expenditures for land for radio monitoring stations, and 
for other purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass, 

GENERAL STATEMENT 


The bill (H. R. 1730) was passed by the House of Representatives 
on February 19, 1951. It provided for an amendment of section 4 (g) 
of the Communications Act of 1934, as amended, to authorize the 
Communications Commission to purchase land for the construction of 
buildings for monitoring and research activities. The amendment is 
made necessary because the Bureau of the Budget holds that the 
existing language of that section probably does not afford sufficient 
authorization for such expenditures, and consequently any authoriza- 
tion for such monitoring activities contained in the Commission’s 
budget is subject to being stricken on a point of order on the premise 
that it is legislation on an appropriation bill. The Commission on 
various occasions has requested enactment of the necessary amenda- 
tory legislation and the recommendation has the approval of the 
Bureau of the Budget. 

In considering the House-approved bill, the committee decided as a 
matter of comity between the two Houses of Congress that the measure 
should be revised to include various amendments to the Communica- 
tions Act previously passed by the Senate during the Eighty-first and 
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Eighty-second Congresses. These amendments, with minor excep- 
tions, were contained in S, 1973, previously reported by this committee 
on July 21, 1949, and passed by the Senate on August 9, 1949, by 
unanimous consent; H. R. 4251 which was reported July 25, 1950, and 
passed the Senate amended on July 26, 1950, by unanimous consent; 
and S. 658, which was unanimously reported by this committee on 
January 25, 1951, and passed by the Senate on February 5, 1951, by 
unanimous consent. 

The committee desires to emphasize that the bill here reported con- 
tains no new material not previously contained in 8. 658 unanimously 
passed by the Senate on February 5, 1951. Eight days after the Senate 
had passed S. 658, the Federal Communications Commission trans- 
mitted to the Senate a request for enactment, as part of the Gene al 
Criminal Code, a fraud by radio statute similar to the postal-fraud 
statute. The Commission’s proposed amendment is identical with 
section 19 of S. 658 and was referred to the Senate Judiciary Com- 
mittee which plans to study the proposal carefully. In light of these 
circumstances, the Committee on Interstate and Foreign Commerce 
has deleted section 19 of S. 658 which contains this controversial 
provision, 

The bill as amended, in the opinion of the committee, would bring 
about a major improvement in the organization and functioning of 
the Federal Communications Commission. ‘The legislation deals solely 
with structure of the Commission and its administrative and appellate 
procedure, This entire field long has been the subject of severe criti- 
cism by special and select investigating committees of the Congress 
and currently is the subject of study by a subcommittee of this com- 
mittee as well as by a House committee, 

The provisions of this bill here recommended received the unanimous 
approval of every broadcasting interest who testified before this com- 
mittee when open hearings were conducted on S. 1973, and at the 
same hearing the majority of the provisions here recommended were 
also favored by the Commission itself. 

It should be noted that no attempt has been made in this legislation 
to deal with any changes in policy affecting radio or television broad- 
casting, nor policies affecting common carriers by radio or telegraph. 
Your committee is well aware that extensive testimony has been 
offered in the past and numerous recommendations made, including 
some by this committee, with respect to such policy matters. While 
the committee does not close the door to such policy provisions, it 
desires to point out that studies on these points are being further 
pursued; in the field of radio the subject of most pressing importance 
today is the functioning of the Commission. 

It is important to note that this bill is the end product of more than 
a decade of congressional investigations, studies, hearings, and reports 
by committees in both Houses of Congress. ‘This committee alone, 
in the past 7 years, has held more than 45 days of hearings on the 
general subject of changes in the Communications Act, during which 
145 persons have testified and some 800 others submitted statements, 
Those hearings cover more than 3,700 pages of printed ge se 
Moreover, a majority of the committee have been personally closely 
identified with extended hearings and legislative recommendations 
herein referred to. Because of the long history of hearings and legis- 
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lative recommendations herein referred to before it, the committee 
was strongly of the opinion that additional open hearings were not 
necessary at this time. They unanimously endorse the bill here 
recommended as a necessary first step in any changes in the Com- 
munications Act of 1934. 

The bill here recommended is, in the committee’s opinion, an essen- 
tial legislative step forward in bringing about improvements in the 
administrative functions of this vital agency and the committce 
believes that immediate action is necessary in order that the Federal 
Communications Commission can competently and adequately exe- 
cute its functions under the Communications Act. 

The sections of this bill were carefully analyzed in Senate Report 
741, which accompanied 8S. 1973; Senate Report 2119, which accom- 
panied H. R. 4251; and Senate Report 44, which accompanied S. 658. 
The appropriate text of these reports, unchanged, are appended 
herewith: 

PURPOSE OF THE BILL 


The principal objective of the bill as amended is to clarify the meaning and 
intent of the Communications Act of 1934, as amended. It is designed to remove 
ambiguities; to make definite and certain administrative and legal steps and 
procedures in the interest of the expeditious handling of both license applications 
and the rule-making function; to separate, as far as is administratively possible, 
the prosecutory and judicial functions of the Commission; to provide for adminis- 
trative reorganization of the Commission in the interest of more effective and 
speedy handling of cases; to better arm Commissioners to handle decisions by 
providing personal legal assistants; and generally to make clear and definite 
adninistrative actions and appellate procedures in accordance with the Admin- 
istrative Procedure Act. 

Your committee is strongly of the opinion that enactment of the bill is a major 
step forward in the evolution of the regulation of radio and wire communications, 
both broadeast and common carrier. It believes that the legislation will be of 
inestimable value in making more certain that regulation of the industry shall 
be in ‘“‘the public interest, convenience, and necessity.” 


EXPLANATION OF THE BILL BY SECTIONS 

Section 1 

This section gives a short title to this act, merely for purposes of reference to 
the dates of enactment of provisions herein proposed to be incorporated in the 
Communications Act of 1934, as amended, 
Section 2 

This section amends subsection (0) of section 3 of the Communications Act 
of 1934 by redefining ‘‘broadcasting.”’ The new definition defines ‘‘broadcasting”’ 
to mean ‘‘the dissemination of radio communications intended to be received 
directly by the general public.” In the existing law, the term is defined to include 
radio communications intended to be received by the public “directly or by the 
intermediary of relay stations.””’ Testimony has been offered that these so-called 
relay stations might be considered to be broadcast stations within the meaning 
of the act. The new definition clarifies this ambiguity, but the committee does 
not intend that such relay stations, when used in broadcasting, shall be classified 
as common carriers under the law. The new definition also conforms with the 
provisions of the Radio Regulations of the International Telecommunications 
Convention (Atlantic City, 1947)- 
Section 3 


This section adds a number of new definitions to the Communications Act 
of 1934, ° 

Subsection (bb) defines ‘‘license,” “‘station license,” or ‘‘radio station license” 
to mean the in&trument of authorization required by the act or regulations for 
use or operation of radio-transmitting apparatus, and the terms are intended to 
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include all forms of authorizations, temporary or otherwise. When considered in 
connection with other sections of the bill, this will limit the power of the Commis- 
sion to grant special or emergency types of authorization to the cases specifically 
provided for in the bill. 

Subsection (cc) provides a definition of “broadcast station,” “broadcasting 
stations,” or “radio-broadcast station.” » None of these terms is now defined, 
and all are used either in the present law or the amended section. 

Subsection (dd) defines the terms ‘construction permit’’ and “‘permit for con- 
struction,” which have not heretofore been defined, to clarify reference to such 
authorizations in procedural provisions. 


Section 4 


This section proposes several revisions of the existing section 4 of the act, which 
deals with the make-up of the Commission itself, top staff personnel, and matters 
to be included in the annual reports to Congress. Specifically, the provisions are 
as follows: 

Subsection (a) makes a minor change in existing law which prohibits Com- 
missioners from engaging in any other business, vocation, or employment by 
exempting from this prohibition the preparation of technical papers. Commis- 
sioners have pointed out that existing law — be interpreted to prevent such 
wholly meritorious publication of papers. he most important provisions of 
this subsection, however, would add to subsection (4) (b) the requirement that 
1 year after the enactment of this act no Commissioner, if he resigns before his 
term of office has expired, may for 1 year thereafter represent before the Com- 
mission any person or corporation who comes within the jurisdiction of the Com- 
munications Act. This provision, the committee believes, is a most desirable one. 
It is intended to halt the practice by persons and corporations, who have business 
before the Commission, of employing Commissioners with the obvious purpose of 
benefiting themselves, perhaps unfairly, through the influence that such a Com- 
missioner might have with employees in the agency. It is also intended to 
restrict a growing practice of using appointments to high Government posts as 
stepping stones to important positions in private industries which have business 
before the Commission. The recommended amendment would not prevent a 
Commissioner from resigning his post at any time, but if he resigned after 1 year 
following enactment of this provision and before his term of office had expired he 
could not for 1 year thereafter represent anyone who comes within jurisdiction 
of the Communications Commission. 

Subsection (b) is a revision of section 4 (f) (1) of the act, a subsection which 
deals with the employment of certain top staff personnel and their salaries. It 
should be noted that the Civil Service Classification Act of 1949 made changes in 
the salaries originally provided by this subsection and the committee in rewriting 
the language has written in the new salary schedules provided by that act last year. 
Thus, it should be emphasized that while it was necessary to rewrite the section 
for other reasons, no changes have been made in salary schedules from those 
already provided by law. The important changes in the subsection made by the 
committee include authority for the employment of a personal legal assistant to 
each Commissioner at a salary not to exceed $10,000 annually, a reduction in the 
number of assistant general counsels, assistant chief engineers, and assistant 
chief accountants from three to two; and a prohibition against the general counsel, 
the chief engineer, the chief accountant, and their assistants from representing 
any licensee under the Communications Act for 1 year following termination of 
their employment with the Commission. 

The committee believes some explanation of these and other minor changes in 
this subsection is pertinent. It is of the opinion that provision for the employ- 
ment of a personal legal assistant to each Commissioner is one of the important 
features of the bill here recommended. The plain facts are that the Commission 
is tremendously behind in its work, one reason therefor being the necessity for 
each individual Commissioner to personally review each decision. Several of 
the Commissioners are not lawyers; even those who are find it difficult to give 
the time necessary to familiarize themselves with all pertinent points in a proposed 
decision. The resuit has been that all too frequently decisions coming up from 
the staff have not had the close personal attention they should have. When it is 
realized that such decisions frequently are of vital economic consequence to 
citizens as well as important to the public interest, it will be realized that too 
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much attention cannot be given to such decisions. The employment of a well- 
trained lawyer who will be the personal legal assistant to a Commissioner will not 
only relieve the burden of work on each Commissioner but will permit close study 
of both proposed decisions and rules and should expedite materially the speed of 
Commission action on its backlog of cases. The committee desires to emphasize 
that it believes Commissioners can obtain, at the recommended salary, competent, 
trained, and well-experienced lawyers who know the administrative process, will 
adhere to orderly legal actions, and advise the non-legal-trained Commissioners in 
such matters. 

In reducing the number of assistant counsels, assistant engineers, and assistant 
accountants the committee has followed the suggestions of individual Commis- 
sioners who believe that the employment of personal legal assistants will permit 
reduction in these posts. Moreover, the saving thus obtained will reduce the 
extra cost of seven legal assistants to Commissioners. 

Another major feature of this subsection is the provision which would prohibit 
the chief engineer and his assistants, the chief accountant and his assistants, the 
general counsel and his assistants, and the secretary of the Commission from 
leaving their post with the Commission to represent a licensee until 1 year has 
elapsed after termination of their employment with the Commission. The com- 
mittee believes that this provision is a necessary corollary to a similar provision 
applying to Commissioners themselves and that it will tend to curb an exceedingly 
unfair and occasionally improper practice. The ability to “influence people” 
in the Commission is reported to have been of great value in numerous instances; 
this provision should aid in building up a career service within the Commission 
and halt further efforts to woo key personnel from the Commission for the pur- 
pose of influencing subsequent actions by the agency. The committee also has 
tightened the language pertaining to the employment of temporary counsel to 
make clear that such temporary employees cannot become in effect permanent 
employees in the guise of holding temporary appointment. Such temporary 
counsel hereafter are to be employed for specific special service and no other. 

A provision of this section of the law which permitted the appointment of a 
director of each division of the Commission has been eliminated; such posts 
have not been filled for years and there is no necessity for such positions under 
the organization of the Commission proposed by this legislation. 

Subsection (c) of this section amends the first sentence of section 4 (g) of the 
law which deals with the authority of the Commission to make certain expendi- 
tures, including expenditures for purehase of land for the erection of monitoring 
stations. While the Commission has exercised this authority for years under 
specific appropriation acts annually, such provisions constituted legislation in an 
appropriation bill and are subject to a point of order. The Bureau of the Budget 
recommended that this point be clarified so that clear legislative authority to 
justify such appropriations would exist. 

Subsection (d) amends section 4 (k) of the present act with the purpose of 
making more clear and definite what shall be contained in the annual report 
filed by the Commission with the Congress. 

Briefly, the Commission is to furnish the Congress each year (1) information 
and data bearing on the problem of regulation of interstate and foreign wire and 
radio communication; (2) information on the general administrative operations 
of the Commission so that Congress may readily understand what it has done or 
failed to do; (3) information concerning new employees hired during the year, their 
experience, and those resigned or discharged; (4) information in detail of all sums 
expended by the Commission, for what purpose, and under what authority; 
(5) specific recommendations on necessary additional legislation. 

The committee is aware that the information required by clause (4) is furnished 
to the Appropriations Committee of the Congress annually. But it is of the 
opinion that the legislative committees of the two Houses which are directly con- 
cerned with the functioning of the Commission also have a real interest in these 
matters. Moreover, such information will permit the legislative committees to 
examine under what authority expenditures were made, 


Section 5 


Section 5 of the bill is a revision of section 5 of the law which deals with the 
organization of the Commission. The existing section of the law is an anachronism 
in that it provides for a permissive divisional organization of the Commission, 
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which was adopted briefly shortly following enactment of the law in 1934 and then 
dropped. In recent weeks the Commission has again undertaken a functional 
reorganization similar to that herein proposed but the committee is satisfied that 
in the absence of specific mandatory provisions, no effective change ever will be 
carried out. Section 5 therefore has now been rewritten into four brief subsections 
which set forth the duties of the chairman; provide for a functional reorganization 
of the Commission; provide for necessary delegation of certain specific duties (now 
a part of the present law); and designate time-limit objectives to be met by the 
Commission in processing cases with the added provision that Congress shall be 
promptly informed when cases have not been acted upon within certain fixed 
periods. 

The most important subsection, and in the committee’s opinion one of the most 
important of the entire bill here recommended, is subsection (b) which would 
reorganize the Commission into a functional organization. To make clear what 
the effect of this subsection would be, it should be explained that the Commission 
has been organized into three principal Bureaus—Engineering, Accounting, and 
Legal. It also has, of course, other subsidiary sections and units but the bulk of 
its licensing work flows upward through these three bureaus. Regardless of the 
type of case involved, each of these three Bureaus must independently, or oc- 
easionally in consultation, pass upon applications and other types of cases. 
Whether or not this system is responsible, the fact remains that the Commission’s 
backlog of cases has continued to mount to alarming proportions. Hearing cases 
rarely get out in less than 2 years; some have been before the Commission as long 
as from 4 to 7 years. 

Citizens and taxpayers are entitled to greater consideration and better service 
from their Government than this. 

Moreover, under this system, the three Bureaus have become self-contained 
and independent little kingdoms, each jealously guarding its own field of opera- 
tions and able to exercise almost dictatorial control over the expedition of a case. 
They can, and have, set at naught the best efforts of individual Commissioners 
to spur action. 

The committee has, therefore, written into law by subsection (b) a mandatory 
reorganization provision but on the recommendation of the Commission has 
allowed wide flexibility to accommodate possible changes in the nature and 
volume of the Commission’s work in future years. The Commission would be 
required within 60 days after enactment of this bill to organize its Legal, Engineer- 
ing, and Accounting Bureaus into such number of integrated divisions as are 
deemed necessary to handle the Commission’s workload problems. Under 
existing circumstances, these are expected to number three—broadcasting, 
common carrier, and special and safety service. Each of these divisions would 
include all necessary legal, engineering, and accounting personnel to handle the 
work but would operate together as a team rather than as separate professional 
groups. The Commission also would have authority to establish whatever ad- 
ditional divisions may be necessary to handle that part of its workload which 
may cut across the divisional organizations or which may not lend itself to handling 
by an integrated divisional unit. 

Coupled with this divisional set-up, the committee also has provided for the 
establishment of a review staff, consisting of legal, engineering, and accounting 
personnel, whose sole function shall be to prepare and review decisions, orders, 
rules, and other memoranda as the Commission shall direct. The review staff 
shall be directly responsible to the Commission, and its personnel shall not engage 
in the preparation or prosecution of cases. Neither the general counsel, the chief 
accountant, nor the chief engineer shall have any authority over it. Its purpose 
is clear; it is to separate with finality the prosecutory and judicial functions of 
the Commission so that the same individual who prosecutes a case in behalf of the 
Commission before a hearing examiner shall not later be found preparing the 
final decision or advising Commissioners or the Commission as to the fina! decision, 
The records and facts well known to your committee and to the industry have 
proved beyond question that applicants have not always had the most equitable 
judicial treatment under the existing type of administrative judicial process. 

he committee believes that its proposed amendment will correct this situation. 

Subsection (a) of this section sets ferth the duties and responsibilities of the 
Chairman of the Commission, providing that he shall be the chief executive officer 
of the Commission and shall represent it'in all matters relating to legislation and 
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in dealings with the Congress as well as be responsible for the general organization 
and functioning of the Commission as a whole. 

Subsection (c) is a revision of the existing subsection 5 (e) dealing with certain 
necessary delegation of the Commissio.’s work to individual Commissioners, a 
board of Commissioners, or to employees. Such delegation is subject to the 
provisions of section 17 of this bill (sec. 409 of the act is revised bv this bill) and to 
the provisions of the Administrative Procedure Act as deseribed in section 17. 

Subsection (d) is a new provision specifying that the Commission must meet 
at regular intervals but not less than once a month for the purpose of reviewing 
and expediting its work. The committee has set as fair time limits, for final 
Commission disposition of cases, a period of 3 months for nonhearing cases and 
6 months from the final date of hearing on all hearing cases. The Commission 
is instructed to report to Congress promptly all cases pending before it longer than 
these periods stating the reasons for delay. The Congress will thus be currently 
apprised of the progress of Commission actions, 


Section 6 


This section amends subsection ‘d) of section 307 by deleting the phrase ‘but 
action of the Commission with reference to the granting of such application 
for the renewal of a license shall be limited to and governed by the same con- 
siderations and practice which affects the granting of original applications.” 
Once a license has been granted, there appears to be not good reason why the 
Commission should be required to take into consideratio: many of the factors 
which it should and must take into consideration in granting a license in the first 
instance. Such matters as the character and ability of the applicant to operate 
a broadcast station or his financial ability to construct and maintain a station are 
important factors for the Commission to consider in evaluating original applica- 
tions for a broadcast station; they no longer may be pertinent factors when the 
Commission is giving consideration to renewal of a station license. It should be 
emphasized that while the recommended amendment does eliminate the necessity 
for the type of involved and searching examination which the Commission must 
make in granting an original license, it does not in any way impair the Commis- 
sion’s right and duty to consider, in the case of a station which has been in opera- 
tion and is applying for renewal, the over-all performance of that station against 
the broad standard of public interest, convenience, and necessity. This authority 
of the Commission is made explicit by specifying that such renewal grants are 
subject to findings by the Commission that the “public interest, convenience, or 
necessity would be served thereby.”’ This section, the committee desires to 
emphasize, is not intended to nor shall it be interpreted as modifying in any degree 
the high qualifications required of a licensee; rather, the objective of the recom- 
mended changes is to expedite the administrative consideration of the renewal 
process and to reduce the work load and expenditure on both the licensee and the 
Commission. 





Section 7? 

This section amends subsection (a) of section 208 of the present act. It is 
designed to make more definite the procedures to be employed by the Commission 
in the exercise of its racio-licensing functions. This section fixes and determines 
the conditions under which the first step in the exercise of the licensing function is 
taken; it makes positive and a part of statutory law that which has heretofore been 
the subject of dispute and controversy. There has been confusion under the terms 
of existing law over the basic question of when and under what circumstances a 
written application must be filed as the initial step in license proceedings and 
when, by the device of calling a license by some other name, the Commission, 
and applicants with the acquiescence of the Commission, have avoided this step. 

The ame dment recommended herein would make he filing of a written appli- 
cation a necessary condition precedent in all cases except those arising out of 
emergencies involving dang r to life or property or damage due to equipment 
breakdowns or when the authorization is required by emergency or security 
reasons during the continuance of any war in which the United States is engaged. 
The proposed new language does not change the substance of existing law; it merely 
makes certain that which has heretofore been uncertain. Moreover, the amend- 
ment is directed against the administrative practice of issuing special service 
authorizations, which have been held ot to be licenses, and therefore persons 
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affected by their issuance were precluded from relying upon them or challenging 
their propriety. 


Section 8 


This section amends section 309 of the present act, which deals with the pro- 
cedural steps involved in obtaining a license. It is the purpose of this section, as 
a necessary corollary of the preceding section, to make definite and certain the 
geen rights and remedies of those who oppose, as well as those who apply 

or, a new instrument of authorization. The necessity for definite provisions of 
this character has been clearly demonstrated by experience. 

Specifically, the amendment here proposed will make it possible, as at present, 
for the Commission to grant any application without hearing if convinced from 
ex parte examination that the statutory standard will be served thereby. It will, 
however, provide a method whereby any person, who has the right to challenge 
the legality or propriety of such a grant by appeal from the Commission’s decision, 
can make his complaint first before the Commission—a guaranty which the 
present law does not contain. Provisions also are included which are designed to 
guarantee that any hearings held before the Commission upon any application 
will be conducted upon the basis of issues clearly defined so that the Commission 
will act as an arbiter. 

Subsection (a) is merely a restatement of the present subsection (a) making 
clear that the standard of judgment which applies in issuing an authorization is in 
the public interest, convenience, and necessity. 

Subsection (b) sets forth in specific terms what the Commission shall do with 
respect to notification of the applicant and known parties in interest, both prior 
to ana after setting an application for hearing; the specification of issues; oppor- 
— for an applicant to reply; who may participate, under what circumstances 
and how. 

Subsection (c) provides for what is commonly known as the protest rule. This 
provision merely insures that if the Commission grants a license or other type of 
authorization without a hearing, the grant will remain subject to protest under 
oath for a 30-day period by any party in interest. Thereafter, the Commission 
is required within 15 days to make a finding as to whether the protest meets the 
requirements of the section and if it so finds the matter shall be set for hearing 
under conditions specifically set forth to insure fullest judicial protection to citi- 
zens involved in such proceedings. Some question has been raised in earlier hear- 
ings on proposed Communications Act amendment bills with respect to the mean- 
ing of the term “‘parties in interest” as used in this subsection and in other sections 
of the bill. Fear has been expressed that use of “parties in interest”? might make 
possible intervention into proceedings by a host of parties who have no legitimate 
interest but solely with the purpose of delaying license grants which properly 
should be made. The committee does not so construe the term “‘party in inter- 
est’’; “parties in interest” because of electrical interference are fixed and defined 
by the Supreme Court decision in the KOA case (319 U. S. 239) and the Com- 
mission’s rules and regulations; ‘parties in interest” from an economic standpoint 
are defined by the Supreme Court decision in the Sanders case (309 U. 8. 470). 

Subsection (d) is the present subsection (b) of section 309 of the act unchanged 
and merely sets forth the form of the license and the conditions attached to its 
grant. 


Section 9 


This section amends subsection (b) of section 310 of the act which deals with 
the transfer of licenses granted by the Commission. The existing provisions are 
indefinite in nature with respect to the procedure to be employed by the Com- 
mission in considering such transfers and this has led, in some instances, to differ- 
ences in the treatment of applications for transfer of facilities. The recommended 
new language is designed to make certain that no construction permit or station 
license granted by the Commission may be transferred without the Commission’s 
approval; to make definite the procedure to be employed by the Commission in 
passing upon transfer applications; and to clarify the standard to be applied by 
the Commission in passing upon the merits of such applications. 

One of the purposes of the proposed new language in this subsection is to annul 
the so-called AVCO procedure adopted several years ago by the Commission to 
prevent a licensee from selling his property to a proper person of his choice but 
requiring an opportunity for others to make bids for any radio station proposed to 
be sold. The committee believes that there is no provision of present law which 
authorizes the Commission to employ such a procedure and it deems such a pro- 
cedure an unwise invasion by a Government agency into private business practice. 
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The committee regards it as significant that the Commission dropped the so- 
called AVCO procedure several months ago as unsatisfactory and a cause of 
undue delay in passing upon transfers of licenses. It should be emphasized that 
the Commission’s authority to see to it that stations are operated in the public 
interest and to determine whether the proposed transferee possesses the qualifica- 
tions of an original liceasee or permittee is not impaired or affected in any degree 
by this subsection. In fact, the latter requirement is expressly stated. The com- 
mittee also desires to emphasize that the language recommended in this subsection 
specifically refers to construction permits as well as licenses. It is of the opinion 
that this lack of reference to construction permits in the present law may have led 
to some of the abuses which have taken place under the transfer provisions, 


Section 10 


This section amends section 311 of the present act which relates to the applica- 
tion of the antitrust laws of the United States. The existing law contains two 
sections (secs. 311 and 313) which deal with this subject. Section 313 of the 
present law makes clear that ail licensees under the Communications Act come 
within the provisions of the antitrust laws and that if any licensee is found guilty 
of a violation of antitrust laws the court may, as an additional penalty, also revoke 
the license of the person or group found guilty. Section 311 of the present law 
specifically directs the Commission to revoke any license which the court has 
ordered to be revoked under the authority of section 313 and authorizes the Com- 
mission to revoke the license of a person found guilty of antitrust violation if the 
court itself has not ordered such revocation. 

Licensees have consistently contended during various hearings before this 
committee that these two sections considered together as now written constitute 
an unfair discrimination against radio licensees and that such a double penalty is 
not imposed upon other classes of business by any other siatute. 

The committee is impressed with the legal validity of the protests which have 
been made against this type of double jeopardy. It believes there is merit in the 
contention that citizens should not be subject to trial for the same allegations 
before two different tribunals. Moreover, such an argument is particularly per- 
tinent in connection with alleged violations of the antitrust statutes which are the 
particular province of the Department of Justice and do not, by any other law, 
come within the jurisdiction of any independent quasi-judicial agency of govern- 
ment. 

The committee has made no change in section 313. -That section, which makes 
all licenses amendable to the antitrust statutes and specifically grants the court 
authority, if a licensee is found guilty of an antitrust violation, to order revocation 
of his license in addition to all other penalties which may be imposed under author- 
itv of the antitrust laws, stands unchanged and unimpaired. It has, however, 
modified section 311, which gave to the Federal Communications Commission 
additional authority to institute license revocation proceedings in those cases 
where a licensee has been found guilty in court of an antitrust violation but where 
the court did not order revocation of the license issued by the Commission. The 
modification proposed merely prohibits the Commission from instituting its own 
antitrust proceeding. It retains the specific authority to refuse a license or permit 
in those cases in which a court under section 313 has ordered revocation of the 
license or permit. 

The committee desires to emphasize that the Commission’s existing authority 
under law to examine into the character of a licensee or permittee in granting a 
license or a renewal is in no way impaired or modified by the change here recom- 
mended in section 311. The Commission’s authority to determine whether or not 
the public interest, convenience, or necessity will be served by the granting of a 
license remains paramount and if it finds that the conviction of a licensee under 
the antitrust laws or under section 313 has materially affected the character or 
standing of such licensee so as to warrant refusal of a renewal, or grant of license, 
it may so proceed. Thus, the Commission’s power to protect against monopoly 
control of radio licenses remains unaffected by the changes herein recommended; 
it is merely estopped from initiating and proceeding with an antitrust case of its 
own. 

Section 11 


This section amends section 312 of the present act which deals with revocation 
of licenses. Under existing law a station license may be revoked for false state- 
ments either in the application, or in the statement of fact which may be rquired 
from time to time, which would warrant the Commission in refusing to grant a 
license on an original application; or for failure to observe any of the restrictions 


S. Rept. 142, 82-1——2 








10 COMMUNICATIONS ACT AMENDMENTS, 1951 


or conditions of the act or of regulations of the Commission authorized by the act 
or a treaty ratified by the United States. It is clear, therefore, that revocation is 
the sole administrative penalty in the case of violations ranging from the most 
serious to the least minor and affecting those who may innocently violate regula- 
tions of the Commission on technical matters. 

The committee feels that this is not a satisfactory situation for two reasons: 
The Commission is reluctant to revoke a license for a minor offense and therefore 
minor offenses may be committed almost with impunity; and there exists no clear 
distinction between types of offenses. It is felt that some method of procedure 
short of revocation should be provided for minor or Jess serious violations. It is, 
therefore, provided that the Commission may issue cease-and-desist orders for 
such less serious violations. 

The revocation penalty would remain in effect only (1) for those situations in 
which the Commission learns of facts or conditions after the granting of a permit 
or license which would have warranted it in refusing the grant originally had it 
known those facts: (2) for violation or failure to observe provisions of a treaty 
ratified by the United States; and (3) for violation or failure to observe the con- 
ditions of any cease-and-desist order issued in accordance with the provisions of 
this section. As in the case of cease-and-desist orders, the Commission must 
first issue an order to show cause why a license should not be revoked. 

The cease-and-desist action would apply to those cases where a licensee has 
(1) failed to operate substantially as set forth in his license; (2) failed to observe 
the restrictions of this act or of a treaty ratified by the United States; and (3) vio- 
lated or failed to observe any rule or regulation of the Commission authorized by 
this act. 

It will be seen that violation of conditions or restrictions of a treaty may be 
proceeded against initially either by a revocation proceeding or the less onerous 
cease-and-desist proceeding, thus allowing Commission discretion as to the 
seriousness of the alleged offense. Moreover, the recommended language clothes 
the Commission with power to prevent persistent minor violations by making 
violation of a cease-and-desist order cause for a revocation action. 

The cease-and-desist procedure is a time-tried and wholly successful one in 
many administrative agencies and the committee believes that its adoption by the 
Federal Communications Commission will be salutary. The language here 
recommended has had the approval of all witnesses who testified on the bill. 

Revocation and ccase-and-desist proceedings are, of course, subject to proper 
hearing procedures and are appealable to the courts. The burden of proof in all 
such proceedings is upon the Commission. 

Section 12 


This section provides for a new section (sec. 330) but its provisions are virtually 
identical with the present section 312 (b) of the law. In the interest of clarity 
and consistent order, the revocation and cease-and-desist provision has been as- 
signed the number 312 and the provisions of the old section 312 (b) have been 
transferred to a new number. 

The recommended language provides that modifications of licenses may be 
made where it will promote the public interest or where the provisions of the 
act or any treaty will be more fully complied with. This provision is identical 
with existing section 312 (b) except for language spelling out that a licensee whose 
license the Commission proposes to modify may on request secure a public hear- 
ing on at least 30 days’ notice. This period of time may be shortened, however, 
where safety of life or property is involved. The section also provides that the 
burden of proof in all revocation, modification, and cease-and-desist proceedings 
is on the Commission. 


Section 13 


This section, entitled “Limitations on Quasi-Judicial Powers,” adds a new 
section (sec. 331) to the present act dealing with miscellaneous provisions re- 
lating to the procedures to be followed in modification, revocation, and renewal 
proceedings. It has been endorsed by all witnesses and has the general approval 
of Commissioners. 

The intent of this section is to spell out in definite detail the authority of the 
Commission with respect to modification of licenses, and termination or revoca- 
tion of licenses, and to provide a guide for the Commission in dealing with re- 
newals of licenses. 

The language makes clear that modification can be undertaken only in accord- 
ance with the provisions prescribed by section 330 (a) of the law (sec. 12 of this 
bill) and that revocation or termination of a license can be undertaken only for 
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the reasons and in the manner provided by section 312 of the law (sec. 11 of this 
bill). It makes clear that Commission consideration of a renewal of license is 
also premised on the public interes$, convenience, and necessity but the intent of 
the committee here is to separate more definitely and clearly the prosecutory 
functions and duties of the administrative staff of the Commission from the 
quasi-judicial functions of the Commission membership itself, 

Section 14 


This section amends section 401 of the present act by adding a new subsection 
(c) dealing with declaratory orders. The declaratory order method of procedure 
has received the direct approval of Congress in the enactment of the Adminis- 
trative Procedure Act, which provides for issuance of such orders by edministra- 
tive and independent agencies. The committee believes this type of procedure is 
an extremely beneficial one, both for the Government and for those having business 
before a Government agency. 

The first sentence of the recommended section is substantially the laneuace 
of the Administrative Procedure Act. However, the committee is of the opinion 
that because of the problems with which the Communications Commission deals 
it is neeessary to provide additional se.feguards in the issuance of dk claratory orders 
by the Commission. The Commission should not be in the position of entering 
fiats to the industry under the guise of unsolicited ceclaratory orders. Moreover, 
such orders should be binding only on those who are parties to the proceeding. 

This section provices that the Commission may issue declaratory orders in 
cases of actual controversy or in order to remove uncertainty. Such orders 
would be issued only upon petition and after notice and opportunity for hearing 
and such orders would, of course, be subjcet to judicial review. 

One of the frequent criticisms of governmental procedure, particularly that of 
the quasi-judicial agencies, is that in order to test the legality, or even the mean- 
ing, of a rule or regulation, it is necessary to violate it and incur the penalties 
that go with such violation. Such a condition results in a particularly difficult 
situation in t e case of radio broadeasting, involvinz as it does highly technical 
and specialized rules applicable to engineering and other technical equipment and 
operations most complicated in character. The proposed new section would 
rake it unnecessary to incur tie risk of violaiing the law in order to secure an 
authoritative ruling. 

Section 15 

This section amends saction 492 of the present act, which ceals with the subject 
of judicial review of the Commission’s decisions and orders. The subject of 
appeals from quasi-judicial agencies to the courts and the legal remedies under 
such appeals are most important. Since the changes in existing law which are 
to be efiected by the enactment of these subsections are several and substantial, 
detailed consideration is presented in this report. 

Subsection (a) deals only with judicial review of Commission orders by specifi- 
cally constituted three-judge courts. It substantially restates existing law with 
necessary Clarification, and a provision is inserted which would give parties plain- 
tiff, other than the Government, an option of venue for such suits, either in the 
appropriate United Siates distriet court or in the United States District Court 
for the Distriet of Columbia. Subsections (b) through (j) deal with the subject 
of judicial review of decisions and orders of the Commission which are entered 
in the exercise of its radio-licensing functions. 

Subsection (b) attempts a more precise and comprehensive definition of the 
jurisdiction of the United States Court of Appeals for the District of Columbia in 
cases appealed from the Commission. The language of this subsection, when 
considered in relation to that of subsection (a), also would make clear that judicial 
review of all cases involving the exercise of the Commission’s radio-licensing 
power is limited to that court. Under present law, confusion and controversy 
have arisen concerning what decisions and orders of the Commission might become 
the subject to judicial review and in what court. This has been carried to the 
point where the time and effort of both litigants and courts have been too much 
taken up with jurisdictional problems rather than with the merits of particular 
eases, Enactment of this subsection is designed to obviate this difficulty. 

Subsection (c) deals with the time for and the manner of taking an appeal from 
the Commission to the United States Court of Appeals for the District of Colum- 
bia, and the duty of the Commission with respect to the filing and certification of 
the record in the event that such an appeal is taken. The appellate period is 
made 30 rather than 20 days as at present, and provision is made that the appellate 
period will run from the date of the entry of the order appealed from rather than 
from its effective date. 
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This subsection also definitely fixes and prescribes the nature and extent of the 
jurisdiction of the appellate court after a notice of appeal has been filed. It 
confers upon that court, by specific language father than by inference, authority 
to grant temporary relief, which may be either affirmative or negative in its scope 
and application. The necessity for language of this sort in the statute itself can 
hardly be exaggerated in view of the controversy and confusion which have 
arisen concerning this subject. The language here is believed to be stronger and 
therefore preferable to that found in section 10 (d) of the Administrative Procedure 
Act. 

Subsection (d) would continue in effect, substantially, the provisions of section 
402 (c) of existing law. It does, however, attempt to settle certain ambiguities. 
The Commission would be compelled to file with the court both the record and 
its written decision within a period of 30 days after the filing of anappeal. Present 
provisions of law are susceptible of an interpretation which would require the 
filing of the Commission’s decision 30 days after the filing of the record. 

Subsection (e) is a redraft of section 402 (d) of existing law, with minor clarifying 
amendments. 

Subsection (f) specifically confers upon the appellate court the right to fix by 
rule the material to be included in any record upon which an appeal is to be heard 
and determined. While this is now the practice of the United States Court of 
Appeals for the District of Columbia, questions have arisen concerning that 
court’s power to take such action due to the peculiar language of the statute. 
This is a matter which obviously should be clarified. 

Subsection (g) merely adopts the language of section 10 (e) of the Administra- 
tive Procedure Act as the procedure to be followed in the hearing and determina- 
tion of the appeal. 

Subsection (h) contains provisions which are intended to confer upon the 
appellate court a measure of control commensurate with the dignity and respon- 
sibility of that tribunal, requiring the Commission to give effect to the judgment 
of the court in the absence of proceedings to review. The committee points out 
that under the language of this subsection the appellate court would have ample 
authority, either on its own motion or upon the petition of the Commission or any 
other litigant, to provide, either as a part of its original decree or supplementary 
thereto, that new parties and new issues may be introduced and a new record 
made after remand to the Commission. This authority stems from the phrase 
“and unless otherwise ordered by the court.” 

Subsection (i) carries forward without change provisions of section 402 (f) of 
existing law relating to the assessment of costs on appeal. 

Subsection (j) contains important amendments to existing law. Under present 
law, review by the Supreme Court of decisions of the United States Court of 
Appeals for the District of Columbia is limited to certiorari proceedings and to 
certification by the court of appeals. This subsection provides that, in a limited 
class of cases, appeals may be taken directly and as a matter of right to the United 
States Supreme Court. 

Experience to date has clearly demonstrated that it is extremely difficult for 
private litigants to secure an ultimate Supreme Court review of Commission action 
by the certiorari method. Since 1927, only one such petition has been granted 
upon request of a private litigant, whereas only one such petition has been denied 
when filed by the Government. The result has been that many cases involving 
Commission action on applications for renewal and modification of licenses have, 
during this period, been reviewed by the Supreme Court upon request of the 
Government, and only one has received such consideration upon petition of a 
private litigant. Since either revocation or renewal proceedings may result in 
absolute or final loss of license, the committee believes that adequate opportunity 
should be given the parties affected in such cases to litigate their claims; and 
that, in this limited class of cases, opportunity should extend to and include 
review by the highest judicial tribunal. Such appeals, as a matter of right, are 
given in practically all cases involving decisions and orders of the Interstate 
Commerce Commission and are given under section 402 (a) of the Communications 
Act in cases such as the network cases (National Broadcasting Company, Inc., 
et al. v. U.S. et al. (319 U. S. 190)) which involve the exercise by the Commission 
of its legislative, as distinguished from its judicial powers. 

The committee sees no basis in substance for the distinction made so long as 
the result reached is determinative and final in either case and goes to the right 
of a litigant to remain in the business of his choice. ‘The inclusion of such a 
provision should impose no undue hardship upon the Supreme Court because of 
the limited number of such cases. On the contrary, it would make possible the 
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development of an authoritative body of law upon a subject vital to those engaged 


in the communications business and of substantial importance to the public 
generally. 


Section 16 


This section amends section 405 of existing law which deals with rehearing 
procedure before the Commission. Since the rehearing step is the final stage in 
the administrative process, the committee is of the opinion that clarity and 
definiteness are of paramount importance here. The new language recommended 
in this bill is intended to make more definite and certain the rights and remedies 
of the parties concerned. 

Any party affected by a decision, order, or requirement of the Commission, or 
any other person aggrieved or adversely affected by it, is granted the right to 
petition for a rehearing. In order to expedite the rehearing process and prevent 
it from being used as a delaying action, the recommended new language specifies 
that, except for newly discovered evidence or evidence otherwise available only 
since the original taking of evidence, no evidence shall be taken on a rehearing. 
This is also intended to make such rehearing procedures conform to court practice, 
on appeal, in view of the fact that a rehearing conforms in many respects to an 
appeal to a higher court, where only the evidence already introduced is con- 
sidered. 

The recommended section also would eliminate uncertainties in existing appel- 
late practices by providing that the time for appeal under section 402 (b) (sec. 
15 of this bill) will run from the date upon which the Commission enters its order 
disposing of all petitions for rehearing filed in any case. 


Section 17 


This section amends section 409 of the present act, which deals with the hearing 
procedure before the Commission. The proposed new language replaces the 
present subsection (a) with three new subsections. These are designed to make 
definite and certain the procedure to be employed by the Commission in all cases 
where a public hearing is required by the provisions of the Communications Act 
or other applicable provisions of law. 

The subject here dealt with is that of judicial or quasi-judicial hearings held 
by the Commission and is one of the most important of any dealt with in the 
entire bill, The changes recommended in this bill are prompted by what is 
believed to be an abundance of caution and a desire to prevent conflicts or mis- 
understandings due to the presence on the statute books of other provisions relat- 
ing to the same subject. Since section 12 of the Administrative Procedures Act 
provides that subsequent legislation shall not supersede or modify the provisions of 
that act, unless specifically stated, it has been necessary to make specific references 
to that act where the subject matter requires a different treatment. The section 
consists of three subsections, which wiil be dealt with in order. 

Subsection (a) will, in effect, require all hearings of a judicial or quasi-judicial 
nature conducted by the Commission to be held either by the whole Commission 
or by one or more ex2miners appointed by the Commission. It will not permit 
the conduct of a hearing by a single Commissioner, as is now sometimes done. 
This is important because it is impossible for the Commission to review the pre- 
liminary or intermediate report of one of its members with the same degree of 
objectivity or fairness with which it reviews the report of an examiner. Since 
section 7 (a) of the Administrative Procedure Act is so phrased as to permit a 
continuance of present practices, specific references to it were regarded as neces- 
sary in order to effect a change. 

Subsection (b) relates to the procedure which shall be followed by the officers 
conducting a hearing and what shall be included in the record. Here again certain 
provisions of section 8 of the Administrative Procedures Act seem to be ineffective 
or inappropriate, and specific reference to section 8 of that act was required. 

Subsection (c) has further reference to the conduct of hearing officers and 
certain other employees both during the hearing and subsequent thereto, but 
before final decision. While provisions of this type are not found in the Admin- 
istrative Procedure Act, the committee believes that the clearest and most 
detailed separation of the prosecutory and judicial functions must be maintained 
in the interests of equity and fair treatment to those having business before the 
Commission. An exemption has been made with respect to the review work that 
may be carried on by the review unit provided for in this bill (see. 5 (b) of the 
act and this bill) and by the Commissioners’ personal legal assistants. But the 
committee insists that citizens shall be safeguarded in the administrative process 
so that unfair and improper influence shall not be brought to bear in their cases 
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without their knowledge and without an opportunity for them to rebut in accord- 
ance with American juridical standards. 

In providing for the establishment of a special review unit, the committee does 
not intend it to act as a panel designed to sereen or modify examiners’ proposed 
decisions before they reach the Commission. On the contrary, the principal 
function of the review unit is to digest and analyze proposed decisions (or rules 
and regulations) for the Commission to save individual Commissioners’ time and 
expedite their handling of eases and the rule-making procedure. Such review 
board does not have and is not intended to have any authority to revise, modify, 
amend, or alter any proposed decision by an examiner nor to recommend to the 
Commission changes in such decisions. It is expected to act as a clearinghouse 
to make certain that both law and fact have been correetly applied and to digest, 
analyze, and note the scope and purport of the proposed decision. 

Apart from the authority expressly grauted the review board, and the duties 
laid upon the Commissioners’ personal legal assistants, every safeguard is written 
into this section to prevent examiners, lawyers, or other employees from advising 
er consulting with the Commission with respect to its action. 

These three subsections are amendatory. In the interests of clarity, these 
edditional subsections are reteined in the act, and renumbered so that the present 
subsections (b), (c), (d), (e), (f), (g), (h), (i), and (j), will become subsections (d), 
(e), (f), (g), (h), @, G), (kK), and (1), respectively. 


Section 18 


This section amends section 414 of the present act, which provides that nothing 
in the Communications Act shall abridge or alter the remedies existing at common 
law or by statute. The recommended new language to be added is: “except as 
specificelly provided in this Act, the provisions of the Adminisirative Procedure 
Act shall apply in all proceedings under this Act.” 

The purpose and intent of the amendment is to make clear that all of the 
pertinent provisions of the Administrative Procedure Act are applicable in all 
procedural. and opgeliate metters involving cases and controversies before the 
Communications Commission, except where specific procedural and appellate 
provisions are set forth in this bill. It will be noted that-section 409 (a), (b), and 
(c) (see. 17 of this bill) specifically refer to the Administrative Procedure Act 
and specify that, notwithstanding provisions of that act, the procedures set forth 
in those subsoctions are to be employed. The committee is well aware of the 
salutary provisions of the Administrative Procedure Act and hss no desire to 
vitiate or impair the rights granted under the provisions of that act to private 
citizens doing business with a Government agency. It believes, however, that 
circumstances and conditions involved in procedures before the Communications 
Commission, particularly radio-broadcast cases, which differ from common- 

errier principles, are such that special recognition must be given to the problem, 
The Administrative Procedure Act, which is a general statute covering procedure 
in all administrative agencies, does not meet all of these conditions and circum- 
stances. 


Section 19 
This section is the usual separability provision to mnke certain that if any 
provision of the bill is found invalid it will not invelidete the re~a'nder of the 


provisions of the bill and their applicability to persuns or circumstances affected 
by the act. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 


reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tue Communications Act or 1934 
ue; 3. * eo 


* * * * * + * 


[(o) “Broadcasting” means the dissemination of ralio communications in- 
tended to be received by the public, directly or by the intermediary of relay 
stations.] 

(0) “Broadcasting” means the dissemination of radio communications intended 
to be received directly by the general public. 

” * ~ « *~ * * 


See Bie A es cee Hee 3 ee 6h lhUM Ue Oe 
(uy) * * * (wv) * * * (Ww) * © © (y) * © © (yy * & @ 
(is) ° * © (aa) * .* * ( 

(bb) The term “‘license”, “station license”, or ‘“‘radio station license’ means that 
instrument of authorization required by this Act or the rules and regulations of the 
Commission made pursuan: to this Act, for the use or operation of apparatus for 
transmission of energy, or communicaiions, or signals by radio, by whatever name the 
ainsirument may be designated by the Commission. 

(cc) The term “broadcast station’, “broadcasting station”, or “radio broadcast 
station” means a radio station equipped to engage in broad-asting as herein defined. 

(dd) The term “construction permit” or “permit for construction’ means that 
instrument of authorization required by this Act or the rues and regulations of the 
Commission made pursuant to this Act for the installation of appira‘us for the trans- 
mission of energy, or communications. or siqnals by radio, by whatever name the 
ansirument may be designated by ithe Commission. 


Sec 4 


* * * * * * * 


(b) Each member of the Commission shall be a citizen of the United States. 
No member of the Commission or person in its employ shal! be financially in- 
terested in the manufacture or sale of radio apparatus or of apparatus for wire or 
radio communication; in communication by wire or radio or in radio transmission 
of energy: in any company furnishing services or such apparatus to any company 
engaged in communication by wire or radio or to anv company manufacturing 
or seliing apparatus used for communication by wire or radio; or in any company 
owning stocks, bonds. or other securities of any such company; nor be in the em- 
ploy of or hold any official relation to any person subject to any of the provisions 
of this Act, nor own stocks, bonds, or other securities of any corporation subject 
to any of the provisions of this Act. [Such commissioners shall not engage in 
any other business vocation, or employment.] Such commissioners shall not 
engage in an; other business, vocation, profession, or employment bul this shall not 
apply io the preparation of technical or professional publications for which reason- 
able honorarium or compensation may be paid. Any such Commissioner serving 
as such after one year from the date of enactment of the Communications Act Amend- 
ments, 1950, sh oan for a period of one ycar following the termination of his services 
as a Commissioner represent before the Commission in a professional capacity any 
person, including all persons under common control, subject to the provisions of this 
Act, except that this restriction shall not apply to any Commissioner who has served 
the full term for which he was appointed. Not more than four commissioners shall 
be members of the same political party 

* +. cad * 7 * * 


{(f) (1) Without regard to the civi!l-service laws or the Classification Act of 
1923, as amended, (1) the Commission may appoint and prescribe the duties and 
fix the salaries of a secretary, a director for each division, a c):ief engineer and not 
more than three assistants, a chief accountant and not more than three assist- 
ants.‘ a general counse! and not more than three assistants, and temporary counsel 
designated by the Commission for the performance of special services; and (2) 
each commissioner may appoint and prescribe the duties of a secretary at an annual 
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alary not to exceed $5 482.80. The general counsel and the chief engineer and 

the chief accountant‘ shall each receive an annual salary of not to exceed $10,330: 
the secretary shall receive an annual salary of not to exceed $9,706.50; the director 
of each division shall receive an annual salary of not to exceed $9,706.50; and 
no assistant shall receive 'an annual salary in excess of £9,706.50. The Com- 
mission shall have authority, subject to the provisions of the civil-service laws 
and the Classification Act of 1923, as amended, to appoint such other officers, 
engineers, accountants,‘ inspectors, attorneys, examiners, and other employees 
as are necessary in the execution of its functions.} : 

(f) (1) Without regard to the civil-service laws or the Classification Act of 1949, 
as amended, (1) the Commission may appoint and prescribe the duties and fix the 
salaries of a secretary, a chief engineer and not more than two assistanis, a chief 
accountant and not more than two assistants, a general counsel and not more than 
two assistants, and counsel temporarily employed and designated by the Commission 
for the performance of specific special services; and (2) each Commissioner may 
appoint and prescribe the duties of a legal assistant at an annual salary not to exceed 
$10,000 and a secretary at an annual salary not to exceed $5,600. The chief engineer, 
the chief accountant, and the general counsel shall each re-eive an annual salary of 
not to exceed $11,200; the secretary shall receive an annual salary of not to excecd 
$10,006, and no assistant shall receive an annual salary in excess of $10,000: Pro- 
vided, That on and after one year from the date of enactment of Communications Act 
Amendments, 1950, the secretary of the Commission, the chief engineer and his 
assistants, the chief accountant and his assistants, the general counsel and his 
assistants, and the legal assistants to each Commissioner s‘iall not, for the period of 
one year next following the cessation of their employment with the Commission, 
represent before the Commission in a professional capacily any person, including all 
persons under common control, subject to the provisions of this Act. The Commis- 
sion shall have authority, subject to the provisions of the civi!-service laws and tie 
Classification Act of 1949, as amended, to appoint such other officers, engineers, 
accountants, attorneys, inspectors, examiners, and other employees as are necessary 
in the erecution of its functions. * * * 

(g) [The Commission may meke such expenditures (including expenditurcs 
for rent and personal services at the seat of government and elsewhere, for office 
supplies, law books, periodicals, and books of referenee, and for printing and 
binding) as may be necess=ry for the execution of the functions vesied in the 
Commission and as from time to time may be appropriated for by Congress.J 
The Commission may make such expenditures (including exnenditures for rent end 
personal services at the seat of Government and elsewhere, for office supplies, law 
books, periodicals, and books of reference, for printing and binding, for land for use 
as sites for radio monitoring stations and related facilities, including living quarters 
where necessary in remote areas, for the construciion of such stations and facilities, 
and for the improvement, furnishing, equipping, and repairing of such stations and 
Jacilities and of laboratories and other related facilities (including construction of 
minor subsidiary buildings and structures not excecding $25,000 in any one instance) 
used in connection with technical research activities), as may be necessary for the 
execution of the functions vested in the Commission and as from time to time nay 
be appropriated for by Congress. All expenditures of the Commission, including 
all necessary expenses for transportation incurred by the commissioners or by 
their employees, under their orders, in making any investigation or upon any 
official business in any other places than in the city of Washington, shall be 
allowed ard paid on the presentation of itemized vouchers therefor approved 
by the chairman of the Commission or by such other member or oicer-thereof 
as may be designated by the Commission for that purpose. 

* . 7 * * x . 


(k) The Commission shall make an annual report to Congress, copies of which 
shall be distributed as are other reports transmitted to Congress. [Such report 
shall contain such information and data collected by the Commission as may be 
considered of value in the determination of questions connected with the regula- 
tion of interstate and foreign wire and radio communication and radio transmis- 
sion of energy, together with such recommendations as to additional legislation 
relating thereto as the Commission may deem necessary: Provided, That the 
Commission shall make a special report not later than February 1, 1935, recom- 
mending such amendments to this Act as it deems desirable in the public interest: 
Provided further,* That each vear. at the beginning of the session of the Congress, 
the Commission shall report to the Congress whether or not any new wire or radio 
communication legislation is required better to insure safety of life and property. 


a 
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If any such new legislation is considered necessary the Commission shall make 
specific recommendations thereof to the Congress] Such reports shall contain— 

(1) such information and data collected by the Commission as may be considered 
of value in the determination of questions connected with the regulation of interstate 
and foreign wire and radio communication and radio transmission of energy. 

(2) such information and data concerning the functioning of the Commission as will 
be of value to Congress in appraising the amount and character of the work and accom- 
plishments of the Commission and the adequacy of its staff and equipment: Provided, 
That the first and second annual reports following the date of enactment of Communi- 
cations Act Amendments, 1950, shall set forth in detail the number and caption of 
pending applications requesting approval of transfer of control or assignment of a 
station license, or construction permits for new stations, or for increases in power, or for 
changes of frequency of existing stations at the beginning and end of the period covered 
by such reports; 

(3) information with respect to all persons taken into the employment of the Com- 
mission during the year covered by the report, including names, pertinent biographical 
data and experience, Commission positions held and compensation paid, together 
with the names of those persons who have left the employ of the Commission during 
such year: Provided, That the first annual report following the date of enactment of 
Communications Act Amendments, 1950, shall contain such information with 
respect to all persons in the employ of the Commission at the close of the year for 
which the report is made; 

(4) an itemized statement of all funds expended during the preceding year by the 
Commission, of the sources of such funds, and of the authcrity in this Act or elsewhere 
under which such expenditures were made; and 

(5) specific recommendations to Congress as to additional legislation which the 
Commission deems necessary or destrable, including all legislative proposals sub- 
mitted for approval to the Director of the Budget. 


+. * * * . * * 


[DIVISIONS OF THE COMMISSION] 
ORGANIZATION OF THE COMMISSION 


Sec. 5. [(a) The Commission is hereby authorized by its order to divide the 
members thereof into not more than three divisions, each to consist of not less 
than three members. Any commissioner may be assigned to and may serve 
upon such division or divisions as the Commission may direct, and each division 
shall choose its own chairman. In case of a vacancy in any division, or of ab- 
sence or inability to serve thereon of any commissioner thereto assigned, the 
chairman of the Commission or any commissioner designated by him for that 
purpose may temporarily serve on said division until the Commission shall 
otherwise order. 

{(b) The Commission may by order direct that any of its work, business, or 
functions arising under this Act, or under any other Act of Congress, or in respect 
of any matter which has been or may be referred to the Commission by Congress 
or by either branch thereof, be assigned or referred to any of said divisions for 
action thereon, and may by order at any time amend, modify, supplement, or 
rescind any such direction. All such orders shall take effect forthwith and remain 
in effect until otherwise ordered by the Commission. 

£(c) In conformity with and subject to the order or orders of the Commission 
in the premises, each division so constituted shall have power and authority by 
a majority thereof to hear and determine, order, certify, report, or otherwise 
act as to any of said work, business, or functions so assigned or referred to it for 
action by the Commission, and in respect thereof the division shall have all the 
oes and powers now or then conferred by law upon the Commission, and 

subject to the same duties and obligations. Any order, decision, or report 
made or other action taken by any of said divisions in respect of any matters 
so assigned or referred to it shall have the same force and effect, and may be 
made, evidenced, and enforced in the same manner as if made, or taken by the 
Commission subject to rehearing by the Commission as provided in section 405 
of this Act for rehearing cases decided by the Commission. The secretary and 
seal of the Commission shall be the secretary and seal of each division thereof. 

({(d) Nothing in this section contained, or done pursuant thereto, shall be 
deemed to divest the Commission of any of its powers. 

{(e) The Commission is hereby authorized by its order to assign or refer any 
portio» of its work, business, or functions arising under this or any other Act of 
Congress or referred to it by Congress, or either branch thereof, to an individual 
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commissioner, or to a board composed of an employee or employees of the Com- 
mission, to be designated by such order, for action thereon, and by its order at any 
time to amend, modify, supplement, or rescind any such assignment or reference: 
Provided, however, That this authority shall not extend to investigations instituted 
upon the Commission’s own motion or, without the consent of the parties thereto, 
to contested proceedings involving the taking of testimony at public hearings, or to 
investigations specifically required by this Act. All such orders shall take effect 
forthwith and remain in effect until otherwise ordered by the Commission. In case 
of the absence or inability for any other reason to act of any such individual 
commissioner or employee designated to serve upon any such board, the chairman 
of the Commission may designate another commissioner or employee, as the case 
may be, to serve temporarily until the Commission shall otherwise order. In 
conformity with and subject to the order or orders of the Commission in the prem- 
ises, any such individual commissioner, or board acting by a majority thereof, shall 
have power and authority to hear and determine, order, certify, report, or other- 
wise act as to any of said work, business, or functions so assigned or referred to 
him or it for action by the Commission and in respect thereof shall have all the 
jurisdiction and powers now or then conferred by law upon the Commission and be 
subject to the same duties and obligations. Any order, decision, or report made 
or other action taken by any such individual commissioner or board in respect of 
any matters so assigned or referred shall have the same force and effect, and may 
be made, evidenced, and enforced in the same manner as if made or taken by the 
Commission. Any party affected by any order, decision, or report of any such 
individual commission or board may file a petition for rehearing by the Com- 
mission or a division thereof and every such petition shall be passed upon by the 
Commission or a division thereof. Any action by a division upon such a petition 
shall itself be subject to rehearing by the Commission, as provided in section 
405 of this Act and in subseetion (c). The Commission may make and amend 
rules for the conduct of proceedings before such individual commissioner or board 
and fer the rehearing of such action before a division of the Commission or the 
Commission. The secretary and seal of the Commission shall be the secretary 
and seal of such individual commissioner or board.} (a) The member of the Com- 
mission designaicd by the President as Chairman shall be the chief executive officer of 
the Commission. It shall be his duty to preside at all meetings and sessions of the 
Commission, to represent the Commission in all matiers relating to legislation and 
legislative reports, to represent the Commission in all matters requiring conferences or 
communications with other governmental officers, departments or agencies, and gen- 
erally to coardinale and organize the work of the Commission in such manner as to 
promote prompt and efficient disposition of all matters within the jurisdiction of the 
Commission. Inthe case of a vacancy in the office of the Chairman of the Commission, 
or the absence or inability of the Chairman to serve, the Commission may temporarily 
designate and appoint one of its members to act as Chairman until the cause or cir- 
cumstance requiring such service shall have been eliminated or correcied. 

(b) Within sixty days after the enactment of the Communications Act Amendments, 
1950, and from time to time thereafter as the Commission may find necessary, the 
Commission shall organize iis legal, engineering, and accounting staff into (1) in- 
tegraied divisions, to function on the basis of the Commission’s principal workload 
operations; and (2) into such other divisional organizaiions as the Commission may 
deem necessary to handle that part of its work load which cuts across more than one 
integrated dinsion or which does not lend itself to the integrated division set-up. 
Each such integrated division and divisional organization shall include such legal, 
engineering, accounting, administrative, and clerical personnel as the Commission 
may determine to be necessary to perform its functions. The general counsel, the 
chief engineer, and the chief accountant and their respective assistants shall carry out 
their respective duties under such rules and regulations as the Commission mee 
prescribe. The Commission shall establish a staff. directly responsible to it, whic 
shall include such legal, engineering, and accounting personnel as the Commission 
deems necessary, whose duty shall be to prepare such drafts of Commission decisions, 
orders, and other memoranda as the Commission, in the exercise of iis quasi-judicial 
duties, may from time to time direct: Provided, That no member of such staff shall 
participate in a hearing or represent the Commission, directly or indirectly, in any 
prosecutory or investigatory function or proceeding. <a 

(c) Except as provided in section 409 hereof, the Commission, when necessary to the 
proper functioning of the Commission and the prompl and orderly conduet of its busi- 
ness, is hereby authorized and directed to assign or refer any portion of its work 
business, or functions to an individual Commissioner or Commissioners or io a board 
composed of one or more employees of the Commission, to be designated by such order 
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Sor action thereon, and by its further order at any time to amend, modify, or rescind 
any such order or reference: Provided, That this authority shall not extend to duties 
otherwise specifically imposed by this or any other Act of Congress. Any order, 
decision, or report made or other action taken pursuant to any such order or reference 
shall have the same force and effect and may be made, evidenced, and enforced as is 
made by the Commission: Provided, however, That any person aggrieved by any such 
order, decision, or report may file a petition for review by the Commission, and every 
such petition shall be passed upon by the Commission. The secretary and seal of the 
Commission shall be the secretary and seal of such individual Commissioner or board. 

(d) Meetings of the Commission shall be held at regular intervals, not less frequently 
than once each calendar month, at which times the functioning of the Commission and 
the handling of its work load shall be reviewed and such orders shall be entered and other 
action taken as may be necessary or appropriate to expedite the prompt and orderly 
conduct of the business of the Commission with the objective of rendering a final 
decision (1) within three months from the date of filing in all original application, 
renewal, and transfer cases and (2) within six months from the final date of the hearing 
in all hearing cases; and the Commission shall promptly report to the Congress each 
such case which has been pending before it more than such three- or siz-month period, 
respectively, stating the reasons therefor. 

* * * * . - * 


Sec. 307 


* * * * * * * 


(d) No license granted for the operation of a broadcasting station shall be for a 
longer term than three years and no license so granted for any other class of station 
shall be for a longer term than five years, and any license granted may be revoked 
as hereinafter provided. Upon the expiration of any license, upon application 
therefor, a renewal of such license may be granted from time to time for a term 
of not to exceed three years in the case of broadcasting licenses and not to exceed 
five years in the case of other licenses[, but action of the Commission with refer- 
ence to the granting of such application for the renewal of a license shall be limited 
to and governed by the same considerations and practice which affect the granting 
of original applications.] if the Commission finds that public interest, convenience 
and necessity would be served thereby. 

* * * * * . . 


Sec. 308. (a) [The Commission may grant licenses, renewal of licenses, and 
modification of licenses only upon written application therefor received by it: 
Provided, however, That in cases of emergency found by the Commission, licenses, 
renewals of licenses, and modifications of licenses, for stations on vessels or aircraft 
of the United States, may be issued under such conditions as the Commission 
may impose, without such formal application. Such licenses, however, shall 
in no case be for a longer term than three months:] The Commission may grant 
instruments of authorization entitling the holders thereof to construct or operate 
apparatus for the transmission of energy, or communications, or signals by radio 
or modifications or renewals thereof, only upon written application therefor received 
by tt: Provided, That (1) in cases of emergency found by the Commission involving 
danger to life or property or due to damage to equipment, or (2) during the continuance 
of any war in which the United States 1s engaged and when such action is necessary 
for the national defense or security or otherwise in furtherance of the war effort, 
the Commission may grant and issue authority to construct or operate apparatus for 
the transmission of energy or communications or signals by radio during the emergency 
so found by the Commission or during the continuance of any such war, in such manner 
and upon such terms and conditions as the Commission shall by regulation prescribe, 
and without the filing of a formal application, but no such authority shall be granted 
for a period beyond the period of the emergency requiring tt nor remain effective 
Sy ak period: Provided further, That the Commission may issue by cable, 
telegraph, or radio a permit for the operation of a station on a vessel of the United 
States at sea, effective in lieu of a license until said vessel shall return to a port of 
the continental United States. 

* * * * * ° . 


HEARINGS ON APPLICATIONS FOR LICENSES; FORM OF LICENSES; CONDITIONS 
ATTACHED TO LICENSES 


Sec. 309. [(a) If upon examination of any application for a station license 
or for the renewal or modification of a station license the Commission shall 
determine that public interests, convenience, or necessity would be served by the 
granting thereof, it shall authorize the issuance, renewal, or modification thereof in 
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accordance with said finding. In the event the Commission upon examination 
of any such application does not reach such decision with respect thereto, it 
shall notify the applicant thereof, shall fix and give notice of a time and place for 
hearing thereon, and shall afford such applicant an opportunity to be heard under 
such rules and regulations as it may prescribe. 

(b) Such station licenses as the Commission may grant shall be in such general 
form as it may preseribe, but each license shall contain, in addition to other 
— a statement of the following conditions to which such license shall be 
subject: 

(1) The station license shall not vest in the licensee any right to operate the 
station nor any right in the use of the frequencies designated in the license beyond 
the term thereof nor in any other manner than authorized therein. 

(2) Neither the license nor the right granted thereunder shall be assigned or 
otherwise transferred in violation of this Act. 

(3) Every license issued under this Act shall be subject in terms to the right 
of use or control conferred by section 606 hereof.J (a) If upon examination of any 
application provided for in section 308 the Commission shall determine that public 
interest, convenience, and necessity would be served by the granting thereof, it shall 
authorize the issuance of the instrument of authorization for which application is 
made in accordance with said finding. 

(b) If upon examination of any such application the Commission is unable to make 
the finding specified in subsection (a) of this section, it shall forthwith notify the ap- 
plicant and other known parties in interest of the grounds and reasons for its inability 
to make such finding. Such notice, which shall precede formal designation for a hear- 
ing, shall advise the applicant and all other known parties in interest of all objections 
made to the Tg Ronee 3a as well as the source and nature of such objections. Following 
such notice, the applicant shall be given an opportunity to reply. If the Commission, 
after considering such reply, shall be unable to make the finding specified in subsection 
(a) of this section, it shall formally designate the application for hearing on the grounds 
or reasons then obtaining and shall notrfy the applicant and all other known parties in 
interest of such action and the grounds and reasons therefor, specifying with particu- 
lerity the matters and things in issue but not including issues or requirements phrased 
generally. The parties in interest, if any, who are not notified by the Commission of 
ats action with respect to a particular application may acquire the status of a party to 
the proceeding thereon by filing a petition for intervention showing the basis for their 
interest at any time not less than ten days prior to the date of hearing. Any hearing 
subsequently held upon such application shall be a full hearing in which the applicant 
and all other parties in interest shall be permitted to participate but in which both the 
burden of proceeding with the introduciion of evidence upon any issue specified by the 
Commission, as well as the burden of proof upon all such issues, shall be upon the 
applicant. 

(c) When any instrument of authorization ts granted by the Commission without a 
hearing as provided in subsection (a) hereof, such grant shall remain subject to protest 
as hereinafter provided for a period of thirty days. During such thirty-day period 
any party in interest may file a protest under oath directed to such grant and request a 
Hearing on said application so granted. Any protest so filed shall contain such 
allegations of fact as will show the protestant to = a party in interest and shall specify 
with particularity the facts, matters, and things relied upon, but shall not include 
issues or allegations phrased generally. The Commission shall, within fifteen days 
from the date of the filing of such protest, enter findings as to whether such protest 
meets the foregoing requirements and if it so finds the application involved shall be set 
for hearing upon the issues set forth in said protest, together with such further specific 
issues, if any, as may be prescribed by the Commission. In any hearing subsequently 
held upon such application all issues specified by the Commission shall be tried in the 
same manner provided in subsection (b) hereof but with respect of all issues set forth 
in the protest and not specifically adopted by the Commission, both the burden of 
proceeding with the introduction of evidence and the burden of proof shall be upon the 
protestant. The hearing and determination of cases arising under this subsection 
shall be expedited by the Commission and pending hearing and decision the effective 
date of the Commission’s action to which protest is made shall be postponed to the 
effective date of the Commission’s decision after hearing, unless the authorization 
involved is necessary to the maintenance or conduct of an existing service, in which 
event the Commission shall authorize the applicant to utilize the facilities or authoriza- 
tion in question pending the Commission’s decision after oe 

(d) Such station licenses as the Commission may grant shall be in such general 
form as it may prescribe, but each license shall contain, in addition to other provisions, 
‘@ statement of the following conditions to which such license shall be subject: (1) 
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The station license shall not vest in the licensee any right to operate the station nor 
any right in the use of the frequencies designated in the license beyond the term thereof 
nor in any other manner than authorized therein; (2) neither the license nor the right 
granted thereunder shall be assigned or otherwise transferred in violation of this 
Act; (3) every license issued under this Act shall be subject in terms to the right of 
use or control conferred by section 606 hereof. 


Sec. 310 


* * * * * * « 


(b) [The station license required hereby, the frequencies authorized to be used 
by the licensee, and the rights therein granted shall not be transferred, assigned, 
or in any manner either voluntarily or involuntarily disposed of, or indirectly by 
transfer of control of any corporation holding such license, to any person, unless 
the Commission shall, after securing full information, decide that said transfer is 
in the public interest, and shall give its consent in writing.] No instrument of 
authorization granted by the Commission entitling the holder thereof to construct or to 
operate radio apparatus and no rights granted thereunder shall be transferred, assigned, 
or disposed of in any manner, voluntarily or involuntarily, directly or indirectly, or by 
transfer of control of any corporation holding such instrument of authorization, to any 
person except upon application to the Commission and upon finding by the Commis- 
sion that the proposed transferee or assignee possesses the qualifications required of an 
original permittee or licensee, The procedure for handling such application shall be 
that provided in section 309, 


REFUSAL OF LICENSES AND PERMITS IN CERTAIN CASES 


Sec. 311. The Commission is hereby directed to refuse a station license and/or 
the permit hereinafter required for the construction of a station to any person (or 
to any person directly or indirectly controlled by such person) whose license has 
been revoked by a court under section 3137, and is hereby authorized to refuse 
such station license and/or permit to any other person (or to any person directly 
or indirectly controlled by such person) which has been finally adjudged guilty by 
a Federal! court of unlawfully monopolizing or attempting unlawfully to monop- 
olize, radio communication, directly or indirectly, through the control of the man- 
ufacture or sale of radio apparatus, through exclusive traffic arrangements, or by 
any other means, or to have been using unfair methods of competition. The 
granting of a license shall not estop the United States or any person aggrieved from 
proceeding against such person for violating the law against unfair methods of 
competition or for a violation of the law against unlawful restraints and monop- 
olies and/or combinations, contracts, or agreements in restraint of trade, or from 
instituting proceedings for the dissolution of such corporation]. 


REVOCATION OF LICENSES; CEASE-AND-DESIST. ORDERS 


Sec. 312. [(a) Any station license may be revoked for false statements either 
in the application or in the statement of fact which may be required by section 308 
hereof, or because of conditions revealed by such statements of fact as may be 
required from time to time which would warrant the Commission in refusing to 
grant a license on an original application, or for failure to operate substantially 
as set forth in the license, or for violation of or failure to observe any of the 
restrictions and conditions of this Act or of any regulation of the Commission 
authorized by this Act or by a treaty ratified by the United States: Provided, 
however, That no such order of revocation shall take effect until fifteen days’ notice 
in writing thereof, stating the cause for the proposed revocation, has been given 
to the licensee. Such licensee may make written application to the Commission 
at any time within said fifteen days for a hearing upon such order, and upon the 
filing of such written application said order of revocation shall stand suspended 
until the conclusion of the hearing conducted under such rules as the Commission 
may prescribe. Upon the conclusion of said hearing the Commission may affirm, 
modify, or revoke said order of revocation. 

(b) Any station license hereafter granted under the provisions of this Act or 
the construction permit required hereby and hereafter issued, may be modified 
by the Commission either for a limited time or for the duration of the term thereof, 
if in the judgment of the Commission such action will promote the public interest, 
convenience, and necessity, or the provisions of this Act or of any treaty ratified 
by the United States will be more fully complied with: Provided, however, That 
no such order of modification shall t ecome final until the holder of such outstand- 
ing license or permit shall have been notified in writing of the proposed action and 
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the grounds or reasons therefor and shall have been given reasonable opportunity 
to show cause why such an order of modification should not issue.} (a) Any 
station license may be revoked (1) because of conditions coming to the attention of the 
Commission since the granting of such license which would have warranted the Com- 
mission in refusing to grant such license, or (2) for violation or failure to observe any 
of the restrictions or provisions of a treaty ratified by the United States, or (8) for 
violation of or failure to observe the terms and conditions of any ccease-and-desist order 
issued by the Commission pursuant to subsection (b) hereof. The Commission may 
institute a revocation proceeding by serving upon the licensee an order to show cause 
why ils license should not be revoked. Said orders shall contain a statement of the 
particulars and matters with respect to which the Commission is inquiring and shall 
call upon the licensee to appear before the Commission at a time and place therein 
slated, but in no event less than thirty days after receipt of such notice, and give evidence 
upon the matter spectfied in said order; Provided, That where safety of life or property 
is involved, the Commission may by order provide for a shorter period of notice. 
If, after hearing, or a waiver thereof by the licensee, the Commission determines that a 
revocation order should issue, tt shall make a report in writing stating the findings of 
the Commission and the grounds and reasons therefor and shall cause the same to be 
served on said licensee, together with such order. 

(b) Where any person (1) has fatled to operate substantially as set forth in an 
instrument of authorization, or (2) has failed to observe any of the restrictions and 
conditions of this Act or of a treaty ratified by the United States, or (3) has violated or 
Jailed to observe any rule or regulation of the Commission authorized by this Act, 
the Commission may institute a proceeding by serving upon such person an order to 
show cause why it should not cease and desist from such action. Said order shall 
contain a statement of the particulars and matters with respect to which the Commission 
as inquiring and shall call upon such person to appear before the Commission at a 
time and place therein stated, but in no event less than thirty days after receipt of such 
notice, and give evidence upon the matter specified in said order. If, after hearing, 
or a waiver thercof by such person, the Commission determines that a cease-and-desist 
order should issue, it shall make a report in writing stating the findings of the Com- 
mission and the grounds and reasons therefor and shall cause the same to be served 
on said person, together with such order. 

* * * + * * * 


MODIFICATION BY COMMISSION OF CONSTRUCTION PERMITS OR LICENSES 


Sec. 880. (a) Any station license granted under the provisions of this Act or the 
construction permit required thereby may be modified by the Commission either for a 
limited time cr for the duration of the term thereof, if in the judgment of the Commission 
such action will promote the public interest, convenience, and necessity, or the pro- 
visions of this Act or of any treaty ratified by the United States will be more fully 
complied with: Provided, That no such order of modification shall become final until 
the holder of such outstanding license or permit shall have been notified in writing of 
the proposed action and the grounds and reasons therefor, and shall have been given 
reasonable opportunity, in no event less than thirty days, to show cause by public 
hearing, if requested, why such order of modification should not issue: Provided, That 
where safety of life or property is involved, the Commission may by order provide for 
a shorter period of notice. 

(b) In any case where a hearing is conducted pursuant to the provisions of this sec- 
tion or section 312, both the burden of proceeding with the introduction of evidence and 
the burden of proof shall be upon the Commission. 


LIMITATIONS ON QUASI-JUDICIAL POWERS 


Src. 331. No license granted and issued under the authority of this Act for the 
operation of any radio station shall be modified by the Commission, except in the man- 
ner provided in section 330 (a) hereof, and no such license may be revoked, terminated, 
or otherwise invalidated by the Commission, except in the manner and for the reasons 
provided in section 812 (a) hereof. When application is made for renewal of an 
eexisting license, which cannot be disposed of by the Commission under the provisions of 
section 309 (a) hereof, the Commission shall employ the procedure specified in section 
309 (b) hereof, except that in any hearing subsequently held upon such application the 
burden of proceeding with the evidence and of substantiating the grounds and reasons 
specified by the Commission in the formal notice of hearing issued pursuant to section 
809 (b) hereof shall be upon the appropriate division established by the Commission 
under the provisions of section 5 (b) hereof or upon any party or parties who may 
oppose such renewal; but as a condition precedent to the renewal the Commission shall 
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affirmatively find that the public interest, convenience and necessity will be served by 
such renewal. Pending such hearing and final decision pursuant thereto the 
Commission shall continue such license in effect. 

* * OK * * x + 


Titte I1V—PrRocEDURAL AND ADMINISTRATIVE PROVISIONS 
[sURISDICTION TO ENFORCE ACT AND ORDERS OF COMMISSION] 
JURISDICTION TO ENFORCE ACT AND ORDERS OF COMMISSION; DECLARATORY ORDERS 


Sec. 401 
* * * . - * * 

(ec) The Commission is authorized, in its sound discretion and with like effect 
as in the case of other orders, to issue a declaratory order to terminate a controversy 
or remove uncertainty. Notwithstanding the provisions of section 5 (d) of the Act 
of June 11, 1946 (60 Stat. 239) declaratory orders shall be issued only upon the 
petition of, and after notice to and opportunity for hearing by, persons who are bona 
jide applicants for, or the holders of, construction permits or licenses, or otherwise 
subject to the jurisdiction of the Commission, and shall not bind or affect the rights of 
persons who are not parties to such proceedings. Such orders shall be available to 
declare rights and other legal relations arising under the provisions of any treaty 
ratified by the United States, under any provision of this Act, or under any order, 
rule, regulation, term, condition, limitation, or requirement issued, promulgated, or 
adopted by the Commission, whether or not involving failure to comply therewith. 





PROCEEDINGS TO ENFORCE OR SET ASIDE THE COMMISSION’S ORDERS—APPEAL 
IN CERTAIN CASES 


Sec. 402 [(a) The provisions of the Act of October 22, 1913 (38 Stat. 219), 
relating to the enforcing or setting aside of the orders of the Interstate Commerce 
Commission, are hereby made applicable to suits to enfores, enjoin, set aside, 
annul, or suspend any order of the Commission under this Act (except any order 
of the Commission granting or refusing an application for a construction permit 
for a radio station, or for a radio station lic2nse, or for renewal of an existing radio 
station license, or for modification of an existing radio station license, or suspend- 
ing a radio operator’s license **) and such suits are hereby authorized to be brought 
as provided in that Act. 

(b) An appeal may be taken, in the manner hereinafter provided, from decisions 
of the Commission to the Court of Appeals of the District of Columbia in any of the 
following cases: 

£(1) By any applicant for a construction permit for a radio station, or for a 
radio station license, or for renewal of an existing radio station license, or for 
modification of an existing radio station license, whose application is refused by 
the Commission. 

({(2) By any other person aggrieved or whose interests are adversely affected 
by any decision of the Commission granting or refusing any such application. 

{[(3) * By any radio operator whose license has been suspended by the 
Commission. 

[(c) Such appeal shall be taken by filing with said court within twenty days 
after the decision complained of is effective, notice in writing of said appeal and 
a statement of the reasons therefor, together with proof of service of a true copy 
of said notice and statement upon the Commission. Unless a later date is specified 
by the Commission as part of its decision, the decision complained of shall be 
considered to be effective as of the date on which public announcement of the 
decision is made at the office of the Commission in the city of Washington. The 
Commission shall thereupon immediately, and in any event not later than five 
days from the date of such service upon it, mail or otherwise deliver a copy of 
said notice of appeal to each person shown by the records of the Commission to 
be interested in such appeal and to have a right to intervene therein under the 
provisions of this section, and shall at all times thereafier permit any such person 
to inspect and make copies of the appellant’s statement of reasons for said appeal 
at the office of the Commission in the city of Washington. Within thirty days 
after the filing of said appeal the Commission shall file with the court the originals 
or certified copies of all papers and evidence presented to it upon the application 
or order * involved, and also a like copy of its decision thereon, and shall within 
thirty days thereafter file a full statement in writing of the facts and grounds for 
its decision as found and given by it, and a list of all interested persons to whom 
it has mailed or otherwise delivered a copy of said notice of appeal. 
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{(d) Within thirty days after the filing of said appeal any interested person 
may intervene and participate in the proceedings had upon said appeal by filing 
with the court a notice of intention to intervene and a verified statement showing 
the nature of the interest of such party, together with proof of service of true 
copies of said notice and statement, both upon appellant and upon the Commis- 
sion. Any person who would be aggrieved or whose interests would be adversely 
affected by a reversal or modification of the decision of the Commission com- 
plained of shall be considered an interested party. 

E(e) At the earliest convenient time the court shall hear and determine the 
appeal upon the record before it, and shall have power, upon such record, to enter 
a judgment affirming or reversing the decision of the Commission, and in event 
the court shall render a decision and enter an order reversing the decision of the 
Commission, it shall remand the case to the Commission to carry out the judg- 
ment of the court: Provided, however, That the review by the court shall be limited 
to questions of law and that findings of fact by the Commission, if supported by 
substantial evidence, shall be conclusive unless it shall clearly appear that the 
findings of the Commission are arbitrary or capricious. The court’s judgment 
shall be final, subject, however, to review by the Supreme Court of the United 
States upon writ of certiorari on petition therefor under section 240 of the Judicial 
Code, as amended by a, by the Commission, or by any interested party 
intervening in the appeal. 

(f) The court may, in its discretion, enter judgment for costs in favor of or 
against an appellant, and/or other interested parties intervening in said appeal, 
but not against the Commission, depending upon the nature of the issues involved 
upon said appeal and the outcome thereof.] (a) The provisions of the Act of June 
25, 1948 (62°Stat. 992), as amended, relating to the enforcing or settling aside of orders 
of the Interstate Commerce Commission are hereby made applicable to suits to enforce, 
enjoin, set aside, annul, or suspend any order of the Commission under this Act 
(except those appealable under the provisions of subsection (b) hereof), and such 
suits are hereby authorized to be brought as provided in that Act. In addition to the 
venues specified in that Act, sutts to enjoin, set aside, annul, or suspend, but not to 
enforce, any such order of the Commission may also be brought in the United States 
District Court for the District of Columbia. 

(b) Appeals may be taken from decisions and orders of the Commission to the 
United States Court of Appeals for the District of Columbia in any of the following 
cases: 

(1) By any applicant for any instrument of authorization required by this 
Act, or the regulations of the Commission made pursuant to this Act, for the 
construction or operation of apparatus for the transmission of energy, or com- 
comunications, or signals by radio, whose application is denied by the Com- 
mission. 

(2) By any applicant for the renewal or modification of any such instrument 
of authorization whose application is denied by the Commission, 

(3) By any party to an application for authority to assign any such instru- 
ment of authorization or to transfer control of any corporation holding such 
instrument of authorization whose application is denied by the Commission. 

(4) By any applicant for the permit required by section 325 of this Act whose 
application has been denied by the Commission or any permittee under said 
section whose permit has been revoked by the Commission. 

(5) By the holder of any instrument of authorization required by this Act, or 
the regulations of the Commission made pursuant to this Act, for the construction 
or operation of apparatus for the transmission of energy, or communications or 
signals by radio, which instrument has been modified or revoked by the Commis- 
sion. 

(6) By any other person who. is aggrieved or whose interests are adversely 
affected by any order of the Commission granting or denying any application 
described in paragraphs (1), (2), (8), and (4) hereof. 

(7) By any person upon whom an order to cease and desist has been served 
under section 312 (b) of this Act. 

(8) By any party to a proceeding under section 401 who is aggrieved or 
whose interests are adversely affected by a declaratory order entered by the Com- 
mission. 

_ (9) By any radio operator whose license has been suspended by the Commis- 
sion. 

(c) Such appeal shall be taken by filing a notice of appeal with the court within 


thirty days after the entry of the order complained of. Such notice of appeal shall 
contain a concise statement of the nature of the proceedings as to which the appeal is 
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taken: a concise statement of the reasons on which the appellant intends to rely, 
separately stated and numbered; and proof of service of a true copy of said notice and 
statement upon the Commission. Upon filing of such notice, the court shall have 
exclusive jurisdiction of the proceedings and of the questions determined therein and 
shall have power, by order, directed to the Commission or any other party to the appeal, 
to grant such temporary relief as it may deem just and proper. Orders granting tem- 
porary relief may be either affirmative or negative in their scope and application so as 
to permit either the maintenance of the status quo in the matter in which the appeal is 
taken or the restoration of a position or status terminated or adversely affected by the 
order appealed from and shall, unless otherwise ordered by the court, be effective 
pending hearing and determination of said appeal and compliance by the Commission 
with the final judgment of the court rendered in said appeal. 

(d) Upon the filing of any such notice of appeal the Commission shall, not later 
than five days after the date of service upon it, notify each person shown by the records 
of the Commission to be interested in said appeal of the filing and pendency of the same 
and shall thereafter permit any such person to inspect and make copies of said notice 
and statement of reasons therefor at the office of the Commission in the cily of Wash- 
ington. Within thirty days after the filing of an appeal, the Commission shall file 
with the court a copy of the order complained of, a full statement in writing of the facts 
and grounds relied upon by it in support of the order involved upon said appeal, and 
the originals or certified copies of all papers and evidence presented to and considered 
by it in entering said order. 

(e) Within thirty days after the filing of an appeal any interested person may inter- 
vene and participate in the proceedings had upon said appeal by filing with the court 
a notice of intention to intervene and a verified statement showing the nature of the 
interest of such party, together with proof of service of true copies of said notice and 
statement, both upon appellant and upon the Commission. Any person who would be 
aggrieved or whose interest would be adversely affected by a reversal or modification of 
the order of the Commission complained of shall be considered an interested party. 

(f) The record and briefs upon which any such appeal shall be heard and deter- 
mined by the court shall contain such information and material, and shall be prepared 
within such time and in such manner as the court may by rule prescribe. 

(g) At the earliest convenient time the court shall hear and determine the appeal 
upon the record before it in the manner prescribed by section 10 (e) of the Act of June 
11, 1946 (60 Stat. 243). 

(h) In the event that the court shall render a decision and enter an order reversing the 
order of the Commission, it shall remand the case to the Commission to carry out the 
judgment of the court and it shall be the duty of the Commission, in the absence of the 
proceedings to review such judgment, to forthwith give effect thereto, and unless other- 
wise ordered by the court, to do so upon the basis of the proceedings already had and the 
record upon which said appeal was heard and determined. 

(t) The court may, in its discretion, enter judgment for costs in favor of or against 
an appellant, or other interested parties intervening in said appeal, but not against the 
Commission. depending upon the nature of the issues involved upon said appeal and 
the outcome thereof. 

(j) The court’s judgment shall be final, subject, however, to review by the Supreme 
Court of the United States as hereinafter provided— 

(1) an appeal may be taken direct to the Supreme Court of the United States 
in any case wherein the jurisdiction of the court is invoked, or sought to be in- 
voked, for the purpose of reviewing any decision or order entered by the Com- 
mission in proceedings instituted by the Commission which have as their object 
and ag! ose the revocation of an existing license or any decision or order entered 
by the Commission in proceedings which involve the failure or refusal of the 
Commission to renew an existing license. Such appeal shall be taken by the 
filing of an application therefor or notice thereof within thirty days after the 
entry of the judgment sought to be reviewed, and in the event such an appeal is 
taken the record shall be made up and the case docketed in the Supreme Court 
of the United States within sixty days from the time such an appeal is allowed 
under such rules as may be prescribed. 

(2) in all other cases, review by the Supreme Court of the United States shall 
be upon writ of certiorari on petition oa under section 240 of the Judicial 
Code, as amended, by the appellant, by the Commission, or by any interested 
party intervening in the appeal, or by certification by the court pursuant to the 
provision of section 239 of the Judicial Code, as amended. 

* * * . * ~ 4‘ 
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[REHEARING BEFORE COMMISSION] 
REHEARINGS BEFORE COMMISSION 


Sec. 405. [After a decision, order, or requirement has been made by the Com- 
mission in any proceeding, any party thereto may at any time make application 
for rehearing of the same, or any matter determined therein, and it shall be lawful 
for the Commission in its discretion to grant such a rehearing if sufficient reason 
therefor be made to appear: Provided, however, That in the case of a decision, 
order, or requirement made under title III, the time within which application for 
rehearing may be made shall be limited to twenty days after the effective date 
thereof, and such application may be made by any party or any person aggrieved 
or whose interests are adversely affected thereby. Applications for rehearing shall 
be governed by such general rules as the Commission may establish. No such 
application shall excuse any person from complying with or obeying any decision, 
order, or requirement of the Commission, or operate in any manner to stay or 
sostpone the enforcement thereof, without the special order of the Commission. 

n case a rehearing is granted, the proceedings thereupon shall conform as nearly 
as may be to the proceedings in an original hearing, except as the Commission 
may otherwise direct; and if, in its judgment, after such rehearing and the con- 
sideration of all facts, including those arising since the former hearing, it shall 
appear that the original decision, order, or requirement is in any respect unjust 
or unwarranted, the Commission may reverse, change, or modify the same accord- 
ingly. Any decision, order, or requirement made after such rehearing, reversing, 
changing, or modifying the original determination, shall be subject to the same 

rovisions as an original order.] (a) After a decision, order, or requirement has 

een made by the Commission in any proceeding, any parity thereto, or any other 
person aggrieved or whose interests are adversely affected thereby, may petition for 
rehearing. Petitions for rehearing must be filed within thirty days from the eniry 
of any decision, order, or requirement complained of and except for those cases in 
which the decision, order, or requirement challenged is necessary for the maintenance or 
conduct of an existing service, the filing of such a petition shall automatically slay the 
effective date thereof until after decision on said petition. The filing of a petition for 
rehearing shall not be a condition precedent to judicial review of any such decision, 
order, or requirement, except where the party seeking such review was not a party to 
the proceedings resulting in such decision, order, or requirement, or where the party 
seeking such review relies on questions of fact or law upon which the Commicsion has 
been afforded no opportunity to pass. Rehearings shall be governed by such general 
rules as the Commission may establish: Provided, That, except for newly discovered 
evidence or evidence otherwise available only since the original taling of evidence, 
no evidence shall be taken on any rehearing. The time within which an appeal must 
be taken under section 402 (b) hereof shall be computed from the date upon which 
orders are entered disposing of all petitions for rehearing filed in any case, but any 
decision, order, or requirement made after such rehearing reversing, changing, or 
modifying the original determination shall be subject to the same provisions with re- 
spect to rehearing as an original order, 


~ * * * * * * 


GENERAL PROVISIONS RELATING TO PROCEEDINGS—WITNESSES AND DEPOSITIONS 


Sec. 409. (a) [Any member or examiner of the Commission, or the director of 
any division, when duly designated by the Commission for such purpose, may 
hold hearings, sign and issue subpenas, administero aths, examine witnesses, and 
receive evidence at any place in the United States designated by the Commission; 
except that in the administration of title III an examiner may not be authorized 
to exercise such powers with respect to a matter involving (1) a change of policy 
by the Commission, (2) the revocation of a station license, (3) new devices or 
developments in radio, or (4) a new kind of use of frequencies. In all cases heard 
by an examiner the Commission shall hear oral arguments on request of either 
party.] Notwithstanding the provisions of section 7 (a) of the Act of June 11, 1946 
(60 Stat. 241), all cases in which a hearing is required by the provisions of this Act 
or by other applicable provisions of law shall be conducted by the Commission or by 
one or more examiners provided for in section 11 of the Act of June 11, 1946 (60 Stat. 
244) designated by the Commission. The officer or officers presiding at any such 
hearing shall have the same authority and duties exercised in the same manner and 
subject to the same conditions specified in section 7 of that Act. 
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(b) Notwithstanding the provisions of section 8 of the Act of June 11, 1946 (60 
Stat. 242), the officer or officers conducting a hearing shall prepare and file an inter- 
mediate report. In all such cases the Commission shall permit the filing of exceptions 
to such intermediate report by any party to the proceeding and shall, upon request, hear 
oral argument on such exceptions before the entry of any final decision, order, or r 
ment. All decisions, including the intermediate report, shall become a part i 

i) 


, 
bh 


record and shall include a statement of (1) findings and conclusions, as well as the 
basis therefor, upon all material issues of fact, law, or discretion, presented on the 
record; and (2) the appropriate decision, order, or requirement. 

(c) Notwithstanding the provisions of section & (c) of the Act of June 11, 1946 
(60 Stat. 289), no officer conducting a hearing pursuant to (a) and (b) hereof shall, 
except to the extent required for the disposition of ex parte matters as authorized by 
law, consult any person or party on any fact or question of law in issue, unless upon 
notice and opportunity for all parties to participate; nor shall such officer be responsible 
to or subject to the supervision or direction of any other person engaged in the per- 
formance of investigative, prosecuting, or other functions for the Com» ion or any 
other agency of the Government. No person or persons engaged in the performance 
of investigative or prosecuting functions for the Commission or for any other agency 
of the Government shall participate or advise in the proceedings described in (a) 
and (b) hereof, except as a witness or counsel in public proceedings. The Commission 
shall not employ attorneys or other persons for the purpose of reviewing transcripts 
or preparing intermediate reports of final decisions, except that this shall not apply 
to the review staff provided by subsection 5 (b) and to legal assistants assigned separately 
to a Commission member who may, for such Commission member, review such 
transcripts and prepare such drafis. No intermediate report shall be reviewed either 
before or after its publication by any person other than a member of the Commission 
or his legal assistant, as above provided, and no examiner, who conducts a hearing, 
shall advise or consult with the Commission with respect to his intermediate report or 
with respect to exceptions taken to his findings, rulings, or recommendations. 

[£(b)J (d) For the purposes of this Act the Commission shall have the power 
to require by subpena the attendance and testimony of witnesses and the pro- 
duction of all books, papers, schedules of charges, contracts, agreements, and 
documents relating to any matter under investigation. Witnesses summoned 
before the Commission shall be paid the same fees and mileage that are paid 
Witnesses in the courts of the United States. 

£(c)] (e) Such attendance of witnesses, and the production of such documen- 
tary evidence, may be required from any place in the United States, at any designated 
place of hearing. And in case of disobediance to a subpena the Commission, or 
any party to a proceeding before the Commission, may invoke the aid of any 
court of the United States in requiring the attendance and testimony of witnesses 
and the production of books, papers, and documents under the provisions of this 
section. 

L(d)] (f) Any of the district courts of the United States within the jurisdiction 
of which such inquiry is carried on may, in case of contumacy or refusal to obey 
a subpena issued to any common carrier or licensee or other person, issue an 
order requiring such common carrier, licensee, or other person to appear before 
the Commission (and produce books and papers if so ordered) and give evidence 
touching the matter in question; and any failure to obey such order of the court 
may be punished by such court as a contempt thereof. 

(e)} (g) The testimony of any witness may be taken, at the instance of a 
party, in any proceeding or investigation pending before the Commission, by 
deposition, at any time after a cause or proceeding is at issue on petition and 
answer. The Commission may also order testimony to be taken by deposition 
in any proceeding or investigation pending before it, at any stage of such pro- 
ceeding or investigation. Such depositions may be taken before any judge of 
any court of the United States, or any United States commissioner, or any clerk 
of a district court, or any chancellor, justice, or judge of a supreme or superior 
court, mayor, or chief magistrate of a city, judge of a county court, or court of 
common pleas of any cf the United States, or any rotary public, not being of 
counsel or attorney to either of the parties, nor interested in the event of the 
proceeding or investigation. Reasonable notice must first be given in writing 
by the party or his attorney proposing to take such deposition to the opposite 
party or his attorney of record, as either may be nearest, which notice shall state 
the name of the witness and the time and place of the taking of his deposition. 
Any person may be compelled to appear and depose, and to produce documentary 
evidence, in the same manner as witnesses may be compelled to appear and 
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testify and produce documentary evidence before the Commission, as herein- 
before provided. 

[L(f)] (4) Every person deposing as herein provided shall be cautioned and 
sworn (or affirm, if he so request) to testify the whole truth, and shall be carefully 
examined. His testimony shall be reduced to writing by the magistrate taking 
the deposition, or under his direction, and shall, after it has been reduced to 
writing, be subscribed by the deponent. 

[(g)] (@) Ifa witness whose testimony may be desired to be taken by deposition 
be in a foreign country, the deposition may be taken before an officer or person 
designated by the Commission, or agreed upon by the parties by stipulation in 
writing to be filed with the Commission. All depositions must be promptly filed 
with the Commission. 

{[(h)] (9) Witnesses whose depositions are taken as authorized in this Act, and 
the magistrate or other officer taking the same, shall severally be entitled to the 
same fees as are paid for like services in the courts of the United States. 

[(i)] (&) No person shall be excused from attending and testifying or from 
producing books, papers, schedules of charges, contracts, agreements, and docu- 
ments before the Commission, or in obedience to the subpena of the Commission, 
whether such subpena be signed or issued by one or more Commissioners, or in 
any cause or proceeding, criminal or otherwise, based upon or growing out of 
any alleged violation of this Act, or of any amendments thereto, on the ground or 
for the reason that the testimony or evidence, documentary or otherwise, required 
of him may tend to incriminate him or subject him to a penalty or forfeiture; 
but no individual shall be prosecuted or subjected to any penalty or forfeiture 
for or on account of any transaction, matter, or thing concerning which he is 
compelled, after having claimed his privilege against self-incrimination, to testify 
or produce evidence, documentary or otherwise, except that any individual so 
testifying shall not be exempt from prosecution < punishment for perjury 
committed in so testifying. 

£G)] (© Any person who shall neglect or refuse to attend and testify, or to 
answer any lawful inquiry, or to produce books, papers, schedules of charges, 
contracts, agreements, and documents, if in his power to do so, in obedience to 
the subpena or lawful requirement of the Commission, shall be guilty of a mis- 
demeanor and upon conviction thereof by a court of competent jurisdiction shall 
be punished by a fine of not less than $100 nor more than $5,000, or by imprison- 
ment for not more than one year, or by both such fine and imprisonment. 

* . * * * - > 


REMEDIES IN THIS ACT NOT EXCLUSIVE 


Sec. 414. Nothing in this Act contained shall in any way abridge or alter the 
remedies now existing at common law or by statute, but the provisions of this Act 
are in addition to such remedies. 

Except as specifically provided in this Act the provisions of the Act of June 11, 1946 
(60 Stat. 237) shall apply in all proceedings under this Act. 

* * * * * * * 
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“PREVENTING UNAUTHORIZED PARKING ON POST 
OFFICE PROPERTY 


Marcu | (legislative day, January 29), 1951.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany §&. 618] 


The Committee on Post Office and Civil Service, to whom was 


referred the bill (S. 618) to prohibit the parking of vehicles upon any 
property owned by the United States for postal purposes, having con- 
sidered the same, report favorably thereon with an amendment, and 
recommend that the bill as amended do pass. 


STATEMENT 


In some instances the handling of mail in and out of post-office 
buildings has been impeded by unauthorized parking of motor vehicles 
on Government-owned property used for postal purposes. It is the 
purpose of S. 618 to put the public on notice that vehicles cannot be 
left on such property without the consent of the postmaster or duly 
authorized postal employee. 

The Post Office Department has not experienced serious difficulty in 
controlling such violations on the local level as to leased property 
but there has been difficulty in securing local police cooperation as to 
Government-owned property, since the State and municipal courts 
have no jurisdiction if the parking is a Federal offense. 

This bill places the public on notice that such unauthorized parking 
is a violation of this act, punishable in the United States district court 
with a fine not in excess of $25. The bill requires that before the 
penalty of the act shall be invoked signs must be placed on the prop- 
erty calling attention to the fact that it is Government property and 
that unauthorized parking on the same is in violation of a Federal 
statute. There is a similar law in the District of Columbia (56 Stat. 
93; D. C. Code, 1940, Sup. VI, title 40, secs. 810 and 811). 

The bill does not empower the postmaster or other postal officials 
to act as law-enforcement officers but authorizes and empowers the 
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Postmaster General to promulgate such rules and regulations as are 
necessary to carry out the provisions of the act. 

Attached herewith is a letter from the Postmaster General request- 
ing such legislation and giving reasons why such is needed. The 
Bureau of the Budget interposes no objection to this legislation. 


AMENDMENT 


The purpose of the amendment is to clearly restrict the penalty 
imposed in this act to Government owned property used for postal 
purposes and which is under the custody and control of the Postmaster 
General. 

The amendment also makes it mandatory that the property so 
used shall be clearly marked by signs erected on the property calling 
attention to fact that unauthorized parking on said property is in 
violation of this act. 


OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., January 10, 1950. 
Hon. ALBEN W. BarRKLEY, 
President of the United States Senate. 


Dear Mr. PresipENT: I am submitting herewith, for consideration by the 
Congress, proposed legislation to prohibit the parking of vehicles upon any 
property owned by the United States for postal purposes. 

In the development of plans for Federal post-office buildings, it has been the 
practice of this Department to provide driveways of sufficient area for use in the 
maneuvering and temporary parking of mail-handling vehicles only. Parking 
of privately owned vehicles of postal employees or other occupants of the Federal 
building is permitted only when there is no interference with the operation of 
mail-handling vehicles. However, in a number of communities where buildings 
were erected prior to the adoption of this policy, there is an excess of driveway, 
and the postmasters have been harassed and a difficult situation has developed, 
as residents of the local communities, claiming the right as taxpayers and as 
citizens, demand and use such parking space for their private business. Such 
space has been used not only by those attending night movies, but also for all- 
night parking, and to such an extent that the driveways have been so cluttered 
in the early morning hours that mail-handling vehicles cannot have access to the 
loading platforms. ‘“‘No Parking’ signs are without effect, and have been 
carried away, and even chain barriers at the driveway entrances have been 
removed and destroyed. 

In some instances the local police have been cooperative, but in other instances 
the city authorities have instructed the officers to refuse aid on the ground that 
they have no jurisdiction over Federal property. 

The act of January 15, 1942 (56 Stat. 5), entitled ‘‘An act to prohibit parking 
of vehicles upon public or private property in the District of Columbia without 
the consent of the owner of such propertv’’, made it unlawful to park vehicles on 
Government property in the District of Columbia without permission. This law 
authorized the impounding of such vehicles and prescribed a penalty of not more 
than $25 for violations of the law. However, there is no similar law of general 
applicability outside the District of Columbia. 

It is imperative that postal trucks have free ingress and egress to postal prop- 
erty so that the mails will not be delayed. The parking of private vehicles on 
Government property used for postal purposes interferes with the movement of 
postal trucks. It is believed that this situation would be remedied through the 
enactment of the measure submitted herewith. 

This Department has been advised by the Bureau of the Budget that there 
would be no objection to the presentation of this draft bill to the Congress for its 
consideration. 

Sincerely yours, 
J. M. Donatpson, 
Postmaster General. 


O 
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; Pastore, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 
{To accompany S. 216] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 216) to amend section 631b of title 5, United 
States Code, by adding a new subsection, to be cited as subsection (c), 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


STATEMENT 


This legislation would confer a classified civil-service status upon 
secretaries and law clerks to justices and judges of the Supreme Court 
and other courts of the United States, provided that such employees 
are separated from their posts involuntarily, without prejudice, after 
having served 4 years, and provided further that the employee obtains 
a transfer from his or her position with the justice or judge within 
1 year. The proposed legislation does not impair any right of retrans- 
fer provided for under civil-service laws or regulations. Before obtain- 
ing such a civil-service status the employee must pass a noncompetitive 
examination prescribed by the United States Civil Service Commission. 

The act applies to secretaries and law clerks to justices and judges 
of the United States. Under the definition set out in section 451 of 
title 28, United States Code (62 Stat. 907), this would include the 
following courts: United States Supreme Court, United States courts 
of appeal, the United States district courts, including the District 
Courts of the United States for the Districts of Hawaii and Puerto 
Rico, the Court of Claims, the Court of Customs and Patent Appeals, 
the Customs Court, and any court created by act of Congress the 
judges of which are entitled to hold office during good behavior. 
Courts in which the judges serve a fixed term such as the Municipal 

Yourt of Appeals and the Municipal Court of the District of Columbia 
and some Territorial courts, would not be affected. 
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This legislation is urged by the Judicial Conference of the United 
States, which conference points out that only the secretaries and law 
clerks of 305 justices or judges would be affected, assuming that such 
employees in offices of all of these 305 judges were involuntarily sep- 
arated at the same time and, of course, assuming that such employees 
could otherwise qualify. It is the expressed opinion of the Judicial 
Conference that only a small proportion of such employees would seek 
the benefits of the act, and in this opinion the committee concurs. 

This measure is designed to give the same privilege as was given to 
certain legislative employees under Public Law 880 of the Seventy- 
9 Congress (54 Stat. 1213, sec. 2 (b)), which reads, in part, as 

ollows: 


That from and after the effective date of this Act any person who shall have 
served for four years as a secretary, clerk, or assistant clerk to a Senator, Repre- 
sentative, Delegate, or Resident Commissioner, or as a clerk or assistant clerk to 
a standing committee of the Senate or House of Representatives, or as a clerical 
employee of the Senate or House of Representatives, and whose separation from 
the service is involuntary and without prejudice, shall acquire, upon passing such 
suitable noncompetitive examination as the Civil Service Commission may pre- 
scribe, a classified civil-service status for transfer to a position in the classified 
civil service notwithstanding any contrary provisions of the civil-service laws or 
regulations: Provided, That any individual who may hold such a position in the 
legislative branch must obtain such transfer within one year from the date of sep- 
aration, and nothing in this Act shall be construed to impair any right of retransfer 
provided for under civil-service laws or regulations made thereunder. 

The committee feels that upon grounds of comity the relatively 
small number of secretaries and clerks in the offices of justices and 
‘judges of the said courts should have the same privilege now enjoyed 
by a much larger number, who are legislative employees, under Public 
Law 8&0 of the Seventy-sixth Congress. 

Secretaries and law clerks of justices and judges of the United 
States courts are appointed by the judges themselves, and such em- 
ployees do not have civil-service status. Most of these secretaries 
and some of the law clerks serve long periods with the justice or judge, 
in many cases such service corresponding with the term of the judge. 
Upon the death, resignation, or retirement of the jurist in question, 
the employee is frequently in an unfortunate position, without reem- 
ployment rights in the Government but faced with the necessity of 
seeking active employment at an age when placement in industry or 
business is not easy. Added to this is the fact that the employee has 
acquired, in many instances, valuable experience and training which 
can be utilized by the executive branch of the Government to ad- 
vantage. The situation with reference to law clerks is somewhat 
different in that the usual though not universal practice is for judges 
to keep their law clerks over shorter periods, some jurists employing 
young men fresh from the law schools, with frequent turn-over. Of 
course, these would not be affected unless their tenure was four or 
more years. So, the effect of the legislation is to make it more ap- 
plicable to secretaries than law clerks. 

It is impossible to make an accurate statement as to the number 
affected or the exact cost or saving, but it is reasonable to say that the 
enactment of this legislation will not effect additional cost to the Gov- 
ernment and possibly effect a small saving through the reemployment 
of tecltnically trained personnel in the judicial field. 

No report has been received on S. 216 from any Federal agency, 
but on a similar but not identical bill in the Eighty-first Congress 
(S. 549), designed to accomplish the same objective, the report of the 
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Civil Service Commission was adverse on the ground that it was an 
invasion of the merit system and that of the Director of the Budget, 
while noncommittal, called attention to the comity that would exist 
with the enactment of this legislation with the privilege now given 
to legislative employees. The Comptroller General reported favor- 
ably on S. 549, Eighty-first Congress. 


CHANGES IN EXISTING LAW 


In compliance with the amendment to Rule X XIX of the Standing 
Rules of the Senate set forth in Senate Resolution 95, Eighty-first 
Congress, first session, changes in existing law made by the bill (S. 216) 
as reported are shown as follows: (New matter is printed in italics; 
existing law in which no change is proposed is shown in roman.) 


AN ACT Extending the classified executive civil service of the United States (Public Law 880, 76th Cong., 
approved November 26, 1940, 54 Stat. 1211, as amended; 5 U.S. C., see. 631b) 


Sec. 2, (a) The incumbent of any office or position which is covered into the 
classified civil service under the provisions of section 1 of this Act shall not thereby 
acquire a classified civil-service status, except (1) upon a finding by the Civil 
Service Commission on the basis of the personal record of the incumbent that 
such incumbent has served with merit for not less than six months immediately 
prior to the date such office or position was covered into the classified civil service; 
and (2) upon passing such suitable noncompetitive examination as the Commis- 
sion may prescribed: Provided, That any such incumbent shall be given only one 
such noncompetitive examination: Provided further, That any such incumbent 
who fails to pass the noncompetitive examination provided in his case shall be 
separated from the service not later than six months after the Commission advises 
the appointing officer that such employee has failed. 

The appointment of any person occupying any position covered into the 
apportioned civil service in the District of Columbia under the provisions of 
section 1 of this Act shall be charged to the apportionment of his State. As 
used in this section, ‘‘State’’ includes a Territory and the District of Columbia. 

(b). That from and after the effective date of this Act, any person who shall 
have served for four years as a secretary, clerk, or assistant clerk to a Senator 
Representative, Delegate, or Resident Commissioner, or as a clerk or assistant 
clerk to a standing committee of the Senate or House of Representatives, or as a 
clerical employee of the Senate or House of Representatives, and whose separa- 
tion from the service is involuntary and without prejudice, shall acquire, upon 
passing such suitable noncompetitive examination as the Civil Service Commis- 
sion may prescribe, a classified civil-service status for transfer to a position in the 
classified civil service notwithstanding any contrary provisions of the civil-service 
laws or regulations: Provided, That any individual who may hold such a position 
in the legislative branch must obtain such transfer within one year from the 
date of separation, and nothing in this Act shall be construed to impair any 
right of retransfer provided for under civil-service laws or regulations made 
thereunder. In the case of an individual who shall have held such a position in 
the legislative branch for at least two years and who shall have been separated 
from such position for the purpose of entering the military or naval service, such 
individual shall be deemed, for the purposes of this subsection, to have held such 
position during the period within which he shall have served in the military or 
naval forces. 

(c) From and after the date of approval of this Act, any person who shall have 
served for four years as a secretary, law clerk, or secretary and law clerk, to any 
justice or judge of the United States, and whose separation from the service is invol- 
untary and without prejudice, shall acquire, upon passing such suitable noncom- 
petitive examination as the Civil Service Commission may prescribe, a classified 
civil-service status for transfer to a position in the classified civil service, notwith- 
standing any contrary provisions of the civil-service laws or regulations; but any 
individual who may hold such a position in the judicial branch must obtain such a 
transfer within one year from the date of separation and nothing in this Act, as 
amended (U.S. C., 1946 ed., title 5, secs. 631a, 631b, 632, 635, 669, 681-684), shall 
be construed to impair any right of retransfer provided for under civil-service laws 
or regulations made thereunder. 
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*. Basrore, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 
[To accompany 8. 353] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 353) to amend section 2 of the act entitled “An 
act to provide for the compiling and publishing of the Official Register 
of the United States,” approved August 28, 1935 (49 Stat. 957; 5 
U. S. C. 654), to provide a mandatory date for publication of the 
Official Register of the United States, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

STATEMENT 


The Government Printing Office estimates that the Official Register 
for 1950, which is compiled and edited from data furnished by the 
agencies and commissions as of May 1 of each year, will not be printed 
before March 15 of this year. 

This means that the information contained in the Official Register 
is almost 11 months old before Members of Congress have access to 
its usefulness. 

The committee is of the opinion that if the Official Register is to 
be published it should be completed by December 31 of each year. 
Such a mandatory date would still give the Civil Service Commission 
8 months for compilation, editing, and printing. 


CHANGES IN EXISTING LAW 


In compliance with the amendment to rule XXIX of the Standing 
Rules of the Senate set forth in Senate Resolution 95, Eighty-first 
Congress, first session, changes in existing law made by the bill (S. 
353) as reported are shown as follows (existing law proposed to be 
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omitted is enclosed in black brackets; new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 


AN AOT To provide for the compiling and publishing of the Official Register of the United States [Public 
Law 387, 74th Cong., approved August 28, 1935 (49 Stat. 957; 5 U. 5. C. 654] 


Sec. 2. To enable the United States Civil Service Commission to compile and 
publish the Official Register of the United States [as early as practicable after 
the first of June] on or before December 31 of each year, the Exectitive Office, the 
legislative and judicial branches of the Government, the Commissioners of the 
District of Columbia, and the head of each executive department, independent 
office, establishment, and commission of the Government shall, as of the Ist day 
of May of each year, beginning with May 1, 1936, supply to the United States 
Civil Service Commission the data required by this Act, upon forms approved 
and furnished by the Commission, in due time to permit the publication of the 
Official Register as herein provided; and no extra compensation shall be allowed 
to any officer, clerk, or employee of the United States Civil Service Commission 
for compiling the Official Register. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


(To accompany 8S. 364) 


The Committee on the Judiciary, to which was referred the bill 
(S. 364) for the relief of Mrs. Suzanne Wiernik and her daughter, 
Genevieve, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Suzanne Wiernik and her minor daughter, 
Genevieve. Provision is made for appropriate quota deductions and 
for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are mother and daughter, 36 and 13 
years of age, respectively. The mother is a native of Poland but 
claims French citizenship through her husband who is now deceased. 
The daughter is a native and citizen of France. They last entered 
the United States as visitors on July 16, 1948, and are presently 
residing with, and being supported by, an uncle who is a United 
States citizen living in Paterson, N. J. It is stated that the bene- 
ficiaries of the bill are the sole survivors of a family of approximately 
60 people in Europe, lost either in the war or in the pogrom in Poland. 

A letter dated December 15, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
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General with reference to S. 1110, which was a bill introduced in the 
Eighty-first Congress for the relief of the same aliens, reads as follows: 


DEcEMBER 15, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1110) for the relief of Suzanne 
Wiernik and her daughter, aliens. 

The bill would provide that Mrs. Suzanne Wiernik and her daughter, Gene- 
vieve, shall be considered to have been lawfully admitted to the United States 
for permanent residence as of July 16, 1948, upon the payment by them of the 
required head taxes and visa fees. It would also direct the Secretary of State 
to instruct the quota-control officers to deduct one number from the nonprefer- 
ence category of the first available immigration quota for nationals of Poland and 
one number from the nonpreference category of the first available immigration 
quota for nationals of France. 

The files. of the Immigration and Naturalization Service of this Department 
disclose that Sura Brandia Wiernik, nee Citron, also known as Suzanne Wiernik, 
is a native of Poland, having been born in Checiny in that country on February 
26, 1914. She claims French citizenship through marriage to her husband, who 
is deceased. Her daughter, Genevieve, is a native and citizen of France, having 
been born in Paris on January 11, 1938. They arrived in the United States at 
the port of New York on July 16, 1948, when they were admitted as visitors under 
section 3 (2) of the Immigration Act of 1924 for a temporary period of 3 months. 
They have remained here longer than permitted under the terms of their admis- 
sion but proceedings to enforce their departure from this country were ordered 
deferred pending consideration of this bill. 

The files further reflect that the aliens are residing with Mr. and Mrs. Joseph 
Citron of Patterson, N. J., Mr. Citron being the uncle of Mrs. Wiernik. Mr. 
Citron stated that he is a naturalized citizen and a merchant by occupation, and, 
further, that he is willing and able to guarantee the aliens’ support and insure 
that they will not become public charges. He is presently supporting them, but 
Mrs. .Wiernik stated that she is a seamstress by occupation. 

The quota of Poland, to which the aliens are chargeable, is oversubscribed 
for several years and quota immigration visas are not readily obtainable. While 
the bill provides for the deduction of one number from the French quota, it is 
noted that, although the daughter was born in France, she is under 21 years of age 
and was accompanied by her mother, who was not born in the United States. 
Therefore, under section 12 (a) of the Immigration Act of 1924, her nationality is 
determined by the country of the birth of her mother, which is Poland. The 
record, however, fails to present considerations justifying the enactment of special 
legislation granting them a preference over the many other aliens in Poland and 
other foreign countries who are awaiting an opportunity to come to this country 
for permanent residence. 

Accordingly, this Department is unable to recommend enactment of this 
measure. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator H. Alexander Smith, the author of the bill, has submitted 
the following information in connection with the case: 


Unitep States SENATE, 
March 25, 1949. 
The Honorable Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator McCarran: In reply to your letter of March 9 relative to 
Senate bill, S. 1110, which I introduced in behalf of Mrs. Suzanne Wiernik and 
her daughter, Genevieve, age 11, Polish nationals, enclosed you will find, in 
duplicate, the information which you requested I forward to the Senate Judiciary 
Committee. 
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I am sincerely and deeply interested in being of aid to this unfortunate woman 
and her daughter, and I would be very grateful for all possible consideration which 
the Judiciary Committee may extend to this humanitarian legislation. 

Always cordially yours, 
H. ALEXANDER SMITH. 


1. I, Mrs. Suzanne Wiernik, age 34, was born in Poland and went to France 
in 1931. I married Mr. Wiernik in France, lived in Paris, where our daughter 
Genevive, now age 11, was born. 

My husband became a French citizen, served in the French Army, and was 
killed in action during the war. I continued to live in Paris and when the Ger- 
man Army came, after my husband was killed, I was separated from my child 
for 1% years, and I had to remain hidden during that time so as not to be cap- 
tured by the Germans for slave labor. 

2. My daughter and I arrived in the United States via a visitor’s visa on July 
16, 1948. The visa was for a period of 6 months, and it has been extended for 
an additional 6 months. 

I am now living with my uncles, Joseph and Isidore Citron of 403 East Twenty- 
sixth Street, Paterson, N. J. They are very well-to-do merchants and have been 
in the haberdashery business in Paterson, N. J., for the last 30 years. 

I am the last member of my family in Europe. We had a total of approximately 
60 in our family abroad all of whom have been lost either during the war, or in the 
pogrom in Poland, and I am the only one left. 

3. I am dependent upon my uncles for support as advised above. However, 
there is no financial problem involved as both my uncles have means and large 
homes, and I am not in any way interfering with any American citizen’s efforts 
to find housing. 

4. I am not engaged in any activities, political or otherwise, which would be 
injurious to the American public interest. 

5. I have never been convicted of any criminal offense. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 364) should be enacted. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany §. 822] 


The Committee on the Judiciary, to which was referred the bill 
(S. 822) for the relief of Mrs. Robert M. Sternberg, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial bar to admission into 
the United States on behalf of the Japanese wife of a citizen of the 
United States presently employed by the United States Army in 
Japan. 

STATEMENT OF FACTS 


The beneficiary of the bill is a native and citizen of Japan presently 
residing in Japan with her husband, Robert M. Sternberg, who is a 
citizen of the United States. Mr. Sternberg is employed in a civilian 
capacity by the Army in Tokyo, Japan, and without the waiver pro- 
vided for in the bill the beneficiary of the bill will be unable to return 
to the United States with her citizen husband. 

A letter dated December 13, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3825, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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DecEMBER 13, 1950, 
Hon. Par McCaRRan, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3825) for the relief of Mrs. Robert 
M. Sternberg, an alien. 

The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended, shall not hereafter apply to Mrs. Robert M. Sternberg 
(Hanae Sano), Japanese wife of Robert M. Sternberg, an American citizen, and 
that Mrs. Sternberg may be permitted to enter the United States as a nonquota 
immigrant for permanent residence. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Sternberg, nee Hanae Sano, is a native and citizen of Japan. 
She is presently residing in Japan with her husband. According to Dr. Morton 
Sternberg, her father-in-law, who resides in New York City, the alien comes from 
a good family, is well-educated, and prior to her marriage was an instructor in 
music in Tokyo, Japan. Dr. Sternberg stated that his son, the alien’s husband, 
was born in Brooklyn, N. Y., on February 23, 1922, and that he attended 
New York University and Ohio State University. He further stated that his 
son served in the United States Maritime Service as a radio operator between 
1944 and 1946, and that during the recent war he was rejected by both the Army 
and Navy because of a defective knee. Dr. and Mrs. Sternberg stated that their 
son is presently employed in a civilian capacity by the Army in Tokyo, inspecting 
radio repair shops engaged in repairing Army equipment. They also stated that 
the alien’s parents are deceased, her father having been killed during a bombing 
raid on Tokyo. 

Mrs. Robert Sternberg, being of the Japanese race, is ineligible for naturaliza- 
tion under section 303 of the Nationality Act of 1940, and therefore inadmissible 
to the United States for permanent residence under section 13 (c) of the Immi- 
gration Act of 1924 (8 U. S. C. 213 (c)). In the absence of general or special 
legislation she may not be admitted to this country for permanent residence. 
The bill as drafted, however, would not only exempt her from the excluding pro- 
vision in section 13 (c), but by permitting her to enter this country as a nonquota 
immigrant for permanent residence would also paar her from the necessity of 
one eee the usual documents required of aliens desiring to enter the United 

tates for permanent residence. It would appear that this objection might be 
overcome if the bill were amended by striking out the comma after the word 
“citizen”’ in line 9 and inserting a period in lieu thereof and striking out all after 
that period. 

Whether the bill in the suggested amended form should be enacted presents a 
question of legislative policy concerning which this Department prefers not to 
make any recommendation. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Senator Herbert H. Lehman, the author of the bill, has submitted 
the following information in connection with the case: 
As required by the Senate Judiciary Committee the following information 


concerning Hanae Sano, a Japanese national seeking relief through the introduc- 
tion of a private bill is herewith respectfully submitted: 


Question 1. The circumstances surrounding the entry of the person to the United 
States. 
She is married to one Robert M. Sternberg, an American citizen, who desires 
to return to the United States and make his home there with his wife. 
Question 2. The present activities of such person. 
At the present time person concerned is a housewife in Tokyo, Japan. 
Question 8. How such person is presently earning a living, or whether dependent on 
some other person for support. 


At present depending for support on husband, Robert M. Sternberg, radio 
instructor at Eighth Army Signe! Corps School, Keio University, Hiyoshi, Japan. 
Husband earns approximately $4,000 per annum. 
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Question 4. Whether or not such person is engaged in any activities, political or 
otherwise, injurious to the American public interest. 


Person is not engaged in any activities, political or otherwise, injurious to the 
American public interest. 


Question 5. Has such person been convicted of an offense under any Federal or 
State law. 


Person has never been convicted of an offense under any Federal or State law 


The person’s maiden name was Hanae Sano. Sano is the family name and the 
foregoing is written American fashion of given name first. Japanese style would 
have it Sano Hanae. Since her marriage she has used the name Betty Sternberg. 
Betty is not a legel name although her husband has used it for income-tax returns. 

I have known the applicant Hanae Sano for 4% years and have personal knowl- 
edge that the foregoing information is true. 

Dated this day of May 15, 1950, at Tokyo, Japan. 


UsHer M. Go.upRrina, 
Tokyo Manager for Moalem Co., Ltd. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 822) should be enacted. 
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. McCarran, from the Committee on the Judiciary, submitted 
: the following 


REPORT 


[To accompany H. R. 2070] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2070) for the relief of Geraldine L. Smith, mother and natural 
guardian of Thomas Clayton Smith, a minor, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the sum of $500 
to Geraldine L. Smith, mother and natural guardian of Thomas 
Clayton Smith, a minor, of St. Paul, Minn., in full settlement of all 
claims against the United States for personal injuries sustained by the 
said Thomas Clayton Smith when he was struck by a United States 
Army vehicle at St. Paul, Minn., in 1943, and for reimbursement of 
hospital and medical expenses incurred by reason of such injuries. 


STATEMENT 


On the afternoon of April 19, 1943, a soldier, without authority, 
took an Army reconnaissance car from Fort Snelling, Minn., and 
drove it into the city of St. Paul, Minn. At about 7:35 p. m. on the 
same date he was driving the car along Seventh Street in St. Paul at 
a speed of approximately 45 miles an hour. Three other enlisted men 
were riding in the vehicle as passengers. A struggle for the steering 
wheel took place between the driver of the car and the soldier who 
was riding beside him on the front seat (who apparently was in an 
advanced state of intoxication), as a result of which the car mounted 
the curb on the right-hand side of the street and struck Thomas 
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Clayton Smith, then 3 years of age. The boy’s right foot was in 
some manner caught in the right front wheel of the Army car and the 
tip of his shoe and flesh from two of his toes were found pressed between 
the wheel rim and the tire casing. He also sustained contusions of 
the left cheek and the left upper lip. The records of the Department 
of the Army show that for the treatment of the above described 
injuries medical and hospital expenses were incurred in the aggregate 
amount of $41.35 ($23.35, amount of bill of Ancker Hospital, St. Paul, 
Minn.; and $18, fee of Dr. Cecil A. Warren, St. Paul). The evidence 
shows that the bill of the Ancker Hospital in the amount of $23.35 
was paid by the American Red Cross on September 7, 1943. 

The Department of the Army states in its report, dated February 9, 
1950, that— 


the evidence in this case clearly establishes that the injury sustained by Thomas 
Clayton Smith was not caused by any fault or negligence on his part but was 
caused solely by the negligence of the two soldiers occupying the front seat of the 
Army vehicle at the time of the accident. Inasmuch, however, as the two soldiers 
in question were using the vehicle without authority and, therefore, were not at 
the time acting within the scope of their employment as soldiers, there is no legal 
basis for a claim against the United States by Geraldine L. Smith, as mother and 
natural guardian of this boy. Nevertheless, in view of the circumstances in this 
case, and since the child’s injury was not caused by any fault or negligence on his 
part, the Department of the Army would have no objection to the enactment of 
H. R. 5109 if it should be amended to grant an award to the claimant in an amount 
not exceeding $500, which, it is believed, would constitute a fair and reasonable 
settlement of this claim. 

A similar bill of the Eighty-first Congress, H. R. 5109, was not 
reported favorably to the Senate for the reason that the Army person- 
nel involved were acting outside the scope of their authority. 

Further attention has been given to the report of the Department 
of the Army on H. R. 5109 wherein the Army concludes that payment 
could reasonably be made in the sum of $500 on the basis of equitable 
and moral responsibility of the Government. 

After careful consideration, the committee is constrained to agree 
with the conclusions reached by the Department of the Army and 
recommends that favorable consideration be given to H. R. 2070. 

Attached and made a part of this report are the above referred to 
report from the Department of the Army and pertinent affidavits. 





DEPARTMENT OF THE ARMY, 
Washington, D. C., February 9, 1950. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CeLueER: Reference is made to your letter enclosing a copy of H. R. 

5109, Eighty-first Congress, a bill for the relief of Thomas Clayton Smith, and 
requesting a report on the merits of the bill. 
» This bill would authorize and direct the Secretary of the Treasury ‘‘to pay, 
out of any money in the Treasury not otherwise appropriated, to Geraldine L. 
Smith, mother and natural guardian of Thomas Clayton Smith, a minor, of Saint 
Paul, Minnesota, the sum of $2,500 * * * in full settlement of all claims 
against the United States (1) for compensation for personal injuries sustained 
by the said Thomas Clayton Smith when he was struck by a United States Army 
vehicle at Saint Paul, Minnesota, in 1943, and (2) for reimbursement of hospital 
and medical expenses incurred by reason of such injuries.” 

The records of the Department of the Army show that on the afternoon of 
April 19, 1943, a soldier took an Army reconnaissance car without authority from 
Fort Snelling, Minn., and drove it into the city of St. Paul, Minn, At about 





= 


— VS 


£ 


it 
iS 


of 
it 


GERALDINE L. SMITH, MOTHER AND NATURAL GUARDIAN a 


7:35 p. m. on the same date he was driving the car along Seventh Street in St 
Paul at a speed of approximately 45 miles an hour. Three other enlisted men 
were riding in the vehicle as passengers. A struggle for the steering wheel took 
place between the driver of the car and the soldier who was riding beside him on 
the front seat, and who apparently was in an advanced state of intoxication, as 
a result of which the car mounted the curb on the right-hand side of the street 
and struck Thomas Clayton Smith, then 3 years of age. It appears that the boy’s 
right foot was in some manner cauglt in the right front wheel of the Army car 
and that the tip of his shoe and flesh from two of his toes were found pressed 
between the wheel rim and the tire casing. He also sustained contusions of the 
left cheek and the left upper lip. The records of the Department of the Army 
show that for the treatment of the above-described injuries medical and hospital 
expenses were incurred in the aggregate amount of $41.35 ($23.35, amount of 
bill of Ancker Hospital, St. Paul, Minn.; and $18, fee of Dr. Cecil A. Warren, 
St. Paul). The evidence shows that the bill of the Ancker Hospital in the amount 
of $23.35 was paid by the American Red Cross on September 7, 1943. 

On May 26, 1943, Dr. T. E. Broadie, superintendent, Ancker Hospital, St. 
Paul, Minn., submitted a report concerning the injuries sustained by this boy, 
in which he said: 

“Since that date [April 19, 1943], he has been examined in the out-patient 
department and at last examination, there remained a small area of granulation 
over the tip of the large toe. Prognosis, in general, is good. It is not likely 
that any permanent disability will accrue.” 

One June 1, 1943, Second Lt. Harold H. Rice, investigating officer, who states 
that in the course of investigation of this accident he examined the right foot 
of Thomas Clayton Smith, submitted a certificate in which he said: 

‘“* * * JT examined the right foot of Thomas Smith and it appears that 
complete recovery will occur in a short time. Both of the toes that have been 
injured have grown to their original size and shape. The Red Cross chapter at 
Fort Snelling, Minn., is now investigating this case with a view to taking care 
of all financial losses sustained by the Smith family as a result of the accident.” 

Thomas Clayton Smith, at the age of 8 years, was examined by Dr. Cecil E. 
Warren, 373 Lowry Medical Arts Building, St. Paul, Minn., on March 15, 1948. 
In a report of such examination, dated August 24, 1948, Dr. Warren stated: 

“Examination of the injured parts revealed amputation of a segment of the 
soft parts of the medial aspect of the right big toe, with a scar extending over the 
nail. The nail of second toe of the right foot was absent, with evidence of 
amputation of a portion of the soft parts, producing some shortening of the toe. 
The joints of the toes were normal. There was a history of additional injuries 
to the head and arms, but no abnormalities were discovered on examination at 
this time. ' 

“The child is a small frail individual, rather shy of manner. His mother thinks 
there has been a change in his character since his injury, manifested particularly 
by nervousness.”’ 

The evidence in this case clearly establishes that the injury sustained by Thomas 
Clayton Smith was not caused by any fault or negligence on his part but was 
caused solely by the negligence of the two soldiers occupying the front seat of the 
Army vehicle at the time of the accident. Inasmuch, however, as the two soldiers 
in question were using the vehicle without authority and, therefore, were not at 
the time acting within the scope of their employment as soldiers, there is no legal 
basis for a claim against the United States by Geraldine L. Smith, as mother and 
natural guardian of this boy. Nevertheless, in view of the circumstances in this 
case, and since the child’s injury was not caused by any fault or negligence on 
his part, the Department of the Army would have no objection to the enactment of 
H. R. 5109 if it should be amended to grant an award to the claimant in an amount 
not exceeding $500, which, it is believed, would constitute a fair and reasonable 
settlement of this claim. 

This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U. S. C. 1346 (b)), and as amended by Public Law 55, Eighty-first Congress, 
approved April 25, 1949, for the reason that the accident out of which this claim 
arises occurred prior to January 1, 1945. 

The Bureau of the Budget advises that it has no objection to the submission of 
this report. 

Sincerely yours, 
Gorpon Gray, Secretary of the Army. 
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AFFIDAVIT 


Odean J. Jackson, being first duly sworn deposes and says that he is an officer 
of the St. Paul Police Force and has been for a number of years and that in the 
course of his duties on the 19th day of April 1943, at about 7:30 in the evening, 
he was cruising in the West Seventh Street district in St. Paul and in the course 
of his duties attended the scene of an accident at or about 1352 West Seventh 
Street, St. Paul, Minn. 

That your affiant found a small boy whose name affiant was informed was 
Thomas Clayton Smith, who had been the victim of an accident when he was 
hit and run over by a United States Army jeep, No. 20135500, and caused to 
suffer the loss of some toes. 

Affiant further states that he observed the toe of the little boy’s shoe and the 
parts of two toes pressed in between the bead of the tire and the steel rim of the 
wheel on the above-mentioned jeep. 

Affiant further states that Pvt. Edward Elton Floyd, then of the Seven Hundred 
and First Railroad Operation Battalion, Grand Division, of Fort Snelling, Minn., 
was the driver of the above-mentioned jeep and that he was accompanied in said 
jeep by Sgt. Rueben E. Gustafson of Fort Snelling, and that your affiant observed 
that the said Floyd had been drinking and that said Gustafson was intoxicated. 

Affiant further states that the above-mentioned Private Floyd and the other 
occupants of the above-mentioned Army jeep told your affiant that Sergeant 
Gustafson and Private Floyd were arguing and fighting over the wheel of the jeep 
and that while this was going on the jeep went up over the curb and hit the little 
Smith boy. Affiant further states that he and the other officers of the St. Paul 
Police Force were forced to use duress on the above-mentioned Sergeant Gustafson 
because of his inebriated condition. 

Affiant further states, according to information he has from the police records 
it appears that Lieutenants Murphy and Rice, who were stationed at Fort Snelling 
at the time of the accident, were present at the Public Safety Building, city of 
St. Paul, Minn., at the time the driver Floyd was questioned by the officers of the 
Accident Division and that a report had been made concerning the same. 


OpeEan J. JACKSON. 
Subscribed and sworn to before me this 27th day of April 1949. 


[SEAL] DaNIEL JoHN O'CONNELL, 
Notary Public, Ramsey County, Minn. 
My commission expires December 6, 1951. 





AFFIDAVIT 


My name is Thomas E. Donahue, and I live at 971 Otto Street, St. Paul, Minn. 

On the 19th day of April 1943, at about 7:30 in the evening, I was. walking 
west on the south side of what is known as West Seventh Street in about the 
1300 block when I observed a United States Army jeep, which was being driven 
east on said West Seventh Street, careen up over the curb and onto the boulevard 
and collide with a small boy and after striking the boy the jeep proceeded back 
down to the street and eastward on Seventh Street without stopping. 

It is my understanding that this boy is little Thomas Smith, who lives at 1352 
West Seventh Street, St. Paul, Minn. 

There was no obstruction in the street that I could observe nor any other 
ennetent reason for this jeep to suddenly turn up over the curb at that time 
and place. 

I have read the above statement and it is true to the best of my knowledge, 


Tuomas E, Donanusg, 
Marca 15, 1948. 





ANCKER HOspPITAL, 
St. Paul, Minn., February 14, 1948. 

Re Thomas Clayton Smith, 1352 West Seventh Street, St. Paul, Minn., A. H. 

No. 109228. 
Mr. Daniet D. O’CoNNELL, 

St. Paul 1, Minn, 

Dear Mr. O’ConneELL: This will acknowledge receipt of your communication 

of February 10 in which you inquire concerning Thomas Clayton Smith. 
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Examination of the record reveals that an individual of that name, aged 3, 
was examined in the emergency department of this hospital, on April 19, 1943. 
History was to the effect that he had been struck by a moving vehicle while 
standing on a curb at 1352 West Seventh Street, this city. 

Examination revealed a partial amputation of the first and second toes of the 
right foot. There was swelling and tenderness about the fifth left finger but no 
fractures were revealed. There was contusion of the left cheek and the left upper 
lip. Emergency treatment was accorded and the patient was taken home. Sub- 
sequent to that date he was examined in the out-patient department regularly 
and on June 29, 1943, he was discharged as recovered. Prognosis on that date 
was considered to be good. It was not contemplated that permanent disability 
would ensue. 

Very truly yours, 
T. E. Broapig, M. D., Superintendent. 





Sr. Paut 1, Mrinn., August 24, 1948. 
Re Thomas Smith, 737 Hague Avenue, St. Paul, Minn. 


Mr. DanreEt D. O’ConNELL, 
St. Paul, Minn. 


Dear Mr. O’ConnELL: In answer to your request, I am giving you the fol- 
lowing ne in the case of Thomas Smith, 8 years old, whom I examined at my 
office on March 15, 1948. His mother gave the following history: 

The boy was injured on April 19, 1943, in front of 1352 West Seventh Street, 
St. Paul, Minn. The patient was standing on the boulevard when a jeep in 
which two United States soldiers were riding, went up on the curb, the rim of 
the wheel running over the patient’s right foot. He was taken to Ancker Hospital 
for emergency treatment and subsequent care. He was not hospitalized, but 
‘was treated in the out-patient clinic until June 1943. He has had no medical 
care since then. 

Examination of the injured parts revealed amputation of a segment of the soft 
parts of the medial aspect of the right big toe, with a scar extending over the 
nail. The nail of the second toe of the right foot was absent, with evidence of 
amputation of a portion of the soft parts, producing some shortening of the toe. 
The joints of the toes were normal. There was a history of additional injuries to 
the head and arms, but no abnormalities were discovered on examination at this 
time. 

The child is a small frail individual, rather shy of manner. His mother thinks 
there has been a change in his character since his injury, manifested particularly 
by nervousness. 

Very truly yours, 
Ceci, A. Warren, M. D. 





Dr. Cecitr A. WARREN 


St. Paut 2, Minn., May 1, 1949. 
Mr. Dan O’ConNELL, 
St. Paul, Minn.: 


For professional services (bill for Thomas Smith, 737 Hague), $18. 





PATIENT’s STATEMENT 
ANCKER Hospirat, 
St. Paul 1, Minn., February 14, 1948. 
In account with Smith, Thomas, 1352 West Seventh Street. 


I a ec cine wes ies widow a $8. 50 
Dispensary or out-patient services, Apr. 19, 22, 29, May 1, 4, 11, 18, 25, 
eS Laie moma ek ckeubnw eres 12. 00 
©ther services (combined tetanus antitoxin)_......_._....._..--.-------- 2. 85 
as ad a a cd wa let ws eae apeilice 23. 35 
‘aid. 


E. JOHNSON. 
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Marcu 5 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany §. 348] 


The Committee on the Judiciary, to which was referred the bill 
(S. 348) for the relief of Jacoba van Dorp, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturalization laws, Jacoba van 
Dorp shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Jacoba van Dorp. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of the 
Netherlands. She last entered the United States as a visitor on 
November 21, 1949. She is residing in Princeton, N. C., with her 
brother who has nine children and whose wife is suffering from a 
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mental illness. She is presently caring for the nine children and 
keeping house for her brother. 

A letter dated November 1, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to §. 3703, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien. reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, November 1, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 3703) for the relief of Jacoba van 
Dorp, an alien. 

The bill would provide that Jacoba van Dorp shall be considered to have been 
lawfully admitted into the United States for permanent residence as of the date 
of her last entry into this country, upon payment of the required head tax and 
visa fee. It would also direct the Secretary of State to instruct the quota-control 
officer to deduct one number from the nonpreference category of the appropriate 
immigration quota for the first year such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of the Netherlands who was born on 
January 24, 1921, in Schipluiden, Netherlands, and was last admitted to the 
United States at the port of New York on November 21, 1949, under section 3 (2) 
of the Immigration Act of 1924 for a period to expire on February 21, 1950. 
She was previously in this country from March 1947 to September 1948. On 
August 23, 1950, the alien testified that it was her intention at the time of entry 
to visit her brother in Princeton, N. C., but that she now desires to remain per- 
manently in the United States in order to care for her brother and his nine 
children. It appears that the wife of the alien’s brother is suffering from a mental 
illness and is unable to care for her family. Miss van Dorp is being supported 
by her brother and is not otherwise employed. The reeord indicates that prior 
to her entry into the United States she acted as a housekeeper for her parents in 
the Netherlands. 

The quota for the Netherlands to which the alien is chargeable is oversubscribed 
and an immigration visa is not readily obtainable. The record presents no facts, 
however, which would justify granting her a preference over the aliens abroad 
who are awaiting their turn for the issuance of immigration visas. 

Accordingly, the Department of Justice is unable to recommend enactment 
of the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Clyde R. Hoey, the author of the bill, has submitted the 
following information in connection with the case: 


Terra Cera Bus Farm, 


Pinetown, N. C., July 16, 1950. 
Hon. Crype R. Hoey, 


United States Senate, Washington, D. C. 


Dear Senator Hoey: In reply to your letter relative to bill S. 3703 regarding 
my sister, Jacoba van Dorp, I submit the following information: 

My sister came to this country as a visitor during November 1949. Soon 
after this, we had to bring my wife, who is mentally sick, to a mental institution. 
As we have a family of nine children, of whom the youngest is only 3 years old, 
we were in a bad spot, but my sister readily offered to take care of the family, 
and has been doing so until now, and if permitted to stay, will continue doing so. 
She is a first-class housekeeper, she loves the children, and the children love her. 
w Under the circumstances it looks like it is the only way by which I can make 
useful citizens out of these children, for according to the doctors my wife probably 
will never be able to take care of the family again. 

My sister is not in any way engaged in any activity injurious to the American 
public interest, and has never been convicted of any offense under any law. 

Sincerely yours, 
H. van Dorp. 





JACOBA VAN DORP 3 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 
entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 348), as amended, should be enacted. 


O 
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Mr.~“McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany S. 631] 


The Committee on the Judiciary, to which was referred the bill 


(S. 631) for the relief of Conrad Xavier Charles Mauerer, having 
considered the same, reports favorably thereon with an amendment 
in the nature of a substitute and recommends that the bill, as amended, 
do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturalization laws, Conrad 
Xavier Charles Mauerer shall be held and considered to have been lawfully 
admitted to the United States for permanent residence as of the date of the enact- 
ment of this Act, upon payment of the required visa fee and head tax. Upon 
granting of permanent residence to such alien as provided for in this Act, t 
Secretary of State shall instruct the proper quota-control officer to dei ict one 
number from the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Conrad Xavier Charles 
Mauerer. The bill provides for an appropriate quota deduction and 
for the payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in China of German parents 
December 27, 1923, and last entered the United States in May 1949 
in transit to Canada. Because of his German parentage he was un- 
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able to enter Canada and he subsequently enrolled in Georgetown 
University, Washington, D.C., and is presently attending that uni- 
versity. He is supported by funds supplied by his father. His 
parents are presently in Switzerland awaiting the issuance of immigra- 
tion visas to enter the United States. 

A letter dated November 24, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3929, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


NoOvEMBER 24, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3929) for the relief of Conrad 
Xavier Charles Mauerer, an alien. 

The bill would direct the Attorney General to record the lawful admission of 
Conrad Xavier Charles Mauerer as of May 17, 1949. It would also direct the 
Secretary of State to instruct the quota-control officer to deduct one number 
from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien, who claims to be stateless, is a native of China having 
been born of German parents in Hankow, China, on December 27, 1923. He 
entered the United States at the port of Anchorage, Alaska, on May 17, 1949, 
when he was admitted under section 3 (3) of the Immigration Act of 1924 in transit 
to Canada. On July 27, 1949, a warrant of arrest in deportation proceedings was 
issued against him, on the ground that, after admission as a transient, he had 
remained in the United States for a longer time than permitted under the Immi- 
gration Act of 1924, 

The files further reflect that the alien resided in China with his parents until 
about 1937, when he went to Cologne, Germany, with his mother and sister. 
In 1939 he enrolled at a junior college in Switzerland remaining there until 
September 1943. He claimed that he resisted repeated notices which he received 
from the German consul advising him to return to Germany to join the Army, but 
during the summer of 1943 he was informed that his parents would suffer if he 
refused to serve in the Army. He stated that his parents were at that time in 
Japanese occupied China and were subject to German reprisals through the Jap- 
anese. He therefore went to Berlin in September 1943 and managed to get into 
the German Red Cross, serving as a Red Cross aide in Berlin hospitals until 1945. 
He stated that he then transferred to a hospital near the Elbe River and awaited 
the arrival of the American forces. When they failed to come, he stated, he 
crossed the river to the American troops on May 7, 1945, and 2 days later, when 
the war ended, he was made an Allied prisoner of war, pending investigation and 
clearance. He was released on July 7, 1945, and thereafter enrolled at the Univers- 
ity of Lausanne, where he studied until December 21, 1948, when he departed for 
Shanghai, China, to visit his parents. The alien advised that he had intended 
going to Canada to study at the University of British Columbia, but that upon 
application for admission to Canada he was denied entry because he was considered 
to be a citizen of Germany, with which country Canada was technically still at 
war. In September 1949, he enrolled at Georgetown University in Washington, 
ID. C. He stated that he has a power of attorney from his father to draw on his 
father’s assets in this country. Mr. Mauerer’s sister is married and resides in 
Geneva, Switzerland. His parents, according to last information, have left China 
to reside in Switzerland until such time as immigration visas are issued to them 
by the American Consul. 

The Chinese geographical quota, to which the alien is chargeable, is over- 
subscribed for many years and an immigration visa is not readily obtainable. 
The record fails, however, to present considerations justifying the enactment of 
special legislation granting him a preference over other aliens abroad who are 
awaiting an opportunity to come to this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely. 
Peyton Forp, 
Deputy Attorney General. 
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Senator James E. Murray, the author of the bill, has submitted the 
following information in support of the bill: 


Avucust 25, 1950. 
Re S. 3929 for the relief of Conrad Xavier Charles Mauerer. 
Hon. James E, Murray, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Murray: Senator McCarran, as chairman of the Committee 
on the Judiciary, has in his letter to you, dated August 14, 1950, requested certain 
information of you as sponsor concerning Conrad Mauerer, the subject of 8. 3929. 
For your convenience in responding to that inquiry, I am setting forth the following 
pertinent facts in the same numerical order as Senator McCarran’s questions of 
August 14: 


Question No. 1 


Conrad Mauerer is a white person, age 26, born in China of German parents 
who settled in China prior to the First World War. He filed an application for an 
immigration visa on the Chinese white quota in the middle of 1946. At the 
beginning of 1949, the Communist forces were already threatening Shanghai 
where Conrad Mauerer lived with his parents. The American consul at Shanghai 
then estimated about a year’s additional wait for a number to become available 
on the Chinese white quota. In view of that fact and the Communist danger, the 
American consul was entirely willing to grant a student visa to the United States. 
Use of a student visa, however, would have been inconsistent with, and prejudicial 
to Conrad Mauerer’s desire to settle in the United States permanently. So he 
declined the student visa to the United States, and instead opened negotiations for 
admission as a student to the University of British Columbia at Vancouver, B. C., 
with the thought that he would wait out his quota time profitably engaged in 
Canada in getting further Anglo-Saxon training and education. He was accepted 
at the University of British Columbia. He wanted to travel directly to Canada 
from Shanghai, but there was no such direct route. The only transportation from 
Shanghai to Canada was via the United States. Accordingly in the middle of 
May, 1949, with the Communists already in the outskirts of Shanghai, he left 
Shanghai by plane with a Canadian student visa to enter for study at the Uni- 
versity of British Columbia, and an American transit visa permitting transit 
to Canada via Anchorage, Alaska, and Blaine, Wash. Immediately upon his 
entry at Blaine, Wash., on May 18, 1949, Conrad Mauerer applied at the border 
for entry into Canada. The Canadian border officials denied him admission. He 
immediately appealed to Ottawa; but his exclusion from Canada was affirmed on 
the ground that he was considered a citizen of Germany, with which country 
Canada was still in a state of war. Conrad Mauerer had theretofore been con- 
sidered stateless. Return to Communist overrun China and Shanghai was out of 
the question. He had no home elsewhere. So he was forced to remain in the 
United States, and thereby lost his place on the Chinese white quota, the very 
thing he had sought most to avoid. Today, only passage of S. 3929 can save him. 

Such are the circumstances of Conrad Maurer’s entry into the United States 
without fault or blame under our immigration laws. 


Question No. 2 


Stranded in the United States in the middle of 1949, Conrad Mauerer arranged 
for his admission to Georgetown University in Washington, D. C., in September 
1949. He has completed 1 year of study at Georgetown, September 1949- 
June 1950, and is now attending Georgetown’s summer session. At Georgetown 
he has already completed courses in American history and foreign relations, the 
American Constitution, public speaking, and English literature. His present 
student’s work includes courses in American statistics and American money and 
banking. He has no activity or occupation other than his studies at Georgetown. 


Question No. 3 


Conrad Mauerer does not now earn his own living. His family is one of means, 
and he is entirely dependent at this time upon ample funds on deposit in American 
banks, made subject by his father to Conrad Mauerer’s withdrawals. However, 
it is Conrad Mauerer’s sincerest wish to achieve permanent residence in the 
United States in order that he may lead the life of a useful member of our com- 
munity with a home, occupation, and family. 
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Question No. 4 


Conrad Mauerer is not engaged in any activities, political or otherwise, injurious 
to the American public interest. To the contrary, he has a loyal respect for our 
institutions and our cause in the world today. The full extent of his activities, 


devoted to preparing himself for life as a useful American, is set forth in paragraph 
(2) above. 


Question No. 6 


Conrad Mauerer has never been convicted of an offense under any Federal or 
State law. Nor has he ever been charged with any such offense. He has no 
criminal record of any kind anywhere. 

The following information may also be of interest to the committee. Conrad 
Mauerer’s mother and father applied as he did for American immigration visas at 
the Shanghai consulate. In May, 1949, when the son, Conrad, left for Canada, 
his parents had been cleared by our Shanghai consulate for American immigration 
visas and numbers for them on the German quota were expected in July or August 
of the same year. But Shanghai fell to the Communists in May, and we closed 
our consulate. However, the parents’ visa applications have been reestablished, 
without loss of registration date, at the American consulate in Zurich, Switzer- 
land. It is expected that in the near future, the parents will get their visas at 
Zurich and become permanent residents of the United States. Hence, passage of 
S. 3929 will serve to reunite the son, Conrad Mauerer, with parents permanently 
resident in the United States. 

Doubtless, all of the information supplied in this letter will be confirmed by the 
Department of Justice’s regular investigation and report. Any additional infor- 
mation or documentation desired by you or the committee will be promptly 
supplied. 

Respectfully yours, 


JosepH A, FANELLI. 
The bill has been amended to conform with the policy of the com- 


mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 


last entry into the United States. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 631), as amended, should be enacted. 


O 
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GERTRUD LOMNITZ 
Marcu 5 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 824] 


The Committee on the Judiciary, to which was referred the bill 
(S. 824) for the relief of Gertrud Lomnitz, having considered the same, 
reports favorably thereon with an amendment in the nature of a sub- 
stitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Gertrud 
Lomnitz shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
Act, upon payment of the required visa fee and head tax. Upon the granting of 

rmanent residence to such alien as provided for in this Act, the Secretary of 

tate shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to a 55-year-old native of 
Poland, who was temporarily admitted into this country on July 1, 
1949, for the purpose of visiting her son, who was then in the United 
States Army. The bill provides for an nparogeinte quota deduction 


and for the payment of the required visa fee and head tax. 
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STATEMENT OF FACTS 


A letter dated November 15, 1950, addressed to the chairman of 
the Senate Committee on the Judiciary from the Deputy Attorney 
General with reference to S. 3841, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


NOVEMBER 15, 1950. 
Hon. Part McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3841) for the relief of Gertrud Lom- 
nitz, an alien. 

The bill would provide that Gertrud Lomnitz shall be considered to have been 
lawfully admitted into the United States for permanent residence as of April 7, 
1949, the date of her entry into this country, upon payment of the required head 
tax and visafee. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the nonpreference category of the appro- 
priate immigration quota for the first year sueh quota is available. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien was born in Thorn, Poland, on September 27, 1895, and alleges 
that she is stateless. She last entered the United States at the port of New York, 
on July 1, 1949, under section 3 (2) of the Immigration Act of 1924 for 90 days for 
the purpose of visiting her son who was then in the United States Army. She was 
—— extensions of her temporary stay until April 30, 1950, but an ~. 
- a further extension was denied and she was advised to depart from the United 

tates. 

The files further reveal that the alien’s son, with whom she resides in New York 
City, is a veteran of World War II, a legal resident of the United States, and a 
declarant for United States citizenship. Mrs. Lomnitz stated that her marriage 
to Fritz Lomnitz in Berlin, Germany, was terminated by divorce in 1927. While 
in Germany it appears that she was employed as a social worker. According to 
the alien, ie escaped from the Nazis in 1939 and proceeded to England where she 
remained until her departure for the United States. 

Since the quota of Poland to which the alien is chargeable is oversubscribed and 
an immigration visa is not readily obtainable, she cannot under the general immi- 
gration laws be permitted to remain in the United States indefinitely. 

Whether this bill should be enacted presents a question of legislative policy 
concerning which the Department of Justice prefers to make no recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Herbert H. Lehman, the sponsor of the bill, has submitted 
additional information to the committee as follows: 


Josnuua 8S, KoENiGsBurG 
ATTORNEY AND COUNSELOR AT LAW 


New York 4, N. Y., June 14, 1950. 
Hon. Herpert H. Lexman, 


Senate Office Building, Washington, D. C. 


Dear Senator Lexman: Supplementing my telephone conversation with Miss 
Flexner, I respectfully write you regarding Mrs. Gertrud Lomnitz, and I trust 
you will see your way clear to introduce a private bill in her behalf. 

Mrs. Lomnitz, nee Friedlander, was born in Thorn, Germany, on September 27 
1895, of German parents.. The place where she was born was ceded to Poland 
after the First World War and she would be chargeable to the Polish quota for 
immigration purposes. Practically all her life she resided in Berlin where her son, 
Peter, was born on May 27, 1923. Mrs. Lomnitz divorced her husband in Ger- 
many in 1926, and never remarried. In 1939, she and her son fled to England. 
Peter came to the United States for permanent residence on October 6, 1947, and 
joined the United States Army November 26, 1948, and was honorably discharged 
on November 7, 1949. Under the law he would not be eligible for citizenship 
until October 1952. 
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Mrs. Lomnitz resided in England with her father and was in charge of a depart- 
ment in a dress factory until July 1, 1949, at which time she arrived at New York 
on the steamship Washington in possession of a temporary visa issued to her at 
London on April 7, 1949, under the provisions of section 3 (2) of the Immigration 
Act of 1924. She has had several extensions, the last one expiring on April 30, 
1950, at which time she was given until June 30, 1950, within which to depart 
from the United States. 

On April 27 last her father died in London and because of that she was obliged 
to give up her apartment in London and she would like to make per permanent 
home in the United States with her son. 

Peter Lomnitz is employed in a technical capacity, by the Kaybe Manufacturing 
Co. at 770 Lexington Avenue, Brooklyn, N. Y., and earns $72 a week. He is 
single and supports his mother. He is also in some Reserve Corps of the Army 
and periodically reports for duty. 

In answer to the five questions your Miss Flexner propounded to me over the 
telephone, I herewith answer the following: 


Question No. 1 


Mrs. Gertrud Lomnitz entered the United States as a temporary visitor on 
July 1, 1949, at New York as a passenger on the steamship Washington. 


Question No. 2 

At present she is unemployed. 
Question No. 3 

She is dependent upon her son, Peter Lomnitz, for her maintenance and support. 
Question No. 4 


She was never engaged in any activity, political or otherwise, injurious to the 
American public interest; and 


Question No. 5 


She was never convicted of any offense under any Federal or State law. 

I wish to reaffirm my statement to Miss Flexner over the telephone that my 
representation of Mrs. Lomnitz is without charge. I have not been promised 
nor do I expect to make a charge or receive any remuneration for my services that 
I may have rendered or will render in her behalf. I feel that this is a worthy case 
for legislative action, since there is no administrative relief in sight for Mrs. 
Lomnitz before her son Peter becomes a citizen. He holds first papers, and, as 
stated above, he will not be eligible for citizenship until the latter part of 1952, 
at which time his mother will be entitled to a preference under the Polish quota. 
At the moment, she is not entitled to any preference or priority, and since she is 
chargeable to the Polish quota she may not qualify thereunder for many years. 

Mrs. Lomnitz is stateless and is traveling on a document issued to her by the 
British authorities with a notation that ‘“‘the holder of this document is the concern 
of the International Refugee Organization.” Nevertheless, she may not be con- 
sidered as an eligible displaced person under the Displaced Persons Act, as she has 
resided in England since 1939. 

Should you wish to interview Mrs. Lomnitz and her son, I will be glad to send 
them to your office. 

Assuring you of my appreciation for your courtesy in this matter, I am, 

Yours very truly, 
KOENIGSBERG. 


The bill has been amended to conform with the policy of the 
committee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 824), as amended, should be enacted. 


O 
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>>Mr. Warxins, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. Res. 88] 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (S. Res. 88) to authorize the attendance of four Members of the 
United States Senate at the celebration of the one-hundred and seventy- 
fifth anniversary of the fortification of Dorchester Heights, Mass., 
and the evacuation of the British from Boston, Mass., to be held in 
South Boston, Mass., on March 17, 1951, having considered the same, 
report favorably thereon, without amendment, and recommend 
that the resolution do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the President 
of the United States Senate to appoint four Members of the United 
States Senate to attend the celebration of the one hundred and seventy- 
fifth anniversary of the expulsion of the British from Dorchester 
Heights, Mass. 


STATEMENT 


March 17 marks the one hundred and seventy-fifth anniversary of 
an event that was one of the preludes to American independence: The 
expulsion of the British troops from Boston. Recollection in 1951 of 
this heroic chapter in the history of American democracy vividly 
shows how past enmities can be forgotten in the common defense of 
freedom. 

As a military achievement it was the climax to the daring seizure 
of the strategic heights of Dorchester by General Washington, an 
exploit which wrung from General Howe the tribute, ‘The rebels 
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have done more in one night than my whole army would have accom- 
plished in a month.” It took from the British the town described at 
the time by Lord Manchester in the British Parliament as “the first 
object of the war, the immediate cause of hostilities, the place of arms, 
which has cost this nation more than a million to defend.” 

It inspired the soldiers with confidence in themselves and faith in 
the energy, resourcefulness and skill of their commander, George 
Washington. It stiffened the morale of all patriots and strengthened 
their determination to carry on, regardless of all dangers and sacrifices 
until their grievances were remedied and their liberty assured. It 
added great impetus to the growing aspiration for complete inde- 
pendence boldly proclaimed less than 4 months thereafter. 

No one can predict what dangers and sacrifices again lie in store for 
America, but recollection of March 17 stiffens our morale today and 
strengthens our determination to preserve the freedom won for us at 
Dorchester Heights. At such a critical time, this celebration takes 
on a heightened significance for a nation of self-reliant and liberty- 
loving people. 

It is for these reasons that the committee favorably recommends 
this resolution. 

O 
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Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany H. R. 2262 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2262) to authorize the attendance of the United States Marine 
Band at the celebration of the one hundred and seventy-fifth anni- 
versary of the fortification of Dorchester Heights, Mass., and the 
evacuation of Boston, Mass., by the British, to be held in South 
Boston, Mass., on March 17, 1951, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of this bill is to authorize the Marine Band to attend 
the celebration of the one hundred and seventy-fifth anniversary of the 
fortification of Dorchester Heights, Mass., and the evacuation of 
Boston, Mass., by the British, to be held in South Boston, Mass., 
on March 17, 1951. 

It has heretofore been the policy of this committee and of the House 
Committee to authorize either the Marine Band or the Navy Band 
to attend the annual reunion of Confederate veterans and the annual 
encampment of the Grand Army of the Republic. Due to the rapid 
depletion from the ranks of these organizations, the committee under- 
stands that their annual reunions have virtually terminated or will 
do so in the next very few years. Accordingly, the committee is 
authorizing the attendance of the Marine Band at this celebration of 
the fortification of Dorchester Heights, an event which was of prime 
significance in the early stages of the American Revolution. 

It is estimated that the cost will not exceed $6,721.20 on the basis 
of 1 day’s attendance at the celebration, including transportation and 
all expenses. 

O 
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{r..Hunt, from the Committee on the District of Columbia, sub- 
- mitted the following 


_ 


REPORT 
[To accompany 8. 259] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 259) to fix the responsibilities of the Disbursing Officer 
and of the Auditor of the District of Columbia, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. The bill was 
unanimously reported out favorably by the full committee. 

The purpose of this bill is to make accounting practices of the 
District of Columbia uniform with those followed by the Federal 
Government. Under present law, the responsibility for illegal or 
wrongful payment of funds is fixed on the Disbursing Officer of the 
District of Columbia. This bill would impose such responsibility on 
the Auditor of the District of Columbia, who has access to the infor- 
mation necessary to determine the propriety and legality of payments, 
consistent with Federal practice. 

The bill has the approval of the Board of Commissioners, the 
Auditor, and the Disbursing Officer of the District of Columbia, and 
of the Comptroller General and the Bureau of the Budget. It was 
unanimously reported out favorably by the full committee. 
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ME. “Hu nT, from the Committee on the District of Columbia, 
: mitted the following 


— 


sub- 


REPORT 
[To accompany S§. 262] 


The Committee on the District of Columbia, to whom was referred 
the bill (5.262) to amend section 3 of an act authorizing the Com- 
missioners of the District of Columbia to settle claims and suits against 
the District of Columbia, approved February 11, 1929, and for other 
purposes, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 

The purpose of the bill is to allow the Commissioners of the District 
of Columbia to settle claims and suits against the District up to the 
amount of $10,000, rather than $5,000 as presently provided. It 
would also give the Commissioners authority to settle, up to the 
amount of $10,000, suits brought by the District against others; 
under present law the Commissioners have no authority whatever 
to settle such claims. Testimony before the committee showed that 
in many cases the District of Columbia has suffered losses because of 
its inability to accept favorable terms proposed by litigants against 
the District. The provisions of existing law have been in effect since 
1929, and the changes in price levels since then make the new amount 
desirable. 

The bill was requested by the Commissioners of the District of 
Columbia, and was reported unanimously by the full Committee on 
the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
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in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


(45 Srat. 1160) Fespruary 11, 1929 
+ * * * * * * 


Sec. 3. No settlement of any claim or cause of action herein authorized to be 
made by the Commissioners of the District of Columbia shall in any event exceed 
the sum of [$5,000] $170,000 and all settlements entered into by the Commissioners 
of the District of Columbia acting under the terms and provisions of this Act 
shall be presented to the Congress, together with a brief statement of the nature 
of the claim or suit, the amount claimed, and the amount of the settlement, with 
a summary of the evidence and circumstances under which the settlement was 
made. Appropriations for the payment of such settlements are hereby authorized, 
payment thereof to be made in the same manner as are other expenditures for 
the District of Columbia. 

* * * * * * * 


Sec. 6. That upon a report by the corporation counsel of the District of Columbia 
showing in detail the just and true amount and condition of any claim or suit which 
the District of Columbia may now or hereafter have against any person, firm, associ- 
ation, or corporation, and the terms upon which the same may be compromised, and 
staling that in his opinion a compromise of such claim or suit would be for the best 
interest of the District of Columbia, the Commissioners of the District of Columbia 
be, and they hereby are, authorized to compromise such claim or suit accordingly: 
Provided, however, That no claim or suit so compromised shall be reduced by an 
amount greater than $10,000: And provided further, That this section shall not 
apply to claims or suits for taxes or special assessments. 
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r. Hunt, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany 8. 488] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 488) to increase the fee of jurors in condemnation pro- 
ceedings instituted by the District of Columbia, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of this bill is to increase the compensation for jurors in 
condemnation cases brought by the District of Columbia Government 
from $5 to $10 per day. At the present time petit and grand jurors 
receive $7 per day. The Federal Government pays condemnation 
jurors $10 per day. Under existing law, condemnation jurors must 
have not only the qualifications of regular jurors, but in addition must 
be freeholders and, accordingly, are selected from a special jury panel. 

The bill has the approv al of the Commissioners of the District of 
Columbia, and was unanimously reported by the full Committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which no 
change is proposed is shown in roman): 

(34 Stat. 151) April 30, 1906 
* * * * * * * 

(Sec. 491L. Each juror shall receive as compensation for his services the sum 
of five dollars per day for every day necessarily employed in the performance of 
the duties herein prescribed. J 
(33 Stat. 733) February 21, 1905 

* * * * * * * 


(Sec. 1609. That each i -ror shall receive as compensation the sum of five 
dollars per day for his services during the time he shall be actually engaged in such 
services under the provisions hereof. ] 
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Mr-Hoent, from the Committee on the District of Columbia, sub- 
wa mitted the following 


< 


‘ 


- REPORT 


[To accompany 8. 490] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 490) to amend the act entitled “An act to regulate the 
practice of podiatry in the District of Columbia,” having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


The purpose of the bill is to increase the revenues received from 
license fees in order to meet the expanded expenses of the Board of 
Podiatry Examiners. 

The Commissioners of the District of Columbia requested the 
enactment of the bill; and their letter of transmittal, dated February 
15, 1949, setting forth in greater detail the purpose of this legislation 
is made a part of this report. 

The bill was unanimously reported by the full committee. 


GOVERNMENT OF THE District or COLUMBIA, 


Washington, D. C., February 15, 1949. 
The CHAIRMAN, 


Committee on the District of Columbia, 
United States Senate, Washington, D. C. 


My Dear Mr. CHatrMAn: The Commissioners of the District of Columbia 
have the honor to submit a draft of a proposed bill to amend the act to regulate 
the practice of podiatry in the District of Columbia. The purpose of the proposed 
legislation is to raise from $2 to $5 the annual registration fee required of licensed 
podiatrists in the District of Columbia. 

The act of June 29, 1940, provides that the secretary-treasurer of the Board of 
Podiatry Examiners shall enforce the provisions of all laws relating to the prac- 
tice of podiatry in the District of Columbia. The Board is also authorized to 
employ persons to assist in the investigation of violations of the act. All expenses 
of the Board are payable from fees collected by the Board. The only income 
which the Board can count on from year to year is that derived from the annual 
registration fee paid by licensees. There are only 93 licensed podiatrists in the 
District, making the annual fixed income $186. This income may be supple- 
mented by examination fees from new applicants for licenses. Income from this 
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source, however, is variable. Since there are fixed expenses such as compensa- 
tion to Board members, secretarial help, postage, equipment, printing and sup- 
plies, the Board feels that it should have available additional funds to be used 
for investigation of violations of the act. 

The Commissioners, therefore, request the introduction and enactment of this 
legislation. 

The proposed draft of bill was submitted to the Bureau of the Budget and 
returned to the Commissioners with the advice that there is no objection on the 
part of that office to the presentation of the bill to Congress. 

Respectfully, 
Guy Mason, 
Acting President, Board of Commissioners, District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


District or CoLtumBIiA Copkg, Section 2-710 


During the month of December of each year, every licensed podiatrist shall 
register with the secretary-treasurer of the Board his name and office address 
and such other information as the Board may deem necessary upon blanks 
obtainable from said secretary-treasurer, and thereupon pay a registration fee of 
[$2.] $5. On or before the 1st day of November of each year it shall be the duty 
of the secretary-treasurer of the Board to mail to each podiatrist licensed in the 
District of Columbia, at his last-known address, a blank form for registration. In 
the event of failure to register on or before the 31st day of December a fine of $5 
and the registration fee of [$2] $5 shall be imposed, and should the practitioner 
fail to register and pay the fine imposed and continues to practice his profession 
in the District of Columbia he shall at the end of ten days from said date be 
considered as practicing illegally and penalized as otherwise provided for in this 
chapter. If he suspends his practice he may, in the discretion of the Board, 
upon furnishing satisfactory evidence as to his moral character and professional 
standing, be reinstated at any time upon registering and paying a prescribed fee 
of $25. On or before the Ist day of February, annually, said Board shall issue a 
printed register of the names and addresses so received, together with other infor- 
mation deemed interesting to the profession, a copy of which shall be mailed or 
otherwise sent to each registrant thereon. 
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. Hunt, from the Committee on the District of Columbia. 
submitted the following 


REPORT 
[To accompany 8. 494] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 494) to provide for the appointment of a de puts disbursing 
officer and assistant disbursing officers for the District of Columbia, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 

The increased volume of work in the Office of the Disbursing 
Officer, District of Columbia, has made it necessary to delegate some 
of the work to subordinates. The bill proposes that these mercetnons ul 
disbursing officers shall be bonded and discharge the general duties 
incumbent upon such an officer. 

The letter of March 31, 1949, from the Commissioners of the Dis- 
trict of Columbia, setting forth in greater detail the purpose of the 
bill, is made a part of the report. The bill was unanimously reported 
by the full committee. 


GOVERNMENT OF THE District oF COLUMBIA, 
Washington 4, D. C., March 31, 1949. 
Hon. J. Howarp McGratn, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington, D. C. 


My Dear Senator McGratu: The Commissioners of the District of Columbia 
have the honor to submit to you herewith a draft of a proposed bill to provide for 
the appointment of a deputy disbursing officer and assistant disbursing officers 
for the District of Columbia, and for other purposes. 

Under existing law, there is provision for the appointment by the Commissioners, 
District of Columbia, of one deputy disbursing officer for the District of Columbia, 
but there is no provision for the appointment of any assistant disbursing officers. 
The deputy disbursing officer may act, however, onlv in the absence of the Dis- 
bursing Officer, District of Columbia, and should the Disbursing Officer be present, 
it is necessary that he perform all the transactions of his office in his proper person, 
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since, under existing law, no provision is made for a deputy or for assistant to 
whom the Disbursing Officer, District of Columbia, may delegate authority to 
transact any of the duties pertaining to his office at times other than in his absence. 

At the present time, therefore, there is statutory authority for one person, and 
one person only to exercise the duties of the office of Disbursing Officer, District 
of Columbia. This one person may be either the Disbursing Officer himself, or, 
in his absence, his deputy. When the Disbursing Officer is capable of transacting 
the duties of his office, he may not, under existing law, utilize the services of the 
deputy to assist him in transacting such duties. 

The foregoing situation has been relieved since June 27, 1931, by the action 
of the Treasury Department in permitting the appointment of two assistant dis- 
bursing officers under the authority of Treasury regulations. In permitting such 
appointments, the Treasury apparently initially took the position that since there 
was no statutory authority for the appointment of such assistants, Treasury De- 
partment Circular No. 423, issued June 2, 1930, was applicable. This circular 
provided for the payment by the Treasurer of the United States of disbursing 
officers’ checks drawn on the Treasurer and signed in the names of disbursing 
officers by employees designated and authorized in accordance with the regula- 
tions established by Department Circular No. 423. The regulations, however, 
were applicable only “‘in cases not covered by specific provisions of law.” 

The Treasury Department recently has had occasion to reexamine its position 
in this matter, and has informed the government of the District of Columbia that 
in view of the existing statutory provision for the appointment of one Deputy Dis- 
bursing Officer to act in the absence of the Disbursing Officer, District of Colum- 
bia, Department Circular No. 423 is not applicable, and may not be considered 
as authorizing the appointment of assistants to the Disbursing Officer, District 
of Columbia. Where, as is presently the case with the government of the Dis- 
trict of Columbia, there is statutory provision made for the appointment of only 
oye assistant to the Disbursing Officer, District of Columbia, it is now the posi- 
tion of the Treasury Department that its regulations cannot expand such statu- 
tory provision so as to permit the appointment of additional assistants. 

The Treasury Department, however, in view of the length of time the present 
arrangement has been in existence, has informally agreed to continue its recogni- 
tion of the appointment of the two assistant disbursing officers currently serving 
the government of the District of Columbia in that capacity, until such time as 
the Congress has found it possible to act upon legislation authorizing the appoint- 
ment by the Commissioners of the District of Columbia of assistants to the Dis- 
bursing Officer, District of Columbia. 

Under the proposed bill, the Commissioners of the District of Columbia would 
be granted authority to appoint one Deputy Disbursing Officer and such assistant 
disbursing officers of the District of Columbia as the Commissioners may, in their 
discretion and subject to available appropriations, consider necessary. Although 
the Commissioners would be limited to the appointment of one deputy, the bill 
provides no limit on the number of assistants, since the measure is designed to be 
permanent in its nature, and to provide flexibility for future needs. The bill does 
make the number of such assistants “subject to available appropriations,” so that 
if, in the future, there should be a need for an increase in the number of assistant 
disbursing officers for the District of Columbia, such need could be met by a 
provision in an appropriation act. 

The bill also provides that the deputy and each of the assistants shall have 
authority to make disbursements as an agent of the Disbursing Officer, District 
of Columbia; to sign checks drawn against disbursing accounts of the Disbursing 
Officer, District of Columbia, with the Treasurer of the United States, and to dis- 
charge all the other duties of the Disbursing Officer, District of Columbia. The 
deputy and each of the assistants are made subject to the same liabilities and 
penalties prescribed by law in like cases for the Disbursing Officer, District of 
Columbia, and the deputy and the assistants must each give bond as required by 
the Commissioners, District of Columbia, but to be in an amount of not less than 
$25,000, for the benefit of the United States, the District of Columbia, the Com- 
missioners of the District of Columbia, and the Disbursing Officer, District of 
Columbia. This bond is to be subject to the approval of both the Commissioners, 
District of Columbia, and the Secretary of the Treasury, and is to be filed in the 
office of the Secretary of the Treasury. 

Finally, the bill provides for the repeal of the provision contained in the act 
approved June 6, 1900 (31 Stat. 555), which provided for the appointment of a 
deputy disbursing officer to transact all duties pertaining to the Disbursing Officer, 
in the absence of the latter. As has been set forth above, this provision is no 
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longer applicable to the present situation, and its repeal will clear the way for the 
appointment of a deputy disbursing officer and assistant disbursing officers who 
will be authorized to act as agents of the Disbursing Officer, District of Columbia. 

The proposed bill will not add to the expenses of the District of Columbia. 
The government of the District of Columbia currently is employing one deputy 
disbursing officer and two assistant disbursing officers, with the assistants having 
been appointed under the authority of Treasury Department Circular No. 423. 
The bill would simply substitute statutory authority for the appointment of the 
assistants to replace the authori*y previously considered applicable by the 
Treasury Department, but now no jonger considered to be so. 

The Commissioners recommend early enactment of the legislation in order to 
meet the objections raised by the Treasury Department, and in order to forestall 
any action by the Treasary Department preventing the present assistant dis- 
bursing officers from transacting such duties as the Disbursing Officer, District 
of Columbia, may have delegated to them. Should the Treasury Department, 
in the absence of statutory authority for the appointment of assistant disbursing 
officers, District of Columbia, discontinue its recognition of their appointment 
under the provisions of Department Circular No. 423, the District of Columbia 
would be greatly hampered in the performance of its municipal functions. 

The proposed draft of bill was submitted to the Bureau of the Budget and 
returned to the Commissioners with the advice that there is no objection on the 
part of that office to the presentation of the bill to Congress. 

Respectfully, 
Joun RussELt YounG, 
President, Board of Commissioners, District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
im black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


(31 Stat. 555) Junge 6, 1900 


For Avupiror’s OFFICE: For auditor, three thousand six hundred dollars; 
ehief clerk, one thousand nine hundred dollars; bookkeeper, one thousand eight 
hundred dollars; clerk, one thousand six hundred dollars; disbursing officer, 
two thousand five hundred dollars; [deputy disbursing officer, who shall here- 
after, in the absence of the disbursing officer, be authorized to transact all 
duties pertaining to said disbursing officer, and who shall be required to 
give bond to the said disbursing officer in the sum of twenty-five thousand 
dollars, conditioned on the faithful performance of the duties of his office, 
but said disbursing officer to be responsible to the United States, District 
of Columbia, and the people whom he pays, as now required by law, one thousand 
five hundred dollars;] three clerks, at one thousand four hundred dollars each: 
two clerks, at one thousand two hundre .d dollars each; clerk, one thousand dollars; 
messenger, six hundred dollars; in all, twenty-one thousand one hundred dollars. 


O 
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TO THE ABUTTING PROPERTY OWNER OR OWNERS 


Marcu 7 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


a 
Hunt, from the Committee on the District of Columbia, 
: submitted the following 


REPORT 
{To accompany 8. 673] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 673) to permit the exchange of land belonging to the 
District of Columbia for land belonging to the abutting property 
owner or owners, and for other purposes, having considered the same 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of this bill is to permit the District of Columbia to 
exchange land belonging to it for land abutting District-owned land 
where, in the judgment of the Commissioners, such exchange would 
be to the best interest of the District. Where the parcels of land to be 
exchanged are of unequal value, provision is made for the Commis- 
sioners to pay or to receive payment for the difference in value so as 
to make the exchange fair to both parties. 

The letter of January 18, 1951, from the Commissioners of the 
District of Columbia, setting forth in greater detail the purpose of 
the bill, is made a part of the report. The bill was unanimously 
reported out by the full committee. 


GOVERNMENT OF THE District OF COLUMBIA, 
Washington, D. C., January 18, 1951. 
Hon. MatrHew M. NEELY, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washington, D. C. 

My Dear Senator NEEty: The Commissioners of the District of Columbia 
have the honor to submit herewith a draft of a proposed bill ‘‘to permit the 
exchange of land belonging to the District of Columbia for land belonging to the 
abutting property owner or owners, and for other purposes.’ 
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Sections 9-301 and 9-304 of the District of Columbia Code, 1940 edition, read 
as follows: 

“9-301. The Commissioners of the District of Columbia, with the approval of 
the National Capital Park and Planning Commission, are authorized and 
empowered in their discretion, for the best interests of the District of Columbia, 
to sell and convey, in whole or in part, to the highest bidder at public or private 
sale, real estate now or hereafter owned in fee simple by the District of Columbia 
for municipal use, in the District of Columbia, which the Commissioners and the 
National Capital Park and Planning Commission find to be no longer required 
for public purposes (Aug. 5, 1939, 53 Stat. 1211, ch. 449, see. 1). 

* . * + * * * 


“9-304. The Secretary of the Interior, with the approval of the National 
Capital Park and Planning Commission, is hereby authorized, in his discretion, 
for the best interests of the United States, to sell and convey, in whole or in part, 
by proper deed or instrument, any real estate held by the United States in the 
District of Columbia and under the jurisdiction of the National Park Service, 
which may be no longer needed for public purposes, for cash, or on such deferred- 
payment plan as the Secretary of the Interior may approve, at a price not less 
than that paid for it by the Government and not less than its present appraised 
value as determined by him (Aug. 5, 1939, 53 Stat. 1211, ch. 449, see. 4).”’ 

Thus the law authorizes the Commissioners to sell District land which is no 
longer needed by the District, but requires that such sales be made to the highest 
bidder at public or private sale. This feature sometimes works to the detriment 
of the District. As an illustration, the District owns a parcel of land which it 
is advantageous for an abutting property owner to acquire, and the owner of the 
abutting property has a parcel of land which it is advantageous for the District 
to acquire. In the sale of such land belonging to the District, it might happen 
that the highest bidder would not be the owner of the abutting property. In 
such event, the abutting property owner would be prevented from acquiring such 
land from the District and the District would be prevented from acquiring the 
parcel of land from such abutting property owner in exchange for its own land. 

The proposed legislation would permit the District to exchange land belonging 
to it for land abutting the District-owned land where, in the judgment of the 
Commissioners, such exchange would be to the best interest of the District. 
Where the parcels of land to be exchanged are of unequal value, provision is made 
for the Commissioners to pay or to receive payment for the difference in value 
so as to make the exchange fair to both parties. 

What has been said above with respect to land belonging to or needed by the 
District is equally applicable to the situation where the land belongs to the 
United States and it is desirable to exchange such land for land belonging to 
abutting owners. At the request of the National Capital Park and Planning 
Commission, the bill has been drafted,so as to grant to the Secretary of the 
Interior the same authority to make exchanges as the bill grants to the District 
Commissioners. 

The Commissioners recommend early enactment of the legislation. 

The proposed draft of bill was submitted to the Bureau of the Budget and 
returned to the Commissioners with the advice that there is no objection on the 
part of that office to the presentation of the bill to Congress. 

Respectfully, 
Guy Mason, 
Acting President, Board of Commissioners. 
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AMENDING SECTION 7 OF AN ACT ENTITLED “AN ACT MAKING 
APPROPRIATIONS TO PROVIDE FOR THE EXPENSES OF THE 
GOVERN MENT OF THE DISTRICT OF COLUMBIA FOR THE FISCAI 
YEAR ENDING JUNE THIRTIETH, NINETEEN HUNDRED AND 
THREE, AND FOR OTHER PURPOSES” 
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y TRRATI 


‘ 


r Hun NT, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 
[To accompany 8. 261] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 261) to amend section 7 of an act entitled “‘An act making 
appropriations to provide for the expenses of the government of the 
District of Columbia for the fiscal year ending June thirtieth, nineteen 
hundred and three, and for other purposes,’’ approved July !, 1902, 
having considered the same, report favorably thereon with amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, strike the proviso beginning in line 13 and ending in line 19, 

and substitute in lieu thereof the following: 
Provided, however, That licenses issued under this subparagraph for the license 
period expiring on June 30 of any year shall remain valid until such expiration 
date, andthe holders of such licenses, if otherwise qualified, shall be entitled to 
have issued to them upon expiration of such licenses new licenses for the license 
year beginning April 1 to be prorated for the remainder of the license year. 

The purpose of this bill is to change the date on which licenses may 
be issued to sightseeing vehicles and other passenger vehicles for hire, 
having a seating capacity of eight or more passengers. Under exist- 
ing law the licenses date from April 1 and may be issued on or after 
March 15. The licensing officers desire more time to issue these 
licenses and recommend that they may be issued on or after March 1. 
The bill would also change the license year to begin on April 1 rather 
than July 1, with respect to ambulances for hire and passenger vehicles 
used solely for funeral purposes. 

The bill has the approval of the Board of Commissioners, Depart- 
ment of Vehicles and Traffic, Public Utilities Commission, and the 
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TTDOD \] 


Hunt, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 261] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 261) to amend section 7 of an act entitled ‘‘An act making 
appropriations to provide for the expenses of the government of the 
District of Columbia for the fiscal year ending June thirtieth, nineteen 
hundred and three, and for other purposes,”’ approved July 1, 1902, 
having considered the same, report favorably thereon with amendment 
and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, strike the proviso beginning in line 13 and ending in line 19, 

and substitute in lieu thereof the following: 
Provided, however, That licenses issued under this subparagraph for the license 
period expiring on June 30 of any year shall remain valid until such expiration 
date, and-the holders of such licenses, if otherwise qualified; shall be entitled to 
have issued to them upon expiration of such licenses new licenses for the license 
year beginning April 1 to be prorated for the remainder of the license year. 

The purpose of this bill is to change the date on which licenses may 
be issued to sightseeing vehicles and other passenger vehicles for hire, 
having a seating capacity of eight or more passengers. Under exist- 
ing law the licenses date from April 1 and may be issued on or after 
March 15. The licensing officers desire more time to issue these 
licenses and recommend that they may be issued on or after March 1. 
The bill would also change the license year to begin on April 1 rather 
than July 1, with respect to ambulances for hire and passenger vehicles 
used solely for funeral purposes. 

The bill has the approval of the Board of Commissioners, Depart- 
ment of Vehicles and Traffic, Public Utilities Commission, and the 
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Bureau of the Budget. The bill was unanimously reported out by the 
full committee. 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Sec. 7. 
Pée:3172 #4 
* * * * * * * 

(c) Owners of passenger vehicles for hire having a seating capacity of eight 
passengers or more, in addition to the driver or operator, other than those licensed 
to the preceding subparagraph, shall pay a license tax of $100 per annum for each 
vehicle used. No such vehicle shall be operated unless there shall be conspicu- 
ously displayed therein a license issued under the terms of this subparagraph. 
Licenses issued under this subparagraph shall date from April 1 of each year, but 
may be issued on or after [March 15] March 1 of such year: Provided, however; 
That all licenses issued for a period prior to April 1, 1940, shall expire on March 31, 
1940, and the license fee therefor shall be prorated accordingly. 

(d) Owners of passenger vehicles for hire, whether operated from a private 
establishment or from public space, other than those licensed under the two 
preceding subparagraphs and under subparagraph (i) of this paragraph, shall pay 
a license tax of $25 per annum for each such vehicle used in the conduct of their 
business. Stands for such vehicles upon public space, adjacent to hotels or other- 
wise, may be established in the manner provided in section 6 (e) of the Act entitled 
*‘An Act to amend the Acts approved March 3, 1925, and July 3, 1926, known as 
the District of Columbia Traffic Acts, and so forth’. The Publie Utilities Com- 
mission is hereby authorized to make and enforce all such reasonable and usual 
police regulations as it may deem necessary for the proper conduct, control, and 
regulation of all vehicles described in this and the preceding subparagraphs and 
paragraph 33 hereof. Licenses issued under this subparagraph shall date from 
April 1 of each year, but may be issued on or after [March 15] March 1 of such 
year: Provided, however, That all licenses issued for a period prior to April 1, 
1940, shall expire on March 31, 1940, and the license fee therefor shall be prorated 
accordingly. 

* * * * * * * 

(i) Owners of ambulances for hire and owners of passenger vehicles which, 
when used for hire, are used exclusively for funeral purposes shall pay a license 
tax of $25 per annum for each such vehicle used in the conduct of their business. 
Licenses [used] issued under this subparagraph shall date from [July 1] April 1 
in each year but may be issued on or after March 1 of each year: Provided, however, 
That licenses issued under this subparagraph for the license period expiring on 
June 30 of any year shall remain valid until such expiration date, and the holders 
of such licenses, tf otherwise qualified, shall be entitled to have issued to them upon 
expiration of such licenses new licenses for the license year beginning April 1 to be 
prorated for the remainder of the license year. 


O 
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PROVIDING COMPENSATION FOR DUTY VOLUNTARILY PER- 
FORMED ON THEIR DAYS OFF BY OFFICERS AND MEMBERS 
OF THE’ METROPOLITAN POLICE FORCE, THE UNITED STATES 
PARK POLICE FORCE, AND THE WHITE HOUSE POLICE FORCE 


7 (legislative day, JANUARY 29), 1951.—Ordered to be printed 


Mr. Hunt, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany S8. 489] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 489) to provide compensation for duty voluntarily per- 
formed on their days off by officers and members of the Metropolitan 
Police force, the United States Park Police force, and the White House 
Police force, having considered the same, report favorably thereon 
with amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, strike out all of line 9 and the words “personnel strength’’ 
on line 1 of page 2, and in lieu thereof insert the following: 

(e) For each day a vacancy exists in the personnel strength for which funds 
are appropriated by applicable appropriation acts current in any fiscal year 

The purpose of this bill is to allow payment to me seg ‘rs of the 
Metropolitan Police force, the United States Park Police force, and 
the White House Police force, for work on a sixth day in any week, 
where such services are required because of existing vacancies in 
authorized personnel strength. 

On August 15, 1950, the President approved an act (Public Law 
693) granting a a 5-day week for officers and members of the Metro- 
politan Police force, the United States Park Police force, and the 
White House Police foree. Because of difficulties in recruiting suffi- 
cient men to bring the force to authorized strength, this 5-day week 
has not yet been placed in effect, and all members of the forces have 
continued to work 6 days without additional compensation. This 
bill would permit payment for services voluntarily performed on a 
sixth day, where such services are required because of vacancies in 
authorized strength. Such additional pay will be at the rate of 
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one three hundred and sixtieth of the officers’ annual salary. The 
present bill will materially assist the Civil Service Commission and 
the Metropolitan Police Department in recruiting the additional 
personnel necessary to bring the force to its full complement. 

The bill has the approval of the Commissioners of the District of 
Columbia, the District of Columbia Policemen’s Association, and was 
unanimously reported by the full committee. 


CHANGES IN EXISTING LAW 


In compliance e with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as re ported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


{[Pustic Law 693—8Ilst Concress] 
[CHAPTER 715—2p Session] 
[H. R. 7695] 


AN ACT To provide a five-day week for officers and members of the Metropolitan Police force, the United 
States Park Police force, and the White House Police force 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) every officer and member of the Metro- 
politan Police force, the United States Park Police force, and the White House 
Police force shall be granted two days off in each period of seven days, which 
shall be in addition to the annual leave and sick leave to which he is entitled by 
law. F 

(b) Notwithstanding subsection (a), whenever the Commissioners of the 
District of Columbia declare that an emergency exists of such a character as to 
require the continuous service of all officers and members of the Metropolitan 
Police force, it shall be the duty of the major and superintendent of police to 
suspend and discontinue the granting of such two days off in seven during the 
continuation of such emergency. 

(c) Notwithstanding subsection (a), whenever the Secretary of the Interior 
declares that an emergency exists of such a character as to require the continuous 
service of all officers and members of the United States Park Police force, it shall 
be the duty of the superintendent of National Capital Parks to suspend and 
discontinue the granting of such two days off in seven during the continuation 
of such emergency. 

(d) Notwithstanding subsection (a), whenever the Chief of the Secret Service 
Division finds that an emergency exists of such a character as to require the 
continuous service of all officers and members of the White House Police force, 
he shall suspend and discontinue the granting of such two days off in seven during 
the continuation of such emergency. 

(e) For each day a vacancy exists in the personnel strength for which funds are 
appropriated by applicable appropriation acts current in any fiscal year in any 
particular rank of the Metropolitan Police force, the United States Park Police force, 
or the White House Police force, the major and superintendent of police, the Secretary 
of the Interior, and the Chief of the Secret Service Division may permit an officer or 
member of their respective forces of ee rank voluntarily to perform duty on any day 
off granted under this Act. Each such officer or member shall be entitled to receive, 
in addition to his annual basic salary, compensation at the basic daily rate (one 
three-hundred-and-sixtieth of his annual basic salary) for each day of duty volun- 
tarily performed under this subsection, such additional compensation to be paid from 
current appropriations. Any officer or member so volunteering to perform duty on a 
day off shall be entitled to all rights, benefits, and privileges, and shall be subject to 
all obligations and duties, to which he is entitled or to which he is subject on any regular 
work day. Additional compensation paid under this subsection shall not be con- 
sidered as salary for the purpose of computing retirement compensation or relief 
payments under section 12 of the Act entitled ‘An Act making appropriations to pro- 
vide for the expenses of the government of the District of Columbia for the fiscal year 
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ending June thirtieth, nineteen hundred and seventeen, and for other purposes’’, 
approved September 1, 1916, as amended, nor shall such additional compensation be 
subject to deduction as provided in section 5 of the Act entitled ‘‘ An Act to fix the salaries 
of officers and members of the Metropolitan Police force and the Fire Department of 
the District of Columbia,” approved July 1, 1930, as amended. 

Sec. 2. The first sentence of section 203 (a) of title 3, United States Code, is 
amended by striking out the words ‘‘one hundred and ten’’ and by inserting the 
words ‘‘one hundred and thirty-three” in lieu thereof. 

Sec. 3. This Act shall take effect when funds have been appropriated and 
made available for the additional personnel necessary to carry out the purposes 
of this Act. 


Approved August 15, 1950. 


O 
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PERMITTING SALE OF POSTAL MAPS, TRANSCRIPTS, 
AND OPINIONS OF SOLICITOR OF POST OFFICE 
DEPARTMENT 


Marcu 12, 1951.—Ordered to be printed 
“9 
Od 


=, CMr.JSoxunston of South Carolina, from the Committee on Post Office 
os and Civil Service, submitted the following 


REPORT 


(To accompany S. 803] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 803) to authorize the sale of post route and rural 
delivery maps, opinions of the Solicitor, and transcripts of hearings 
before trial examiners, at rates to be determined by the Postmaster 
General, having considered the same, report favorably thereon with 
an amendment and recommend that the bill, as amended, do pass. 


STATEMENT 


For many years legislation making appropriations for postal pur- 
poses has contained language authorizing the Postmaster General to 
sell post route and rural delivery maps to the public at reasonable 
prices. In the Eighty-first Congress the Post Office Appropriation 
Act enlarged this authority to include the sale of transcripts of hear- 
ings before Post Office examiners and the opinions of the Solicitor of 
the Department, which prior to that time could only be loaned to 
those in need of such records. 

In the opinion of the Postmaster General it is desirable to have in 
substantive law that which has existed previously by virtue of annual 
enactment for that year only. In this the committee concurs. 

No effort has been made to make a profit on furnishing maps, 
transcripts, and opinions to the interested public, the reasonable price 
being based on the cost of production and handling. Transcripts in 
hearings on obscene matter do not include the exhibits containing 
such obscene matter. 

No cost is involved in this legislation which is approved by the 
Postmaster General and the Bureau of the Budget. 

Attached hereto is copy of letter from the Postmaster General 
requesting the introduction of the legislation covered by S. 803. 
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AMENDMENT 


The bill is amended by adding a provision that such sales shall not 
be at a price that represents more than the cost thereof. The com- 
mittee feels that this service to the interested public shall at all 
times be furnished at actual cost and that same not be used as a 
means of making a profit. 


Post OrricE DEPARTMENT, 
Washington, D. C., January 25, 1951. 
Hon. ALBEN W. BARKLEY, 

President of the United States Senate. 


Dear Mr. PRESIDENT: Submitted herewith, for consideration by the Congress, 
is proposed legislation ‘‘to authorize the sale of post route and rural delivery maps, 
opinions of the Solicitor, and transcripts of hearings before trial examiners, at 
rates to be determined by the Postmaster General.” 

At the present time the only authority for the sale of the articles is that con- 
tained in the current appropriation act for the Post Office Department (sec 204, 
title II, ch IV, of Public Law 759, approved September 6, 1950). This authority 
is believed to constitute substantive legislation subject to points of order. To 
correct the situation, and also eliminate the necessity for yearly repetition of such 
authority in the appropriation acts for the Post Office Department, it is believed 
that the authority now contained in section 204, title II, chapter IV of Public Law 
759, should be enacted into substantive legislation. 

It is believed that the legislation submitted herewith will accomplish the pur- 
pose desired, and its early enactment is recommended. 

The Bureau of the Budget has advised this Department that there is no objection 
to the presentation of this proposed legislation to the Congress for its considera- 
tion. 

Sincerely yours, 
J. M. Donapson, 
Postmaster General. 


O 
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‘FARLAND, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany S. 75] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 75) to authorize the construction, operation, and 
maintenance of a dam and incidental works in the main stream of the 
Colorado River at Bridge Canyon, together with certain appurtenant 
dams and canals, and for other purposes, having considered the same, 


report favorably thereon and recommend that the bill do pass. 


GENERAL STATEMENT 


The bill S. 75, which is the same as S. 75 reported by this committee 
in the Eighty-first Congress and passed by the Senate by a vote of 
55 to 28, with a few amendments hereinafter described, authorizes 
the construction of a multipurpose project known as the Bridge 
Canyon project, which includes a dam and other works on the Colorado 
River in northwestern Arizona, works in central Arizona, and a 
dam and works in New Mexico. The primary purposes are to provide 
urgently needed irrigation water for more than 725,000 acres in 
Arizona and New Mexico; and to furnish an installed capacity of 
approximately 770,100 kilowatts of power needed for domestic, 
commercial, and pumping purposes. 

The project recommended by this bill, which has been approved by 
the Department of the Interior, has been exhaustively studied by 
the committee during 15 days of testimony in the Eightieth Congress 
on a predecessor and a related bill (S. 1175 and S. J. Res. 145) and 
20 additional days in the Eighty-first Congress. In all, more than a 
hundred witnesses were heard and the printed records comprise 
several thousand pages of testimony, tables, charts, and diagrams. 

Those hearings prove beyond question that the project here au- 
thorized is not only one of the most important reclamation programs 
in the entire United States but that the economy of much of the 
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submitted the following 


ee 


cr > 


a 


‘ae! 


REPORT 


[To accompany 8. 75 
The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 75) to authorize the construction, operation, and 
maintenance of a dam and incidental works in the main stream of the 
Colorado River at Bridge Canyon, together with certain appurtenant 
dams and canals, and for other purposes, having considered the same, 


report favorably thereon and recommend that the bill do pass. 


GENERAL STATEMENT 


The bill S. 75, which is the same as S. 75 reported by this committee 
in the Righty-first Congress and passed by the Senate by a vote of 
55 to 28, with a few amendments hereinafter described, authorizes 
the construction of a multipurpose project known as the Bridge 
Canyon project, which includes a dam and other works on the Colorado 
River in northwestern Arizona, works in central Arizona, and a 
dam and works in New Mexico. The primary purposes are to provide 
urgently needed irrigation water for more than 725,000 acres in 
Arizona and New Mexico; and to furnish an installed capacity of 
approximately 770,100 kilowatts of power needed for domestic, 
commercial, and pumping purposes. 

The project recommended by this bill, which has been approved by 
the Department of the Interior, has been exh: austively studied by 
the committee during 15 days of testimony in the Eightieth Congress 
on a predecessor and a related bill (S. 1175 and S. J. Res. 145) and 
20 additional days in the Eighty ‘first Congress. In all, more than a 
hundred witnesses were heard and the printed records comprise 
several thousand pages of testimony, tables, charts, and diagrams. 

Those hearings prove beyond question that the project here au- 
thorized is not only one of the most important reclamation programs 
in the entire United States but that the economy of much of the 

S. Rept. 163, S2-1———1 
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State of Arizona is largely dependent upon its completion. Thousands 
of farmers live on the 725,000 acres in Arizona which would receive 
irrigation water from the project; additional thousands of familes, 
merchants, suppliers, bankers, and workers on these farms are direc tly 
dependent for their very existence on the continued production of 
these areas. The area will revert to desert if additional water is not 
soon made available. 

The committee is also impressed with the fact, brought out at the 
hearings, that not only is there at present a serious shortage of elec- 
trical power in the entire lower basin area—Utah, New Mexico, 
Arizona, Nevada, and California—but that the demand for electrical 
energy will continue to grow far beyond present means of supply. 
It is clear that the industrial economy of these five States will fs 
severely impaired and retarded if additional hydroelectric energy 
not quickly developed. 

There exists a dispute between two States, Arizona and California, 
as to the right to use Colorado River water. While it is clear that 
both States have rights to the use of the water, witnesses represent- 
ing Nevada and California questioned the right of Arizona to use 
Colorado River water for the project here recommended. 

The committee is firmly of the opinion that regardless of the con- 
testing claims of the States which have rights to Colorado River water 
that the project here recommended should be authorized and the bill, 
S. 75, be passed. The. bill contains the provision known as the 
O’Mahoney-Millikin amendment which was adopted by the commit- 
tee in reporting S. 75 in the Eighty-first Congress, which preserves 
the rights of the contesting parties by pe rmitting a suit to be brought 
within 6 months from the date of enactment of this bill, which suit 
would judicially determine the rights of the parties. The amendment 
provides that the Government of the United States may be made a 
party to that suit. Moreover, the amendment fully protects the 
rights of the States involved by the prohibition of expenditures during 
such period and the pendency of such litigation for works which are 
required solely for diverting, transporting, and delivering water from 
the main stream of the Colorado River for use in Arizona. 

The bill also contains what was known as the Watkins amendment 
which was adopted by the committee in the Eighty-first Congress, 
which eliminates from the project the construction of a dam, designed 
for silt control, on the San Juan River at what is known as the Bluff 
site. Construction of the Bluff Dam was, in the committee’s opinion, 
made unnecessary in view of abundant evidence before it that the 
entire problem of silt control for the over-all project herein authorized 
would be fully and adequately solved by the construction of a dam at 
the Glen Canyon site, a project strongly favored by the Colorado 
River Basin States, and on which a report is being prepared by the 
Bureau of Reclamation for consideration by the committee. The 
Glen Canyon project is described in The Colorado River, a 300-page 
comprehensive report on the development of water resources by the 
Bureau of Reclamation. The Bureau’s factual analysis of the value 
of constructing the Glen Canyon Dam is explained on page 146 of 
that report. 

The Glen Canyon Dam, in the opinion of the committee, should 
and will be authorized and constructed at an early date as a separate 





BRIDGE CANYON PROJECT 3 
and distinct project, not alone for silt control, but is essential in the 
development of the river for two additional primary reasons: 

(a) To provide for the regulation of the flow of the Colorado River 
which would enable the upper basin States to meet their obligation 
under the Colorado River compact to deliver 75,000,000 acre-feet of 
water to the lower basin States every 10 years; and 

(6) To help meet the acute power shortage in that area. 

The amendment herein adopted reduces the over-all cost of the 
Bridge Canyon project by $29,628,000, thus bringing the total cost 
down to $708,780,000 at 1947 prices, of which approximately 99 per- 
cent is reimbursable. Such a reduction will aid water users and others 
who must meet repayment costs. 

The bill also incorporates the provision worked out and agreed to 
by the Department of the Interior and the Hualpai Tribal Council 
for the protection of the rights of the Indians. 

The amendment requested by the National Park Service was 
adopted by the Senate in the Eighty-first Congress. The present bill 
contains that provision which provides that the Bridge Canyon Dam 
shall be constructed at an elevation of not more than 1,877 feet. 

The committee also desires to call attention to the fact that a 
resolution is now pending before it, Senate Joint Resolution 26, 
successor to Senate Joint Resolution 4 in the Kighty-first Congress, 
which would give consent to a suit in the Supreme Court to settle the 
conflicting claims to use of Colorado River water. The committee 
feels that these claims do not constitute a justiciable issue at this time. 
The purpose of the resolution is accomplished by the O’Mahoney- 
Millikin amendment which is incorporated in the bill, while at the 
same time authority is given to undertake the project so urgently 
necessary. A substantial part of the project here recommended is not 
in dispute by any party; and construction of that part should not be 
affected or halted by the claims of contesting parties, the committee 
believes. 

The committee is of the opinion that to delay the construction of 
nondisputed features of this project would be tragic for those thousands 
of citizens who are dependent for their future livelihood on its early 
completion. There is no dispute from any witness that the benefits 
of the noncontested features of the project are vitally needed and 
should be constructed. In recommending the passage of this bill. the 
committee has provided an opportunity for the judicial determination 
of conflicting claims but at the same time is authorizing the beginning 
of construction on a project which is essential to the economic welfare 
of a substantial portion of the United States. 

A more detailed consideration of the features of the bill follows: 


SCOPE 


5. 75 authorizes works and facilities for the delivery of Colorado 
River water to the area embraced in the central Arizona project and 
to generate hydroelectric energy, the principal features of which are 
as follows: 

(a) A dam and incidental works (including a generating plant) at 
Bridge Canyon on the Colorado River above Lake Mead in north- 
western Arizona. The dam would be 673 feet high above the bed of 
the Colorado River, at an elevation of not more than 1,877 feet above 
sea level. 
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State of Arizona is large ly dependent upon its completion. Thousands 
of farmers’ live on the 725,000 acres in Arizona which would receive 
irrigation water from the project; additional thousands of familes, 
merchants, suppliers, bankers, and workers on these farms are direc tly 
dependent for their very existence on the continued production of 
these areas. The area will revert to desert if additional water is not 
soon made available. 

The committee is also impressed with the fact, brought out at the 
hearings, that not only is there at present a serious shortage of elec- 
trical power in the entire lower basin area—Utah, New Mexico, 
Arizona, Nevada, and California—but that the demand for electrical 
energy will continue to grow far beyond present means of supply. 
It is clear that the industrial economy of these five States will be 
severely impaired and retarded if additional hydroelectric energy is 
not quickly developed. 

There exists a dispute between two States, Arizona and California, 
as to the right to use Colorado River water. While it is clear that 
both States have rights to the use of the water, witnesses represent- 
ing Nevada and California questioned the right of Arizona to use 
Colorado River water for the project here recommended. 

The committee is firmly of the opinion that regardless of the con- 
testing claims of the States which have rights to Colorado River water 
that the project here recommended should be authorized and the bill, 
S. 75, be passed. The. bill contains the provision known as the 
O’Mahoney-Millikin amendment which was adopted by the commit- 
tee in reporting 5. 75 in the Eighty-first Congress, which preserves 
the rights of the contesting parties by permitting a suit to be brought 
within 6 months from the date of enactment of this bill, which suit 
would judicially determine the rights of the parties. The amendment 
provides that the Government of the United States may be made a 
party to that suit. Moreover, the amendment fully protects the 
rights of the States involved by the prohibition of expenditures during 
such period and the pendency of such litigation for works which are 
required solely for diverting, transporting, and delivering water from 
the main stream of the Colorado River for use in Arizona. 

The bill also contains what was known as the Watkins amendment 
which was adopted by the committee in the Eighty-first Congress, 
which eliminates from the project the construction of a dam, designed 
for silt control, on the San Juan River at what is known as the Bluff 
site. Construction of the Bluff Dam was, in the committee’s opinion, 
made unnecessary in view of abundant evidence before it that the 
entire problem of silt control for the over-all project herein authorized 
would be fully and adequately solved by the construction of a dam at 
the Glen Canyon site, a project strongly favored by the Colorado 
River Basin States, and on which a report is being prepared by the 
Bureau of Reclamation for consideration by the committee. The 
Glen Canyon project is described in The Colorado River, a 300-page 
comprehensive report on the development of water resources by the 
Bureau of Reclamation. The Bureau’s factual analysis of the value 
of constructing the Glen Canyon Dam is explained on page 146 of 
that report. 

The Glen Canyon Dam, in the opinion of the committee, should 
and will be authorized and constructed at an early date as a separate 
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and distinct project, not alone for silt control, but is essential in the 
development of the river for two additional primary reasons: 

(a) To provide for the regulation of the flow of the Colorado River 
which would enable the upper basin States to meet their obligation 
under the Colorado River compact to deliver 75,000,000 acre-feet of 
water to the lower basin States every 10 years; and 

(6) To help meet the acute power shortage in that area. 

The amendment herein adopted reduces the over-all cost of the 
Bridge Canyon project by $29,628,000, thus bringing the total cost 
down to $708,780,000 at 1947 prices, of which approximately 99 per- 
cent is reimbursable. Such a reduction will aid water users and others 
who must meet repayment costs. 

The bill also incorporates the provision worked out and agreed to 
by the Department of the Interior and the Hualpai Tribal Council 
for the protection of the rights of the Indians. 

The amendment requested by the National Park Service was 
adopted by the Senate in the E ighty-first Congress. The present bill 
contains that provision which provides that the Bridge Canyon Dam 
shall be constructed at an elevation of not more than 1,877 feet. 

The committee also desires to call attention to the fact that a 
resolution is now pending before it, Senate Joint Resolution 26, 
successor to Senate Joint Resolution 4 in the Eighty-first Congress, 
which would give consent to a suit in the Supreme Court to settle the 
conflicting claims to use of Colorado River water. The committee 
feels that these claims do not constitute a justiciable issue at this time. 
The purpose of the resolution is accomplished by the O’Mahoney- 
Millikin amendment which is incorporated in the bill, while at the 
same time authority is given to undertake the project so urgently 
necessary. A substantial part of the project here recommended is not 
in dispute by any party; and construction of that part should not be 
affected or halted by the claims of contesting parties, the committee 
believes. 

The committee is of the opinion that to delay the construction of 
nondisputed features of this project would be tragic for those thousands 
of citizens who are dependent for their future livelihood on its early 
completion. There is no dispute from any witness that the benefits 
of the noncontested features of the project are vitally needed and 
should be constructed. In recommending the passage of this bill, the 
committee has provided an opportunity for the judicial determination 
of conflicting claims but at the same time is authorizing the beginning 
of construction on a project which is essential to the economic welfare 
of a substantial portion of the United States. 

A more detailed consideration of the features of the bill follows: 


SCOPE 


S. 75 authorizes works and facilities for the delivery of Colorado 
River water to the area embraced in the central Arizona project and 
to generate hydroelectric energy, the principal features of which are 
as follows 

(a) A dam and incidental works (including a generating plant) at 
Bridge Canyon on the Colorado River above Lake Mead in north- 
western Arizona. The dam would be 673 feet high above the bed of 
the Colorado River, at an elevation of not more than 1,877 feet above 
sea level. 
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(b) A related system of main conduits and canals for the transpor- 
tation of water to the project area, including a main canal from Lake 
Havasu above Parker Dam to the Salt River above Granite Reef Dam, 
and incidental pumping plants required to raise water from the lake 
to flow by gravity; a canal from the Salt River to the Gila River 
above the town of Florence, Ariz.; thence a canal to Picacho Reser- 
voir; and thence a canal to the flood plains of the Santa Cruz River. 

(c) A dam at the Hooker site in New Mexico, and such other dams, 
canals, and other works as may be necessary for the transportation 
of water and the effectuation of exchanges of water between the 
users in the lower regions of the Salt and Gila Rivers and the users 
on the higher elevations of such rivers which cannot be reached by 
a gravity flow of the Colorado River. These exchanges would permit 
the supply of Colorado River water to lower lands now receiving 
water from the Salt and Gila Rivers and their respective tributaries, 
thereby releasing the demands upon such latter waters in the lower 
areas and making the released water available for use on the higher 
lands. 

(d) Complete plants, transmission lines, and incidental structures 
suitable for the fullest economic development and delivery of electric 
energy generated from water at the works to be constructed under 
the bill, both for use in the operation of the project and for sale in 
accordance with Federal reclamation law. 

The construction of the tunnel contained in S. 75, as passed by the 
Senate in the Eighty-first Congress, was eliminated in accordance 
with action taken by the Irrigation and Reclamation Subcommittee 
of the Public Lands Committee in the House. This does not change 
the authorization for the project as the provisions of the original bill 
provided for pumping plants and also required additional authoriza- 
tion action by Congress before the tunnel could be constructed. The 
tunnel’s elimination is the answer to California arguments of extrava- 
gant costs of the project. The project report submitted by the 
Interior Department was based on the construction of the project 
without the tunnel. Hence the bill now conforms to the report in 
this respect. 

PURPOSE 


The main purposes of the project are briefly summarized as follows: 

(a) To supply supplemental water for the Central Arizona project 
and for lands now being irrigated from the Gila River in New Mexico. 
In describing this phase of the project, the regional director of the 
third region of the Bureau of Reclamation, in his report to the Bureau 
(p. 118, H. Doc. No. 136, 81st Cong., Ist sess., Central Arizona project) 
said: 
It has been shown previously that the Central Arizona project is essentially a 
“rescue” project designed to eliminate the threat of a serious disruption of the 
area’s economy. 

(6) To provide a great new source of hydroelectric power to supply 
the rapidly expanding economy of the area and the tremendously 
increasing demand for electric energy. The Bureau of Reclamation 
(p. 181, H. Doc. No. 136) states that the most conservative forecast 
indicates that present total energy requirements would be doubled by 
about 1966. The Federal Power Commission, in a survey made by 
it based on data available through 1946, declares that energy require- 
ments would be doubled by 1958. 








BRIDGE CANYON PROJECT 5 


(c) To furnish other substantial benefits such as flood and erosion 
control, advantageous exchanges and conservation of water, aug- 

mented supplies of water for ‘municipal purposes, fish and wildlife 
conservation, and recreation. 

A portion of the costs of the project, corresponding to over-all public 
benefits for flood control and fish and wild life conservation, approxi- 
mately 1 percent of the cost, is nonreimbursable. However, a much 
larger portion of the cost, approximately 99 percent, is reimbursable. 
The committee points out that as to such reimbursable costs, the proj- 
ect will be a self-supporting and financially solvent undertaking. A 
related feature lies in the circumstance that part of the power generated 
at the Bridge Canyon plant will operate the pumps required to lift 
the water from Lake Havasu; and the balance of that power, about 
two-thirds of the total output, will be available for commercial sale. 

The Central Arizona project consists of approximately 725,000 acres, 
which are located about as follows: 445,000 acres in Maricopa County, 
200,000 acres in Pinal County, and 40,000 acres in Graham and Green- 
lee Counties. The report of the Bureau of Reclamation was thorough 
and complete as to the need for a supplemental supply of water for 
these lands. This report was fully corroborated to the satisfaction of 
the committee by testimony during the hearings on S. 75 in the 
Kighty-first Congress and its predecessor, 5. 1175, in the Eightieth 
Congress. 

Two examples pointing up the need for additional water may be 
cited. The Salt River Valley Water Users Association project, com- 
prising 242,000 acres in Maricopa County, is the largest and oldest 
project in Arizona and has had the most adequate water supply. 
That supply consists of waters stored in the Roosevelt Dam and three 
other dams on the Salt River and two dams on the Verde River with 
a total capacity of approximately 2,000,000 acre-feet and a supple- 
mental water supply secured by pumping from underground water. 
Storage capacity is sufficient, yet water supply has been ade ‘quate in 
only two of the last 25 years. It has fallen as low (in 1947) as 2 acre- 
feet per acre and this vear (1951) to less than 1 acre-foot per acre. 
But the Bureau of 0 estimates that tie minimum per acre 
requirement to produce crops under proper irrigation practices is 
4 acre-feet at the farmer’s headgate. 

The second example of severe deficiency of water is afforded by 
the San Carlos irrigation and drainage district, which comprises 
100,000 acres of land irrigated in part by pumped water and in part 
by water flowing by gravity from the Coolidge Reservoir on the Gila 
River. The San Carlos district is the second largest of the sub- 
divisions of the Central Arizona project, and half of the district lands 
is owned by the Pima Indians who with their forebears are the pioneer 
irrigators of Arizona. In 1947 there was only one-fourth enough 
water for the San Carlos district and this year Coolidge Reservoir is 
dry. Supplemental water will not only rescue these lands, but will 
afford a solution to one of Arizona’s problems with its Indian residents. 

Other Arizona lands have a similar or even more inadequate supply 
of water. 

According to letters received by the committee the prospects for 
for water for 1951 are most serious. 

In the San Carlos project the Coolidge Dam Reservoir is dry and 
the farmers can only rely on such water as can be pumped, which is 
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less than one-half acre-foot per acre. This means not more than 
one-eighth of the project land can be irrigated in 1951. 

The evidence shows that most of the farmers have similar water 
rights and that there is no way of just eliminating part of the land 
from cultivation. The economy of the whole 725, 000 acres is affected. 

However, in the committee’s opinion, benefits to be received from 
the development of the project cannot be measured merely by the 
number of acres which will have to go back to the desert if the project 
is not authorized. The testimony “showed that the economy of the 
whole State depends largely upon irrigation. It was testified by 
witnesses that from 150,000 to 250,000 people would have to seek 
new homes if the economy of the State is not saved by this project. 
Banking institutions, stores, and other businesses now both serving 
and depending upon these people would be seriously affected by these 
lands going out of productivity, which would result in the loss of 
homes and work for this large number of people. 

The Bureau of Reclamation estimates that 1,200,000 acre-feet of 
water must be annually diverted from the Colorado River for use in 
the project area in order to save this economy. Allowing for adequate 
outflow, the net annual depletion of the Colorado River would be 
1,077,000 acre-feet of water. 


NEED 


There is no question that Arizona needs a great quantity of water to 
maintain her economy. Witnesses representing California acknowl- 
edged the existence of Arizona’s need but merely questioned the extent 
of water necessary to meet such need. The Bureau of Reclamation, 
in condensing various of its conclusions regarding the project referred 
to the need (p. 191, H. Doc. No. 136, 81st Cong.) in this language: 


Unless additional irrigation water is made available to the project area, the 
equivalent of a 30-percent reduction in the presently cultivated lands in the area 
must eventually be effected. The central Arizona project is needed to sustain 
the existing agricultural economy of the area. 

* * * ~~ ~ * 

Substantially all surface water resources in the project area are controlled and 
utilized. Pumping from the ground-water basins in the area has increased pro- 
gressively until the draft is about double the recharge. The only adequate source 
of supplemental water is the Colorado River. 


In the above-noted report of the regional director appears the fol- 
lowing language (p. 114, H. Doc. No. 136): 


In spite of the developments now available, there is an acute water shortage in 
the project area. The 1940-44 average annual surface water supply was 1,676,600 
acre-feet. This figure includes some reuse of surface water. To supplement the 
surface water supply an average of 1,163,000 acre-feet annually was pumped from 
the ground-water basin during the same period. This pumpage is estimated to be 
about 468,000 acre-feet in excess of the safe annual vield of the underlying ground- 
water basins. Obviously continued pumping at the present rate will lower the 
water table to such a point that many of the wells will become dry. The wells 
on the edge of the water basin could not be rehabilitated by deepening because the 
perimeter of the water-bearing strata will be constricted as this process continues. 


Your committee is of the opinion that if this project is not authorized 
the farmers of the area will continue to lower their water level by over- 
pumping. There will not be available sufficient water to keep the 
salt washed out of their soil and the whole 725,000 acres will gradually 


become submarginal. This will continue until the whole economy of 
the area is affected. 
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There is unanimity as to the need for additional electric energy in 
this area. The situation is well summarized by excerpts taken re- 
spectively from the report of the regional director and the report of the 
Bureau of Reclamation: 


There is an urgent and measurable need for additional electrical energy in 
Arizona, southern California, southern Utah, and southern Nevada. Studies by 
the Federal Power Commission, power distributing agencies, and the Bureau of 
Reclamation indicate that the present power load in this area, already taxing 
existing facilities, will double in the next 10 or 15 years. The major potential 
sources of electrical energy to serve these requirements are hydroelectric develop- 
ments on the Colorado River and steam or Diesel developments. Steam and 
Diesel generating power plants consume natural gas, oil, or coal. Diminishing 
natural gas and oil supplies in southern California have already caused major 
concern. There are no sources of inexpensive coal available to the power-market 
area. These natural resources should be conserved by utilizing hydro power 
whenever practicable (p. 115, H. Doe. No. 136). 

An examination of the marketing possibilities in the lower basin power-market 
area for energy produced by the potential power developments of the central 
Arizona project indicates that an ample market would exist for the output of 
these plants when they are completed. As previously noted, the rapidly expand- 
ing economy of the area has created a tremendous demand for electric energy. 
This condition, combined with the drought of recent years and the lag in the 
installation of new generating facilities during the war, has caused a power shortage 
in the area. This shortage is particularly acute in Arizona and seems likely to 
continue for some time. Generating equipment planned for installation in 
near future will eliminate most of the deficiency, but large-scale additions to the 
system will be needed to continue meeting the rapidly growing load. 

The two most important factors causing the rapid increase in total energy 
requirements have been industrial expansion and population increase. During 
the war the growth in these phases of the economic life was very rapid. In the 
postwar period the growth has continued, with the result that total energy 
requirements in the area are greater than during the last vear of the war. The 
States of Nevada, California, and Arizona are among the States experiencing 
the greatest percentage increase in population during recent vears. Both Arizona 
and California have recorded gains exceeding 25 percent Postwar building con- 
struction and industrial expansion in the urban areas of southern California has 
been unprecedented in the market area. The metropolitan area of Los Angeles is 
now rated as the second largest manufacturing center in the Nation. 


the 


TABLE 2 8. Summary of powe) feature 


Annu t plant i t 
k 4 hours 
Installed Gross average 
Power plants capacity in power head 4 . 
kilowatts in fee Initi first 50 Ult t 
I rs I | 5 
Bridge Canyon 750. 000 612 tf 4 305 $114 
Horseshoe 10, 000 4] 4 4 4() 
McDowell 4.100 54 2 21 19 
Buttes 6, O00 144 35 35 
Total 770, 100 1.7 4. 491 4, 208 
Energy replacement at Stewart 
Mountain 2 28 31 
Tee 1, 748 4. 463 1,177 
Energy requirements Havasu 
and McDowell pumping 
plants ! { a8 1, 633 
Firm commercial energy 4 70 2. 544 
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In addition to the growth in population and industry, several other fields of 
activity have contributed to the increased demand for electric energy. Among 
these are agricultural expansion and new industrial uses. Increased irrigation 
pumping, added farm use, and the use of electrometallurgical processes in the 
mineral industry have all caused an increase in the total requirements. Residen- 
tial use of electricity has greatly increased in recent years not only because of 
the increased population but also because of the trend of increased per capita 
use (pp. 180-181, H. Doc. No. 136). 

The demand for electric energy in Arizona, southern California, and southern 
Nevada is increasing at an estimated rate of 1,000,000,000 kilowatt-hours annu- 
ally. The area is looking to the Colorado River for energy to meet that increasing 
demand, and to forestall the requirements for burning oil and natural gas reserves 
in meeting those demands (p. 191, H. Doc. No. 136). 


Witnesses testifying on Arizona’s need declared that there would 
be a demand in that State for all of the electricity generated in the 
project by the time it is completed, and introduced as evidence an 
application by the Arizona Power Authority for the acquisition of all 
such electricity. The purchase by Arizona’s citizens of the hydro- 
electric output of the project combined with the payment by Arizona 
water users for water delivered to them would result in the complete 
repayment of the reimbursable portions of the costs of the project, 
plus routine maintenance and operation expenditures. 

The regional director briefly summarizes the remaining needs 
this language: 

In addition to furnishing the project area with a much-needed water supply, 
the potential Central Arizona project would provide for silt retention, flood control, 


river regulation, municipal water supply, recreation, salinity control, and fish and 
wildlife propagation (p. 118, H. Doc. No. 136). 


COSTS 


The costs of the project were estimated on factors prevalent July 1, 
1947. Upon that basis, such costs may be broken down as follows: 


Total 
C oconino Dam and Reservoir. __......-.--- 53 ; a<secwe wry Ser, COO 
Bridge Canyon Dam and Reservoir. ...................-- _ 191, 939, 000 
Bridge Canyon power plant a he y : _ 73, 419, 000 
Havasu pumping plants aera ea aoe 25, 973, 000 
Granite Reef aqueduct - es a a aaa = _ 131, 716, 000 
McDowell pumping plant and canal. ___- wee ; Sage 3, 346, 000 
McDowell Dam and Reservoir_ - Naiek oaks -aeec. 16,336,000 


MeDowell power plant Se idiecaenaer er eG 1, 012, 000 
Horseshoe Dam (enlargement) and Reservoir ___- 3 a 7, 078, 000 
Horseshoe power plant : ae ... 2,628,000 
Salt-Gila aqueduct Sosa : ...-. 34, 585, 000 
Buttes Dam and Reservoir_—.________- sass ale a wacowecedas. 2 e7, 080 
Buttes power plant ; Pe Pie ae geet ie eet Be 1, 159, 000 
Charleston Dam and Reservoir__-_ -_- = os —s j 9, 270, 000 
Tucson aqueduct. doe es = +m. See ek 6, 401, 000 
Safford Valley improvements i eae i ed i sala aha 4, 090, 000 
Hooker Dam and Reservoir. . : ; 7 ae _ 15, 484, 000 
Irrigation distribution system . acted > ee _ 54, 086, 000 
Drainage system for salinity control _  — : : 5 a err ile ; 9, 973, 000 


Power transmission system _ - -- 


ee > uchiha on ene aie bcgr ocean aca: 
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The committee desires to emphasize that the original project em- 
braced a dam and reservoir at the Bluff site in Utah. These par- 
ticular works were eliminated by the committee, and the correspond- 
ing cost ($29,628,000) has been subtracted from the originally 
estimated total of $738,408,000. The details of this procedure are 
set forth hereinafter in the treatment of amendments (pp. 12-16). 

There will be allocated to flood control $6,641,000, and to fish and 
wildlife conservation $3,129,000, which are nonreimbursable. 

All other costs will be allocated to power, irrigation, and municipal 
water supply and are fully reimbursable. 

While the 1951 prices have risen because of the emergency, because 
of the law suit and because section 15 of the bill, which provides that 
no part of the project may be constructed while materials or labor is 
needed for national defense, this project will not be constructed under 
present conditions. 

AVAILABILITY OF WATER 


While reasonably accurate computations are made and used in 
planning reclamation projects, the determination of the physical 
quantity of water flowing during a given period of time in a particular 
river is by no means an exact science. In this project the question 
of availability of water involves mixed considerations of law and fact. 

The Bureau of Reclamation, however, has studied the problem 
closely and submitted the following table of water availability in 
consonance with interpretations by Arizona. These computations 
were pe 5 pC by witnesses who testified in behalf of S. 75. This 
table, which follows, appears at page 151 of House Document No. 136: 
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[Acre-feet a year] 


Division between upper and lower basins and Mexico: 


Virgin flow of Colorado River at international boundary_...._.. 17, 720, 000 
Apportioned to the upper basin by art. III (a) of 
Colorado River compact......-........-.---.-. 7, 500, 000 
Apportioned to lower basin by art. LI (a) and () 
of Colorado River compact_ __- 8, 500, 000 
Allocated to Mexico by terms of Mexican treaty. _. 1, 500, 000 
Subtotal... is. Dei sie BN cea AN oe NEE 17, 500, 000 
Total surplus to be allocated under the terms of art. III (f) of 
Colorado River compact__________- pe EU, Sal Su 220, 000 


Water available to Arizona: 


Apportioned to lower basin under art. III (a) and (b)___-_- . 8, 500, 000 
Apportioned water for California under Limitations 
ee ee eee erties ape sigmatel tich a 4, 400, 000 
Nevaens contract. 2. 2205.4 3 40.4 bean bh ce. . 300, 000 
Lower basin uses by New Mexico and Utah____-_-__- 130, 000 
Subtotal__- _ yh. peek AEE oe a git a 4, 830, 000 
MeeindinGer Of) i) 22OCta Se 7 ek RPO ala 2 3, 670, 000 
To be allocated to Arizona under art. III (f) of the compact. -- 55, 000 
Available to Arizona_._-_-__----- Sc I ig 3, 725, 000 
Disposition of water available to Arizona: 
Present irrigation depletions: 
Little Colorado River Basin___....._..-__--_- 59, 000 
Virgin River and Kanab Creek Basins________- 5, 000 
Werte Saewen seen Sn ee eS 3, 000 
Ir sn ein 1, 135, 000 
Colorado River Indian Reservation _-__ eae 15, 000 
IIE on te kicct ke eta cola tee 34, 000 
RIO Ce ie a se iba 157, 000 
aa 1, 408, 000 
Losses from reservoirs on or benefiting main-stem developments 
of Colorado River present and future: 
Estimated total losses 900,000 acre-feet a year Arizona 
charged with proportion based on ultimate use of main 
stream Colorado River water-_-_-__- PiScahe > Susce he % a wos Gu 313, 000 
Increased depletion by potential projects: 
NIN RNIN oo clea ewnnnead 10, 000 
NI NN ws 12, 000 
EE neneny. = nena 20, 000 
Colorado River Indian Reservation__._______- 285, 000 
RNIN en in ein wena 566, 000 
Conteal Arinons project... .......-.......... 1, 077, 000 
Unassigned water__-_-_- aca a ac 34, 000 
NUNN 587 oe ct lio Skat ed oe 2, 004, 000 
I a slg a a an 3, 725, 000 


The Bureau’s table plainly shows the presence in the river of a 
sufficient quantity of water to supply the central Arizona project, and 
the testimony further established that this quantity of water is now 
flowing in the river, wasted and unused. 
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ECONOMIC AND ENGINEERING FEASIBILITY 


The testimony established that the project is definitely feasible, 
both on an economic and engineering basis. 

The economic feasibility of the project, of course, entails many 
factors which are intangible and all of which inhere in the future, so 
that it is not suse eptible of exact appraisal now. However, as has 
been previously indicated, the committee has concluded that the 
project can reasonably be expected to develop revenues to repay the 
reimbursable portions of the cost of construction within the useful 
life of the project. 

As pointed out by the Bureau of Reclamation (p. 139, H. Doc. 
No. 136), the soils in the central Arizona project are friable, have 
good water-holding capacity, and are highly productive under irri- 
gation and proper farming methods. For “example, it was shown that 
the gross value of crops grown in the Salt River Valley Water Users 
Association project for the year 1946 was $41,043,385 or $179.62 per 
acre (p.132 of the hearings on S. 1175, 80th Cong., Ist sess.). 

The Bureau of Reclamation reports that the “total tangible benefits 
from the Central Arizona project are measured by evaluation of the 
difference in the economic conditions expected to occur with and 
without the project”’ (p. C-110 of the appendixes to the Department 
of the Interior report on the Central Arizona project, being Project 
Planning Report No. 3-8B.4-2). At page C-111 of said appendixes 
the Bureau presents such tangible benefits in a statistical form as 
follows: 


(1) Annual damages expected to develop without the 
project, but which would be prevented by the 
project: 
Decrease in crop production measured in 
terms of gross crop value _ - SScetecucn SR 2fapaeo 
Increase in pumping cost__..-__-_-___-- 1, 194, 700 
Total annual damages to be prevented - -- __.. $6, 467, 070 
(2) Annual advantages expected to develop with the 
project: 
Increase in crop production measured in terms 
ol@ross Crop value._._........._.__- . $18, 306, 210 
Reduction in pumping costs_- oe 494, 400 


Total annual advantages 


Se _... 18, 800, 610 
(3) Total tangible irrigation benefits (rounded) _- 


ea dat _ 25, 268, 000 


The Bureau summarizes the subject ‘tonal benefits in this 
language (p. 187, H. Doc. No. 136): 


(a) Tangible benefits 


(1) General.—The Central Arizona project, through its functions of irrigation, 
power, silt control, recreation, municipal water supply, flood control, fish and 
wildlife conservation, and salinity control, provides benefits that are tangible in 
nature and national in scope. As a measure of the desirability of the project, 
the national benefits are compared with the national costs in the following dis- 
cussion. 


In comparing benefits and costs, the Bureau reports as follows 
(p. 190, H. Doc. No. 136): 


(c) Comparison of benefits and costs 


A summary of the various national benefits and costs ascribed to the Central 
Arizona projects is presented in table F-9. As developed therein, total annual 
benefits would amount to $41,971,000, and total annual costs would amount to 
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$25,783,500. The relationship between these factors can best be expressed in the 
form of a benefit-cost ratio, which in this case would have a value of 1.63 to 1. 
This indicates that the development of the Central Arizona project would return 
to the Nation, in the form of benefits, $1.63 for each dollar required to construct, 
maintain, and operate the project. 


The Bureau summarizes intangible benefits in this manner (p. 
190, H. Doc. No. 136): 
(d) Intangible benefits 

In addition to the benefits just indicated, there are many others of an intangible 
nature. The serious consequences that would result from a retrenchment in the 
economy of the area, including a probably enforced migration of many rural and 
urban families to more substantial places of livlihood, could be averted. Instead, 
much additional employment would result during construction, and as a result of 
operating the project and project lands. The increased production of electric 
energy would encourage industrial expansion aronenays the entire power market 
area. Increased productive capacity and the wider use of electric energy for 
domestic use would improve living standards. Such benefits and many similar 
ones add to the desirability of the development. In addition, the strengthening 


of a unit of our national economy will add to the strength of the whole, both in 
normal times and in emergencies. 


As is the case in multipurpose projects, the farmer cannot afford 
to repay all costs attributable to the irrigation features, and it is 
therefore necessary that some portion of the proceeds from sale of 
power be devoted to repayment of the cost of irrigation features. 
This is the normal situation, and accords with our established national 
policy. By way of illustration and comparison, the following table is 
submitted to demonstrate the situation of the Central Arizona project 
as compared with several other well-known projects. 


(A) (B) (B/A) 


z A Portion oy 

verage firm | rate requir 

power rate ! for irriga- Percentage 
tion subsidy * 








Millions of Millions of 
kilowatt-hours} kilowatt-hours 
I nn cit papain eaaesmeniaiaaial 5.30 0. 68 13 


eI TINIE... ov vce eeceueennadiniseeniemnniainnat 5.10 . 89 17 
ns Co neueuceeousaneneeenanabets 1.00 . 36 36 
NE MIL SA Deck Bll old Di cacicnahasieecdnemnicmermasnes 5. 50 2.47 45 
COE BID tid ccccnacecnscnedsnseseetcunnetehnnt 4.82 -72 15 


1 Estimated average power rates in Average Rate and Repayment Studies for Power System on Bureau 
of Reclamation Projects, dated January 1949. 


3 Increase in estimated average power rate to provide for necessary irrigation subsidy. 


The sale of power at the rates indicated, and the sale of water to 
irrigators at the rate of $4.75 per acre-foot, which the farmers state 
they are able and willing to pay, and of municipal water at 15 cents 
per thousand gallons are the basis for the Bureau’s estimates. The 
net result is that the protect will liquidate the reimbursable items of 
its cost over a period not to exceed 75 years, a not inappropriate 
length of time in proportion to the magnitude and importance of the 
project. The present bill is different from that passed by the Senate 
in the Kighty-frst Congress in that the repayment period is definitely 
limited not to exceed 75 years. 

Witnesses representing California interests presented arithmetical 
comparisons and illustrations, such as expressions of the cost of the 
project on a per-acre basis in accordance with a premise or assumption 
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preconceived by them. For example, they divided the entire cost 
of the entire project by the limited number of acres which they 
asserted would be benefited, thus arriving at the conclusion that the 
project was extremely expensive when expressed on a cost-per-acre 
basis. The committee has not elected to proceed upon any such 
restricted hypotheses, but has viewed the project wholly and objec- 
tively against the perspective of the long period of its life and the 
over-all interests of the Nation and region affected. Thus considered, 
it is the opinion of the committee that the project is entirely feasible 
and economically sound. 

The evidence at the hearings is replete with data and opinion upon 
the engineering aspects of the project. The situation is succinctly 
stated in the report of the Bureau of Reclamation (p. 191, H. Doc. 
136) in these words: 

_ The potential development has engineering feasibility in the sense that no 
insuperable construction problems appear to be present. 


LEGAL ISSUES 


It is undisputed that there is a sufficient quantity of water in the 
Colorado River, available for use in the lower basin but not now in 
use, to supply the Central Arizona project under 5. 75. Witnesses for 
California and Nevada question Arizona’s right to the use of this 
water. 

The committee is of the opinion that the project should be author- 
ized; but in fairness to these two States, the committee feels that they 
should have an opportunity to present their claims in the Supreme 
Court, and that in deference to their allegation that the United States 
is & Necessary party consent should be given for the joinder of the 
latter as a party to the litigation. The committee in the Eighty-first 
Congress gave tangible expression to its views upon this point in an 
amendment to the original bill. The present bill contains that provi- 
sion in sections 12 and 13. 


A. Litigation in Supreme Court 


Witnesses for California differed with those of the other States 
over the relative rights of California and Arizona to waters in the lower 
basin of the Colorado River, and as to the right of Arizona to the water 
required to effectuate the principal irrigation features contemplated 
under this bill. On the other hand, there was essential agreement 
among all witnesses that many features of the project are urgently 
required and that such features should be promptly authorized so that 
construction could be expedited 

The Honorable Earl Warren, Governor of California, in a letter 
written December 29, 1948, to the Secretary of the Interior makes 
clear that opposition to the Central Arizona project stems from the 
dispute over the legality of the claims of the two States. He wrote, 
in part, as follows (p. 16, H. Doc. No. 136): 

Until there is a final settlement of the water rights by some method, the aggre- 
gate of Arizona and California claims to Colorado River water will exceed the 
amount of water available to the lower-basin States under the Colorado River 
Compact and relevant statutes and decisions. It is only because a determination 
of the respective rignus of the lower-basin States to the waters of the Colorado 
River system has not been made, that California submits any criticism of your 
proposeu report. Whenever it is finally determined what water belongs legat'v 
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to Arizona, it should be permitted to use that water in any manner or by any 
method considered best by Arizona, so long as that use does not conflict with 
the right of California to the use of its water from the Colorado River system. 
However, as long as the present unsettled situation exists, it is my opinion that 
each Staite in the lower basin must of necessity interest itself in the other’s projects 
which would overlap its claims. For this reason the Scate of California cannot 
concur in the proposal of the Secretary of the Interior for the authorization and 
construction of the Central Arizona project. Accordingly, the attached report of 
the division of water resources deals with matters of water supply, water require- 
ments and utilization, and feasibility of the Central Arizona project. 

Hon. Sheridan Downey, former Senator from California, proposed 
an amendment (Committee Print No. 3, June 20, 1949) which among 
other things would have authorized most, if not all, of the construc- 
tion projects recommended in this bill as to which there was no con- 
tention. His amendment would have authorized studies and reports 
as to other features in this bill, including the construction of dams 
and incidental works at Glen Canyon and at Marble Canyon in the 
Colorado River. The construction items which Senator Downey's 
amendment would have authorized, and their estimated costs, are as 
follows: 


Bridge Canyon Dam and Reservoir $191, 939, 000 
Power plant 73, 419, 000 
Coconino Dam and Reservoir 7, 487, 000 
Buttes Dam and Reservoir 29, 037, 000 
Power plant 1, 159, 000 
Hooker Dam and Rese rvoir 15, 484, 000 
Safford Valley improvements 1, 090, 000 
Charleston Dam and Reservoir 9, 270, 000 
Tucson aqueduct 6, 401, 000 
Horseshoe Dam (enlargement) and Reservoir_ - - 7, 078, 000 
Power plant 2, 628, 000 
Power transmission system 83, 771, 000 
Total 131, 763, 000 


Analyzing the proposals thus made by Senator Downey, who pre- 
sented California’s view on the project herein recommended, it seems 
clear to the committee that the various objectives could be accommo- 
dated by a program which would authorize the project, yet defer 
appropriations required solely for the purpose of diverting, transport- 
ing, and delivering water from the main stream of the ¢ ‘olorado River 
for beneficial consumptive use in Arizona during the pendency of 
litigation to settle the conflicting legal claims. It also is clear that 
the works for such diversion, transportation, and delivery would be 
the last to be constructed in the normal course of completing the 
project. Under these circumstances the litigation which is specifically 
authorized in this bill might be well under way or even completed 
during construction of the uncontested features. The need both to 
facilitate and expedite litigation (if any were desired) is plainly 
recognized. To attain these ends, when the bill was under con- 
sideration in the Eighty-first Congress, Senators O'Mahoney and 
Millikin proposed an amendment and submitted it to the Depart- 
ment of Justice for comment. The Department expressed concern 
that the amendment might be unduly restrictive. Whereupon, 
Senator O’Mahoney wrote to the Attorney General as follows: 
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Jury 13, 1949. 
Hon. Tom C. Cuiark, 
The Attorney General, Department of Justice, Washington 25, D. ( 


Dear Mr. AtTroRNEY GENERAL: | am in receipt of the Department’s letter 
of June 30, 1949, transmitted by Mr. Ford, the Assistant to the Attorney General, 
setting forth objections to the then proposed amendment to S. 75, which amend- 
ment was submitted by Senator Millikin and myself under date of June 20 

It is thought that the following language encompasses the desirable objectives 
and meets the criticisms expressed in the Department’s letter: 

“Sec. 12. If any State or States within 6 months after the effective date of this 
act shall begin a suit or suits in the Supreme Court of the United States to deter- 
mine the right to the use of water for diversion from the main stream of the 
Colorado River through aqueducts or tunnels to be constructed pursuant to 
this act for beneficial consumptive use in Arizona, and to adjudicate claims of 
right asserted by such States or States or by any other State or States, under the 
Colorado River compact, the Boulder Canyon Project Act 15 Stat. 1057). the 
California Self-Limitation Act (Cal. Stat. 1929, ch. 16), and the Boulder Canvon 
Project Adjustment Act (54 Stat. 774), consent is hereby given to the joinder of 
the United States of America as a party in such action or actions. Any State of 
the Colorado River Basin may intervene or be impleaded in such suit or suits. 
Any such claims of right affected by the project herein authorized and asserted by 
any defendant State, impleaded State, or intervening State under said compact 
and statutes, or by the United States, may be adjudicated in such actior In 
any such suit or suits process directed against the United States shall be served 
upon the Attorney General of the United States.”’ 

It is therefore requested that the foregoing language be considered by the 
Department and that, if agreeable, an expression of vour approval thereof be given 
at your early convenience. 

Thanking you in advance for your courtesy and cooperation, and with every 
good wish, | am 

Sincerely yours, 
JoserpH C. O MAHONEY. 


In due course the following reply was received: 


JULY 2], 1949. 
Hon. Joserpu CC. O'’ Manoney, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. ¢ 
My Dear Senator: This is in response to your letter to the Attorney General 


dated July 13, 1949, in which vou request the views of the Department of Justice 
on a proposed substitute for section 12 of the amendment to 8S. 75 submitted by 
Senator Millikin and you and designated Committee Print No. 1 of June 20, 
1949. 

The language of the proposal, which is intended to encompass the objectives 
and to meet the criticisms expressed in the letter of this Department dated June 
30, 1949, has been considered as requested by you, and you are advised that the 
Department of Justice is of the view that it is in accord with the suggestions 
made in the letter of June 30. 

Yours sincerely, 
Peyton Forp, 
- The Assistant to the Attorne { General. 

The amendment as set forth above in Senator O’Mahoney’s letter, 
in which the Department of Justice concurred, was accordingly 
adopted by the committee and was incorporated in the present bill. 

Section 15 of the bill provides that no construction shall be begun 
so long as materials or labor necessary for construction of the project 
are needed for national defense. This section will probably mean no 
part of the project will be constructed for years, but inasmuch as the 
project is authorized it will constitute a threat sufficient to make a 
justiciable issue for the courts and the issues can be litigated during 
the present emergency. 
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B. Works at Glen Canyon and Bluff Canyon 


The project originally contemplated a dam at Bluff Canyon on the 
San Juan River in Utah, above the works at Bridge Canyon. These 
improvements originally were intended primarily as an adjunct to 
Bridge Canyon Dam and Reservoir. Their principal functions were 
to control silt and thus protect the Bridge Canyon Reservoir from 
filling and to afford river regulation and flood control. However, 
more extensive and much more beneficial works at Glen Canyon, 
in the Colorado River in Utah, would not only fully protect the Bridge 
Canyon works from silt but would render the facilities at Bluff 
Canyon unnecessary. The Glen Canyon Dam, which is to be reported 
on by the Bureau of Reclamation, is, according to testimony presented 
to the committee, an essential project in accordance with the Colorado 
River compact for the regulation of river flow and power production. 
It is to be presented as a separate project due for early consideration 
by the committee. That the construction of works at Glen Canyon 
will be of great public interest and value seems clear to the committee. 
Therefore, in accord with Senator Watkins’ views and suggestions, 
5S. 75 was amended, in a manner to eliminate the dam at Bluff Canyon 
and to protect the site at Glen Canyon from flooding, in the Eighty- 
first Congress. This amendment is included in the present bill. 


BUREAU OF RECLAMATION AND OTHER REPORTS 


The Secretary of the Interior has approved and submitted an 
extensive report on the Central Arizona project, which report was 
prepared by the Bureau of Reclamation and is entitled ‘‘ Project 
Planning Report No. 3-8b.4-2, December 1947.’ The report is 
contained in two volumes, the first of which is somewhat of an epitome 
of the second, the latter being much more extensive. 

The first volume is printed in the latter part of House Document 
No. 136, Eighty-first Congress, first session, entitled “‘Central Arizona 
Project, Letter From the Secretary of the Interior Transmitting a 
Report and Findings on the Central Arizona Project.’ The first 
part of this House document is devoted to reports and matters 
collateral to the Secretary’s report, a circumstance necessitating a 
degree of care in differentiating the collateral material from the 
report proper, which begins at page 110 of the House document. 

The report recommends that Arizona adopt an underground water 
code. Arizona has done so. The code will stabilize the present 
underground water situation and in future will conserve and con- 
tribute to the effective utilization of the supplemental water which 
S. 75 would provide. 

The House document sets forth certain letter reports from the 
Secretary of Agriculture and from the Chairman of the Federal 
Power Commission. More recent and pertinent letters from both 
sources are not included in the publication, but they do appear in the 
hearings on S. 75 in the Eighty-first Congress and do give data in 
support of the project. 

The Secretary of the Interior, by letter to the chairman of the com- 
mittee dated March 5, 1951, made a favorable report on the present 
bill. Similarly a letter from the Bureau of the Budget, dated March 
2, 1951, has been received. Both letters are made a part of this 
report, appearing as an appendix. 
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CONCLUSIONS 


In reporting the bill, S. 75, favorably and recommending its imme- 
diate enactment, the committee has come to the following conclusions: 

1. There is palpably an urgent need for the benefits which this bill 
would provide, and construction work to speed such benefits should 
be authorized promptly. 

2. The welfare and livelihood of a large number of citizens and the 
economic future of a substantial area of this country are dependent 
upon the early completion of this project. 

3. No substantial opposition has been raised against many of the 
constituent parts of the project, including the dam and power plant 
at Bridge Canyon and works within Arizona and New Mexico. 

4. Water litigation in the Supreme Court may require, as it has in 
the past, a period of many years. 

5. California possesses the physical works and facilities by means 
of which she can divert Colorado River water even to the extent of 
her maximum claim, so that in this respect she enjoys a distinct 
advantage. Arizona has no facilities to obtain Colorado River water 
for use in Arizona. 

6. If litigation is deemed necessary to settle the conflicts between 
California and Arizona, such litigation should in fairness be both 
facilitated and expedited toward a full resolution of issues. Although 
it seems undesirable for the Congress to attempt to constrain any 
State to participate in any such litigation, by the same token partici- 
pation should not be denied to any State, the rights of which may be 
affected by the project or by litigation in connection therewith. 

7. The project will make a substantial contribution to the con- 
servation and utilization of great natural resources and a corresponding 
contribution to national and regional welfare. 

8. The project is feasible. 

The committee therefore urges prompt authorization of the project, 
subject to the limitations appearing in the bill. 


APPENDIX 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 5, 1951. 
Hon. Josepy C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 


My Dear Senator O’Manoney: The Committee on Interior and Insular 
Affairs has requested a statement from this Department on 8. 75, a bill author- 
izing the construction, operation, and maintenance of a dam and incidental works 
in the main stream of the Colorado River at Bridge Canyon, together with certain 
appurtenant dams and canals, and for other purposes. 

lhe works which enactment of this bill would authorize are substantially those, 
with an exception noted below, which are described in this Department’s project 
planning report on the Central Arizona project. That report was, subject to 
certain conditions precedent therein set forth, favorable. It has been published 
as House Document 136, Eighty-first Congress. Your attention is invited to this 
report for an exposition of this Department’s findings with respect to, among other 
things, the need for the project, its physical features, the acreages which it is 
designed to serve, the quantities of electric energy which it would produce, the 
estimated construction cost of the various features of the project as of the time 
when the report was prepared, the allocations of this cost among the various 
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functions served by the project as outlined in section 3 of the bill, the repayment 
capacity of the irrigation and municipal water users, the amount which it is ex- 
pected would be returned from the sale of electric energy, and the benefit-cost 
ratio of the project. 

In transmitting this report to the Speaker of the House of Representatives 
the conclusions were expressed that ‘“‘the project has engineering feasibility and the 
proposed reimbursable costs probably can be repaid in 78 years under the plan 
outlined,” that ‘“‘the 78-vear period * * * for return of the reimbursable 
costs of the project is considered fully justifiable,” that “if such a project as this 
is not undertaken, the economy of the heart of Arizona is destined to deteriorate 
seriously with consequent losses to the State, the region, and to the Nation,” 
and that ‘those losses would far exceed the costs of the physical works that 
are necessary to assure continued productivity of the land and the existing 
values of commerce, industry, and the extensive civilization that already prevail.’’ 
In a subsequent letter to the chairman of the Public Lands Committee of the 
House of Representatives, dated April 20, 1950, it was pointed out that, under 
8S. 75, Eighty-first Congress, as amended up to the time of that letter, ‘‘the Central 
Arizona project, if constructed on the pumping plant and aqueduct route from 
Lake Havasu, could be paid out in a period of about 73 years, which would be 
well within the useful life of the project * * *.’’ The present S. 75 ineludes 
the amendments there referred to, and provides for construction on the Lake 
Havasu route. 

In the letter transmitting the project planning report to the Congress, to which 
reference has already been made, particular notice was given to the controversy 
surrounding the water supply required by the project for diversion to central 
Arizona. It was there said: 

“Assurance of a water supply is an important element of the plan vet to be re- 
solved. The showing in the report of the availability of a substantial quantity 
of Colorado River water for diversion to central Arizona for irrigation and other 
purposes is based upon the assumption that the claims of the State of Arizona to 
this water are valid. It should be noted, however, as the regional director and 
the Commissioner of Reclamation have pointed out, that the State of California 
has challenged the validity of Arizona’s claim, If the contentions of the State of 
Arizona are correct, there is an ample water supply for this project. If the con- 
tentions of California are correct, there will be no dependable water supply avail- 
able from the Colorado River for this diversion. While the necessary water sup- 
ply is physically available at the present time in the Colorado River, the impor- 
tance of the questions raised by the divergent views and claims of the States is 
apparent. The Bureau of Reclamation and the Department of the Interior 
cannot authoritatively resolve this conflict.”’ 

I note that section 12 of 8. 75 provides a means whereby this very important 
question can be placed before the Supreme Court for solution. I note, further- 
more, that section 13 of the bill provides that, for 6 months after its enactment 
and during the pendency of any suit commenced in the Supreme Court within 
those 6 months pursuant to the provisions of section 12, no moneys shall be 
spent for the construction of any of the features of the project ‘‘which are required 
solely for the purpose of diverting, transporting, and delivering water from the 
main stream of the Colorado River for beneficial consumptive use in Arizona,”’ 
these being the features which are intimately involved in the projected litigation. 

The proviso beginning on page 3, line 23, of 8. 75 that ‘‘this authorization shall 
not include * * * any works, dam, or reservoir at the Glen Canyon site or 
any other site in the upper Colorado River Basin’’ will prevent construction of 
the reservoir at the Bluff site in Utah which was proposed in our central Arizona 
report as a sediment retention measure. The cost of Bluff Dam and Reservoir 
was estimated in our report at approximately $29,600,000. In its report on 5. 
75, Eighty-first Congress, your committee explained its action in adopting an 
identical proviso eliminating Bluff Dam in these words: 

“A second amendment was * * * adopted by the committee which would 
eliminate from the project the construction of a dam, designed for silt control, on 
the San Juan River at what is known as the Bluff site. Construction of the 
Bluff Dam was, in the committee’s opinion, made unnecessary in view of abun- 
dant evidence before it that the entire problem of silt control for the over-all 
project. * * * would be fully and adequately solved by the construction of 
a dam at the Glen Canyon site, a project strongly favored by the Colorado River 
Basin States * * *, 

“The Glen Canyon Dam, in the opinion of the committee, should and will 
be authorized and constructed at an early date as a separate and distinct 
proiect * Se” 
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I share the committee’s view that the Glen Canyon Dam and Reservoir, if 
constructed, will do all that the reservoir at the Bluff site could do by way of 
protecting the Bridge Canyon Reservoir from excessively rapid siltation. As you 
know, this Department’s proposed report on the Colorado River storage project 
a project that includes Glen Canyon Dam as one of its principal features—is now 
before the States of the Colorado River Basin for review and comment. I hope 
to be able to present the completed report to the Coagress for consideration in 
advance of the close of this session. 

The exclusion of Bluff Dam and Reservoir from the purview of §. 75 is the only 
material particular in which the works to be constructed under the bill would 
deviate from those described in the project planning report referred to above. It 
may be well to note at this point that, in accordance with that report as prepared 
by the Bureau of Reclamation and approved by the Department, the works which 
would be authorized by 8. 75 do not include any water-control structures above 
Bridge Canyon Dam which would divert or substantially change the main flow 
of the Colorado River through Grand Canyon National Park. In particular, 
they would not include the Marble Canyon-Kanab Creek development, which 
has never been the subject of a project planning report by the Department. 

For your further information, reference is made to the response of this Depart- 
ment on June 28, 1950—a response made with the concurrence of the Bureau of 
the Budget—to certain questions propounded by the Public Lands Committee of 
the House of Representatives. The answers given to these questions are, in 
many respects, pertinent to the project that would be authorized if 8. 75 becomes 
law since they were predicated on a bill from which, as in 8. 75, authorization of 
Bluff Dam and of the so-called tunnel route—a route for conveying water by 
gravity from Bridge Canyon Reservoir to central Arizona—had been eliminated. 

In the event favorable consideration is given to the enactment of 8. 75, it is 
believed that the clarity of the bill would be improved by the following perfecting 
amendments: 

1. At page 3, line 8, strike out the comma after the word ‘“dams”’ 

2. At page 9, line 5, strike out the words ‘“‘aqueducts and tunnels’’, and insert 
in lieu thereof the words ‘“‘conduits and canals’’. 

3. At page 11, line 6, strike out the word ‘“‘interest’’, and insert in lieu thereof 
the word “interests’’. 

This report to your committee is not to be considered as being in any respect 
a modification of or an enlargement upon the advice concerning the relationship 
of the proposed legislation to the program of the President heretofore transmitted 
by the Bureau of the Budget in its letters of February 4 and April 20, 1949, to us, 
in its letter of February 11, 1949, to vou, and in its letter of April 19, 1950, to the 
chairman of the Public Lands Committee of the House of Representatives. 

We have been advised by the Bureau of the Budget that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGET, 
Washington 25. D. rs March P 1951. 
Hon. Joseru C, O'’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O'’Manoney: This will acknowledge receipt of your letter 
dated January 11, 1951, requesting a report on 8. 75, a bill authorizing the con- 
struction, operation, and maintenance of a dam and incidental works in the 
main stream of the Colorado River at Bridge Canyon, together with certain 
appurtenant dams and canals, and for the other purposes. 

S. 75, as introduced in this session of Congress is understood to provide, except 
for the elimination of Bluff Dam and Reservoir, for substantially the same works 
as contained in the project planning report of the Department of the Interior, 
published in House Document ‘136, Eighty-first Congress, first session. 

You are advised that there has been no change in the relationship of the pro- 
posed legislation to the program of the President as outlined in our letters to the 
Secretary of the Interior dated February 4 and April 20, 1949, our letter to you 
dated February 11, 1949, and our letter to the chairman of the Publie Lands 
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Committee of the House of Representatives dated April 19, 1950, copies of which 
have been furnished you. 

In our letter of April 19, 1950, to the chairman of the Public Lands Committee 
of the House of Representatives we drew attention to the fact that national 
policies governing Federal participation in water resources developments were 
then under study by the President’s Water Resources Policy Commission. Since 
that time the Commission has reported and its reeommendations are now under 
review within the executive branch. Until we have had an opportunity to com- 
plete this review, I am unable to inform the committee on the effect which the 
Commission’s recommendations might have upon the authorization contemplated 
in S. 75. 

Sincerely yours, 
F. J. Lawton, Director. 
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ALLOWING THE CONSUMER OF GASOLINE TO DEDUCT, FOR IN- 
COME-TAX PURPOSES, STATE TAXES ON GASOLINE IMPOSED ON 
THE WHOLESALER AND PASSED ON TO THE CONSUMER 


Marcu 13 (legislative day, Marcn 12), 1951.—Ordered to be printed 


—MrGeorce, from the Committee on Finance, submitted the 


LO . 
oO following 


‘ad 


REPORT 


sf {To accompany H. R. 136] 


‘ 


The Committee on Finance, to whom was referred the bill (H. R. 


136) allowing the consumer of gasoline to deduct, for income-tax 


purposes, State taxes on gasoline imposed on the wholesaler and 
vassed on to the consumer, having considered the same, report 
favorably thereon with amendment and recommend that the bill do 
pass. 

The amendment is as follows: 

On page 2, line 15, strike out ‘December 31, 1949.’ and insert in 
lieu thereof ‘December 31, 1950.” 


GENERAL STATEMENT 


The purpose of this bill is to allow consumers of gasoline to deduct, 
for income-tax purposes, State taxes on gasoline or other motor-velhicle 
fuels imposed on wholesalers and passed on to consumers. 

Since 1942, section 23 (c) (3) of the Internal Revenue Code has 
permitted consumers to deduct State gasoline and other motor- 
vehicle fuel taxes if such taxes are imposed at the retail level, the 
amount of the taxes is separately stated and is measured by the gross 

sales price or the gross receipts from sales or as a stated sum per unit 
of gasoline or fuel sold and they are in fact paid by the consumer. 

In most States these taxes are imposed on either retailers or con- 
sumers and are deductible by consumers. In a few States, however, 
these taxes are not levied at the retail or consumer level but at the 
wholesale level and, therefore, are not deductible by consumers. 
Your committee believes that deductions for income-tax purposes 
should be permitted in both cases. 





CONSUMER TO DEDUCT CERTAIN GASOLINE TAXES 


The committee amendment makes the provisions of this bill appli- 
cable to taxable years beginning after December 31, 1950. 
The Treasury Department has no objection to the enactment of this 
measure. 
CHANGES IN Existinc Law 


In compliance with subsection 4 of rule X XTX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black brack- 
ets; new matter is printed in italics; existing law in which no change 
is proposed is shown in roman): 


Section 23 (C) (3) or THe INTERNAL REVENUE CovE 


(3) GASOLINE AND RETAIL SALES [Tax] 7axes.—In the case of a tax imposed 
by any State, Territory, District or possession of the United States, or any 
political subdivision thereof, upon persons engaged in selling tangible personal 
property at retail, or upon persons selling gasoline or other motor vehicle fuels either 
at wholesale or retail, which is measured by the gross sales price or the gross receipts 
from the sale or which is a stated sum per unit of such property sold, or upon 
persons engaged in furnishing services at retail, which is measured by the gross 
receipts for furnishing such services, if the amount of such tax is separately stated, 
then to the extent that the amount so stated is paid by the [purchaser] consumer 
(otherwise than in connection with the [purchaser’s] consumer's trade or business) 
to [such person] his vendor such amount shall be allowed as a deduction in com- 
puting the net income of such [purchaser] consumer as if such amount constituted 
a tax imposed upon and paid by such [purchaser] consumer. 
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AUTOMATIC EXTENSION OF SERIES E SAVINGS BONDS 


Marcu 13 (legislative day, Marcu 12), 1951.—Ordered to be printed 


Mr. Grores, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 2268] 


The Committee on Finance, to whom was referred the bill (H. R. 
2268) to authorize the payment of interest on series E savings bonds 
retained after maturity, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means as follows: 


PURPOSE 


The purpose of this bill is to authorize the Secretary of the Treasury to provide 
a convenient method whereby the owners of matured series E United States 
savings bonds who do not desire to cash them may, at their option, retain their 
investment without cashing their bonds and reinvesting the proceeds. 

Essential to the foregoing is an amendment of the Internal Revenue Code 
dealing with the income-tax treatment of the interest on the bonds affected. 


GENERAL STATEMENT 


Your committee is of the opinion that the continuance of the largest possible 
holding of the securities of the Federal Government in the hands of nonbank 
investors is an important anti-inflationary measure. Today there are over 
$58,000,000,000 of savings bonds outstanding whith is nearly $10,000,000,000 
more than at the end of World War IT financing. Of these bonds approximately 
$35.000,000,000 are in E bonds alone. 

On May 1, 1951, the popular series E bonds bought during the defense and 
‘ war years will begin to mature. According to the Secretary of the Treasury, 

during 1951 the maturities will amount to 1.1 billion dollars. Although the holders 
of these bonds will be free to cash them upon maturity, it is believed that a 
great many holders will desire to continue their investment in United States 
savings bonds. 

The Secretary of the Treasury outlined to vour committee the plan which he 
proposes for handling these maturing series E bonds. Under this plan the bond- 
holder would be given his choice of 

(1) Aecepting cash, according to the original terms of the contract; 
(2) Continuing to hold the present bond and earn interest on the maturity 
value without any action on his part; or 
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(3) Exchanging his bond for a current income savings bond of series G 
in authorized denominations. 

Under option (1) the owner of any series E bond may receive, if he wishes, 
full cash payment for his bond at maturity. This is, as stated, in accordance 
with the original terms of his contract. The Treasury proposals with respect 
to maturing bonds would not abrogate in any way this right of the investor. 
Nor would the bondholder’s choice of options (2) or (3) preclude the subsequent 
cashing of his bond. 

Your committee is informed that the Treasury proposal with respect to the 
refunding of savings bonds and their future place in the Government securities 
structure was formulated after long deliberation and extensive consultation. 
Many groups and individuals met with Treasury officials and gave time and 
thought to the refunding measures which would be in the best interests of both 
the Government and the bondholders. The program which the Treasury has 
presented to your committee is the result of this cooperative effort. 


DETAILED ANALYSIS 


Section 1 of the bill would enable the Secretary of the Treasury, with the 
approval cf the President, to offer holders of maturing series E bonds the option 
of retaining them and earning interest on the maturity values. It would limit 
the period during which such interest could be earned to 10 years. 

Section 2 of the bill provides for an amendment to the Internal Revenue Code 
relating to tax treatment of interest on maturing series EK United States savings 
bonds. Under existing law a cash-basis taxpayer, generally, is taxable on the 
interest on savings bonds either in the year of redemption of the bonds or in the 
year of maturity, whichever first occurs. Inasmuch as the bill, in effect, extends 
the maturity date of series E savings bonds for those bondholders electing to retain 
their bonds, it appears appropriate, for tax purposes, to disregard the original 
maturity date. Accordingly, section 2 of the bill contains an amendment to the 
Internal Revenue Code providing that, if a taxpayer elects to hold his investment 
in savings bonds in the manner provided by regulations, interest on the bond will 
not be taxable in the year of original maturity but the entire amount of interest 
on the investment will be taxable at redemption or final maturity, whichever is 
earlier. This provision is not applicable to corporations or to taxpayers who 
accrue interest on savings bonds annually for tax purposes. The postponment 
of tax liability is not available where the owner exercises an option which provides 
for the current payment of interest, as for example where the owner of a series 
Ek bond exercises the third option outlined by the Secretary of the Treasury 
providing for an exchange of the matured series E bond for a series G bond. An 
amendment is also made to section 42 (b) of the code, which permits taxpayers 
to elect to accrue interest annually on bonds issued at a discount. The amendment 
provides that, if a taxpayer retains his investment in a series E bond after the 
date of original maturity, the increase in redemption price occurring in the taxable 
year will be subject to the same election under section 42 (b) as the increase in 
redemption price occurring prior to such date of original maturity. It is also 
provided that, in the event a taxpayer makes an election under section 42 (b) after 
the original maturity date of the bond, the amount includible in income in the 
year of the election will include all prior interest accrued on the bond. 


CONCLUSION 


Your committee is of the opinion that the savings-bond program has played, 
and will continue to play, an important part in assuring the financial health of our 
Nation. It believes that the proposed legislation will aid in the Government’s 
anti-inflationary program and do so in a manner which best serves the convenience 
of the bondholder. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


, 
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SUBSECTION (B) OF SECTION 22 OF THE SECOND LispERTY BoNp Act, AS AMENDED 
(31 U. &. C. 757c (B)) 


(b) (1) Savings bonds and savings certificates may be issued on an interest- 
bearing basis, on a discount basis, or on a combination interest-bearing and dis- 
count basis and shall mature, in the case of bonds, not more than twenty years, 
and in the case of certificates, not more than ten years, from the date as of which 
issued. Such bonds and certificates may be sold at such price or prices and 
redeemed before maturity upon such terms and conditions as the Secretary of the 
Treasury may prescribe: Provided, That the interest rate on, and the issue price 
of, savings bonds and savings certificates and the terms upon which they may be 
redeemed shall be such as to afford an investment yield not in excess of 3 per 
centum per annum, compounded semiannually. The denominations of savings 
bonds and of savings certificates shall be such as the Secretary of the Treasury 
may from time to time determine and shall be expressed in terms of their maturity 
values. The Secretary of the Treasury is authorized by regulation to fix the 
amount of savings bonds and savings certificates issued in any one year that may 
be held by any one person at any one time. 

(2) The Secretary of the Treasury, with the approval of the President, is authorized 
to provide by regulation that owners of series E savings bonds thereafter maturing may, 
at their option, retain the matured bonds and earn interest upon the maturity values 
thereof for not more than ten years at rates consistent with the provisions of para- 
graph (1). 


SECTION 42 OF THE INTERNAL REVENUE CoDE 
SEC. 42. PERIOD IN WHICH ITEMS OF GROSS INCOME INCLUDED. 


(a) GENERAL RuLe.—The amount of all items of gross income shall be in- 
cluded in the gross income for the taxable year in which received by the tax- 
payer, unless, under methods of accounting permitted under section 41, any such 
amounts are to be properly accounted for as of a different period. In the case 
of the death of a taxpayer whose net income is computed upon the basis of the 
accrual method of accounting, amounts (except amounts includible in computing a 
partner’s net income under section 182) accrued only by reason of the death of 
the taxpayer shall not be included in computing net income for the period in which 
falls the date of the taxpayer’s death. 
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AMENDING THE ACT TO REGULATE BARBERS IN THE 
DISTRICT OF COLUMBIA 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


— 
“3 


Neety, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany S. 573] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 573) to amend the act entitled ‘‘An act to regulate barbers 
in the District of Columbia, and for other purposes,”’ approved June 
7, 1938, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of this bill is to increase the basic rate of compensation 
of members of the Board of Barber Examiners from $9 to $20 a day. 
The rate is in fact $13.07 by operation of various pay acts. The 
effective increase therefore would be from $13.07 to $20. 

In addition, the bill requires the posting of a list of prices for services 
rendered. The bill changes the penalty from a minimum of $25, to 
a maximum of $200. 

The bill has the approval of the Board of Commissioners, and the 
Board of Barber Examiners for the District of Columbia. 

The bill was favorably reported by a unanimous vote of the com- 
mittee. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX . the standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Sec. 12. [The Commissioners are authorized and directed to provide suitable 
quarters for examinations and equipment to the Board and for the compensation of 
the members of the Board at the rate of $9 per day for the time actually and neces- 
sarily spent in their duties as such members and for the payment of expense 
necessarily incurred by the Board in carrying out the provisions of this chapter 


* 
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and are also authorized and directed to appoint a clerk and three inspectors at 
such salary as the Commissioners may authorize to assist the Board in carrying 
out the provisions of this chapter, said inspectors shall be qualified barbers, each 
of whom shall have been engaged in the practice of barbering in the District of 
Columbia for a period of five years immediately prior to their appointment, and 
shall be appointed after a competitive examination held for said positions by the 
board officer of the District of Columbia: Provided, That payments under this 
section shall not exceed the amount received from the fees provided for in this 
chapter; and if at the close of each fiscal year any funds unexpended in excess of 
the sum of $1,000 shall be paid into the Treasury of the United States to the 
credit of the District of Columbia: Provided, That no expense incurred under this 
chapter shall be a charge against the funds of the United States or the District 
of Columbia.] The Commissioners are authorized and directed to provide suitable 
quarters for the Board. The compensation of each member of the Board, other than the 
secretary-treasurer, shall be fixed by the Commissioners at not to exceed $20 for each 
day actually and necessarily spent in their duties as such members: Provided, That the 
total compensation payable to each such member shall not exceed $600 per annum. 
The Commissioners are also authorized and directed to appoint such clerks, inspec- 
tors, and other personnel as they deem to be necessary to assist the Board in carrying 
out the provisions of this Act: Provided, That such inspectors shall be qualified bar- 
bers, each of whom shall have been engaged in the practice of barbering in the District 
of Columbia for a period of five years immediately prior to their appointment and 
shall be appointed after a competitive examination held for said positions by the 
Board. Compensation of such clerks, inspectors, and other personnel, including the 
Secretary-Treasurer of the Board, shall be fixed by the Commissioners. Payments 
for expenses of the Board, including those authorized by this section shall not exceed 
the amount received from the fees provided for in this Act: and if at the close of any 
fiscal year there be any funds unexpended in excess of the sum of $1,000 such excess 
shall be paid into the Treasury of the United States to the credit of the District of 
Columbia: Provided further, That no expense incurred under this Act shall be a 
charge against the funds of the United States or the District of Columbia 

Sec. 14. (a) It shall be unlawful— 

(1) To engage in the practice of barbering in the District of Columbia without 
a valid certificate as a registered barber, except that a registered barber apprentice 
may engage in the practice of barbering under the immediate personal supervision 
of a registered barber. 

(2) To engage in the practice of barbering while knowingly afflicted with an 
infectious or communicable disease. 

(3) To employ any person to engage in the practice of barbering except regis- 
tered barbers and apprentices. 

(4) To operate a barber shop unless it is at all times under the personal super- 
vision of a registered barber. 

(5) To obtain or attempt to obtain a certificate from the board for money other 
than the required fee, or for any other thing of value or by fraudulent misrepre- 
sentations. Certificates are not transferable to another person. 

(6) After June 7, 1938, in the District of Columbia it shall be unlawful for a 
person to maintain seven days consecutively any establishment wherein the 
occupation or trade of barbering, hair dressing, or beauty culture is pursued. All 
such establishments shall be required to remain closed one day in every seven 
beginning at midnight or at sunset and no person shall maintain his establishment 
open to serve the public on the day he has selected it to be closed and has so 
registered the closing day at the Health Department. 

(7) To own, manage, operate, or control any barber school or college, part or 
portion thereof, whether connected therewith or in a separate building, wherein 
the practice of barbering, as hereinbefore defined, is engaged in or carried on 
unless all entrances to the place wherein the practice of barbering is so engaged in 
or carried on shall display a sign indicating that the work therein is done by 
students exclusively. 

(b) Any person violating any of the provisions of this Act shall upon convic- 
tion be fined [not less than $25] not more than $200 
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larcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


[r_JN EELY 


, from the Committee on the District of 


Columbia, 
submitted the following 


UNIV. OF MICH. 
MAR 31 1951 
LAW LIBRA 


REPORT 


{To accompany 8. 573] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 573) to amend the act entitled ‘‘An act to regulate barbers 
in the District of Columbia, and for other purposes,” 


= 


approved June 
‘, 


1938, and for other purposes, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The purpose of this bill is to increase the basic rate of compensation 
of members of the Board of Barber Examiners from $9 to $20 a day. 
The rate is in fact $13.07 by operation of various pay acts. The 
effective increase therefore would be from $13.07 to $20. 

In addition, the bill requires the posting of a list of prices for services 
rendered, and increases the penalty for violation of the act. 

The bill has the approval of the Board of Commissioners, and the 
Board of Barber Examiners for the District of Columbia. 

The bill was favorably reported by a unanimous vote of the com- 
mittee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 12. [The Commissioners are authorized and directed to provide suitable 
quarters for examinations and equipment to the Board and for the compensation of 
the members of the Board at the rate of $9 per day for the time actually and neces- 
sarily spent in their duties as such members and for the payment of expense 
necessarily incurred by the Board in carrying out the provisions of this chapter 
and are also. authorized and directed to appoint a clerk and three inspectors at 
such salary as the Commissioners may authorize to assist the Board in carrying 
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out the provisions of this chapter, said inspectors shall be qualified barbers, each 
of whom shall have been engaged in the practice of barbering in the District of 
Columbia for a period of five vears immediately prior to their appointment, and 
shall be appointed after a competitive examination held for said positions by the 
board officer of the District of Columbia: Provided, That payments under this 
section shall not exceed the amount received from the fees provided for in this 
chapter; and if at the close of each fiscal year any funds unexpended in excess of 
the sum of $1,000 shall be paid into the Treasury of the United States to the 
credit of the District of Columbia: Provided, That no expense incurred under this 
chapter shall be a charge against the funds of the United States or the District 
of Columbia.] The Commissioners are authorized and directed to provide suitable 
quarters for the Board. The compensation of each member of the Board, other than the 
secretary-treasurer, shall be fixed by the Commissioners at not to exceed $20 for each 
day actually and nece ssarily spent in their duties as such members: Provided, That the 
total compensation payable to each such member shall not exceed $600 per annum. 
The Commissioners are also authorized and directed to appoint such clerks, inspec- 
tors, and other personnel . re y deem to be necessary to assist the Board in carrying 
out the provisions of this Act: Provided, That such inspectors shall be qualified bar- 
oy each of whom shall oe been engaged in the practice of barbering in the District 
of Columbia for a period of five years immediately prior to their appointment and 
shall be appointed after a competitive examination held for said positions by the 
Board. Compensation of such clerks, inspectors, and other personnel, including the 
Secretary-Treasurer of the Board, shall be fixed by the Commissioners. Payments 
for expenses of the Boar “a, including those authorized by this section shall not exceed 
the amount received from the fees provided for in this Act; and if at the close of any 
fiscal year there be any funds une xrpe nded in excess of the sum of $1,000 such excess 
shall be paid into the Treasury of the United States to the credit of the District of 
Columbia: Provided further, That no expense incurred under this Act shall be a 
charge against the funds of the United States or the District of Columbia. 

(a) It shall be unlawful 

(1) To engage in the practice of barbering in the District of Columbia without 
a valid certificate as a registered barber, except that a registered barber apprentice 
may engage in the practice of barbering under the immediate personal supervision 
of a registered barber. 

2) To engage in the practice of barbering while knowingly afflicted with an 
infectious or communicable disease. 

(3) To employ any person to engage in the practice of barbering except regis- 
tered barbers and apprentices. 

1) To operate a barber shop unless it is at all times under the personal super- 
vision of a registered barber. 

5) To obtain or attempt to obtain a certificate from the board for money other 
than the required fee, or for any other thing of value or by fraudulent misrepre- 
sentations. Certificates are not transferable to another person. 

(6) After June 7, 1938, in the District of Columbia it shall be unlawful for a 

person to maintain seven days consecutively any establishment wherein the 
occupation or trade of barbering, hair dressing, or beauty culture is pursued. All 
such establishments shall be required to remain closed one day in every seven 
beginning at midnight or at sunset and no person shall maintain his establishment 
open to serve the public on the day he has selected it to be closed and has so 
registered the closing day at the Health Department. 
(7) To own, manage, operate, or control any barber school or college, part or 
portion thereof, whether connected therewith or in a separate building, wherein 
the practice of barbering, as hereinbefore defined, is engaged in or carried on 
unless all entrances to the place wherein the practice of barbering is so engaged in 
or carried on shall display a sign indicating that the work therein is done by 
students exclusively. 

(b) Any person violating any of the provisions of this chapter shall upon con- 
viction be fined [not less than $25] not more than $200. 
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PROHIBITING THE SALE IN THE DISTRICT OF COLUMBIA 
OF ROCKFISH WEIGHING MORE THAN 15 POUNDS 


» Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


RE, from the Committee on the District of Columbia, 
submitted the following 


MAR 3 L951 


REPORT 
[To accompany 8S. 41] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 41) prohibiting the sale in the District of Columbia of 
rockfish weighing more than 15 pounds, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the bill is to conserve the species of striped bass 
known locally as rockfish in the Potomac River and also to make 
uniform a protective law within the District of Columbia for the 
conservation of this species in connection with similar conservation 
laws in the adjoining States. 

The waters of Chesapeake Bay and its tributaries are the natural 
home of the striped bass. Fish migrating from these waters are 
largely responsible for the presence of these fish from the Virginia 
Capes north to Maine. Chesapeake waters are controlled jointly 
by the States of Maryland and Virginia. 

Maryland controls the waters of the Potomac River up to the high 
water line on Virginia’s shores. Virginia claims jurisdiction over the 
waters of its creeks and bays from point to point on the Virginia shore 
line. 

Maryland has a limit on poundage on the rockfish. No one is 
permitted to keep or sell a rockfish in Maryland more than 15 pounds 
in weight, and this law is more or less enforced, particularly in Mary- 
land’s markets. 

Virginia has a limit of 25 pounds on rockfish, and fish of this size 
may be kept and sold in Virginia’s markets. 

The District of Columbia has no limit in poundage on these fish. 
It does have a minimum length limit of 11 inches on these fish sold 
in its markets. The result of these conflicting laws and lack of law 
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is that both Maryland and Virginia commercial fishermen sell their 
oversize fish in the District of Columbia markets. 

The Potomac River is one of the spawning grounds of the rockfish. 
Each spring, they school in vast numbers and come up the river on 
their annual spawning run. Commercial fishermen take them in 
vast quantities in the lower river, when the fish are spawn laden. 
Neither Maryland, Virginia, nor the District of Columbia have any 
law to prevent these spawn-laden fish being taken either by hook 
or line or commercially in nets. 

The large rockfish, over 15 pounds in weight, are the big brood 
fish. They carry vast quantities of eggs. The maximum limits of 
both Maryland and Virginia are plac ed to protect these large spawn- 
laden brood fish. Furthermore, these large brood fish, while they 
have some market value, bring much lower prices in the market than 
the smaller fish which most people buy for table use. However, with 
a market like the District of Columbia, both Maryland and Virginia 
commercial fishermen dump these big brood fish on our local markets. 
Marylanders cannot sell fish over 15 pounds in Maryland, and Vir- 
ginians, fish of more than 25 pounds in Virginia, vet both sell fish 
ranging upward of 40 pouuds in the District of Columbia. 

The bill was favorably reported by a unanimous vote of the 
committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


31 Svar. 1336, Cu. 854 


Sec. 899. [Small Fish] Striped Bass.—It shall be unlawful for any person to 
offer for sale, te expose for sale, or to sell, in the District of Columbia, at any time 
during the year, any striped bass, locally called rockfish [or rockfish or black bass 
having a length of less than nine inches], which is less than twelve inches in 
length (measured from the tip of the nose to the tip of the tail), or more than 
fifteen pounds in weight. 
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MAKING CANCER AND ALL MALIGNANT NEOPLASTIC 
DISEASES REPORTABLE TO THE HEALTH OFFICER OF 
THE DISTRICT OF COLUMBIA 
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TORE, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
{To accompany 8. 260] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 260) to make cancer and all malignant neoplastic diseases 
reportable to the Director of Public Health of the District of Columbia, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of this bill is to allow the Health Officer and the 
Board of Commissioners of the District of Columbia to gather the 
information necessary for study and the control of the epidemiology 
of cancer and other neoplastic diseases. 

At the present time the States of Alabama, Arkansas, Colorado, 
Delaware, Florida, Georgia, Idaho, Kansas, Kentucky, Louisiana, 
Michigan, Minnesota, Mississippi, Montana, Nevada, New Mexico, 
New York, North Carolina, North Dakota, Oklahoma, Pennsylvania, 
Rhode Island, South Dakota, Tennessee, Texas, Utah, Wisconsin and 
Wyoming have similar statutes. 

The bill was introduced at the request of the Board of Commis- 
sioners of the District of Columbia and the Health Officer of the 
District of Columbia. It was unanimously reported by the Senate 
District of Columbia Committee. 

Malignancies from cancer in the District of Columbia have risen 
from 38 per 100,000 population in 1880, to 178.4 per 100,000 popula- 
tion in 1950. 

The bill does not call for any expenditure of funds. 

It was favorably reported by a unanimous vote of the committee. 
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PROVIDING THAT CHILDREN BE COMMITTED TO THE BOARD 
OF PUBLIC WELFARE IN LIEU OF BEING COMMITTED TO THE 
NATIONAL TRAINING SCHOOL FOR GIRLS; THAT THE PROP 
ERTY AND PERSONNEL OF THE NATIONAL TRAINING SCHOOL 
FOR GIRLS BE AVAILABLE FOR THE CARE OF CHILDREN COM.- 
MITTED TO OR ACCEPTED BY THE BOARD OF PUBLIC WELFARI 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be 


-aSTORE, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
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[To accompany 8S. 492] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 492) to provide that children be committed to the Board 
of Public Welfare in lieu of being committed to the National Training 
School for Girls; that the property and personnel of the Nationa! 
Training School for Girls be available for the care of children com 
mitted to or accepted by the Board of Public Welfare; and for othe: 
purposes, having considered the same, report favorably thereon w:i 
out amendment and recommend that the bill do pass. 

The purpose of the bill is to require that all delinquent minors shal! 
be committed by the juvenile court to the Board of Public Wy 
and by the Board of Public Welfare in its discretion to foster 
other institutions, including the National Training School for G 
Under existing law, minor Negro girls who have been convicte: 
serious offenses are committed by the juvenile court of the District 
of Columbia, to the National Training School for Girls. This institu- 
tion provides complete rehabilitation programs. For the past 4 \ 
it has been filled to less than half of its full capacity. 

At the same time, there are in the District of Columbia mai 
linquent minors who have not been found guilty of serious offenses, 
who require rehabilitation training which the National Tr: 
School for Girls offers. Under existing law these girls are 
custody of the Board of Public Welfare, which places them i 
homes or other institutions where they receive custodial care 
rehabilitation. The purpose of the bill is to use the full capacity 
National Training School for Girls, and at the same time al! 
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use of its facilities for rehabilitation of delinquent minors not con- 
victed. of serious offenses. Under the bill, the juvenile court would 
commit all offenders to the Board of Public Welfare which, in its 
discretion, would be ailowed to place girls needing rehabilitation in 
the National Training School for Girls. Similar facilities now exist 
for the reformation of 9 ‘linquent minor white and colored boys and 
white girls. Adequate facilities exist at the National Training School 
for Girls for segregation of girls guilty of serious offenses, from merely 
de Jinquent minors. 

The problem has become increasingly urgent because one institution 
in Maryland to which a number of delinquent minors were committed 
may shortly close its doors. Unless this bill is enacted the Board of 
Public Welfare will have no facilities in which to place them. 

The bill was unanimously reported by the Senate District of Colum- 
bia Committee. It bas the support of the Commissioners of the 
District of Columbia, the Board of Public Welfare, the juvenile court 
of the District of Columbia, the District of Columbia Anticrime 
Committee, the District of Columbia Health Officer, and other 
interested groups. It requires no expenditure of funds; by making 
full use of the facilities of the National Training School for Girls, 
may be expected to reduce the cost of institutional care of delinquent 
minors in the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


(31 Strat. 809, Cu. 478) 


Sec. 8. That whenever any girl under the age of seventeen years shall be 
brought before any court of the District of Columbia or any judge of such court, 
and shall be convicted of any crime or misdemeanor punishable by fine or im- 
prisonment other than imprisonment for life, such court or judge, in lieu of sen- 
tencing her to imprisonme nt in the county jail or fining her, may commit her to 
the Pit ‘form School for Girls] Board of Public Welfare. [to remain until she 
shall arrive at the age of twenty-one years unless sooner discharged by the board 
of trustees.] Girls committed to the Board of Public Welfare may be committed 
for such periods as the courts may deem proper, subject to earlier discharge by the 
Roard of Public Welfare, but no girl shall be so committed for a period extending 
beyond her twenty-first birthday. And the judges of the criminal and police courts 
of the District of Columbia shall have power to commit to the [Reform School 
for Girls,] Board of Public Welfare, first, any girl under seventeen years of age 
who may be liable to punishment by imprisonment under any existing law of the 
District of Columbia or any law that may be enacted and in force in said District; 
second, any girl under seventeen years of age, with the consent of her parent or 
guardian, against whom any charge of crime or misdemeanor shall have been 
made, upon probable cause shown to the satisfaction of the court; third, any girl 
under seventeen vears of age who is destitute of a suitable home and adequate 
means of obtaining an honest living or who is in danger of being brought up, or is 
brought up, to lead an idle or vicious life; fourth, any girl under seventeen years 
of age rg is incorrigible or habitually disregards the commands of her father or 
mother or guardian, who leads a vagrant life, or resorts to immoral places or 
prac tice s, or neglects or refuses to perform labor suitable to her years and condi- 
tion or to attend school. And the peeve nt of the board of trustees may aang 
commit to the [Reform School for Girls] Board of Public Welfare such girls ¢ 
are mentioned in the foregoing third and fourth classes upon application or com- 





=~ Eaeeae SS NS OO 


CHILDREN TO BE COMMITTED TO BOARD OF PUBLIC WELFARE 3 


plaint, in writing, of a parent or guardian or relative having charge of such girl, 


and upon such testimony in regard to the facts stated as shall be satisfactory 
him; and for taking testimony in such cases he is hereby empowered 


o administer 





oaths. 
92 Strat. 599, Cur. 309) 

Sec. 14. HEARING; JUDGMENT.—The court may conduct the hearing in an in- 
formal manner, and may adjourn the hearing from time to time. In the hearing 
of any case the general public shall be exeluded and only such persons as have a 
direct ren msn eeee and their representatives admit ed All cases it lving 
children may be heard separately and apart from the trial of cases agair adults 
The court sh rf hear and determine all eases of children v it a jl sa 
jury be demanded by the child, his parents or guardian or the court. 

If the court shall find that the child comes within the provisions of this Aet 
it may by order duly entered proceed as follows: 

(1) Place the child on probation or under supervision in his own home ¢ ( 
sustody of a relative or other fit person, upon such terms as the court shall deter- 
mine. 

(2) Commit the child to the Board of Publie Welfare; or to the [National 


Training School for Girls or the] National Training School for Boys if 
such care as is given in such [schools] school; or to a qualified su 
institution or ageney willing and able to assume the education 
tenance of such child without expense to the public. 

* * * * Ke 
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82p CONGRESS SENATE { REPORT 
Ist Session No. 170 


AUTHORIZING THE BOARD OF COMMISSIONERS OF THE 
DISTRICT OF COLUMBIA TO ESTABLISH DAYLIGHT- 
SAVING TIME IN THE DISTRICT 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


My. Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


UNIV. OF MICH. 
MAR 31 1951 


[To accompany 8S. 944] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 944) to authorize the Board of Commissioners of the Dis- 
trict of Columbia to establish daylight-saving time in the District, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpese of this bill is to authorize the Bos ' Commissioners 
of the District of Columbia to establish a ing time in the 
District. On April 5, 1950, the Board of Commissioners caused a poll 
to be taken of the siace of the District with respect to daylight- 
saving time. This was conducted by the officers and members of the 
Metropolitan Police force, and, of a total of 143,583 polled, 65 per- 
cent were in favor, 23 percent were opposed, and 12 percent did not 
care. 

During the past war, daylight-saving time was in effect on a national 
basis, under authority of the National Security Act, which included 
the District of Columbia. Since 1947, however, legislation has been 
enacted each year to give daylight-saving time to the District of 
Columbia. Enactment of this bill would obviate the necessity for 
legislating from year to year on the subject. The provisions of this 
bill are not mandatory, but give the Board of Commissioners necessary 
authority. 

The bill was favorably reported by a unanimous vote of the com- 
mittee. 
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PROVIDING FOR THE APPOINTMENT OF CONSERVATORS TO CON- 
SERVE THE ASSETS OF PERSONS OF ADVANCED AGE, MENTAL 
WEAKNESS, NOT AMOUNTING TO UNSOUNDNESS OF MIND OR 
PHYSICAL INCAPACITY 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


STORE, from the Committee on the District of Columbia, 
submitted the following 


MAR 3 151951 


REPORT 
To accompany 8S. 11] 
pan) 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 11) to provide for the appointment of committees to con- 
serve the assets of persons of advanced age, mental weakness, or physi- 
cal incapacity, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Strike out all after the enacting clause and in lieu thereof insert the 
following: 


That if a person residing in or having property in the District of Columbia is 
unable, by reason of advanced age, mental weakness (not amounting to unsound- 
ness of mind), or physical incapacity properly to care for his property, the United 
States District Court for the District of Columbia may, upon his petition or the 
sworn petition of one or more of his relatives or friends, appoint some fit person 
to be conservator of his property. 

Sec. 2. Upon the filing of such petition, the court shall fix a time and place 
for a hearing thereon; and shall cause at least fourteen days’ notice thereof to be 
given to the person for whom a conservator is sought to be appointed if he is 
not the petitioner, and to such other persons as the court shall direct. The court 
in its discretion may appoint some disinterested person to act as guardian ad 
litem in any proceeding hereunder. Upon a finding that such person is incapable 
of caring for his property, the court shall appoint a conservator who shall have 
the charge and management of the property of such person subject to the direction 
of the court. 

Sec. 3. Such conservator before entering upon the discharge of his duties shall 
execute an undertaking with surety to be approved by the court in such maximum 
amount as the court may order, conditioned on the faithful performance of his 
duties as such conservator; and he shall have control of the estate, real and 
personal, of the person for whom he has been appointed conservator, with power 
to collect all debts due such person, and upon authority of the court to adjust 
and settle all accounts owing by him, and to sue and be sued in his respresentative 
capacity. He shall apply such part of the annual income, and such part of the 
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principal as the court may authorize, of the estate of such pefson to the support 
of such person, and the maintenance and education of his family and children; 
and shall in all other respects perform the same duties and have the same rights 
and powers with respect to the property of such person as have guardians of the 
estates of infants. 

Sec. 4. When any person for whom a conservator has been appointed under 
the provisions of this Act shall become competent to manage his property, he may 
apply to such court to have such conservator discharged and to be restored to the 
care and control of his property. If the court finds him to be competent, an order 
shall be entered restoring the care and control of his property to such person. 
The court shall have the same powers with respect to the property of any person 
for whom a conservator has been appointed as it has with respect to the property 
of infants under guardianships. 

Sec. 5. Upon filing of a petition as provided by this Act the court may, with 
or without notice or hearing, appoint a temporary conservator of the estate of any 
person hereunder, if it deems such action necessary for the protection of such 
estate, subject to the provisions for an undertaking contained in section 3 hereof. 
Such temporary conservator shall serve only until such time as a permanent con- 
servator can be appointed or until sooner discharged. 

Sec. 6. Where a conservator is appointed pursuant to the provisions of this 
Act, all contracts and business transactions, subsequent to the filing of the peti- 
tion, of a person for whom a conservator has been appointed hereunder, shall be 
presumed to be a fraud upon him and against his rights and interests. 


Amend the title to read as follows: 


A bill to provide for the appointment of conservators to conserve the assets of 
persons of advanced age, mental weakness, not amounting to unsoundness of 
mind, or physical incapacity. 

The purpose of the bill is to allow the Federal District Court for 
the District of Columbia to appoint conservators of the estates of 
persons who are incompetent, by reason of advanced age, mental 
weakness, or physical incapacity, properly to care for their property. 
The present District of Columbia law makes no provision for such 
appointments. The bill has the approval of the District of Columbia 
Commissioners, and the judges of the District courts. The bill was 
favorably reported by a unanimous vote of the committee. 
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82p CONGRESS SENATE Report 
Ist Session No. 172 


AMENDING THE ACT AUTHORIZING THE APPREHENSION AND DE- 
TENTION OF INSANE PERSONS IN THE DISTRICT OF COLUMBIA, 
AND PROVIDING FOR THEIR TEMPORARY COMMITMENT IN THE 
GOVERNMENT HOSPITAL FOR THE INSANE, AND FOR OTHER 
PURPOSES 


[aRcH 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


. Pastore, from the Committee on the District of Columbia, 
submitted the following 


_OF MICH. 
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MAR 31 1951 


REPORT 


Ul 


[To accompany 8S. 263] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 263) to amend section 5 of the act entitled ‘‘An Act to 
authorize the apprehension and detention of insane persons in the 
District of Columbia, and providing for their temporary commit- 
ment in the Government Hospital for the Insane, and for other 
purposes,’ approved April 27, 1904, as amended, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows. 

Page 1, line 3, strike out the words “the first sentence of” 

Page 2, line 12, strike out the quotation mark and add the following 

sentence: 
No certificate alleging the insanity of any person shall be valid which has been 
issued by a physician who is financially interested in the hospital or asylum in 
which the alleged insane person is to be confined; nor, except in the case of physi- 
cians employed by the United States or the District of Columbia, shall any such 
certificate be valid which has been issued by a physician who is professionally or 
officially connected with such hospital or asylum. 

The purpose of the bill is to allow commissioned surgeons of the 
United States Air Force and physicians employed by the Veterans’ 

Administration, as well as doctors licensed to practice in the District 
of Columbia, but not residing therein, to issue certificates of insanity. 
At the present time ¢ ‘ommissioned surgeons of the United States Army, 
Navy, and Public Health Service, and practitioners licensed in the 
District of Columbia and residing therein, may issue such certificates. 

The bill was requested by the Board of Commissioners of the Dis- 
trict of Columbia, and has the approval of all interested agencies. 
It was favorably reported by a unanimous vote of the committee. 





APPREHENSION AND DETENTION OF INSANE PERSONS 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 5. [For the purposes of sections 21-326 to 21-331, no certificate as to 
the aanity or the insanity of any person shall be valid which has been issued 
(a) by a physician who has not been regularly licensed to practice medicine in 
the District of Columbia, unless he be a commissioned surgeon of the United 
States Army, Navy, or Public Health Service; or (b) by a physician who is not 
a permanent resident of the District of Teltochin: io (c) by a physician who 
has not been actively engaged in the practice of his profession for at least three 
years; or (d) by a physician who is related by blood or by marriage to the person 
whose mental condition is in question.] That for the purpose of this Act no 
certificate as to the sanity or the insanity of any person shall be valid which has been 
issued (a) by a physician who has not been regularly licensed to practice medicine 
in the District of Columbia, unless he be a commissioned surgeon of the United 
States Army, Navy, Air Force, or Public Health Service, or a physician employed 
by the Veterans’ Administration; or (b) by a physician who is related by blood or 
by marriage to the person whose mental condition is in question. [Nor shall any 
certificate alleging the insanity of any person be valid which has been issued 
by a physician who is financially interested in the hospital or asylum in which 
the alleged insane person is to be confined, or who is professionally or officially 
connected therewith.] No certificate alleging the insanity of any person shall be 
valid which has been issued by a physician who is financially interested in the hospital 
or asylum tn which the alleged insane person is to be confined; nor, except in the case 
of physicians employed by the United States or the District of Columbia, shall any 
such certificate be valid which has been issued by a physician who is professionally 
or officially connected with such hospital or asylum, 


O 








Calendar No. 164 


82p CoNGREss s SENATE § REPORT 
No. 173 


Lst Se ssion 


PROVIDING FOR THE CONTINUATION OF CLERICAL AND 
OTHER ASSISTANTS ON THE PAYROLL OF THE SENATE 
UPON THE RESIGNATION OF A SENATOR 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Rules and Administration, 
submitted the following 


REPORT 
[To accompany 8. Res. 5] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 5) providing for the continuation of clerical 
and other assistants on the payroll of the Senate upon the resignation 
of a Senator, having considered the same, report it to the Senate, with 
an amendment, and recommend that it be agreed to as amended. 

The purpose of this resolution is to continue for a period of not 
exceed 30 days all clerical and other assistants on the payroll of a 
Senator at the time of his resignation from office. This is in con- 
formity with past practices of the Senate which has on several occa- 
sions continued the staffs of resigning Senators on the payroll by 
resolution for periods of from 15 to 60 days. Examples of these have 
been as follows: Senate Resolution 178, Seventy-ninth Congress, 
first session, agreed to September 27, 1945, continued the clerical 
assistants of Senator Harold H. Burton on the payroll for a period 
not exceeding 1 month; Senate Resolution 302, Seventy-ninth Con- 
gress, second session, agreed to July 22, 1946, continued the clerical 
assistants of Senator Warren R. Austin on the payroll for 60 days; 

Senate Resolution 159, Eighty-first Congress, first session, agreed to 
August 23, 1949, continued the clerical assistants of Senator J. 
Howard McGrath on the payroll for 15 days; Senate Resolution 380, 
Eighty-first Congress, second session, agreed to December 21, 1950, 
continued the clerical assistants of Senator Edward L. Leahy on the 
payroll for 15 days. 

This resolution (S. Res. 5) will obviate the necessity for Senate 
action on resolutions such as the foregoing by making it a standing 





2 CONTINUATION OF CLERICAL AND OTHER ASSISTANTS 


order of the Senate that all such staffs of resigning Senators hence- 
forth will be paid automatically from the Senate contingent fund. 
In the House of Representatives at the present time clerical assistants, 
upon resignation of a Membei, are borne on the payrolls at their 
respective salaries until a successor to such Member is elected. Your 
committee feels, in view of the existing powers of governors to appoint 
successors to resigning Senators, that 30 days constitutes a sufficient 
period of terminal employment for the staffs of Senators leaving the 
Senate by their own will. 
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DIRECTING THAT THERE SHALL ACCOMPANY EVERY CONFER- 
ENCE REPORT A STATEMENT EXPLAINING THE EFFECT OF 
THE ACTION AGREED ON BY THE COMMITTEE OF CONFERENCE 


Marcu 14 (legislative day, Marcu 12), 1951.—Ordered to be printed 
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AYDEN, from the Committee on Rules and Administration, 
submitted the following 
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REPORT 
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[To accompany 8. Con. Res. 1 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 1) directing that there shall 
accompany every report of a committee of conference a statement 
explaining the effect of the action agreed on by the committee, having 
considered the same, report favorably thereon, without amendment, 
and recommend that it be agreed to by the Senate. 

This resolution is identical with Senate Concurrent Resolution 79, 
which was agreed to by the Senate in the Eighty-first Congress. In 
response to a request from the chairman of the Committee on Rules 
and Administration, the Office of the’ Legislative Counsel last year 
prepared and submitted a memorandum relating to the adoption of 
a rule requiring every report of a committee of conference to be 
accompanied by a statement in writing, and signed by at least a 
majority of the managers on the part of each House, explaining the 
effect of the action agreed on by the committee. This memorandum 
notes the adoption of a similar requirement by the House of Repre- 
sentatives some 70 years ago, contains a concise history of such a rule, 
and presents certain reasons w hy Senate Concurrent Resolution 79, 
Eighty-first Congress (now S. Con. Res. 1, 82d Cong.), should be 
agreed to by both Houses of Congress. 

MEMORANDUM FOR THE SENATE COMMITTEE ON RULES AND ADMINISTRATION 


This memorandum is submitted in response to the request of the chairman for 
our views with respect to the desirability of enacting Senate Concurrent Resolution 
79. The resolution reads as follows: 

“Resolved by the Senate (the House of Representatives concurring), 


] That there 
shall accompany every report of a committee of conference a 


Statement, in 
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writing and signed by at least a majority of the managers on the part of each 
House, explaining the effect of the action agreed on by the committee. 

‘Sec. 2. The foregoing section shall be a rule of each House, respectively, and 
shall supersede any other rule thereof but only to the extent that it is inconsistent 
with such other rule.” 

As a result of complaints made by various Members of the House of Repre- 
sentatives some 70 years ago, the House adopted a rule on February 27, 1880 
(10 Congressional Record 1203), requiring every conference report to be ac- 
companied by “‘a detailed statement sufficiently explicit to inform the House what 
effect such amendments or propositions (i. e. contained in the conference report) 
will have upon the measures to which they relate.” This rule is still in effect, 
without change, and is a part of rule XXVIII of the Standing Rules of the House. 
It has been interpreted by the House to require the statement to be in writing 
and signed by at least a majority of the House conferees. The House has also 
held that a conference report is subject to a point of order unless such statement 
accompanies It. 

It is interesting to note that the rule as first proposed related to the conference 
report itself and was objected to by Mr. Biackburn on the ground that it proposed 
to bind the conferees on the part of the Senate as well as of the House. Mr. 
Blackburn stated: 

‘‘A conference report means the report of the conference committee of the two 
Houses. The reports to the two Houses must be duplicates, the one of the other. 
There cannot be a syllable in the conference report made to this House that is 
not embraced in the report made to the Senate. We cannot compe! the Senate 
to do what is here suggested; but I pledge myself I will use my best endeavor as 
a member of the Committee on Rules and of the Joint Committee on Rules to 
have this incorporated into a joint rule to govern the two Houses. While assentin 


to the idea of the gentleman from Wisconsin, I am in favor of so modifying his 


amendment as to require the House members of the committee of conference to 
furnish with each conference report an explanation by a statement in detail of 
the points in controversy covered by such report’? (10 Congressional Record 


1203 
rt 


ie House then proceeded to accept a substitute offered by Mr. Bla 





irn 
which is the present rule. 

ver tl ears, and especially in more recent years, the court ) 
use the statement of the managers with increasing frequenc) as an extri aid 
in helpi: r them determine the intent of Congress. Che courts i i h 
weight to ici tatement as thev do to the committee reports prepared tl 
standing ynmittees which accompany proposed It rislation reported of n 
committees. In instances where a bill is almost completely rewrit 
fere he atement is the best extrinsic aid available to the court in det 
inte! 

Since the statement has become, and will continue to be, an important ol 
the legislative history of enactments of the Congress, it would seem desirable to 
have the Senate conferees join with the House nferees in writing s! tat 
ment \s a practical matter, the Senate conferees can today msist O01 lab 
oration with the House conferees on the text of the statement, since tl can 
refuse to agre to the conference report unless a Ler’ nt ca reac} O 
the matter to be included in the statement howe in tl t ( 
varlis ntarv procedure, a change in the rules such as is yposed in the pending 
resolution would seem to be the better approach 

As the committee will remember, after the conference report on the Fair Labor 
Standards Amendments of 1949 was adopted in the Senate last year, a detailed 
statement explaining the contents of the conference report was submitted on 
behalf of a majority of the Senate conferees See Congressional Record, October 
19, 1949, pp. 15371-15377. Such statement did not interpret the text of t 
conferet re ort in the same manner @s such report was interpret 1] the stat 
ment of the managers on the part of the Hous« Senator Taft, who was a Neat ber 
of the conference but who did not join in the statement submitted on behalf of 
the ma ority f the Senate conferees, took Issue with s¢ e of the interpretations 
ane tained in such statement and subsequently inserted in the record his own views 
with respect to the interpretation of certain portions of the report pee Con- 
gressional Record, February 16, 1950, appendix, pp. 1162, 1163 


Unless the courts, the administrative agencies, and the practicing attorney cat 
so to one statement, joined in by a majority of the conferees of both Houses, for 


. P . , . +} . ° } s+, ar ay . r »y 
a de ermination of the intent of Congress, they are laced with an unnecessary a d 
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difficult problem in attempting to determine such intent. It is quite possible, i: 
a case such as the one referred to above, that a court would feel it necessary to 
disregard ail such explanatory statements containing conflicting interpretations 
and exercise its own judgment as to intent which conceivably could be cont 
to the intent of a majority of the Congress. 

For the above reasons we feel that the pending resolution is a step in the righ 
direction and a desirable change in the rules. 

Respectfully, 


rar 


S. E. Rice, Legislative Counse 


O 
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Mr. Connatty and Mr. Russexn, from the Con 
Relations and the Armed Services, jointly submi 


REPORT 
[To accompany 8. Res. 99 and 8, Cor 


The joint committee made up of the Committ: 
tions and the Committee on Armed Services, hay 
sideration Senate Resolution 8, Eighty-second Co J 
which declares it to be the sense of the Senate th 
ground forces should be assigned to duty in the E: 
purposes of the North Atlantic Treaty, pending 
policy with respect thereto by the Congress, rep 
of its own (S. Res. 99 and S. Con. Res. 18) for the 
Senate. 

The report that follows is directed to Senate Re 
ever, inasmuch as the language of the two resoluti 
report applies equally to Senate Concurrent Reso! 
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Mr. Connatiy and Mr. Russetu, from the Committees on Foreign 
Relations and the Armed Services, jointly submitted the following 


REPORT 


[To accompany S. Res. 99 and 8, Con. Res. 18] 


The joint committee made up of the Committee on Foreign Rela- 
tions and the Committee on Armed Services, having had under con- 
sideration Senate Resolution 8, Eighty-second Congress, first session, 
which declares it to be the sense of the Senate that no United States 
ground forces should be assigned to duty in the European area for the 
purposes of the North Atlantic Treaty, pending the adoption of a 
policy with respect thereto by the Congress, reports two resolutions 
of its own (S. Res. 99 and S. Con. Res. 18) for the consideration of the 
Senate. 

The report that follows is directed to Senate Resolution 99. How- 
ever, inasmuch as the language of the two resolutions is identical, the 
report applies equally to Senate Concurrent Resolution 18. 


Part I, BackGrounpb 
1. PURPOSE OF THE RESOLUTION 


The resolution endorses the appointment of General Eisenhower as 
Supreme Allied Commander, Europe, and approves the present plans 
of the administration to send four additional divisions of United 
States ground troops to Europe as our contribution to the integrated 
defense of the North Atlantic area. It expresses the sense of the 
Senate that congressional approval should be obtained of any policy 
which may in the future require the assignment of American troops 
abroad under article 3 of the North Atlantic Treaty. It also requires 


1 
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certification by the Joint Chiefs of Staff that certain conditions speci- 
fied in the resolution have been met before such troops will be sent. 


2. TEXT OF THE RESOLUTION 


The text of the two resolutions is identical except that where the 
Senate resolution refers to the Senate, the concurrent resolution refers 
to the Congress. The text of the Senate resolution is reproduced 
below. 

[S. Res. 99] 


RESOLUTION 


Whereas the foreign policy and military strength of the United States are 
dedicated to the protection of our national security, the preservation of the liberties 
of the American people, and the maintenance of world peace; and 

Whereas the North Atlantic Treaty, approved by the Senate by a vote of 82-13, 
is a major and historic act designed to build up the collective strength of the free 
peoples of the earth to resist aggression, and to preserve world peace; and 

Whereas the security of the United States and its citizens is involved with the 
security of its partners under the North Atlantic Treaty, and the commitments 
of that treaty are therefore an essential part of the foreign policy of the United 
States; and 

Whereas article 3 of the North Atlantic Treaty pledges that the United States 
and the other parties thereto ‘‘separately and jointly, by means of continuous 
and effective self-help and mutual aid, will maintain and develop their individual 
and collective capacity to resist armed attack’’; and 

Whereas recent events have threatened world peace and as a result all parties 
to the North Atlantic Treaty are individually and collectively mobilizing their 
productive capacities and manpower for their self-defense; and 

Whereas the free nations of Europe are vital centers of civilization, freedom, and 
production, and their subjugation by totalitarian forces would weaken and 
endanger the defensive capacity of the United States and the other free. nations; 
and 

Whereas the success of our common defense effort under a unified command 
requires the vigorous action and the full cooperation of all treaty partners in the 
supplying of materials and men on a fair and equitable basis, and General 
Eisenhower has testified that the “bulk” of the land forces should be supplied 
by our European allies and that such numbers supplied should be the ‘“‘major 
fraction’’ of the total number: Now, therefore, be it 

Resolved, That— 

1. the Senate approves the action of the President of the United States in 
cooperating in the common defensive effort of the North Atlantic Treaty 
nations by designating, at their unanimous request, General of the Army 
Dwight D. Eisenhower as Supreme Allied Commander, Europe, and in 
placing Armed Forces of the United States in Europe under his command; 

2. it is the belief of the Senate that the threat to the security of the United 

States and our North Atlantic Treaty partners makes it necessary for the 
United States to station abroad such units of our Armed Forces as may be 
necessary and appropriate to contribute our fair share of the forces needed 
for the joint defense of the North Atlantic area; 

3. it is the sense of the Senate that the President of the United States as 
Commander in Chief of the Armed Forces, before taking action to send units 
of ground troops to Europe under article 3 of the North Atlantic Treaty 
should consult the Secretary of Defense and the Joint Chiefs of Staff, the 
Committee on Foreign Relations of the Senate, the Committee on Foreign 
Affairs of the House of Representatives, and the Armed Services Committees 
of the Senate and the House of Representatives, and that he should likewise 
consult the Supreme Allied Commander, Europe; 

4. it is the sense of the Senate that before sending units of ground troops 
to Europe under article 3 of the North Atlantic Treaty, the Joint Chiefs of 
Staff shall certify to the Secretary of Defense that in their opinion the parties 
to the North Atlantic Treaty are giving, and have agreed to give full, realistic 
force and effect to the requirement of article 3 of said treaty that ‘“‘by means of 
continuous and effective self-help and mutual aid” they will “maintain and 
develop their individual and collective capacity to resist armed attack,’’ 
specifically insofar as the creation of combat units is concerned; 








ASSIGNMENT OF GROUND FORCES IN EUROPEAN AREA 3 


5. the Senate herewith approves the understanding that the major con- 
tribution to the ground forces under General Eisenhower’s command should 
be made by the European members of the North Atlantic Treaty, and 
that such units of United States ground forces as may be assigned to the above 
command shall be so assigned only after the Joint Chiefs of Staff certify 
to the Secretary of Defense that in their opinion such assignment is a necessary 
step in strengthening the eee, of the United States; and the certified 
opinions referred to in paragraphs 4 and 5 shall be transmitted by the Secre- 
tary of Defense to the President of the United States, and to the Senate 
Committees on Foreign Relations and Armed Services, and to the House 
Committees on Foreign Affairs and Armed Services as soon as they are re- 
ceived; 

6. it is the sense of the Senate that, in the interests of sound constitutional 
processes, and of national unity and understanding, congressional approval 
should be obtained of any policy requiring the assignment of American troops 
abroad when such assignment is in implementation of article 3 of the North 
Atlantic Treaty; and the Senate hereby approves the present plans of the 
President and the Joint Chiefs of Staff to send four additional divisions of 
ground forces to Western Europe; 

7. it is the sense of the Senate that the President should submit to the 
Congress at intervals of not more than six months reports on the implementa- 
tion of the North Atlantic Treaty, including such information as may be 
made available for this purpose by the Supreme Allied Commander, Europe. 


8. THE SETTING 


When the Senate in 1949 gave its approval to the North Atlantic 
Treaty by a vote of 82 to 13, it was hoped the undertaking in article 5 
that an armed attack against one party “should be considered an 
attack against them all” “and the undertaking in article 3 to achieve 
the objectives of the treaty by “effective self- help and mutual aid” 
would be enough to deter possible Soviet aggression. The Mutual 
Defense Assistance Act, also passed in 1949, was enacted in the belief 
that our security required the building up of the defensive strength of 
the Western European pact countries and that the most effective con- 
tribution the United States could make would be the supplying of 
arms. 

During the past year the fall of China, the Communist attack on the 
Republic of Korea, Soviet intransigeance in the face of United Nations 
action to defend Korea, the threats directed toward Yugoslavia by 
the Soviet and her satellites, and the establishment on the borders of 
Western Europe of Communist armies of overwhelming size and with 
equipment in some respects superior to that of the defenders of West- 
ern Europe, have indicated the threat of Soviet attack requires vigor- 
ous action if security for the free world is to be obtained. 

The Congress, when it passed the Mutual Defense Assistance Act, 
provided that a substantial part of the funds to be appropriated were 
not to be spent until the President ‘approves recommendations for an 
integrated defense of the North Atlantic area * * *.” The con- 
ference report on that bill made it clear that this meant the establish- 
ment of “‘unity of purpose, unity of defense planning, unity of direc- 
tion, and unity of execution * * *.” 

As a part of the North Atlantic defense program, the North Atlantic 
Treaty countries agreed at the Brussels Conference in December 1950, 
that they would create a united, unified, integrated army to provide 
the necessary defense for Western Europe. They planned to build 
that army over the next 2 years. They agreed to set up a Supreme 
Commander and unanimously asked President Truman to designate 
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General Eisenhower to that post. President Truman announced the 
appointment on December 19. 

Partly as the result of an announcement by President Truman on 
September 9, 1950, that, on the recommendations of the Joint Chiefs 
of Staff, he had authorized “substantial increases in the strength of the 
United States forces to be stationed in Western Europe,” increasing 
concern was expressed in the United States as to the nature and scope 
of American contributions to the defense of the free world in Western 
Europe. 

When the Eighty-second Congress met in January 1951, a debate on 
the foreign policy of the United States was immediately touched off. 
During this debate doubt was expressed of the ability of the Western 
European peoples to defend themselves and the capacity of the United 
States to produce sufficient arms or men to help effectively defend 
Western Europe. On January 8, Senator Wherry of Nebraska intro- 
duced a resolution (S. Res. 8), subsequently modified on January 16, 
which was referred to the Committees on Foreign Relations and Armed 
Services, jointly, on January 23. The resolution provided in part 
that— 


no ground forces of the United States should be assigned to duty in the European 
area for the purposes of the North Atlantic Treaty pending the adoption of a policy 
with respect thereto by the Congress. 


4. GENERAL EISENHOWER’S REPORT 


Although the Wherry resolution had been referred to the joint com- 
mittee prior to the return of General Eisenhower from his survey of 
the defense efforts of the North Atlantic countries, it was agreed that 
hearings would not be opened until the Congress had heard his report. 

General Eisenhower, accompanied by his Chief of Staff, Lt. Gen. 
Alfred M. Gruenther, ‘left W ashington on January 6, 1951. In his 
3 week’s tour he stopped in the capitals of all our Atlantic Treaty 
partners, namely, France, Belgium, the Netherlands, Denmark, 
Norway, the United Kingdom, Portugal, Italy, Luxembourg, Iceland, 
and Canada. He spoke to the chiefs of state, the premiers, the prime 
ministers, the defense ministers, and top military officials, and, in 
addition, to the American Ambassadors and Ministers. On January 
27, he returned to the United States, and, after making his report to 
the President and the Secretaries of State and Defense, he addressed 
a joint meeting of the Senate and the House of Representatives on 
February 1, 1951. 

That address underlined the importance of the defense of Western 
Europe to the United States, not merely from a military point of 
view but also from the point of view of skilled manpower, of cultural 
ties, and of raw materials sources. It emphasized the need for coop- 
eration and stressed that our partners must contribute fully to the 
common defense. On his trip, asserted General Eisenhower, he noted 
among our allies evidence of a— 


rejuvenation, a growth of determination, a spirit to resist * * *. 


The most important thing that the United States could contribute 
in his opinion was leadership and morale. 
* * * faith in America * * *_ lies at the bottom of this whole thing. 


Faith that the leadership she can provide will inspire the same kind of feeling, 
the same kind of effort in our friends abroad * * 
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5. COMMITTEE ACTION 


The joint committee held its first meeting on the afternoon of Feb- 
ruary 1, 1951, to hear General Eisenhower in executive session sup- 
plement his statement made before the informal joint meeting of the 
Senate and the House of Representatives. 

On February 15, the committee began 2 weeks of public hearings, 
during which 6 administration witnesses and 33 non-Government wit- 
nesses were heard. Presenting the administration’s case for sending 
additional troops to Europe in implementation of the North Atlantic 
Treaty were: Gen. George C. Marshall, Secretary of Defense; Hon. 
Dean Acheson, Secretary of State; Gen. Omar N. Bradley (C hairman), 
Joint Chiefs of Staff; Gen. J. Lawton Collins, Chief of Staff of the 
Army; Admiral Forrest P. Sherman, Chief of Naval Operations; and 
Gen. Hoyt S. Vandenberg, Chief of Staff of the Air Force. 

A number of witnesses were heard at the request of the sponsor of 
Senate Resolution 8. Among them were: Gen. Harold George, United 
States Air Force, retired; Gen. Curtis E. LeMay, commanding general, 
Strategic Air Command; Maj. Alexander de Seversky; Gen. Carl 
Spaatz, United States Air Force, retired; and Gen. Ennis C. White- 
head, commanding general, Air Defense Command, United States 
Air Force. The committee also heard the testimony of the following 
Members of Congress: Senator Robert A. Taft, of Ohio; Senator 
Kenneth S. Wherry, of Nebraska; Representative W. J. Bryan Dorn, 
of South Carolina; Representative John F. Kennedy, of Massachu- 
setts; former Senator Albert W. Hawkes, of New Jersey; and former 
Senator John Sherman Cooper, of Kentucky. Other witnesses 
included former President Herbert Hoover; Gov. Thomas E. Dewey, 
of New York; Hon. Harold E. Stassen, president of the University of 
Pennsylvania; and Gen. Lucius D. Clay, special assistant to the 
Director of Defense Mobilization. A number of other witnesses were 
heard, who represented various organizations. ‘The public hearings 
were concluded on February 28, 1951. 

The committee held seven executive sessions to hear further testi- 
mony of the Defense Department and to mark up the draft resolution 
proposed by Senator Connally and Senator Russell as a substitute for 
Senate Resolution 8 and to consider a number of other related pro- 
posals. On March 1, the joint committee met to discuss procedure. 
On March 2, Gen. J. Lawton Collins, Gen. Omar N. Bradley, and 
Rear Adm. M. E. Curts, Chief of Undersea Warfare Section, Office of 
Naval Operations, were heard. Hon. W. J. McNeil, Assistant Secre- 
tary of Defense, accompanied by Admiral H. A. Houser, Director, 
Legislative Liaison, Office of the Secretary of Defense; Gen. W. B. 
Persons, Washington representative, Supreme Headquarters, Allied 
Powers in Europe: and Lyle S. Garlock, Director, Office of Budget, 
Department of Defense, was heard on March 3 on the defense budget. 
The executive sessions of March 6, 7, and 8 were devoted to a section- 
by-section analysis of the draft resolution and the adoption of amend- 
ments. On March 8, the committee voted 23 to 0 to report Senate 
Resolution 99 to the Senate. At the same time, the committee 
voted 16 to 8 to report the same resolution in the form of a concurrent 
resolution (S. Con. Res. 18) in order to permit House participation. 
There being several unresolved questions as to the meaning of parts 
of the resolutions, the committee met on March 13 and agreed upon 
the language embodied in the resolutions reported to the Senate. 

*80986—51——2 
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Part II. ANAtysis oF THE RESOLUTION 


6. ANALYSIS OF RESOLUTION 
Preamble 

The seven clauses of the preamble set forth the reasons for the 
resolution and the background against which it was drafted. The 
clauses state that American foreign policy and military strength are 
designed to protect national security, preserve American liberties, 
and maintain world peace. It is noted that world security is threat- 
ened and that the subjugation of the free people of Europe would 
endanger our defensive capacity. Accordingly, it is important to all 
the North Atlantic Treaty partners that ach should carry out its 
obligation of developing its collective and individual capacities to 
resist armed attack; in the interests of common defense, each partner 
should contribute its share of men and materials on a fair and equitable 
basis. All parties to the North Atlantic Treaty are now collectively 
mobilizing their productive capacities and manpower for self-defense, 
and General Eisenhower has testified that our European partners w ill 
supply the “bulk”’ of the land forces. 

Paragraph 1—Approval of Eisenhower appointment 

The first operative paragraph of the resolution— 
approves the action of the President of the United States in cooperating in the 
common defensive effort of the North Atlantic Treaty nations by designating, at 
their unanimous request, General of the Army Dwight D. Eisenhower as Supreme 
Allied Commander, Europe, and in placing armed forces of the United States 
in Europe under his command. 

The committee notes the following passage in the President’s ap- 
pointing letter to General Eisenhower. 

* %* * JT have designated you as Supreme Commander, Europe. * * #* 

You are hereby assigned operational command, to the extent necessary for the 
accomplishment of your mission, of the United States Army Forces, Europe; 
United States Air Forces, Europe; and the United States Naval Forces, Eastern 
Atlantic and Mediterranean. 

The President’s action took place on December 19, 1950, the day on 
which the North Atlantic Council completed plans for an integrated 
defense force under a unified, centralized command and invited the 
President to appoint General Eisenhower. The committee considers 
the choice a wise and a popular one, which should speed the accom- 
plishment of the objectives of the North Atlantic Treaty. It, there- 
fore, recommends unanimously that the Senate express its endorse- 
ment of the action of the President in appointing General Eisenhower 
to this important post. 

Paragraph 2—Stationing United States armed forces in Western Europe 

Paragraph 2 expresses the belief of the Senate that the security of 
the United States and our North Atlantic Treaty partners is so threat- 
ened that the United States finds it necessary as its contribution to 
the joint defense efforts, to station abroad units of American armed 
forces necessary to constitute our fair share of the joint defense forces 
of the North Atlantic Treaty nations. 

In considering the number of American troops to be stationed 
abroad under article 3 of the North Atlantic Treaty, the committee 
considered the advisability of fixing a ratio between the number of 
American troops to be sent to Europe and the number of ground forces 
to be supplied by our partners. The committee felt it undesirable to 
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fix such a ratio and instead sought to indicate the number of American 
troops to be stationed abroad by use of the phrase “fair share.” 

Interpretation of the phrase ‘fair share’ involves an estimate of 
what the other partners are doing as their fair share in building joint 
defenses. Since the committee in paragraph 6 approves the dispatch 
of four additional divisions to Western E urope, thus contemplating 
United States forces in Western Europe totaling approximately six 
divisions, this figure is apparently accepted as our fair contribution at 
this time in the light of our allies’ efforts. In this connection it should 
be noted that paragraph 5 indicates that the major contribution to 
the ground forces under General Eisenhower’s command should be 
made by the European members of the North Atlantic Treaty. 

The reference in this paragraph to ‘‘units of our Armed Forces,” is a 
reference not only to ground troops, but also to other units of our 
military forces which may be stationed abroad from time to time as 
an American contribution to the joint defense of the North Atlantic 
area. 


Paragraph 3—Consultation 

This paragraph expresses the sense of the Senate that before the 
President, as Commander in Chief of the Armed Forces, sends ground 
troops to Europe under article 3 of the North Atlantic Treaty, he 
should consult the congressional committees primarily concerned with 
the formulation of foreign and military policies. The joint committee 
believes that, in such important matters which involve the security 
of the United States and world peace, the Congress should be kept 
informed of developments and should be in a position to participate 
in the formulation of major policy steps. In this way the unity of 
purpose and action on the part of the Executive and the Congress so ° 
necessary to public understanding and the full cooperation of the 
American people will be assured. In order to bring about complete 
coordination, the resolution also provides that the President should 
consult the Supreme Allied Commander, Europe, the Joint Chiefs of 
Staff, and the Secretary of Defense. 

Two points should be emphasized in connection with the consulta- 
tion procedure provided for in paragraph 3. In the first place, the 
use of the word “before”? makes it perfectly clear that consultation 
should take place before and not after ground forces are assigned to 
Europe under the North Atlantic Treaty. In the second place, in 
view of the express terms of paragraph 6, the consultation recom- 
mended in paragraph 3 does not apply to the four divisions of ground 
forces which are to be sent to Western Europe in accordance with 
the present plans of the President and the Joint Chiefs of Staff. 
Paragraphs 4-5—Certification by Joint Chiefs of Staff 

Paragraph 4 expresses the sense of the Senate that, in advance of 
sending additional ground troops to Europe under article 3 of the 
North Atlantic Treaty, the Joint Chiefs of Staff shall certify that the 
parties to the treaty are doing their part under that article, especially 
with respect to the creation of combat units. 

It is important to make sure that our partners are contributing 
their fair share toward the common defense. It is especially impor- 
tant in building the new integrated defense force under General Eisen- 
hower that full cooperation shall be given by those associated with us 
in the venture. This is particularly true of the creation of combat 
units. In order to assure the American people and the Congress that 
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these purposes are being served, certification of the Joint Chiefs of 
Staff to that effect is required. 

Paragraph 5 incorporates two principal points: The first is that it 
makes clear the sentiment of the Senate that the major portion of the 
ground forces under General Eisenhower’s command shall be fur- 
nished by the European members of the North Atlantic Treaty. The 
second is that prior to the assignment of such United States ground 
troops for service abroad, the Joint Chiefs of Staff shall certify that 
in their opinion such assignment is a necessary step in strengthening 
the security of the United States. 

Paragraph 5 also sets up the procedure whereby the certification is 
to be carried out. It will be noted that in both cases the certified 
opinions referred to are to be transmitted to the appropriate com- 
mittees of the Congress. 


Paragraph 6—Congressional approval 


Paragraph 6 puts the Senate on record with respect to two important 
matters: In the first place, it states that congressional approval should 
be obtained of any policy requiring the sending of troops abroad 
under article 3 of the North Atlantic Treaty. The committee 
believes that such approval will promote national unity and under- 
standing and will be in accord with sound constitutional processes. 

In the second place, it approves the present plans of the adminis- 
tration to send four additional divisions of American troops to bolster 
the joint defense of Western Europe. There was no divergence of 
views within the joint committee on this point. The committee 
wishes to underline the importance of this unanimous decision on 
one of the most significant policy issues which has confronted our 
country since the end of World War II. It believes that such unity, 
which reflects the support of the American people, will be extremely 
helpful in developing the morale of our European partners and in 
building the collective strength of the North Atlantic Treaty area. 

Paragraph 6 is limited in scope. It refers only to ground troops 
sent abroad for the purpose of implementing article 3 “of the North 
Atlantic Treaty. It does not call for congressional approval to send 
naval or air forces abroad. It does not apply to American troops in 
occupied areas or to armed forces sent to Europe under article 5 of the 
North Atlantic Treaty. Nor is it concerned with armed forces 
which the President might send abroad under his constitutional 
powers as Commander in Chief of the Army and Navy. 

The term “congressional approval” as used in paragraph 6 is subject 
to different interpretations. On the one hand, some members of the 
joint committee expressed the view that congressional approval could 
only be given by formal legislation. Others believed that both the 
letter and the spirit of paragraph 6 might be met, in certain circum- 
stances, as the result of consultation by the administration with, and 
the approval of, the appropriate committees of the Congress. In 
any event, it should be noted that the resolution expresses the sense 
of the Senate that congressional approval should be given; it is not 
a legislative mandate. 


Paragraph 7—Reports to Congress 


This paragraph calls upon the President to submit reports to the 
Congress periodically on how the North Atlantic Treaty is being 
implemented. It also calls upon him to include such information as 
the Supreme Allied Commander, Europe, may make available. Similar 
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provisions are to be found in many of the recent acts of Congress 
dealing with foreign relations of the United States, notably the Mutual 
Defense Assistance Act and the Economic Coope ration Act. 


Part III. Prospuems Aanp IssvuEs 


7. COMPARATIVE CAPABILITIES OF NATO COUNTRIES AND THE SOVIET 
BLOC 


In analyzing the present world situation, the joint committee gave 
considerable attention to the relative strength, both economic and 
military, of the North Atlantic Treaty countries and the Soviet 
bloc. While the ability of a nation to defend itself depends in part on 
such intangible factors as morale and will to fight, the figures in the 
table below give some indication of the actual and pote ntial i importance 
of Western Europe i in building the defensive strength of the free world. 


Armed forces 


As of December 1950 about 2,600,000 men were under arms in the 
ground forces of the United States and the North Atlantic countries, 
while total armed forces were about 4,500,000. In addition, about 
2,700,000 individuals were in the organized reserves making a grand 
total of organized armed strength well over 7,000,000. The following 
table gives the situation as of December 1950. Particular attention 


should be given to the number per thousand of population in the 
armed services. 


Estimated armed forces of NATO countries (December 1950) 














: : a 
| Num- | i 
} | ber ner Num- 
1 wy x tg Potal | ber per 
Navy | : Ss thou- | Organ-} 97 i 
Country |Ground| and | Total Popu- | A ed todd o ean vu- 
forces a | lation ata ize sand of 
air | popula-| serves |., mawils es 
| ae : ation 
| St { 
totic Garret anapeatis alcatel Roe ssial i tenteas Secad Sa é cetieaat 
Thou- | Thou- | Thou- | Mil- | | Thou- 
sands sands | sands lions rnd | 
Belgium 91 1] 102 8.6 12 102 | 12 
Luxemburg 2 2 < 5 2 5 
Denmark 23 6 29 4.2 7 1] 144 34 
France 0 600 122 722 41.6 17 1, 500 2, 222 53 
Italy eae ust | 245 | 62 307 | 46.2 7 | 307] 7 
Netherlands. ___.....-- ‘ = 78 36 | 114} 10.0 1] 30 |} 144 14 
Norway = ; eee Pee 15 10 | 25 | 3.2 65 | 90 28 
Portugal bie man cee ge 64 9 | 73) 8.6] 8} 20] 273] 32 
United Kingdom__-_------------- 380 349 729) 80.5] 14 147 | 876 | 17 
. eae amt Se ee eT eta ee ee ee 
Subtotal (European NAT o)..| 1, 498 605 | 2,103 | 173 2 | 12 2, 057 4, 160 24 
le ig ht i dtu aideks 34 | 27 | 61 | 13.8 | 4 31 | 92 | 7 
I i alee ee A 100 1,200 | 2,300 | 15 1.8 | 15 636 | 2,936 | 19 
Geom total. . oc. sceumesctwcq ~ 2. 632 | 1,832 | 4,464 338, 8 = Se, Ee eT ee 





| 
| | | | 


Exact figures are not available for the number of men under arms 
in the Soviet Union; but the total armed strength of its military forces 
is estimated at 4 000 ,000 organized into 175 divisions, spread over 
Eastern Europe, Siberia, and the Far East. A relative ‘ly large number 
of armored divisions are in areas adjacent to Western Europe. The 
Soviet satellites in Europe have an additional 1,000,000 men under 
arms. There are no reliable estimates available for inclusion in this 
table of the number of reserves in Soviet Russia and her satellites. 
The available estimates of forces in being may be set forth as follows: 








10 ASSIGNMENT OF GROUND FORCES IN EUROPEAN AREA 


Estimated present armed forces and population of Eastern European countries 


Number per 
thousand of 








Country Armed forces Population population 
in service 
Thousands Millions 
es. panne teneneabee as 4, 000 203.0 20 
Soviet satellites: 

8 he eee Sa EE es 50 1.2 42 
NS is one 5 555 c5k db cb gocndsadecdtacd 190 7.2 | 26 
nN uaa 2 140 12.5 | 11 
Se ARTS ee oe ihe 50 19.5 | 3 
NN EEE ES TF 60 9.2 | 7 
Poland Bee RS ine sae ae ee ; 200 | 24.5 | 8 
ick aces cidihnt en bakviddsaeediebiouw bade 275 | 16.0 | 17 
esas) a eo Panbbeie 4, 965 293.1 |_- fii docks 


These figures should be used with caution. For example, on the 
one hand they make no allowance for the vast area the Soviet forces 
must defend; nor, on the other hand, do they take into account the 
fact that the Soviet forces have been for a long time under a single 
unified command and as a result can be moved from place to place 
with greater ease than can many of the NATO forces which, until 
they are successfully integrated, are still tied down to the defense of 
a single country. Neve rtheless, it is noteworthy that the combined 
population of the North Atlantic countries exceeds that of the Soviet 
bloc, and the number of men in the organized military forces excluding 
reserves is approximately equal. Again such a conclusion must be 
used guardedly since it makes no allowance for the tremendous distance 
involved in the transportation of troops and supplies from the United 
States to Western Europe. 

It will be noted also that the table includes only Soviet and North 
Atlantic Treaty countries. It thus omits certain non-Soviet states, 
such as Greece, Turkey, Spain, and Yugoslavia, whose reserves of 
manpower are important equations in the total picture. China and 
other far eastern countries likewise are not included. 

Economic and financial capabilities 

As far as financial and economic capabilities are concerned the com- 
bined figures for the Western Hemisphere and Western Europe are far 
greater than those for the Soviet Union and her satellite states. The 
situation is set forth in tabular form below. Again it is important to 
bear in mind that figures available for the Soviet Union are often 
unreliable. However, the table is close enough to actualities to 
demonstrate how important a free Western Europe is to United States 
security. If Western Europe were to fall under Soviet domination, 
the Soviet economic and productive strength in some respects would 
equal, if not exceed, that of the United States. Moreover, under such 
circumstances it would be extremely difficult for us to secure certain 
strategic materials of great importance to the American economy. 
Opinions differ on whether or not the United States could main- 
tain its independence isolated from the rest of the world with vast 
pools of skilled workers and the economic resources of Western Europe 
in the hands of the Soviet Union. It is the considered judgment of 
our military leaders that the loss of that area would be, at the very 
least, a disaster of serious consequences to us and to our chances for 
survival as a free nation. 


—_ 
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8. DEFENSIVE EFFORTS OF THE NORTH ATLANTIC TREATY COUNTRIES 


A number of witnesses before the joint committee contended that 
our European partners were not bearing their fair share of the load 
and that until they were making greater effort no additional United 
States ground troops should be sent to Europe. One witness took the 
position that not another American dollar or another American 
soldier should be sent to Europe until the European states had 
demonstrated a greater determination to defend themselves. 

In providing an adequate defense as rapidly as possible, it must be 


borne in mind, as one of the witnesses before the committee stated, 
that— 


if each of the North Atlantic nations should wait to appraise its end efforts 
before determining its own, the result would be disastrous * 


The situation is such that we are all required to move tasither if we 
are jointly to defend ourselves. We expect our partners in the North 
Atlantic Pact to do as much as they can, just as they expect us to do 


all we can. No state can do the job alone. General Eisenhower 
observed that— 


the United States can [not] pick up the world on its economic, financial, and 
material shoulders and carry it. We must have cooperation if we are going to 


work with other nations. 

The evidence shows that the European members of the North 
Atlantic Treaty are putting their shoulder to the wheel. Britain has 
indicated that by the end of this year she expects to have 22 divisions 
in being or capable of rapid mobilization. This will be approximately 
equal to our own plans, which call for a total force the equivalent of 24 
divisions. Two of the new British divisions will be sent to augment 
the two now stationed in Western Germany. It will be recalled that 
the British population is about 50,000,000 as compared with our 
150,000,000. France with a population of about 42,000,000 has 
announced that in addition to 5 divisions she now has in being, she 
will expand to a total of 20 divisions over the next 3 years. 

Our Western European partners have made substantial increases 
in their military expenditures during the past year. The table which 
follows shows that during 1949 the United States was putting 5 percent 
of its gross national product into military expenditures, and that 
during the same year France and the United Kingdom were putting 
more than that percentage into their military expenditures. Expendi- 
tures for military purposes just prior to Korea show that the United 
Kingdom, the Netherlands, and France were putting a larger percent- 
age of their gross national product into military expenditures than was 
the United States. 

Expenditures in the United States after Korea jumped from 5.5 
percent of the gross national product to 15.7 percent, a threefold per- 
centage increase. Estimates for our partners indicate that a number of 
them expect to double their percentages during the forthcoming year. 
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Financial effort of North Atlantic Treaty Organization (NATO) countries 




















‘ . = Fiscal year beginning 1950 | 7 ‘ 
Fiscal year beginning 1949 (pre-Korea rate) | F iscal year beginning 1951 
Country ad ili | peas 1 | Fae al . a aa 
Gross _ Gross | Gross | a Gross | Gross | re a | Gross 

national expend-| national | national bates nd-| 24tional | national aa national 

Ps itures 2 product | product | itures 2 | product | product ocean's product 
a [oe ee ee Pe er 

Mil- Mil- | Mil- Mil- | Mil- Mil- 

lions lions Percent lions | lions | Percent} lions lions | Percent 
Belgium- Rapuemaburs | $6,050 | $152 | 2.5 | $6,345 | $187 2.9 $6, 582 $289 4.4 
Denmark............| 2918] 44 1.5| 2981) si] 1.7] 3,020 85 2.8 
PURsxs eos me -| 23,921 | 1,390 5.8 | 24,639 | 1,686 | 6.8 | 25,378 | 2,450 9.7 
Italy.__. sari asixm pe 474 | 3.6 | 13,500 600 4.4) 14,450 915 6.3 
Netherlands... __- | 4,883] 221 | 4.5 5,042 | 303 | 6.0 5,209 | 392 6.5 
Norway...........- _.| 1,669 | 50 3.0} 1,747 | 42 | 2.4 1, 810 91 5.4 
ON oO 1, 781 52 2.9} 1,855} 56 3.0 1, 935 57 2.9 
United Kingdom- - --- | 37,030 | 2,120 5.7 | 39,030 | 2,374 6.1 40,335 | 3,640 9.0 
Tehelka 91,252 | 4,503 | 4.9} 95, 139 45, 209 5.6 | 98,717 | § 7,919 8.0 
Ont as. | 16,025 349 | 2.2] 17,500 493 28} 19.000) 1.520 8.0 
United States_..___- 6 260,000 | 13, 132 5.0 - 275,000 | 15,124 5.5 6 308,000 | 48, 473 15.7 

| 





1 In general terms, the total amount that is spent by a country for all things put together. 

3 Generally include defense expenditures not found in Defense Department budgets. 

3 Programs in various stages of formation. Generally, Government plans not yet voted on. In some 
cases based upon press and other nonofficial reports. 

4 Military production estimated as $1,250,000,000, 

§ Military production estimated as $2,500,000,000. 

§ Unofficial estimates, 


In using these figures it must be remembered that they give only 
a rough approximation of the efforts of each country. Thus, the 
several countries lump different types of expenditures under the 
heading of military expenditures. Furthermore, ERP funds whose 
source is in the United States, may be used in some industries that 
would be involved indirectly in increased military production. 


9. WHY SEND UNITED STATES TROOPS TO EUROPE 


It is proposed to send additional American ground troops to Western 
Europe because the security of the United States will best be assured 
by keeping the threat of Communist aggression as far away from our 
shores as possible and because, in the w fords of General Marshall— 


the United States will be safer * * * if governments friendly to the United 
States are in power throughout the North Atlantic Community, 


At this moment in history the interests of our Atlantic Treaty allies 
in maintaining their independence and our interest in maintaining our 
independence, coincide. That means that what is good for their 
defense, is good for our defense. 

We do not propose to help in the defense of Western Europe merely 
because they want our help. We plan to help them because that is 
the best way we can help ourselves. 

We are not sending additional troops to Europe because we expect 
war. Rather it is our hope that by assisting Europe in building up 
its defensive strength we will deter aggression. That is our primary 
aim. If the strengthening of Europe’s defenses should not deter ag- 
gression and, in spite of all our efforts, another war should be precipi- 
tated, then our contributions now should help defeat aggression. 

The committee received information indicating that if Western 
Europe should fall under Communist control the ability of the United 








14 ASSIGNMENT OF GROUND FORCES IN EUROPEAN AREA 


States to defend itself would be seriously impaired, not only because 
some 200,000,000 additional people would be drawn behind the iron 
curtain, but because the tremendous productive power and skills that 
have been pooled in Western Europe would be lost. 

General Bradley listed his reasons for sending additional American 
ground troops to Europe as these: (1) If war should come, the ability 
of our present two divisions in Germany to defend themselves would 
be “‘immeasurably”’ increased; (2) the will of the free nations to fight, 
their morale, will be given reassurance by our sending of additional 
troops; (3) we need strength in Europe to deter the Soviet from 
attack as ‘“‘weakness can only invite attack’’; (4) ‘this is not the time 
for suspicious scrutiny’’—it is the time “for generous leadership’’; 
and (5) if war comes, we should choose to fight in other parts of the 
world than the United States. 


10. NUMBER OF UNITED STATES TROOPS INVOLVED 


Because of the uncertainty throughout the country as to the number 
of United States troops which were to be sent to Europe to implement 
article 3 of the North Atlantic Treaty, the administration reluctantly 
decided to make known the exact number. General Marshall’s 


testimony before the committee states the considerations clearly: 


* * * T have obtained the express permission of the President to discuss 


with you the specific strength of the ground forces which the United States has 
planned to maintain in Europe in the present emergency. 

I take this step reluctantly because of the security considerations involved, 
but I have reached the conclusion that there is a greater peril to our security 
through weakening the morale of our allies by a debate based upon uncertainties 


than there can possibly be through the public disclosure of our planned strength 
figures. 
~*~ 


* * QOur plans, based on the recommendation of the Joint Chiefs of 
Staff, * * * contemplate sending four additional divisions to Europe. 

There are at present in Europe on occupation duty approximately 
the equivalent of two United States Army combat divisions located in 
Germany, Austria, and Trieste. There are in addition ground troops 
stationed in neighboring areas and other establishments to garrison 
airfields in the Mediterranean, Africa, and the Near East. The 
figures here given do not include the United States naval and air forces 
in Europe. The two divisions on occupation are ground troops only, 
as are the four divisions referred to by General Marshall. 

General Eisenhower pointed out in his testimony before the joint 
committee that the United States forces will constitute only a minor 
portion of Western Europe’s land army and that the Western Euro- 
pean nations will furnish the major portion of the integrated forces 
to be under his command. The Joint Chiefs of Staff, after a careful 
review of the program, have recommended and the President has ap- 
proved the sending of the four additional divisions to Europe to be- 
come part of the integrated forces. It is estimated tuat these four 
additional divisions, plus the required additional supporting troops, 
will increase the number of United States troops in Europe by about 
100,000. 
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There will thus be stationed in Europe, in all, six United States 
divisions of ground troops. While no one can predict what the 
future will bring, General Marshall assured the committee that unless 
the world situation grows worse it is not anticipated that any more 
ground troops for Europe will be required from the United States. 


11. FEASIBJLITY OF RATIO OR NUMERICAL LIMITATION ON UNITED 
STATES TROOP CONTRIBUTION 


The committee considered the feasibility of establishing a mathe- 
matical formula or numerical ratio as the basis on which the United 
States might supply ground troops for European defense to be matched 
by contributions of the other North Atlantic Treaty countries. It 
was not considered advisable to incorporate any such formula or ratio 
in the resolution reported. 

General Eisenhower, General Marshall, Secretary Acheson, and the 
Joint Chiefs of Staff were unanimous in their testimony that any 
hard-and-fast ratio for the supplying of troops by the 12 member 
nations would greatly complicate the many problems involved in the 
joint defense of the North Atlantic Community and would not in the 
end contribute to the successful defense of the free world. Further- 
more, there are some distinct disadvantages to any formula or numeri- 
cal ratio. Changing circumstances may make any ratio once adopted 
unrealistic in the future. <A formula or ratio adopted now might not 
reflect the real capacity of a member state to contribute troops to the 
integrated force, and it would be difficult to alter ratios once estab- 
lished. Moreover, any change in the ratio might lead not only to 
serious disputes among the treaty partners but might also give rise 
to misleading prop: aganda. 

Clearly, any effort to reduce the United States contribution in terms 
of the growing capabilities of the European partners would be difficult 
if this country had agreed to a specific quota or ratio. 


12. COST TO THE UNITED STATES 


The creation of the new Western European Army will not increase 
the size of the United States Military Establishment even though we 
contribute four divisions of ground troops. ‘Thus, even if we did not 
send a single additional soldier to Europe, the proposed increase of 
our military forces to 3,462,000 by July 1951 would be necessary in 
the opinion of our military leaders. 

The additional costs involved in sending the four divisions plus 
supporting troops to Western Europe will be the difference between 
maintaining these troops in this country and the cost of transporting 
and maintaining them in Europe. The Department of the Army has 
furnished the committee with the following table, indicating the 
additional cost of maintaining the troops in Europe to be approxi- 
mately $258 million for the first year and thereafter $111 mullion, 
annually, on a recurring basis. 
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Estimate of additional costs of maintaining additional 4 divisions and supporting 
troops in Europe over costs of maintaining them in the United States 


1. Additional annual recurring costs: Millions 
eo EE ee ae ne $47. 8 
Includes overseas pay differential and travel costs of 
individuals due to permanent change of station (assumed 
as 18 months). No costs are included for moving depend- 
ents. 
(6) Maintenance and operation costs__-_.............__.------ 63. 5 
Increased costs of transportation of dry cargo and 
petroleum products; additional packing and crating costs; 
increased communication costs; decreased cost of repairs 
and utilities costs in Europe. 
Total, annual recurring costs.-.....................- 111.3 


2. Nonrecurring costs (additional): 
ee ee eS a Pen 18. 1 
Permanent change of station travel costs for deployment 
of 4 divisions and supporting troops to Europe. 
(b) Maintenance and operation costs_.....................-.-- 128. 4 
Transportation of individual and organizational supplies 
and equipment, including port costs, packing and crating, 
etc. 


oth nowreounrintt meals. os ee Se 146. 5 


Note.—The above approximations are based on full “pay as you go” in United States dollars in all 
countries of Europe, since it is assumed that this is a long-term projection. To the extent that England, 
France, Germany, Italy, or other countries contribute to, or furnish, the services and facilities required in 
accordance with agreements which might exist under the mutual defense assistance concept of the North 
Atlantic Pact, the estimates of additional costs may be reduced. 


13. WHY AIR AND NAVAL FORCES ARE NOT ENOUGH 


The argument has been advanced that the United States should 
concentrate on its sea and air forces because with a strong strategic 
air force an aggressor could be effectively stopped; and with a strong 
navy the sea lanes could be kept open to supply our allies and our 
bases abroad. 

The experience of the United States in World War II proved con- 
clusively that even on the small Pacific islands, where we had over- 
whelming superiority and were able to saturate the defenders with 
bombardment from air and sea, this was not enough to conquer the 
islands. In spite of the heaviest of bombardments, assault troops had 
desperate fighting to do before the enemy could be overcome. Some 
advocates of air power, who appeared before the committee, asserted 
that a strong air force could meet and effectively smash any ground 
attack. But leading officers of the Air Force, such as General Van- 
denberg and General LeMay, approved the administration’s plan to 
send four additional divisions of ground forces to Europe. 

Testimony showed that even if the strategic Air Force of the United 
States were able to smash the production centers, the oil wells and 
refineries, the tiinsportation system, and the whole economic struc- 
ture of a potential aggressor, nevertheless such bombardment would 
take time. Before the bombardment had been completed the aggressor 
could roll to the coastal areas of Europe and be in complete possession 
of the continent. Today, Soviet Russia, it w as asserted, has enough 
equipment and matériel in dumps scattered close to W estern Europe 
to enable her to carry out a conquest of the continent without the 
necessity of resorting to her production resources behind the lines. 
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Ground troops are essential to stopping aggression. If there is any 
question on the subject, our experience in Korea should demonstrate 
conclusively that air superiority is not enough. There we have had 
complete mastery of the air, yet in spite of that the enemy has been 
able at times to press his advance to a perilous point. 

It is thus clear that, if Western Europe is to be strong enough to 
preserve peace or stop aggression, if it should occur, Europe must 
have an effective ground force in being. The United States concen- 
tration on air and seapower alone at this stage is not enough to assure 
the North Atlantic Treaty Community against aggression nor to 
achieve the security of this country. 


14. THE TIME ELEMENT 


The question has frequently been asked, Why, if Western Europe 
is now so weak defensively, the Soviet Union does not now overrun 
Western Europe? A number of the witnesses before the committee 
indicated their belief that a Soviet attack on Western Europe has 
been deterred by two main considerations: first, the threat of retalia- 
tion against the Soviet by the possible use of the A-bomb; and, second, 
the productive capacity of the United States. 

Now that the Soviet Union has the bomb it will presumably be 
only a matter of time until her supply will be great enough to deliver 
a surprise, knock-out punch to the West—including the United 
States as a possible high priority target—thereby seriously threaten- 
ing the present productive superiority of the West. If by that time 
the free forces of Western Europe are not strong enough to defend 
against a land invasion, Soviet domination of Western Europe would 
easily be possible. 

By commencing the defensive rearmament of Western Europe now 
it is hoped that sufficient strength will have been built by the time 
the Soviet has a substantial stock of A-bombs so that, if the deterrent 
of American superiority in atomic bombs is endangered, forces in 
being will be great enough to make a Soviet attack on the west 
unlikely. 

General Bradley testified on this matter, in answer to a question 
from Senator Wiley, as follows: 

* * * 





At the present time our greatest deterrent is the possession of the 
A-bomb and the capability of delivering it. As time goes on, if we can build up 
the complete defense of Europe to a point where it would not be easy to overrun 
it there would be very grave doubt as to whether or not they [the Soviet Union] 
could [overrun Europe]; in my opinion, when you reach that stage the chance of 
war is reduced very, very materially, 


15. THE MORALE ELEMENT 


General Eisenhower in his report to the informal joint session of 
the Congress pointed out that— 
military strength is made up of various things, of which the fighting forces are 
merely the cutting edge. One of the greatest factors of this whole thing is morale 
* * * because morale involves understanding, it involves heart, it involves 
courage, fortitude, basic purpose. 

Western Europe has been twice invaded and occupied in our time. 
Unless free Europeans see some chance of avoiding a third occupa- 
tion should war come again, it will be hard for them to do their full 
share in developing an adequate defense. And there is also the pos- 
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sibility that once occupied by Communist forces, the Western Euro- 
pean people would lose their free way of life in spite of subsequent 
liberation. The mere promise to be liberated is not enough to give 
a people morale. 

The ERP restored European confidence in matters economic. Now 
Europe is living under the threat of actual invasion and needs another 
kind of hope and confidence in order to defend itself. Once these 
countries have built up their strength, recovered the morale they 
once possessed, and captured the confidence they require, their fears 
will be largely dissipated. Communist propaganda has said that w e 
are weak and that our support is uncertain. General Eisenhower’s 
trip was a restorative for Western Europe and gave the lie to Soviet 
propaganda. But more is needed. 

General Bradley testified as to the opinion of the Joint Chiefs of 
Staff as follows: 


It is our opinion that additional United States forces should be committed to 
the defense of Europe at the earliest practicable date so that there will be no 
chance for doubt of American interest in the defense rather than the liberation 
of Europe. This should increase the will of our allies to resist. United States 
forces in Europe should include sufficient tactical air groups and appropriate 
naval forces, and the forces should be in place and ready for combat as expedi- 
tiously as possible. We are in favor of increasing our ground strength to approxi- 
mately six divisions, and our tactical Air Force accordingly. 


16. CONSTITUTIONAL POWERS OF THE PRESIDENT AND CONGRESS 


One of the most perplexing problems that the joint committee faced 
related to the constitutional authority of the President to send Ameri- 
can ground forces abroad in time of peace to serve as part of an inte- 
erated defense force. While the Constitution states that the Presi- 
dent “shall be Commander i in Chief of the Army and Navy of the 
United States” (art. II, sec. 2, clause 1), this broad grant of power is 
not defined. On the other hand, the Constitution gives Congress 
authority which, in a number of respects, bears upon the President’s 
power. Thus, Congress has power to make rules “for the govern- 
ment and regulation of land and naval forces’”’ (Constitution, art. I, 
sec. 8, clause 14); to declare war (ibid., clause 11); to provide and 
maintain a Navy (ibid., clause 13); to raise and support armies (ibid., 
clause 12); and last, but not least, ‘‘to lay and collect taxes” to ‘‘pro- 
vide for the common defense”’ (ibid., clause 1). 

Some witnesses before the committee took the position that the 
President would be usurping a congressional function in sending 
American troops abroad in time of peace to serve as part of what was 
described as an “international army.’’ Others maintained that if the 
President has authority to send American troops abroad in time of 
war or for the protection of American lives and property, he also has 
the duty in time of peace to organize our defenses in the most effective 
way to assure victory if the security of the United States should be 
endangered by an attack anywhere; this includes authority for the 
President to put American troops into an integrated defense force if 
advisable. 

No question was raised as to the authority of the President to send 
American troops to enemy territory to serve as part of an occupation 
army, which of course is the situation with respect to Germany, Aus- 
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tria, and Japan, with whom formal peace treaties have not yet been 
concluded. 

With the exact line of authority between the President and the Con- 
gress in doubt for the past 160 years, the committee did not endeavor 
to resolve this issue definitively at this time. Attention is invited, 
however, to two documents which may be of help in analyzing the 
matter: one, prepared by the executive departments, sets forth the 
position of the Executive (Powers of the President to Send the Armed 
Forces Outside the United States, prepared for the use of the joint 
committee made up of the Committee on Foreign Relations and the 
Committee on Armed Services of the Senate, February 28, 1951), and 
the other, a collection of opinions on the subject prepared by the 
House Committee on Foreign Affairs (Background Information on the 
Use of United States Armed Forces in Foreign Countries, February 15, 
1951). 

It should be noted in this connection that paragraph 1 of the oper- 

ative parts of the pending resolution does approve the— 
action of the President * * * in cooperating in the common defense effort 
of the North Atlantic Treaty nations by designating * * * General * * * 
Hisenhower as supreme allied commander, and in placing the armed forces of the 
United States, Europe, under his command. 
Thus, by approving the placing of United States armed forces in 
Europe under the command of General Eisenhower the Senate is 
endorsing their service in the international integrated defense force of 
which General Eisenhower is supreme commander. 

Paragraph 2 expresses the belief it is— 

necessary for the United States to station abroad such units of our armed forces 
as may be necessary and appropriate to contribute our fair share of the forces 
needed for the joint defense of the North Atlantic areas. 
By this paragraph the belief is expressed that our fair share of the 
troops necessary should be contributed for joint defense—the joint 
defense being that which General Eisenhower will organize as Supreme 
Commander. 

In considering the power of the President to send American armed 
forces abroad, the committee was aware that his constitutional 
authority to use our armed forces abroad would be the same whether 
applied to ground, air, or naval forces. It also understood that 
General Eisenhower will command all units—land, air, or sea—within 
his jurisdiction. The committee was primarily concerned, however, 
with the policy with respect to the assignment of American ground 
forces to Europe because of: the numbers of men involved and the 
concern on the part of some individuals that sending additional ground 
troops now might be but a first step in sending larger contingents to 
Europe. 


17. THE PLACE OF GREECE, TURKEY, SPAIN, YUGOSLAVIA 


In developing the capabilities of Western Europe to resist Commu- 
nist aggression, the committee believes that, insofar as possible, full 
use of all available assistance to the North Atlantic Treaty Organiza- 
tion should be sought. To this end Spain, Yugoslavia, Greece, and 
Turkey are important. Turkey has a national will to resist aggression 
and a very effective ground army. The Turkish contingent in Korea 
has distinguished itself for its fighting ability. The Greek Army has 
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been engaged in war and has demonstrated its combat worthiness. 
The Y ugoslav Army, while lacking modern equipment, is substantial 
and would add considerable stret wth to the vallitar’ forces of Western 
Europe. While the present fighting qualities of the Spanish Army are 
not known, it would constitute a potential resource and the geographic 
location of Spain would be most helpful. Spain has 350,000 men 
under arms; Yugoslavia, 330,000; and Greece, 150,000. Reliable esti- 
mates are not available as to the present size of the Turkish Army. 

It is, however, fair to say that the addition of over a million armed 
men, who would fight for their freedom, would contribute immeasur- 
ably to the security of Western Europe and be an additional deterrent 
to Soviet aggression. Yugoslavia, Greece, and Turkey would lie on 
the flanks of any Soviet attack to the west. Almost without exception 
the witnesses agreed that it would be desirable to include the forces of 
the four states in the forces available to oppose Communist aggression. 


18. THE PLACE OF WESTERN GERMANY IN EUROPEAN DEFENSE 


The committee examined the part Germany should play in the 
collective defense of Western Europe, in view of the wartime agree- 
ments and the surrender act requiring that Germany be disarmed and 
demilitarized. But security conditions in the world, and especially 
in Western Europe, have changed drastically since 1945. The Allied 
control machinery has broken down because of Soviet obstructionism ; 
Germany has been divided inte two parts for the same reason and the 
eastern half possesses a large, heavily armed police force capable of 
military action. As a result grave doubts have arisen lest an attack 
from East Germany be engineered against West Germany on the same 
order as that which occurred in Korea in June 1950. 

In the face of these developments sentiment toward German 
rearming has changed in many quarters. At their New York meeting 
on September 19, 1950, the Foreign Ministers of the United States, 
France, and the ‘United Kingdom agreed to consider an attack on 
Western Germany as an attack against their countries, and shortly 
thereafter the United States proposed that Germany be permitted 
to participate in the defense plans of Western Europe by contribut- 
ing military forces. At its meeting on September 26, 1950, the 
Council of the North Atlantic Treaty Organization announced that 
“Germany should be enabled to contribute to the build- -up of the 
defense of Western Europe.’ At its Brussels meeting in December 
the NATO Council reached unanimous agreement on Germany’s part 
in the defense plans; and, on January 9, 1951, negotiations with the 
new Federal Republic of ‘Germany were initiated in order to imple- 
ment the Brussels decision. As was to be expected, the Soviet 
Union objected and has carried on vicious propaganda against 
German participation. 

It is clear that the German people are not unanimous in the desire 
to rearm their country. Opposition has been voiced, especially by 
the Socialist Party. Nevertheless, German public opinion seems to 
favor (1) German contribution to the European defense, (2) partici- 
pation in European defense only if there is a reasonable chance existing 
that it can stop aggression; and (3) ) participation in European defense 
on the basis of equality. The joint committee, fully cognizant of the 
importance of German participation in the defense of Western Europe, 
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urges the executive branch to press forward with negotiations leading 
to such participation. 


19. THE NORTH ATLANTIC TREATY ORGANIZATION 


The primary body of the NATO is the Council provided for in 
article 9 of the treaty. This body is composed of representatives of 
governments, and usually the foreign minister of each nation repre- 
sents his country in the Council. The Council meets whenever 
special problems require its attention. It has established on a perma- 
nent basis a Council of Deputies, which acts for it and which is located 
in London. The United States representative and Chairman is 
Ambassador Charles M. Spofford. 

Also, in accordance with the terms of the treaty, there is a Defense 
Committee, composed of Defense Ministers. General Marshall is the 
United States representative. Like the Council, the Defense Com- 
mittee meets irregularly. It has a subordinate Military Committee, 
which is composed of Chiefs of Staff of the various nations. This 
body likewise does not meet regularly. Its executive agent is the 
Standing Group, which is composed of the Chiefs of Staff, or their 
representatives, of the United States, United Kingdom, and France. 
This group is permanently located in Washington. 

General Eisenhower as Supreme Commander of the NATO forces 
in Europe is subordinate to the Standing Group. He is also com- 
mander in chief of the United States forces in Europe, subject to the 
limitations noted in the analysis of paragraph 1 of the resolution. In 
the latter capacity he, of course, receives his instructions through the 
Joint Chiefs of Staff. The international instructions which he re- 
ceives from the Standing Group are based upon the combined views 
of the members of the Standing Group. The United States member 
of the Standing Group receives his guidance from the Joint Chiefs of 
Staff, 

On the civilian side of the NATO there are two additional committees, 
the first of which is the Defense Production Board. The United States 
member is Mr. William Batt. This Board has appointed, as Coordi- 
nator of North Atlantic Production, Mr. William R. Herod, who will 
have about him an integrated international staff. The primary job 
of this group is to obtain a balanced and coordinated and sufficient 
program of production for defense in Europe. 

The second committee of the civilian organization is the Defense 
Finance and Economic Committee, which is composed in most in- 
stances of finance ministers. The United States representative is 
Ambassador Milton Katz. This body does not meet regularly but 
has a permanent working staff situated in London. It is anticipated 
that in the near future this Committee will be reorganized along the 
lines of the Defense Production Board so that an integrated interna- 
tional staff can tackle the problems of adequate financial and economic 
arrangements to permit the attainment of the required military 
strength in Europe. 

The De ‘partment of State has primary responsibility for originating 
instructions to the United States member of the Defense Finance and 
Economic Committee. 

In order to be sure that the instructions going to United States 
representatives in the NATO ‘and each of its components represent 
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coordinated United States Government positions, there has been 
created a Committee on International Security Affairs, chaired by 
Mr. Thomas D. Cabot, Director of International Security Affairs in 
the Department of State. Its members include representatives of the 
Secretary of Defense, the Secretary of the Treasury, the Adminis- 
trator of the Economic Cooperation Administration, and the Special 
Assistant to the President, Mr. Harriman. This Committee is designed 
to coordinate and guide the various United States Government agen- 
cies in order that a consistent application of the United States policy 
both in the NATO and through the various United States diplomatic, 
economic, and military missions in Europe may be achieved. 

The organization of the Mutual Defense Assistance Program 
(MDAP) is related to the North Atlantic Treaty Organization. 
MDAP makes provision for the supplying of arms and equipment 
to those states with which our security is bound. It is broader 
than aid for the North Atlantic Treaty countries; but the major part 
of its funds are distributed to NATO partners. It takes the form of 
reimbursable aid and of grants-in-aid. The Organization of MDAP 
is centered in the State Department under the Director of Inter- 
national Security Affairs mentioned above. A regional office in 
London, under the direction of Mr. Spofford, coordinates the field 
activities and also the work of United States military representatives 
in each embassy located in a country where mutual defense assistance 
is being given. 

The North Atlantic Treaty Organization may be seen at a glance 
by consulting the chart on the opposite page. 


Part IV. Conc.Lusions 
20. THE COMMITTEE CONCLUSIONS 


The joint committee believes that the national security of the 
United States requires the sending of four additional divisions of 
United States ground troops to Western Europe to serve as part of the 
integrated defensive force in the North Atlantic community. In 
thus developing the collective strength of the North Atlantic area, the 
aim of the treaty partners is threefold: (1) to prevent the outbreak of 
war by building deterrent power in Western Europe; (2) to make sure 
that the Soviet Union will not accomplish its purposes by means of 
indirect aggression; and (3) to make certain that the free nations are 
strong enough to defend themselves if war is thrust upon them. 

The committee desires to emphasize again that the primary pur- 
pose in approving the transfer of additional American forces to 
Western Europe is to seek to maintain peace by building up defensive 
strength, rather than by inviting attack because of existing weakness. 
The committee reiterates the fact that the American people want 
peace, but they will not permit their freedom to be destroyed by over- 
whelming military force controlled by the Kremlin. 
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L ior. Flor Y, from the Committee on Agriculture and Forestry, 
a2aZe submitted the following 

ee 

ee, te REPORT 

5 <i = [To accompany H. R. 2615] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 2615) to amend the Agricultural Adjustment Act of 
1938, as amended, having considered the same, report thereon with 
a recommendation that it do pass with an amendment. 

The amendment to the bill strikes out all after the enacting clause 
and inserts in lieu thereof the language of S. 742. 


STATEMENT 


The proposed legislation is designed primarily to correct a situation 
in peanut production whereby certain types of peanuts are now in 
short supply. During World War II peanut producers were urged 
to increase their production for strategic purposes and, following 
cessation of hostilities, they were faced with the problem of reducing 
their acreage drastically in order to maintain a more normal rela- 
tionship between demand and supply. This reduction is being ac- 
complished through the system of marketing quotas 
allotments authorized by the Agricultural 
‘as amended. 

However, in the attempt to achieve as equitable and 
reduction as possible, the law now would require 
acreage devoted to the production of Virginia 
of peanuts, along with reductions in acreage 


and acreage 
Adjustment Act of 1938, 


I'¢ asonable a 
» a reduction in the 
and Valencia types 
of other tvpes. The 


supply of Virginia and Valencia types did not equal the demand in 
1950 and a further reduction would be unnecessarily detrimental 


the industry. The shortage of these types of peanuts 
alleviated to some extent by Public 
which authorized the Secretary of 


in 1950 was 
Law 471, Kighty-first Com: OTeSS, 
Agriculture to permit the sale of 
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excess peanuts of such types as were found to be in short supply 
without payment of the marketing penalty. That authorization is 
applicable, however, only to the 1950 crop of peanuts. 

As stated above, the peanut industry we been confronted with a 
major problem of adjusting the production of peanuts from a greatly 
increased demand for total war needs to relatively small, normal 
demands of peacetime. Peanut acreage was increased almost 100 
percent from 1941 to 1947 when the total acreage was 3,389,000 
acres. A slight reduction was made in 1948 when 3,310,000 acres were 
harvested, but under the marketing quota and acreage allotment 
system, a total reduction of 46.5 percent has been made in 3 years. 
The 3-year period includes the proposed acreage to be harvested in 
1951 under a national acreage allotment of 1,771,117 acres, announced 
October 26, 1950, by the Department of Agriculture. 

This reduction under Federal regulation has not been without cost 
to the Government. Losses in the price-support program for peanuts 
in 1949 totaled approximately $40,000,000 and the loss on the 1950 
crop is expected to be about $20,000,000. Your committee is con- 
cerned about these losses, but it does recognize that the adjustment 
in peanut acreage has been a tremendous economic problem to growers 
of peanuts, and the help given by the Federal Government through 
price supports and the marketing quota and acreage allotment system 
has undoubtedly been highly instrumental in preventing disastrous 
financial conditions within the industry. 

The outlook for the 1951 program is more favorable. The market 
is expected to reflect a stronger demand for peanuts this year for both 
edible and oil purposes. In addition, the national acreage allotment 
for 1951, including the increases proposed by this bill, would be 
331,334 acres less than the final 1950 allotment. These two factors 
will undoubtedly result in less cost to the Government in administering 
the peanut price-support program in 1951 than in the previous 2 years. 

Along with providing permanent authority to the Secretary to grant 
increased allotments for the production of peanuts in short supply, 
the legislation does increase acreage for other types of peanuts in 1951. 
The national acreage allotment for 1951, as announced by the Depart- 
ment of Agriculture, is 1,771,117 acres. H. R. 2615, as amended by 
vour committee, would increase the 1951 allotment by 34,900 acres, 
excluding the acreage added for types of peanuts in short supply. 
In a report on 8S. 742, the Department of Agriculture estimated that 
approximately 62,843 acres would be needed for production of peanuts 
in short supply. These increases of 34,900 acres and 62,843 acres, 
added to the previously announced national acreage allotment of 
1,771,117 acres, would make a final 1951 acreage allotment of 1,868,860 
acres. Thus the 1951 allotment, as amended by the bill, would 
actually be a reduction of 331,334 acres from the final 1950 allotment 
of 2,200,194 acres. 

The report of the Department of Agriculture, dated February 17, 
1951, and recommending the enactment of S. 742, is attached as 
appendix A. 

In addition to treating the problem of peanuts in short supply, 
Public Law 471 also authorized emergency allotments in 1950 to allow 
for a more equitable allocation of State acreage allotments. The 
increases made in 1950 are not taken into consideration in computing 
the 1951 allotment in accordance with the provisions of Public Law 
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471. Therefore, the same discrepancies exist to some extent in the 
1951 allocation, and the proposed increase in acreage. other than for 
the production of peanuts in short supply, is to provide a more equit- 
able distribution of the national acreage allotment among the various 
States on a permanent basis. 

The need is apparent for adjustment of the peanut acreage allot- 
ment system to provide for the production of any type of peanuts 
equal to the demand for such type. The committee also believes the 
changes proposed in the basic State acreage allotments for 1951 will 
provide a more equitable basis for future allocation of the national 
allotment. Therefore, your committee recommends enactment of 
H. R. 2615, as amended, and in view of the changes proposed for the 
1951 crop of peanuts which will soon be planted, immediate considera- 
tion by the Senate is urged. 


ANALYSIS OF H. R. 2615 


The bill as passed by the House provided for the allocation of the 
national acreage allotment for 1951, 1952, 1953. and 1954, less the 
national reserve for new farms, among the States on the basis of the 
average acreage of peanuts harvested for nuts in each State during 
the 5-year period 1945-49, but no State acreage allotment could be 
less than the acreage allotment which would have been established 
for such State on the basis of the acreage allotted to each State as its 
share of the final 1950 national acre; ge allotment of 2,200,194 acres. 
However, no State acreage allotment for 1951 could be reduced below 
that which has already been announced for such State. The bill as 
passed by the House further provided that the national acreage allot- 
ment for 1955 and any subsequent year, less the national reserve for 
new farms, would be allocated among the States on the basis of the 
average acreage harvested for nuts in the State in the 5 vears preceding 
the year in which the national acreage allotment is determined and 
such harvested acreage for any year of the o-vear period cannot exceed 
the State acreage allotment for such vear. 

The committee amendment to H. R. 2615 provides that the 1951 
national acreage allotment, less the national reserve for new farms, 
shall be apportioned among the States on the basis of the larger of the 
following for each State: (a) The acreage allotted to the State as its 
share of the 1950 national acreage allotment of 2.100.000 acres, or (6) 
the State’s share of 2,100,000 acres apportioned to States on the basis 
of the average acreage harvested for nuts in each State in the 5 vears 
1945-49. Like the bill as passed by the House, the committee amend- 
ment provides that no State allotment can be reduced below the allot- 
ment already announced for such State for 1951. The amendment 
also provides that for any year subsequent to 1951, the national acre- 
age allotment, less the national reserve for new farms. shall be ap- 
portioned among the States on the basis of their share of the national 
acreage allotment for the most recent year in which such apportion- 
ment was made. 

The bill as passed by the House and as amended by your committee 
provides that any increases granted by the above provisions shall be 
in addition to the national acreage allotment for 1951 and shall be 
considered in computing future State acreage allotments. 
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In authorizing acreage increases for production of types of peanuts 
in short supply, H. R. 2615, as passed by the House, provided that 
the Secretary of Agriculture shall determine the extent to which the 
State allotments for those States producing such type or types of pea- 
nuts shall be increased to meet the demand. The committee amend- 
ment provides that the State allotment cannot be increased for such 
purpose above the 1947 harvested acreage of peanuts for such State. 
Both the committee amendment and the bill as passed by the House 
provide that acreage increases for the production of peanuts in short 
supply cannot be taken into consideration in computing future State, 
county, and farm acreage allotments. 

The committee amendment makes no change in certain sections of 
the bill as passed by the House and an analysis of these sections as 
contained in the report of the House Agriculture Committee on H. R. 
2615 is as follows: 


SECTION 358 (D)-——-FARM ACREAGE ALLOTMENTS 


The bill provides that the State acreage allotment for 1952 and any subsequent 
year shall be apportioned among ‘‘old’’ peanut farms (farms on which peanuts 
have been harvested in any 1 of the 3 years preceding the vear for which allotments 
are being established) on the basis of the past acreage of peanuts (excluding any 
acreage harvested in excess of the farm acreage allotment), taking into considera- 
tion the acreage allotments previously established for the farm; abnormal con- 
ditions affecting acreage; land, labor, and equipment available for the production 
of peanuts; crop rotation practices; and soil and other physical factors affecting 
the production of peanuts. 

Under existing law, allotments for ‘‘old’’ farms are established on the basis of 
the tillable acreage available for the production of peanuts and the past acreage 
of peanuts on the farm, taking into consideration the peanut-acreage allotments 
established for the farm under previous programs. The present factors do not 
permit the local committees to take into account certain facts and elements 
relating to peanut production which must be considered if fair and equitable 
allotments as between farms in a community or county are to be established. 
The factors included in the bill will permit the Secretary to lay down certain 
guides and standards which, when applied by the local committees, should result 
in proper distribution of the allotment available to the committees. 


SECTION 358 (E)-—-COUNTY ACREAGE ALLOTMENTS 


The bill provides that the Secretary may, if the State committee recommends 
such action and the Secretary determines that such action will facilitate the 
effective administration of the act, provide for the apportionment of the State 
allotment among the counties on the basis of the past acreage of peanuts harvested 
for nuts (excluding excess acreage) in the county during the five preceding years, 
with adjustments for abnormal conditions affecting acreage, for trends in acreage, 
and for additional allotments for types of peanuts in short supply under the 
provisions of section 358 (c). Existing law provides for apportionment of the 
State acreage allotment direct tofarms. It has been the experience of the Depart- 
ment of Agriculture that apportionment of allotment to farms is more effective 
where county acreage allotments are established and the county and community 
committees are given the responsibility for apportioning such allotment among 
the eligible farms. 

SECTION 358 (F)—NEW FARMS 


The bill provides that the Secretary may reserve not more than 1 percent of 
the national acreage allotment for establishing allotments for new farms; that is, 
farms on which peanuts will be produced in the current year but on which no 
peanuts were harvested during any 1 of the preceding 3 years. The factors upon 
which such apportionments would be made are past peanut-producing experi- 
ence by the producers on the farm; land, labor, and equipment available for the 
production of peanuts; crop-rotation practices; and soil and other physical factors 
affecting the production of peanuts. Existing law does not specifically provide 
for the establishment of allotments for ‘“‘new”’ peanut farms. 
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SECTION 358 (G)+—-RELEASE AND REAPPORTIONMENT OF FARM-ACREAGE ALLOTMENTS 


The bill provides that any part of the acreage allotted to a farm which will not 
be used, and which is voluntarily surrendered to the county committee by the 
owner or operator of the farm, shall be deducted from the allotment for the farm 
and may be reapportioned by the county committee to other farms in the same 
county receiving peanut-acreage allotments. Any transfer of allotment under 
this provision will not operate to reduce the allotment for any subsequent year 
for the farm from which acreage is transferred, except that such farm will become 
ineligible for an ‘“‘old”’ farm allotment if no peanuts are harvested from it during 
the base 3-year period. The acreage planted on a farm as a result of having 
received additional allotment under this provision of the bill will be considered 
the same as excess acreage in establishing future farm-acreage allotments. The 
bill further provides that any part of a farm-acreage allotment may be perma- 
nently released in writing to the county committee by the owner and operator of 
the farm. 


SECTION 358 (H)——-ALLOTMENTS FOR DISPLACED FARM OWNERS 


The bill provides that the allotment determined or which would have been 
determined for any land which is removed from agricultural production in 1950 
or any subsequent vear for any purpose because of acquisition by any Federal, 
State, or other agency having a right of eminent domain shall be placed in a pool 
and shall be available for use in providing equitable allotments for farms owned or 
acquired by owners displaced because of acquisition of their farms by such agencies. 
Upon application to the county committee made within 5 years from the date of 
such acquisition of the farm, any owner so displaced shall be entitled to have an 
allotment for any other farm owned or acquired by him equal to an allotment 
which would have been determined for such other farm plus the allotment which 
would have been determined for the farm so acquired, but the total allotment 
for the farm may not exceed 50 percent of the acreage of cropland on the farm. 
The bill further provides that an owner shall not be eligible for the benefits of 
this provision if there is any marketing quota penalty due with respect to the 
marketing of peanuts from the farm acquired by the Federal, State, or other agency 
or by the owner of the farm; or if any peanuts produced on such farm have not been 
accounted for as required by the Secretary; or if the allotment next established 
for the farm acquired by the Federal, State. or other agency would have been 
reduced because of false or improper identification of peanuts produced on or 
marketed from such farm. 


SECTION 359 (G)——-MARKETING OF EXCESS PEANUTS 


Under existing law, if the total acreage of peanuts picked or threshed on 
the farm does not exceed the total acreage of peanuts picked or threshed on the 
farm in 1947, payment of the marketing penalty will not be required on any excess 
peanuts which are delivered to or marketed through an agency designated by the 
Secretary. The bill would change this provision so as to éstablish 1948 as the 
year to be referred to in those cases where no peanuts were harvested on the 
farm in 1947, 

Under existing law, if the Secretary determines that the supply of any type of 
peanuts produced in 1950 is insufficient to meet the demand for cleaning and shell- 
ing purposes at specified price levels, the Secretary shall permit the sale for clean- 
ing and shelling of the excess peanuts of such type delivered to designated agencies 
to avoid the marketing penalty. Where such deliveries are made, the producers 
are paid the prevailing market value for such peanuts for crushing for oil and they 
receive a distribution of the net profits from the sales of such peanuts for cleaning 
and shelling purposes. The bill would give the Secretary authority to operate 
such a program in 1951 and any subsequent year. However, in view of the pro- 
visions of the bill authorizing the Secretary to increase the allotments for States 
producing peanuts of a type in short supply, it appears that the authority vested 
in the Secretary by this provision would not be exercised unless a shortage in a 
particular type of peanuts developed because of abnormally low yields or increased 
demand. 

The bill further provides that, as an alternative to designated agencies paying 
producers the prevailing oil value for deliveries of excess peanuts of any type in 
short supply and subsequently distributing the proceeds from sales of such peanuts 
among the producers, the Secretary may authorize peanut buyers to purchase 
such peanuts from producers at specified price levels. If peanut buyers were so 
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authorized, producers would have the option of either delivering such peanuts to 
designated agencies or selling them to approved buyers, and in either case the 
marketing would not be subject to penalty. The committee understands that the 
distribution of net profits among the producers who delivered excess peanuts of a 
type declared to be in short supply requires the keeping of numerous records. 
Moreover, it is usually several months before the producer receives the distribu- 
tion payment. Under the alternative method proposed in the bill, the producer 
would receive full payment from the approved buyer to whom he sold his peanuts. 


SECTION 363-——-REVIEW OF FARM ACREAGE ALLOTMENTS 


The bill amends section 363 of the act to state that the members of a local 
review committee shall be appointed by the Secretary from the same or nearby 
counties. The review committees are local committees composed of three farmers 
appointed by the Secretary to review the farm acreage allotments and marketing 
quotas of dissatisfied farmers in the locality. Since the act was passed in 1938, 
the Secretary has followed the practice of appointing on these review committees 
those farmers who are county or community committeemen in adjacent or nearby 
counties. These farmers were appointed because they were familiar with the 
marketing-quota program and were, therefore, able to deal effectively with the 
complaints of farmers in the area. Although a marketing-quota program has 
been in effect for some commodity for each of the years since the passage of the 
act, some question has arisen regarding the legality of appointing county and 
community committeemen from adjoining counties on these review committees. 
The committee feels that these farmers are best qualified to serve on the review 
committees and that any doubt regarding the legality of their appointment 
should be settled. Therefore, this amendment is merely to clarify a section of 
the present law. 


In addition, the committee amendment provides that no refund of 
any penalty shall be made because of peanuts kept on the farm for 
seed or for home consumption. This provision will clarify the situa- 
tion with respect to withholding from market for such uses a part of 
the total production of peanuts, some of which is subject to penalty. 
The provision will continue the present practice of the Department 
in administering the peanut price-support program. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938, As AMENDED 

pec.3go5. “* * * 

[(c) The national acreage allotment shall be apportioned among the States on 
the basis of the average acreage of peanuts harvested for nuts in the State in the 
five years preceding the vear in which the national allotment is determined, with 
adjustments for trends, abnormal conditions of production, and the State peanut 
acreage allotment for the crop immediately preceding the crop for which the 
allotment hereunder is established: Provided, That the allotment established for 
any State shall be not less than (1) the allotment established for such State for 
the crop produced in the calendar year 1941, or (2) 60 per centum of the acreage 
of peanuts harvested for nuts in the calendar year 1948, whichever is larger: 
Provided further, That if the national acreage allotment in any year is less than 
two million one hundred thousand acres, then the allotment for each State after 
being calculated as hereinabove provided shall be reduced by the same percentage 
as the State allotment (as so calculated) bears to the national allotment: And 
provided further, That the national acreage allotment for the crop year 1950 shall 
be not less than two million one hundred thousand acres.] 

(c) (1) The national acreage allotment for 1951, less the acreage to be allotted to new 
farms under subsection (f) of this section, shall be apportioned among the States 
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on the basis of the larger of the following for each State: (a) The acreage allotted to the 
State as its share of the 1950 national acreage allotment of two million one hundred 
thousand acres, or (b) the State’s share of two million one hundred thousand acres 
apportioned to States on the basis of the average acreage harvested for nuts in each 
State in the five years. 1945-1949: Provided, That any allotment so determined for 
any State which is less than the 1951 State allotment announced by the Secretary prior 
to the enactment of this Act shall be increased to such announced allotment and the 
acreage required for such increases shall be in addition to the 1951 national acreage 
allotment and shall be considered in determining State acreage allotments in future 
years. For any year subsequent to 1951, the national acreage allotment for that 
year, less the acreage to be allotted to new farms under subsection (f) of this section, 
shall be apportioned among the States on the basis of their share of the national acreage 
allotment for the most recent year in which such apportionment was made. 

(2) Notwithstanding any other provision of law, if the Secretary of Agriculture 
determines, on the basis of the average yield per acre of peanuts by types during the 
preceding five years, adjusted for trends in yields and abnormal conditions of produc- 
tion affecting yields in such five year, that the supply of any type or types of peanuts 
for any marketing year, beginning with the 1951-1952 marketing year, will be in- 
sufficient to meet the estimated demand for cleaning and shelling purposes at prices 
at which the Commodity Credit Corporation may sell for such purposes peanuts 
owned or controlled by it, the State allotments for those States producing such type 
or types of peanuts shall be increased to the ertent determined by the Secretary to be 
required to meet such demand but the allotment for any State may not be increased 
under this provision above the 1947 harvested acreage of peanuts for such State. The 
total increase so determined shall be apportioned among such States for distribution 
among farms producing peanuts of such type or types on the basis of the average 
acreage of peanuts of such type or types in the three years immediately preceding 
the year for which the allotments are being determined. The additional acreage so 
required shall be in addition to the national acreage allotment, the production from 
such acreage shall be in addition to the national marketing quota, and the increase 
in acreage allotted under this provision shall not be considered in establishing future 
State, county, or farm acreage allotments. 

(d) The Secretary shall provide for apportionment of the State acreage allot- 
ment for any State through local committees among farms on which peanuts 
were grown in any of the three years immediately preceding the vear for which 
such allotment is determined. [Such apportionment shall be made on the basis 
of the tillable acreage available for the production of peanuts ». d the past acreage 
of peanuts on the farm, taking into consideration the peanut-:.creage allotments 
established for the farm under previous agricultural adjustment and conservation 
programs.] The State acreage allotment fer 1952 and any subsequent year shall be 
apportioned among farms on which peanuts were produced in any one of the three 
calendar years immediately preceding the year for which such apportionment is made, 
on the basis of the following: Past acreage of peanuts, taking into consideration the 
acreage allotments previously established for the farm; abnormal conditions affecting 
acreage; land, labor, and equipment available for the production of peanuts; crep- 
rotation practices; and soil and other physical factors affecting the production of 
peanuts. Any acreage of peanuts harvested in excess of the ellotted acreage for 
any farm for any vear shall not be considered in the establishment of the allot- 
ment for the farm in succeeding years. The amount of the marketing quota for 
each farm shall be the actual production of the farm-acreage allotment, and no 
peanuts shall be marketed under the quota for any farm other than peanuts 
actually produced on the farm. 

(e) Notwithstanding the foregoing provisions of this section, the Secretary may, if 
the State committee recommends such action and the Secretary determines that such 
action will facilitate the effective administration of the provisions of the Act, provide 
for the apportionment of the State ocreage allotment for 1952 and any subsequent 
year among the counties in the Stale on the basis of the past acreage of pe anuts har- 
vested for nuts (excluding acreage in excess of farm allotments) in the county during 
the five years immediately preceding the year in which such apportionment is made, 
with such adjustments as are deemed necessary for abnormal conditions affecting 
acreage, for trends in acreage, and for additional allotments for types of peanuts in 
short supply under the provisions of subsection (c). The county acreage allotment 
shall be apportioned among farms on the basis of the factors set forth in subsection (d 
of this section. 

(f) Not more than one per centum of the national acreage allotment shall be appor- 
tioned among farms on which peanuts ore to be produced during the calendar year 


/ 


for which the allotment 1s made but on which peanuls were not produced during any 








8- PEANUT MARKETING QUOTAS AND ACREAGE ALLOTMENTS 


one of the past three years, on the basis of the following: Past peanut-producing 
experience by the producers; land, labor, and equipment available for the production 
of peanuts; crop-rotation practices; and soil and other physical factors affecting the 
production of peanuts. 

(g) Any part of the acreage allotted to individual farms under the provisions of 
this section on which peanuts will not be produced and which is voluntarily surren- 
dered to the county committee shall be deducted from the allotments to such farms and 
may be reapportioned by the county committee to other farms in the same county 
receiving allotments, in amounts determined by the county committee to be fair and 
reasonable on the basis of land, labor, and equipment available for the production of 
peanuts, crop-rotation practices, and soil and other physical factors affecting the 
production of peanuts. Any transfer of allotments under this provision shall not 
operate to reduce the allotment for any subsequent year for the farm from which acreage 
is transferred, except as the farm becomes ineligible for an allotment by failure to 
produce peanuts during a three-year period, and any such transfer shall not operate 
to increase the allotment for any subsequent year for the farm to which the acreage is 
transferred: Provided, That, notwithstanding any other provisions of this Act, any 
part of any farm-acreage allotment may be permanently released in writing to the 
county committee by the owner and operator of the farm, and reapportioned as pro- 
vided herein. 

(h) Notwithstanding any other provision of this section, the allotment determined 
or which would have been determined for any land which is removed from agricultural 
production in 1950 or any subsequent year for any purpose because of acquisition 
by any Federal, State, or other agency having a right of eminent domain shall be 
placed in a pool and shall be available for use in providing equitable allotments for 
farms owned or acquired by owners displaced because of acquisition of their farms by 
such agencies. Upon application to the county committee, within five years from the 
date of such acquisition of the farm, any owner so displaced shall be entitled to have 
an allotment for any other farm owned or acquired by him equal to an allotment 
which would have been determined for such other farm plus the allotment which 
would have been determined for the farm so acquired: Provided, That such allotment 
shall not exceed 50 percentum of the acreage of cropland on the farm. 

The provisions of this section shall not be applicable if (a) there is any marketing 
quota penalty due with respect to the marketing of peanuts from the farm acquired 
by the Federal, State, or other agency or by the owner of the farm; (b) any peanuts 
produced on such farm have not been accounted for as required by the Secretary; or 
(c) the allotment next established for the farm acquired by the Federal, State, or other 
agency would have been reduced because of false or improper identification of peanuts 
produced on or marketed from such farm. 

* * * * * * * 

Sec. 359. (a) The marketing of any peanuts in excess of the marketing quota 
for the farm on which such peanuts are produced, or the marketing of peanuts from 
any farm for which no acreage allotment was determined, shall be subject to a 
penalty at a rate equal to 50 per centum of the basic rate of the loan (calculated to 
the nearest tenth of a cent) for farm marketing quota peanuts for the marketing 
year August 1—July 31. Such penalty shall be paid by the person who buys or 
otherwise acquires the peanuts from the producer, or, if the peanuts are marketed 
by the producer through an agent, the penalty shall be paid by such agent, and 
such person or agent may deduct an amount equivalent to the penalty from the 
price paid to the producer. The Secretary may require collection of the penalty 
upon a portion of each lot of peanuts marketed from the farm equal to the pro- 
portion which the acreage of peanuts in excess of the farm-acreage allotment is of 
the total acreage of peanuts on the farm. If the person required to collect the 
penalty fails to collect such penalty, such person and all persons entitled to share 
in the peanuts marketed from the farm or the proceeds thereof shall be jointly and 
severally liable for the amount of the penalty. All funds collected pursuant 
to this section shall be deposited in a special deposit account with the Treasurer of 
the United States and such amounts as are determined, in accordance with regula- 
tions prescribed by the Secretary, to be penalties incurred shall be transferred to 
the general fund of the Treasury of the United States. Amounts collected in 
excess of determined penalties shall be paid to such producers as the Secretary 
determines, in accordance with regulations prescribed by him, bore the burden of 
the payment of the amount collected. Such special account shall be administered 
by the Secretary and the basis for, the amount of, and the producer entitled to 
receive a payment from such account, when determined in accordance with regula- 
tions prescribed by the Secretary, shall be final and conclusive. Peanuts produced 
in a calendar year in which marketing quotas are in effect for the marketing year 


a 
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beginning therein shell be subject to such quotas even though the peanuts are 
marketed prior to the dete on which such marketing year begins. If any producer 
felsely identifies or fails to eccount for the disposition of any peanuts, an amount 
of peanuts equal to the normel yield of the number of acres harvested in excess of 
the farm acreage allotment shell be deemed to have been marketed in excess of 
the merketing quota for the farm, and the penalty in respect thereof shall be paid 
and remitted by the producer. If any amount of peanuts produced on one farm 
is falsely identified by a representation that such peanuts were produced on another 
farm, the acreage allotments next established for both such farms shall be re duce d 
by that pereentage which such amount was of the respective — mark apts 
quotas, except that such reduction for any such farm shall not be made if the 
Secretary through the local committees finds that no person connected with ca 
farm caused, aided, or acquiesced in such marketing; and if proof of the disposition 
of any amount of peanuts is not furnished as required by the Secretary, the acreage 
allotment next established for the farm on which such peanuts are produced shell 
be reduced by a percentage similarly computed. Notwithstanding any other pro- 
visions of this title, no refund of any penalty shall be made because of peanuts kept 
on the farm for seed or for home consumption. 
* * * * K * ¥ 

(g) If the total acreage of peanuts picked or threshed on the farm does not 
exceed the total acreage of peanuts picked or threshed on the farm in 1947 or 1948 
if no peanuts were harvested on the farm in 1947, payment of the marketing penalty 
as provided in subsection (a) will not be required on any excess peanuts which 
are delivered to or marketed through an agency or agencies designated each year 
by the Secretary. Any peanuts received under this subsection by such agency 
shall be sold by such agency (i) for crushing for oil under a sales agreement ap- 
proved by the Secretary; (ii) for cleaning and shelling at prices not less than 
those established for quota peanuts under any peanut diversion, peanut loan, or 
peanut purchase program; or (iii) for seed at prices established by the Secretary. 
For all peanuts so delivered to a designated agency under this subsection, pro- 
ducers shall be paid for the portion of the lot constituting excess peanuts, the 
prevailing market value thereof for crushing for oil (but not more than the price 
received by such agency from the sale of such peanuts), less the estimated cost of 
storing, handling, and selling such peanuts: Provided, That [for the 1950 crop] 
if the Secretary determines that the supply of any tvpe of peanuts is insufficient 
to meet the demand for cleaning and shelling purposes at prices at which the 
Commodity Credit Corporation may sell peanuts owned or controlled by it for 
such purposes, the Secretary shall permit the sale, for cleaning and shelling, of 
the excess peanuts of such type so delivered. Such sales shall be in quantities 
necessary to meet such demand and at prices not less than those at which the 
Commodity Credit Corporation may sell peanuts owned or controlled by it for 
cleaning and she ‘ling. The proceeds received from the sale of such peanuts of 
such type for cleaning and shelling shall, after deduction of t he price paid to 
producers and other costs incurred in connection therewith, including estims ited 
cost of proration, be prorated proportionately among all of the ccedien ers delivering 
excess peanuts of such type to designated agencies under this section. As an 
alternative to designated agencies paying the prevailing oil value for such excess pea- 
nuts of any type in insufficient supply and the subsequent distribution of sales 
proceeds therefrom in accordance with the foregoing provisions of this subsection, the 
Secretary may also authorize peanut buyers approved pursuant to regulations of the 
Secretary to purchase such peanuts from producers at prices not less than those at 
which such peanuts may be sold for cleaning and shelling by the Commodity Credit 
Corporation. In the event of such authorization by the Secretary, producers shall 
have the option of either delivering such peanuts to designated agencies or selling such 
peanuts to approved peanut buyers, and such sales to approved buyers shall have 
the same effect, with respect to avoidance of the marketing penalty and classification 
of producers as cooperators, as deliveries to designated agencies. Any person who, 
pursuant to the provisions of this subsection, acquires peanuts for crushing for 
oil and who uses or disposes of such peanuts for any purpose other than that for 
which acquired shall pay a penalty to the United States, at a rate equal to the 
marketing penalty prescribed in subsection (a), upon the peanuts so used or 
disposed of and shall be guilty of a misdemeanor and upon conviction thereof 
shall be fined not more than $1,000 or imprisoned for not more than one year, 
or both, for each and every offense. Operations under this subsection shall be 
carried on under regulations prescribed by the Secretary. 

* * * * * * * 








10 PEANUT MARKETING QUOTAS AND ACREAGE ALLOTMENTS 


Sec. 363. [Any farmer who.is dissatisfied with his farm marketing quota may, 
within fifteen days after mailing to him of notice as provided in section 362, have 
such quota reviewed by a local review committee composed of three farmers 
appointed by the Secretary.) Any farmer who is dissatisfied with his farm mar- 
keting quota may, within fifteen days after mailing to him of notice as provided in 
section 362, have such quota reviewed by a local review committee composed of three 
farmers from the same or nearby counties appointed by the Secretary. Such com- 
mittee shall not include any member of the local committee which determined 
the farm acreage allotment, the normal yield, or the farm marketing quota for 
such farm. Unless application for review is made within such period, the original 
determination of the farm marketing quota shall be final. 


APPENDIX A 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., February 17, 1951 
Hon. ALLEN ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 
Dear Mr. ELLeNpeER: In accordance with your request of February 2, 1951, 


there is submitted a report on a bill, 8. 742, to amend the Agricultural Adjustment 
Act of 1938, as amended, with respect to peanuts. 

This report deals primarily with proposed amendments to section 358 (C 
of the act pertaining to the apportionment of the national peanut acreage allot- 
ments to States and possible “‘type”’ increases. 

S. 742 amends section 358 (C) to apportion the national peanut acreage allot- 
ment for 1951, less the acreage to be allotted to new farms, among the States 
on the basis of the larger of the State’s share of the 1950 national acreage allot- 
ment of 2,100,000 acres or the State’s share of 2,100,000 acres apportioned on 
the basis of the average acreage harvested for nuts in each State in the 5 years 
1945-49. The bill further provides that, for 1951, no State shall receive an allot- 
ment less than the allotment already announced under existing legislation. For 
years subsequent to 1951, S. 742 provides that the national acreage allotment, 
less the acreage to be allotted to new farms, shall be apportioned among the 
States on the basis of their share of the national acreage allotment for the most 
recent year in which an apportionment was made. 

S. 742 also contains a provision which would permit the Secretary of Agriculture 
to increase the State acreage allotments for those States producing types or 
peanuts for which it is determined that the supply will be insufficient to meet the 
estimated deman1 for cleaning and shelling purposes at prices at which the 
Commodity Credit Corporation may sell for such purposes peanuts owned of 
controlled by it. Under this provision, the State acreage allotment for any State 
could not be increased above the 1947 harvested acreage of peanuts in such State. 

In order to indicate the possible effects of S. 742, there is attached a table 
entitled “Peanuts: Indicated 1951 Acreage Allotment Under 8. 742.” This 
preliminary table indicates the approximate State acreage allotments which 
would be determined for the 1951 crop under the proposed bill. State acreage 
allotments for 1951 prior to possible increases for “type’’ would be as shown in 
column 7 of the attached table. 

Although S. 742 would allow much larger increases if warranted by demand, 
it has been assumed for ease of comparison that the same acreage of Virginia 
and Valencia types of peanuts would be made under either S. 742 or the Depart- 
ment proposal submitted to both houses of Congress with our letter of December 
8, 1950. On the basis of this assumption, column 9 of the attached table shows 
the approximate manner in which 62,843 acres of additional Virginia- and Valencia- 
type allotment would be apportioned to States for 1951 under 8. 742. In making 
this apportionment, we have ignored the fact that some States other than the 
five listed also produce some Virginia- and Valencia-type peanuts and would be 
entitled to their proportionate share of any over-all increase in 1951 allotments 
for these types. 

In addition to the fact that the tota! increve itself is purely illustrative, it should 
also be pointed out that the basis for apportioning this increase to States, that is, 
the 1948-50 average acreages by types, are approximations which are subject to 
change. 

As we interpret S. 742, it differs from the Department proposal in only two 
major respects insofar as the determination of acreage allotments are concerned. 
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These differences are: (a) S. 742 provides that increases in State acreage allotments 
resulting from allotments already announced for 1951 will be considered in de- 
termining State acreage allotments for future years, whereas under the Department 
proposal, these increases would not be considered in determining State acreage 
_allotmemts after 1951, and (b) S. 742 makes allotment increases by ‘‘type’”’ per- 
missive and subject to determinations by the Secretary of Agriculture, whereas 
under the Department proposal, increases for Virginia- and Va!lencia-type peanuts 
are mandatory and automatic. Also, S. 742 limits ‘“‘type”’ increases only to the 
extent that the allotment for any State may not be increased above the 1947 
harvested acreage of peanuts in the State. Under the Department bill, the auto- 
matic and mandatory allotment increases for Virginia- and Valencia-type peanuts 
would limit increases to the extent that no State acreage allotment would be 
increased above its 1941 acreage allotment. 

The Department has no objection to the method of apportioning the national 
acreage allotment to States as provided for in S. 742 although it 


would result 
in some differences in State acreaze allotments for 1952 and subsequent vears 
from those which would be determined under the Department proposal. For 
example, under S. 742, 1952 State acreage allotments would be determined by 
apportioning the national acreage allotment to States on the basis of the entries 
in column 7 of the attached table. Under the Department proposal, this appor- 
tionment for 1952 and subsequent years would be on the basis of entries in 
column 5, 

The Department also agrees with the intent of the proposed subsection (( 9 
as contained in 8. 742 which would permit increasing allotments for 


individual 
types of peanuts when it is determined that increases are needed in order to 
meet the edible demand for such types. Also, we believe that if a limitation is 
needed, the 1947 acreage picked and threshed would be an acceptable limit 
to which individual State allotments could be increased under this provision. 


However, this subsection as written places the authority and responsibility for 


type increases with the Secretary of Agriculture and we would prefer that the 
legislation contain specific provision for increasing the allotment for Virginia- and 
Valencia-type peanuts in much the same way as proposed in our letter of Decem- 


ber 8, 1950. ‘If legislation should be enacted placing this authority with the See- 
retary of Agriculture as provided in S. 742, the Department of A; 


ericulture w 





administer the provision to the best of its abilitv on the basis of its analvsi f the 
supply and demand for the various types of peanuts. It is suggested, however, 
that the committee consider amending the language in lines 11 and 12, page 3, of 
S. 742 to read ‘“‘preceding the vear in or for which the allotments are being de- 
termined.” This language would permit he Department to use the most recent 
3-year period for which data are available, whereas under the language as now 
written, the Department might not have the 3-year data referred to at the time 
State and farm acreage allotments are established. It is also belis 1 that the 
committee might wish to insert language which would clearly eliminate ‘‘excess 
acreage” from the determination of the 3-vear average acreage to be used as the 
basis for apportioning type increases to States and farm- 

S. 742 meets the principal objectives of the Department of Agriculture insofar 
as peanut legislation is concerned and subject to consideration of the items n- 


tioned above, the Department recommends that the bill be ena 
There is urgent necessity for early action with respect to ] 


ted. 
eanut legislation 


which would permit the increase of allotments for States and farms producing 


Virginia- and Valencia-type peanuts because the allotments determined pursuant 
to existing legislation have been reduced substantially below the acreage required 


to obtain production sufficient to meet the demand 
In view of the subsequent request, we are submitting this report without 
- aWaiting advice from the Bureau of the Budget as to the relationship of 
proposed legislation to the program of the President 
Sincerely, 


at 


CHARLES F. BRANNAN, Secret 
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Calendar No.169 
SENATE { REpPoRT 
| No. 177 


82p CONGRESS 
Ist Session 


AMENDING AND EXTENDING THE PROVISIONS OF THE 
DISTRICT OF COLUMBIA EMERGENCY RENT ACT 


Marcu 15, 1951.—Ordered to be printed 


Mr, Nee ty, from the Committee on the District of Columbia, sub- 
mitted the following 


y 


REPORT 


[To accompany H. J. Res. 173] 


V LIBRAR 


V 


as reierred 


T 


The Committee on tae District of Celumbia, to . aich 
the joint resolution (H. J. Res. 173) to amend and extend the provi- 
Sions of the District of Columbia Emergency Rent Act, as amended, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the joint resolution do pass. 

The purpose of this measure is to extend the provisions of the 
District of Columbia Emergency Rent Act, as amended, until June 
30, 1951. This is the date to which the Senate has extended the 


National Housing and Rent Act. No other change in existing ‘law is 
The resolution was favorably reported by the unanimous 


wl 
O 
— 
— 
<_ 
fx, 
~_~ 
~ 
— 
a. 


- 
be 


proposed. 
vote of the committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the resolution, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Be it enacted by the Senate and House of Representatives of the United States of 


America in Congress assembled, 

Srecrion 1. Purposes, Time Limrr.—(a) It is hereby found that the national 
emergency and the national-defense program (1) have aggravated the congested 
situation with regard to housing accommodations existing at the seat of govern- 
ment; (2) have led or will lead to profiteering and other speculative and manipula- 
tive practices by some owners of housing accommodations; (3) have rendered or 
will render ineffective the normal operations of a free market in housing accommo- 
dations; and (4) are making it increasingly difficult for persons whose duties or 
obligations require them to live or work in the District of Columbia to obtain such 
accommodations. Whereupon it is the purpose of this Act and the policy of the 
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Congress during the existing emergency to prevent undue rent increases and any 
other practices relating to housing accommodations in the District of Columbia 
which may tend to increase the cost of living or otherwise impede the national- 
defense program. 

(b) The provisions of this Act, and all regulations, orders, and requirements 

thereunder, shall terminate on [March 31, 1951,] June 30, 1951, except that as 
to offenses committed, or rights or liabilities incurred, prior to such expiration 
date, the provisions of this Act and such regulations, orders, and requirements, 
shall be treated as still remaining in force for the purpose of sustaining any proper 
suit, action, or prosecution with respect to any such right, liability, or offense. 
» Sec. 2. Maximum Rent Cemincs anp MINIMUM SERVICE STANDARDS.—(1) On 
and after the thirtieth day following the enactment of this Act, subject to such 
adjustments as may be made pursuant to sections 3 and 4, maximum-rent ceilings 
and minimum-service standards for housing accommodations excluding hotels, 
in the District of Columbia shall be the following: 

(a) For housing accommodations rented on January 1, 1941, the rent and serv- 
ice to which the landlord and tenant were entitled on that date. 

(b) For housing accommodations not rented on January 1, 1941, but which 
had been rented within the year ending on that date, the rent and service to 
which the landlord and tenant were last entitled within such year. 

(c) For housing accommodations not rented on January 1, 1941, nor within the 
year ending on that date, the rent and service generally prevailing for comparable 
housing accommodations as determined by the Administrator. 

(2) On and after the thirtieth day following the enactment of this Act, the 
landlord or other person in charge of and conducting any hotel in the District of 
Columbia shall post in a conspicuous place in each room thereof used for living 
or dwelling purposes a card or sign plainly stating the rental rate per day of such 
room, and a copy of such rates for each room shall be filed with the Administrator. 
Subject to such adjustment as the Administrator may determine to be necessary 
in order that said rates shall conform to the standard set forth in this section and 
to such adjustment as may be made pursuant to sections 3 and 4, said rates when 
posted and filed with the Administrator, shall constitute the maximum-rent ceil- 
ing for the housing accommodations specified: Provided, That the transient rates 
so posted shall not exceed the established or standard rate charged by the land- 
lord as of January 1, 1941, except that after written notice by the landlord to the 
Administrator such landlord may make such addition or deduction to or from 
such rate as will compensate for (1) a substantial change since January 1, 1941, 
in maintenance or operating costs or expenses, or (2) a substantial capital im- 
provement or alteration made since January 1, 1941, and such addition or deduc- 
tion shall be subject to review by the Administrator, and he may by order adjust 
such maximum-rent ceiling to provide the rental rate generally prevailing for 
comparable housing accommodations as determined by the Administrator. Posted 
rates shall conform to the following: 

(a) In the case of apartment units, the rental rate shall be that which the land- 
lord was entitled to receive on January 1, 1941, except in those instances where it 
is shown that a special rate less than the established or standard rate charged by 
the landlord as of January 1, 1941, was being charged, a rate may be posted at 
such established or standard rate: Provided, That the rate being charged the cur- 
rent occupant shall not be increased. 

(b) Where apartment units are changed from furnished to unfurnished, or 
vice versa, the rate shall be that charged by the landlord for comparable housing 
accommodations on January 1, 1941: Provided, That no such change may be 
made without the consent of the current occupant, if there be one. 

(c) Where housing accommodations are changed from permanent to transient 
use, the rate shall not exceed that posted for comparable accommodations. 

(d) In the case of a hotel not in operation January 1, 1941, the rental rates 
posted shall be the rates generally prevailing for comparable housing accommo- 
dations. 

(e) For the purposes of this section, the term ‘‘hotel’’ means an establishment 
operating under a hotel license and occupied by an appreciable number of persons 
who are provided customary hotel services such as maid service, furnishing and 
laundering of linen, telephone and secretarial or desk service, use and upkeep of 
furniture and fixtures, and bellboy service. 

(3) After Avril 30, 1948, the provisions of this Act shall not apply to the follow- 
ing housing accommodations, and no maximum rent ceilings or minimum service 
standards shal! be prescribed with respect thereto: 
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(a) Any housing accommodations in hotels, which accommodations are used 
exclusively for transient occupancy, that is, for living quarters for nonresidents 
upon a short-time basis; 

(b) Any housing accommodations the construction of which was completed 
after March 31, 1948, or which are additional housing accommodations created by 
conversion after March 31, 1948, except as hereinafter provided; 

(c) Nonhousekeeping, furnished housing accommodations, located within a 
single dwelling unit not used as a rooming or boarding house, but only if (A) no 
more than two paying tenants, not members of the landlord’s immediate family, 
live in such dwelling unit, and (B) the remaining portion of such dwelling unit is 
occupied by the landlord or his immediate family. 

(4) Any housing accommodations resulting from any conversion created on 
or after May 1, 1949, shall continue to be housing accommodations subject to 
maximum rent ceilings and minimum service standards unless the Administrator 
issucs an order decontrolling them, which he shall issue if he finds that the con- 
version resulted in additional, self-contained family units as defined 
issued by him. 


(5) (a) After June 30, 1950, the provisions of this Act shall not apply to, and 


; Dy regulations 


no Maximum rent ceiling or minimum service standards shall be prescribed for, 
any furnished nonhousekeeping housing accommodations which are rented as 
rooms without kitchen privileges or facilities for cooking (but not in a suite of 


two or more rooms), and when and for such period as any of the housing accommo- 
dations in any building used as a rooming house are decontrolled under this 
paragraph (a) the provisions of this Act shall not apply to, and no maximum rent 
ceilings or minimum service standards shall be prescribed for, such building. 

(b) After June 30, 1950, self-contained family units (as defined by regulations 
issued by the Administrator) located in hotels shall continue to be housing accom- 
modations subject to maximum rent ceilings and minimum service standards unless 
the Administrator issues an order decontrolling them, or any of them, which he 
shall issue if he finds that such hotel is primarily engaged in furnishing accom- 
modations for transients.” 

Sec. 3. GENERAL ADJUSTMENT OF Maximum Renvr Ceriincs.— Whenever in 
the judgment of the Administrator a general increase or decrease since January 1 
1941, in taxes or other maintenance or operating costs or expenses has occurred 
or is about to occur in such manner and amount as substantially to affect the 
maintenance and operation of housing accommodations generally or of any par- 
ticular class of housing accommodations, he may by regulation or order increase or 
decrease the maximum-rent ceiling or minimum-service standard, or both, for 
such accommodations or class thereof in such manner or amount as will in his 
judgment compensate, in whole or in part, for such general increase or decrease. 
Thereupon such adjusted ceiling or standard shall be the maximum-rent ceiling or 
minimum-service standard for the housing accommodations subject thereto. 

Sec. 4. Petition FoR ApJUSTMENT.—(a) Any landlord or tenant may peti- 
tion the Administrator to adjust the maximum-rent ceiling applicable to his 
housing accommodations on the ground that such maximum-rent ceiling is, due 
to peculiar circumstances affecting such housing accommodations, substantially 
higher or lower than the rent generally prevailing for comparable housing accom- 
modations; whereupon the Administrator may by order adjust such maximum- 
rent ceiling to provide the rent generally prevailing for comparable housing 
accommodations as determined by the Administrator. 

(b) Any landlord may petition the Administrator to adjust the maximum-rent 
ceiling or minimum-service standard, or both, applicable to his housing accom- 
modations to compensate for (1) a substantial rise, since January 1, 1941, in taxes 
or other maintenance or operating costs or expenses, or (2) a substantial capital 
improvement or alteration made since January 1, 1941; whereupon the Adminis- 
trator may by order adjust such maximum-rent ceiling or minimum-service 
standard in such manner or amount as he deems proper to compensate therefor, 
in whole or in part, if he finds such adjustment necessary or appropriate to carry 
out the purposes of this Act: Provided, That no such adjusted maximum-rent 
ceiling or minimum-service standard shall permit the receipt of rent in excess of 
the rent generally prevailing for comparable housing accommodations as deter- 
mined by the Administrato:: Provided further, That the Administrator may by 
order adjust wie Maximum-rent ceiling or minimum-service standard hereunder 
although the landlord fails to produce evidence of facts occurring in the period 
from January 1, 1941, to December 31, 1945, if the landlord proves circumstances 
which in the opinion of the Administrator excuse the failure to produce evidence 
of such facts’. 
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(c) Any tenant may petition the Administrator on the ground that the service 
supplied to him is less than the service established by the minimum-service 
standard for his housing accommodations, but in the case of a hotel, is less than 
the established or standard service supplied as of January 1, 1941; whereupon the 
Administrator may order that the service be maintained at such minimum- 
service standard, or that the maximum-rent ceiling be decreased to compensate 
for a reduction in service, as he deems necessary or appropriate to carry out the 
purposes of this Act. 

(d) Any landlord may petition the Administrator for permission to reduce the 
service supplied by him in connection with any housing accommodations; where- 
upon the Administrator, if he determines that the reduction of such services is 
to be made in good faith for valid business reasons and is not inconsistent with 
‘arrying out the purposes of this Act, may, by order, reduce the minimum-service 
standard applicable to such housing accommodations and adjust the maximum- 
rent ceiling downward in such amount as he deems prover to compensate therefor. 

(e) Any tenant may petition the Administrator to adjust the maximum-rent 
ceiling applicable to his housing accommodations on the ground that such maxi- 
mum-rent ceiling permits the receipt of an unduly high rent; whereupon the 
Administrator may by order adjust such maximum-rent ceiling in such manner 
or amount as shall, in his judgment, effectuate the purposes of this Act, and provide 
a fair and reasonable rent for such housing accommodations. 

(f) A petition made pursuant to this section shall be subject to the provisions 
of sections 8 and 9 of this Act. Any adjusted maximum-rent ceiling or minimum- 
service standard ordered pursuant to this section shall be the maximum-rent 
ceiling or minimum-service standard for the housing accommodations subject 
thereto; except that in the event that the adjustment order is stayed or set aside 
by the court in accordance with section 9 of this Act, the maximum-rent ceiling 
and minimum-service standard theretofore applicable to such housing accom- 
modations under this ‘Act shall remain in full force and effect. 

Sec. 5. Pronirpirions.—(a) It shall be unlawful, regardless of any agreement, 
lease, or other obligation heretofore or hereafter entered into, for any person to 
demand or receive any rent in excess of the maximum-rent ceiling, or refuse to 
supply any service required by the minimum-service standard, or otherwise to do 
or omit to do any act in violation of any provision of this Act or of any regulation, 
order, or other requirement thereunder, or to offer or agree to do any of the fore- 
going. Nothing herein shall be construed to require the refund of any rent paid 
or payable for the use or occupancy of housing accommodations prior to the 30th 
day following the enactment of this Act. 

(b) No action or proceeding to recover possession of housing accommodations 
shall be maintainable by any landlord against any tenant, notwithstanding that 
the tenant has no lease or that his lease has expired, so long as the tenant con- 
tinues to pay the rent to which the landlord is entitled, unless 

1) The tenant is (a2) violating an obligation of his tenancy (other than 
an obligation to pay rent higher than rent permitted under this Act or any 
regulation. or order thereunder applicable to the housing accommodations 
involved or an obligation to surrender possession of such accommodations) 
or (b) is committing a nuisance-or using the housing accommodations for 
an immoral or illegal purpose or for other than living or dwelling purposes, or 

2) The landlord seeks in good faith to recover possession of the property 

for his immediate and personal use and occupancy as a dwelling: Provided, 
That in the case of housing accommodations in a structure or premises owned 
or leased by a cooperative corporation or association no such action or pro- 
ceeding under this paragraph or paragraph (3) of this section shall be main- 
tained unless stock or membership in the cooperative corporation or association 
has been acquired by persons who are or were tenants in occupancy of at 
least 65 per centum of the dwelling units in the structure or premises at the 
time said cooperative corporation or association either (1) acquired or leased 
said structure or premises, or (2) entered into a contract or option to acquire 
or lease said structure or premises, whichever date is earliest, and who as 
such stockholders or members are entitled to possession of their respective 
dwelling units in the structure or premises by virtue of proprietary leases 
or otherwise, and this provision shall apply whether such corporation or 
association acquired or leased such structure or premises or entered into a 
contract or option to do so prior to or after the effective date of this amenda- 
tory Act or unless as the holder of stock or membership acquired in the coop- 
erative corporation or association prior to March 1, 1949, a stockholder or 
member was entitled to possession of a dwelling unit in the strueture or 
premises by virtue of a proprietary lease or otherwise, or 
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(3) The landlord has in good faith contracted in writing to sell the prop- 
erty for immediate and personal use and occupancy as a dwelling by the 
purchaser and that the contract of sale contains a representation by the 
purchaser that the property is being purchased by him for such immediate 
and personal use and occupancy, or 

(4) The landlord seeks in good faith to recover possession for the immedi- 
ate purpose of substantially altering, remodeling, or demolishing the property 
and replacing it with new construction, the plans for which altered, remodeted, 
or new construction having been filed with and approved by the Commis- 
sioners of the District of Columbia, or 

(5) The housing accommodations are nonhousekeeping, furnished accom- 
modations located within a single-dwelling unit not used as a rooming or 
boarding house as defined by this Act and the remaining portion of which 
dwelling unit is occupied by the lessor or his immediate family. 

(c) It shall be unlawful for any person to remove, or attempt to remove, from 
any housing accommodations the tenant or occupant thereof or to refuse to renew 
iease or agreement ior the use o: such accommodations because such tenant or 
occupant has taken or purposes to take action authorized or required by this 
Act or any regulation, order, or requirement thereunder. 

Sec. 6. ApMIntstRaTOR.—There is hereby created in and for the District of 
Columbia the office of Administrator of Rent Control. The Administrator shall 
be appointed by the Commissioners of the District of Columbia and shall be a 
bona fide resident of the District of Columbia for not less than 3 vears prior 
to his appointment. He shall devote his full time to the office of Administrator 
and shall receive a salary at the rate of $7,500 per annum. The Administrator 
shall establish offices, acquire supplies and equipment, and employ such personnel, 
subject to approval by the Commissioners of the Distriet of Columbia, and in 
accordance with the Classification Act of 1923, as amended, without regard to 
race or creed, as may be necessary in the performance of his funetions under this 
Act. The Administrator shall submit a semiannual report to the Commissioners 
of the District of Columbia for transmittal to the Congress of the United States 

Sec. 7. OBTAINING INFORMATION.—(a) The Administrator may make sucl 
studies and investigations, and obtain or require the furnishing of such inform: 
tion under oath or affirmation or otherwise, as he deems necessary or proper to 
assist him in prescribing any regulation or order under this Act, or in the admin- 
istration and enforcement of this Act, and regulations and orders thereunder. 


For such purposes the Administrator may administer oaths and affirmations, 
may require by subpena or otherwise the attendance and testimony of witnesses 
and the production of documents at any designated place, may require persons 


to permit the inspection and copying of documents, and the inspection of hous- 
ing accommodations and may, by regulation or order, require the making and 
keeping of records and other documents. No person shall be excused from com- 
plying with any requirement under this section because of his privilege against 
self-incrimination, but the immunity provisions of the Compulsory Testimony 
Act of February 11, 1893 (U. 8S. C., 1934 edition, title 49, see. 46), shall apply 
with respect to any individual who specifically claims such privilege. In the 
event of contumacy or refusal to obey any such subpena or requirement under 
this section, the Administrator may make application to the United States District 
Court for the District of Columbia for an order requiring obedience thereto, 
Thereupon, the court, with or without notice and hearing, as it in its diseret 
may decide, shall make such order as is proper and may punish as a cont 
any failure to comply with such order. 

(b) The Administrator shall have authority to promulgate, issue, amend, or 
rescind rules and regulations, subject to approval by the Commissioners of the 
District of Columbia, and to issue such orders as may be deemed 


on 


necessary or 


proper to carry out the purposes 2nd provisions of this Act or to prevent the cir- 
cumvention or evasion thereof. The Administrator may require a license as a 
condition of engaging in any rents] transaction involving the subletting of a1 
housing accommodations or the renting of housing accommodations in a rooming 
or boarding house, or in a hotel. For the purposes of this Act the term “rooming 
or boarding house’’ means @ house in which living quarters are rented by the house- 
holder to more than two persons. No fee shall be charged for the issuance to an 
person of any such license and no such license shall contain any provisio ( 
prescribed by this Act or which could not be prescribed by regulation, order, or 


requirement thereunder. 

Src. 8. Procepurr.—(2) Any petition filed by a landlord or tenant under 
section 4 shall be promptly referred to an examiner designated by the Adi 1} 
trator. Notice of such action, in such manner as the Administrator shall by 
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regulation prescribe, shall be given the tenant and landlord of the housing accom- 
modations involved. If the petition be frivolous or without merit, the examiner 
shall forthwith dismiss it. Such order of dismissal may be reviewed by the 
Administrator in the manner provided in subsection (c) of this seetion. ‘The 
examiner shall grant a hearing upon the petition except in cases dismissed under 
this subsection. 

(b) Hearings under this section shall be conducted in accordance with regu- 
lations prescribed by the Administrator. The landlord and tenant shall be 
given an opportunity to be heard or to file written statements, due regard to 
be given the utility and relevance of the information offered and the need for 
expedition. In any such hearing the common-law rules of evidence shall not 
be controlling. 

(c) The examiner, after hearing, shall make findings of fact and recommend 
an appropriate order. Copies of such findings and order shall be served upon 
the parties to the proceeding in such manner as the Administrator may prescribe 
by regulations. Within five days after such service, any such party may request 
that the recommended order be reviewed by the Administrator. If there be 
no such request within such five days, the findings and recommended order of 
the examiner shall thereupon be deemed to be the findings and order of the 
Administrator: Provided, That the Administrator may review the proceedings, 
as herein provided, on his own motion at any time within ten days after service 
of the examiner’s findings and order upon the parties. The Administrator may, 
in his discretion, grant a hearing upon the request. Upon such request or motion, 
the record in the ease shall be forthwith transferred to the Administrator for 
review and he may, in his discretion, grant a hearing. He shall state his findings 
of fact or affirm the examiner's findings of fact, which findings in either case shall 
be conclusive if supported by substantial evidence, and shall make an appropriate 
order. 

Sec. 9. Court Review.—(a) Within ten days after issuance of an order of 
the Administrator under section 4, any party may file a petition to review such 
action in the municipal court of appeals for the Distriet of Columbia, and shall 
forthwith serve a copy of such petition upon the Administrator. Thereupon, the 
Administrator shall certify and file with the court a transcript of the record upon 
which the order complained of was entered. Upon the filing of such transcript, 
the court shall have exclusive jurisdiction to affirm or set aside such order, or 
remand the proceeding: Provided, That the Administrator may at any time, upon 
reasonable notice and in such manner as he shall deem proper, rescind, modify, 
or set aside, in whole or in part, any such order at any time notwithstanding the 
pendency of the petition to review. 

(b) No objection that has not been urged before the Administrator shall be 
considered by the court, unless the failure to urge such objection shall be excused 
because of extraordinary circumstances. No order shall be set aside or remanded 
unless the petitioner shall establish to the satisfaction of the court that the order 
is not in accordance with law, or is not supported by substantial evidence. The 
commencement of proceedings under this section shall not, except as provided in 
subsection (d), operate as a stay of the Administrator’s order. 

(c) The municipal court of appeals for the District of Columbia is hereby 
granted exclusive jurisdiction to review any order of the Administrator made 
pursuant to section 4 of this Act. The judgment and decree of the court shall be 
final, subject to review as provided by law relative to other judgments of the 
court. All cases now pending before the statutory three-judge court of the 
municipal court which have not been presented to that court for decision at the 
time this Act takes effect shall forthwith be certified by said court to the municipal 
court of appeals for the District of Columbia. Nothing herein contained shall 
affect the validity of any judgment or decree of the statutory court (consisting of 
three judges of the municipal court as heretofore provided by law) rendered 
subsequent to the effective date of this Act in cases heretofore presented to that 
court and now awaiting decision. 

(d) No court shall issue any interlocutory order er decree staying the effective- 
ness of any provision of this Act or any regulation or order issued thereunder, 
unless the person objecting to such provision, regulation, or order, shall file with 
the court an undertaking with a surety or sureties satisfactory to te court for the 
payment, in the event such objection is not sustained, of the amount by which the 
maximum rent, if any, permitted under such provision, regulation, or order, ex- 
ceeds or is less than the amount actually received or paid while such stay is in 
effect. 
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Sec. 10. ENroRcEMENT, PENALTIES.—(a) If any landlord receives rent or 
refuses to render services in violation of any provision of this Act, or of anv regu- 
lation or order thereunder prescribing a rent ceiling or service standard, the tenant 
paying such rent or entitled to such service, or the Administrator on behalf of 
such tenant, may bring suit to rescind the lease or rental agreement, or, in case 
of violation of a maximum-rent ceiling, an action for double the amount by which 
the rent paid exceeded the applicable rent ceiling and, in case of violation of a 
minimum-service standard, an action for double the value of the services refused 
in violation of the applicable minimum-service standard or for $50, whichever is 
greater in either case, plus reasonable attorneys’ fees and costs as determined by 
the court. Any suit or action under this subsection may be brought in the 
municipal court of the District of Columbia regardless of the amount involved, 
and the municipal court is hereby given exclusive jurisdiction to hear and deter- 
mine all such cases. 

(c) No person shall be held liable for damages or penalties in any court on any 
grounds for or in respect of anything done or omitted to be done in good faith 
pursuant to any provision of this Act or any regulation, order, or requirement 
thereunder, notwithstanding that subsequently such provision, regulation, order, 
or requirement may be modified, rescinded, or determined to be invalid. The 
Administrator may intervene in any suit or action wherein a party relies for ground 
of relief or defense upon this Act or any regulation, order, or requirement there- 
under. No costs shall be assessed against the Administrator in any proceedings 
had or taken in accordance with this Act. 

(d) Whenever in the judgment of the administrator any person has engaged 
or is about to engage in any acts or practices which constitute or will constitute 
a violation of this Act, or any regulation, order, or requirement thereunder, he 
may make application to the United States District Court for the District of 
Columbia for an order enforcing compliance with this Act or such regulation, 
order, or requirement, and upon a proper showing a permanent or temporary 
injunction, restraining order, or other order, shall be granted without bond. 

Sec, 11. Derinitions.—As used in this Act 

(a) The term “housing accommodations” means any building, structure or 
part thereof, or land appurtenant thereto, or any other real or personal 
property rented or offered for rent for living or dwelling purposes in the Dis- 
trict of Columbia (including, but without limitation, houses, apartments, 
hotels, rooming- or boarding-house accommodations, and other properties 
used for living or dwelling purposes) together with all services supplied in 
connection with the use or occupancy of such property. 

(b) The term “services” includes the furnishing of light, heat, hot and cold 
water, telephone, elevator service, furnishings, furniture, window shades, 
screens, awnings, and storage, kitchen, bath, and laundry facilities and 
privileges, maid service, janitor service, the removal of refuse, and the mak- 
ing of all repairs suited to the housing accommodations or necessitated by 
ordinary wear and tear, and any other privilege or facility connected with 
the use or occupancy of housing accommodations. 

(ec) The term “rent’’ means the consideration, including any bonus, 
benefit, or gratuity, demanded or received per day, week, month, vear, or 
other period of time as the case may be, for the use or occupancy of housing 
accommodations or the transfer of a lease for such accommodations. 

(d) The term “maximum-rent ceiling’? means the maximum rent which 
may be demanded or received for the use or occupancy of housing accommo- 
dations or the transfer of a lease for such accommodations. 

(e) The term “minimum-service standard’ means the minimum service 
which may be supplied in connection with the renting or leasing of housing 
accommodations. 

(f) The term “tenant’’ includes a subtenant, lessee, sublessee, or other 
person entitled to the use or occupancy of any housing accommodations. 

(g) The term “landlord” includes an owner, lessor, sublessor, or other 
person entitled to receive rent for the use or occupancy of any housing accom- 
modations. 

(h) The term “‘person’’ includes one or more individuals, firms, partner- 
ships, corporations, or associations and any agent, trustee, receiver, assignee, 
or other representative thereof. 

(i) The term ‘‘documents”’ ineludes leases, agreements, records, books, 
accounts, correspondence, memoranda, and other documents, and drafts and 
copies of any of the foregoing. 
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Sec. 12. SEPARABILITY.—If any provision of this Act or the application of such 
provision to any person or circumstance shall be held invalid, the validity of the 
remainder of the Act and the applicability of such provision to other persons 01 
circumstances shall not be affected thereby. 

Sec. 13. Appropriation.—There is hereby authorized to be appropriated such 
funds as may be necessary to carry out the provisions of this Act, to be paid out 
of money in the Treasury of the United States to the credit of the District of 
Columbia not otherwise appropriated. 

Sec. 14. SHorr Tirte.—This Act may be cited as the “District of Columbia 
Emergency Rent Act.” 

Sec. 7. Nothing in this Act shall be construed as authorizing or permitting the 


recontrol of any housing accommodations which have been heretofore decon- 
trolled.! 


1 Sec. 7, Public Law 45, 81st Cong. 
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AMENDING THE ACT TO REGULATE THE EMPLOYMENT 
OF MINORS WITHIN THE DISTRICT OF COLUMBIA 


Marcu 15, 1951.— Ordered to be printed 


Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany 8. 672] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 672) to amend the act entitled “An act to regulate the 


employment of minors within the District of Columbia,” approved 
May 29, 1928, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 
The amendment is as follows: 
Strike out all after the enacting clause and in lieu thereof insert the 
following: 


That the first sentence of section 2 of the Act entitled “An Act to regulate the 
employment of minors within the District of Columbia”, approved May 29, 1928, 
as amended (D. C. Code, secs. 36-201 to 36-227), is amended by striking out 
“forty-eight”? and inserting in lieu thereof “forty’’. ; 

Sec. 2. Section 2 of such act is amended by inserting after the first sentence 
thereof the following: ‘‘No minor under sixteen years of age shall be employed in, 
about, or in connection with any manufacturing or mechanical establishment at 
any time on any manufacturing or mechanical process or operation’. 

Sec. 3. This Act shall become effective sixty days after enactment. 

The bill has two purposes. It lowers the maximum number of 
hours which any minor under 18 years of age may work in any week 
in the District of Columbia, from 48 to 40. 

It forbids the employment of any minor under 16 years of age on 
any mechanical or manufacturing process or operation. 

The first provision is designed to bring the standards of the District 
of Columbia up to those required by the Federal Fair Labor Standards 
Act and by the laws of the best States. It prohibits the employment 
of minors in manufacturing and mechanical operations to protect their 
safety and the safety of others, as lives may be endangered by the use 
of minors on such machinery or process. 








2 AMEND ACT TO REGULATE EMPLOYMENT OF MINORS 


The amendments adopted by the committee are designed to remove 
objections which were voiced to the bill as introduced. As amended, 
the bill will not change the age requirements for home delivery of 
newspapers or store vending, “and will permit the employment of 
minors who have completed the eighth grade of school in nonme- 
chanical operations in industrial plants, such as clerks and office boys 

The bill was reported favorably by a unanimous vote of the com- 
mittee. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


45 Srart. 999, Cu. 908 
* * + * * 4 * 

Sec. 2, No minor under eighteen years of age shall be employed, permitted, or 
suffered to work in, about, or in connection with any gainful occupation, except 
in agricultural work, or housework, or in the distribution or sale of newspapers, 
as specified in section 1 of this Act, and except in newspaper stuffing, subject to 
the provisions of section 17 of this Act, more than six consecutive days in any 
one week, or more than [forty-eight] forty hours in any one week, or more than 
eight hours in any one day, nor shall any girl under eighteen years of age or boy 
under sixteen years of age be so employed, permitted, or suffered to work before 
the hour of seven o’clock in the morning or after the hour of seven o’clock in 
the evening of any day, nor shall any boy between sixteen and eighteen years of 
age be so employed before the hour of six o’clock in the morning or after the 
hour of ten o’clock in the evening of any day. No minor under sixteen years of 
age shall be employed in, about, or in connection with any manufacturing or me- 
chanical establishment at any time on any manufacturing or mechanical process or 
operation. Every employer shall post and keep conspicuovsly posted in the estab- 
lishment, in or about which any minor is employed, perinitted, or suffered to 
work, a printed notice, furnished by the official authorized to enforce this Act, 
setting forth the legal regulations governing the employment and hours of work 
of minors and occupations prohibited to minors in such establishments, and, in 
addition, shall keep accessible in the place of employment a list of minors under 
eighteen employed, permitted, or suffered to work, and an accurate time record 
showing the hours of beginning and ending work each day and the hours when 
the time allowed for meals begins and ends for said minors. The presence of 
any such minor in the place of work for a longer time in the day or week than 
stated in the printed regulation hours shall be prima facie evidence of a violation 
of the provisions of this section. 


O 
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TU DO CHAU (ALSO KNOWN AS SZETU DJU OR ANNA 
SZETU) 


Marcu 19 (legislative day, MArcu 16), 1951.—Ordered to be printed 
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NA 


Lr) A ‘ ‘ : mis ‘ 
Mrs—McCarran, from the Committee on the Judiciary, submitted 
Oe the following 


REPORT 
[To accompany §. 362] 
The Committee on the Judiciary, to which was referred the bill 
(S. 362) for the relief of Tu Do Chau (also known as Szetu Dju or 
Anna Szetu), having considered the same, reports favorably thereon 


without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Tu Do Chau (also known as Szetu Dju or 
Anna Szetu). The bill provides for an appropriate quota deduction 
and for the payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 47-year-old native and citizen of 
China who last entered the United States as a visitor on November 
30, 1946. Her intention at the time of entry was to study hospit: al 
administration and return to China to work for her people. She 
states that because of the change in conditions in China she is unable 
to return there. In February 1950 she received her Master of Science 
degree in hospital administration from Columbia University and i 
presently employed at St. Barnabas nn in New York City. 

A letter dated December 18, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3982, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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DeEcEeMBER 18, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3982) for the relief of Tu Do Chau 
(also known as Szetu Dju or Anna Szetu), an alien. 

The bill would provide that Tu Do Chau shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date 
of her last entry, upon payment of the required visa fee and head tax. It would 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the nonpreference category of the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Tu Do Chau is a native and citizen of China, having been 
born in Tientsin, China, on December 24, 1903. She entered the United States 
at the port of Baltimore on November 30, 1946, when she was admitted as a 
visitor for 1 year under section 3 (2) of the Immigration Act of 1924. She was 
granted extensions of her temporary stay until November 20, 1950. 

The files further reflect that the alien resided in Tienstin until 1937, when she 
went to Saigon, French Indo-china, where she was employed as a teacher in a 
private elementary and high school. It was her intention when she came to this 
country to study hospital administration and then return to China to work for her 
people. She stated that the situation in China has since changed and she is un- 
able to return to that country. She further stated that she studied at Columbia 
University, New York City, from September 1947 until May 1948, at the Method- 
ist Hospital in Omaha, Nebr., from August 1948 until March 1949, and since 
April 1949 has been at St. Barnabas Hospital in New York City, as an adminis- 
trative resident. She receives full maintenance in her present position plus $75 
amonth. In February 1950, she received her Master of Science degree in hospital 
Administration from Columbia University. 

The Chinese racial quota, to which the alien is chargeable, is oversubscrib :d‘ 
and an immigration visa is not readily obtainable. The record fails, however, 
to present considerations of sufficient merit to justify the enactment of special 
legislation granting her a preference over other aliens abroad, including Chinese 
husbands and Chinese children of citizens of the United States, chargeable to the 
Chinese racial quota, who desire to come to this country for permanent residence, 
but who remain abroad awaiting their turn to enter this country in compliance 
with provisions of the general law. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
PEeyYTon Forp, 
Deputy Attorney General. 


Senator Alexander Smith, the author of the bill, has submitted the 
following information in connection with the case: 


Sr. BarnaBas HospitaL FoR CHRONIC DISEASEs, 
New York 57, N. Y., August 3, 1950. 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 

My Dear St: This letter is written in behalf of Miss Szetu Dju, who is a 
resident in hospital administration at St. Barnabas Hospital at the present time. 

Miss Dju received her Master of Science degree in Hospital Administration 
from Columbia University, School of Public Health, in February of 1950 after 
serving a year’s internship under my aegis. However, it is desirable and necessary 
that Miss Dju continue on with 2 or 3 years’ postgraduate training in hospital 
administration in order to become competent in this specialty. Therefore, her 
continued stay in this country is recommended for this purpose. 

However, in view of Communist activities in China it is unsafe for Miss Dju 
to return to her native country, and consequently we hope that some way can 
be found for her to remain permanently in the United States, as she would make 
a very desirable citizen. 

Miss Dju is a Chinese woman of high intelligence, culture, and pleasing per- 
sonality. She was born in Tientsin, China, in 1903. Her father was a physician 
in Tientsin and died in 1925. She received her bachelor of arts degree from 
Ginling College, Nanking, China, in 1935 and taught school, both elementary and 
high school, in ®rench Indochina, during the Second World War. She has also 
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had experience as chief of personnel in the Union Chinese Hospitals of Cholon, 
French Indochina. 

Miss Dju has proved extremely capable in her various assignments and duties 
at this hospital, and we recommend that she be permitted to remain permanently 
in this country not only by reason of the fact that she will make a useful citizen, 
but because 2 or 3 years’ subsequent training in hospital administration are desir- 
able for her to become competent and able to earn a livelihood in this field. 
Finally, it is unsafe for her to return to her native China because of Communist 
activities. 

Therefore, Miss Dju’s general education and cultural qualifications make it 
especially desirable for her to remain permanently in this country, where she will 
make a useful contribution to the philanthropic hospital system of this Nation, 
which is so important to the health and welfare of the American people. 

Anything you can do in behalf of Miss Dju will be sincerely appreciated by this 
hospital and its board of managers. 

Respectfully yours, 
A. P. Merrit, M. D., 
Superintendent. 
Sr. BARNABAS HosPITAL FOR (CHRONIC DISEASES, 
New York 57, N. Y., July 26, 1950. 
The Honorable H. ALEXANDER SmirTH, 
United States Senate, Washington 25, D. C. 


Dear Srr: Miss Szetu Dju has been associated with St. Barnabas Hospital 
since April 1, 1949, in the capacity of resident in hospital administration, 

Miss Szetu Dju received her master of science degree in Hospital Administra- 
tion from Columbia University in February 1950. 

During Miss Dju’s association with our hospital, she has proved to be a person 
of high moral and ethical character. She has an extremely pleasant personality 
and is well liked by her associates as well as the patients of St. Barnabas Hospital. 

Miss Dju is a very capable woman who has taken her responsibilities seriously 
and executed them in accordance with the highest standards of the profession of 
hospital administration. The training Miss Dju is receiving at our hospital will 
undoubtedly in time make her an asset to the general field of hospital adminis- 
tration. 

I sincerely recommend that Miss Dju be given every consideration in obtaining 
& permanent status in the United States. 

Very truly yours, 
Joun T. Kotopy, 
Assistant Superintendent. 





Sr. Barnasas Hospitat ror Curonic DIsEAsEs, 

New York 57, N. Y., July 27, 1950. 

Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 


Dear Sir: Miss Szetu Dju, who has been associated with St. Barnabas Hospital 
since April 1, 1949, has proved herself of inestimable assistance as resident in 
hospital administration. 

Miss Dju has coordinated and served in matters connected with nursing and the 
medical staff. Because of her pleasing personality and efficient manner she has 
been able to make her training in hospital administration react to the advantage 
of the whole institution. 

If there is any way in which Miss Dju’s stay in the United States can be made 
permanent, we of the medical staff of St. Barnabas Hospital would be very grate- 
ful. As an institution serving New York City and its environs we are very much 
in need of Miss Dju’s continued assistance and service. 

Respectfully yours, 
GLEN T. Situ, M. D., 
Clinical Director. 





St. BarRNaBAsS HospitTaL FoR CHrRonic DISEASES, 
New York 57, N. Y., July 26, 1950. 
Hon. H. ALEXANDER SmITH, 
United States Senate, Washington 25, D. C. 
Dear Str: This letter is written in corroboration and substantiation of the 
expressions of the superintendent and the clinical director of St. Barnabas 
Hospital as to the value of and the need for the services of Miss Szetu Dju. 
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As a physician in the practice of medicine at St. Barnabas Hospital, I appreciate 
the importance of smooth over-all administration, and Miss Dju has been of a 
great deal of assistance to everyone at the hospital in her capacity as adminis- 
trative resident. 

Anything that you may be able to do, therefore, to allow Miss Dju to remain 
at this hospital will be very much appreciated. 

Respectfully yours, 
E, A, Carserry, M. D., 
Attending Staff Physician, 


Sr. BARNABAS HospiTaL FoR CHronic DIsBAsEs, 
New York 57, N. Y., July 26, 1950. 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 

Dear Sir: It gives me pleasure to write this note in support of Miss Szetu 
Dju’s application for a permanent visa. 

I have known Miss Dju personally for the past year and can vouch for her 
integrity, honesty, and ability. With her fine Christian character and her excel- 
lent education and training, there is no question but that she will be a definite 
asset to our country. 

I am happy, therefore, to recommend Miss Dju to you unqualifiedly for your 
kind consideration in whatever way it may be possible for you to assist her to 
remain with us. 

Respectfully yours, 
Mary Susan Jackson MELLErtse, M. D. 


Sr. Barnaspas Hospirat For Curonic DISEASEs, 
New York 57, N. Y., July 27, 1950. 


Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 

Dear Srr: Miss Szetu Dju has been associated with St. Barnabas Hospital 
since April 1, 1949, in the capacity of resident in hospital administration. 

In Miss Dju’s position she has assisted the nursing department materially in 
many difficult and trying situations, and she has been able to adjust many matters 
because the patients have all learned to trust and respect her good judgment. 

As a liaison officer between the nursing department and the many patients at 
this institution, we consider Miss Dju’s services invaluable and would be very 
appreciative of anything you could do to allow us to keep her here indefinitely. 

Respectfully yours, 
LovisE F. O’Nouan, R.N., 
Director of Nursing. 


Str. Barnapas Hospirat For Curonic DISEASES, 
New York 57, N. Y., July 27, 1950 
Hon. H. ALEXANDER SMITH, 
United States Senate, Washington 25, D. C. 


Dear Sir: We, the undersigned, are in wholehearted accord with the ex- 
pression of Mrs. Louise F,. O’Nolan, our nursing director, as to the value of the 
services rendered by Miss Szetu Dju to the nursing department of St. Barnabas 
Hospital. 

We sincerely hope that you will be able to intercede in Miss Dju’s behalf so 
that she may continue on with us. 

Respectfully yours, 
A. Guapys FiLockHart, R. N., 
Assistant Director of Nurses 
Rose Ann Coy.e, R. N., 
Acting Assistant Director of Nurses. 
Laura JANE Freups, R. N., 
Nursing Arts Instructor. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 362) should be enacted. 


O 





Calendar No. 172 


82D Concr LESS SENATE § REPoRT 
Ist Ses ssion No. 180 


SISTER BERTHA PFEIFFER AND SISTER ELZBIETA 
ZABINSKA 


Marcu 19 (legislative day, MArcu 16), 1951.—Ordered to be printed 


A 
ao 


Mr. McCarran, from the Committee on the Judiciary, submitted 
: the following 


REPORT 
[To accompany 8. 470] 


The Committee on the Judiciary, to which was referred the bill 
(S. 470) for the relief of Sister Bertha Pfeiffer and Sister Elzbieta 
Zabinska, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Sister Bertha Pfeiffer and Sister Elzbieta 
Zabinska. Provision is made for appropriate quota deductions and 
for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are Catholic nuns presently attached 
to the Sodality of St. Peter Claver. Sister Bertha Pfeiffer last entered 
the United States on July 23, 1947, and Sister Elzbieta Zabinska last 
entered the United States on November 12, 1948. Although they 
are natives of Czechoslovakia and Poland respectively, they entered 
the United States following an extended stay in Italy and therefore 
would be unable to adjust their status under the provisions of section 
4 of the Displaced Persons Act. The beneficiaries of the bill are 
employed in the print shop at the gonvent in St. Paul and are assisting 
with other missionary work. The nuns at the convent of the Sodality 
of St. Peter Claver are engaged in printing religious books for the 
natives of Africa and a monthly religious magazine. It is stated that 
their services are necessary for the continuation of this work. 
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A letter dated December 18, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3933, which was a bill introduced in the Eighty-first 
Congress for the rélief of the same aliens, reads as follows: 


DeEcEMBER 18, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 3933) for the relief of Sister Berta 
Pfeiffer and Sister Elzbieta Zabinska, aliens. 

The bill would provide that Sister Berta (Bertha) Pfeiffer and Sister Elzbieta 
Zabinska shall be considered to have been lawfully admitted to the United States 
for permanent residence as of the date of their last entry, upon payment by them 
of the required head taxes and visa fees. It would also direct the Secretary of 
State to instruct the quota-control officer to deduct the required numbers from 
the appropriate immigration quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are Roman Catholic nuns, members of the Sodality of 
St. Peter Claver, and that they are presently residing at the home of their order 
in St. Paul, Minn. Sister Berta Pfeiffer is a native of Czechoslovakia, having 
been born on February 24, 1895, in Ottowitz, Bohemia, which at that time was 
part of the Austro-Hungarian Empire. She stated that it became a part of 
Czechoslovakia after World War I, at which time she became a citizen of that 
country. She also stated that her parents were forced to leave Czechoslovakia 
for Germany in 1946, and that she believes she lost her Czechoslovakian citizen- 
ship through action of the Republic of Czechoslovakia in August 1945, because 
she is of German descent. She now claims to be stateless. Coming from Italy, 
she entered the United States at the port of New York on July 23, 1947, when 
she was admitted as a temporary visitor for a period of 6 months under section 
3 (2) of the Immigration Act of 1924. She was granted an extension of her 
temporary stay until April 10, 1948, but her application for preexamination, 
submitted on February 11, 1948, was denied. On October 12, 1948, she applied 
for adjustment of her status under the Displaced Persons Act of 1948. This 
was denied, on the ground that she did not establish that she is unable to return 
to Italy, the country of her last residence, because of persecution, or fear of 
persecution, on account of race, religion, or political opinion. The alien stated 
that she left Czechoslovakia in October 1921, for Salzburg, Austria, to become 
a nun, and that she left Austria for Italy in 1929, where she remained until coming 
to this country. She further stated that she has been employed at the convent 
in St. Paul as a printing-press operator, and assisting with other missionary work. 
It appears that the nuns at the convent of the Sodality of St. Peter Claver are 
engaged in printing religious books for the natives of Africa and a monthly 
religious magazine. The alien’s mother, three brothers and a sister reside in 
Germany. 

Elzbieta Zabinska is a native and citizen of Poland, having been born in Bor- 
zyszkowa, Chojnice, Poland, on September 13, 1919. Coming from Argentina, 
she entered the United States at the port of Baltimore, Md., on November 12, 
1948, when she was admitted as a visitor until May 11, 1949, under section 3 (2) 
of the Immigration Act of 1924. She was granted one extension of her temporary 
stay until May 11,1950. Thealien stated that she lived in her birthplace until 1936, 
when she proceeded to Vienna, Austria, where she resided until September 1939, 
In 1939 she proceeded to Rome, Italy, where she remained until February 1947, 
at which time she went to Buenos Aires, Argentina. She is presently engaged in 
assisting in the print shop, and with other missionary work at the convent in 
St. Paul. Her mother resides in Poland. 

The quotas of Czechoslovakia and Poland, to which the aliens are chargeable, 
are oversubscribed for many years and immigration visas are not readily obtain- 
able. The record presents no facts, however, which would justify granting them 
exemptions from the requirements of the general immigration laws. 

Accordingly, the Department of Justiee is unable to recommend enactment of 
the bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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Senator Edward J. Thye, the author of the bill, has submitted the 
following information in connection with the case: 


UNITED STATES SENATE, 
Washington, D. C., Auqust 16, 1950, 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SEnatToR McCarran: I am glad to respond to your letter of August 14 
requesting information concerning the persons for whom relief is intended under 
S. 3933, which I have introduced. Since the bill affects two persons, I shall list 
the information for each one as follows: 

Sister Bertha Pfeiffer: (1) Arrived in United States, at New York, July 23, 1947, 
under Red Cross travel document, issued in Rome, June 10, 1947. (2) She is a 
sister of the Sodality of St. Peter Claver, and resides at the convent of that order 
in St. Paul. (3) She earns her living as a member of this order, and is head of its 
printing department. (4) She is not engaged in any activities injurious to the 
American public interest. (5) She has never been convicted of ar offense under 
State or Federal law. 

Sister Elzbieta Zabinska: (1) Arrived in the United States, at Baltimore, Md., 
November 12, 1948, under visitor’s visa which has been extended. (2) She is a 
sister of the Soedality of St. Peter Claver, and resides at the convent of that order 
in St. Paul. (3) She earns her living as a member of this order, and works in its 
printing department. (4) She is not engaged in any activities injurious to the 
American public interest. (5) She has never been convicted of an offense under 
State or Federal law. 

For the information of the committee I enclose copies of letters from Mr. Bruce 
M. Mohler of the National Catholic Welfare Conference and from Sister Hilde- 
garde, superior of the Missionary Sisters of St. Peter Claver, 123 West Isabel 
Street, St. Paul 7, Minn. 

In view of the fact that administrative relief to establish the immigration status 
of these worthy persons is not available. I respectfully urge the Committee on the 
Judiciary to give favorable consideration to 8. 3933. 

Sincerely yours, 
Epwarp J. Tuyr, 
United States Senator, 
NATIONAL CavrHoL_ic WELFARE CONFERENCE, 
Washington 5, D. C., July 17, 1950. 
Senator Epwarp J. Tuye, 
Senate Office Building, Washington, D. C. 

Deak Senator Tuyen: In accordance with your request for data concerning 
two members of the Sisters of St. Peter Claver, Sister Ruperta (Bertha Pfeiffer) 
and Sister Isabel (Elzbiete. Zabinska), we are now pleased to send you a letter 
regarding each received from Sister HilCegarce as superior of the Missionary 
Sisters of St. Peter Claver with acdress at 123 West Isabel Street, St. Paul 7 
Minn. 

As you no doubt already know, this community is doing marvelous work in 
support of the Catholic missionary activities in Africa devoting their special 
attention to the colored people inthat country. The headquarters in St. Paul has 
for vears been busily engeged in sending out brochures and printed matter which 
is of great value in missionary work. They are extremely devoted to the cause 
and we note from Sister Hilcegerce’s letter that both of these sisters in whom 
you expressed an interest are expert printers and that their presence in St. Paul is 
very necessary for the conduct of a splendid work which the Sodality of St. 
Peter Claver is performing. 

It might be well to add that Archbishop Murray is particularly interested in 
this group and hes so expressed himself on occasions in letters to our bureau; and 
furthermore that both of these sisters would be unable to return to the United 
States with quota visas due to the fact that the annual quotas for their respective 
countries of birth (Austria and Poland) are far oversubscribed. 

Hoping that your proposed bill will receive the attention in Congress which it 
deserves and grateful for your kind interest and courtesy, I remain, 

Very respectfully yours, 





Bruce M. Mou ter, 
Director, Bureau of Immigration. 
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Tue Sopauity or St. Perer CLAVER FOR THE AFRICAN MISSIONS, 
St. Paul 7, Minn., July 10, 1950. 
Mr. Bruce M. Mou_er, 
Director, National Catholic Welfare Conference 
Bureau of Immigration, Washington 5, D. C. 


Dear Mr. Monter: Mr. Louis A Villaume informed us today that you asked 
for details concerning Sister Elzbieta (Isabel) Zabinska. We can give you the 
following data: 

Her name is Elzbieta Zabinska. Since she was for some time in South America 
before coming to the United States, her name appears on some of her documents 
as Isabel. Her name in religion is Sister Bobola Zabinska. 

She was born at Boryszkowo, County Chojnice, Poland, on September 13, 1919. 

She arrived in the United States at Baltimore, Md., by Steamship Artillero 
(a freighter) on November 12, 1948. 

She was for some time in our convent in St. Louis, Mo., and is now here in 
St. Paul, Minn. 

She obtained her visitor’s visa at Buenos Aires, Argentina, on February 5, 1947, 
for 6 months and had it extended till May 11, 1950. We are now appealing for 
another extension of 6 months. 

We should appreciate it very much, if Sister Bobola would be allowed to stay 
with us. She is working in our printing shop, where we have in all but four sisters, 
one of whom will be transferred in a short time to one of our other convents. That 
would leave but three sisters. It is therefore, very necessary that Sister Bobola 
remains in order to keep our printing work going. Even with our four sisters at 
present, we are too short on workers. Sister Bobola is a very good and intelligent 
worker and does her work quickly. We should miss her very much and our work 
would suffer a great drawback, if she had to leave the country. 

We should be very grateful to you, if you could obtain for us the great favor, 
that we could keep Sister Bobola here. We also know, that she loves this country 
and that she would, if allowed to stay, apply for her citizenship as soon as the 
prescribed time would elapse. 

Yours very sincerely, 
SisTER HILDEGARDE, 
Missionary Sisters of St. Peter Claver. 





Tue Sopauity or St. Perer CLAVER FOR THE AFRICAN MISSIONS, 
St. Paul 7, Minn., July 10, 1950, 
Mr. Bruce M. Mouter, 
Director, National Catholic Welfare Conference, Bureau of Immigration, 
Washington 5, D. C. 

Dear Mr. Mouter: These are the data you are so kindly requesting concerning 
Sister Ruperta Pfeiffer. 

Her name in the world was: Bertha Pfeiffer, her name in religion is Sister 
Ruperta Pfeiffer. 

She was born in Ottowitz, Bohemia, at that time Austria, on February 24, 1895. 
With all the changes of government in that country and the vicissitudes our poor 
sisters had to go through in Europe during that time of terror, she was to her dis- 
tress declared a German citizen and as such she must now much against her will 
declare herself, according to the travel document and other documents made out 
for her. On account of those unfortunate facts, she is really without country. It 
was tried to procure a Bohemian passport for her, but it is absolutely not possible to 
get for her a recognition by her country government. 

Sister Ruperta arrived in the United States at New York, N. Y., by Steamship 
Marine Falcon, on July 23, 1947. 

She traveled on a Red Cross travel document, issued in Rome, Italy, on June 10, 
1947. 

In the United States Sister Ruperta lived in our convent in St. Paul, Minn. 

Sister Ruperta is an expert printer, and at the head of our printing department 
here in St. Paul. If she had to leave the country, we should have no other sister 
to take her place. Besides, we are very short on sisters in our printing department, 
and if she had to leave only three would be left, none of whom would be able to 
take over the direction of the printing plant. She is a very able and diligent 
worker. 
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If allowed to stay, Sister Rupeta would most willingly apply for her citizenship 
as soon as prescriptions would allow her, because she admires and loves this coun- 
try and its principles. 

We should be very grateful to you, if you could do anything in this matter, so 
that Sister Ruperta could stay and our society’s mission work would not suffer any 
damage from her being obliged to leave. 

Yours very sincerely, 
Sister H1LDEGARDE, 
Missionary Sisters of St. Peter Claver. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 470) should be enacted. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany 8S. 473] 


The Committee on the Judiciary, to which was referred the bill 
(S. 473) for the relief of Joseph Bernstein, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Joseph Bernstein. The bill provides for an 
appropriate quota deduction and for the payment of the required head 
tax and visa fee. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 36-year-old native of Rumania and a 
naturalized citizen of Palestine. He last entered the United States 
on October 18, 1947, as a visitor. For 12 years he was first violinist 
and soloist with the Palestinian Orchestra and was a member of the 
faculty of the Palestinian Conservatory of Music. Since his arrival 
in the United States he has given concerts in a number of cities in 
behalf of the United Jewish Appeal fund-raising drives. 

A letter dated August 25, 1949, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 301, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 

Washington, August 25, 1949. 
Hon. Par McCarran, 

Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice with respect to the bill (S. 301) for the relief of Joseph 
Bernstein, an alien. 

The bill would provide that Joseph Bernstein, presently residing in New York, 
shall be considered to have been lawfully admitted into the United States for 
permanent residence as of the date of his last entry into this country, upon pay- 
ment of the required head tax and visa fee. It would also direct the Secretary of 
State to instruct the quota-control officer to deduct one number from the appro- 
priate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Joseph Bernstein, who is single, was born in Rumania on August 17, 
1914, and is a naturalized citizen of Palestine. He entered the United States at the 
port of New York on October 18, 1947, when he was admitted as a temporary 
visitor for a period of 6 months. The period of stay was extended to April 30, 
1949. Prior to coming to this country, Mr. Bernstein resided for 12 years in 
Palestine where he was the first viclinist and soloist with the Palestinian Orchestra. 
He was also a member of the faculty of the Palestinian Conservatory of Music. 
Since coming to this country, he has given concerts in a number of cities in behalf 
of the United Jewish Appeal fund-raising drives. He also had a summer engage- 
ment to teach music at the Berkshire Music Festival at Tanglewood, Mass., and 
he gives private lessons to a few pupils. His earnings from all sources average 
about $200 a month. 

The quota for Rumania, to which the alien is chargeable, is oversubscribed and 
a visa is not readily obtainable, but the record fails to disclose sufficient reason 
to justify granting him a preference over other persons chargeable to the quota 
for Rumania. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Brien McMahon, the author of the bill, has submitted the 
following information in support of the bill: 


BENNETT, House & Couts, 
New York 5, N. Y., November 15, 1950. 
Hon. Brien McMauon, 
Norwalk, Conn. 


Dear Senator McManon: At the request of a number of Connecticut friends 
of Joseph Bernstein you introduced in the Senate in this Congress some time 
ago 8. 301. I know that the immigration staff there has done some work on it 
because Mr. Bernstein has been interviewed. There are two sets of facts, how- 
ever, that have never been brought to your attention. 

The first is that Mr. Bernstein if he had been familiar with our immigration 
laws when he left Tel Aviv in 1947 could have come in as a nonquota immigrant. 
He is one of the world’s most talented violinists and a concert violinist of the 
highest rank and taught the violin in Tel Aviv for some time. After he arrived 
in this country he was given a contract by the Julius Hartt School of Music of 
Hartford, Conn. I took the matter up for him with the United States Consul 
at Montreal. There was no objection made to the American contract but my 
attention was called to the fact that we needed proof of his teaching ability from 
abroad. We got an affidavit from the gentleman who had been director of the 
Palestine Conservatoire of Music in Jerusalem, Inc., but he is now in this country 
and no longer the head of that institution, and therefore that affidavit was not 
official. 

I wrote more than once to the registrar of the branch of the conservatory in 
Tel Aviv where Mr. Bernstein did the teaching but got no answer. It happens 
that I have four or five close friends who are members of the Knesset (Parliament) 
in Israel and one of them went personally to see the registrar. I enclose a copy of 
the letter he wrote me which shows that while Mr. Bernstein had the necessary 
experience as a professor in that school he is being and will be denied any proof 
from Israel because they will not do anything to assist a national of Israel to be- 
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come a citizen of another country. That is just the sort of situation that a con- 
gressional bill is designed to meet and I[ think that both vou and the experts will 
take that view of it now that it is being brought to your attention. Just at the 
moment the passage of the bill has become vitally important. Some ceaadie AZO 
the Sadlers Wells Ballet Co. came to the United States and commenced a tour with 
a group consisting of about 100 people, approximately half of whom were British 
subjects and the other half American citizens with the sole exception, as I under- 
stand it, of Mr. Bernstein with his Israel nationality. Mr. Bernstein was engaged 
for the most important managerial position, that of concert manager, in which he 
does two things: first, he handles all the details of each performanece—the dancers, 
for instance, get all their cues from him; second, when the premiere ballet dancer 
does her solo Mr. Bernstein is her only accompanist. The company goes into 
Canada twice, the first time leaving Chicago for Winnipeg on December 31 and 
the second time leaving White Plains, N. Y., for Toronto on January 15, 1951. 
This necessitates Mr. Bernstein, if he is to accompany the troup, going out 
United States twice and returning twice; the second time after the British 

of the group have left for England in the latter part of January 1951. Wt 
attention of the managers of the group was called some t 








of the 
nembders 
nen the 


ime ago to the fact that 


no difficulty was anticipated in getting the necessary exit permits from the 
Canadian authorities but that there would be considerable difficulty in getting 


action by our Government to permit Mr. Bernstein to come back from Canada the 
company endeavored to obtain a substitute for Mr. Bernstein for the ¢ 
trips, but without success. 

The introduction of 8S. 301 and Mr. Bernstein’s application to come in as a non- 
quota immigrant have put him in the class of those seeking permanent residence in 
this country and therefore further extensions of his visitor’s visa are impossible. 
On the other hand, he comes under the Rumanian quota, having been born in 
Bessarabia at a time when Bessarabia was a part of Rumania and the Rumanian 
quota is badly oversubscribed. Therefore, his only hope lies in the bill which you 
have introduced. The immigration experts of the Senate could better judge 
whether the phraseology of the bill is broad enough to cover this situation or 
whether an amendment is necessary. The Sadler’s We os sroup has caught the 
popular imagination wherever it has gone. Here in New York City it has played 
to capacity audiences in the Metropolitan Opera House for, I think, about 3 weeks 
and the company is going all over the United States as far west as San Francisco 
and having the same success everywhere. It would be a calamity to have tri- 


anadian 


umphal progress which is doing a good deal toward improving British and Ameri- 
can relations interfered with by something that can be avoided by the passage of 
the bill. 

Fortunately, the first exit from the United States will not be until December 31 
As so many people would like to see the bill pass, and as the consequence of its not 
passing would be distressing to so many, not only in the United States but in 
Canada and England, I hope it will be possible to get action. Of course, I shall 
come to Washington and meet anyone at any time to facilitate the passage of the 
bill. I might say that- the matter has been taken up with the immigration 
authorities who are extremely sympathetic but point out that the statutes being 
what they are there is nothing they can do. I had it up myself with the Acting 
Commissioner, Mr. Argyle R. Mackey, who had an investigation made by one of 
his principal assistants who reported to him that the law would not permit any 
action to be taken by either the immigration authorities or the State Department. 

Very truly yours, 
WiILurAM 8. BENNET. 
Stare or New York, 
County of New York, ss: 

Emil Hauser, being duly sworn, deposes and says: 

I am director of the Palestine Conservatoire of Music in Jerusalem, Inc. I 
founded same in 1933. It was thereafter incorporated and I have been connected 
with it ever since its organization and am at present the director. In the year 
1947 I held the same office. From the time of its organization to and including 
the year 1947, the said Conservatoire was the leading institution for the teaching 
of music in Palestine. It was located in Jerusalem and had a branch in Tel Aviv 
and its governmental head (with the title of patron) was the British High Com- 
missioner, Sir Arthur Vauchope. For 3 years preceding the time when he came to 
the United States, Joseph Bernstein (also spelled Berenstein) was a teacher of the 
faculty. At that time, the title ‘“‘professor’’ was not used in institutions of learn- 
ing in Palestine but Mr. Bernstein as a member of the faculty and because of his 
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teaching occupied a position which would be described in the United States in 
various places as professor. Mr. Bernstein because of his experience in connec- 
tion with quartet and orchestra playing and his learning in connection with violin 
pedagogy was a very successful teacher of the violin in the Conservatoire. I 
would recommend him .as such to any university, college, or conservatory of 
music desiring a very highly qualified teacher or instructor as a professor in 
violin playing. 


Emit HAvuseEr. 

Sworn to before me this 20th day of January 1949. 
Mary E. GEIGLE, 

Notary Public in the State of New York. 


Commission expires March 30, 1950. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 473) should be enacted. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
= the following 


REPORT 
[To accompany H. R. 599] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 599) conferring jurisdiction upon the United States District 
Court for the District of Delaware to hear, determine, and render 
judgment upon the claim of Alvin Smith, of New Castle, Del., arising 
out of the damage sustained by him as a result of the construction and 
maintenance of the New Castle United States Army Air Base, New 
Castle, Del., having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is that jurisdiction be con- 
ferred upon the United States District Court for the District of Dela- 
ware under section 1346, title 28, United States Code, upon the claim 
of Alvin Smith, of New Castle, Del., for damages arising out of prop- 
erty damages sustained by him as the direct result of the construction 
and maintenance of the New Castle United States Army Air Base, 
New Castle, Del. 


STATEMENT 


A similar bill was favorably reported and passed Congress during 
the Eighty-first Congress but was vetoed by the President. According 
to the House report on H. R. 599, the House Committee on the 
Judiciary has information that the objections of the President to the 
previous bill have been removed from the bill as now presented. 
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_The report of the Department of the Army relative to a similar 
bill states as follows: 


The evidence in this case fairly establishes that Mr. Smith has sustained some 
damage as a result of the construction and maintenance of the New Castle Army 
Air Base. In view, however, of the great difficulty, if not the impossibility, of 
determining satisfactorily from the evidence now before the Army the extent of 
such damage, it is recommended that jurisdiction be conferred on the United 
States District Court for the District of Delaware to hear, determine, and render 
judgment on Mr. Smith’s claim. 


After mature consideration of the facts as set forth in the Depart- 
ment of the Army report, which is hereto attached, the committee 
recommends favorable consideration of H. R. 599. 


DEPARTMENT OF THE ARMy, 
Washington, April 27, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CeLLER: The Department of the Army would have no objection 
to the enactment of H. R. 1022, Eighty-first Congress, a bill for the relief of 
Alvin Smith, if it should be amended as hereinafter recommended. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out 
of any money in the Treasury not otherwise appropriated, to Alvin Smith, New 
Castle, Del., the sum of $26,655. The payment of such sum shall be in full 
settlement of all claims against the United States arising out of the damages 
sustained by the said Alvin Smith as the direct result of the construction and 
maintenance of the New Castle United States Army Air Base, New Castle, Del.” 

A similar bill, H. R. 5234, for the relief of Alvin Smith, was introduced in the 
Eightieth Congress and referred to your committee. You requested the Depart- 
ment of the Army to submit a report on that bill, including an opinion as to the 
merits of the proposed legislation. On January 10, 1948, the Department of the 
Army, upon the evidence then of record, submitted to your committee a full 
report of the facts regarding the damages allegedly sustained by Mr. Smith on 
account of the construction and maintenance of the New Castle Army Air Base 
and advised that, in its opinion, the claimant had not suffered any damage as a 
result of the construction work at said base. 

The claimant contends that the New Castle Army Air Base, which was built 
in 1942, was so constructed as to change the grade of the land and thereby mate- 
rially increase the normal flow of surface water draining into Armstrong Creek; 
that said increased flow carries with it a large amount of sand and gravel which 
has filled said creek and thus deprived him of the normal flow of fresh water 
needed in the operation of his fish ponds; that this condition still exists; and that 
by reason thereof he has been extensively damaged. 

In April 1949 Mr. Smith filed a suit against the United States in the United 
States District Court for the District of Delaware (Alvin Smith v. United States, 
Civil Action No. 1212), under the provisions of the Federal Tort Claims Act 
(60 Stat. 843; 28 U. S. C. 931), as revised and codified by the act of June 25, 1948 
(62 Stat. 933; 28 U. S. C. 1346 (b)), and as amended by the act of April 25, 1949 
(Public Law 55, 81st Cong.), in which he prayed for a judgment in the amount 
of $25,430 for the damages allegedly sustained by him as the result of the con- 
struction and maintenance of the New Castle Army Air Base. The United States 
filed a motion to dismiss said suit on the ground that the court was without juris- 
diction to hear and determine the case. On March 13, 1950, the court rendered 
the following opinion sustaining the motion to dismiss: 

“The defendant in the case at bar has filed a motion to dismiss. The matter 
has been fully argued and counsel have filed their respective briefs. 

“After considering the cause of action set forth in the complaint and the time 
of the occurrences of the claimed damage, I have determined to grant the defend- 
ant’s motion to dismiss the complaint, but this is without prejudice to plaintiff 
to seek redress before other divisions of the United States Government. An 
ordered will be entered.” 

Thereafter and on the same date the court entered an order dismissing the 
plaintiff’s suit ‘‘without prejudice to plaintiff to seek his remedy before other 
divisions of the United States Government.” 
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In your letter requesting a report on H. R. 1022, Eighty-first Congress, you 
stated that ‘‘The committee has information that new evidence has been sub- 
mitted, therefore please render a new report.” 

Since the Department of the Army submitted its report to your committee 
on H. R. 5234, Eightieth Congress, and subsequent to the institution of the above- 
mentioned suit in court, Mr. Smith filed with the Department certain additional 
evidence in support of his claim. On October 28, 1949, Mr. Smith filed with the 
Department his undated affidavit, to which was attached an estimate of the cost 
of moving two buildings, now located adjacent to his fish ponds, to another place. 
On February 10, 1950, he filed with the Department his affidavit, dated February 
10, 1950, to which were attached eight exhibits, and the affidavit of Harold E. 
Tiffany, dated February 10, 1950. Copies of all the aforesaid papers are attached 
hereto. 

The evidence in this case fairly establishes that Mr. Smith has sustained some 
damage as a result of the construction and maintenance of the New Castle Army 
Air Base. In view, however, of the great difficulty, if not the impossibility, of 
determining satisfactorily from the evidence now before the Department of the 
Army the extent of such damage, it is recommended that jurisdiction be conferred 
on the United States District Court for the District of Delaware to hear, determine, 
and render judgment on Mr. Smith’s claim. 

The Department, therefore, would have no objection to the enactment of this 
bill if the title and text thereof should be amended to read as follows: 


“A BILL conferring jurisdiction upon the United States District Court for the District of Delaware to hear, 
determine, and render judgment upon the claim of Alvin Smith, of New Castle, Delaware, arising out 
of the damage sustained by him as a result of the construction and maintenance of the New Castle 
United States Army Air Base, New Castle, Delaware. 

‘Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the jurisdiction conferred upon the United 
States District Court for the District of Delaware by subsection (b) of section 
1346, title 28, United States Code, is hereby extended to a civil action, which may 
be commenced not later than one year after the enactment of this Act, asserting 
any claim or claims of Alvin Smith, of New Castle, Delaware, against the United 
States for money damages arising out of property damage sustained by him as a 
result of the construction and maintenance of the New Castle United States Army 
Air Base, New Castle, Delaware. Except as otherwise provided in this Act, all 
provisions of law applicable in and to such subsection, and applicable to judgments 
therein and appeals therefrom, are hereby made equally applicable in respect of 
the civil action authorized by this Act: Provided, however, That nothing in this Act 
does or shall constitute an admission of liability on the part of the Government of 
the United States of America.” 

It has been determined by the dismissal of Mr. Smith’s suit that he has no 
remedy under the Federal Tort Claims Act, as revised, codified, and amended, for 
the reason that his claim accrued prior to January 1, 1945. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Frank Pace, Jr., 
Secretary of the Army. 


O 
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[To accompany H, R. 1249] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1249) for the relief of La Fayette Brewery, Inc., having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $5,460 
to the La Fayette Brewery, Inc., of La Fayette, Ind., in full settlement 
of all claims against the United States for refund of the value of 63 
canceled internal revenue malt-liquor stamps valued at $4,165, and of 
24 uncanceled internal revenue malt-liquor stamps valued at $1,295, 
burglarized from the safe of the La Fayette Brewery, Inc., of La 
Fayette, Ind., January 28, 1944, which sum has heretofore been paid 
to the United States. 

STATEMENT 


A similar bill was reported and passed the Congress during the 
Eighty-first Congress but was vetoed by the President. In the 
President’s veto message, he stated: 


I believe that the claimant should be compensated in an amount equal to the 
value of stolen stamps earmarked for payment of the tax on fermented liquors 
distributed by pipeline, but I do not believe that there is any justification what- 
soever for the granting of an award covering the full value of all of the subject 
stamps which were stolen, as is proposed by the instant measure. 

The instant bill has been written to conform with the provisions of 
the President’s veto message. 

A statement of facts and other pertinent information appears in 
House Report No. 51 of the Eighty-second Congress on H. R. 1249, 
which is incorporated herein by reference. 


O 
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CAPT. MARCIANO O. GARCES 


MarcH 19 (legislative day, Marcu 16), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


> 


{To accompany H. R. 1682] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1682) for the relief of Capt. Marciano O. Garces, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $810 
to Capt. Marciano O. Garces in full settlement of all claims against 
the United States as reimbursement of money advanced on May 21, 
1942, to an officer of the United States Army for the purpose of hiring 
laborers to bring food to a Japanese prison camp for the use of Ameri- 
can and Filipino prisoners of war held therein. 


STATEMENT 


The facts are recited in detail in House Report No. 62 on the instant 
bill, which the committee adopts by reference. That report also sets 
forth the full text of a favorable recommendation by the Department 
of the Army. 

O 
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PETER E. KOLESNIKOFF 
MarcuH 19 (legislative day, MArcH 16), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany §, 953] 


The Committee on the Judiciary, to which was referred the bill 
(S. 953) for the relief of Peter E. Kolesnikoff, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike out the figure $1,000 and insert in lieu 
thereof the figure, $766. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $766 to Peter E. Kolesnikoff, of Chelmsford, Mass., in full 
settlement of all claims against the United States for the damage re- 
sulting from a collision on February 1, 1941, involving automobiles 
owned by the claimant Peter E. Kolesnikoff, and a United States 
Army truck on Route No. 110, at Westford, Mass. 


STATEMENT 


H. R. 1874, of the Eighty-first Congress, which involved persons 
in the same accident as the claimant, was approved by action of the 
full committee on August 14, 1950, and became Private Law 931 on 
September 6, 1950. 

It appears that on February 1, 1941, at about 5:20 p. m., a four-car 
collision occurred on Route 110, 1 mile south of the Chelmsford- 
Westford, Mass., town line. A 1%-ton Army dump truck crashed 
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into three civilian cars, viz, car A, a 1941 Plymouth sedan owned and 
operated by Peter E. Kolesnikoff, Chelmsford, Mass.; car B, a Pontiac 
sedan, owned by Charles Arthur Stewart and operated by John P. 
Carrigg, both of Lowell, Mass.; and car C, a Ford coach, owned by 
Stanley Thiffault and operated by Charles H. Sorenson, both of Bur- 
lington, Mass. The Army truck, operated by a soldier who had taken 
it without authority and for a personal mission, was proceeding west 
at a speed of 35 to 40 miles an hour with its left wheels on the wrong 
side of the center line of the highway. Cars A, B, and C were pro- 
ceeding east at a speed of about 30 to 35 miles an hour, closely grouped. 
The Army truck struck the left front of car A, sideswiped car B, and 
after colliding head-on with car C came to a stop. Car A, belonging 
to Mr. Kolesnikoff, was extensively damaged, and it appears that Mr. 
Kolesnikoff sustained bruises, for the treatment of which he incurred 
medica] expenses in the amount of $3. 

The Department of the Army in its report dated April 19, 1948, 
stated that the evidence in this case establishes that this accident 
and the resulting damages sustained by Peter E. Kolesnikoff were 
not caused by any fault or negligence on his part, but were caused 
solely by the negligence of the driver of the Army truck involved in 
said accident in operating his vehicle partly on the wrong side of the 
highway in the right-of-way of the oncoming civilian automobiles. 

sore the committee recommends favorable consideration to 
the bill. 


DEPARTMENT OF THE ARMy, 
Washington, D. C., April 19, 1948. 
Hon. Eart C. MiIcHENER, 
Chairman, Commitiee on the Judiciary, 
House of Representatives. 


Dear Mr. Micuener: Further reference is made to your letter enclosing a 
copy of H. R. 3359, Eightieth Congress, a bill for the relief of Peter E. Kolesnikoff, 
and requesting a report on the merits thereof. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay, 
out of any money in the Treasury not otherwise appropriated, to Peter E. 
Kolesnikoff, Chelmsford, Massachusetts, the sum of $1,000, in full satisfaction 
of his claim against the United States for the damage resulting from a collision, 
on February 1, 1941, involving automobiles owned by the claimant Peter E, 
Kolesnikoff and a United States Army truck, on Route Numbered 110, at West- 
ford, Massachusetts.” 

On February 1, 1941, at about 5:20 p. m., a four-car collision occurred on 
Route 110, 1 mile south of the Chelmsford-Westford, Mass., town line. A 1- 
ton Army dump truck crashed into three civilian cars, viz, car A, a 1941 Phymouth 
sedan owned and operated by Peter E. Kolesnikoff, Chelmsford, Mass.; car B, 
a Pontiac sedan, owned by Charles Arthur Stewart and operated by John P. 
Carrigg, both of Lowell, Mass.; and Car C, a Ford coach, owned by Stanley 
Thiffault and operated by Charles H. Sorenson, both of Burlington, Mass. The 
Army truck, operated by a soldier who had taken it without authority and for a 
personal mission, was proceeding west at a speed of 35 to 40 miles an hour with 
its left wheels on the wrong side of the center line of the highway. Cars A, B, 
and C were proceeding east at a speed of about 30 to 35 miles an hour, closely 
grouped. The Army truck struck the left front of car A, sideswiped car B, and 
after colliding head-on with car C came to a stop. Car A, belonging to Mr 
Kolesnikoff, was extensively damaged, and it appears that Mr. Kolesnikoff 
sustained bruises, for the treatment of which he incurred medical expenses in 
the amount of $3. 

In a statement dated January 19, 1948, Raymond T. Osborn, proprietor of 
Osborn Motors, 59 Central Square, Chelmsford, Mass., said that Mr. Kolesni- 
koff’s automobile, which was damaged in this accident, had been sold to him for 
the price of $838; that it was 2 months old when damaged; and that when Mr. 
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Kolesnikoff traded it in on a new car he was allowed $125 for it It, therefore, 
appears that the claimant sustained a net loss of $713 on accou f the damage 
to his automobile. 

In an affidavit executed on January 20, 1948, Mr. Kolesni t stated: 


‘* * * My left side was bruised and I ree treatment from Dr. Dur- 
stoff, of Chelmsford, Mass. The doctor tape und I kept ti e 
for about 10 days. I lost no time from work. r’s fee amount $3.” 





The reeords of the Department of the Army show that the enlisted man who wa 


driving the Army vehicle at the time of this acci had taken such vehiele fro1 
a motor pool at Fort Devens, Mass., and off the military reservation \ 
authority and for a personal mission of his ow He was charged by the ci 
authorities with operating said vehicle on Februar « 4 e under the 
influence of liquor and was convicted of such charge in a civil court at Ay 


Mass., on February 3, 1941, and was sentenced to serve 4 months in the House of 























Correction at Billerica, Mass. By reason of his conviction i ( yurt t 
soldier was discharged from the A on Mar 17, 1941 

lhe evidence in this case establishes that this accid and tt tir i 
sustained by Peter KE. Kolesnikoff were not caused | Vy any fault I FLIgence 
his part, but were caused solely by the negligence of the driver of the Army t1 
involved in said accident in operating his vehicle partly o1 
highway in the right-of-way of the oncoming civilian aut Since, how- 
ever, the evidewce al y shows that at the time of th accid the dri r of t 
Army vehicle was using such vehicle without autho nd Lp 
of his own, there is no obligation on the part of the I i co nsa 
Mr. Kolesnikoff for the damages sustained by him. The Department of the Ar 
therefore, refrains from making any recommendation either f or against th 
enactment of H. R. 3359, but prefers to leave the rite e! f ould 
be granted in this case to the eq ble determinatio | 
light of the facts and circumstances the C 
this bill a meritorious one, the Departn ld ( ( 
ment provided it should be ameneed to award to the ¢ 
exceeding $766 ($713 for damage to automobile; $3 for 
i 1; and $50 for personal injury), which, it 

tre mal ettlement fo ll of the dama susta . 
seca 
bill is favorably ec { ipbvi Col i t 
text thereof be amended to re 
Bi f icled bh the S ’ , H S¢ f PR f 
America tn Congress asseml That the Secretary of t ' 
hereby, authorized and directed pay, out of a ! ey int ry 
otherwise appropriated, to Peter k:. Kolesnikoff, of Chelmsfor \ l ; 
the sum of $766, in full settle: ! of ail claims aga \ é e 
damages ained by | as the result of recide vo \ 
which occurred on Route Numt l rt W ( \I ~ | . 
ruary 1, 1941: P é That yart of the a t ay 1 \ 
exces of ! be Dp I 
agen I rvices rend oO { 
and the ~ V ( mY? ( 
Any pers s of \ct shall i i - 
demeanor er sha fined i eX ling 
31,000. 

The claimant has no remedy under t I Tort ¢ (ct (60 Stat. 842 
28 U.S. C. 921) for the reasons (1) that tl accident out of I i i 
occurred prior to January 1, 1945, and (2) that the driver of 1 Army vel 
which caused the accident was a 5 W n th ype of ple ent at 
the time said accident occurred. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
K { Roy I 
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AFFIDAVIT 


Company A, First ENGINEER Barra.ion, 


Fort Devens, Mass., February 7, 1941. 
SraTe oF MASSACHUSETTS 


County of Worcester: 


Personally before me, the undersigned, authorized by law to administer oaths 
in cases of this character, appeared one, Mr. Peter E. Kolesnikoff, 291 Chelmsford 
Street, Chelmsford, Mass. 

On February 1, 1941, while traveling on Route 110 toward Chelmsford, from 
Littleton in the town of Westford, my car was struck and badly damaged by an 
Army truck W-322164. At the time of the accident my car was traveling approx- 
imately 35 miles per hour. 

I first noticed the truck coming toward me when it was about 500 feet in front 
of me and in the middle of the road. I was driving as far toward the right as the 
plowed snow would allow me, but the truck seemed to be coming closer toward 
our side and the next thing we knew the truck had hit our car on our left. With 
the impact the front wheels of my car locked and we swerved sharply to the left, 
across the road and into the field on the opposite side. 

The itemized bill attached to this report is proof of damage to a new car; 
amount $350. 

Further the deponent sayeth not. . 

Peter E. Ko.Lesnikorr, 
291 Chelmsford Street, Chelmsford, Mass. 


Sworn to and subscribed by me this 7th day of February 1941. 


Frank G. HuBBARD, 
Second Lieutenant, First Engineer Batallion, ° 
Investigating Officer. 





CHELMSFORD, Mass., February 7, 1941. 
To Mr. Peter Kolesnikoff: 


tAy’s SERVICE STATION 


ane See PO Te) 6 ce ete. nce mnaussaseus $11. 79 
TN ee ee ou re i) eee 
ee en ee ee aah enum ween 7. 69 
1 bumper bar (front See EA nk Sank ewig iets ca a aS nee 5. 90 
1 bumper bracket (front) NOR eae pte or eee ot ws Bee 3. 49 
1 radiator shell (prime : ee ieee os - Fae blk ea kes 13. 89 
2 shell center moulding (top and bottom)__._............-.---------- Lae 
1 number plate holder (front)___....__....------- cd wane een eo . ol 
1 left lower hood panel (prime) - pete ee ee Sekt ii chk ee 4. 69 
1 left fender shield aE a a ih ee nt he keh iss aa 2.13 
1 left fender shield (lower ; aoe Ct cag he 1. 53 
1 left headlamp, complete , aie 10. 16 
1 right headlamp (without retainer). ; : Jk 9. 54 
2 hub caps ; : ‘ be deakas acm eh ce 2. 56 
re em NOTIN en ee te kitce Ua ewan’ Bs 6. 92 
Fender well for 3 fenders f . Sete 1. 80 
1 left front fender brace holder__- Sag . 62 
1 radiator = , . 30. 24 
1 radiator support assembly __- ; ; 5 Pal Sh eS 4. 31 
1 wheel (prime) : Coie 6. 08 
1 bearing nut int ee 
1 thrust bearing washer _ : ~~ ; . 06 
1 drum and hub ; 6. 84 
Inner bearing cone rollers ; 4. 05 
1 hub dust seal a . 36 
Left king pin and bushings ats tie 1. O04 
1 left front wheel brake support assembly ___- ; 2.15 
1 steering knuckle arm a ‘ 1. 80 
1 left tie rod assembly 5. 13 


1 lower control arm with bushing and pin right__.......-.---- 6. 67 
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Ray’s Service Station—Continued 


or 


ee ot enna ta benwn ahawsnmacedicsesescwes $1. 90 
ek wwnidda canta aanansewnmwe 14. 86 
Se en IRI SO nn oe ece resem ccesmoceeucs 1. 73 
oo i aeons mcmama nana n= sg ae aes 4. 36 
pe ee er CONDE ARUN Sn cee wcceneewecsscccenns 1. 28 
NNT i naaéddncdasnewcncnecnaccee . 42 
1 lower control arm and spring seat assembly rer Picts aarn aa 4. 60 
Dae een Omen GUMIGNOE OFM TM ng 8 en nee ene nee 1. 79 
2 left front lower control arm bushings--_------------- seat . 82 
ES eee alte ek tec . 62 
SE a ee ee ae ceeie: eee 
Ce nn nee ended acnawamawwome 5. 12 
preeenners Wer SOAS INNO CODE. 8 <n eect w enn senencns 10. 00 
Straighten and refinish left cowl panel___.-----.--_.------------ i 8. 00 
Straighten and refinish rear portion body--------------- See 8. 00 
Straighten left front body post_.----..----------- E eri ett 4. 00 
Straighten and refinish left front body panel Bi aS Spins etd ded Seren 8. 00 
Straighten left frame member--_-----..-.--------- ; spel tal Sie peattahe 10. 00 
Straighten front cross member- -_------------------ ee od, 
Straighten running board support___..--------------- Satna ciao atte 2. 00 
Refinish new left front fender. _--------- ee Nae eet a kame 6. 00 
Refinish new right front fender-_------- era aka sii sia sok it Salen enoe aloes 6. 00 
Refinish new left rear fender___----------_--- ee aie soko Saad 6. 00 
meGnion Tew radistor shell__.......................-- Bete ei 6. 00 
Neen ee ee a ceites lal were. higv nein ai averse ca ier cinsimnas 9. 50 
Disassemble and assemble parts. _------------------- Selanne: ae 
cgi wea mee bknencmaimiawediccien . 50 

NN he ea ea a vawknnen es ey Gea toure 336. 63 


Approximate estimate of repair to 1940 Plymouth Road King two-door sed 
registration No. 80188; unforeseen items not included. 
I certify that to the best of my knowledge this estimate is correct. 


O 


(Signed by repairman.) 


an, 
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HARRY C. GOAKES 


Marcu 19 (legislative day, Marcu 16), 1951.—Ordered to be printed 


AY 


My. McCarran, from the Committee on the Judiciary, submitted 
- the following 


+ REPORT 


- 


[To accompany H. R. 1822] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1822) for the relief of Harry C. Goakes, having considered the 
same, reports favorably thereon, with an amendment, and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike the figure $3,194.61” and insert in lieu 
thereof ‘‘$208.11”’. 
PURPOSE 


The purpose of the proposed legislation is to pay the sum of $3,194.61 
to Harry C. Goakes, Los Angeles, Calif., in full settlement of all claims 
against the United States arising out of the loss of personal property 
owned by him when the vessel Rio de la Plata sank off the coast of 
Mexico in August 1944. The purpose of the amendment is contained 
in the statement following. 


STATEMENT 


Mr. Goakes began his duties with the Civil Aeronautics Adminis- 
tration on July 5, 1941. His official station from February 1, 1944, 
to November 17, 1946, was Lima, Peru. At the time of his transfer 
to Lima, the Government shipped a part of Mr. Goakes’ household 
furnishings from Washington, D. C., to Lima. Part of his furniture 
and his automobile were later stored in California. 

In the summer of 1944, Mr. Goakes had his automobile and furni- 
ture shipped to him. Since he was then in Lima, it was necessary for 
him to have his mother, who was in California, initiate the shipment. 
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Because of wartime conditions, the automobile and furniture had 
to be shipped via the Rio de la Plata, an Argentine vessel, leased by 
W. R. Grace Co., but operated by an Argentine crew. Because of 
the fact that the ‘shipment was to be made on an Argentine vessel 
the property could only be insured for $1,000. 

In a memorandum of a Los Angeles law firm appearing in the House 
report on this bill it is pointed out that it would be a waste of time and 
money for Mr. Goakes to pursue his claim for the value of his cargo 
against the shipper Mr. Goakes did seek the return of the shipping 
from the Grace Line, but was unsuccessful. 

The instant bill as it passed the House of Representatives would 
reimburse Mr. Goakes in an amount equal to the value of the property 
lost ($3,560) plus the shipping charges ($634.61), less the $1, 000 
insurance allowed 

The committee feel that the amount allotted in the bill is excessive 
and should be reduced to reflect an award of the shipping charges for 
which Mr. Goakes could have been reimbursed if the goods had reached 
their destination. 

In considering this claim, the committee is aware of the limitations 
on Mr. Goakes in his selection of shipping facilities and of his natural 
desire to have his possessions with him at his station. However, as 
pointed out in the report of the Department of Commerce which is 
appended, the Government does not normally assume responsibility 
for goods ‘shipped privately by its employees abroad. Nor does the 
committee find any evidence that the claimant sought Government 
transportation for his goods and was unable to receive Government 
transportation for them. The Department also states, though, that 
had the shipment arrived at its destination, the claimant would have 
been entitled to reimbursement for the cost of shipping the household 
goods under Executive Order 8588 (automobiles are expressly excluded 
under this order). 

Therefore, the committee is of the opinion that Mr. Goakes should 
be reimbursed only for that portion of his shipping charges which he 
could have recovered if the shipment had arrived at its destination. 
This is the same recommendation which the committee made in the 
Eighty-first Congress on a similar bill. That recommendation was 
adopted unanimously by the Senate. 

The Department of Commerce would have no objection to the 
enactment of this bill. 

Attached hereto and made a part of this report is the report of the 
Department of Commerce submitted in connection with the bill 
introduced in the Eighty-first Congress. 


DEPARTMENT OF COMMERCE, 
Washington, March 27, 1950. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: The attached report of the Department of Commerce 
is transmitted in accordance with your request for our comments on H. R. 3007, 
a bill for the relief of Harry C. Goakes. 

I am advised by the Bureau of the Budget that there would be no objection to 
the presentation to the Congress of this report. 

Sincerely yours, 
C. V. Wuirtney, 
Acting Secretary of Commerce. 
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REPORT OF THE DEPARTMENT OF COMMERCE ON H. R. 3007 FOR THE RELIEF OF 
H. C. GOAKES 


This bill would authorize the payment to Harry C. Goakes the sum of $3,194.61 
in settlement of his claim against the United States arising out of the loss of 
personal property owned by him when the vessel Rio de la Plata sank off the 
coast of Mexico in August 1944. 

The personnel files of the Civil Aeronautics Administration indicate that Mr. 
Goakes entered on his duties with the Administration on July 5, 1941, and that 
his official station was Lima, Peru, from February 1, 1944, to November 17, 1946. 
At the time of his transfer, the Government shipped a part of Mr. Goakes’ house- 
hold furnishings from Washington, D. C., to Lima, Peru, travel order No. A—438. 
Our records indicate that he made no effort at that time to have shipped to his 
new station the remainder of his furniture or his automobile, which were stored 
in California. 

In the summer of 1944, Mr. Goakes apparently found it necessary to have the 
automobile and the remainder of his household articles shipped from California 
to Lima, Peru. Since he was then in Lima, it was necessary from him to have 
his mother who was in California, initiate the shipment. The household articles 
and the automobile were shipped on an Argentine vessel, he Rio de la Plata 
which had been leased to W. R. Grace & C 0., but was operated by an Argentine 
crew. Because of wartime conditions, the Rio de la Plata was the only available 
vessel. We understand that because this shipment was made on an Argentine 
vessel the maximum amount for which this property could be insured was $1,000. 
The freight charge covering the shipment was $634.61. The ship was & 
total loss = 1en the steamship burned and sank at sea off Acapulco, Mexico, 
on August 18, 1944. Mr. Goakes’ request of the W. R. Grace Line for a refund 
of the freight charge has been refused. The subject bill for relief would reim- 
burse Mr. Goakes in an amount equal to the value of the property lost ($3,560) 
plus the shipping charges ($634.61), less the $1,000 insurance allowed, or a total 
of $3,194.61. 

Payment by the Government for loss or damage to persona! property belongir 
to officers and employees of the Government and occurring inci hei 
service, including the cost of transportation thereof upon change of station, is 
net unusual. For example, by the enactment of the Military Personnel Claim 
Act of 1945, approved May 21, 1945 (Public Law 67, 79th Cong.), the Congress 














authorized the payment of claims of military personnel and civilian employees 
of the War Department for loss or damage to personal property oce x incident 
to their service, ee compensation for loss or damage to | rty being 
transported by the Government upon an official change of station. 


In the case at hand, however, attention is invited to the fact ths 
shipment was not shipped by the Government but by the claimant’s mot 
a shipper of Mr. Goakes’ own selection, it was partially insured, the 
was at the expense of the re and the Government did not ex 

control over the shipment. The Government does not normally 
sibility for goods shipped privately by its employees abroad. 

If the shipment had arrived safely in Lima, Mr. Goakes would hav 
entitled to reimbursement by the Government of a part of the transportation 
cost pursuant to Executive Order 8588, provided he had otherwise complied with 
the requirements of the order. he order authorizes the Government to reim- 
burse its employees for the cost of shipping household goods upon a permanent 
change of station. (Since automobiles are expressly excluded by the order, Mr 
Goakes could not have been reimbursed the portion of the shipping cost coverins 
his 1939 Cadillac sedan.) However, since the shipment did not arrive at its 
destination, Mr. Goakes has no legal claim under the Executive order for a 
portion of the shipping cost 

The facts clearly indicate that there is no legal basis to substantiate Mr. Goakes’ 
claim against the Government. There are other factors, however, which the 
committee might bear in mind when considering this legislation. It should be 
noted that the loss was not incurred as a result of anv negligence on the part of 
claimant. Further, it should be noted that Mr. Goakes was transferred to a 
foreign station for the convenience of the Government during wartime when 
shipping was undoubtedly precarious and at a time when such assignments were 
very costly to personnel so transferred, particularly in view of the fact that at that 
time the Civil Aeronautics Administration was not authorized to reimburse em- 
ployees for the cost of transporting their families to new stations. It cost Mr. 
Goakes approximately $1,000 to have his family transported to Lima, Peru. In 
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addition, the loss of the subject shipment was particularly severe since it was 
necessary for Mr. Goakes to replace the items lost at the prevailing Peruvian 
prices which were nearly double the prices in the United States. These factors 
would indicate that there is some merit in Mr. Goakes’ claim. 

The above considered, the Department of Commerce is of the opinion that there 
is an equitable basis for Mr. Goakes’ claim and would have no objection to favor- 
able action thereon, provided an amount equal to the 1944 value of the claimant’s 
car and the cost of shipping the same were deducted from the proposed award 
since, as indicated above, the Government under no circumstances would have 
borne the cost of transporting such an item incident to the subject change-of- 
station. 

I am advised by the Bureau of the Budget that there would be no objection 
to the presentation to the Congress of this report. 


O 
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ROSE A. MONGRAIN 


._ Marcu 19 (legislative day, MArcH 16), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 857} 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 857) for the relief of Mrs. Rose A. Mongrain, having considered 
the same, reports favorably thereon, with amendments, and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof 
the following: 


That notwithstanding the lapse of time or any statute of limitations, or any 
limitation upon the jurisdiction of United States district courts to hear, determine, 
and render judgment upon tort claims against the United States which accrue 
prior to January 1, 1945, suit may be instituted at any time within one year from 
the date of enactment of this Act, in accordance with the provisions of law appli- 
cable in the case of tort claims against the United States, on the claim of Mrs. 
Rose A. Mongrain, of Lowell, Massachusetts, against the United States arising as 
a result of personal injuries sustained by her on June 15, 1944, when she fell on 
the floor of the lobby of the main post office building in Lowell, Massachusetts: 
Provided, however, That nothing contained in this Act shall be construed as an 
inference of liability on the part of the United States Government. 


The title is amended to read as follows: 


A bill permitting suit to be brought on the claim of Mrs. Rose A. Mongrain 
against the United States. 


PURPOSE 
The purpose of the proposed legislation is to pay the sum of $2,540.05 


to Mrs. Rose A. Mongrain, of Lowell, Mass., in full settlement of all 
claims against the United States on account of personal injuries sus- 
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tained by her on June 15, 1944, when she slipped and fell on the floor 

of the vestibule of the main post office building at Lowell, Mass. 
The purpose of the proposed amendment is to allow Mrs. Mongrain 

to prosecute her claim in court under the Federal Tort Claims Act. 


STATEMENT 


On June 15, 1944, an unidentified person dropped a bottle of some 
kind of liquid in the front vestibule of the post office at Lowell, Mass. 
Due to the fact that the liquid was spreading out on the floor, an 
employee was called to clean the floor. Mrs. Mongrain, who was in 
the post office on business, left the money-order window and 
approached the nearest doorway leading from the main lobby into 
the vestibule. At this point, it is not clear from the record whether 
the custodial employee reached the scene and was engaged in mopping 
up the liquid at the time that Mrs. Mongrain entered the vestibule. 
Claimant’s statement indicates that he was. The postal inspector’s 
report, based on the affidavit of a clerk in the post office, indicates 
that he was not. The House report adopted claimant’s statement. 
In any event, Mrs. Mongrain proceeded to go out the nearest door 
into the vestibule where she slipped on the liquid dropped by the 
unidentified patron. As a result of her fall she suffered a lumbrosacral 
sprain, a thoraco-lumbar sprain, and hematoma of both knees which 
resulted in her being hospitalized for 44 days. 

Some time after the accident, Mrs. Mongrain, through her attorney, 
filed a claim for $3,940.05 against the Government, which was dis- 
allowed in 1946 on the grounds that the evidence did not establish 
the responsibility of the Government. 

The sketch referred to in the postal inspector’s report reveals that 
there were several windows as close or closer than the general delivery 
window where the clerk who submitted the affidavit was stationed. 
No statements of the clerks at these windows have been submitted 
to the committee. Also an examination of the file fails to resolve 
the dispute as to the position of the custodian at the time of the 
accident. Nor does the file contain a statement from the custodian. 

The committee has before it an allegation of negligence on the part 
of the postal service in Lowell, Mass., “and an allegation by the postal 
department of contributory negligence on the part of the claimant. 
The committee does not feel that it can decide the claim favorably or 
unfavorably without the submission of additional evidence. Nor does 
the committee feel that it has available to it the facilfties which a 
Federal district court has to determine the issues of negligence and 
contributory negligence. Therefore, the committee recommends that 
this bill be amended so as to allow Mrs. Mongrain to prosecute her 
claim against the Government under the Federal Tort Claims Act. 

The committee wishes to point out that a similar recommendation 
was made to the Senate by the committee in the Eighty-first Congress 
and that the bill, as amended in the committee, passed the Senate on 
June 8, 1950. 

The Postmaster General recommends that the bill in its original 
form be not favorably considered. 

Attached hereto and made a part of this report are the letter of the 
Postmaster General to the Committee on the Judiciary of the House 
of Representatives and the report of the postal inspector. 
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OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., August 4, 1948. 
Hon. Earu C. MicwENeER, 
Chairman, Commiitee on the Judiciary, 
House of Representatives. 

DEAR CONGRESSMAN: Complying with the request of your committee dated 
March 12, I transmit for consideration with H. R. 5769 eonies of all papers it 
the files of this Department relating to the claim of Mrs. Rose A. Mongrain, of 
Lowell, Mass., who seeks compensation in the amount of $3,940.05 for injuries 
received on June 15, 1944, when she fell in the lobby of the main post-office build- 
ing at Lowell. 


The investigation of this accident disclosed that an un ntifie natre dropped 
a bottle containing some kind of liquid on the lobby floor and th: t patron called 
the attention of one of the clerks in the office to t Fx at the ] lid . 
spreading out on the floor. This clerk immediately ins ected a cust em- 


ployee to remove the liquid and such employee i ediat responded t ut 
direction. While the custodial employee was moppin p th quid o1 1 
Mrs. Mongrain, who had transacted business in the post office and was about to 


leave same, approached the seene of the mopping eration so closely that she 
slipped and fell. Although Mrs. Mongrain concluded that the custod plovee 
was washing the floor, her conclusion was incorrect. On the other hand, sit 
she admitted seeing the man with a mop and pail workir m the flo 


can be no reasonable excuse for her going so close to him that she ste 
liquid which he was removing from the floor. 





Mrs. Mongrain presented a claim against the Government, whit s disa 1 
in January 1946 on the grounds that the evidence did not « iblish the respon- 
sibility of the Government. 

I recommend that the pending bill be not favorably consideré 

This Department has been advised by the Bureau of the Budget 1 
have no objection to the submission of this report to the cor ittee. 


Sincerely yours, 


Case No. 69663-—-M., 
Post Orrick DEPARTM 


BUREAU OF THE CHI [INSPECTOI 


Lowell, Mass.: Injuries to Mrs. Rose Mongrain of 432 Sufi Street, sustained 
by fall in the lobby of the post office building on J 9, 1944 
INSPECTOR IN CHARGE, 
Boston. Mass.: 





1. This case is returned with report of personal att n at Lowell, Mass., on 
several dates beginning with September 26 and ending September 30, 1945. It 
relates to a claim for personal! inj iries and ISS Of CEMPioy! nt stained by Mr 
Rose A. Mongrain, age 47, of 432 Suffolk Street, Li Mas is a 1 
fall in the vestibule of the lobby of the Fede ral B 1] it LI ! t ome it 


Lowell. Mass.. on Ju we 15 1944, The claimant I as subr { | 
$3,940.05, on Form 28, herewith, through her attorney, Hon. Arthur L. Eno 
Lowell, Mass. 








2. On September 27, 1945, Mrs. Rose A. ( rai ’ ‘ 1 at 32 
Suffolk Street, Lowell, Mass., her place of ess and pre . Lhe 
claimant is the proprietor of the Rose Beauty Shoppe. - At that time she iS 
dressed in her uniform and was located in the beauty salon, in the fro part of 
the building. She was apparently carrying on her business then. After some 
conversation, Mrs. Mongrain accompanied I to the Federal Building where she 
indicated the spot in the lobby of the vestibule where s} f J 15, 1944. 
Later, she walked upstairs to the office of the post office ins or on the ( i 
floor. where. after some ft - conversation regardi c t} Lee ly t. Sf } 
an affidavit which is herewith. It is not believed necessary to ote her 
as it is substantially in agreement with that of Mr. James L. O'Dea. an emy 
of the post office at Lowell, Mass... who witnessed the accident. Mrs. M 
came to this office again on September 29, 1945, with her husband to present her 
completed claim. On that date she again walked upstairs to the office without 
any apparent effort or i jury. On one other occasior wih I was abs | 


Lowell, Irs. Mongrain came to the post office to dise her injurv and on that 
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occasion, also, she walked upstairs. In my opinion, this claimant has fully 
recovered from any injuries sustained by her fall on June 15, 1944 

3. The affidavit of Clerk James L. O’Dea, herewith, indicates that he was on 
duty in the general delivery section on June 15, 1944. The window to this 
section is almost in front of the vestibule door leading into the main lobby of 


the building. Persons entering and leaving the lobby via the vestibule can be 
plainly seen from the general delivery window as the distance is about 15 feet. 


Clerk O'Dea states that shortly before noon some patron directed his attention 
to the fact that someone had dropped a bottle of some kind of liquid in the front 





vestibule and that the floor was wet. Realizing that this was a menace to the 
Saiety of patrons and et iplovees, Mr. O'Dea called for a custo employe to 
clean the floor. In the meantime he had left his window, entered the lobby, and 
approached the spot. Before he reached it and before the custodial employee 
arrived, a woman started to leave the lobbv, via the vestibule, near where he 
was standing, when she slipped on the vestibule floor and fell Mr. 0’ Dea indi- 
( 1 that the sp here th uid had been spilled was just inside the vestibule 
door The door leading from the lobbv to the vestibule swings outward and the 


danger spot would not be visible to a person leaving the lobby until he had stepped 








on if M1 O’ Dea states that he could not see how this woman could have avoided 
falil on the lipp ry vestibul ioor It has been ascertained that the bottle 
whic! va iroppt 1 in the vestibule by son patron was a pint of j ecticide 
called Black Fly. The broken bottle was found later by Custodial Employee 
Dani Donn behind o of the granite columns on the front steps Thi 
liquid oloriess and oily and a place about 3 or 4 feet s tre in the 
vestil ( is cl i rv and dang rous | y the contents. 











his bill It is as follows: Lumbosacral sprain, thoracolumbar sprain; hematoma 
of bot! associated condition, menopause, and nervous exhaustion. Dr 
Sicard submitted a bill to the claimant in the amount of $250, covering attentior 
\ hi sl was hos} itali a fron Ju lé 16 to Jul 20. 1944 ott treatments 
consisti f bakes and massages on 55 occasions. 

7. St. Joseph’s Hospital, Lowell, Mass., has presented the claimant of 
$240.70 which is herewith, covering hos} italization for 44 days at $5 per day 
laboratory fees, $7.50: X-rav service, $10: and medication, $3.20. 


8. A transcript of the hospital record has been obtained and is herewith. 


Physical examination at the time of admission to the hospital shows: Large 





hematoma of right gluteal area: hematoma of thoracolumbar area, extendin 
between scapuli and between third and eighth ribs on both sides; marked tender- 
ness over entire spine and also over sacroiliac joints; motion in any direction 


impossible due to extreme pain and tenderness; motion of spine limited in any 


plane; and superficial abrasions and lacerations over back, knees, and gluteal 
areas. ‘Treatment prescribed consisted of medication and X-rays. The X-ray 


report indicated that the portion of the spine in question as well as the pelvis 


were normal in all respects. The condition of the claimant at time of discharge 
indicated marked tenderness in the thoracolumbar and sacroiliac areas; that 
notion of the spine was limited to 50 percent and that the patient was unable 
to raise her arms more than 45 degrees. Patient was discharged with the under- 
standing that she was to continue treatment at home and to return for check-up 
in 2 weeks. There is no evidence that she did return to the hospital for check-up. 
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9. Dr. Sicard prescribed a special kind of corset for the 
submitted bills for two such corsets amounting to $24, from t 
Co., Lowell, Mass. She also submitted bills for prescri 














) ney; p 
cian which were filled as follows: Liggett Drug Co., Lowe {80: I 
Bailly, registered pharmacist, Lowell, Mass., $20.55. 

10. The elaim for loss of wages, $50 per week for 68 weeks, amounti 
$3,400, is considered unreasonable. This claim is based on the claimant’s st - 
ment that prior to the accident she was able to give all sorts of beauty trea 
as an operator in her own salon, and that she frequently earned in excess of $50 
per week. This was in addition to revenue derived from the wages of one ot}! 
operator and one apprentice operator. She claims that ce the accident 
been unable to perform the duties of an operator. 

11. In answer to my inquiry of September 29, 1945, Mr. Edward D 
secretary, Department of Industrial Accidents, for the Co nwealt qr M 
chusetts, advised on October 9, 1945, that Mrs. M« 
or received payment for loss of wages resulting fro 

LZ. The post office delivery recor is at Li wi ' \ Las it i th 
business of the claimant was closed for 1 week following t iccident Ss 
time the business of the claimant has been carried on by he r, an ex] 
operator, and one apprentice operator. It appea 
have taken care of such business as has been attra 
accident and that the only joss to the business which 
was that sustained during a week of closing. The cla 
$50 per week. I am satisfied that the claimant ha I 
shop and give her business her personal attention sit r ret 
hospital on July 29, 1944. I have no reason to doubt her 
not now give beauty treatments, personally This i ised 
that business has been very poor and that her one experi ed ri 
apprentice operator can accommodate all beauty pati ( 

In addition to her business as a be: Mrs. M 
supply business with her husband, in lam s 
most of the duties connected with t USE 

13. I am satisfied that the claima se did sufl 
ment property at Lowell, Mass., on J 1944, 
part. This injury was doubtless painful but did 1 I 
jury. It necessitated hospitalization for 44 days. T 
other symptoms of the claimant are, in my opinion, : 
and possibly with previous abdominal operations menti fin 1 
hospital. Her physician certifies that associated 
nervousness and this appears to support my contentior TI ri 
expense to which the claimant was put as a result of thé a] ir to | 
reasonable and it will be recommended that she be a ved l 


to cover them. 

] 4. In this file will be found a rough sketch ( f the Mail ob} Al 1 vest f 
the Federal Building at Lowell, Mass., showing where the a ent t 

15. It is reeommended that Mrs. Rose A. Mongrain, 432 Suffolk Str L, 


mle 


Mass., be allowed $590.05, for expenses incurred as a result of an accid 
Federal Building at Lowell, Mass., on June 15, 1944, as f 


Bill of Dr. Louis A. Sicard, Lowell, Mass’. $250. 00 


Bill of St. Joseph’s Hospital, Lowell, Mass 240. 70 
Bill of Louis Bailly, druggist, Lowell, Mass- -- 20. 55 


Bill of Liggett Drug Co., Lowell, Mass__- 1. SO 
Bill of Cherry & Webb, Lowell, Mass 24. 00 


i 
’ owe - = 


Loss of wages, 1 week at $50 per week - - aati 00. 00 


Total 590. 05 


Closing of this case is reeommended. 


O. R. Horne, /7 
October 15, 1945. 


TENNYSON JEFFERSON, 


Examined, approved, and forwarded to Chief 


O 





IS6L T € UV 





Sy 
=. 4 
oO x 
= 

ry 
= 3 
SS el 
< s 
=. 
= 5 


Calendar No. 170 


82p CoNGREss SENATE f Report 
Ist Session No. 188 


GRANTING OF PERMANENT RESIDENCE TO CERTAIN 
ALIENS 


MakcH 19 (legislative day, MArcH 16), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. Con. Res. 49] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. Con. Res. 49), which provides that the Congress favors the 
granting of the status of permanent residence to certain ‘aliens, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the resolution do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The concurrent resolution states that the Congress favors the grant- 
ing of the status of permanent residence in the cases of certain aliens, 
named in the concurrent resolution, who are embraced as displaced 
persons under the provisions of section 4 of the Displaced Persons 
Act of 1948, as amended by Public Law 555, Eighty-first Congress. 
STATEMENT OF FACTS 


Section 4 of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, provides for adjustment of the 
immigration status in the cases of certain aliens who establish that 
they lawfully entered the United States as nonimmigrants under sec- 
tion 3 or as nonquota immigrant students under subsection (e) of 
section 4 of the Immigration Act of May 26, 1924, as amended. The 
act provides that if the Attorney General shall, upon consideration of 
all the facts and circumstances of each case, determine that the alien 
has been of good moral character for the preceding 5 years and that 
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such alien is qualified under the provisions of said section 4 of the 
Displaced Persons Act of 1948, as amended by Public Law 555, 
EKighty-first Congress, the Attorney General shall report to the Con- 
gress all of the pertinent facts in the case. If during the session of 
the Congress at which a case is reported or prior to the end of the 
session of the Congress next following the session at which a case is 
reported, the Congress passes a concurrent resolution stating in sub- 
stance that it favors the granting of the status of permanent residence 
to such alien, the Attorney General is authorized, upon receipt of a 
fee of $18, to record the admission of the alien for permanent residence 
as of the date of the alien’s last entry into the United States. If prior 
to the end of the session of the Congress next following the session at 
which a case is reported, the Congress does not pass such resolution, 
the Attorney General is required to deport such alien. The act further 
provides that the number of displaced persons who shall thus be 
granted the status of permanent residence shall not exceed 15,000. 
Upon the grant of status of permanent residence to an alien pursuant 
to said section 4, of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, the Secretary of State shall, if 
the alien was a quota immigrant at the time of entry, reduce by one 
the immigration quota of the country of the alien’s nationality as 
defined in section 12 of the Immigration Act of May 26, 1924, for 
the fiscal year then current or the next succeeding fiscal year in which 
a quota number is available, except that such quota deductions shall 
be made within certain limitations. 

Included in the concurrent resolution (H. Con. Res. 49) are 110 
cases. Eighty-five of these cases were among 86 cases referred to the 
Congress on March 15, 1950; 2 were referred on February 15, 1950; 
1 was referred on March 31, 1950; 1 was referred on May 1, 1950; 1 was 
referred on June 15, 1950; 5 were referred on July 3, 1950; 1 was 
referred on September 8, 1950; 2 were referred on September 15, 1950; 
10 were referred on December 1, 1950; 1 was referred on December 15, 
1950; and 1 was referred on January 15, 1951. Of the 86 cases re- 
ferred on March 15, 1950, 1 case has subsequently been withdrawn 
by the Attorney General and returned to the jurisdiction of the 
Department of Justice. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (H. Con. Res. 49), recommends 
that the concurrent resolution do pass. 


O 
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36 Mr. Maysank, from the Committee on Banking and Currency, 
37 submitted the following 


REPORT 
38 
[To accompany S, 349] 
42 


44 The Committee on Banking and Currency, to whom was referred 
46 the bill (S. 349) to assist the provision of housing and community 

facilities and services required in connection with the national defense, 
47 having considered the same, report favorably thereon, with an amend- 


47 ment, and unanimously recommend that the bill, as amended, do pass. 

48 I. Inrropuctrory STATEMENT 

= With a clear recognition of the vital importance of the subject 
matter covered by the bill to the success of the military and defense 

50 


mobilization program upon which the security of the Nation may 
os depend, your committee has given extensive and thorough considera- 
tion to the several problems which the bill now being favorably reported 


51 to the Senate is designed to meet. Your committee desires to empha- 
size the fact that the defense mobilization program is already resulting 
in housing and community facility needs in many areas which cannot 

4 be met effectively until this legislation is enacted. Some examples 
of the impact of defense mobilization activities in various communitie 

53 are indicated in the appendix appearing at page 83 of this report. 

53 Delay in the enactment of the necessary legislation can only mean 

54 an increasing number of affected areas, with ‘these problems reaching 

54 such an acute and urgent stage as to require extreme emergency actions 

55 on the part of the Federal Government directly, rather than action 

68 to assist private housing enterprise and local agencies and political 

83 subdivisions for meeting these defense needs through normal channels 

90 as contemplated by this bill. 

If we wait until the problem is acute, until defense production and 

91 other 


defense activities are being seriously delayed and impeded 


1 
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DEFENSE HOUSING AND COMMUNITY FACILITIES AND 
SERVICES ACT OF 1951 


Marcu 21, (legislative day, Marcu 16), 1951.—Ordered to be printed 


Mr. Maysank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany S8. 349] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 349) to assist the provision of housing and community 
facilities and services required in connection with the national defense, 
having considered the same, report favorably thereon, with an amend- 
ment, and unanimously recommend that the bill, as amended, do pass. 


I. Inrropucrory STATEMENT 


With a clear recognition of the vital importance of the subject 
matter covered by the bill to the success of the military and defense 
mobilization program upon which the security of the Nation may 
depend, your committee has given extensive : and thorough considera- 
tion to the several problems which the bill now being favorably reported 
to the Senate is designed to meet. Your committee desires to empha- 
size the fact that the defense mobilization program is already resulting 
in housing and community facility needs in many areas which cannot 
be met effectively until this legislation is enacted. Some examples 
of the impact of defense mobilization activities in various communities 
are indicated in the appendix appearing at page 83 of this report. 
Delay in the enactment of the necessary legislation can only mean 
an increasing number of affected areas, with these problems reaching 
such an acute and urgent stage as to require extreme emergency actions 
on the part of the Federal Government directly, rather than action 
to assist private housing enterprise and local agencies and political 
subdivisions for meeting these defense needs through normal channels 
as contemplated by this bill. 

If we wait until the problem is acute, until defense production and 
other defense activities are being seriously delayed and impeded 
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by the lack of housing and community facilities—if, by delay, we 
cause those evil twins, “too little’? and “too late,” to again descend 
upon us—time, not who shall do it, or how much it costs, will again 
become the controlling factor. Who builds the needed houses, who 
provides the needed community facilities, the type of construction, and 
costs will become of secondary importance. The urgent and pressing 
necessity will be to employ any available means to quickly put roofs 
over the heads of defense workers required to meet essential defense 
production schedules. 

Public hearings on the bill, during which testimony was received 
from witnesses representing all segments of our economy as well as 
from the appropriate Federal agencies (including the Office of Defense 
Mobilization, the Department of De fense, and the Housing and Home 
Finance Agency), were opened by the full committee on January 16, 
1951, and “continued through February 20, 1951. Your committee 
also had the benefit of a field i inspection of the area of the Savannah 
River project of the Atomic Energy Commission and of hearings held 
at Aiken, S. C., durmg which testimony was received from State and 
local officials concerning the local problems created by the construc- 
tion of a large defense ‘installation in such an area. In addition to 
the 5 weeks of public hearings, the full committee held seven executive 
meetings during which policy y questions were thoroughly explored, the 
bill was given detailed, line-by-line consideration, and numerous 
amendments were considered, many of which were adopted. At the 
conclusion of the executive meetings, the full committee voted unan- 
imously to report favorably to the Senate the bill, as amended. 

Among the most important of the various amendments adopted by 
the full committee were those which— 

(1) strictly define and limit what may constitute a ‘critical defense 
housing area’”’ (sec. 101 (b), p. 54 of the bill); 

(2) strictly limit to such “critical defense housing areas’ the exer- 
cise of the authority (a) for special, liberal FHA mortgage insurance 
for needed defense housing (primarily rental housing but including 
one- and two-family, as well as multifamily units); (6) for direct Fed- 
eral construction of needed defense housing; (c) for assistance for, and 
provision of, needed defense community facilities and services; and 
(d) assistance for the provision of sites for defense housing needed in 
connection with isolated or relatively isolated defense installations 
(sec. 101 (a), p. 54 of the bill); 

(3) provide specific assurance that private enterprise shall be 
afforded full opportunity to provide all needed permanent defense 
housing by expressly prohibiting the construction by the Federal 
Government of any permanent housing required in any critical defense 
housing area, except to the extent that private builders and eligible 
mortgagees have been afforded adequate opportunity to indicate that 
(with the use of both relaxation of residential credit restrictions and the 
special and liberal mortgage insurance aids made available to private 
enterprise by title IT of the bill) they can and will provide the perma- 
nent housing determined to be needed in such critical defense housing 
area, and publicly announced as provided in section 102 (a) of the bill, 
and have not indicated that they can and will provide rae housing 
(sec. 102, pp. 55 and 56 of the bill); 

(4) expressly provide that community facilities or services needed 
for military personnel or defense workers required to carry out essen- 





RVs eS OE Oe 


© 


As 
he 


or- 
ice 
ng 
od- 
nd 
nd 
in 
ons 


be 
nse 
ral 
nse 
ible 
hat 
the 
rate 
ma- 
sing 
bill, 
sing 


ded 


sen- 





DEFENSE HOUSING AND COMMUNITY FACILITIES 3 


tial national defense activities in any critical defense housing area 
shall, wherever possible, be provided, and shall be owned, operated, 
and maintained by the appropriate local agencies with local funds 
(sec. 103 (a), p. 56, lines 11 and 17 of the bill) 

(5) expressly prohibit the provision, or the maintenance or opera- 
tion, of any such community facilities or services by the Federal Gov- 
ernment directly, except in cases where the appropriate local agency 
is demonstrably unable to do so, even with the financial 
authorized to be made available under the bill (sec. 103 
line 14 of the bill); 

(6) expressly provide that, in any case where (in accordance with 
the foregoing paragraph) it has been necessary for the Federal Govern- 
ment to construct directly any community facility, such facility shall 
be disposed of to the appropriate State, city, or other local agency 
not later than 1 year after the expiration date fixed in section 104 
of the bill (sec. 309 (d), p. 90 of the bill) ; 

(7) expressly limit assistance for community facilities or services 
to those required in a critical defense housing area to meet new ly 
arising needs directly attributable to national defense activities in 
the area, with financial assistance in the form of grants to local agencies 
for such purposes limited to cases where the chief executive officer 

of the appropriate local political subdivision certifies, and the Housing 
and Home Finance Administrator finds, that the required community 
facilities or services could not otherwise be provided, or maintained 
and operated, without the imposition of an increased excessive tax 
burden, or an unusual or excessive increase in the debt limit of the 
pi a local agency (sec. 103 (b), p. 57, and second proviso of sec. 
304, p. 85, line 20 ‘of the bill) ; 

(8) expressly limit financial assistance authorized to be made 
available in the form of grants to local agencies for hospital construc- 
tion, or for school construction or maintenance and operation, re- 
quired in critical defense housing areas to meet defense needs to such 
portion of the required assistance as is not available to such local 
agency under Public Law 725, Seventy-ninth Congress, as amended 
(the Hill-Burton Act), or Public Law 380, Eighty-first Congress, in 
the case of hospital construction; Public Law 815 5, Eighty-first Con-- 
gress, in the case of school construction, or Public Law 874, Eighty- 
first Congress, in the case of school maintenance and operation (first 
proviso of sec. 304, p. 85, line 5 of the bill) ; 

(9) limit the authorization for appropriations for defense housing 
- community facilities and services under title III of the bill to $60 
million for community facilities and services, and to $50 million for 
housing (sec. 313, p. 93 of the bill); 

(10) reduce from $3 billion to $1% billion the additional authoriza- 
tion for FHA mortgage insurance and restrict the use of such additional 
authorization to housing in critical defense housing areas (p. 109, line 
16, of the bill); 

(11) establish an expiration date of June 30, 1953, for the special 
authorities contained in the bill (sec. 104, p. 58 of the bill); and 

(12) assures that, in areas designated as critical defense housing 
areas, veterans who are defense workers may have the benefits of the 
home-loan guaranty provisions of the GI Act without regard to resi- 


dential credit controls imposed pursuant to the Defense Production 
Act of 1950. 


assistance 
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II. Summary or Masor Supsects CoverRep BY THE BILL 


The military and defense mobilization program made necessary by 
the international situation has imposed many new and difficult re- 
sponsibilities upon this Nation, and upon the Congress. One of the 
lessons learned during World War II was that housing and community 
facilities for military personnel and defense workers represent essential 
defense needs, and that they must be provided in the areas and locali- 
ties where they are needed in sufficient time to avoid delaying or im- 
peding national defense activities. 

In the field of housing and community facilities we are in a far better 
position than when we entered World War II. The home-building 
industry, in a large measure as a result of legislation reported by the 
Banking and Currency Committee and enacted by the Congress over 
the past few years, is in a much stronger position with a far greater 
capacity for production than was the case in the defense and early 
period of World War II. Moreover, the principal functions of the 
Federal Government to aid home construction and financing, the plan- 
ning and provision of community facilities, and the development of 
well-planned integrated communities are no longer scattered among 
numerous independent agencies; they are now centered in the Housing 
and Home Finance Agency where they can readily be mobilized for, 
and effectively focused upon, the special needs of national defense. 

The Members of the Senate are all familiar with the large-scale needs 
for defense housing and community facilities which result directly from 
the construction of defense installations such as the Savannah River 
project of the Atomic Energy Commission in South Carolina, as well 
as projects in Kentucky, New Mexico, Washington State, and other 
States, and with similar needs developing in connection with the nec- 
essary expansion of activities at military posts and bases and the reac- 
tivation of other military installations. As indicated more specifically 
by the typical examples of the impact of defense mobilization activi- 
ties listed in the appendix to this report beginning at page 83, similar 
needs are rapidly developing in established communities throughout 
the country as the volume of defense orders increases and new defense 
plant construction and expansion is getting underway. 

The bill provides the necessary legislative authority in the field of 
defense housing and community facilities and services to meet the 
needs resulting from a wide variety of conditions, ranging from rapid 
expansion of defense production activity in industrial areas to the 
construction of major defense installations in nonindustrial areas, such 
as the projects of the Atomic Energy Commission in the Savannah 
River area and in Kentucky. 

First of all, to assure that private enterprise will be encouraged 
and assisted to provide as much of the needed defense housing as 
possible, title II of the bill supplements the existing FHA systems of 
home-mortgage insurance with provision for special mortgage insur- 
ance for needed defense housing. Such special FHA insurance will 
be available for both one- and two-family units, and for garden-type 
multifamily structures. It is intended to give particular assistance 
for rental housing, since that is the type most needed by defense 
workers coming into a new area. Necessarily, it is somewhat more 
liberal than the existing permanent peacetime aids supplied through 
the FHA, but it is important to note that it has been carefully re- 
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stricted by your committee and is not as liberal as the old FHA title 
VI which was available during World War II and the postwar period. 
The bill also extends the June 30, 1951, expiration date of the May- 
bank-Wherry Act to assist in the provision of rental housing at 
permanent military installations, and includes the Atomic Energy 
Commission within the scope of that act. 

There will be critical defense housing areas where community 
facilities and services must be provided to meet the needs of military 
personnel and defense workers who must be brought into the area 
to carry out essential defense activities. There will be some areas 
where, until necessary water and sewer lines and other facilities are 
prov ided, it would be difficult to secure the building of any needed 
additional housing. The bill, therefore, makes provision for Federal 
assistance through loans and grants for the provision, and for main- 
tenance and operation, of the various kinds of public facilities and 
services needed for carrying on community living in critical defense 
housing areas where it is found that they are needed to support 
national defense activities and cannot be provided without the assist- 
ance authorized by the bill. Assistance is not available under the bill 
merely for the purpose of raising the general level of community 
facilities and services in a critical defense housing area; it is lim- 
ited to meeting newly arising substantial needs which are directly 
attributable to national defense activities in the area. 

The bill also contains authority for the Federal Government to pro- 
vide defense housing directly where such housing is required in critical 
defense housing areas for necessary defense purposes and would not 
otherwise be provided. However, unlike the authority granted for 
such purpose during World War Il, there are two important respects 
in which the present bill limits the authority of the Federal Govern- 
ment to provide needed defense housing. First, the Federal Govern- 
ment would be granted authority to provide needed permanent defense 
housing only to the extent that, after the amouat of defense housing 
required in any critical defense housing area is publicly announced as 
provided in section 102 of the bill (p. 55 of the bill), residential credit 
restrictions imposed under the Defense Production Act of 1950 are 
relaxed on a selective basis, and the special FHA mortgage insurance 
aids are made available to assist private enterprise in building the 
housing, private builders have not indicated that they can and will 
provide the full amount of the needed housing as so publicly an- 
nounced. Second, in cases where the defense needs are of short dura- 
tion and purely temporary in character, the Federal Government 
would be authorized to provide purely temporary housing, including 
trailers and portable houses which can readily be moved to other 
locations to meet other temporary needs. 

The situation with respect to projects like the H-bomb installations 
of the Atomic Energy Commission in the Savannah River area, and 
other defense installations which, for security or other reasons, must 
be constructed in isolated or relatively isolated areas, indicates that 
additional legislative authority is needed to meet such cases. In these 
cases, your committee desires to avoid the establishment of additional 
Government towns by encouraging and assisting private enterprise 
to provide the needed housing and related facilities and the assump- 
tion by the residents of the responsibilities of local self-government 
under State laws. For this purpose, therefore, the bill also provides 
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authority to acquire land for housing and community facilities required 
in connection with such a defense installation, to prepare general plans 
for the development of the necessary housing and community facilities 
on such land, to install the various public improvements required to 
permit the proper development of the land, and then to sell such land 
for the construction of housing and various commercial structures by 
private enterprise. It is not intended to create Government towns. 
On the contrary, these provisions of the bill have as their objective 
the development of the needed housing and commercial facilities by 
private enterprise, and the assumption by the residents of the responsi- 
bilities of local government under State laws. Private builders, indi- 
vidually or in groups, would thus be assisted and encouraged to under- 
take development of the land for housing and commercial purposes 
and would be given opportunity to buy the land necessary for these 
purposes at appropriate prices. For provision of housing, they would 
have available to them the special FHA mortgage insurance aids pro- 
vided in title II of the bill. 

The bill also recognizes that, in the course of the defense-mobiliza- 
tion program, we may have particularly urgent needs for prefabricated 
housing or housing components. For example, the H-bomb plant 
construction in the Savannah River area will require upward of 
35,000 construction workers. Obviously, the construction of these 
large defense installations creates an extreme shortage of construction 
workers in the area, while, at the same time, they generate urgent 
needs for housing. Prefabricated houses can be of particular assist- 
ance in meeting defense housing needs in such cases, because of the 
speed with which they can be furnished, the fact that skilled site 
labor is minimized, and the ease of controlling, without time-consuming 
and costly on-site inspection, the quality of basic structural work on 
the houses. They can be erected at the site with savings of up to 
80 percent of on-site construction labor required for the conventional 
construction of housing entirely at the site. Also, while a high per- 
centage of the labor required for conventional house construction is 
skilled labor, a high percentage of the labor required for the erection 
of prefabricated houses on the site may be semiskilled or unskilled. 
This is also true of the labor requirements in the plant of the pre- 
fabricated-house manufacturer. 

We have a prefabricated housing industry which is now producing 
at the rate of about 50,000 units a year. It is essential to assure the 
maintenance of this industrial capacity, and that those existing 
manufacturers with a demonstrated capacity to produce and market 
their product remain in the business of producing and marketing pre- 
fabricated housing rather than converting to some other type of 
production. The bill, therefore, provides loan assistance for those 
business enterprises with a demonstrated capacity for the production 
and marketing of prefabricated houses. Loans under this new 
authority could only be made to existing business enterprises with a 
demonstrated ability to produce and market prefabricated houses, and 
only for (1) the distribution and erection of prefabricated houses 
and site improvements therefor, or (2) increasing the production of 
such established business enterprises where such increased production 
of prefabricated houses is needed in connection with national defense 
activities. 
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The bill also contains a number of amendments to existing housing 
laws. Most of these amendments are designed to improve or extend 
existing housing aids in order to meet increasing defense needs more 
effectively, along with amendments of a technical or perfecting nature. 


Ill. RevatrionsHip oF THE BILL TO THE DEFENSE MOBILIZATION 
PROGRAM 


A. THE BILL IS AN ESSENTIAL PART OF THE DEFENSE MOBILIZATION 
PROGRAM 


The pending bill is directly related to, and represents an essential 
part of, the military and defense mobilization program. It derives 
from the hard experience in the defense and war period of World War 
II that (1) in many areas, defense production cannot proceed until the 
additional workers required to run the production lines can be brought 
in from other areas, and (2) the needed additional defense workers 
cannot be brought into the defense area and kept there on essential 
defense production work unless adequate housing and community 
facilities and services are available for them. The failure to recognize 
clearly those essential facts, and to make adequate provision for meet- 
ing such needs effectively, resulted in serious and crippling delays in 
the production of many defense items during the early part of the 
defense and war period of World War II. 

Because it represents an essential part of the defense mobilization 
program, Charles E. Wilson, Director of the Office of Defense Mobiliza- 
tion, has urged enactment of the bill at the earliest possible date, 
stating: 

The seriousness of the situation with which we are presently confronted, and 
which has made necessary the undertaking of a mobilization program of the 
character now contemplated, cannot be overemphasized. * * * acute short- 
ages of housing and community facilities for the men required to man the 
production lines are already developing in some areas. * * * Our previous 
experience is evidence of the fact that if the required housing and community 
facilities are not available in the places and at the times they are needed, our 
production program can suffer serious and crippling delays. * * * Enact- 
ment of this legislation at this time will prevent embarrassment to this effort and 
avoid the necessity for forced decisions and hasty action at a later date. 


This is confirmed by the testimony presented on behalf of one of 
the most conservative private industry groups, the Mortgage Bankers 
Association of America, composed of more than 1,200 members consist- 
ing of mortgage companies, life-insurance companies, and savings 
banks, and representing the majority of the substantial home-mortgage 
lenders in the United States. The following are excerpts from that 
testimony: 


As a preamble to our support of this legislation, we should like to state that the 
Mortgage Bankers Association considers the United States to be now in a state of 
grave national emergency. We believe that the grim aspects of the international 
situation demand a greatly accelerated national defense program, and believe this 
defense program will be retarded unless suitable housing accommodations and 
community facilities are provided as required for defense workers. * * * 

» + + * * * * 

* * * Population shifts are already occurring in increasing magnitude and 
the problems of providing housing at new defense installations is becoming acute. 

The housing facts of life in the areas surrounding our big industrial cities bring 
us to the conclusion that the need for the special legislation provided by this bill 
has already developed and particularly that the anticipated housing shortages 
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in defense areas are not just a matter of speculation. The offices of many of our 
members are besieged daily by workers seeking housing accommodations in or 
near new defense plants now being constructed or about to be constructed. These 
requests are not limited in any respect to the situation of the construction of a 
defense project in a remote area. It is unfortunate, but true, that in all too many 
instances no houses are available to meet the workers’ requests. 

Specific examples of typical cases of the impact of defense mobiliza- 
tion activities are indicated in the appendix to this report beginning 
at page 83. 

The essentiality of the bill to the defense mobilization program was 
further emphasized in the testimony presented to your committee on 
behalf of the Department of Defense by Brig. Gen. Colby M. Myers, 
who said: 

The Department of Defense recommends that 8S. 349 be enacted into law, 
* * * The measure will encourage the erection of privately or publicly 
financed housing units for defense plants and military installations. The avail- 
ability of living units in the vicinity of defense plants or military installations will 
tend to stabilize personnel in these areas. The Department of Defense considers 
that the stabilization of the defense worker is vital to the success of this country’s 
industrial and military mobilization program. 


B. NEW DEFENSE PLANT CONSTRUCTION AND EXPANSION ARE REQUIRED 
TO CARRY OUT THE DEFENSE MOBILIZATION PROGRAM 


There have been some suggestions that the needs of the defense 
mobilization program could be met largely by converting and reac- 
tivating existing plants for defense production, and without new 
plant construction or expansion which requires the shifting of labor 
from one area to another. It is not that simple. 

First. Many of our most critical shortages exist in basic metals 
such as iron, steel, copper, and aluminum. Despite the reactivation 
of all of our World War II facilities which formerly produced these 
metals, our total productive capacity falls far short of our needs. 
There is no alternative to new plant construction and expansion in 
this vital field. 

Second. One of the most important characteristics of the genius 
of American industrial production is continuous technological progress 
which results in rapid obsolescence of industrial plant, machinery, 
equipment, and methods of production. This has had the following 
important effects upon requirements for new plant construction and 
expansion to carry out the present mobilization program: 

(a) None of our existing plants, either old or relatively new, are 
structurally capable of handling efficiently the greatly increased 
size and weight of many of our new defense products. For example, 
when Chrysler Corp. signed a contract in January of 1951 for $99 
million worth of heavy tanks, its first move was to call in architects 
to design a new plant. Though speed is essential in the production 
of these tanks, Chrysler had no choice, since there was no available 
plant with a structure heavy enough to bear the loads of the cranes 
needed to carry the parts of these giant tanks through the assembly 
line required for efficient mass production. The new plant is located 
at Néwark, Del. Another example is the plant Lockheed Aircraft 
is now building in Burbank, Calif. The giant presses used to stamp out 
jet aircraft parts are so massive that Lockheed first installed them on 
individual, giant-sized foundations and then started building the 
factory around them. 
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(6) Many existing plants do not have enough floor area or headroom 
to install the equipment for mechanized materials handling, processing 
and fabricating, which is so important in mass production efficiency 
and economy. 

(c) Precision operations, and many new process requirements, em- 
ployed in the production of defense items demand plant mteriors 
equipped for complete temperature, humidity, lighting, sound and 
dust control. 

(d) Despite some $25.6 billion worth of private and governmental 
plant building during World War II, the majority of plants now in use 
date back to the period when factories ‘ ‘ust grew’’—plants where 
lack of space prevents an efficient production flow, where boiler room, 
shop, storeroom, etc., were attached one by one in a random pattern. 
Most of these pre-World War II factories are not susceptible to con- 
version for efficient assembly line production. 


C. RELATIVE IMPORTANCE OF THE BILL TO THE PRESENT DEFENSE 
MOBILIZATION PROGRAM. AS COMPARED WITH SIMILAR LEGISLATION 
IN THE DEFENSE PROGRAM OF WORLD WAR II 


Your committee calls attention to the fact that the history of the 
defense mobilization effort immediately before and after Pearl Harbor 
is replete with examples of completed production facilities unable to 
operate at capacity because of labor shortages growing out of deterio- 
rating housing conditions. By reason of the extensive unemployment 
which preceded this period, ample labor supply had been taken for 
granted. As an increasing number of defense plants came into opera- 
tion, however, the volume of labor migration expanded, and housing 
vacancy ratios in defense centers vanished. In one locality after an- 
other, no habitable vacancies could be found to accommodate incom- 
ing defense workers. Accordingly, defense production centers ex- 
perienced abnormally high labor turn-over—some employers reported 
hiring 200 men and losing 100 during a given week—owing largely to 
the dearth of adequate housing facilities. 

The essentiality to the success of the mobilization program of the 
enactment of legislation granting adequate authority to assure the pro- 
vision of needed defense housing and community facilities is clear and 
unmistakable. Its necessity in connection with the present mobiliza- 
tion program is perhaps even greater than the compelling necessity for 
similar legislation during W orld War Il. The situation today in two 
important areas, (1) manpower, and (2) productive capacity, con- 
trasted with the situation prevailing in 1940, illustrates this point. 


(1). Manpower 


Today, as in 1940, the Nation is mobilizing for defense. But unlike 
1940, today there is little slack left in the manpower situation. During 
1940, there was an average of 48 million persons emploved and 
8 million unemployed—an unemployed “reserve”’ of 15 percent of the 
total labor force. In 1950, there was an average of 60 million em- 
ployed, but only 3 million unemployed—an unemployed “reserve” of 
5 percent of the total labor force. Since there is always a ‘frictional 
unemployment” involving about 1% million workers, the effective 


unemployed reserve today is about 1 million as compared with 6% 
million in 1940. 
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(2) Productive capacity 


Similarly, productive capacity is “fully employed” to a far greater 
extent. During 1940, industrial production was only 25 percent 
greater than the 1935-39 average. In 1950, however, industrial pro- 
duction was exactly double the 1935-39 average. And by January 
1951, the production index had increased to 119 percent above the 
prewar average. 

In addition, the 1950 housing census shows that, throughout the 
country as a whole, there are only about 500,000 nonfarm housing 
units in good repair, habitable, and available for: occupancy. In many 


of our urban areas today the vac ancy ratio is already less then 2 
percent. 


D. ENACTMENT OF THE BILL AT THIS TIME WILL PERMIT MORE OF THE 
NEEDED DEFENSE HOUSING TO BE PROVIDED BY PRIVATE ENTER- 
PRISE AND WILL BE LESS COSTLY 


We are now in the relatively early stages of the military mobili- 
zation and defense production program. Mr. Charles E. Wilson, 
Director of the Office of Defense Mobilization, has indicated that 
“acute shortages of housing and community facilities for the men 
required to man the production lines are already developing in some 
areas.’’ Corroboration of this statement is found in the testimony 
of many witnesses appearing .befare your. committee, including the 
testimony presented on behalf of the Mortgage Bankers Association 
(quoted, in part, in sec. A of pt. II] of this report at p. 7), and in 
the typical examples of the impact of defense mobilization activities 
listed in the appendix to this report (beginning at p. 83). 

At this stage of the mobilization program, we cannot know all of 
the areas where, as the program progresses, large-scale defense activi- 
ties must be undertaken or new defense plants or installations must 
be built. Therefore, the full extent of the needs for defense housing, 
and for community facilities and services, which will result in such 
areas from these defense activities, and how much of those needs must 
be met through resort to the authorities contained in the bill cannot 
now be fully known. 

However, postponement of enactment of this legislation which 
provides the authorities necessary for meeting such needs—delay 
until specific problem situations have become embarrassingly acute- 
will be costly. It will be costly (1) in terms of crippling delays in 
defense production with resulting adverse effects upon the defense 
mobilization program on which the security of the Nation may depend, 
(2) in terms of dollars, and (3) in terms of the opportunity for private 
enterprise to provide as much of the needed defense housing as possible. 
It is now, while we are still in the relatively early stages of the mobili- 
zation program, that legislation should be enacted to meet fully, 
promptly, and effectively the foreseeable problems in the field of 
defense housing and community facilities which, as an essential part 
of the national defense effort, we will be called upon to meet in the 
future. 

The need for effective action with respect to housing and community 
facilities needed for military personnel and defense workers required 
to be brought into a critical defense housing area to carry out essential 
national defense activities parallels the defense mobilization program 
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itself; both rest upon the hard fact that the cost to the Nation of 
being adequately prepared to meet the situation effectively is far less 
than the cost of being inadequately prepared. 


IV. Tue Neep For ADDITIONAL LEGISLATION 
A. HOUSING 


(1) The needed defense housing cannot be provided merely by the 
relaxation of housing credit controls 


Under the Defense Production Act of 1950, restrictions have been 
imposed upon residential construction credit. These restrictions have 
limited the amount of credit which may be extended for the purchase of 
new sales-type housing, or for the construction of multifamily rental 
housing. In the case of sales-type housing, the credit restrictions 
have the effect of requiring that not less than a specified percentage 
of the transaction price shall be paid in the form of nonborrowed 
cash. The required percentage is on a graduated scale which increases 
as the transaction price increases. T het requirements under the present 
housing credit controls are shown in the table, Credit Restric tions, 
appearing in the appendix at page 90 of this report. 

Some part of the volume and types of needed defense housing can 
be provided in some areas through the selective relaxation of housing- 
credit controls. Your committee believes, of course, that such action 
should be taken in any area designated as a critical defense housing 
area pursuant to title [, and has so provided in the bill. Your com- 
mittee calls attention to the fact that housing-credit controls have 
already been relaxed, on a selective and controlled basis, at the 
Atomic Energy installations in the Savannah River area and near 
Paducah, Ky. Similar action will be taken shortly in connection with 
similar installations. An Interagency Critical Areas Committee has 
recently been established for designating critical defense areas in which 
housing-credit controls may be relaxed on a selective basis to facilitate 
the construction of housing needed for military personnel or defense 
workers coming into the area 

Actions have been taken first in the Savannah River and Paducah 
areas because the defense needs are not only acute but are capable of 
quick identification and measurement. The identification of the 
defense need was not difficult because the Atomic Energy Commission 
is the only defense agency concerned at these locations. In addition, 
the net in-migrancy of essential defense workers, to which defense 
housing measures must be geared, was not difficult to obtain. This 
was due to the fact that the Atomic Ene rgy Commission, through its 
contractors, had already made studies of the total labor re quirements 
and a schedule of essential labor in-migrancy. 

It has been suggested that the needed defense housing can be pro- 
vided merely by relaxing housing credit controls. However, con- 
vincing evidence was presented to your committee which demonstrates 
that the relaxation of housing credit controls can, at best, be relied 
upon, and should be clearly recognized, as limited means of providing 
some portion of the needed defense housing. There are several 
reasons why this is so. 

In the first place, such action would involve reliance by the home- 
building industry primarily on the availability of FHA mortgage in- 
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surance under the regular title I] program. Under title II of the 
National Housing Act, a project must be found by the Federal Housing 
Commissioner to be “economically sound” before the mortgage on 
such property can be insured. To determine economic soundness, 
the FHA is required to take into consideration, in processing a mor t- 
gage for insurance purposes, not only the value of the property in 
relation to the amount of the loan, but also other factors. The loca- 
tion of the property is an important factor in determining the maxi- 
mum valuation allowable. Consideration must also be given to the 
permanence of the need for the property and its long-term market- 
ability. Only after an examination of all of these factors is a decision 
made as to economic soundness which will qualify the property for 
mortgage insurance. 

In areas where housing is needed for workers in essential defense 
plants, there will undoubtedly be many instances in which the loca- 
tion, neighborhood factors, or long-term need and marketability of 
needed defense housing will be questionable in view of special require- 
ments of the defense plants or the impossibility of determining the 
duration or permanence of the housing need deriving directly from the 
defense activities. Some of the factors necessary for the determina- 
tion of economic soundness may not be present, so that under the re- 
quirements of the regular FHA title II program the needed defense 
housing could not qualify at all for mortgage insurance, or could only 
q ualify at such a low valuation as to make it impractical for the opera- 
tive builder to provide it. 

In the second place, much of the defense housing need, at least dur- 
ing the first few years, is for rental housing. Typical defense workers 
or military personnel, after moving to a new locality, desire to rent 
houses for a period until they get settled and are sure they will stay 
in the locality. Many defense workers (particularly families with 
children) want to rent houses which, later perhaps, they will want to 
buy. Thus a significant portion of the defense housing need is for 
single-family dwellings for rent. Existing Government aids for 
privately financed housing are not well adapted to the provision of this 
kind of housing. Both the FHA and VA programs are geared to the 
single-family house for immediate sale. Most housing financed con- 
ventionally is also of this type. Under a relaxation of housing credit 
controls, therefore, it is difficult, if not impossible, to provide the type 
of housing most needed by defense workers. 

In the third place, there will be situations where the need for 
defense housing is urgent and essential, but of relatively short, or 
purely temporary, duration. Relaxation of housing-credit curbs could 
not be expected to provide any part of the defense housing needed in 
such situations. In fact, even the most liberal mortgage insurance 
would be of no assistance in situations where purely temporary housing 
is needed to meet purely temporary needs, since prudent mortgage 
lenders will, and should, only provide funds to finance permanent 
housing for such part of the defense worker demand as they can 
reasonably consider to be permanent. 


(2) The special need for rental housing for defense workers requires 
special legislation 

As explained in the preceding section (IV A (1)) of this report, it 

is generally recognized that the primary emphasis in the provision of 
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housing for defense workers must be upon housing which initially will 
be rented rather than sold. The bill therefore emphasizes houses for 
rent, including specific provision to aid privately financed one- and 
two-family houses which could be initially held for rent and subse- 
quently disposed of on a sale-for-individual-ownership basis when such 
dis OsIitiON Is consistent with national defense needs. 

The volume of rental housing which is produced is limited by the 
amount of equity capital available to meet equity requirements for 
such housing. The fact that the owner was required to put in a sub- 
stantial equity investment which he could not liquidate for a number 
of years was a major contributing factor to the relatively small volume 
of rental housing produced over the years. Even with the relaxation 
of credit controls, the program of mortgage insurance for rental housing 
under section 207 of the National Housing Act (as liberalized last 
year) would require the owner to put nearly 17 percent equity into a 
rental project where the units are of $9,000 value. Equity percent- 
ages required would increase with the cost per unit, and in the case of 
single-family houses, the amount of equity required for rental housing 
would be considerably greater. Due to the apparent small number of 
builder-owners ready, willing, and able in today’s market to make such 
investments in equity in rental projects, liberalization of the mortgage 
insurance aids to permit lower equity investments is essential to 
stimulate a higher volume of rental housing construction. As the 
amount of equity required per unit is decreased, the number of units 
which can be produced with the available equity capital is correspond- 
ingly increased. 

This is reflected in the following testimony presented to your com- 
mittee on behalf of the Mortgage Bankers Association of America: 

Special legislative measures have already become necessary in connection with 
the financing of defense housing and community facilities. 

We do not believe the facts support the proposition that defense housing can be 
constructed under housing legislation currently in force or by the relaxing of 
Federal credit controls, if the housing required is to be intended primarily for 
rental to defense workers. On the contrary, we believe the facts support an op- 
posite view regardless of whether the housing is to be constructed in or near urban 
centers or at remote defense-plant locations. 

The great volume of the housing units constructed for rent in recent years has 
been built by virtue of the liberal guaranties of building credit made possible by 
the National Housing Act, as amended. At present, the two most important 
sections of the National Housing Act under which Federal Housing Administration 
is authorized to insure the construction of single- or multi-family housing units are 
sections 203 and 207. In our opinion the present equity requirements imposed 
upon builders or owners under these sections and under present FHA under- 
writing requirements, even assuming a complete relaxation of regulation X, 
generally preclude the construction of any appreciable volume of housing for rent. 

We consider that the percentage of builder-owners ready, willing, and able in 
today's market to invest 20-40 percent equity in the construction of defense rental 
housing projects is negligible. 

Accordingly, we believe the facts demonstrate the actual need for a new and 
special form of financial aid to private industry to produce the volume of rental 
housing considered necessary. We believe the provisions of the bill provide a 
satisfactory approach to this problem. 

(3) There is no existing authority to provide temporary housing to meet 
purely temporary defense needs 

There is presently no general legislative authority for the provision 
of housing of a purely temporary character, to meet purely temporary 
defense needs. It is obvious, however, , that there will be cases where 
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the need is clearly temporary. In such cases, temporary housing 
which is of mobile or portable character, or which is otherwise con- 
structed so that it can readily be moved to other locations to meet 
other purely temporary needs, will be the only proper solution to the 
provision of housing required to support vital defense plants and 
installations. 

In some areas it may be quite clear that the need for housing will 
continue only during the defense production program or for an even 
shorter period of time. Thus, an ordnance plant constructing a spe- 
cialized type of ordnance equipment and located in an isolated lo- 
cality may, unless it is converted to other uses, close down when there 
is no longer a need for its product. If no other employment oppor- 
tunities are developed in the locality, the workers will move away 
leaving any houses provided for their use as another “ghost town.” 
Where such an eventuality is probable, private capital cannot be 
expected to finance the necessary housing to permit the plant to secure 
the workers needed for its operation. Accordingly, Federal provision 
for this type of purely temporary need is an absolute necessity. 

(4) Existing housing owned by the Federal Government cannot house any 
substantial number of in-migrant defense workers 


About 296,000 units built during World War II are still owned by 
the Government. Its status is shown below: 


Type Units Occupancy 
Percent 
a 805 uses ees $5 : 7 i 296, 000 
Permanent ealbaraciug ; ves baw ; : 118, 000 99 
Temporary putcneh e . ; anna eal NY Dis crate im tptidetg 
Active status atc ae ie inal dote 160, 000 90 
Inactive status -___- _ ‘ ake bee 18, 000 None 


Veterans and servicemen represent about 68 percent of the occu- 
pants of family dwelling units. The eviction of nondefense worker 
tenants to make units available for in-migrant defense workers would 
cause drastic disruption of the lives of those families evicted—most of 
which would be families of veterans—and would further complicate 
the housing problems of the community. Also, legislative authority 
would be needed to carry out such evictions before present nondefense 
worker occupants could be evicted, if such a policy were desirable. 
Availability of this housing to meet defense needs is therefore limited 
to: 

(a) Units located in defense areas —The location of this existing 
housing is based upon the pattern of World War II defense require- 
ments. The pattern of the current defense mobilization program may 
take somewhat different shape. New methods of warfare such as 
atomic weapons and guided missiles will place impacts on localities 
that never had them in World War IJ, as will the location of new plants 
for varied defense production. 

(6) Existing vacancies and turn-over.—Existing vacancies amount to 
about 17,000 units. Monthly turn-over is less than 3 percent. 
Thus, only about 7,500 units a month become available through 
turn-over. Disposition of the remaining housing was suspended in 
July of 1950 to assure its availability for defense use. Preference in 
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admission is now given to defense workers and military personnel in 
localities where housing is needed for new defense workers. Such 
occupancy preferences have been extended to 70 projects of about 
70,000 units in 47 localities, and the number is growing daily. 

(c) Reactivation of inactive units.—Five of the projects in inactive 
status in five different localities, with 270 units, have been taken out of 
inactive status and rehabilitated for this purpose. 


(5) The provision of sites for privately-financed housing needed for 
defense installations in isolated areas 

Your committee calls attention to the fact that, under existing 
law, an unusual situation is presented in cases where, for security 
or strategic reasons, it becomes necessary to locate a defense installa- 
tion in an isolated or relatively isolated area. In such a case, of course, 
it is essential that housing and community facilities and services 
required for the employees of the defense installation will be available 
when the defense installation is completed and ready for operation. 
Your committee has developed and recommends this title of the bill 
in order to permit these urgent needs to be met without resort to 
the establishment of any additional Government towns. This title 
of the bill was therefore designed to encourage and assist private 
enterprise to provide the needed housing and related facilities and 
the assumption by the residents of the responsibilities of local self- 
government under State laws. 

The Members of the Senate, of course, are familiar with the type 
of situation represented by the installations of the Atomic Energy 
Commission at Richland, Wash., at Oak Ridge, Tenn., and at Los 
Alamos, N. Mex. When the atomic energy installations were con- 
structed at those locations, there was no existing authority—and 
there is none today—which would make it possible for the needed 
housing to be provided, and to be owned, and operated and main- 
tained, by private enterprise. The result is that it was necessary for 
the Federal Government, through the Atomic Energy Commission, 
to provide directly all of the needed housing and public facilities and 
services. As a consequence, the Federal Government has built and 
is now operating three Government towns—a town of about 22,000 
people at Richland, Wash., a town of about 31,000 people at Oak 
Ridge, Tenn., and a town of about 12,000 people at Los Alamos, 
N. Mex 

The Atomic Energy Commission has indicated that, if the necessary 
authority to assure that housing required for their workers at their 
new installations can be provided and owned and operated by private 
enterprise, and necessary public facilities and services supplied by the 
appropriate local political subdivisions, they would greatly prefer such 
a course of action to the only alternative presently available to them— 
construction and operation of additional Government towns. Your 
committee desires to emphasize the fact that, as indicated by the 
responsible officials of the Atomic Energy Commission, there are no 
security reasons which militate in any way against the construction 
and operation of the required housing by private enterprise. The 
difficulty is due to the fact that there is no existing Federal legislation 
which can make it feasible and practicable for private enterprise and 
appropriate local political subdivisions, created under State law, to 
meet the emergency requirements for housing and related public 
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facilities and services needed in connection with the urgent and 
rapidly expanding program of the Atomic Energy Commission. It 
would, indeed, present a curious anomaly if your committee which has 
consistently sought to bring before the Senate legislation embodying 
sound and practicable means to assure that the maximum possible 
amount of the housing needs of the Nation are provided by private 
enterprise—in periods of emergency as well as in peacetime—should 
neglect this area of need in favor of a continuing policy of Government 
construction, ownership, and operation of housing needed at such 
installations. 

While the situation with respect to the Atomic Energy Commission 
installations has attracted wide attention, your committee desires to 
point out that there are also other cases where a similar situation will 
obtain unless adequate legislative authority is provided. For ex- 
ample, an aircraft manufacturer whose plant is located near an estab- 
lished community on the west coast is now producing, under a defense 
contract, jet planes employing an after-burner. These planes must 
be test-flown from the plant area. The sound effects of the after- 
burner, however, are of such resounding intensity that the manu- 
facturer cannot continue to test-fly them from the plant area. The 
manufacturer, therefore, is considering the construction of a plant in 
an isolated area removed from established communities, so that the 
planes may be test-flown from the plant area. If such action must be 
taken, it will be necessary to provide, within some distance from the 
plant, housing and related facilities for the workers to be employed 
at the plant. 


(6) Retaining the productive capacity of the existing prefabricated housing 
industry for defense housing 


Prefabricated housing is particularly adaptable for meeting defense- 
housing needs because of the speed with which it can be furnished, the 
fact that skilled site labor is minimized, and the ease of controlling, 
without time-consuming and costly on-site inspection, the quality of 
basic structural work on the houses. Today the prefabricated-housing 
industry is producing at the rate of about 50,000 houses a year. Its 
capacity, however, is estimated at about 100,000 units a year. In the 
present situation, it is a vital necessity to assure the maintenance of 
this industrial capacity. To ac complish this, however, it is essential 
to assure that those business enterprises with a demonstrated capacity 
to produce and market their houses remain in the business of producing 
and marketing prefabricated housing, rather than converting to some 
other type of production. 

As pointed out earlier in this report, this can be extremely important 
in areas where, by reason of large-scale defense-plant construction (such 
as the H-bomb plant in the Savannah River area which will require 
some 35,000 construction workers), there is a shortage of skilled con- 
struction labor. Prefabricated houses can be of particular assistance in 
meeting defense-housing needs in such cases, since they can be erected 
at the site with savings of up to 80 percent of on-site construction labor 
required for the conventional construction of housing entirely at the 
site. Further, it is to be noted that, while a high percentage of the 
labor required for conventional house construction 1s skilled labor, a 
high percentage of the labor required for the erection of prefabricated 
houses on the site may be semiskilled or unskilled. This is also true 
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‘of the labor requirements in the plant of the prefabricated-house 
manufacturer. 

In addition to the problem of financing for working capital, the 
prefabricated house manufacturers are constantly confronted with 
the problem of interim financing for the period from the completion 
of manufacture of the house in the plant to the time of erection on 
the site. Frequently, banks and other mortgage lenders will not 
extend credit until the house is erected on the site. The result is 
that the prefabricated house manufacturer must finance, not only 
the manufacture of the house in the plant, but also the operations 
during the period from shipment out of the plant through erection 
on the site. 

It necessarily follows that, as production in the plant increases, 
the manufacturer’s requirements for interim financing increase greatly. 
If he is unable to obtain such financing, the alternative is to cut 
back production to the level which the financing available to him for 
such interim period will permit, or to convert to some other production 
(such as millwork, crating, etc.) requiring smaller amounts of capital 
for interim financing. In either case, housing production is lost and, 
where prefabricated production is cut back, there is also a loss of 
operating economy and a consequent rise in unit cost. 

Also, there may arise cases where, in order to supply housing 
required for a defense installation, it is necessary to secure a sub- 
stantial expansion in the production of a prefabricated-house manu- 
facturer. If, in such case, adequate financing is not available from 
private sources of credit, the Government should be in a position to 
assure that the expansion needed for defense purposes can be financed. 

The following are examples of the need for Government loan assist- 
ance by successful prefabricated-housing manufacturers: 

A southeastern manufacturer.—A company is eng»ged in the produc- 
tion of two- and three-bedroom prefabricated houses of basic wood 
frame. Wall-size panel sections are completely prefabricated at the 
factory, which is located in the southeastern area, and shipped on trailers 
to provide a complete house except for foundation, plumbing, electric 
distribution system, and interior and exterior decoration. ‘The house 
packages are erected by a subsidiary, or are sold to dealers, distribu- 
tors, or contractors. The size of the house packages varies from four 
to seven rooms, with a retail selling price for the finished houses 
ranging from approximately $6,000 to $15,000, depending on size and 
facilities. During 1950, the company manufactured and sold approxi- 
mately 1,200 houses. This has been made possible by financing 
furnished under the Government prefabricated-loan program now 
administered by the Housing and Home Finance Agency. 

This company was established in 1923 as a sawmill and lumber 
company. Subsequently, its manufacturing activities were increased 
and building activities added. 

In October of 1946, its plant and equipment were appraised at 
approximately $110,000. It sought a loan of $1,000,000 for plant 
expansion and operating capital to manufacture prefabricated houses, 
utilizing all of the lumber from its wholesale lumber operations, and 
increasing its labor force from 185 to 450. The houses were to be 
produced pursuant to a market guarantee agreement. A loan of 
$1,000,000 was authorized for these purposes on October 30, 1946. 
Bank credit was unavailable because local banks were not willing to 
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provide extensive credit for financing an enterprise in a new and 
relatively untested field. 

A year later, at the end of 1947, the company was producing four 
houses a day, and had earned $18,000 after depreciation and Federal 
income taxes during the year. In connection with a settlement of 
the market guarantee agreement a loan of $1,000,000 was made avail- 
able in Febr uary of 1948 to provide funds to enable the company to 
work off its inventory of raw materials and completed houses in an 
orderly manner. During the latter half of 1948, the company’s 
production was materially reduced because of reduction in mortgage 
credit. 

On February 7, 1949, a loan of $2,000,000 was authorized to be 
utilized principally for financing the erection of houses on sites 
approved by VA and FHA. It was necessary because approximately 
80 percent of the house packages were then being sold to its affiliated 
companies, whose operations were financed by the borrower company. 
Since the borrower company did not have the capital to finance these 
building activities and local banks were unable or unwilling to provide 
financing, it had been necessary for the company to reduce its production 
of house packages from the four-a-day level to about one house a day. 

By October 31, 1949 production had reached 15 to 18 units per 
week, the capacity of its plant being 25 units per week. Its total 
production for 1949 was in the neighborhood of 600 units. 

Although by April of 1950 the company’s working capital was 
$2,123,958.42, it continually found itself with insufficient funds, 
which affected its operations adversely as most of its current assets 
were pledged to secure existing indebtedness. Accordingly, on May 
11, 1950 an additional and refunding loan in the amount of $4,400,000 
was authorized for financing site construction of its houses approved 
by FHA and VA, for financing builder’s accounts receivable, for 
operating expenses, and for site development of land ov which the 
houses were to be constructed. 

The company ended the year 1950 in a generally much improved 
condition. Its December 31, 1950, financial statement showed current 
assets of $4,570,000, against current liabilities of $758,000. Its pro- 
duction expanded throughout the year, totaling approximately 1,200 
units, a 100-percent increase over the previous year, net sales totaling 
$4,928,000. Its profit for the year amounted to $274,000 after de- 
preciation and Federal income taxes. 

The first two loans have been reduced to a total of approximately 
$600,000, the third loan has been repaid and payments on all outstanding 
loans are current. In addition, the collateral for each loan considerably 
exceeds in value the unpaid balance of the outstanding loans 

The company’s plans for 1951 contemplate sales of 5,000 units, 
virtually all of which are scheduled for areas of critical military and 
defense housing needs. Notwithstanding its significant progress, the 
company continues to find itself in a situation of extreme shortage of 
working funds. This is due to the fact that its trade area is in a 
territory where there are few large well-financed builders and where 
local banking facilities are inadequate to finance large-scale operations. 
To finance this increased volume, the company has requested an addi- 
tional loan of $1,750,000 from the Housing and Home Finance Agency 
and has wnednaed for financing by a New York and a Philadelphia 
bank, with local bank participation, for some of its dealers. This 
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private financing has a limit of $6,000,000 and should be the start of a 
gradual transfer from Government to private financing of the entire 
operation. 

A midwestern manufacturer.—One of the major producers of pre- 
fabricated houses had a line of credit with a ceiling of slightly under 
$2,000,000 from a large New York bank. The bank was entirely satis 
fied with its arrangement but was unwilling to increase the credit 
ceiling. In 1948 the company applied to the Government for a credit 
in the amount of $6,000,000 to be used to finance its dealers. The 
loan was authorized, and after the company had been operating with the 
use of the credit for less than a year, two midwestern banks appreciating 
the soundness of the credit and of the company’s operation agreed to a 
refunding loan of $6,500,000 at a lesser rate of intere st than that charged 
by the Government. With the increase: l credit facilities, the company has 
expanded its operations siz and one-half times in the last 5 years. 


B. COMMUNITY FACILITIES AND SERVICES 


(1) All needed defense comm unity facilit r Ss and service © cannot be pro- 
vided by local communities without Federal assistance 

It is obvious that furnishing such necessary facilities as adequate 
water supply and sewer lines to defense plants and installations is 
essential to national-defense activities. Without the provision of these 
facilities defense plants and installations could not be built in the 
locations where they are needed. It is equally important to provide 
these facilities for housing required for workers needed to man the 
defense production lines, and in sufficient time to avoid delaying or 
impeding national defense activities. Where housing must be con- 
struc te -d for defense workers, related community facilities and services 
must be provided. In many cases, housing cannot be provided at all 
until necessary additional community facilities such as water, sewers, 
gas and other public utilities are enlarged or extended. 

It would be entirely unrealistic to expect local governments to bear 
the entire burden of furnishing community facilities and services re- 
quired by the sudden impact of defense activities in the area. In 
many cases, especially in relatively isolated areas, this would be legally 
impossible because of constitutional and statutory debt limitations 
applicable to the local governments. These facts are particularly im- 
portant because new plants, camps, or other defense installations are 
frequently located in unincorporated or isolated areas where there is 
little or no reserve taxing power. 

Further, most municipalities budget long-term capital improvement 
programs to provide the new or ad litional public facilities and serv- 
ices needed to keep pace with the normal expected growth and expan- 
sion of the area. Many of our municipalities are hard pressed finan- 
cially to keep pace with the needs resulting from normal expected 
growth and expansion. Moreover, the impact of defense activities is 
sudden, it completely distorts the pattern of normal community 
growth and expansion by substantial and rapid increase in population, 
and it results in immediate and urgent needs for additional public 
facilities and services. 

The ability of many municipalities to furnish additional community 
facilities and services is especially limited at the present time because 
of recent heavy increases in municipal expenditures for facilities and 
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provide extensive credit for financing an enterprise in a new and 
relatively untested field. 

A year later, at the end of 1947, the company was producing four 
houses a day, and had earned $18,000 after depreciation and Federal 
income taxes during the year. In connection with a settlement of 
the market guarantee agreement a loan of $1,000,000 was made avail- 
able in February of 1948 to provide funds to enable the company to 
work off its inventory of raw materials and completed houses in an 
orderly manner. During the latter half of 1948, the company’s 
production was materially reduced because of reduction in mortgage 
credit. 

On February 7, 1949, a loan of $2,000,000 was authorized to be 
utilized principally for financing the erection of houses on sites 
approved by VA and FHA. It was necessary because approximately 
80 percent of the house packages were then being sold to its affiliated 
companies, whose operations were financed by the borrower company. 
Since the borrower company did not have the capital to finance these 
building activities and local banks were unable or unwilling to provide 
financing, it had been necessary for the company to reduce its production 
of house er the four-a-day level to about one house a day. 

By October 31, 1949 production had reached 15 to 18 units per 
week, the Saas of its plant being 25 units per week. Its total 
production for 1949 was in the neighborhood of 600 units. 

Although by April of 1950 the company’s working capital was 
$2,123,958.42, it continually found itself with insufficient funds, 
which affected its operations adversely as most of its current assets 
were pledged to secure existing indebtedness. Accordingly, on May 
11, 1950 an additional and refunding loan in the amount of $4,400,000 
was authorized for financing site construction of its houses approved 
by FHA and VA, for financing builder’s accounts receivable, for 
operating expenses, and for site development of land ou which the 
houses were to be constructed. 

The company ended the year 1950 in a generally much improved 
condition. Its December 31, 1950, financial statement showed current 
assets of $4,570,000, against current liabilities of $758,000. Its pro- 
duction expanded throughout the vear, totaling approximately 1,200 
units, a 100-percent increase over the previous year, net sales totaling 
$4,928,000. Its profit for the year amounted to $274,000 after de- 
preciation and Federal income taxes. 

The first two loans have been reduced to a total of approximately 
$600,000, the third loan has been repaid and payments on all outstanding 
loans are current. In addition, the collateral for each loan considerably 
exceeds in value the unpaid balance of the outs standing loans. 

The company’s plans for 1951 contemplate sales of 5,000 units, 
virtually all of which are scheduled for areas of critical military and 
defense housing needs. Notwithstanding its significant progress, the 
company continues to find itself in a situation of extreme shortage of 
working funds. ‘This is due to the fact that its trade area is m a 
territory where there are few large well-financed builders and where 
local banking facilities are inadequate to finance large-scale operations. 
To finance this increased volume, the company has) requested an addi- 
tional loan of $1,750,000 from the Housing and Home Finance Agency 
and has edeeed for financing by a New York and a Philadelphia 
bank, with local bank participation, for some of its dealers. This 
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private financing has a limit of $6,000,000 and should be the start of a 
gradual transfer from Government to private financing of the entire 
operation. 

A midwestern manufacturer.—One of the major producers of pre- 
fabricated houses had a line of credit with a ceiling of slightly under 
$2,000,000 from a large New York bank. The bank was entirely satis 
fied with its arrangement but was unwilling to increase the credit 
ceiling. In 1948 the company applied to the Government for a credit 
in the amount of $6,000,000 to be used to finance its dealers. The 
loan was authorized, and after the company had been operating with the 
use of the credit for less than a year, two midwestern banks appreciating 
the soundness of the credit and of the company’ 8 operation ag? reed to a 
refundi ing loan of $6,500,000 at a lesser rate of in terest than that char: jed 
by the Government. W ith the increased credit fac ilities, the company has 
expanded its operations sia and one-half times in the last 3 years. 


B. COMMUNITY FACILITIES AND SERVICES 


(1 ) All needed de fe nse community facilit? és and services cannot be pro- 
vided by local communities wv ithout Federal assistance 


It is obvious that furnishing such necessary facilities as adequate 
water supply and sewer lines to defense plants and installations is 
essential to national-defense activities. Without the provision of these 
facilities defense plants and installations could not be built in the 
locations where they are needed. It is equally important to provide 
these facilities for housing required for workers needed to man the 
defense production lines, and in sufficient time to avoid delaying or 
impeding national defense activities. Where housing must be con- 
struc ted for defense workers, related community facilities and services 
must be provided. In many cases, housing cannot be provided at all 
until necessary additional community facilities such as water, sewers, 
gas and other public utilities are enlarged or extended. 

It would be entirely unrealistic to expect local governments to bear 
the entire burden of furnishing community facilities and services re- 
quired by the sudden impact of defense activities in the area. In 
many cases, especially in relatively isolated areas, this would be legally 
impossible because of constitutional and statutory debt limitations 
applicable to the local governments. These facts are particularly im- 
portant because new plants, camps, or other defense installations are 
frequently located in unincorporated or isolated areas where there is 
little or no reserve taxing power. 

Further, most municipalities budget long-term capital improvement 
programs to provide the new or additional public facilities and serv- 
ices needed to keep pace with the normal expected growth and expan- 
sion of the area. Many of our municipalities are hard pressed finan- 
cially to keep pace with the needs resulting from normal expected 
growth and expansion. Moreover, the impact of defense activities is 
sudden, it completely distorts the pattern of normal community 
growth and expansion by substantial and rapid increase in population, 
and it results in immediate and urgent needs for additional public 
facilities and services. 

The ability of many municipalities to furnish additional community 
facilities and services is especially limited at the present time because 
of recent heavy increases in municipal expenditures for facilities and 
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services. The increase in urban population and the unprecedented 
housing boom since the war have placed a corresponding burden on all 
community facilities and services. To this has been added the back- 
log of needed public construction postponed during World War II 
because of the shortage of materials. The concentration of this con- 
struction within the postwar period, as against existing statutory and 
constitutional debt limitations, has greatly reduced the borrowing 
authority of many cities. An indication of the rate of increased ex- 
penditures which municipalities have been required to make over the 
past few years is shown below: 








Expenditures for— 1945 1949 1950 
Rs Lac Dc dy bd ec tinhcoadbtbitictidaisled ish dieeinisuts oda bbbd $97, 000, 000 | $700, 000, 000 $650, 000, 000 
a i a a nN 59, 000, 000 }1, 000, 000, 000 | 2, 500, 000, 000 
3. Streets and roads : : ae Neal ae ee 400, 000, 000 |2, 000, 000, 000 | 2, 500, 000, 000 


Although the construction of residential housing adds to the tax 
base, it cannot, without an excessive, or unusually high, tax levy, 
provide the additional revenue required to pay for police and fire 
protection, school operation, garbage and refuse disposal, and other 
public services, and to provide the funds necessary to amortize 
municipal bonds sold to construct utilities, schools, and other public 
facilities, all of which will be made necessary by the growth of the 
population living in these new houses. 


(2) Existing laws are not adequate to assure the provision of needed 
defense community facilities and services 


No existing Federal legislation relates to assistance for community 
facilities and services such as water-purification plants and distribution 
systems, sewer systems and other public utilities, fire-protection 
facilities, and garbage and refuse disposal facilities. These are 
obviously essential either to the operation of new defense plants and 
installations or to the provision of new housing required for in-migrant 
defense workers. 

Existing Federal laws for assistance to localities for community 
facilities and services are limited to hospitals and schools. They are 
not designed to meet needs arising in connection with new and 
expanding defense activities. They were enacted in the postwar 
period to meet local needs already existing. Also, assistance is fur- 
nished on the basis of rigid formulae which are not geared to pro- 
spective needs, and they are not adaptable to meeting the needs of 
defense areas. 

These existing Federal laws are the Hill-Burton Act (Public Law 
725, 79th Cong., as amended by the Hospital Survey and Construction 
Amendments of 1949, Public Law 380, 81st Cong.); the School Con- 
struction Act (Public Law 815, 81st Cong.); and the School Aid Act 
(Public Law 874, 8ist Cong.). 

The Hill-Burton Act authorizes certain Federal assistance to States 
and localities for furnishing part of the cost of hospitals. This 
assistance was designed to meet existing needs other than new ones 
created by defense activities. Moreover, the act required the prepara- 
tion of a hospital construction program in each State based upon a 
survey of need. No project not included in such program is eligible 
for assistance. Since these need surveys were made several years ago, 
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the sudden in-migration of defense workers into centers of defense 
production or defense activities will obviously create a pattern of need 
quite different from the pattern of needs upon which the eligibility for 
assistance under the Hill-Burton Act is based. The assistance under 
the act must be furnished pursuant to a very complex formula based 
upon State programs, the number of people in the area in which such 
facilities are to be constructed, the number of existing facilities, and 
the per capita income of the people of the State. This formula appears 
to be unworkable for meeting anticipated needs for hospitals in defense 
areas, since the suddenness with which defense activities affect a 
community creates a local burden which would not be adequately 
measured by the rigid formula of the act. 

The School Construction and School Aid Acts provide assistance 
for the construction and operation of schools in areas affected by 
Federal activities. These acts were designed to meet a need existing 
at the time they were enacted—not new defense needs. The formu- 
lae provided for determining the amount of financial assistance are, 
in general, based on the number of students already in the area, and 
are therefore inadequate for meeting the needs of the children of war 
workers to come into the area. 

Your committee fully recognizes that financial assistance which 
may be available under the Hill-Burton Act, and the School Construc- 
tion and School Aid Acts cannot, and should not, be expected to make 
it possible for local communities to provide for newly arising needs for 
hospitals and schools attributable to substantial in-migration of de- 
fense workers. At the same time, assistance available under those 
acts may enable some local communities to meet all, or some portion 
of the defense needs. To the extent that they can, assistance should 
not be available under this bill and your committee has so provided. 
(3) Community facility experience in World War II 

During the defense and war period of World War II, the Federal 
Government was authorized to make loans and grants to local com- 
munities to assist them in providing, and, where necessary, to provide 
directly, any community facilities which the President found were 
required in any locality to support national defense activities and 
would not otherwise be provided when needed. The table appearing 
in the appendix to this report at page 91 shows the total program, by 
type of project and source of funds. 

During this entire period, a total of 4,059 defense community 
facility projects w ere provided with a total cost of about $458 million, 
of which about $358 million were Federal funds and about $100 million 
were local funds. 

Of the 4,059 defense community facility projects constructed, schools 
represented 31 percent; hospitals and health centers, 22 percent; 
water, 12 percent; sewer, 11 percent; recreation, 17 percent (almost 
entirely for use of USO); ‘police and fire, 4 percent; streets, 2 percent; 
and miscellaneous facilities such as garbage disposal facilities, 1 
percent. 

Of the 4,059 defense community facility projects, 2,228 were con- 
structed on a non-Federal basis, under which the local community 
participated in the cost of the work, and title to the facility was at all 
times in the hands of the local public body. 1,831 were constructed 
entirely with Federal funds, and, initially, title was vested in the 
Federal Government. 
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At the end of hostilities, disposition of the federally constructed 
projects was begun. Except for a few projects reserved for other 
Federal agencies, and a very limited number still held pending dis- 
position of the housing which they were built to serve, all have been 
disposed of. The Federal projects cost about $179 million, of which 
projects costing about $140 million have been sold. Recoveries 
amount to about $33% million, or 24 percent of the cost. These 
projects, of course, will continue to serve usefully for many years 
basic community needs. 

Of the 4,059 defense community facility projects, 716 (or 17 percent) 
involved recreational facilities, most of which were buildings for the 
use of the USO. Total funds used for these facilities amounted to 
about $31 million, of which about $650,000 were local funds. 


V. Trrite sy Tirte ANALYSIS OF THE BILL 


A. TITLE I-—CRITICAL DEFENSE HOUSING AREAS, PROCEDURES FOR 
EXERCISE OF AUTHORITY, AND EXPIRATION DATE 


(1) Limitation of authority to critical defense housing areas 

This title, added by your committee, contains a section (sec. 101, 
p. 54 of bill) which provides that the authority contained in titles II, 
III, and IV of the bill shall not be exercised in any area unless the 
President shall have determined that such area is a critical defense 
housing area. Such a determination would be made only if the Presi- 
dent found the following conditions to exist: 

(a) A new defense plant or installation has been or is to be provided, 
or an existing one reactivated or its operation substantially expanded; 

(6) Substantial in-migration of defense workers or military per- 
sonnel is required to carry out activities at such defense plant or in- 
stallation; and 

(c) A substantial shortage of housing for such defense workers, 
or for military personnel, exists or impends which impedes or threatens 
to impede activities at such plant or installation, or community fa- 
cilities or services required for such defense workers or military per- 
sonnel are not available or are insufficient. 


2) Full opportunity for private enterprise to provide all needed permanent 
defense housing 

Title I also contains a section (sec. 102, p. 55 of bill) which is 
designed to assure that private enterprise shall be afforded full 
opportunity to provide the needed defense housing. The section 
requires that in any area which the President declares to be a critical 
defense housing area— 

(a) First. The Housing and Home Finance Administrator shall 
publicly announce the number of permanent dwelling units needed 
for defense workers and military personnel in the area, including 
information as to types (such as rental or sales units), rentals and 
sales prices, and general locations; 

(6) Second. Residential credit restrictions under the Defense 
Production Act of 1950 shall be relaxed in a manner and to an extent 
determined by the President to be appropriate and necessary to obtain 
the production of the needed defense housing; 
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(c) Third. The proposed FHA mortgage insurance aids under title 
II of the bill shall be made available to obtain the production of the 
needed defense housing; and 

(d) Fourth. No permanent housing shall be constructed by the 
Federal Government under title III of the bill except to the extent 
that private builders or eligible mortgagors have not, within a period 
of not less than 60 days (or such longer period as the Housing Ad- 
ministrator may specify) following the announcement of the avail- 
ability of the proposed FHA mortgage insurance aids under title II 
of the bill, indicated threugh bona fide, eligible applications for excep- 
tions from residential credit restrictions or for mortgage insurance or 
guaranty that they will provide the entire amount of the needed perm- 
anent defense housing, as so publicly announced. 


(3) Maximum contribution by local agencies of defense community 
facilities and services 

Title I contains a section (sec. 103, p. 56 of bill) which is designed to 
assure that, to the maximum extent possible, community facilities 
and services required for defense workers coming into a critical defense 
housing area (1) will be owned and operated by the appropriate local 
agency or political subdivision, and (2) will be provided by them with 
their own funds or with loan funds authorized by this title of the bill. 
The section contains the following three limitations on the authority 
relating to community facilities and services provided by title III of 
the bill: 

(a) No loan shall be made pursuant to title III of the bil! for the 
provision of community facilities or equipment required in connec- 
tion with defense activities in the area, unless the chief executive 
officer of the appropriate political subdivision certifies, and the 
Housing Administrator finds, that such facilities or equipment could 
not otherwise be provided when needed; 

(6) No grant or other payment shall be made pursuant to title 
III of the bill for the provision, or for the operation and maintenance, 
of community facilities or for the provision of community services 
required in connection with defense activities in the area, unless the 
chief executive officer of the appropriate political subdivision certifies, 
and the Housing Administrator finds, that such community facilities 
or services cannot otherwise be provided when needed, or operated 
and maintained, without an increased excessive tax burden or an un- 
usual or excessive increase in the debt limit of the appropriate local 
agency; and 

(c) No community facilities or services shall be provided, main- 
tained, or operated, as the case may be, by the United States directly 
except where the appropriate loc al agency is demonstrably unable to 
do so adequately with its own personnel, with the aid of the loans, 
grants, or payments authorized to be made under title III of the bill. 


(4) Exmration date 


Section 104 of the bill (p. 58 of bill) provides that basic authorities 
under titles II, III, IV, and V of the bill shall expire after June 30, 
1953. After that date- 

(a) No mortgage may be insured under the new FHA mortgage 
insurance program for defense housing, except pursuant to an out- 
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standing commitment, or where an existing mortgage under that 
program is being refinanced ; 

(6) No agreement may be made to extend assistance for the pro- 
vision of community facilities or services under title III of the bill 
and no construction of housing or community facilities by the Housing 
and Home Finance Administrator may be begun under that title; 

(c) No land may be acquired by the Housing and Home Finance 
Administrator under title 1V of this bill; and 

(d) No prefabricated housing loan may be made under the proposed 
new section 102a of the Housing Act of 1948, except pursuant to am 


outstanding commitment, or to refinance an existing loan under that 
section. 


(5) How the need for defense housing will be determined 


It is the understanding of your committee that the procedures for 
dete rmining the need for defense housing would be along the following 
lines: 

(a) The defense procurement agencies would supply the information 
as to the defense contracts and other defense activities being under- 
taken, or to be undertaken, in various localities. 

(6) The Department of Labor, in consultation with the defense 
plants in each locality, would ascertain the manpower required for the 
production schedules on defense orders, and whether the needed man- 
power was available in the locality. In this connection the following 
matters would also be considered: 

(i) Labor demand.—A check to determine that the demand for 
labor is bona fide and is justified by the defense production 
schedules; 

(ii) Maximum utilization of local labor supply.—A check to 
determine that maximum utilization has been made of the exist- 
ing local labor supply through use of employed workers at their 
highest potential skills, through employment of unemployed 
workers and recruitment of additions to the local labor supply, 
such as women workers, older workers, and part-time workers, as 
well as through transfer of workers from less essential activities; 
and 

(iii) In-migrant labor requirements.—On the basis of the rela- 
tionship between the labor demand and the local labor supply 
which exists or can be recruited, a determination would be made 
of in-migrant labor requirements of the defense plants and 
facilities in the area. This determination would also include the 
marital status of the in-migrants, their family composition, 
income levels, and other needed data. 

(c) If the labor requirements of the defense plants and facilities 
in the area substantially exceed the supply of labor available locally, 
the Department of Labor would furnish the Housing Agency with 
information as to the number of additional workers who must be 
brought into the area in order to meet the defense production schedules. 

(2) On the basis of the labor in-migration require ments furnished 
by the Department of Labor, the Housi ing Acvency would translate 

1 The procedure outlined relates to civilian defense workers employed in defense plants. Housing needed 
for service personnel or for civilian employees of the armed services and for employees of Federal agencies 
when such employees are engaged in activities essential to the defense mobilization program would also be 


considered as ‘“‘defense housing” although the procedures for determining the extent of the housing needed 
for such purposes would necessarily be somewhat different from the procedures outlined here 
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those estimates into housing requirements. In this connection the 
following matters would be considered: 

(i) Maximum use of existing housing supply.—Estimate of addi- 
tional absorptive capacity in the existing housing supply (vacan- 
cies, supply of rooms, possibility of conversion, ete. 

(ii) Housing under construction or planned to be started. — 
Estimated number of units currently under construction or 
planned; and 

(iui) New units needed.—Number of additional units, if any, 
needed (by sales prices, rent levels, size, and general location). 

(e) The combined findings of the Department of Labor and the 
Housing Agency would be presented to the President with recom- 
mendations as to whether the locality should be designated as a 
“critical defense housing area.’’ In this connection, the factual data 
would have to justify three findings: 

(i) That substantial defense activities (in the form of new 
defense plants or installations, or reactivations or substantial 
expansion in operations of existing defense plants or installations) 
have already taken place or are contemplated in the area; 

(ii) That the local labor force is not adequate to meet the 
labor requirements for present or planned defense activity in the 
area, thereby necessitating substantial in-migration; and 

(iii) That the local supply of housing is inadequate to meet 
the needs of in-migrant defense workers required to be brought 
into the area. 

Upon the designation by the President of a locality as a ‘‘critical 
defense housing area,” the Housing Agency would be immediately 
prepared to institute a program of selective relaxation of housing 


credit controls for the area, and to make the special FHA insurance 


aids under title Il of the bill available, to the extent necessary to 
assure the provision of the amount of needed defense housing. Similar 
procedures would apply with respect to community facilities and 
services. 

(6) How “defense workers’ will be determined 


Your committee understands that ‘‘defense workers’’ must be deter- 
mined on the basis of the actual requirements of the defense mobiliza- 
tion program, and that such determinations would be made pursuant 
to public regulations. It may be assumed that the procedures would 
be patterned along the general lines of those used during the defense 
and war period of World War II which were as follows: 

(a) Basic policy.—Defense housing would be made available only 
for “‘defense workers’”’ whose “‘in-migration’’ from beyond the distance 
of feasible transportation into areas of intensive defense production 
activity is “indispensable” to augment the local labor supply to the 
extent necessary to secure maximum practicable defense production. 

(b) “Defense worker.”-—A person employed or stationed at a defense 
ns or defense installation (included in a list prepared for each 
locality by the local representatives of the housing and manpower 
agencies) engaged in essential national defense activities. Such plants 
or installations might include— 

(i) Reservations, posts, bases, or installations of the Depart- 
ment of Defense, and officers of Federal agencies carrying out 
essential national defense activities, and 
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(ii) Facilities for— 
production, mining, or fabrication of materials or prod- 
ucts used exclusively or almost exclusively by the Armed 
Forces, the Coast Guard, and the merchant marine, and the 
production, mining, fabrication, or processing of materials 
essential to the production of such materials or products; 
b. transportation necessary to the transport of the armed 
services, defense materials or products, or defense workers; 
c. industrial processing of food and other activities in food 
industries; 
d. power production necessary for the facilities enum- 
— herein; 
production or repair of equipment, machinery, and tools 
nee eded for the foregoing = tivities; or 
f. performing services (such as water, sewage, and public 
utility services; medical, dental, and public health services; 
fire and police protection; educational services; and in excep- 
tional circumstances food distribution and essential neighbor- 
hood service trades) within a critical defense housing area 
which are necessary to the health and safety of ‘defense 
workers’”’ in such area. 
) In-migrant.—A “defense worker’’ whose present or most recent 
Bs ice is beyond practicable daily commuting distance from the 
defense plant where he is to work. Under the conditions prevailing 
during World War HU, “practicable commuting distance’? was con- 
sidered to be a distance within which it is possible to commute daily 
with a normal traveling time of not more than 3 hours per round trip. 
(d) Indispe nsable-—A “defense worker” whose “‘in-mi; gration’’ into 
the area is “absolutely indispensable to the defense effort.” No 
shortage of labor justifying in-migration was considered to exist unless 
every reasonable effort had been made to meet the labor requirements 
of the defense plants by the use of local labor and by all other prac- 
ticable alternatives. 


B. TITLE II-——-FHA MORTGAGE INSURANCE FOR DEFENSE HOUSING 


(1) Purpose 


Title II of the bill would add a new title IX to the National Housing 
Act authorizing the FHA, until June 30, 1953, to provide special mort- 
gage insurance aids to private industry for the production of housing 
needed in defense areas. Like other major provisions of the bill, the 
special insuring authority in the new title IX is provided for use only 
in areas declared by the President to be critical defense housing areas. 
The title also provides for careful programing as to the amount and 
types of housing needed and to be provided. This title reflects the 
lessons learned from experience under the old title VI of the National 
Housing Act. The proposed new program should go far toward meet- 
ing defense housing needs in most critical defense areas. 

Two general types of housing could be built under the proposed new 
title IX. One type would consist of one- and two-family houses, and 
the other of multifamily projects. 


(2) Liberal mortgage-insurance terms for one- and two-family houses 


Under section 903 (p. 60 of the bill), the Federal Housing Com- 
missioner would be authorized to insure mortgages on one- and two- 
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family houses. It is contemplated that such houses would be designed 
and constructed for ultimate sale but that they would be required to 
be held for rent for defense workers or military personnel for such 
period of time as may be necessary to meet the requirements of the 
defense mobilization program. Under this section the FHA would be 
authorized to insure 25-year, 90-percent mortgages of builder-sponsors 
who in turn would be required, under special rules and regulations of 
the Federal Housing Commissioner, to hold such properties for rent 
to persons engaged in national-defense activities. 

Your committee believes that the provisions for 90-percent mort- 
gages with respect to the housing insured under this section are fully 
justified by the fact that such housing may be provided only in critical 
defense housing areas, will be carefully programed according to need, 
and must generally be held for rent to persons engaged in national 
defense activities. These considerations, ¢ ouple d with the fact that 
the more liberal financing terms are necessary in order to give priv: ate 
enterprise full opportunity to provide the permanent housing which 
must be provided for defense purposes, warrant the enactment of this 
legislation making more liberal terms available for housing insured 
under the proposed new section 903 than is presently permitted in the 
regular FHA program even when the residential credit regulations 
issued pursuant to the Defense Production Act of 1950 are removed 

The experience during World War II with FHA insured financing 
on residences similar to those which would be eligible for insurance 
under section 903 was, on the whole, a satisfactory one. During the 
defense and war period more than $1,700,000,000 of mortgages were 
insured under the special FHA insurance authorization for defense 
and war housing and some 400,000 one- to four-family houses for 
defense workers were financed pursuant to that special FHA defense 
and war housing insurance authorization. A large proportion of 
these houses was required to be held for rent, and occupancy was 
restricted to defense workers. Virtually all of these houses have now 
been sold to owner-occupants and FHA’s experience in connection 
with that program has been highly satisfactory. 

(3) Liberal mortgage insurance terms for multifamily rental projects 

Provision is also made under section 908 (p. 75 of bill) of the new 
title [IX for construction of modest rental projects which would usually 
be of the garden type. Here again, 90-percent mortgage terms would 
be made available by the Congress notwithstanding residential credit 
restrictions imposed by regulations issued under the Defense Produc- 
tion Act of 1950, since it is obvious that credit restrictions imposed 
by such regulations (which require minimum down payments and 
limit mortgage maturities) should not be applicable to housing needed 
for defense workers and insured either under section 903 or section 908 
of this bill. In both cases the housing would be provided only in 
critical defense housing areas, would be programed carefully, and 
would be rented to defense workers and military personnel and their 
families. Your committee has also noted in this connection that 
regulations now in force imposing residential credit restrictions have 
(for apparently similar reasons) exempted from such restrictions 
mortgages financed under title VIII of the National Housing Act, the 
military housing mortgage insurance title. Title VIII, like the pro- 
posed new title IX, has as one of its purposes, the encouragement of 
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private enterprise to do as large a part of the total defense housing 
job as is possible. 


(4) Maximum mortgage limitations under proposed new FHA program 


There is included in the proposed new title IX of the National 
Housing Act maximum mortgage limitations which your committee 
believes will prove adequate to permit the construction of both one- 
and two-family houses and multi-family projects containing units of 
adequate size to house the families of persons engaged in national 
defense activities. 

The principal mortgage amount under section 903, as introduced, 
could not exceed 90 percent of the FHA appraised value, nor $8,100 
for a single-family residence or $15,000 for a two-family residence, 
except that the FHA could increase the dollar limitations by $900 
for a third bedroom in a family unit and another $900 for a fourth 
bedroom. As reported, the bill would provide that the Federal 
Housing Commissioner could, by regulation, increase the $8,100 and 
$15,000 maximum amounts to $9,000 and $16,000, respectively, in any 
geographical area where he found that cost levels so require (p. 62, 
line 18, of bill). Similarly, your committee has recommended that 
the $900 increases for a third and fourth bedroom provided for in the 
bill as introduced should be changed to $1,080 (p. 63, line 3, of 
bill). It should be noted, however, that the $1,080 increase for a 
third bedroom and a like increase for a fourth bedroom are authorized 
to be granted only if the Federal Housing Commissioner finds that the 
particular unit meets sound standards of livability as a three-bedroom 
or a four-bedroom unit, as the case may be. It is intended, by the 
inclusion of this specific requirement to prevent the granting of any 
increase in the amount of the mortgage by reason of the inclusion of 
third or fourth bedrooms without corresponding increases in other 
essential accommodations in a three- or four-bedroom dwelling, as 
compared to a one- or two-bedroom dwelling. For example, a small 
dining room in a two-bedroom house whic h may be adequate for a 
family with one or two children, would be totally inadequate in a 
three bedroom house for a family with four children. Also, it is 
apparent, that design standards for three- and four-bedroom houses 
should be quite different from the design standards appropriate for 
one- and two-bedroom houses. It is the intention of your committee 
that the Federal Housing Commissioner, in his administration of these 
provisions, shall be most vigilant in assuring that such sound standards 
of livability shall be fully observed in the design and construction of 
any housing for which any such increase in the mortgage amount 
is granted for third or fourth bedrooms. Further, it is the expectation 
of your committee that the Federal Housing Commissioner will bring 
the intent of your committee in this important area to the specific 
attention of the members of his staff, both in Washington and in the 
field, who have responsibilities in connection with the processing and 
approval of such cases. 

Under section 908 of the bill, as introduced, FH A-insured mortgages 
for rental-type housing projects could not exceed $8,100 per family 
unit or $7,200 if the number of rooms per unit were under four. 
Your committee has proposed an amendment under which the Federal 
Housing Commissioner could increase these dollar limits by up to 
$900 in any geographical area where he finds that cost levels so 
require (p. 76, line 20, of bill). 
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Your committee believes that these cost limitations are adequate 
to obtain the needed housing. Your committee also believes that the 
authority granted to the Federal Housing Commissioner to increase 
sections 903 and 908 mortgage limits for high-cost areas should be 
exercised with extreme care. It is intended that the escalator 
clause permitting a higher maximum mortgage amount in those geo- 
graphical areas where cost levels so require shall be most strictly 
administered by the Federal Housing Commissioner consistent with 
the intent of the Congress, and that increase should be granted for 
high-cost areas only where made absolutely necessary, and only in 
the amounts which are necessary in such cases. The escalator clause 
is intended to help meet the higher construction cost situation which 
is generally prevailing within the large metropolitan areas and, under 
no circumstances, should be administered by the Federal Housing 
Commissioner in such a manner as would tend to permit the allowable 
higher mortgage ceilings to become general. Your committee also 
intends that, in the administration of these provisions, the Federal 
Housing Commissioner should document, by written memorandum 
to be retained in his files, the evidence of the need for higher cost 
limits approved for any area so that the supporting data may be 
readily available for the information of the home-building industry, 
the Congress, and your committee. Your committee has also added 
two new provisions to the bill (subsee. 903 (e) at p. 66, line 5 and the 
proviso in subsec. 908 (b) at p. 76, line 20) which are intended to 
assure that, on the haiebe of the ultimate actual cost of construction 
of the particular housing, the mortgagor will in fact make an equity 
investment in housing insured by the FHA under the proposed new 


title IX. 


(5) Major difference between proposed new FHA program and old FHA 
title VI program 

There are important differences between the proposed title [IX and 
the old FHA title VI program. While 90 percent insured financing on 
a ‘necessary current cost’’ basis appeared to be necessary to assure the 
production of needed defense housing at the outset of the World War 
II defense period (especially in view ‘of the generally low level of pro- 
duction, obtaining in the home-building industry during the thirties, 
and while it was successful in obtaining the needed production, the 
operations under the FHA’s title VI authority in the later years 
indicated that it was more liberal than necessary. 

Your committee is strongly of the opinion that it should not be 
necessary in the current defense period to return to the title VI type 
of financing to obtain the necessary rental accommodations which 
must be provide 1d for essential defense workers. The housing industry 
is in a much stronger position today and has a far greater capacity for 
production than was the case at the outset of the defense period of 
10 years ago. Your committee believes that it is highly important 
to maintain a valuation basis as a means of avoiding unnecessary 
Government support for the upward pressure of costs, and has there- 
fore approved the valuation base which is set forth in the proposed 
new title LX of the National Housing Act. 

At the same time, the title would provide higher mortgage ratios 
than under the regular FHA program and would also provide that 
mortgages may be insured on houses if they constitute an acceptable 
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risk in view of the needs of national defense. The “acceptable risk’’ 
standard (p. 64, line 25, of bill) would permit the FHA to underwrite 
projects which might not meet the long-term normal criteria of 
economic soundness, especially as to location and continued market- 
ability, which are required under the regular FHA program. 

This deviation from the economic soundness requirement is essential 
in a defense period since there will undoubtedly be cases in which the 
long-term marketability of residential property located in critical 
defense areas will be questionable in view of the impossibility of deter- 
mining the duration or permanence of the housing need which derives 
directly from increased defense activity. Your committee intends, 
and the testimony presented to your committee by the Housing 
Administrator so indicates, that the substitution of the “acceptable 
risk”’ test will avoid reductions in valuations based solely on lack of 
firm evidence of long-term marketability in such localities. 

In accordance with recent experience, the underlying principles 
contained in the proposed new title IX would permit the FHA on 
the one hand to insure the financing of projects which are admittedly 
more risky than would be acceptable under a long-term peacetime 
program of mortgage insurance but, on the other hand, would not 
offer the liberal terms and accompanying inflationary pressures which 
became so difficult a problem in the administration of title VI. 

(6) Programing of housing aided by new FHA mortgage aids 

All of the housing on which the financing would be insured by FHA 
under title IX would first have to be programed by the Housing 

Administrator. Thus, the Administrator would, in critical defense 
areas so designated by the President, analyze the existing housing 
supply in relation to additional defense manpower estimates furnished 
by appropriate other Federal agencies and translate that analysis 
into a stated number of accommodations which, in the opinion of the 
Administrator, are needed for military personnel and defense workers, 
including, where necessary, additional service trade employees needed 
to serve military personnel and other defense workers. It is con- 
templated that such program determinations would be made in terms 
of location within a defense area, the number of sales and rental units 
required, the rent levels or sales prices which must be achieved if the 
housing is to meet the needs of the defense workers for whom it is 
planned, and in terms of the types of housing which are needed in a 
locality. Thus, a program determination would indicate the general 
locations (in terms of the defense plants and installations to be served) 
where the housing was needed, how many units were to be supplied 
from all sources, what rent levels or sales prices were needed to be 
attained, and how many one-, two-, and multi-family units of particular 
sizes, that is, 2, 3, and 4 bedrooms, should be provided. On the basis 
of such determinations, the FHA would then be in a position to 
process eligible applications under title IX to meet, but not exceed, 
the program determinations. 

As explained in connection with the discussion of title I of the bill, 
full opportunity would be given to private builders, through relaxed 
credit restrictions as well as through liberal FHA mortgage financing 
under title LX (to which credit restrictions would not be applicable) 
to furnish all of the permanent housing needed for persons engaged 
in defense activities. This would be done before any resort could be 
made to the provision of anv permanent housing by the Government. 
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(7) Provision of sales type housing to be temporarily held for rent 
Under this title major emphasis can be placed on the provision of 
one- and two-familv houses designed for ultimate sale but held origi- 
nally for rent. (The special aids for this type of housing were dis- 
cussed above in paragraph B (2) of this part of the report.) The 
reason for such emphasis is threefold: First, such housing in most 
cases and in most locations will more nearly meet the basic needs of 
in-migrant defense workers and their families. In the second place, 
the provision of one- and two-family houses held only temporarily 
for rent will make it much more nearly possible at a later period to 
satisfy the needs and desires for home ownership. Third, housing of 
this type can more readily be obtained because of simpler construction 
and site problems, and because a large segment of the 


industry is 
already engaged in production of this type. 


(8) Rentals under proposed new FHA defense housing program 

The Housing Administrator has furnished estimates with respect 
to the rents which can probably be achieved on new construction 
under this title. Under section 903, in order to obtain the maximum 
mortgage amounts permitted (other than in high-cost areas) minimum 
valuations for two-, three-, and four-bedroom houses would be 
$9,000, $10,200, and $11,400, respectively. For houses valued at 
these figures the Housing Administrator has estimated that the 
rents, after making due allowance for maintenance, upkeep, taxes, 
water charges, etc., will probably run from about $75 to $95 per 
month. For units in multifamily structures constructed under 
section 908, a similar analysis of achievable rents shows a r: ange of 
from approximately $77 in the case of row-house projects to $89 
in the case of walk-up apartments, for units of two or more bedrooms 
valued at about $9,000. Both the rents and valuations cited above 
are the normally applicable maxima contemplated under the present 
terms of the bill and lower figures could and certainly should prevail 
in many localities—and your committee certainly expects that 
FHA’s record of operations under this special authority will bear 
out this fact. Higher rentals would of course result in high-cost 
areas where the Federal Housing Commissioner found it necessary 
to exercise his authority to increase the mortgage limits , 


(9) Extent of additional FILA mortgage insurance authorization 


Since the proposed new title LX could be utilized only in critical 
defense housing areas where Presidential determinations of serious 
defense impact have been made, and since there is no sure way of esti- 
mating with anv firm degree of accuracy the extent to which that title 
may have to be emploved in the next vear, the bill (in sec. 607, at p. 
109, line 1) makes provision for a maximum increase in authorization 
of $1,500,000,000, to be available only in critical defense housing areas, 
for all FHA-insured mortgage programs. Authority to release this 
authorization is vested in the President who would have authority 
under the bill to release such amounts at such times as in his judgment 
are necessary for the continuation in critical defense Senine areas of 
any of the insured mortgage programs of the FHA (except for title VI, 
which has expired), including title VLLI which provides mortgeave insur- 
ance for rental housing for military personnel at military posts and 


bases. Your committee believes that this presents a much more flex- 
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ible arrangement for handling the necessary authorization for FHA 
mortgage insurance programs than would be the case if Congress were 
to try to provide specific authorizations large enough to meet all pos- 
sible defense use in each of the several FEA programs separately. It 
is thus unnecessary to provide an amount equal to the total which 
otherwise would be required for defense use under each of the several 
FHA titles since the use of the new title [IX program should effect a 
corresponding reduction of insurance activity under other titles of the 
National Housing Act. 

Your committee did not make provision in this bill for FHA 
insurance authorization (particularly for its regular title II program) 
necessary for mortgage insurance in other than critical defense housing 
areas. 


(10) Termination of new FHA defense mortgage insurance program 
Title 1 of the bill (at p. 58, line 4) contains a provision that no 

mnesente may be insured after June 30, 1953, under the new title IX 

of the | National Housing Act except pursuant to outstanding com- 


mitments or for the purpose of refinancing existing mortgages ; insured 
under that title. 


C. TITLE III—PROVISION OF DEFENSE HOUSING AND COMMUNITY 
FACILITIES AND SERVICES 


(1) General authority and safeguards 

Title III of the bill as reported would provide (1) authority for the 
Federal Government (subject to limitations prescribed by title I and 
to the other limitations contained in title IIl) to provide defense 
housing, and (2) authority for the Federal Government to assist the 
provision of, or to provide directly, community facilities and services 
needed in critical defense housing areas in connection with national 
defense activities. While provisions of the title are patterned in 
large part after the Lanham Act (which granted the same general 
authority during the last war with respect to both housing and com- 
munity fac ilities and servic es), the specific provisions fully reflect the 
valuable experience gained in this field during the period of World 
War II. For example, your committee has included specific provi- 
sions to assure that the direct provision of housing or community 
facilities and services by the Federal Government will be restricted 
solely to housing, and to community facilities and services: 

(a) The provision of which is essential for the carrying out of basic 
national defense activities in areas which are determined by the Presi- 
dent, pursuant to section 101 (p. 54 of bill), to be “critical defense 
housing areas”; and 

(6) The provision of which cannot be obtained— 

(i) In the case of permanent housing, by private enterprise; and 

(ii) In the case of community facilities and services, by the 
appropriate local agency or political subdivision, first, entirely 
through the use of local funds, and, second, with the financial 
assistance authorized to be made available to such local agency 
or political subdivision under this title of the bill. 

In the case of housing, there are two basic restrictions. 

First. The Federal Government can provide needed permanent de- 
fense housing only to the extent that (after the amount required in any 
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critical defense housing area is publicly announced as provided in sec. 
102 (p. 55 of bill), residential credit restrictions are relaxed on a selec- 
tive basis, and the special FHA mortgage insurance aids are made 
available to assist private enterprise in building housing) private 
builders have not indicated that they can and will provide the full 
amount of the needed housing, as so public ly announce dd. 

Second. In cases where the defense needs are of short duration and 
purely temporary in character, the Federal Government would be 
authorized to provide only temporary housing of a mobile or portable 
character or otherwise constructed so as to be readily available for 
reuse in other locations to meet other purely temporary needs 
302 (b), p. 83 of bill). 

In the case of community facilities and services, there are several 
basic restrictions. 

First. Any needed defense community facilities or services must, 
wherever possible, be provided, and shall be owned, cperated, and 
maintained, by the appropriate local agency or political subdivision 
with local funds (sec. 103 (a), p. 56 of bill), with the provision, maine 
tenance, or operation of any such community facilities or services by 
the Federal Government directly being limited to cases where the 
appropriate local agency or political subdivision is demonstrably un- 
able to do so, even with the financial assistance authorized to be made 
available under the bill (sec. 103 (c), p. 57 of bill). Further, in any 
case where direct. Federal construction of any community facility has 
been necessary, such facility must be disposed of to the appropriate 
State, city, or other local agency not later than 1 vear after the 
expiration date fixed in section 104 of the bill (sec. 309 (d), p. 90 of 
bill). 

Second. Financial assistance in the form of grants to local egencies 
or political subdivisions for community facilities or services is limited 
to cases where the chief executive officer of the appropriate local po- 
litical subdivision certifies, and the Housing and Home Finance Ad- 
ministrator finds, that the required community facilities or services 
could not otherwise be provided or maintained without the imposition 
of an increased excessive tax burden, or an unusual or excessive increase 
in the debt limit of the appropriate local agency (sec. 103 
and the second proviso of sec. 304, p. 85, line 20 of bill). 

Third. Financial assistance authorized to be made available in the 
form of grants to local agencies for hospital construction, or for school 
construction or maintenance, is limited to such portion of the required 
assistance as is not available to such local ageney under Public Law 
725, Seventy-ninth Congress, as amended (the Hill-Burton Act), or 
Public Law 380, Eighty-first Congress, in the case of hospital con- 
struction; Public Law 815, Fighty-first Congress, in the case of school 
construction; or Public Law 874, Eighty-first Congress, in the case of 
school maintenance and operation (first proviso of sec. 304, p. 85, 
line 5 of bill). 

Your committee has provided for these specific steps to assure that 
this title will be used only as a last resort to meet essential defense 
needs. Further, these specific steps assure that, to the maximum ex- 
tent possible, community facilities and services required for defense 
workers coming into a critical defense housing area will be owned and 
operated by the appropriate local agencies and political subdivisions 
and will be provided by such agencies and subdivisions with their own 
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funds, with assistance already available under existing law, or with 
loan funds authorized by this bill, thus reducing to the minimum re- 
quired to meet essential defense needs, Fede ral partic ipation as well 
as the grant assistance authorized by this title of the bill. However, 
to expect all needed defense housing and community facilities and 
services to be provided without any recourse to the authorizations pro- 
vided by title III of the bill would be completely unrealistic. 

In some communities it will be impossible to anticipate with any 
certainty that the market for housing will remain for a sufficient time 
to warrant private investment even with liberal mortgage insurance 
assistance. It may be quite clear in some localities that the need 
for housing, or for community facilities or services, will continue only 
during the period of the defense mobilization program, or for even a 
shorter period. Evidence was submitted to your committee showing 
that in many cases local governments will not be financially able to 
furnish additional facilities suddenly made necessary by the influx 
of defense workers or military personnel and additional service trade 
employees or by the new or increased production activity at the 
defense plants themselves. For example, representatives of towns in 
the area of the Savannah River project of the Atomic Energy Commis- 
sion indicated to your committee that they had already reached their 
legal debt limits and could not borrow further funds. Assistance 
such as would be furnished under this bill is required in such cases 
It is emphasized, however, that no action would be authorized under 
the bill with respect either to housing or to community facilities or 
services unless required to support essential defense activities. Action 
under this title must be justified solely in terms of the defense program 
and as an integral part of that program. Where so justified it seems 
obvious to your committee that such action must be taken. Other- 
wise, the operation of defense plants or installations would be impeded 
or prevented because of lack of necessary utilities or other facilities 
or of housing which must be furnished before defense workers will 
come into the area. 

Your committee, in addition to inserting the previously mentioned 
provisions to assure that this title would be used only as a last resort, 
has also added amendments, fixing June 30, 1953, as the expiration 
date for these powers (sec. 104, p. 58), and limiting the appropriations 
authorized for this title to $60 million for community facilities and 
$50 million for housing (sec. 313, p. 93). 

The closest coordination must of necessity exist between the pro- 
vision of housing and the provision of community facilities and services 
to support the housing and the defense activity in each case. How- 
ever, because of some distinctions between the problems involved, 
the provisions of the bill with respect to these items are treated 
separately. 

(2) Defense housing provided by the Government 

(a) Authority —Where the President has found that an area is a 
critical defense housing area and it has been determined, through 
procedures set forth in section 102 (p. 55 of bill), that private enter- 
prise will not provide all of the permanent housing needed in a critical 
defense area, the Housing Administrator would be authorized (sec. 
305, p. 86) to take necessary action to acquire land, to have plans 
drawn, to let contracts, and to take other steps require ‘d for the provi- 
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sion of such amount of the needed permanent housing as would not 
be provided by private enterprise. Specific authority would be given 
(as is customary in defense legislation of this type) to permit the 
exercise of such powers without compliance with certain Federal laws 
requiring, 2mong other things, approval of land titles by the Attorney 
General before the expenditure of Federal funds. placing 
on payments for rentals and alterations of rental pr 
scribing methods of contracting and procurement. Thes: 
(p. 86, lines 14-18) 


t 


conditions 
pe rey, and pre- 
exemptions 
are essential for the expeditious action required 
in emergency situations. 

(bh) Type and method of construction. In any case where. subject to 
the limitation contained in section 102 (p. 55 of the bill). the Federal 
Government constructs any permanent housing under the 
of this title, the bill (sec, 302 (a ), P. 81) provides that, to the maximum 
extent feasible and consistent with other requirements of national 
defense, such permanent housing shall consist of one- to four-family 
dwelling structures (including row houses) so arranged that they may 
be offered for separate sale. Your committee is strongly of the opinion 
that such provisions are extremely desirable. They are directly 
related to other provisions of this title designed to assure the ultimate 
disposition of any permanent housing built by the Federal Govern- 
ment to private ownership. In addition, they would greatly facilitate 
ultimate sale, on a home-ownership basis, to individual purchasers. 

Construction work would be done by private contractors under 
lump-sum contracts let after competitive bidding in accordance with 
usual rules in every case where consistent with emergency needs 
(sec. 309 (a), p. 90). As was the case during World War II, the 
cost-plus-a-percentage-of-cost type of contract would be prohibited, 
but cost-plus-a-fixed-fee contracts could be used where the fixed fee 
does not exceed 6 percent of the estimated cost (sec. 309 (b). p. 90) 

In cases where it is necessary for the Federal ( 
housing under this title in locations where there is no need for it be- 
yond the period during which it is to be used for housing persons en- 
gaged in national defense activities. the bill (see. 302 (b). p. 83) re- 
quires that temporary housing shall be provided. In the case of such 
temporary housing, the bill further provides that it shall be of a mobile 
or portable character, or shall be so constructed as to be readily avail- 
able for reuse in other locations to meet other purely temporary de 
fense housing needs. 

(¢) Cost limits.—Section 303 of the bil] (p. 84) would prescribe 
limits of $9,000, $10,000, and $11,000 for the average cost of two-, 
three-, and four-bedroom family dwelling units in any project, subject 
to an increase of not to exceed $1,000 in areas where the Housing Ad- 
ministrator found that cost levels so required, and subject to an in- 
crease for the Territories of one-half of the amounts otherwise appli- 
cable. These limits would apply to over-all costs, including land and 
site improvements. The limits correspond closely to, but are slightly 
less liberal than, the values of housing on which maximum mortgage 
amounts are based under the proposed new section 903 (p. 62, line 14, 
of the bill) of the National Housing Act. 

In cases where land for housing is acquired by declaration of taking 
in condemnation proceedings and the exact amount of its acquisition 
cost may not be known for some time, the bill as introduced would 
have provided that, for the purposes of the cost limitations, the cost 
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of such land should be considered to be the amount paid into court 
upon the filing of the declaration. Amounts paid into court upon 
filing of proceedings could be materially less than the value finally 
determined. Accordingly, your committee has amended the pro- 
vision so that the cost of such land in these cases would be considered 
to be the amount determined by the Administrator, upon the basis of 
competent appraisal, to be the value of such land (sec. 303, p. 84, line 
16, of bill). 

(d) Conformance with State and local laws and codes.—Your com- 
mittee has added to section 305 of the bill as reported (p. 87, line 18) 
a provision which would require all ren. and community facilities 
of a permanent character provided by the Government to conform, to 
the maximum extent practicable in view of availability of materials, 
to requirements of State and local laws, ordinances, rules, and regula- 
tions relating to health, sanitation, and building codes. In its con- 
sideration of this provision your committee was of the opinion that 
any permanent defense housing or community facilities which it may 
become necessary for the Federal Government to construct should 
conform to the requirements of the State and local laws relating to 
health, sanitation, and building codes. Nevertheless, the materials 
situation is such that the inclusion of an absolute mandate for con- 
formity obviously may result in complete inability on the part of the 
United States to provide housing or facilities required for the carrying 
out of essential and basic national defense activities. Your commit- 
tee calls attention to the fact that, in the enactment of this legislation, 
we are exercising one of the important powers entrusted exclusively 
to the Congress by the Constitution of the United States—the power 
to provide for the common defense. As the Court of Errors and 
Appeals of New Jersey stated in the case of Tim v. City of Long 
Branch (53 Atl. 2d 164 (1947)): 

The war powers conferred by the Federal Constitution are not puny powers 
to be exercised within narrow and restricted fields but are the basis for the very 
self-preservation of the Nation. 

Therefore, notwithstanding our unanimity of opinion as to the com- 
plete desirability of conformance to State and local laws and regula- 
tions relating to health, sanitation, and building codes, it is not believed 
to be a sound or desirable policy to permit the constitutional power 
to provide for the common defense to be limited or restricted by the 
availability of various types of building materials upon which the 
ability to comply with local laws, ordinances, and codes would de- 
pend. Accordingly, your committee has included provision for 
compliance wherever the availability of materials permits compliance. 

(e) Rentals and payments in lieu of tares—The Housing Adminis- 
trator would be required under section 312 (p. 93) to charge fair 
rentals based on the value of housing constructed or acquired pursuant 
to this title, and he would also be required under section 308 (p. 89) 
to pay to local taxing authorities, on residential property held under 
the title, annual sums in lieu of taxes and special assessments approxi- 
mating the taxes and special assessments which would be paid on the 
property if privately owned. However, the Administrator, just as 
under the World War II defense housing legislation, could make 
appropriate allowance for expenditures made by the Federal Govern- 
ment for the provision or maintenance of public facilities services 
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which served the property, the cost of which would otherwise be 
paid for by the local political subdivision from its own funds. 

(f) Disposition.- Specific requirements are set forth in section 302 
of the bill (pp. 81 and 82) for the disposition of any permanent dwell- 
ings provided under this title So as to assure their ultimate disposition 
to private ownership. Such dwellings would be required to be sold 
as expeditiously as possible and consistent with the need for them for 
the purposes of this act. Structures suitable for separate sale would 
be sold with preference to occupants and veterans. In view of the 
needs of disabled veterans, your committee has added a 
which would give special preference to them. 

In recognition of the personal sacrifices of the men who are serving 
in the armed services during the present conflict. in addition to 
veterans of World Wars I and II. the term “veteran” is defined 
(p. 96, line 17, of bill) as including those who served in the active 
military or naval forces of the United States on or after June 27, 1950, 
and prior to a date to be determined by the President. 

To afford maximum benefits to veterans consistent with the major 
defense purpose of this legislation, your committee has added a 
requirement in the bill (p. 83, line 22) that wherever housing provided 
under this title is no longer needed for defense purposes, pending its 
sale or other disposition, preference in occupancy be given to veterans, 
with special priority to disabled veterans. ‘In view of purchase 
preferences to be given to occupants, this would further assist in the 
channeling of the housing to veterans upon sale. 

Section 302 (a) (p. 82. line 19, of bill) would direct the Housing 
Administrator to provide an equitable method of choosing among 
prospective purchasers in the same preference classes when projects 
are sold either as individual structures or as entities. Your ¢om- 
mittee believes that consideration should be given to selection of pur- 
chasers by lot in such cases. Whatever procedure js employed, it 
should be established by public regulation. 

In view of the uncertainties involved in presently prescribing the 
specific conditions for removal of any temporary housing which might 
be provided, the bill does not attempt to set forth specific disposition 
requirements for such housing. However, section 302 (b) (p. 83, 
line 13, of bill) provides that such housing shall be disposed of not 
later than the date, and subject to conditions and requirements, to be 
prescribed by Congress at a later time. Full assurance is thus given 
by the Congress that any housing of temporary construction will be 
removed after the emergency and will not be allowed to remain in 
use for housing purposes, 

(9) Jurisdiction over property.—Section 307 of the bill (p. 89) 
would provide that acquisition of property under this title would not 
deprive the State and its subdivisions of civil or criminal jurisdiction 
over it or impair the civil or other rights of people living on such 
property. Eviction actions by the Government could be brought in 

State courts (where eviction actions are normally heard), thus reliev- 
ing Federal courts of numerous small and troublesome 
nature not usually handled by them. 

(h) Labor provisions.—Section 310 (p. 91 of bill) would permit 
laborers and mechanics to work more than eight hours per day on 
work authorized by this title if paid at least time and one-half for work 
in excess of 8 hours per day. Other provisions consistent with the 
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Government’s labor policies in other legislation are also included in 
this section. Among these are provisions for payment of not less 
than the prevailing wages, submission of information to the Secretary 
of Labor, and authority for the Secretary of Labor to regulate and 
investigate with respect to enforcement of labor standards on work 
under this bill. 

(1) Settlement of claims.—Based upon a suggestion of the Comp- 
troller General, your committee has made a technical change in 
section 305 of the bill (p. 87, line 2) with reference to the authority 
granted to the Housing Administrator to settle claims for or against 
the Government. This change would make such authority inappli- 
cable to claims involving administrative expenses or to claims of more 
than $5,000 arising out of construction, repair, or material or supply 
contracts, thus leaving to the General Accounting Office the settlement 
of claims in these categories. 

Your committee understands that this amendment would not 
unduly restrict the freedom of action of the administrative officers 
and might indeed assist in the performance of their functions. It 
is intended that the authority conferred in this section for the settle- 
ment of claims would be permissive only and would not preclude the 
administrative officers from submitting claims to the General Account- 
ing Office for settlement. 


(3) Community facilities and services 


Where the President has found that an area is a critical defense 
housing area and it has been determined through the procedures set 
forth in section 103 of the bill (p. 56 of the bill) that community 
facilities or services needed for national defense purposes cannot be 
otherwise provided, title III would authorize the extension of financial 
assistance for the provision of, or the direct provision of, the needed 
facilities or services. Only such additional community facilities and 
services could be assisted, or provided, pursuant to the authority of 
title III of the bill as are made necessary by the fact that military 
personnel or civilian workers required for carrying out national de fense 
activities must be brought into the locality from other areas, where 
other additions to the local labor force are needed for such purpose, 
or where in such a locality it is necessary to provide water or sewer 
extensions or some similar type of community facility to serve a 
defense plant or installation. In other words, authority is limited to 
the meeting of newly arising community needs which are directly 
attributable to defense activities in a defense housing critical area and 
not otherwise provided for. 

Community facilities which are authorized to be furnished or assisted 
under this title because of defense needs are defined (sec. 315 (c), p. 95) 
to include facilities for water supply, sewage treatment and disposal, 
garbage and refuse disposal, education, health, recreation, day-care 
centers, and fire protection. Community services (sec. 315 (d), p. 96) 
would include maintenance and operation of community facilities and 
the provision of other services necessary for carrying on community 
living. In World War II such community facilities and services were 
provided and assisted under the provisions of the Lanham Act as 
“defense public works.’”’ The World War II experience with defense 
community facilities and services is summarized in the table appearing 
in the appendix to this report at page 91. 
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Your committee feels that, in terms of defense needs, the provision 
of such facilities and services is obvious. Without adequate water and 
sewer facilities, for instance, defense plants and installations cannot 
operate properly, no more than they can operate without the necessary 
workers. Additional housing needed for such workers also requires 
water, sewer, utility and other community facilities such as schools, 
hospitals, and day-care centers. Existing facilities will often not be 
sufficient, and enlargement and extension of them or the provision of 
new facilities will be required. To avoid delaying and impeding 
defense activities, such facilities and services must be provided 
promptly for both the installation and the related housing. 

As a matier of fact, the testimony presented during the hearings 
indicated almost unanimous opinion that assistance to local eom- 
munities for the provision of community facilities needed in connec- 
tion with national defense activities is essential. For example, the 
representatives of the National Association of Home Builders testified 
that— 


In many communities, the construction of houses for incoming defense work 
will be at such a rate that the local government will find itself utterly unable to 
finance necessary immediate expansion of utilities and public services. New 
schools and hospitals, as well as sewer and water trunk lines must be provided; 
without them the new housing would be useless. 

Authority and funds for that purpose were provided in World War II and were 
vital factors in the production of defense homes by private industry. 


ers 


The bill would place final authority and responsibility with 
respect to community facilities, as well as housing, in the Housing and 
Home Finance Administrator whose Agency is now responsible for 
the principal functions of the Federal Government to aid home con- 
struction and financing, the planning and provision of community 
facilities, and the development of well-planned, integrated residential 
communities. Your committee is of the firm opinion that the ultimate 
authority and responsibility, as well as accountability to the Congress, 
for the administration and coordination of the functions authorized 
by this title of the bill should be vested in one agency, rather than 
fragmented and scattered among several. The very nature of the 
needs for housing and community facilities in critical defense housing 
areas, and the interrelationship of the functions authorized in this 
title for meeting those needs, require for effective administration a 
singleness of eee and a close coordination which, in the opinion 
of your committee, can be satisfactorily attained only through the 
vesting of final ‘anemaitiiity therefor in one agency. The various 
types of unde rtakings authorized by this title of the bill are essential 
in order to meet effectively the needs of the defense mobilization pro- 
gram in the field of housing and community facilities. If various 
types of undertakings are needed—as, in this case, they are—it 1s 
because they are supplementary to one another in the effort that is 
required to meet the needs of the defense mobilization program in 
this important area. And, if they are supplementary to one another, 
they must be fitted together under unified sepa ‘tion and responsibility. 


In this connection, however, your committe » points out that other 
Federal agencies are administering nonemergency programs involving 
Federal assistance to local agencies and political subdivisions for 
certain types of community facilities also covered by the special 


emergency defense authorizations contained in this bill. There 
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should be full utilization of the personnel, experience, and professional 
judgments of such other Federal agencies. In recognition of this fact, 

there has been included in the bill (see. 314, p. 94) authority for the 
President to transfer to such other Federal agencies certain types 
of community facility and service functions authorized by the bill 
where he finds (1) that such agency is performing community facility 
or service functions similar to those authorized by this title of the bill, 

and (2) that such transfer will assist the furtherance of national defense 
activities. Any functions so transferred would, of course, be subject 
to all of the limitations of the bill upon the exercise or performance of 
such functions and your committee has made this clear in the bill as 
reported (p. 94, line 1). 

However, in granting this authority for the transfers of certain 
types of functions, it is not intended that the final authority and 
responsibility for their administration shall be transferred from the 
Housing and Home Finance Administrator; it is granted in order to 
facilitate the full utilization of the personnel, experience, and aoe 
sional judgments of such other Federal agencies. For example, i 
the case of any assistance for hospital construction which may be 
extended by the Administrator under the authority therefor contained 
in this bill, it is expected that the personnel and experience of the 
Public Health Service would be fully utilized for the professional 
decisions required for such matters as the general lay-out from the 
medical standpoint, the number of beds required, the scope and types 
of medical facilities to be provided, the requirements in terms of 
facilities for nurses and necessary service facilities (such as laundry, 
etc.). Likewise, in the case of school construction, it is expected that 
personnel and experience of the United States Office of Education 
would be fully utilized for the professional decisions required for such 
matters as the size of the accommodations needed to meet the student 
load, the general lay-out of the building from an educational view- 
point, the supporting facilities required, and similar matters. 

The President would also be given specific authority (p. 95, line 1) 
to prescribe the manner in which any functions given to the Housing 
Administrator under this title are to be administered in coordination 
with other Federal agencies with related functions or activities. 

To meet the needs of communities for community facilities and 
services directly attributable to defense activities and not otherwise 
provided, section 304 (p. 84, line 23, of bill) would authorize the Ad- 
ministrator to make loans and grants to municipalities and local agen- 
cies for the provision, operation, or maintenance of community facil- 
ities and services. Grants or other payments for providing or for 
maintaining and operating community facilities or services could not 
exceed the portion of the cost of the furnishing, or maintenance and 
operation, of such facilities or services which is attributable to the 
national defense activities in the area and not otherwise to be recovered 
by the municipality or local agency from other sources, including 
other payments by the Federal Government under this bill or other 
laws. Also, any continuing grant would Lave to be reexamined and 
adjusted annually upon the basis of the ability of the municipality or 
local agency to bear a greater portion of the cost of such maintenance, 
operation, or services as a result of increased revenues made possible 
by the facility assisted or by the defense activities. 
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In order that the maximum possible use will be made of existing 
Federal legislative aids for hospitals and schools without recourse to 
the powers under this title, oe committee has added in section 304 
(p. 85, lines 5 to 19, of the bill) @ provision that no grants shall be 
made under this title for hospital construction, or school construction, 
or maintenance and operation, except after reasonable action by the 
local agency involved to secure assistance, in the case of hospitals, 
under the Hospital Survey and Construction Act (Public Law 725, 
79th Cong.) or under the hospital survey and construction amend- 
ments of 1949 (Public Law 380, 81st Cong.) or, in the case of schools, 
under the recently enacted School Construction Act (Public Law 815, 
8ist Cong.) or the recently enacted School Aid Act (Public Law 874, 
8ist Cong.), and only to the extent that the required assistance is not 
available to the local agency under these laws. It is intended by 
your committee that the terms “schools” and ‘hospitals’? as used in 
this title shall have the same meanings as are ascribed to correspond- 
ing terms in those othe laws. 

The bill (sec. 309 (c) 90) provides that, wherever practicable, 
existing private and idk community facilities shall be utilized, or 
such facilities shall be extended, enlarged, or equ ipped in lieu of con- 
structing new facilities. Further, it provides that community facili- 
ties and services shall not. be maintained, operated, or furnished di- 
rectly by the Federal Government unless appropriate municipalities 
or local agencies are demonstrably unable, even with the financial 
assistance authorized by title III of the bill, to provide such facilities 
and services or to maintain and operate them adequately with their 
own personnel. Because of its basic importance, this latter provision, 
which was section 309 (d) of the bill as introduced, is now included in 
section 103 (at p. 57, line 14 of the bill). Through these provisions 
and the other provisions of section 103 (p. 56), the bill emphasizes 
that the provision, maintenance, and operation of community facil- 
ities and services are primarily matters which should be handled by 
the local communities themselves. It also recognizes the experience 
of World War II, in which the Community Facilities Service (then 
located in the Federal Works Agency but now a part of the Housing 
and Home Finance Agency) furnished assistance similar to that pro- 
vided for in this bill, that serious problems of maintenance, operation, 
and disposition are avoided if the facilities and services are initis ally 
constructed, and are owned and operated by the appropriate local 
agencies and political subdivisions. 

In line with these provisions, it is expected that there will be con- 
sultations with appropriate State and local agencies having responsi- 
bilities in connection with the planning, construction, and operation of 
community facilities and services so that, insofar as practicable, 
community facilities and services assisted or provided under this bill 
may be integrated with State and local programs for such purposes. 
By this, however, your committee does not intend that the assists ance 
furnished under this bill should in any case go beyond the defense- 
caused needs. 

Your committee expects that in the provision of housing by the 
Federal Government under this title and in the provision, or operation 
and maintenance, of community facilities and services assisted by this 
title there shall be equality of treatment of persons of all races, 
religions, and national origins who are to be served by them. 
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D. TITLE IV——-PROVISION OF SITES FOR NECESSARY DEVELOPMENT IN 
CONNECTION WITH ISOLATED DEFENSE INSTALLATIONS 


Your committee was impressed with the evidence of need for legis- 
lation directed toward meeting the special problems of obtaining 
necessary housing and community facilities for defense installations 
in isolated or relatively isolated areas so that defense activities will 
not be impaired or delayed. Such legislation is needed if we are to 
avoid meeting these special problems by the creation of additional 
Government towns. ‘These special problems arise out of the acquisi- 
tion, for strategic reasons, of large tracts of land for defense installa- 
tions, such as the Savannah River project of the Atomic Energy 
Commission, in areas where no large communities exist. In addition 
to the extensive testimony and reports furnished your committee at 
the hearings held in Washington on this bill, the committee had the 
benefit of hearings which it held at Aiken, S. C., in the area of the 
Savannah River project. The testimony and factual reports submit- 
ted by local and State officials at these hearings were especially helpful 
in clarifying the nature and extent of the special problems suddenly 
thrust upon relatively isolated areas by such unusually large projects 
of the Federal Government made necessary by our mobilization 
program. 

Facts presented to your committee show that the Atomic Energy 
Commission has taken over 250,000 acres located in Aiken and Barn- 
well Counties, 5. C., on which it will construct a large atomic-energy 
installation. The Commission has determined that none of the 
permanent employees can be housed on the reservation. It is esti- 
mated that the plant will require 6,000 persons directly employed. 
Taking into account the families of the employ ees and necessary service 
personnel, this means a permanent increase of upward of 30,000 people 
in this area—a population about half the size of Augusta, the largest 
community in the area, and more than four times the size of Aiken, 
the next largest community in the area. Considering the impact on 
communities such as Aiken, Augusta, Allendale, Barnwell, Sylvania, 
Waynesboro, and other nearby towns, it might well be impossible for 
such communities to cope with the entire problem created by the 
large force of construction workers (about 35,000 at peak) required to 
build the plant and the large number of permanent workers to be 
required for the permanent operation of the installation, most of whom 
would come from out of the area. 

Your committee believes it is essential to establish the necessary 
authority to assure that as much as possible of the housing required for 
this type of defense installation located in an isolated or relatively 
isolated defense area shall be built by private enterprise and shall be 
privately financed and privately owned. While the Atomic Energy 
Commission has authority to acquire land for housing, it can do so 
only if the Commission itself builds, finances, owns, and operates 
the housing. This results in Government-owned towns. Under title 
III of the bill land for housing needed at such installations could be 
acquired, but only for those cases where the Government builds the 
housing directly. It could not be acquired and made available to 
private enterprise for privately financed and privately owned and 
operated housing. Title IV of the bill would make this possible. 
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Under the provisions of title IV, the land for the development of the 
housing and community facilities required in connection with a defense 
installation in such an isolated area could be acquired and general 
plans for development of such land could be made. 
improvements and community facilities could then be provided, and 
the land could be disposed of to private developers for residential and 
commercial development in accordance with such general plans, and 
to appropriate public agencies for public use (see. 401: p. 97, line 19, 
to p. 98, line 8, of bill). No buildings could be constructed by the 
Federal Government under authority of title [V. However, neces- 
sary housing and community facilities and services in these areas 
could be provided in accordance with other provisions of the bill] 
(sec. 401; p. 98, lines 8 to 12. of bill). 

The powers granted by title IV could be exercised only 
tion with a defense installation in an isolated or relat ively isolated area 
where the President finds (1) that housing and community facilities 
required in connection with such installation would not otherwise be 
provided when and where required or (2) that, otherwise. there would 
be speculation or uneconomic use of land resources which would impair 
the efficiency of defense activities at such installation. Tn addition, 
the exercise of authority under title IV would be subject to the pro- 
visions and limitations contained in title I explained above including 
the provision that no land could be acquired under this title after June 
30, 1953 (sec. 401, p. 97, lines 10 to 19 of bill). 

Thus, the authority in title LV is designed to facilitate the establish- 
ment of integrated communities. or, if necessary, the 
existing communities, when large defense installations a 
areas in which communities of adequate size do not exist. Your com- 
mittee does not intend, and the bill does not contemplate, that these 
communities become Government tow ns. On the contrary, the provi- 
sions of the title have as their objective the development of these towns 
primarily by private enterprise, and assumption by the residents of the 
responsibilities of local government. under State laws. 

Your committee believes that the power to acquire and to dispose of 
land for community development. as provided in the title, is a vital 
necessity, and it is especially important that the land to be used for 
housing be acquired simultaneously with the acquisition of land for the 
defense installation. Unless this is done, land speculation cannot 
be avoided. Excessive land costs, due to speculation, wil] Increase 
the cost of public facilities, as well as residential sites, and may make 
it impossible to provide adequate housing for defense workers receiving 
moderate wages. It is the intention of your committee that the land 
acquired under the bill be disposed of for development on the basis 
of the general plan for the community. Private builders. individually 
or in groups, will be encouraged to undertake development of the land 
for housing and commercial purposes and be gr 
buy the land necessary for these purposes at appropriate prices, 
For the provision of housing, they would have available to them 
the FHA financing assistance provided in title II of this bill. as well 
as other existing Government and private aids, 

For purposes of economy and efficiency of operations. title IV 
would also authorize the Housing and Home 
(upon a finding by the President that it 
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the public interest) to acquire the land needed for the defense installa- 
tion as well as the land needed for the development of the community 
in connection with the installation. The Administrator would be 
authorized to transfer such property to the appropriate Federal, 
State, local or private agency, person, or corporation upon such 
terms and conditions as he determines to be in the public interest 
(sec. 402, p. 98 of bill). 

The Housing and Home Finance Administrator would be authorized 
under this title to make payments in lieu of taxes to appropriate 
State and local taxing authorities based on the real property held 
by him under the title and also on the defense installation itself. 
In making such payments, the Administrator would be required to 
give consideration to other payments by the Federal Government to 
the taxing authorities, to the value of the services furnished by such 
authorities in connection with the property or installation, and the 
value of any services provided by the Federal Government (sec. 403, 
p. 99 of bill). 

Your committee strongly recommends the payments in lieu of taxes 
provisions of this title because of the impact of these defense installa- 
tions on local community facilities and services, such as schools, roads, 
water supply, and sewerage disposal. Also, without such payments, 
the mere removal of large tracts of land from the tax rolls of school 
districts or other taxing authorities, even when for a temporary period, 
may cause an undue hardship to them in cases where they are meet- 
ing part of their outstanding obligations and current expenses from 
taxes on such property. 

Your committee has added a section which would authorize the use 
of powers under this title for the acquisition of land for the provision 
of improved sites for privately financed defense housing in any city 
in which on March 1, 1951, there were more than 12,000 temporary 
housing units held by the United States. The acquisitions pursuant 
to this section would be limited to land in the general area in which 
approximately 1,500 units of such temporary housing were unoccupied 
on that date (sec. 405, p. 100 of bill). Information furnished to your 
committee has shown that the exercise of these powers in such area 
would make possible the development of needed defense housing which 
could not otherwise be provided by private enterprise. 

Th total amount of appropriations authorized for sections 401, 402, 
and 495 would be limited to $10 million, outstanding at any one time, 
to be paid into a revolving fund in the Treasury, and the Housing 
Administrator would be required to pay interest on any advances 
from this fund (sec. 404, p. 99 of bill). 

On the basis of testimony presented by representatives of the Atomic 
Energy Commission, the Department of Defense and others, your 
committee firmly believes that the functions which would be author- 
ized by title IV of the bill would constitute an integral part of some 
of the Nation’s most vital defense activities, and that the enactment 
of title LV is essential to carrying out those activities as rapidly and 
effectively as possible. 

E. TITLE V—PREFABRICATED HOUSING 
(1) General 

Title V of the bill deals with the authorization for loans for pre- 

fabricated houses or for prefabricated housing components. It would 
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make certain technical and other amendments to existing law which are 
important to the administration of present loan areas ms in this field. 
It would also provide a limited fund for loans to maintain industrial 
capacity for the production of prefabricated houses for defense pur- 
poses. Your committee wishes to make clear that, unlike earlier 
programs which had as one of their main purposes encouraging and 
assisting the establishment of new enterprises, the loan authorization 
provided under this title could aid only established prefabricated 
housing of producers who have demonstrated their capacity to pro- 
duce and market their homes, and such assistance could be furnished 
only for defense purposes. 

Your committee has studied the progress which has been made by 
successful producers of prefabricated houses and the relationship 
of their production to existing loan programs of the Federal Govern- 
ment, with a view to determining the contribution which such pro- 
duction can make to the mobilization program and to meet defense 
emergency needs. Developments in this field have been cor npara- 
tively recent. Although considerable interest began to develop in 
the prefabricated housing industry in the 1930’s, the industry did 
not develop any real impetus until the pressing need for emergency 
housing developed during the defense and subsequent war period 
from 1940 to 1945. In the defense and war housing program of that 
period, the number of dwellings which were fully prefabricated in 
the factory or plant (exclusive of trailer units of which there were 
about 35,000) amounted to about 86,000 units of all types—permanent, 
demountable, temporary, and purely stopgap emergency shelter 
over that 6-year period. 

The fact that more than half of the factory prefabricated housing 
that was produced during that 6-year period had to be of temporary 
or purely stopgap character not only impeded the industry in develop- 
ing sound distribution organizations a a normal market for factory 
prefabric ated houses, but also gave a large segment of the public 
the general impression that, on the adeaiar such housing was of a 
shoddy type of construction. Consequently, in the postwar period 
when the productive capacity built up during the defense and war 
period was available for supplying the normal market, the difficulty 
of marketing their houses placed many of these manufacturers in a 
precarious position. 

In recognition of the need and the potential advantages which could 
accrue from the factory prefabrication of houses, the Congress author- 
ized Government guaranties to housing prefabricators through legis- 
lation adopted in May of 1946. Subsequently, other laws were 
enacted to authorize loans for the manufacture of prefabricated 
housing or prefabricated housing components and for large-scale 
modernized site construction. The administration of these programs 
was at that time vested in the RFC. 

By Reorganization Plan No. 23 of 1950, the outstanding RFC loans 
for such purposes, the authorization and functions of the RFC under 
section 102 of the Housing Act of 1948 to make loans for such purposes, 
and all other functions of the RFC under any other law with re spect to 
financing the production, manufacture, sale, purchase or erection of 
prefabricated houses or site improvements therefor, were transferred 
to the Housing and Home Finance Administrator on September 7 of 
last year. 

81515—51——4 
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(2) Technical perfecting and clarifying changes 

As a result of the transfer of these functions from the RFC, there 
have arisen certain technical questions as to the precise scope of 
powers actually transferred. Certain of the provisions of title V of 
the bill are directed toward the clarification of these questions. For 
example, in the case of loans for the distribution and erection of pre- 
fabricated houses, or site improvements therefor, the RFC made such 
loans pursuant to section 4a of the RFC Act. While the function 
and power for the making of such loans was transferred to the Housing 
and Home Finance Administrator by the Reorganization Plan, none 
of the general RFC loan authorization (other than the amount involved 
in transferred sec. 4a loans) available for section 4a loans was trans- 
ferred. It is therefore desirable to clarify section 102 of the Housing 
Act of 1948 so that the loan authorization available under that section, 
which was transferred to the Housing Agency, is clearly available for 
such use. Section 501 of the bill would accomplish this purpose 
(p. 101 of bill). 

Section 502 would clear up. a number of other technical questions 
concerning the precise scope of the pomnee transferred to the Adminis- 
trator under Reorganization Plan No. 23. It would (by adding a new 
section 102b to the Housing Act of 1948 p. 102 of this bill) specifically 
give the Administrator the same powers, functions, and duties with 
respect to prefabricated housing loans as he has for other loan pro- 
grams. It would also add a new section 102c¢ (p. 103 of this bill) to 
that act which would place housing of a mobile or portable character 
on the same basis as prefabricated housing for the purposes of title 
V of the bill. 

Another technical perfecting change is incorporated in section 503 
(p. 103 of bill). Under present law, a loan by a national bank to a 
business enterprise for the production or distribution of prefabricated 
houses in which the RFC participates under section 4a of the RFC 
Act is exempt from the limitations of section 24 of the Federal Reserve 
Act! with respect to loans which may be secured by real property. 
This exemption for national banks was not carried over to loans in 
which the Housing Administrator cooperates or participates under 
the transferred loan authorization. Section 503 of the bill would 
correct this situation by granting the same exemption to national 
banks in the case of loans in which the Housing Administrator par- 
ticipates. Bank participation in such loans is highly desirable, since 
it will frequently result in a private lender taking over the entire loan. 


(3) Additional $15,000,000 defense loan authorization 

The only substantial change in existing law which would be made 
by title V of the bill is the provision in section 502 (p. 101, line 17, 
of bill) authorizing loans to assure the maintenance of industrial 
capacity for the production of prefabricated houses for defense pur- 
poses. The need for this authorization and its importance to the 
mobilization program has been discussed in part IV A (6) of this 
report. 


| Sec. 24 of the Federal Reserve Act, as amended (12 U. S. C. 371), prescribes limitations on loans which 


national banks may make on the security of first mortgages on real estate. Thus a nonamortized first 
morigage loan may not exceed 50 percent of appraised value or mature in over 5 years, and an amortized 
first mortgage loan may not exceed 60 percent of appraised value or mature in over 10 years. Also the ager« 


gate sum of such loans made by a national bank may not exceed its unimpaired paid-ir 
its uni! apeire 1 surplus « wr 60 percent of its time and savings deposits, whichever is the greater. Exceptions 
from these limitation - provided for certain FHA and Agriculture Department insured loans and (under 
par. 3 of sec. 24 of the Federal Reserve Act) for loans to industrial or commercial businesses where a Feder ‘| 
Reserve Bank or the Reconstruction Finance Corporation participates in the loan. 
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Section 502 would add a new section 102a to the Housing Act of 
1948 (p. 101, line 17, of bill). The new section 102a would grant 
directly to the Housing and Home Finance Administrator authority 
to make loans for the production and distribution of prefabricated 
housing and for related purposes in order to assure the maintenance 
of industrial capacity for the production of such houses for defense 
purposes. Loans would be authorized to assist production and dis- 
tribution of such housing manufactured by existing facilities so that 
such facilities would not be diverted to other uses. Loans could only 
be made where financing on reasonable terms was not otherwise avail- 
able and loans and commitments would be limited to $15 million out- 
standing at any one time. Funds could be obtained by the Adminis- 
trator through the issuance of notes to the Treasury in the same 
manner as the Administrator issues notes for funds under section 102 
and for other loan programs, 

Any loans made to new producers of prefabricated houses or housing 
components would have to be made from any uncommitted loan 
authorization remaining under section 102 of the Housing Act of 1948. 
and could not be made from the additional loan authorization provided 
by section 502. The additional authorization could be used only for 
loans to existing business enterprises with a demonstrated ability to 
produce and market prefabricated houses. These loans would be for 
the purpose of (1) distribution and erection of prefabricated houses 
and site improvements therefor, or (2) increasing the production by 
such business enterprises of prefabricated houses where such increased 
production is needed in connection with national defense activities. 

Pursuant to section 104 of this bill (p. 58, line 17, of bill) the lending 
authority under the proposed new section 102a would expire on 
June 30, 1953. 


F. TITLE VI—AMENDMENTS TO EXISTING LAWS AND IENERAL 
PROVISIONS 


Title VI contains a number of amendments to existing housing laws. 
Most of these amendments are designed to improve or extend existing 
housing aids in order to meet increasing defense needs more effect ively; 
others are of a technical or perfecting nature. 


(1) Section 601—Extension and amendment of Maybank-Wherry Act 
(p. 104 of bill) 

This section would amend title VITI of the National Housing Act. 
Title VIII provides for FHA mortgage insurance of privately owned 
rental housing constructed for civilian and military personnel of the 
Department of Defense. The housing must be constructed at or near 
military installations which the Department of Defense certifies to 
be permanent. Under existing law, this authority will expire on 
July 1, 1951. 

Section 601 would extend the title until July 1, 1953, and would 
permit the FHA—if requested by the Atomic Energy Commission 
to insure mortgages on housing which serves personnel of the Atomie 
Energy Commission, including military personnel and Gov: rnment 
contractors’ employees stationed at the Commission’s installations, 
The Atomie Energy Commission would be authorized to perform the 
same functions and to make the same types of determinations with 
respect to the need for the housing and the permanence of the defense 
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installation as are now done under title VIII by the Secretary of the 
Army, the Secretary of the Navy, and the Secretary of the Air Force. 
The section would also permit the $8,100 per unit mortgage limitation 
under title VIIL of the National Housing Act to be increased in high- 
cost areas on the same basis as such increases would be permitted 
under the proposed new title LX of that act. 


(2) Section 602—Benefits of Servicemen’s Readjustment Act of 1944, as 
amended, to be available to veterans who are defense workers (p. 105 
of bill) 

This section would, in areas determined by the President to be 
critical defense housing areas, exempt from credit restrictions under 
the Defense Production Act of 1950 certain VA-aided loans for the 
purchase, construction, or improvement of houses where the borrower- 
veteran is also a defense worker and where the loan is within the total 
number programed for the area by the Housing Administrator and is 
subject to conditions prescribed by the Housing Administrator to 
assure that the housing will serve defense needs. This exemption 
from the existing credit restrictions (which govern minimum down 
payments and maximum maturities) would apply only to dwelling 
units costing not more than $10,000 for a two-bedroom unit, $11,000 
for a three-bedroom unit, and $12,000 for a four-bedroom unit. To 
assure that the housing so aided will serve defense needs, the Housing 
Administrator could impose requirements such as that preference be 
given to defense workers on resale or rental of the property, that any 
rental units in the property (as in the case of a two- or three-family 
house) be held for defense workers, and that the rental or price of such 
property be at levels within the reach of defense workers needing 
housing in the area. 


(3) Section 6083—Amendment of Lanham Act disposal provisions (p. 106 
of bill) 

This section would amend title VI of the Lanham Act (Public Law 
849, 76th Cong., as amended), by adding a new section 611. That 
title, which specifies detailed procedures for the disposal of federally- 
owned war and veterans housing built during World War II and the 
immediate postwar period, was added to the Lanham Act by the 
Housing Act of 1950. Under it, a number of actions were required to 
be taken by municipalities and local housing authorities on or before 
December 31, 1950, if they were to obtain the housing authorized to be 
transferred to them under the title. It also requires that, except in 
special circumstances, no new tenants can be accepted in existing 
federally owned temporary housing after June 30, 1951, and that such 
temporary housing must subsequently be vacated and removed in ac- 
cordance with a specified schedule. Because of the critical interna- 
tional situation, the procedure for the disposal or removal of housing 
was suspended in July of last year, and, pending further determination 
of defense needs in the many localities involved, the suspension still 
remains in effect. The new section 611 of the Lanham Act which 
would be added by Section 603 would permit the President to extend 
the several dead-line dates now prescribed in title VI of the Lanham 
Act when he determines that such extension is in the public interest in 
view of national defense needs and of the general housing situation. 

Inquidation of Greentowns.—About 2 years ago, this committee 
favorably reported a bill which was enacted into law on May 19, 1949 
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(Public Law 65 of the 81st Cong.), providing for the sale to qualified 
veterans’ groups of the Greentown projects owned by the Govern- 
ment and located at Cincinnati, Ohio, Milwaukee, Wis., and Green- 
belt, Md. The effect of this ‘“Greentown”’ legislation was to permit 
a negotiated sale, with a first preference to qualified veterans’ groups, 
on the basis of a partial cash payment with the balance secured by a 
mortgage, instead of the previous requirement for an all cash return 
under the successiv e, earlier appropriation acts directing the Agency 
to dispose of the projects. 

While the Greentown Act thus gave a new authority for negotiated 
sales to preferred veterans’ groups, it did not change the congressional 
mandate to liquidate those projects promptly, which was acknowl- 
edged by the Commissioner of the Public Housing Administration in 
testifying on the Greentown bill. (Cf. Liquidation items in appro- 
priation acts of 1947, 1948, 1949, and 1950, and corresponding hearings 
and committee reports.) 

The intent of Congress and of the Senate Banking and Currency 
Committee in enacting Public Law 65 was that the Agency continue 
under its mandate to proceed expeditiously to the disposition of these 
properties. It was recognized that it was sound public policy, in 
addition, to have these projects pass out of Government ownership 
and into the ownership and operation by veterans’ groups organized 
on a nonprofit basis. 

Pursuant to these statutory authorizations and directions, the 
Greenhills project, near Cincinnati, Ohio, was sold to a preferred 
purchaser under Publie Law 65 on December 6, 1949, 

The committee was surprised to learn during the hearings on S. 349, 
however, that by administrative decision the Housing and Home 
Finance Agency has discontinued further negotiations for the sale of 
the other two projects at this time. From its sul “quent report to 
the committee, the Agency evidently takes the penises hat dispo 2 
of these projects should be suspended until there are further dete 
minations as to whether their continued Government ownership is 
necessary in view of defense or dispersal considerations. 

Your committee does not subscribe to the view that continued 
Government ownership of the housing and community facilities in- 
volved is necessary to meet defense and dispersal needs. We are also 
advised that interagency discussions under the guidance of represent- 
atives of the Defense Production Administration have reached the 
same conclusion, namely, that reasonable adjustments may be made 
in the terms of these sales to protect any possible future needs of 
defense workers or of dispersing Government agencies. 

The bill we are reporting on construction of new housing and 
community facilities for defense purposes recognizes that most of this 
program will be undertaken without Government ownership, but with 
private housing ownership, subject to conditions limiting the accept- 
ance of occupants to persons in defense activities. The committee 
sees no reason why the Greentown projects cannot, consistently with 
these procedures to protect defense workers, pass from Government 
anid to private ownership in accordance with the policy laid 
down by Congress in ee Law 65, by making the sale subject to 
reasonable conditions for the acceptance, as new occupants (during 
periods of defense emergencies), of workers in essential defense and 
Government activities only. 
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Similarly, any vacant land required for possible future use for 
defense purposes, Government buildings, or related facilities can be 
excluded from the sale, without denying veterans’ groups the privilege 
of buying the balance of these housing projects. Your committee 
believes that there could be included in such sales, however, a small 
part of the vacant land on which the veterans’ groups plan to build 
additional housing for larger families. This additional housing con- 
struction by the veterans’ groups who become the new owners should 
in fact be encouraged as it would add to the housing available in the 
areas to meet defense or dispersal needs. 

The defense and dispersal needs, which the Agency quite properly 
desires to take into consideration, can thus be met without longer 
deferring these sales, and your committee points out that there has 
been no reversal by Congress of the clear mandate and authorization 
for such sales in the cited legislation. 

Representatives of the Veterans’ groups in these projects have ad- 
vised this committee that they are still eager to purchase their homes. 
Your committee, accordingly, is of the strong opinion that the sus- 
pension of disposal negotiations for these projects should be revoked 
and that the Agency should make every possible effort expeditiously 
to sell them to veterans’ groups as contemplated by Public Law 65 
of the Eighty-first Congress. 


(4) Section 604—Mazximum 20-year maturity for FHA debentures (p. 
107 of bill) 


Section 604 provides that, with respect to mortgages under sections 
207 and 213 of the National Housing Act (which are secured by co- 
operative housing or rental housing properties), the FHA debentures 
issued to mortgagees who have suffered a loss shall mature 20 years 
after the date of the FHA debentures instead of 3 years after the 
maturity date of the defaulted mortgage. This is a perfecting 
amendment designed to avoid excessively long maturity terms in the 
case of debentures which may be issued on account of a long-term 
mortgage (under sec. 207 or sec. 213 of the National Housing Act) on 
which there was a default in the early vears of the mortgage. It 
should be noted that under existing law and FHA administrative 
regulations such mortgages run for terms of from 32 to 40 years. 


(5) Section 605—FHA mortgage amounts for section 207 rental housing 
(p. 107 of bill) 

Section 207 of the National Housing Act, which contains the 
regular FHA mortgage insurance provisions for rental housing, 
provides that insurable mortgages under that section may not exceed 
$8,100 per family unit, or $7,200 per family unit if the number of rooms 
in the project does not cual or exceed 4% per family unit. Section 605 
of the bill would change the four and one-half room requirement to a 
four room requirement (thus conforming to the requirements in the 
new title LX) in order to make the $7,200 mortgage ceiling more equi- 
table in terms of construction costs. 

Section 605 would also amend section 237 to permit the FHA 
maximum mortgage amount for a rental housing project to reflect 
the value of stores and similar nonresidential facilities which are 
provided as a part of, or incidental to, the project. In the opinion 
of your committee, this perfecting amendment will better enable 
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private builders to provide space for ac 


lequate commercial facilities 
necessary to serve rental housing, 


(6) Section 606—Inere ase in maximum FITA mortgage limits to; 
(p. 108 of bill) 

Because of transportation difficulties, shortages of labor and mate- 
rials and other factors, building costs in Alaska are much higher than 
In the States or other Territories of the United States Accordingly, 
section 214 of the National Housing Act permits the Federal Housing 
Commissioner, on the basis of such higher costs, to increase by one- 
third the maximum dollar amounts otherwise applicable to mortgages 
eligible for insurance under the Nationa] Housing Act with respect 
to property in Alaska. Section 606 would enlarge this discretionary 
authority by changine the one-third” figure to ~ One-half.” Your 
committee recommended adding section 606 to this 
building cost experience 


4 \laska 


bill because actual 
in Alaska has proven the “one-third” ficure 
to be inadequate and because of the importance of 


additional housing 
to the defense of Alaska. 


(7) Section 607— Waiver of FHA occupancy requirements for 
called into militar y service (p. 108 of bill) 

Section 607 would add two new sections, No. 216 and No. 217, 
the National Housing Act. The proposed new 
would provide for a general FHA mortgage insurance authorization, 
has already been discussed in part V B (9) of this report in connection 
with the proposed new FHA defense mortgage insurance program. 

The proposed new section 216 of the National Housing Act 
designed to avoid hardship, which may result under the law as now 
written, to men who are called into military service while applications 
for mortgage insurance covering their homes are still pending. Under 
the present law, a mortgagor purchasing his own home for the oceu- 
pancy of his family is afforded more liberal mortgage insurance terms 
than a mortgagor who is an operative builder or investor. When a 
mortgagor has arranged for FHA financing on the basis that he or 
his family will occupy the home, hardship may very well result to 
him at the time of the closing if, having meanwhile beep called 
military service, he decides to rent the home to someone 

The proposed new section 216 will eliminate 
authorizing the Federal Housing Commissioner to insure the mortgage 
on the same terms as where the mortgagor is the occupant, if the 
FHA is satisfied that the failure of the mortgagor to occupy the home 
is due to his entry into active military service and that the mortgagor 
intends to occupy the home after his release from the service. Your 
committee believes this to be most desirable. 


(8) Section GO8—Vet, rans’ Administration r¢ presentation on the Board 
of Directors of the Federal National Mortgage Association p. 109 
of bill) 

This section would provide that one of the members of the Board of 
Directors of the Federal National Mortgage Association shall be 
pointed by the Administrator of Veterans’ Affairs from 
officers or employees of the Veterans’ Administration, | 
law, the Directors of the Association must be appointed by the Hous- 
ing Administrator, As a large portion of the mortgages purchased by 
FNMA are mortgages guaranteed by the \ 
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your committee considers it very appropriate that the Veterans’ 
Administration be represented on FNMA’s Board of Directors. 
Your committee is advised that, after the transfer of the Federal 
National Mortgage Association from the Reconstruction Finance 
Corporation to the Housing and Home Finance Agency, the Housing 
Administrator arranged to have the Veterans’ Administration repre- 
sented informally at meetings of the Board of Directors of the 
Association. 


(9) Sections 609, 610 and 612—FHA yield insurance amendments 
(pp. 110, 111, and 112 of bill) 


Sections 609, 610 and 612 would amend title VII of the National 
Housing Act. Title VII, which is generally known as the vield insur- 
ance title, was designed to encourage equity investment in rental 
housing without fixed-debt financing through mortgages or other liens 
on the property. 

The FHA is authorized to insure an annual yield of not in excess of 
2% percent on outstanding investment and a minimum annual amorti- 
zation of 2 percent of the total investment. For this protection, the 
investor is required to pay an annual insurance premium of one-half 
percent of the capital investment outstanding each yea Wr. The yield of 
2%; percent is known as the “‘insured annual return.’ Higher yields 
are permitted under the law, to the extent that they are consistent 
with achieving moderate rentals. The law as now written requires 
rentals to be established at a level sufficient to produce a “minimum 
annual return” of 3% percent of the outstanding investment, and also 
requires accelerated amortization—for insurance calculation pur- 
poses—of the capital investment in the event that the actual annual 
return exceeds 3% percent. 

According to testimony presented to your committee, experience 
with the yield insurance title has indicated that there is considerable 
reluctance on the part of large-scale aggregates of investment capital 
to become involved in the ownership and management of housing 
projects. However, conferences which the chairman of our Sub- 
committee on Housing and Rents, and the committee staff, have held 
with prospective investors and with financial investment houses have 
developed the fact that there would be considerable possibilities of 
obtaining investment of equity capital if it did not also entail direct 
ownership and management of the housing. The conferences have 
also indicated that this might be ace omplished through issuance and 
sale in the open market of income debentures, to be payable from 
project net income, with the benefits of the insurance payable to a 
trustee for the holders thereof. For example, insurance companies, 
trust accounts, individuals, or others who have funds to invest but do 
not wish to assume the burden of direct ownership and management 
if they invest directly, or who prefer more liquid investments, may be 
quite willing to invest in the income debentures which would be mar- 
ketable special obligations. To accomplish this, three amendments 
to the yield insurance title are necessary. These amendments are 
provided by sections 609, 610, and 612 of the bill. 

Section 609 (p. 110 of bill) would make it clear that, under the 
yield insurance title, an investor may supply the necessary equity 
funds for investment in a project through the issuance and sale on the 
open market of income debentures which do not ae fixed-debt 
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financing through mortgage or other liens on the property. Such 
debentures would be special obligations payable out of the net income 
of the project and would be fully marketable. The section would also 
make it clear that the benefits of the insurance could be paid to 
assignees or transferees, including the holders of income debentures 
issued by the investor or to trustees for such holders. Your com- 
mittee feels that the Federal Housing Commissioner should use every 
practicable means to develop the widest possible market for such 
debentures issued by a statutory pice yy so that there can be obtained 
for the housing consumer the benefit of the lowest possible interest 
cost on the equity capital obtained to finance the construc ig 

Section 610 (p. 111 of bill) would amend title V i] of the National 
Housing Act to permit the “minimum annual return” under that title 
to be less than 3% percent where agreed upon between the investor 
and the Federal Housing Commissioner. This would make it possible 
for State educational institutions or political subdivisions or other 
public bodies which, under State law, have authority to be investors 
under title VII and which could obtain unsecured funds for less than 
3% percent to reflect such lower borrowing costs in the rents to be 
charged. 

Section 612 (p. 112 of bill) would provide for a technical amend- 
ment to title VII. Under the law as now written, the annual net 
income in excess of the 344 percent minimum annual return is defined 
as “excess earnings,” and at least half of such excess earnings must 
be applied—for purposes of the insurance contract—to accelerate 
amortization of the original investment. Under the existing defini- 
tion of ‘‘excess earnings”’ in title VII, such earnings must be computed 
before payment of income taxes, although amounts paid as income 
taxes do not, in effect, constitute earnings of the investor. Section 
612 would therefore exclude sums paid as income taxes from the 
amount of the excess earnings as defined. This amendment, of course, 
applies only for the purposes of the insurance contracts under title 
VII of the National Housing Act. It does not in any way affect the 
tax status or income tax payments of any investor. 

Your committee believes these amendments to be most desirable 
in order to permit the yield insurance system to contribute toward 
meeting the need for rontal housing for families of moderate income, 
particularly now when it is important to channel housing construction 
along moderate and low-cost lines. 


(10) Section 611—Housing assistance for persons displaced by acquisition 
of real property for defense purposes (p. 111 of bill) 

Section 611 was added to the bill by your committee in order to 
assist persons who have been displaced from their homes because of 
the acquisition of real property for or in connection with a defense 
installation or industry. Such persons could, under the new section 
611, be given preferences in the occupancy of housing aided under 
this bill or for which credit restrictions have been relaxed on the same 
basis as defense workers. 

(11) Section 613—Representation on National Housing Couneil (p. 112 
of bill) 

The National Housing Council, established within the Housing and 
Home Finance Agency, is composed of the Housing Administrator and 
representatives of other agencies having functions relating to housing. 
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The Council was established several years ago for the purposes of 
promoting effective use of the housing functions of the Federal 
Government, and of obtaining coordination in their administration, 
and consistency with general economic and fiscal policies. The Council 
provides machinery for exchange of information and discussion 
of problems common to the participating agencies. 

Section 613 would provide that the Secretary of Defense, or his 
designee, shall be substituted for the Chairman of the Board of 
Directors of the RFC, or his designee, as a member of the National 
Housing Council. Your committee believes that the importance of 
adequate housing and community facilities to the present defense 
effort has made it appropriate and desirable that the Department of 
Defense be represented on the Council. The elimination of RFC 
representation from the Council (which your committee understands 
to be satisfactory to the RFC) would be in recognition of the fact 
that the housing functions which were forme rly exercised by the RFC 
have, by Reorganization Plans 22 and 23 of 1950, been transferred 
from that C orporation to the Housing Agency. These are the reor- 
ganization plans which transferred the Federal National Mortgage 
Association and prefabricated housing loan functions from the RF C 
to the Housing Agency. 


(12) Section 614—Prohibition of oceupancy of low-rent housing projects 
by high-income defense workers (p. 112 of bill) 

This section provides that the Federal Government may not (with 
funds available pursuant to the United States Housing Act of 1937, 
as amended) initiate any housing project for defense workers under the 
authority therefor contained in Public Law 671, Seventy-sixth Con- 
gress. Public Law 671, Seventy-sixth Congress, also pe rmits income 
and other limitations and preference provisions applicable to locally 
owned low-rent housing projects assisted under the United States 
Housing Act of 1937, as amended, to be waived or suspended during a 
defense period in order to permit such projects to be used for defense 
purposes. However, this section would also prohibit any waiver or 
suspension, under the authority therefor contained in said Public Law 
671, of the income limitations applicable to such projects, and would 
thus exclude high-income defense workers from the occupancy of any 
such low-rent housing projects. 


(13) Sections 615 and 616—Act controlling and separability provisions 
(p. 112 of bill) 
These sections contain the customary general provisions. 
[Norge.—Sec. 510 of the bill as introduced would have required, 
in connection with functions under titles II and III of the bill, the 
submission of corporate-type budget programs, maintenance of cor- 
porate books, and corporation-type audits by the General Accounting 
Office. At the suggestion of the General Accounting Office, this 
section has been dropped from the bill as reported, inasmuch as the 
Budget and Accounting Procedures Act of 1950 would permit business- 
type accounts and audits adapted to the operations contemplated 
under these titles.] 
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Vl. SEcTION BY SECTION SUMMARY OF THE BILL 


TITLE I CRITICAL DEFENSE HOUSING AREAS, PROCEDURES FOR EXER- 
CISE OF AUTHORITY, AND EXPIRATION DATE 


titles If, III, and IV of the bill shall not be exercised in any area 
unless the President shall have determined that the area is a critical 
defense housing area. Such a determination could be made only if the 
following conditions were found to exist: 

(1) A new defense plant or installation has been or is to be provided 
or an existing one reactivated or its operation substantially expanded; 

(2) Substantial in-migration of defense workers or military per- 
sonnel is required to carry out activities at such defense plant or 
installation; and 

(3) A substantial shortage of housing for such cetera workers or 
military personnel exists or impends which impedes or threatens to 
impede activities at such plant or installation, or community facilities 
or services required for such defense workers or military personnel 
are not available or are insufficient (p. 54 of bill). 

Section 102.—This section provides, in order to assure that private 
enterprise shall be afforded full opportunity to provide the defense 
housing needed wherever possible, that in any area which the Presi- 
dent declares to be a critical defense on area 

First, the Housing and Home Finance Administrator shall publicly 
announce the number of permanent dwelling units needed for defense 
workers and military personnel in such area, including information as 
to types (such as sales or rental units), rentals, and general locations; 

Second, residential credit restrictions under the Defense Production 
Act of 1950 shall be relaxed in a manner and to an extent determined 
by the President to be appropriate and necessary to obtain the needed 
defense housing production; 

Third, the proposed FHA mortgage insurance aids under title II of 
the bill shall be made available to obtain the needed defense housing 
production; and 

Fourth, no permanent housing shall be constructed by the Federal 
Government under title III of the bill except to the extent that private 
builders or eligible mortgagors have not, within a period of not less 
than 60 days (or such longer period as the Housing Administrator 
may specify) following the announcement of the availability of the 
proposed FHA mortgage insurance aids under title II of the bill, 
indicated through bona fide, eligible applications for exceptions from 
residential credit restrictions or for mortgage insurance or guaranty 
that they will provide the needed defense housing (p. 55 of the bill). 

Section 103.—This section provides, in order to assure that the 
required community facilities or services shall, wherever possible, be 
provided by the : approprit ite local agencies with local funds 

(a) No loan shall be made pursuant to title ITI of the bill for the 
provision of community facilities or equipment (required in connec- 
tion with defense activities in the area) unless the chief executive 
officer of the appropriate political subdivision certifies, and the Hous- 
ing Administrator finds, that such facilities or equipment could not 
otherwise be provided when needed; 


Section 101.—This section provides that the authority contained in 
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(6b) No grant or other payment shall be made pursuant to title III 
of the bill for the provision, or for the operation and maintenance, of 
community facilities or for the provision of community services 
(re quired 1 in connection with defense activities in the area) unless the 
chief executive oflicer of the appropriate political subdivision certifies, 
and the Housing Administrator finds, that such community fac ilities 
or services cannot otherwise be provided when needed, or operated 
and maintained, without an increased excessive tax burden or an 
unusual or excessive increase in the debt limit of the appropriate 
local agency; and 

(c) No community facilities or services shall be provided, main- 
tained, or operated, as the case may be, by the United States directly 
except where the appropriate loc al agency is demonstrably unable to 
do so adequately with its own personnel, with loans, grants, or pay- 
ments authorized to be made under title III of the bill (p. 56 of bill). 

Section 104.—This section provides that basic authorities under 
titles 11, III, IV, and V of the bill shall expire after June 30, 1953 
(p. 58 of bill). 


TITLE II—MORTGAGE INSURANCE FOR DEFENSE HOUSING 


Section 201.—This section would add a new title [X to the National 
Housing Act, as amended, which would provide for FHA mortgage 
insurance in critical defense housing areas for new privately owned 
housing serving families of persons engaged in defense activities. The 
new title IX (which would consist of eight sections numbered 901 to 
908, inclusive) would be applicable only in areas which the President, 
pursuant to section 101 of the bill, found to be critical defense housing 
areas (pp. 59 through 79 of bill). 

The legal and technical terms used in the proposed new title [X 
would be defined, under section 901, in the same manner as those terms 
are defined in title II of the National Housing Act, which provides for 
the permanent system of Government mortgage insurance (p. 59 of 
bill). 

A national defense housing insurance fund would be created by the 
new section 902, similar to the mortgage insurance funds under other 
titles of the National Housing Act, and $10,000,000 would be author- 
ized to be transferred to the new fund from the mortgage insurance 
fund established under title VI of that Act, the W: orld War II and 
veterans’ mortgage insurance authorization (p. 59 of bill). 

Section 903 would authorize the Federal Housing Administration to 
insure (or enter into commitments to insure) mortgages under the new 
title in areas which the President determined to be critical defense 
housing areas. The aggregate dollar amount of mortgages which 
would be authorized to be insured under the title would not exceed a 
sum to be fixed by the President, subject to an over-all dollar limitation 
which would be contained in a new section 217 and within which addi- 
tional mortgage insurance authorizations for use in critical defense 
housing areas could be made available for any title of the National 
Housing Act except title VI. (The new sec. 217 of the National 
Housing Act w ould be added by sec. 607 of this bill.) The number 
of housing units in any defense area or locality which may be aided by 
mortgage insurance under this new title would be determined by the 
Housing and Home Finance Administrator (p. 60 of bill). 
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In accepting mortgages for insurance under the new title IX, the 
FHA would be required to find that the housing project ‘‘is an accept- 
able risk in view of the needs of national defense.” (The correspond- 
ing test under the FHA’s regular title 1] mortgage insurance program 
is whether the project is “economically sound.” In title VIII, the 
military housing insurance title, a corresponding provision prescribes 
that mortgages may be insured under that title only if the Secretary of 
Defense or his designee certifies that the housing is needed to serve 
the personnel at a nearby military installation and that such inst _ 
tion is deemed to be a permanent part of the Military Establishment. 
The Federal Housing Commissioner would be authorized to re hike 
housing insured under title IX (sees. 903 and 908) to be held for rental 
for periods of time and at rentals prescribed by him and to be held by 
a mortgagor approved by him. The Federal Housing Commissioner 
would also be authorized, with the approval of the Housing and Home 
Finance Administrator, to prescribe such procedures as he deems 
necessary to secure to persons engaged in defense activities preference 
or priority in the purchase or rental of the housing assisted under the 
title. Mortgagors of properties insured under the title would be 
prohibited, in selecting tenants, from discriminating against families 
with children, and a violation of this prohibition would be a misde- 
meanor punishable by a fine of not to exceed $500 (pp. 60—66 of bill). 

Premium charges which the FHA would be permitted to fix for 
mortgage insurance under the title would (consistent with a corre- 
sponding provision in title VIII of the National Housing Act) be not 
less than one-half of 1 percent per annum and not more than 114 per- 
cent per annum of the principal obligation of the mortgage outstand- 
ing at any time (p. 64 of bill) 

Section 903 (b) prescribes eligibility requirements for the insurance 
under title IX of mortgages on dwellings designed for one or two 
families. Such mortgages would be required to be made by a mort- 
gagee approved by the FHA; would have a maturity not in excess of 
25 years; would bear interest (exclusive of premium charges) of not 
over 4% percent on outstanding balances; and would contain amorti- 
zation, insurance, and other provisions satisfactory to the FHA. The 
principal obligation of such a mortgage would not exceed 90 percent 
of the FHA ¢ ippraised value, nor would it exceed $8,100 for a single- 
family residence or $15,000 for a two-family residence except that the 
Federal Housing Commissioner could by regulation increase these 
amounts to $9,000 and $16,000, respectively, in any geographical area 
where he finds that cost levels so require. Also, if the FHA finds that 
it is not feasible under these dollar limitations to construct dwellings 
containing three or four bedrooms per family unit without sacrificing 
sound standards, the dollar limitations m: vy be increased by $1,080 for 
a third bedroom and another $1,080 for a fourth bedroom, but only 
if the unit meets sound standards of livability as a three- or four-bed- 
room unit (p. 61, line 23, of bill). 

Another limitation on mortgages for one- and two-family houses 
which would be insured under section 903 occurs in section 903 (e) 
That subsection provides that the mortgagor shall, upon completion 
of the physical improvements, certify the actual cost of such improve- 
ments (exclusive of off-site public utilities and streets and organiza- 
tion and legal expenses) and that within 60 days after such certifica- 
tion the mortgagor shall pay to the mortgagee in reduction of the 
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principal amount of the mortgage such sum, if any, by which the 
principal amount of the mortgage exceeds 90 percent of such certified 
actual cost (p. 66 of bill). 

Section 904 of the new title contains the technical provisions 
(similar to the corresponding provisions of existing titles of the Na- 
tional Housing Act) which govern the mortgage insurance benefits 
received by the mortgagee from the FHA in case of default under a 
mortgage insured pursuant to section 903. Among the provisions of 
section 904 are those govering foreclosure by the mortgagee, transfer 
and assignment of the property and claims under the mortgage to the 
FHA, issuance of FHA debentures and a certificate of claim to the 
mortgagee, and the powers which may be exercised by the FHA in 
dealing with or disposing of properties which it may acquire (p. 67 
of bill). 

Section 905 contains the technical provisions (similar to the 
corresponding provisions of existing titles of the National Housing 
Act) governing the conduct of the national defense housing insurance 
fund (p. 73 of bill). 

Section 906 would provide that real property acquired by the FHA 
under this title shall be subject to State and local real property taxes 
(p. 74 of bill). 

Section 907 would authorize the Federal Housing Commissioner to 
issue necessary rules and regulations to carry out the proposed title [IX 
(p. 75 of bill). 

In addition to mortgages insured under section 903 (b) (which, as 
explained above, is limited to dwellings designed for occupancy by 
not more than two families), the FHA would be authorized under 
section 908 (p. 75 of bill) to insure mortgages on new rental-type 
projects (including advances during construction) which meet the 
one conditions: 

The mortgaged property would be held by a mortgagor approved 
by a Federal Housing Commissioner, and the Commissioner could, in 
his discretion, regulate rents, capital structure, rate of return, and 
methods of operation, as is now the case in connection with FHA 
rental housing insured under its regular title II program. 

The principal obligation of the mortgage could not exceed 
$5,000,000; nor 90 percent of the FHA estimate of the value of the 
project when completed; nor the FHA estimate of the cost of the 
physical improvements, exclusive of off-site public utilities and streets 
and organization and legal expenses. Neither could it exceed $8,100 
per family unit, or $7,200 if the number of rooms does not equal or 
exceed four per family unit, except that the Commissioner could by 
regulation increase these amounts by not over $900 in any geographical 
area where he finds that cost levels so require. The mortgagor would 
also be required, upon completion of the physical improvements, to 
certify the actual cost of such improvements (exclusive of off-site 
public utilities and streets and organization and legal expenses). 
Within 60 days after such certification the mortgagor would be 
required to pay to the mortgagee in reduction of the principal amount 
of the mortgage such sum, if any, by which the principal amount of 
the mortgage exceeds 90 percent of such certified actual cost. 

The mortgage would provide for complete amortization within 
such term as the FHA would prescribe, and would bear interest 
(exclusive of premium charges) at not over 4 percent of outstanding 
balances. 
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Section 908 also contains the technical provisions (similar to the 
corresponding provisions of existing titles of the National Housing 
Act) which govern procedures in case of default under a mortgage 
insured pursuant to the section (p. 75 of bill). 

Section 202.—This is a technica] section which would make general 
provisions of the National Housing Act, as amended. applicable to 
the proposed new title [X (p. 79 of bill). 

Section 203.—This is a technical section which would make the 
same labor standards which are applicable to rental housing projects 
aided under other titles of the National Housing Act applicable to 
housing projects insured under section 908 of the proposed new 
title IX (p. 79 of bill). 

Section 204.—This is a technical section which would make certain 
provisions concerning FHA mortgage insurance commitments and 
processing fees which are applicable to other titles of the National 
Housing Act applicable also to the proposed new title TX p. 79 of 
bill). 

Section 205.—This is a technical section which would make mort- 
gages insured under the proposed new title IX eligible, along with 
other FHA insured mortgages, for purchase by the Federal National 
Mortgage Association (p. 79 of bill), 

Section 206.—This is a technical section which would bring up to 
date a provision of the National Housing Act which deals with FHA 
insurance of housing projects acquired by the FHA as a result of 
default and then sold. Mortgages on such projects sold by the FHA 
may be insured without regard to eligibility limitations which are 
generally applicable (p. 80 of bill). 

Section 207.—This is a technical section which would make mort- 
gages insured under the new title TX of the National Housing Act 
eligible for investment by national banks upon the same basis as 
mortgages insured under existing titles of that act (p. 80 of bill). 

Section 208.—This is a technical section which would permit Federal 
home-loan banks to make advances to their members on the security 
of mortgages insured under the new title IX of the National Housing 
Act on the same basis as advances on the security of mortgages 
insured under existing titles of that act (p. 80 of bill). 


TITLE III PROVISION OF DEFENSE HOUSING AND COMMUNITY FACILITIES 
AND SERVICES 


Section 301.—Subject to the provisions and limitations of title ] 
and of this title, the Housing and Home Finance Administrator would 
be authorized to provide housing needed for defense workers or military 
personnel, and to extend assistance for the provision of, and to provide, 
community facilities and services (as defined in sec. 315) in critical 
defense housing areas (as determined in accordance With see. 101). 
(p. 80 of bill), 

Section 302.—Subsection (a) of this section would require that, to 
the maximum extent feasible in the light of other defense requirements, 
any permanent housing constructed under this title shall consist of 
one- to four-family structures so arranged that they may ey: ntually 
be disposed of for separate sale to private owners. Any permenent 
lousIng provided under the title would be sold as expeditiously as 
possible and in the public interest considering the purpose of the title, 
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and structures suitable for separate sale would be sold with preference 
to occupants and veterans. As among veterans, disabled veterans 
would receive prior preference. Permanent projects consisting of 
structures not suitable for separate sale would be sold as entities sub- 
ject to a first preference (for such period not less than 90 days nor 
more than 6 months as the Administrator may determine) to groups 
of veterans organized on a mutual ownership or cooperative basis. 
Such groups would, however, be required to admit any occupants as 
full members of their organizations. The Administrator would, by 
public regulation, provide an equitable method of choosing between or 
among preferred purchasers. Sales could be upon terms, but full pay- 
ment to the Government would be required within 25 years with 
interest upon unpaid balances at not less than 4 percent per annum 
(p. 81 of bill). 

Subsection (b) would provide that where the need for defense housing 
is of purely temporary duration, the procedures in section 102 would 
not be required, and that, in such cases temporary housing shall be 
provided. Such temporary housing must be mobile or portable hous- 
ing or otherwise constructed so that it could be moved for reuse else- 
where to meet other purely temporary needs. Provisions for disposi- 
tion of temporary housing provided under this title would be left to 
later determination of the Congress without preventing removal of 
such housing earlier by demolition or otherwise (p. 83 of bill). 

Subsection (c) would provide that whenever the Administrator de- 
termined that housing provided by the Government under this title 
was no longer needed for housing defense workers or military personnel, 
preference in the occupancy thereof pending sale or other disposition, 
would be given to veterans and, as among veterans, to disabled vet- 
erans (p. 83 of bill). 

Section 303.—This section would prescribe limits of $9,000, $10,000, 
and $11,000 on the average cost of two-, three-, and four-bedroom 
family dw elling units in any project, subject to an increase of $1,000 
in such limits in high-cost areas and to an increase of 50 percent in 
such limits in the Territories and possessions of the United States 
(p. 84 of bill). 

Section 304.—This section would authorize the Administrator to 
make loans or grants, or other payments, to public and nonprofit 
agencies for the provision, operation, and maintenance of community 
facilities and equipment and for community services. Grants or 
payments for the provision, or for maintenance and operation, of 
facilities or services could not exceed in amount the portion of the 
total cost thereof estimated to be the result of the impact of defense 
activities on the area less amounts estimated to be recoverable by the 
local agency from other sources, including payments by the Federal 
Government under this or any other law. Grants for hospitals and 
schools could be made under this title only to the extent that the re- 
quired assistance was not available under existing legislation. In 
the case of any grants or payments to be made over a period of time, 
an annual reexamination and adjustment would be required on the 
basis of increases in the agency’s ability to bear a greater portion of 
the cost by reason of increased revenues (p. 84 of bill). 

Section 305.—This section would set forth the powers of the Admin- 
istrator with respect to the planning, construction, operation, main- 
tenance, and disposition of housing and community facilities or 
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services authorized to be provided by the Federal Government. These 
powers would include, among others, authority to acquire land 
through condemnation or otherwise, to make advance payments for 
leased property, to settle claims for and against the United States 
(unless such claims are in litigation, have been referred to the Depart- 
ment of Justice, involve administrativ e expenses, or exceed $5,000 
and arise out of contracts for construction, repairs, or procurement 
of materials or supplies.) Authority would also be given to proceed 
with work prior to approval by the Attorney General of title to 
acquired property and without regard to Federal laws requiring 
specific authority for erection of permanent structures, specifying 
the methods for letting contracts, procuring supplies, and disposing 
of property, and limiting rentals and alterations of rented buildings. 
Conveyances by the Government of property under this title or title 
IV would be made incontestable in the hands of bona fide purchasers, 
lessees or transferees. Housing and community facilities (except 
for temporary construction) provided by the Government would be 
required to conform to State and local laws relating to health, sanita- 
tion, and building codes to the maximum extent practicable, taking 
into consideration availability of materials (p. 86 of bill). 

Section 308.—This section would provide for payments to State 
and local governments of sums in lieu of taxes and special assessments 
on real property acquired or held for residential purposes (or for 
commercial purposes incidental thereto), such sums to approximate 
full taxes and special assessments with allowances for expenditures 
by the Federal Government for items usually furnished by the taxing 
authorities (p. 89 of bill). 

Section 309.—Subsection (a) of this section would provide that con- 
tracts shall be subject to requirements for competitive bidding 
insofar as consistent with emergency needs. (p. 90 of bill). 

Subsection (b) would prohibit the cost-plus-a-percentage-of-cost 
system of contracting, but expressly permit contracts on a cost-plus-a- 
fixed-fee basis where the fixed fee does not exceed 6 percent of the 
estimated cost (p. 90 of bill). 

Subsection (c) would provide that existing private and public 
community facilities shall be utilized, extended, or equipped wherever 
practicable in lieu of providing new facilities (p. 90 of bill). 

Subsection (d) would require that the Government dispose of all of 
its interests in community facilities constructed by it under this 
title to appropriate State or local agencies not later than one year 
after the expiration date prescribed in section 104 of the bill and sub- 
ject to requirements to be prescribed by the Congress at a later date. 
Such disposal would not be required, however, in cases where the ap- 
propriate local agency was not willmg to accept and operate the 
facility for the purpose for which it was constructed (p. 90 of bill). 

Section 306.—This section would authorize any Federal agency 
upon request of the Administrator to transfer real and personal prop- 
erty to the Administrator without reimbursement where such property 
is needed for housing or community facilities purposes. The Admin- 
istrator would also be authorized to utilize any other property under 
his jurisdiction for purposes of this title without adjustment of appro- 
priations or funds (although such transfers must, of course, be fully 
reflected on the books and accounts). On the other hand, the transfer 
of housing, community facilities, and other property acquired or 
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constructed under this title to the Department of Defense without 
reimbursement would be authorized where the Department of Defense 
considers such property to be required for its purposes. These trans- 
fers would also have to be fully reflected on the books and accounts 
of the agencies involved (p. 88 of bill). 

Section 307.—This section would provide that acquisition of real 
property under this title or title IV would not give the Federal Gov- 
ernment exclusive jurisdiction over such property or in any way 
impair State and local civil or criminal jurisdiction over it or the civil 
or other rights of people living on such property. Any eviction 
actions or other proceedings by the Government to recover possession 
of property acquired under this title or title IV could be brought in 
State courts, notwithstanding the general rule that the F ederal Gov- 
ernment brings actions only in Federal courts (p. 89 of bill). 

Section 310.—Subsection (a) would, in effect, grant an exemption 
from the 8-hour law, as amended (title 40, U. S. C., sees. 321-326), 
in the same general form as the exemption the President is authorized 
to grant under that law. It provides that laborers and mechanics on 
work under this title shall be paid not less than time and one-half for 
all work in excess of 8 hours per day (p. 91 of bill). 

Subsection (b) would affirm the applicability of the Davis-Bacon 
Act to Federal construction and the kick-back statutes to all construc- 
tion under this title (p. 91 of bill). 

Subsection (c) would provide that contracts for loans and grants 
shall contain requirements for the payment to laborers and mechanics 
of not less than the prevailing wages in the locality as determined by 
the Secretary of Labor pursuant to the Davis-Bacon Act (p. 91 of 
bill). 

Subsection (d) is the usual provision requiring submission of infor- 
mation concerning contractors’ payrolls, itemized expenditures for 
materials, and lists of subcontractors (p. 92 of bill). 

Subsection (e) would require that the Secretary of Labor prescribe 
standards for administration of the labor provisions of this section 
and would authorize him to make investigations with respect to com- 
pliance with such provisions and standards (p. 92 of bill). 

Section 311.—This section would make moneys derived from rentals, 
operation, or disposition of property under this title, available for ex- 
penses of operation, maintenance, improvement, and disposition, in- 
cluding reserves and administrative expenses, would permit such 
moneys to be deposited in a common fund account or accounts in the 
ae and would limit the moneys in such account or accounts to 

$25,000,000 at any one time, with any excess to be covered into the 
Treasury as miscellaneous receipts (p. 92 of bill). 

Section 312.—This section would require the Administrator to tix 
fair rentals based on value as determined by him to be charged for 
housing operated under this title. It would also authorize the Ad- 
ministrator to prescribe the class or classes of persons to occupy, pref- 
erences for admission to, and other conditions of occupancy of such 
housing (p. 93 of bill). 

Section 313—This section would authorize appropriations of 
$60,000,000 for carrying out the provisions of this title relating to 
community facilities and services and $50,000,000 for carrying out 
the provisions of this title relating to housing (p. 93 of bill). 
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Section 314,.—This section would authorize the President, where he 
determines it to be in the interest of the defense effort, to transfer to 
any other Federal officer or agency having existing programs or 
facilities for or related to such functions the functions granted to 
the Housing and Home Finance Administrator under this title for 
the construction, maintenance, or operation of community facilities 
for education, health, refuse disposal, sewage treatment, recreation, 
water purification, and day-care centers, or the provision of community 
services, and to transfer funds to such officer or agency for the trans- 
ferred functions. Any officer or agency exercising any such trans- 
ferred functions, would be subject to all of the limitations and restric- 
tions on the exercise of such powers contained in this act. The 
President would be authorized to prescribe the manner in which any 
functions of the Housing Administrator in connection with com- 
munity facilities would be administered in coordination with other 
Federal agencies having related functions or activities (p. 94 of bill). 

Section 315.—This section would define “community facility’ as 
meaning any facility necessary for carrying on community living, 
including primarily, waterworks, sewers, sewage, garbage and refuse 
disposal facilities, fire protection facilities, public sanitary facilities, 
works for treatment and purification of water, schools, hospitals, and 
other places for the care of the sick, recreational facilities, streets and 
roads, and day-care centers (p. 95 of bill). 

“Community service” is defined by this section as meaning any 
service necessary for carrying on community living, including the 
maintenance and operation of facilities for education, health, refuse 
disposal, sewage treatment, recreation, water purification, and day- 
care centers, and the provision of fire protection and other community 
services (p. 96 of bill). 

The term “veteran” would include persons who served in the active 
military or naval service during World War I, World War II, or since 
June 26, 1950, and who have either been discharged under conditions 
other than dishonorable or who are still in such service. This term 
would also include the family of any such person and the family of 
any person who served during the yreeceine ‘d periods and who died in 
service or from service-connected causes (p. 96 of bill). 

This section would also provide the customary definitions of the 
terms ‘‘State,” ‘Federal agency,” “‘nonprofit agency,” and “project” 
as used in this title (pp. 95 and 96 of bill). 


TITLE IV-——-PROVISION OF SITES FOR NECESSARY DEVELOPMENT IN 
CONNECTION WITH ISOLATED DEFENSE INSTALLATIONS 


Section 401.—This section would provide for the exercise by the 
Housing and Home Finance Administrator of special powers, subject 
to the limitations of title I of the bill, where the President finds that, 
in connection with a defense installation in an isolated or relatively 
isolated area, housing or community facilities needed for such installa- 
tion would not otherwise be provided when and where required, or 
that there would otherwise be land speculation or uneconomic use of 
land which would impair defense activities at such installation. The 
Administrator would be authorized to make general plans and acquire 
land for the development of the needed housing and community fa- 
cilities, to provide site improvements, and then to dispose of the land 
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to private and public agencies for use in accordance with the plans 
made. No buildings could be erected under the provisions of this 
title IV. ‘Title III powers could, of course, be exercised in such de- 
fense areas. Funds made available for this title would be required 
to be reimbursed in the amount of the fair value of property acquired 
thereunder and utilized for dwellings or other buildings or facilities 
under title III. The labor provisions of section 310 would be appli- 
cable to site development work under this title (p. 97 of bill). 

Section 402.—Where the President finds that it is in the public 
interest, the Administrator would be authorized by this section to 
acquire land under this title not only for the purposes of section 401 
but for the defense installation itself and to transfer such land to 
the appropriate agency, person, or corporation on terms which he 
determined to be in the public interest (p. 98 of bill). 

Section 4038.—This section would authorize the Administrator to 
make payments in lieu of taxes to appropriate State and local taxing 
authorities based not only on real property held under this title, but 
on the defense installation itself if held by the Federal Government, 
In making such payments, the Administrator would be required to give 
consideration to other payments by the Federal Government to the 
taxing authorities, to the value of the services furnished by such 
authorities in connection with the property or installation, and the 
value of any services provided by the Federal Government. Pay- 
ments under this section would be made from funds authorized to be 
appropriated (p. 99 of bill). 

Section 404.—This section would authorize appropriation of not 
to exceed $10,000,000 to a revolving fund in the Treasury for the pur- 
poses of this title. Interest would be paid by the Administrator upon 
funds used from this revolving fund (p. 99 of bill). 

Section 405.—This section would authorize the use of powers under 
this title for the acquisition of land for the provision of improved sites 
for privately financed defense housing in any city in which on March 
1, 1951, there were more than 12,000 temporary housing units held 
by the United States. However, the acquisitions pursuant to this 
section would be limited to land in the general area in which approxi- 
mately 1,500 units of such temporary housing were unoccupied on 
that date (p. 100 of bill). 


TITLE V—-PREFABRICATED HOUSING 


Section 501.—This section would amend section 102 of the Housing 
Act of 1948 (which, as modified by Reorganization Plan No. 23, 
authorizes the Housing and Home Finance Administrator to make 
loans for the production of prefabricated houses and housing com- 
ponents and for large-scale site construction) to clarify his authorit 
under that section with respect to loans for the distribution of ~ 
housing and for related purposes and to authorize him to make loans 
in participation with banks or other lending institutions. Such powers 
were exercised by the Reconstruction Finance Corporation prior to 
September 7, 1950, the effective date of Reorganization Plan No. 23, 
in connection with the program of loans for prefabricated housing 
under section 4 (a) of the RFC Act (p. 101 of bill). 

Section 502.—This section would amend the Housing Act of 1948 
by adding three new sections (102a, 102b, and 102c) after the present 
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section 102 which authorizes loans for prefabricated housing and large- 
scale modernized site construction (p. 101 of bill). 

The new section 102a would authorize the Housing and Home 
Finance Administrator to make loans for the production and dis- 
tribution of prefabricated housing and for related purposes in order 
to assure the maintenance of industrial capacity for the production 
of such houses for defense purposes. Loans would be authorized to 
assist production and distribution of such housing manufactured by 
existing facilities so that such facilities would not be diverted to 
other uses. Loans could only be made where financing on reasonable 
terms was not otherwise available and loans and commitments would 
be limited to $15,000,000 outstanding at any one time. Funds could 
be obtained by the Administrator through the issuance of notes to the 
Treasury in the same manner as the Administrator issues notes for 
funds under section 102 of the Housirg Act of 1948 and for other loan 
programs. 

The pew section 102b would give the Administrator, with respect 
to his functions under the new section 102a the same powers and duties 
which he has with respect to the functions transferred to him under 
Reorganization Plan No. 23. Such powers and duties would be 
clarified by reference to the usual powers and duties conferred upon 
him with respect to loan programs. 

The new section 102c would place housing of a mobile or portable 
character on the same basis as prefabricated houses for the purposes 
of this title. 

Section 503.—This section contains a technical amendment of the 
Federal Reserve Act which would authorize national banks to partici- 
pate with the Administrator in loans made under section 102 or 102a 
of the Housing Act of 1948 or under section 4 (a) of the RFC Act in 
the same manner as they are presently authorized to participate with 
the RFC in loans made by it (p. 103 of bill). 


TITLE VI—AMENDMENTS TO EXISTING LAWS AND GENERAL PROVISIONS 


Section 601.—Subsection (a) of this section would extend until July 
1, 1953, the authority for the insurance of mortgages under title VIII 
of the National Housing Act. Under existing law this authority 
would expire July 1, 1951. T itle VIII provides for insurance by the 
FHA of mortgages on rental housing constructed for civilian and mili- 
tary personnel ‘of the Department of Defense on or near military 
installations determined by that Department to be permanent (p. 104 
of bill). 

Under such title VIII the maximum dollar amount of an eligible 
mortgage is $8,100 per family unit for the part of the property attrib- 
utable to dwelling use (except as to certain property involving de- 
tached units). Subsection (b) of this section would authorize the 
Federal Housing Commissioner by regulation to increase this maxi- 
mum dollar limitation by not exe eeding $900 in any geographical area 
where he finds that cost levels so require (p. 104 of bill). 

Subsections (c) and (d) of this section would amend title VIII of 
the National Housing Act to permit the insurance of mortgages under 
that title on housing constructed for personnel of the Atomic Energy 
Commission and to give that Commission with respect to such housing 
the same general powers and duties as the Department of Defense now 
has under title VIII (p. 104 of bill). 
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Section 602.—This section would provide that, in any critical de- 
fense housing area, home loans with respect to dwelling units costin 
not in excess of $10,000, $11,000, and $12,000 for two-, three-, an 
four-bedroom units, respectively, may be insured or guaranteed under 
the provisions of the Servicemen’s Readjustment Act of 1944, as 
amended, on behalf of veterans employed or to be employed in defense 
plants or installations without regard to the credit limitations and 
other provisions of the Defense Production Act of 1950. However, 
any houses purchased or constructed with any such loans, not con- 
forming to credit restrictions under the Defense Production Act of 
1950, would have to be within the number programed for the area 
and be held subject to the terms and conditions prescribed by the 
Housing Administrator for housing built pursuant to relaxations of 
such restrictions (p. 105 of bill). 

Section 603.—This section would amend title VI of Public Law 849, 
Seventy-sixth Congress (the Lanham Act) to permit the President to 
extend dates for disposal and other actions relating to World War II 
housing of the Government as prescribed in that title. Title VI, 
added by Public Law 475, eighty-first Congress (the Housing Act of 
1950), sets forth specific procedures for the disposition of such housing. 
It required certain actions by municipalities and local housing authori- 
ties on or before December 31, 1950, if they were to obtain the housing 
authorized to be transferred to them under the title. Dates were also 
prescribed for vacating and removing the temporary war housing. 
Because of the critical international situation, the disposition of this 
housing was suspended in July 1950 and, pending further determina- 
tion of defense needs in localities, has not been resumed. As a result, 
some cities and localities which would have requested the transfer of 
housing under title VI of the Housing Act of 1950 have not done so. 
Section 603 would permit the President to extend these deadline dates 
when he determined such extension to be in the public interest in view 
of the defense needs and other considerations (p. 106 of bill). 

Section 604.—This section would provide that debentures issued in 
connection with the payment of insurance on mortgages insured 
under section 213 of the National Housing Act (relating to cooperative 
housing) and section 207 of that act (relating to the regular FHA 
rental-housing mortgage insurance) shall mature 20 years after the 
date of such debentures. Under existing law these debentures mature 
3 years after the first day of July following the maturity date of the 
mortgage involved (p. 107 of bill). 

Section 605.—This section would amend section 207 of the National 
Housing Act (containing the regular FHA mortgage insurance provi- 
sions for rental housing) in two respects. First, the FHA maximum 
mortgage amount for a rental housing project under this section would 
be permitted to reflect the value of nondwelling facilities, such as 
stores, which are provided as a part of, or incidental to, the project. 
Secondly, the present provision that mortgages under section 207 may 
not exceed $7,200 per family unit if the number of rooms in the project 
does not equal or exceed 4} per family unit would be modified by chang- 
ing the “444” figure to “4” (p. 107 of bill). 

Section 606.—Section 214 of the National Housing Act permits the 
Federal Housing Commissioner, on the basis of higher costs, to in- 
crease by one-third the maximum dollar amount otherwise applicable 
to mortgages eligible for insurance under the National Housing Act 
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with respect to property in Alaska. This section 606 would change 
such one-third authorized increase to one-half (p. 108 of bill). 

Section 607.—This section would add two new sections to title II of 
the National Housing Act. 

The new section 216 would authorize the Federal Housing Com- 
missioner to insure a mortgage in the same manner as though the 
mortgagor were the occupant, where he is satisfied that the inability 
of the mortgagor to occupy is by reason of his entry into active mili- 
tary service and the mortgagor intends to occupy the property after 
he is released from the service (p. 108 of bill). 

The new section 217 would authorize an aggregate of $1,500,000,000 
of additional mortgage obligations to be insured under existing titles 
of the National Housing Act (except title VI) and under the proposed 
new title IX of that Act, but only where the President, with respect 
to any such title, authorizes additional mortgage insurance in maxi- 
mum amounts specified by him, taking into consideration the needs of 
national defense and the effect upon c onditions in the building industry 
and upon the national economy. Such additional authorization could 
be used only with respect to housing in an area determined to be a 
critical defense housing area under title I of this bill (p. 109 of bill). 

Section 608.—This section would provide that one of the members 
of the Board of Directors of the Federal National Mortgage Associa- 
tion shall be appointed by the Administrator of Veterans’ Affairs from 
among the officers or employees of the Veterans’ Administration. 
Under existing law, all of the five Directors must be appointed by the 
Housing and Home Finance Administrator (p. 109 of bill). 

Section 609.—This section would amend title VII of the National 
Housing Act (the yield insurance title) to make it clear that investors 
under that title are permitted to issue debentures payable out of 
income. ‘The section would also make it clear that the benefits of the 
insurance could be paid to assignees or transferees, including holders 
of such income debentures or trustees for such holders. (Insurance 
under title VII is designed to encourage equity investment in rental 
housing with rents within the capacity of families of moderate income 
where no mortgage financing is involved. The FHA is authorized to 
insure a minimum annual amortization of 2 percent of total investment 
and an annual return of not more than 2% percent on outstanding 
investment. The project is required to be economically sound) 
(p. 110 of bill). 

Section 610.—This section would amend section 713 (n) to permit 
a minimum annual return under title VII of the National Housing Act 
of less than 3% percent (as presently prescribed by that title) where 
agreed upon between the investor and the Federal Housing Com- 
missioner. This would permit local public bodies which might be 
investors under title VII and which could obtain funds for less than 
3% percent to reflect such lower borrowing costs in the rents to be 
charged to the tenants of the housing (p. 111 of bill). 

Section 611.—This section would authorize the Housing Adminis- 
trator to issue regulations pursuant to which persons displaced from 
their homes by the acquisition of property for or in connection with a 
defense installation or plant could be permitted to occupy or purchase 
any housing for which credit restrictions under the Defense Production 
Act of 1950 have been relaxed or housing provided or assisted under 
this act, notwithstanding other provisions of this or other laws 
(p. 111 of bill). 
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Section 612.—This section would provide for a technical amendment 
to section 713 (0) of the National Housing Act. For the purposes 
of an insurance contract, title VII of that act requires that at least 
50 percent of excess earnings, as defined, of an investor (together 
with certain other amounts) must be applied to amortization of his 
original investment. Under the existing definition of ‘excess earn- 
ings” in title VII such earnings must be computed before payment of 
income taxes, although amounts paid as income taxes do not in fact 
constitute earnings of the investor. Section 612 of the bill would 
exclude sums paid as income taxes from the amount of the excess 
earnings as defined (p. 112 of bill). 

Section 613.—This section would provide for membership by the 
Secretary of Defense or his designee on the National Housing Council 
and that the Chairman of the Board of Directors of the Reconstruction 
Finance Corporation would no longer be a member of such Council 
(p. 112 of bill). 

Section 614.—This section provides that the Federal Government 
may not (with funds available pursuant to the United States Housing 
Act of 1937, as amended) initiate any housing project for defense 
workers under the authority therefor contained in Public Law 671, 
Seventy-sixth Oongress. Public Law 671, Seventy-sixth Congress, 
also permits income and other limitations and preference provisions 
applicable to locally owned low-rent housing projects assisted under 
the United States Housing Act of 1937, as amended, to be waived or 
suspended during a defense period in order to permit such projects to 
be used for defense purposes. However, this section would also pro- 
hibit any waiver or suspension, under the authority therefor contained 
in said Public Law 671, of the income limitations applicable to such 
projects, and would thus exclude high-income defense workers from 
the occupancy of any such low-rent housing projects. 

Section 615.—This section provides a customary “act controlling” 
clause (p. 112 of bill). 

Section 616.—This section provides customary “savings” and 
“separability” clauses (p. 112 of bill). 


VII. Cuanees tn Existine Law 1x ComMpliaNCE WITH THE CoRDON 
Rue 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


NATIONAL HOUSING ACT, AS AMENDED 


* * * * * * * 
TITLE I—HOUSING RENOVATION AND MODERNIZATION 
CREATION OF FEDERAL HOUSING ADMINISTRATION 


Sectron 1. The President is authorized to create a Federal Housing Admin- 
istration, all of the powers of which shall be exercised by a Federal Housing Com- 
missioner (hereinafter referred to as the ““Commissioner’’), who shall be appointed 
by the President, by and with the advice and consent of the Senate. 

In order to carry out the provisions of this title and [titles II, III, VI, VII, 
and VIIT titles IJ, 117, VI, V11, VIIT, and IX, the Commissioner may establish 
such agencies, accept and utilize such voluntary and uncompensated services, 
utilize such Federal officers and employees, and, with the consent of the State, 
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such State and local officers and employees, and appoint such other officers and 
employees as he may find necessary, and may prescribe their authorities, duties, 
responsibilities, and tenure and fix their compensation, without regard to the 
provisions of other laws applicable to the employment or compensation of officers 
or employees of the United States. The Commissioner may delegate any of the 
functions and powers conferred upon him under this title and [titles II, III, 
VI, VII, and VIIIJ titles IJ, 111, V1, Vil, VITI, and IX, to such officers, agents, 
and employees as he may designate or appoint, and may make such expenditures 
(including expenditures for personal services and rent at the seat of government 
and elsewhere, for law books and books of reference, and for paper, printing, and 
binding) as are necessary to carry out the provisions of this citle and [titles IT, 
III, VI, VII, and VIII] titles IZ, 171, VI, VII, VIII, and 1X, without regard 
to any other provisions of law governing the expenditure of public funds. All 
such compensation, expenses, and allowances shall be paid out of funds made 
available by this Act: Provided, That, notwithstanding any other provisions of 
law except provisions of law hereafter enacted expressly in limitation hereof, 
all expenses of the Federal Housing Administration in connection with the 
examination and insurance of loans or investments under any title of this Act, 
all properly capitalized expenditures, and other necessary expenses not attributable 
to general overhead in accordance with generally accepted accounting principles 
shall be considered nonadministrative and payable from funds made available 
by this Act, except that, unless made pursuant to specific authorization by the 
Congress therefor, expenditures made in any fiscal year pursuant to this proviso, 
other than the payment of insurance claims and other than expenditures (ineluding 
services on a contract or fee basis, but not including other personal services) in 
connection with the acquisition, protection, completion, operation, maintenance, 
improvement, or disposition of real or personal property of the Administraiion 
acquired under authority of this Act, shall not exceed 35 per centum of the income 
received by the Federal Housing Administration from premiums and fees during 
the preceding fiscal year. ‘The Commissioner shall, in carrying out the provisions 
of this title and [titles II, III, V1, VII, and VIII] titles 17, 111, VI, VII, VIII, 
and IX, be authorized, in his official capacity, to sue and be sued in any court of 
competent jurisdiction, State or Federal. 
* * * * * * * 


ANNUAL REPORT 


Sec. 5. The Commissioner shall make an annual report to the Congress as soon 
as practicable after the lst day of January in each year of his activiiies under this 
title and [titles II, III, VI, VII, and VIIT] titles 17, 1/7, VI, VII, VIII, and IX 
of this Act. 


* * * * * * > 
TITLE II— MORTGAGE INSURANCE 
* * * * * * * 


PAYMENT OF INSURANCE 

ae | ss 

(d) The debentures issued under this section to any mortgagee with respect 
to mortgages insured under section 203 shall be executed in the name of the Mutual 
Mortgage Insurance Fund as obligor, shall be signed by the Commissioner by 
either his written or engraved signature, and shall be negotiable and the deben- 
tures issued under this section to any mortgagee with respect to mortgages insured 
under section 210 shall be executed in the name of the Housing Insurance Fund as 
obligor, shall be signed by the Commissioner by either his written or engraved 
signature, and shall be negotiable. All such debentures shall be dated as of the 
date foreclosure proceedings were instituted, or the property was otherwise ac- 
quired by the mortgagee after default, and shall bear interest from such date at a 
rate determined by the Commissioner, with the approval of the Secretary of the 
Treasury, at the time the mortgage was offered for insurance, but not to exceed 
3 per centum per annum, payable semiannually on the Ist day of January and 
the Ist day of July of each year, and shall mature three years after the Ist day of 
July following the maturity date of the mortgage on the property in exchange for 
which the debentures were issued[.}, except that debentures issued with respect to 
mortgages insured under section 213 shall mature twenty years after the date of such 
debentures. 

* * * * * * * 
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RENTAL HOUSING INSURANCE 

Sac. 307,02. * 9 

(c) To be eligible for insurance under this section a mortgage on any property 
or project shall involve a principal obligation in an amount— 

(1) not to exceed $5,000,000, or, if executed by a mortgagor coming within 
the provisions of paragraph numbered (b) (1) of this section, not to exceed 
$50,000,000; 

(2) not to exceed the sum of (i) 90 per centum of that portion of the esti- 
mated value [of the property or project] of the property or project attributable 
to dwelling use (when the proposed improvements are completed) which does 
not exceed $7,000 per family unit and (ii) 60 per centum of such estimated 
value in excess of $7,000 [and not in excess of $10,000 per family unit] and 
not in excess of $10,000 per family unit and (itt) 90 per centum of the estimated 
value of such part of such propercy or project as may be attributable to nondwelling 
use: Provided, That except with respect to a mortgage executed by a mortgagor 
coming within the provisions of paragraph numbered (b) (1) of this section, 
such mortgage shall not exceed the amount which the Commissioner estimates 
will be the cost of the completed physical improvements on the property or 
project exclusive of public utilities and streets and organization and legal 
expenses: And provided further, That the above limitations in this paragraph 
(2) shall not apply to mortgages on housing in the Territory of Alaska, but 
such a mortgage may involve a principal obligation in an amount not to 
exceed 90 per centum of the amount which the Commissioner estimates will 
be the replacement cost of the property or project when the proposed im- 
provements are completed (the value of the property or project as such term 
is used in this paragraph may include the land, the proposed physical improve- 
ments, utilities within the boundaries of the property or project, architect’s 
fees, taxes, and interest accruing during construction, and other miscellaneous 
charges incident to construction and approved by the Commissioner) ; and 

(3) not to exceed $8,100 per family unit (or $7,200 per family unit if the 
number of rooms in such property or project does not equal or exceed [four 
and one-half per family unit] four per family unit) for such part of such 
property or project as may be attributable to dwelling use. 

The mortgage shall provide for complete amortization by periodic payments 
within such term as the Commissioner shall prescribe, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 4% per centum per 
annum on the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged 
property from the lien of the mortgage upon such terms and conditions as he 
may prescribe and the mortgage may provide for such release. No mortgage 
shall be accepted for insurance under this section or section 210 unless the Com- 
missioner finds that the property or project, with respect to which the mortgage is 
executed, is economically sound. Such property or project may include such 
commercial and community facilities as the Commissioner deems adequate to 
serve the occupants. 

* * * * * * * 


(i) Debentures issued under this section shall be executed in the name of the 
Housing Insurance Fund as obligor, shall be signed by the Commissioner, by 
either his written or engraved signature, shall be negotiable, and shall be dated 
as of the date of default as determined in subsection (g) of this section and 
shall bear interest from such date. They shall bear interest at a rate deter- 
mined by the Commissioner, with the approval of the Secretary of the Treasury, 
at the time the mortgage was insured, but not to exceed 3 per centum per annum 
payable semiannually on the Ist day of January and the Ist day of July of each 
year, [and shall mature three years after the Ist day of July following the 
maturity date of the mortgage in exchange for which the debentures were issued] 
and shall mature twenty years after the date thereof. * * * 


* * * * * * * 


LABOR STANDARDS 


Sec. 212. (a) The Commissioner shall not insure under section 207 or section 
210 of this title, or under section 608 of title VI, pursuant to any application for 
insurance filed subsequent to the effective date of this section, or under section 
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213 of this title, or under title VII pursuant to any application filed subsequent 
to sixty days afte r the date of enactment of the Housing Act of 1950, Lor under 
title VIII, a mortgage or investment] or under title VIII, or under seciion 908 
of title 1X, a mortgage or investment which covers property on which there is or 
is to be located a dwelling or dwellings, or a housing project, the construction of 
which was or is to be commenced subsequent to such date, unless the principal 
contractor files a certificate or certificates (at such times, in course of construction 
or otherwise, as the Commissioner may prescribe) certifving that the laborers 
and mechanics employed in the construction of the dwelling or dwellings or the 
housing project involved have been paid not less than the wages prevailing in 
the locality in which the work was performed for the corresponding classes of 
laborers and mechanics emploved on construction of a similar character, as 
determined by the Secretary of Labor prior to the beginning of construction and 
after the date of the filing of the application for insurance. 

* * * a *k sk 


Sec. 214. If the Federal Housing Commissioner finds that, because of higher 
costs prevailing in the Territory of Alaska, it is not feasible to construct dwellings 
on property located in Alaska without sacrifice of sound standards 
design, or livability, within the limitations as to maximum mor 
provided in this Act, the Commissioner may, by regulations or 
scribe, with respect to dollar amount, a higher maximum for the 
tion of mortgages insured under this Act covering property located in 
such amounts as he shall find necessary to compensate for such high 
not to exceed, in any event, the maximum otherwise 
{one-third} one-half thereof. * * * 
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ISSUANCE OF COMMITMENTS 


Sec. 215. The Commissioner is hereby authorized to process app lications and 
issue commitments with respect to insurance of mortgages under section 8 of title 
I, title II, title VI, [or title VIII] title VIII, or title 1X of this Act, even though 
the permanent mortgage financing may not be insured under this Act, and in the 
event the mortgage is not so insured the Commissioner is authorized to charge an 
additional application fee determined by him to be reasonable. The Commis- 
sioner is authorized to make such rules and regulations as may be necessary to 
carry out the provisions of this section. 


WAIVER OF OCCUPANCY REQUIREMENTS FOR SERVICEMEN 


Sec. 216. The Commissioner is hereby authorized to insure any morigage otherwise 
eligible for insurance under any of the provisions of this Act without rega 
requirement that the mortgagor be the oce upant of the property at the time of insurance, 
where the Commissioner is satisfied that the inability of the mortgagor to oct upy the 
property is by reason of his entry into military service subsequent to the filing of an 
application for insurance and the mortgagor expresses an intent to occupy the property 
upon his discharge from military service. 


“d to any 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 


Sec. 217. Notwithstanding limitations contained in any other section of this Act 
on the aggregate amount of principal obligations of mortgages which may be insured 
under any title of this Act, such aggregate amount shall, with respect to any title of this 
Act (except title VI) be prescribed by the President, taking into consideration the needs 
of national defense and the effect of additional mortgage insurance authorizations upon 
conditions in the building industry and upon the national economy: Provided, That 
the aggregate dollar amount of the mortgage insurance authorization prescribed by the 
President with respect to title IX of this Act plus the aggregate dollar amount of all 
increases in mortgage insurance authorizations under other titles of this Act prescribed 
by the President pursuant to authority contained in this section shall not exceed 
$1,500,000,000 and shall be available only for mortgage insurance with respect to 
housing in critical defense housing areas. 
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TITLE III—FEDERAL NATIONAL MORTGAGE ASSOCIATION 
CREATION AND POWERS OF THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 301. (a) The Commissioner is further authorized and empowered to pro- 
vide for the establishment of a Federal National Mortgage Association (herein- 
after referred to as the “Association”’) which shall be authorized, subject to such 
rules and regulations as may be prescribed by the Association— 

(1) to purchase, service, or sell any mortgages, which are insured after 
April 30, 1948, under title IT, title VI, or title VIII, [or section 8 of title I of] 
section 8 of title I, or title IX of this Act, or guaranteed after April 30, 1948, 
under section 501, or section 502, or section 505 (a) of the Servicemen’s 
Readjustment Act of 1944, as amended: Provided, That no deposit or fee 
required or charged by the Association for the purchase of a mortgage here- 
under shall exceed 1 per centum of the original principal obligation of such 
mortgage: And provided further, That— 

(A) no mortgage shall be offered to the Association for purchase by, or if it 
covers property held by, Federal, State, or municipal instrumentalities; 

(B) no mortgage may be purchased for an amount exceeding the unpaid 
principal balance thereof, plus accrued interest, at the time of purchase; 

(C) no mortgage shall be offered to the Association for purchase if the 
original principal obligation of the loan exceeds or exceeded $10,000 for each 
family residence or dwelling unit covered by the mortgage or other lien secur- 
ing the loan; 

(D) no mortgage shall be offered to the Association for purchase unless 
offered by the original mortgagee prior to any other sale thereof; 

(E) no mortgage shall be offered to the Association for purchase by any 
one mortgagee (1) unless such mortgage is secured by property used, or 
designed to be used, for residential purposes and (2) if the unpaid principal 
balance thereof, when added to the aggregate amount paid for all mortgages 
purchased by the Association from such mortgagee pursuant to authority 
contained herein, exceeds 50 per centum of the original principal amount of 
all mortgages made by such mortgagee which, except for this subparagraph 
(£), meet the requirements of this section: Provided, That this clause (2) 
shall not apply to (nor shall any terms therein include) any mortgage which 
is (i) guaranteed after October 25, 1949, under section 501, or guaranteed after 
the effective date of the Housing Act of 1950 under section 502 of the Service- 
men’s Readjustment Act of 1944, as amended, and made for the construction 
or purchase ef a family dwelling or dwellings in an original principal amount 
or amounts which does not exceed $10,000 per dwelling unit, or (ii) insured 
under section 803 of this Act; and 

(F) no loan guaranteed under section 501 or section 502 of the Servicemen’s 
Readjustment Act of 1944, as amended, which is made to finance all or part 
of the purchase price or construction cost of a dwelling, shall be purchased 
by the Association (except pursuant to a commitment made or issued prior 
to the effective date of this paragraph) unless the Administrator of Veterans’ 
Affairs certifies that such dwelling conforms with minimum construction 
requirements prescribed by him: Provided, That this clause (4) shall become 
effective ninety days after the date of enactment of the Housing Act of 1950. 

(G) The Association after the effective date of this subparagraph may 
contract to purchase only those eligible mortgages which are guaranteed 
or insured at the time of the contract. 

(2) to borrow money for any of the foregoing purposes through the issuance 
of notes or other such obligations as hereinafter provided. 


* * * * * * * 
TITLE VI—WAR HOUSING INSURANCE 
* * * * * * * 


Sec. 608, * * * 

(g) The Commissioner shall also have power to insure under [this title or 
title IL] this title, title I, title II, title VIII, or title IX any mortgage executed in 
connection with the sale by him of any property acquired under [this title or 
title Il] any of such titles without regard to [the] limitations upon eligibility, 
time, or aggregate amount contained therein[[, and to insure under this title any 
mortgage executed in connection with the sale by him of any property acquired 
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under this title without regard to any limit as to time or aggregate amount 
contained in this title]. 


* * ~ * * * * 
TITLE VII—INSURANCE FOR INVESTMENTS IN RENTAL HOUSING 
FOR FAMILIES OF MODERATE INCOME 


* * * * * * * 


ELIGIBILITY 


Sec. 702. (a) To be eligible for insurance under this title, a project 
the following conditions: 

(1) The Commissioner shall be satisfied that there is, in the locality of metro- 
politan area of such project, a need for new rental dwe llings at rents comparable 
to the rents proposed to be charged for the dwellings in such project 

(2) Such project shall be economically sound, and the dwellings in ‘such project 
shall be acceptable to the Commissioner as to quality, design, size, and type. 

(b) Any insurance contract executed by the Commissioner under this title 
shall be conclusive evidence of the eligibility of the project and the investor for 
such insurance, and the validity of any insurance contract so executed shall be 
incontestable in the hands of an investor from the date of the execution of such 
contract, except for fraud or misrepresentation on the part of such investor. 

(c) After completion of the project the investor must establish in a manner satis- 
factory to the Commissioner that the project is free and clear of liens and that there are 
no other outstanding unpaid obligations contracted in connection with the construction 
of the project, except taxes and such other liens and obligations as may be approved 
or prescribed by the Commissioner. Debentures issued by the investor which are 
payable out of net income from the project and from the benefits of the insurance 


contract shall not be construed as ‘‘unpaid obligations” as such term is used in this 
subsection. 


shall meet 


* * * * * * * 


PAYMENT OF CLAIMS 


Sec. 707. If in any operating year the net income of a project insured under 

this title is less than the aggregate of the minimum annual amortization charge 
and the insured annual return, the Commissioner, upon submission by the investor 
of a claim for the payment of the amount of the difference between such net 
income and the aggregate of the minimum annual amortization charge and the 
insured annual return and after proof of the validity of such claim, shall pay to 
the investor, in cash from the Housing Investment Insurance F und, the amount 
of such difference, as determined by the Commissioner, but not exce eding, in any 
event, an amount equal to the aggregate of the minimum annual amortization 
charge and the insured annual return. Nothing contained in this title or any other 
provision of law shall be construed as preventing or restricting an investor from assign- 
ing, pledging, or otherwise transferring or disposing of, subject to rules and regulations 
of the Commissioner, any or all rights, claims, or other benefits under any insurance 
contract made pursuant to this title to an assignee, pledgee, or other transferee, includ- 
ing the holders (or the trustee for such holders) of any debentures issued by the investor 
in connection with the project to which such insurance contract relates, and the Com- 
missioner is authorized to pay claims or issue debentures in accordance with the pro- 
visions of this section and section 708 of this title to any such assignee, pledgee, or 
other transferee. 


* « * * * * * 


DEFINITIONS 


Sec. 713. The following terms shall have the meanings, respectively 
to them below, and, unless the context clearly indicates 
the plural as well as the singular number: 


* * « * * » 


, ascribed 
otherwise, shall include 


* 

(n) ‘Minimum annual return” for any operating year shall mean an amount 
equal to 3% per centum of the outstanding investment for such operating year 
or such lesser amount as shall be agreed upon by the investor and the Commissioner. 

(o) “Excess earnings’’ for any operating year shall mean the net income derived 
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from a project in excess of the minimum annual amortization charge and the 
minimum annual return and income taxes. 


* * * * * . « 
TITLE VIII—MILITARY HOUSING INSURANCE 
* * * * a * * 


Srec. 803. (a) In order to assist in relieving the acute shortage of housing 
which now exists at or in areas adjacent to military installations because of un- 
certainty as to the permanency of such installations and to increase the supply 
of rental housing accommodations available to military and civilian personnel 
at such installations, the Commissioner is authorized, upon application of the 
mortgagee, to insure mortgages (including advances on such mortgages during 
construction) which are eligible for insurance as hereinafter provided, and, upon 
such terms as the Commissioner may prescribe, to make commitments for so 
insuring such mortgages prior to the date of their execution or disbursement 
thereon: Provided, That the aggregate amount of principal obligations of all 
mortgages insured under this title shall not exceed $500,000,000 except that with 
the approval of the President such aggregate amount may be increased to not to 
exceed $1,000,000,000: And provided further, That no mortgage shall be insured 
under this title after [July 1, 1951] July 1, 1953, except (A) pursuant to a commit- 
ment to insure issued on or before such date, or (B) a mortgage given to refinance 
an existing mortgage insured under this title and which does not exceed the 
original principal amount and unexpired term of such existing mortgage. 

(b) To be eligible for insurance under this title a mortgage shall meet the 
following conditions: 

* * * * * * 
(3) The mortgage shall involve a principal obligation in an amount— 
(A) not to exceed $5,000,000; and 
(B) not to exceed 90 per centum of the amount which the Commis- 
sioner estimates will be the replacement cost of the property or project 
when the proposed improvements are completed; and 
(C) not to exceed an average of $8,100 per family unit for such part 
of such property or project as may be attributable to dwelling use, 
except that where the Secretary of Defense or his designee in exceptional 
cases certifies and the Commissioner concurs in such certification that the 
needs would be better served by single-family detached dwelling units 
the mortgage may involve a principal obligation not to exceed $9,000 
per family unit for such part of such property as may be attributable 
to such dwelling units: Provided, That the Commissioner may by regulation 
increase the $8,100 limitation by not exceeding $900 in any geographical 
area where he finds that cost levels so require. 
* * * * * * * 


(d) * * * Jf, during the time the mortgage is insured and before the 
mortgagee has received the benefits of the insurance, the United States ac- 
quires, or commences eminent domain proceedings to acquire, all or a substan- 
tial part (as defined by the Commissioner) of the mortgaged property for the 
use of the National Military Establishment or the Atomic Energy Commission, 
the mortgagee may, at its election, within such time and in accordance with 
such regulations as the Commissioner may prescribe, receive the benefits of 
the insurance as provided in this subsection, notwithstanding the fact that 
the mortgage may not be in default. 


* * * * * * * 


Sec. 810. A mortgage which meets all of the eligibility requirements of this title 
except those specified in section 803 (b) (2) and which is secured by property de- 
signed for rent for residential use by personnel of the Atomic Energy Commission 
(including military personnel and Government contractors’ employees) employed 
or assigned to duty at the Atomic Energy Commission installation at or in the area 
in which such property is constructed shall be eligible for insurance under this litle 
if the Atomic Energy Commission or its designee shall have certified to the Com- 
missioner that the housing with respect to which the mortgage is made is necessary 
to provide adequate housing for such personnel, that such installation is deemed to 
be a permanent part of the Atomic Energy Commission establishment, and that 
there is no present intention to substantially curtail activities at such installation. 
Notwithstanding the provisions of any other law, preference or priority of oppor- 
tunity in the occupancy of the mortgaged property for such personnel and their 
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immediate families shall be provided under such regulations and procedures as 
may be prescribed by the Commissioner. To effectuate the purpose of this title 
the Atomic Energy Commission or its designee is authorized to exercise all the 
authority granted to the Secretary of Defense or the Secretary of the Army, Navy, 
or Air Force pursuant to this title. Nothing herein contained shall impair the 
powers vested in the Atomic Energy Commission by the Atomic Energy Act of 
1946. 


TITLE IX—NATIONAL DEFENSE HOUSING INSURANCE 


Sec. 901. As used in this title, the terms ‘‘mortgage’’, ‘‘first mortgage’, ‘‘mortgagee’’, 
“‘mortgagor’’, ‘‘maturity date’, and ‘‘State’’ shall have the same meaning as in section 
201 of this Act. 

Sec. 902. There is hereby created a National Defense Housing Insurance Fund 
which shall be used by the Commissioner as a revolving fund for carrying out the pro- 
visions of this title, and mortgages insured under this title shall be known and referred 
to as ‘‘national defense housing insured morigages’’. The Commissioner is hereby 
authorized and directed to transfer to such fund the sum of $10,000,000 from the War 
Housing Insurance Fund established pursuant to the provisions of section 602 of this 
Act. General expenses of operation of the Federal Housing Administration under 
this title may be charged to the National Defense Housing Insurance Fund. 

Sec. 903. (a) This title is designed to supplement systems of mortgage insurance 
under other provisions of the National Housing Act in order to assist in providing 
adequate housing in areas which the President, pursuant to section 101 of the Defense 
Housing and Community Facilities and Services Act of 1951, shall have determined 
to be critical defense housing areas. The Commissioner is authorized, upon applica- 
tion by the mortgagee, to insure under this section or section 908 as hereinafter provided 
any mortgage which is eligible for insurance as hereinafter provided and upon such 
terms as the Commissioner may prescribe to make commitments for the insuring of 
such mortgages prior to the date of their execution or disbursement thereon: Provided, 
That the property covered by the mortgage is in an area which the President, pursuant 
to section 101 of the Defense Housing and Community Facilities and Services Act 
of 1951, shall have determined to be a critical defense housing area, and that the total 
number of dwelling units in properties covered by morigages insured under this title in 
any such area does not exceed the number authorized by the Housing and Home 
Finance Administrator from time to time as needed in such area for defense purposes 
and to be insured pursuant to this title: Provided further, That the aggregate amount 
of principal obligations of all mortgages insured under this title shall not exceed such 
sum as may be authorized by the President from time to time for the purposes of this 
title pursuant to his authority under section 217 hereof: Provided further, That the 
Commissioner shall have power to require properties covered by mortgages insured 
under this title to be held for rental for such periods of time and at such rentals or 
other charges as he may prescribe; and, with respect to such properties being held for 
rental, (1) to require that the property be held by a mortgagor approved by him, and 
(2) to prescribe such requirements as he deems to be reasonable governing the method 
of operation and prohibiting or restricting sales of such properties or interests therein 
or agreements relating to such sales: And provided further, That no mortgage shall be 
insured under this title unless the mortgagor certifies under oath that in selecting 
tenants for any property covered by the mortgage he will not discriminate against any 


family by reason of the fact that there are children in the family, and that he will not 


sell the property while the insurance is in effect unless the purchaser so certifies, such 
certification to be filed with the Commissioner. Violation of any such certification 
shall be a misdemeanor punishable by a fine of not to exceed $500. 

(b) To be eligible for insurance under this section a mortgage shall— 

(1) have been made to, and be held by, a mortgagee approved by the Commis- 
sioner as responsible and able to service the mortgage properly; 

(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed 90 per centum of the appraised value (as of the date the 
mortgage is accepted for insurance) of a property, urban, suburban, or rural, 
upon which there is located a dwelling designed principally for residential use 
for not more than two families in the aggregate, which 1s approved for mortgage 
insurance prior to the beginning of construction, the construction of which is 
begun after the date of enactment of this title. The principal obligation of such 
mortgage shall not, however, exceed $8,100 if such dwelling is designed for a single- 
family residence, or $15,000 if such dwelling is designed for a two-family 
residence except that the Commissioner may by regulation increase these amounts 
to not to exceed $9,000 and $16,000, respectively, in any geographical area 
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where he finds that cost levels so require: Provided, That if the Commissioner 
finds that it is not feasible within the aforesaid dollar amount limitations to 
construct dwellings containing three er four bedrooms per family unit without 
sacrifice of sound standards of construction, design, and livability, he may 
increase such dollar amount limitations by not exceeding $1,080 for each addi- 
tional bedroom (as defined by the Commissioner) in excess of two contained 
in such family unit tf he finds that such unit meets sound standards of livability 
as a three-bedroom or a feur-bedroom unit, as the case may be; 

(3) have a maturity satisfactory to the Commissioner but not to exceed twenty- 
five years from the date of the insurance of the mortgage; 

(4) contain complete amortization provisions satisfactory to the Commissioner; 

(5) bear interest (exclusive of premium charges for insurance) at not to exceed 
4% per centum per annum on the amount of the principal obligation outstanding 
at any time; 

(6) provide, in a manner satisfactory to the Commissioner, for the application 
of the mortgagor’s periodic payments (exclusive of the amount allocated to interest 
and to the premium charge which is required for mortgage insurance as herein 
provided) to amortization of the principal of the mortgage; and 

(7) contain such terms and provisions with respect to insurance, repairs, alter- 
ations, payment of taxes, default reserves, delinquency charges, foreclosure pro- 
ceedings, anticipation of maturity, additional and secondary liens, and other 
matters as the Commissioner may in his discretion prescribe. 

(c) The Commissioner is authorized to fix a premium charge for the insurance of 
mortgages under this title but in the case of any mortgage such charge shall not be less 
than an amount equivalent to one-half of 1 per centum per annum nor more than an 
amount equivalent to 144 per centum per annum of the amount of the principal obliga- 
tion of the mortgage outstanding at any time, without taking into account delinquent 
payments or prepayments. Such premium charges shall be payable by the mortgagee, 
either in cash cr in debentures issued by the Commissioner under this title at par plus 
accrued interest, in such manner as may be prescribed by the Commissioner: Provided, 
That the Commissioner may require the payment of one or more such premium charges 
at the time the mortgage is insured, at such discount rate as he may prescribe not in 
excess of the interest rate specified in the mortgage. If the Commissioner finds upon 
the presentation of a mortgage for insurance and the tender of the initial premium 
charge or charges so required that the mortgage complies with the provisions of this 
title, such mortgage may be accepted for insurance by endorsement or otherwise as the 
Commissioner may prescribe; but no mortgage shall be accepted for insurance under 
this title unless the Commissioner finds that the project with respect to which the mort- 
gage is executed is an acceptable risk in view of the needs of national defense. In the 
event that the principal obligation of any mortgage accepted for insurance under this 
title is paid in full prior to the maturity date, the Commissioner is further authorized 
in his discretion to require the payment by the mortgagee of an adjusted premium 
charge in such amount as the Commissioner determines to be equitable, but not in 
excess of the aggregate amount of the premium charges that the mortgagee would other- 
wise have been required to pay if the mortgage had continued to be insured under this 
title until such maturity date; and in the event that the principal obligation is paid in 
full as herein set forth the Commissioner is authorized to refund to the mortgagee for 
the account of the mortgagor all, or such portion as he shall determine to be equitable, 
of the current unearned premium charges theretofore paid. 

(d) Notwithstanding any other provisions of this or any other Act, except provisions 
of law enacted hereafter expressly referring to this paragraph (d), the Commissioner, 
with the approval of the Housing and Home Finance Administrator, is further 
authorized to prescribe such procedures as are necessary to secure to persons engaged 
or to be engaged in national defense activities preference or priority of opportunity to 
purchase or rent properties, or interests therein, covered by mortgages insured under 
this title. 

(e) With respect to any mortgage insured under this section, the mortgagor shall 
agree (i) to certify under oath, upon completion of the physical improvements on the 
mortgaged property or project, and prior. to final endorsement of the mortgage, the 
amount of the actual net cost of the said improvements exclusive of off-site public 
utilities and streets and organization and legal expenses, and (ii) to require each con- 
tractor, subcontractor, and architect to certify through the mortgagor the amount of 
such cost attributable to him, and (iii) to pay, within sixty days after such certification, 
to the mortgagee, for application to the reduction of the principal obligation of such 
mortgage, the amount by which the principal obligation of the mortgage exceeds 90 
per centum of such certified cost. As used in this section ‘‘actual net cost’’ shall be 
defined by the Administrator to exclude any kick-backs or rebates (excluding normal 
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trade discounts) received in connection with the construction of the said physical 
improvements, and to include only the actual moneys paid for architectural and 
engineering services. 

(f) Any contract of insurance heretofore or hereafter executed by the Commissioner 
under this title shall be conclusive evidence of the eligibility of the mortgage for insur- 
ance, and the validity of any contract of insurance so executed shall be incontestable in 
the hands of an approved mortgagee from the date of the execution of such contract, 
except for fraud or misrepresentation on the part of such approved morigagee. 

Sec. 904. (a) In any case in which the mortgagee under a mortgage insured under 
section 908 shall have foreclosed and taken possession of the mortgaged property, in 
accordance with requlations of, and within a period to be determined by, the Commis- 
sioner, or shall, with the consent of the Commissioner, have otherwise acquired such 
property from the mortgagor after default, the mortgagee shall be entitled to receive the 
benefit of the insurance as hereinafter provided, wpon (1) the prompt conveyance to the 
Commissioner of title to the property which meets the requirements of rules and requ- 
lations of the Commissioner in force at the time the mortgag ewas insured, and which is 
evidenced in the manner prescribed by such rules and regulations; and (2) the assign- 
ment to him of all claims of the mortgagee against the mortgagor or others, arising out 
of the mortgage transaction or foreclosure proceedings, except such claims as may have 
been released with the consent of the Commissioner. Upon such conveyance and as- 
signment the obligation of the mortgagee to pay the premium charges for insurance 
shali cease and the Commissioner shall, subject to the cash adjustment hereinafter 
provided, issue to the mortgagee debentures having a total face value equal to the value 
of the mortgage and a certificate of claim, as hereinafter provided. For the purposes 
of this subsection, the value of the mortgage shall be determined, in accordance with 
rules and regulations prescribed by the Commissioner, by adding to the amount of 
the original principal obligation of the mortgage which was unpaid on the date of the 
institution of foreclosure proceedings, or on the date of the acquisition of the property 
after default other than by foreclosure, the amount of all payments which have been 
made by the mortgagee for taxes, ground rents, and water rates, which are liens prior 
to the mortgage, special assessments which are noted on the application for insurance 
or which become liens after the insurance of the mortgage, insurance of the mortgaged 
property, and any mortgage insurance premiums paid after either of such dates and by 
deducting from such total amount any amount received on account of the mortgage after 
either of such dates and any amount received as rent or other income from the property, 
less reasonable expenses incurred in handling the property, after either of such dates: 
Provided, That with respect to mortgages which are foreclosed before there shall have 
been paid on account of the principal obligation of the mortgage a sum equal to 10 per 
centum of the appraised value of the property as of the date the mortgage was accepted 
for insurance, there may be included in the debentures issued by the Commissioner, on 
account of the cost of foreclosure (or of acquiring the property by other means) actually 
paid by the mortgagee and approved by the Commissioner an amount— 

(1) not in excess of 2 per centum of the unpaid principal of the mortgage as 
of the date of the institution of foreclosure proceedings and not in excess of $75; 
or 

(2) not in excess of two-thirds of such cost, whichever is the greater: And pro- 
vided further, That with respect to mortgages to which the provisions of sections 
802 and 306 of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as now or 
hereafter amended, apply and which are insured under section 903, and subject 
to such regulations and conditions as the Commissioner may prescribe, there shall 
be included in the dehentures an amount which the Commissioner finds to be 
sufficient to compensate the mortgagee for any loss which it may have sustained 
on account of interest on debentures and the payment of insurance premiums by 
reason of its having postponed the institution of foreclosure proceedings or the 
acquisition of the property by other means during any part or all of the period of 
such military service and three months thereafter. 

(b) The Commissioner may at any time, under such terms and conditions as he may 
prescribe, consent to the release of the mortgagor from his liability under the mortgage 
or the credit instrument secured thereby, or consent to the release of parts of the mort- 
gaged property from the lien of the mortgage. 

(c) Debentures issued under this title shall be in such form and denominations in 
multiples of $50, shall be subject to such terms and conditions, and shall include such 
provisions for redemption, if any, as may be prescribed by the Commissioner with the 
approval of the Secretary of the Treasury, and may be in coupon or registered form. 
Any difference between the amount of debentures to which the mortgagee is entitled 
under this section or section 908 of this Act and the aggregate face value of the deben- 
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tures issued, not to exceed $50, shall be adjusted by the payment of cash by the Com- 
missioner to the mortgagee from the National Defense Housing Insurance Fund. 

(d) The debentures issued under this section to any mortgagee shall be executed in 
the name of tle National Defense Housing Insurance Fund ae obligor, shall be signed 
by the Commissioner by either his written or engraved signature, and shall be negotiable. 
All such debentures shall be dated as of the date foreclosure proceedings were instituted, 
or the property was otherwise acquired by the mortgagee after default, and shall bear 
interest from such date at a rate determined by the Commissioner, with the approval of 
the Secretary of the Treasury, at the time the mortgage was accepted for insurance, but 
not to exceed 3 per centum per annum, payable semiannually on the 1st day of January 
and the 1st day of July of each year. Such debentures shall mature ten years after the 
date thereof. Such debentures shall be exempt, both as to principal and interest, from 
all taxation (except surtazes, estate, inheritance, or gift taxes) now or hereafter imposed 
by any Territory, dependency, or possession of the United States, or by the District of 
Columbia, or by any State, county, municipality, or local taxing authority, and shall be 
paid out of the National Defense Housing Insurance Fund, which shall be primarily 
liable therefor, and they shall be fully ond unconditionally guaranteed as to principal 
and interest by the United States, and such guaranty shail be expressed on the face of the 
debentures. In the event that the National Defense Housing Insurance Fund fails to 
pay upon demand, when due, the principal of or interest on any debentures issued under 
this title, the Secretary of the Treasury shall pay to the holders the amount thereof which 
is hereby authorized to be appropriated, out of any money in the Treasury not other- 
wise appropriated, and thereupon to the extent of the amount so paid the Secretary of 
the Treasury shall succeed to all the rights of the holders of such debentures. 

(e) The certificate of claim issued by the Commissioner to any mortgagee under this 
section shall be for an amount determined in accordance with, and shall contain pro- 
visions and shall be paid in accordance with, the provisions of section 204 (e) and sec- 
tion 204 (f) of this Act which are applicable to morigages insured under section 207, 
except that the reference in section 204 (f) to “the Housing Insurance Fund’ shall be 
deemed for the purposes of this section to be a reference to the National Defense Housing 
Insurance Fund. 

(f) Notwithstanding any other provision of law relating to the acquisition, handling, 
or disposal of real property by the United States, the Commissioner shall have power 
to deal with, complete, rent, renovate, modernize, insure, make contracts or establish 
suitable agencies for the management of, or sell for cash or credit, in his discretion, any 
properties conveyed to him in exchange for debentures and certificates of claim as pro- 
vided in this section; and, notwithstanding any other provision of law, the Commis- 
sioner shall also have power to pursue to final collection, by way of compromise or 
otherwise, all claims against mortgagors assigned by morigaqees to the Commissioner 
as provided in this title: Provided, That section 3709 of the Revised Statutes shall not 
be construed to apply to any purchase or contract for services or supplies on account 
of such property if the amount thereof does not exceed $1,000. The power to convey 
and to execute in the name of the Commissioner deeds of conveyance, deeds of release, 
assignments, and satisfactions of mortgages, and any other written instrument relating 
to real property or any interest therein heretofore or hereafter acquired by the Com- 
missioner pursuant to the provisions of this Act, may be exercised by the Commissioner 
or by any Assistant Commissioner appointed by him, without the execution of any 
express delegation of power or power of attorney: Provided, That nothing in this sub- 
section shall be construed to prevent the Commissioner from delegating such power by 
order or by power of attorney in his discretion, to any officer, agent, or employee he 
may appoint. 

(gq) No mortgagee or mortgagor shall have, and no certificate of claim shall be con- 
strued to give to any mortgagee or mortgagor, any right or interest in any property 
conveyed to the Commissioner or in any claim assigned to him; nor shall the Commis- 
sioner owe any duty to any mortgagee or morigager with respect to the handling or dis- 
posal of any such property or the collection of any such claim. 

Sec. 905, (a) Moneys in the National Defense Housing Insurance Fund not needed 
for the current eperations of the Federal Housing Administration under this title shall 
be deposited with the Treasurer of the United States to the credit of the National Defense 
Housing Insurance Fund, or invested in bonds or other obligations of, or in bonds or 
other obligations guaranteed as to principal and interest by, the United States. The 
Commissioner may, with the approval of the Secretary of the Treasury, purchase in the 
open market debentures issued under the provisions of this title. Such purchases shall 
be made at a price which will provide on investment yield of not less than the yield ob- 
tainable from other investments authorized by this section. Debentures so purchased 
shall be canceled and not reissued. 

(b) Premium charges, adjusted premium charges, and approisal and other fees, 
received on account of the insurance of any mortgage insured under this litle, the 
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receipts derived from any such mortgage or claim assigned to the Commissioner and 
from any property acquired by the Commissioner, and all earnings on the assets of the 
National Defense Housing Insurance Fund, shall he credited to the National Defense 
Housing Insurance Fund, The principal of and interest paid and to be paid on 
debentures issued in exchange for any mortgage or property insured under this title, 
cash adjustments, and expenses incurred in the handling of such mortgages or property 
and in the foreclosure and collection of mortgages and claims assigned to the Commis- 
sioner under this title, shall be charged to the National Defense Housing Insurance 
Fund. 

Sec. 906. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any State or 
political subdivision thereof, to the same extent, according to its value, as other real 
property is taxed. 

Sec. 907. The Commissioner is authorized and directed to make such rules and 
regulations as may be necessary to carry out the provisions of this title. 

Sec. 908. (a) In addition to mortgages insured under section 903 of this title, 
the Commissioner is authorized to insure mortgages as defined in section 901 of this 
title (including advances on such mortgages during construction) which are eligible 
for insurance as hereinafter provided. 

(6) To be eligible for insurance under this section a mortgage shall meet the follow- 
ing conditions: 

(1) The mortgaged property shall be held by a mortgagor approved by the Com- 
missioner. The Commissioner may, in his discretion, require such mortgagor 
to be regulated or restricted as to rents or sales, charges, capital structure, rate of 
return, and methods of operation. The Commissioner may make such contracts 
with, and acquire for not to exceed $100 stock or interest in any such mortgagor, as 
the Commissioner may deem necessary to render effective such restriction or requlation. 
Such stock or interest shall be paid for out of the National Defense Housing Insurance 
Fund, and shall be redeemed by the mortgagor at par upon the termination of all 
obligations of the Commissioner under the insurance. 

(2) The mortgage shall involve a principal obligation in an amount 

(A) not to exceed $5,000,000; and 

(B) not to exceed 90 per centum of the amount which the Commissioner 
estimates will be the value of the property or project when the proposed improve- 
ments are completed: Provided, That such mortgage shall not in any event 
exceed the amount which the Commissioner estimates will be the cost of the 
completed physical improvements on the property or project exclusive of off-site 
public utilities and streets and organization and legal expenses; and 

(C) not to exceed $8,100 per family unit (or $7,200 per family unit if the 
number of rooms in such property or project does not equal or exceed four per 
family unit) for such part of such property or project as may be attributable to 
dwelling use: Provided, That the Commissioner may by regulation increase such 
dollar amount limitations by not exceeding $900 in any geographical area where 
he finds that cost levels so require. 

(3) The mortgagor shall agree (i) to certify under oath, upon completion of the 
physical improvements on the mortgaged property or project, and prior to final en- 
dorsement of the mortgage, the amount of the actual net cost of the said improvements 
exclusive of off-site public utilities and streets and organization and legal expenses, 
(it) to require each contractor, subcontractor, and architect to certify through the mort- 
gagor the amount of such cost attributable to him, and (iii) to pay, within sixty days 
after such certification, to the mortgagee, for application to the reduction of the prin- 
cipal obligation of such mortgage, the amount by which the principal obligation of the 
mortgage exceeds 90 per centum of such certified cost. As used in this section, ‘actual 
net cost’’ shall be defined by the Administrator to exclude any kick-backs or rebates 
(excluding normal trade discounts) received in connection with the construction of the 
said physical improvements, and to include only the actual moneys paid for arch- 
itectural and engineering services. 

The mortgage shall provide for complete amortization by periodic payments within 
such term as the Commissioner shall prescribe, and shall bear interest (exclusive of 
premium charges for insurance) ‘at not to exceed 4 per centum per annum on the 
amount of the principal obligation outstanding at any time. The Commissioner 
may consent to the release of a part or parts of the mortgaged property from the lien 
of the mortgage upon such terms and conditions as he may prescribe and the mortgage 
may provide for such release. 

(c) The mortgagee shall be entitled to receive debentures in connection with mortgages 
insured under this section in the amount and under the conditions specified in sub- 
section (g) of section 207 of this Act, and the references in said subsection (g) to the 
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cash adjustment provided for in subsection (3) of section 207 and to the certificate of 
claim provided for in subsection (h) of section 207 shall be deemed to refer respectively 
to the cash adjustment provided for in subsection (c) of section 904 of this Act and 
to the certificate of claim provided for in subsection (d) of this section, 

(d) The certificate of claim issued by the Commissioner to any mortgagee under 
this section shall be for an amount determined in accordance with, and shail contain 
provisions and shall be paid in accordance with, the provisions of section 207 (h) 
of this Act, except that the reference in section 207 (h) to “the Housing Insurance Fund” 
shall be deemed for the purposes of this section to be a reference to the National Defense 
Housing Insurance Fund. 

(e) Debentures issued under this section shall be issued in accordance with the 
provisions of section 904 (c) and (d) except that such debentures shall be dated as of 
the date of default as determined in subsection (c) of this section, and shall bear 
interest from such date. 

(f) The provisions of section 207 (k) and section 207 (1) of this Act shall be appli- 
cable to mortgages insured under this section and to property acquired by the Commis- 
sioner hereunder, except that as applied to such mortgages and property (1) all refer- 
ences tn such sections 207 (k) and 207 (1) to the ‘‘Housing Fund” shall be construed to 
refer to the National Defense Housing Insurance Fund, and (2) the reference therein 
to ‘“‘subsection (g)’’ shall be construed to refer to subsection (c) of this section. 


HOUSING ACT OF 1948 
* * * * * * * 


Sec. 102. In order to aid housing production, the Housing and Home Finance 
Administrator is authorized to make loans to and purchase the obligations of 
any business enterprise for the purpose of providing financial assistance [for the 
production of prefabricated houses or prefabricated housing components, or for 
large-scale modernized site construction] for production or distribution oy pre- 
fabricated houses or housing components and for related purposes, or for modernized 
site construction. Such loans or purchases shall be made under such terms 
and conditions and with such maturities as the Administrator may determine 
and may be made either directly or in cooperation with banks or other lending insti- 
tutions through agreements to participate or the purchase of participation or otherwise: 
Provided, That to the extent that the proceeds of such loans or purchases are 
used for the purchase of equipment, plant, or machinery the principal obligation 
shall not exceed 75 per centum of the purchase price of such equipment, plant, 
or machinery: And provided further, That the total amount of commitments 
for loans made and obligations purchased under this section shall not exceed 
$50,000,000 outstanding at any one time, and no financial assistance shall be 
extended under this section unless it is not otherwise available on reasonable terms. 

Sec. 102a. To assure the maintenance of industrial capacity for the production 
of prefabricated houses and housing components so that it may be available for the 
purposes of national defense, the Housing and Home Finance Administrator is 
authorized to make loans to and purchase obligations of any business enterprise or 
jinancial institution for the purpose of providing financial assistance for the produce 
tion or distribution of prefabricated houses or prefabricated housing componenia 
and for related purposes. Such loans may be made upon such terms and conditions 
and with such maturities as the Administrator may determine and may be made 
either directly or in cooperation with banks or other lending institutions through 
agreements to participate or the purchase of participation or otherwise: Provided, 
That the total amount of commitments for loans made and obligations purchased 
under this section shall not exceed $15,000,000 outstanding at any one time, and no 
financial assistance shall be extended under this section unless it is not otherwise 
available on reasonable terms. The Administrator is further authorized to issue to 
the Secretary of the Treasury, and the Secretary of the Treasury is authorized to 
purchase, obligations of the Administrator in an amount outstanding at any one 
time sufficient to enable the Administrator to carry out his functions under this section, 
such obligations to be in substantially the same form, and be issued in the same manner 
and subject to the same conditions, except as to the total amount thereof, as obligations 
issued by the Administrator pursuant to Reorganization Plan 23 of 1950. 

Sec. 102b. In the performance of, and with respect to, the functions, powers, and 
duties vested in him by Reorganization Plan 23 of 1950 and by section 102a hereof, 
the Housing and Home Finance Administrator shall, in addition to any powers, 
functions, privileges, and immunities otherwise vested in him— 

(1) have the powers, functions, privileges, and immunities transferred to him 
by said Reorganization Plan and the same powers, functions, and duties as set 
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forth in section 402 of the Housing Act of 1950, except subsection (c) (2) thereof, 
with respect to loans authorized by title 1V of said Act; 

(2) take any and all actions determined by him to be necessary or desirable in 
making, servicing, compromising, modifying, liquidating, or otherwise dealing 
with or realizing on loans thereunder. 

Sec. 102c. Wherever in this Act the words ‘“‘prefabricated houses’’ are used they 
shall be construed to include houses which are of a mobile or portable character. 
* * * * * * * 


THE ACT ENTITLED ‘‘AN ACT TO EXPEDITE THE PROVISION OF HOUS- 
ING IN CONNECTION WITH NATIONAL DEFENSE, AND FOR OTHER 
PURPOSES”’, APPROVED OCTOBER 14, 1940, AS AMENDED (THE 
LANHAM ACT) 


* * x * * * * 
TITLE V—HOUSING DISPOSITION 
* * * * * * * 

Sec. 611. Notwithstanding any ‘other provision of law, the President is authorized 
to ext nd, for such re riod or pe riods as he shali s spec if? dy the time within which « ny action 
as requ ired or permitted to be taken by the Adm inistrator or others under the provisions 
of this title (or any contract entered into pursuant to this title), upon a determination by 
him, after considering the needs of national defense and the eff t of such extensor on 
the 9 neral housing situation and the nctional econ j, that such extension is in the 


pu blic inte rest, 
FEDERAL RESERVE ACT, AS AMENDED 


* * * * * * * 


Sec. 24. Any national banking association may make real-estate loans secured 
by first liens upon improved real estate, including improved farm land and im- 
proved business and residential properties. A loan secured by real estate within 
the meaning of this section shall be in the form of an obligation or obligations 
secured by a mortgage, trust deed, or other instrument upon real e — which shall 
constitute a first lien on real estate in fee simple or, under such rules and regula- 
tions as may be prescribed by the Comptroller of the Currency, on a leasehold 
(1) under a lease for not less than ninety-nine years which is renewable or (2) 
under a lease having a period of not less than fifty years to run from the date the 
loan is made or acquired by the national banking association, and any national 
banking association may purchase any obligation so secured when a ae 
amount of such obligation is sold to the association. The amount of any such 
loan hereafter made shall not exceed 50 per centum of the appraised value ral the 
real estate offered as security and no such loan shall be made for a longer term 
than five years; except that (1) any such loan may be made in an amount not to 
exceed 60 per centum of the appraised value of the real estate offered as security 
and for a term not longer than ten years if the loan is secured by an amortiz red 
mortgage, deed of trust, or other such instrument under the terms of which the 
installment payments are sufficient to amortize 40 per centum or more of the 
principal of the loan within a period of not more than ten years, and (2) the fore- 
going limitations and restrictions shall not prevent the renewal or extension of 
loans heretofore made and shall not apply to real-estate loans which are insured 
under the provisions of title II, title VI, title VIII, [or section 8 of title 1] section 
8 of title I, or title IX of the National Housing Act or which are insured by the 
Secretary of Agriculture pursuant to title I of the Bankhead-Jones Farm Tenant 
Act. No such association shall make such loans in an aggregate sum in excess 
of the amount of the capital stock of such association paid in and unimpaired 
plus the amount of its unimpaired surplus fund, or in excess of 60 per centum of 
the amount of its time and savings deposits, whichever is the greater. Any such 
association may continue hereafter as heretofore to receive time and savings 
deposits and to pay interest on the same, but the rate of interest which such 
association may pay upon such time deposits or upon savings or other deposits 


shall not exceed the maximum rate authorized by law to be paid upon such 
deposits by St ate banks or trust companies organized under the laws of the State 
in which such association is located. 

* * * x * * * 


Loans made to established industrial or commercial businesses (a) which are in 
whole orin part discounted or purchased or loaned against as security by a Federal 
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Reserve bank under the provisions of section 13b of this Act, (b) for any part of 
which a commitment shall have been made by a Federal Reserve bank under the 
provisions of said section, (c) in the making of which a Federal Reserve bank 

articipates under the provisions of said section, or (d) in which the Reconstruction 

inance Corporation or the Housing and Home Finance Administrator cooperates 
or purchases a participation under the provisions of the Reconstruction Finance 
Corporation Act, as amended, or of section 102 or 102a of the Housing Act of 1948, 


as amended, shall not be subject to the restrictions or limitations of this section 
upon loans secured by real estate. 


FEDERAL HOME LOAN BANK ACT, AS AMENDED 


* * * * * * * 

Sec. 10. (a) Each Federal Home Loan Bank is authorized to make advances 
to its members, upon the security of home mortgages, or obligations of the United 
States, or obligations fully guaranteed by the United States, subject to such regu- 
lations, restrictions, and limitations as the Board may prescribe. Any such ad- 
vance shall be subject to the following limitations as to amount: 

(1) If secured by a mortgage insured under the provisions of title I, title IT, 
title VI, [or title VIIT] title VI/1I, or title 1X of the National Housing Act, the 
advance may be for an amount not in excess of 90 per centum of the unpaid 
principal of the mortgage loan. 

* * * * * * * 
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APPENDIX 


A. Current EXaMPLeEs OF THE IMPACT oF DEFENSE MOBILIZATION 
ACTIVITIES 


(These examples have been assembled from information obtained 
from the Department of Defense, the Bureau of Employment Security 
of the Department of Labor, the Bureau of the Census of the Depart- 
ment of Commerce, the Housing and Home Finance Agency, and from 
news reports. The examples are cited only for the purpose of showing 
the types and extent of the defense impact in various sections of the 
country, and are not intended to indicate the areas where such impact 
is most acute or to be a definitive or inclusive list.) 


MOBILE, ALA. 


Increasing Government and shipbuilding employment. Aircraft, paper, 
foundry employment picking up. Defense plant expansion, with tax amortiza- 
tion, under way for production of Diesel and freight cars, paper and pulp, iron ores 
and steel, cement, and other products, principally by Tennessee Coal, [ron & 
Railroad Co., Gulf, Mobile & Ohio Railway Co., Ideal Cement Co., ar 
worth & Whitney Co. Total cost more than $90,000,000. 
ment Security reports in-migration in significant volume. 


1 Hollings- 


Bureau of Employ- 


TUCSON, ARIZ. 


Grand Central Aircraft Co. recipient of contract for overhauling of B-29 
bombers calling for expenditure of more than $19,000,000. Plant expansion at 
Hughes Aircraft Co., costing $7,000,000, under way for confidential defense pro- 
duction. Estimated 1,500 workers to be employed. School board foresees this 
plant creating necessity for school facilities for 1,000 additional children. 


CAMDEN, ARK. 


Expansion of naval ammunition depot will require about 10,000 construction 
workers and 4,000 to 5,000 workers to operate it. Critical need for more housing. 
Commander of Bureau of Yards and Docks tells Camden citizens that lack of 
housing makes recruitment of workers difficult, that housing is the most pressing 
problem of the $35,000,000 expansion project. 


SAN DIEGO, CALIF. 


Substantial employment gains in aircraft, shipbuilding, and other defense in- 
dustries. Further upsurge expected in spring. Bureau of Employment Security 
reports: Large numbers of in-migrant wives of servicemen seeking employment. 
In-migration has helped meet defense manpower requirements, especially for im- 
portant aircraft industry and naval installations. Out-of-area recruitment may 
necessarily be curtailed by housing shortage which will become progressively 
more severe. Housing stringency has resulted in a unified appeal for aid. Among 
defense establishments are: Consolidated Vultee Aircraft, Rohr Aircraft, Ryan 
Aeronautical, Solar Aircraft, United States Naval Air Station, United States 
Naval Repair Base, Camp Pendleton Marine Base, naval electronics. 


SAN YSIDRO, CALIF. 


Rohr Aircraft, 6 miles from San Ysidro, now employing 3,000 workers, plans 
to double that number. Housing situation now extremely tight throughout area, 
requiring additional housing to avoid delaying production. 
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SAN MIGUEL, CALIF. 


Reactivation of Camp Roberts expects to bring increase of 20,000 in area 
population. Housing critically short. That provided to serve Camp Roberts 
area during World War II removed at end of emergency; so housing provisions 
must be made anew. 

HARTFORD, CONN. 


Intensive defense industry activity. Defense plant expansion, principally 
at United Aircraft Corp. and Hartford Electric & Steel Corp., costing more than 
$25,000,000, with tax amortization aid. United Aircraft ‘‘on all-out war basis,”’ 
according to H. Mansfield Horner, president. Pratt & Whitney, now employing 
20,000, will need 11,000 additional by end of year; has training school for 600 to 
800. United Tool & Die Co. and many other concerns engaged in defense work. 
Bureau of Employment Security reports: Hartford has never had more than a 
moderate labor surplus in past 2 years; has less than 3 percent unemployed since 
September 1950. Labor supply currently very tight. Roughly one-third manu- 
facturing employment in aircraft; another one-third in industrial and office (non- 
electrical) machinery. Aircraft expected to expand further. Housing shortage 
is and will continue to be a deterrent to large-scale in-migration unless alleviated 
by defense housing construction. 


NEWARK, DEL. 


Large industrial expansion under way in Newark area: (1) Chrysler tank plant, 
(2) Du Pont Co. offices, (3) Du Pont Co. research and experimental laboratory. 
Estimated in-migration within next 18 months will increase population from 
present 6,700 to 25,000. Town officials advise only additional housing in sight is 
500-unit apartment project now in plan stage. 


PENSACOLA, FLA, 


Military installations are United States naval air station and its subsidiary, 
Whiting Field, located near Milton, Fla. Newport Industries and St. Regis 
Paper Co. engaged in defense contract work, and 10 to 15 additional firms sup- 
plying manufactured goods to Eglin Field. Housing facilities critically short, 
schools inadequate, with overcrowding and double sessions. Sewage treatment 
facilities badly needed. 

MARIETTA, GA, 


Present population, 20,000. Lockheed Aircraft constructing a plant for the 
manufacture of jet fighter planes. Employment scheduled at 16,000 workers 
(which, in terms of total people, is more than double the present population). 
Other defense activities include: Dobbins Air Force Base, four industrial concerns 
manufacturing machine parts and metal and wood products on defense contracts, 
in addition to Bell bomber plant, now operated by Tumpane Co. for the Govern- 
ment. Also there are the Veterans’ Administration district office and the South 
Atlanta Division of the Corps of Engineers, and other establishments. Reports 
on housing and community facilities show that an increase of defense activity 
paralleling World War II experience necessitates water and sewer extensions, new 
subdivisions and increased housing supply, schools and recreation facility exten- 
sions, and probably increased sewage-disposal facilities. Additional fire station 
and equipment needed. Also construction of access roads to greater Atlanta. 


ROCKFORD, ILL. 


Rockford Ordnance Plant in operation. Sundstrand Machine Tool Corp. 
expanding facilities for aircraft parts with aid of tax amortization. Other metals 
and machinery concerns engaged in defense production. Bureau of Employ- 
ment Security reports: The lack of suitable housing units wag a strong deterrent 
to in-migration as far back as September 1950. Some remodeling has occurred 
but not enough for families; this deficiency has speeded up out-movement of 
in-migrants who are unable to bring their families to the area. Local labor supply 
in area has been tight since March 1950 and is now almost nonexistent. Further 
sizable expansion planned by important metals and machinery industries. 
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SOUTH BEND, IND. 


Transportation equipment industry employment up. Rubber and transporta- 
tion equipment, with aircraft contracts, lead spring gains. South Bend Screw 
Products, Inc., expanding with tax amortization for production of aircraft engine 

arts. Studebaker Corp. working on Army contract. Bureau of Employment 
Security reports: One of Nation’s 10 tightest labor supply areas. * * * 
Women constitute two-thirds of jobless; considerable in-migration needed to 
meet employer requirements. Housing in area continues very tight, with houses 
and apartments and even rooms very scarce. Some employers hesitate to hire 
in-migrant workers for this reason. 


GARY, IND. 


Population increase from 110,000 to 135,000 from 1940 to 1950. Housing 
supply extremely tight. Anticipate $50,000,000 expansion in steel plant capacity 
during present year. New $7,000,000 plant of Budd Co. will employ 1,500 men. 
Armor-plate plant now on stand-by, when reactivated will call for minimum of 
3,500 to 4,000 additional men. National Tube Co. plant, now partially shut down 
while converting to defense production, about to go into full operation. No hous- 
ing exists for influx of workers expected. Some workers now living in storerooms 
outfitted with cots. New housing critically needed. 


BURLINGTON, IOWA 


Towa ordnance plant, for shell and bomb loading, in operation. Employment 
peak in World War II was 9,000. Present employment 1,900 and increasing 
steadily. Housing in Burlington very short, with most ordnance plant employees 
commuting from nearby communities in Iowa and Illinois. Flint Hills Manor 
housing project originally built to serve plant, now fully occupied and not available 
for employee occupancy. Needed employees are being lost due to inadequate 
housing. Many are commuting 100 miles round trip daily. Ninety-five of the 
114 pupils in the 3-room school have parents employed at the ordnance plant and 
the student overflow is handled by using the cafeteria as class space. 


COLORADO SPRINGS, COLO. 


Establishment of Air Defense Command Headquarters bringing in additional 
6,000, rather than earlier estimated 2,000, new employees, and housing reported 
nonexistent for these in-migrants. 


WICHITA, KANS. 


Aircraft factories expanding, chemical plant being opened, new air base being 
established. Army Air Force reported planning to establish base at airport, a 
6,500-man group. Housing probably inadequate to meet this need, because local 
defense plants are still expanding. Other expansions at Beech Aircraft and Cessna 
Aircraft. Sharp rise in aircraft employment is augmented by metals and ma- 
chinery gains. Housing tightens as large-scale in-migration continues. As of 
recent date 1,500 additional in-migrants expected for whom housing was needed. 
Bureau of Employment Security reports: Area has had no more than a moderate 
labor surplus for the past 2 years; has had less than 3 percent unemployed since 
September and considered one of the really tight labor market areas in the 
country. Employment in aircraft, the dominant manufacturing industry, rose 
by nearly a fourth between November and January and over 90 percent from 
January 1950 to January 1951. Bulk of the very substantial expansion demand 
is for this industry, The flow of hundreds of in-migrant job seekers is creating a 
housing shortage. The slack has been taken up and the situation is tightening 
rapidly. New housing construction has not kept pace with in-migration during 
the mid-winter months. Situation may become critical unless construction 
increases soon, 

OWENSBORO, KY. 


Facilities of Green River Steel Co. being expanded at cost of $8,000,000 for 
carbon steels production, and General Electric Co. greatly expanding facilities for 
manufacture of electronic tubes, both with tax amortization assistance. Green 
River plant expects 800 employees. 
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NEW ORLEANS, LA. 


Defense plant. expansion, with tax amortization aid, costing more than $87,- 
000,000, largest project being that of Kaiser Aluminum & Chemical Corp., 
$70,000,000. Chrysler Corp., Michaud Corp., and many others working on de- 
fense contracts. Main employment gains are in chemicals, garment industry, 
ship repairing and shipbuilding, as well as construction. Bureau of Employment 
Security reports sizeable labor demands. 


BATH, MAINE 


Large increase in employment expected at Bath Iron Works and Hyde Windlass 
Co. in shipbuilding and appurtenances, and a shortage of schools and homes is 
anticipated during the coming year. Further, Brunswick Naval Air Base, a few 
miles from Bath, will be reactivated as jet plane base, with construction work on 
buildings and runways to start about April 1. This will involve a large influx of 
workers and military personnel. 


BALTIMORE, MD. 


Defense employment up in area, notably in aircraft. Most other manufacturing 
industries gein. Aircraft expected to lead widespread further increases, according 
to Bureau of Employment Security. Expansion of following plants going forward 
with tax amortization aid for defense production: Diecraft, for production of 
radar equipment; General Refractories Co., for brick; Harbison-Walker Refrac- 
tories Co., for brick; Glenn L. Martin, for aircraft, guided missiles, special weapons; 
Rheem Manufacturing Co., for aircraft parts; and Bethlehem Steel Co., for coke, 
pig iron, steel ingots. 

Total such expansion in excess of $60,000,000. In the Middle River area, an 
estimated 3,000 additional in-migrant workers expected at Glenn L. Martin. 


NEW BEDFORD, MASS. 


Sizeable increases in employment in textiles, machinery. Electrical machinery 
industry recalling workers, adding new. Large proportion of area workers on 
46- or 48-hour schedule, according to Bureau of Employment Security. 


FLINT, MICH. 


Bureau of Employment Security reports: Housing has tightened considerably 
as defense activities have increased; rental units in very short supply. In-migra- 
tion significant factor in labor supply—has continued for long period. New 
$65,000,000 defense contract. Auto and automotive equipment demands chief 
incentive for in-migration. Announced by one auto firm—to build tank trans- 
missions—requiring 5,000 to 6,000 workers. More in-migration will undoubtedly 
result. 

MINNEAPOLIS, MINN. 


Twin Cities Arsenal reactivated. Defense plants of General Mills, Minnea- 
polis-Honeywell Regulator Co., and Upper Mississippi Towing Co. expanding, 
with tax amortization aid, for production of barges and aircraft parts, equipment, 
and supplies. Heavy recruitment under way. 


PASCAGOULA, MISS. 


Rapid expansion of shipbuilding and other activities in Pascagoula and nearby 
Moss Point, Miss., with increasing numbers of new workers being brought in, 
has already posed a serious housing problem in these communities, which promises 
to grow acute in the months to come. The Ingalls Shipbuilding Corp. is launch- 
ing work on a $40,000,000 Maritime Commission contract to continue over 2 
years, resulting in a peak employment of 2,500 in early 1952, and the company 
has other contracts pending which will mean additional workload. The Inter- 
national Paper Co. at Moss Point has reached a peak on a multi-million-dollar 
expansion which will almost double the mill’s output with resulting increased 
employment. In addition, an unnamed new important manufacturing plant is 
scheduled to be built at Moss Point. Tuna, Inc., is also moving ahead with 
plans for 5 new clippers, and possibly 10, at Moss Point. 
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ST. LOUIS, MO. 


Sizeable employment gains in most manufacturing industries. Chevrolet shell 
plant and St. Louis core plant working on Army contracts. Nordberg Manufac- 
turing Co. expanding facilities for production of aircraft engines, with aid of tax 
amortization. 


GREAT FALLS, MONT. 


Army Transportation Corps has decided to make permanent the trucking of 
supplies to Alaska from Great Falls due to its economy as compared with rail- 
water costs. Housing inadequate, with 245 lacking facilities at recent count. 
Thirty-nine families brought in from Oregon in the spring of 1950 living in trailers 
unsuited to subzero weather. 


GRAND ISLAND, NEBR. 


Cornhusker ordnance plant staff to be increased from 400 to 600-700. Housing 
acutely short since World War II workers largely remained after the war, shifting 
to peacetime pursuits. New hiring will be largely from out of town, and addi- 
tional housing needed. 


PORTSMOUTH, N. H. 


Expanded activity at Portsmouth Naval Base has brought large-scale defense 
worker in-migration. Housing needed for estimated 3,500 additional expected 
in-migrant workers. 

PATERSON, N. J. 


Worker shortages in textiles, apparel, aircraft, metalworking industries. Out- 
of-area recruitment. Employment in excess of 95 percent of laborforce. Bureau 
of Employment Security reports: Further significant expansion in manufacturing 
employment expected, about half of which will be in aircraft. Recent aircraft 
gains possible only through extensive recruitment of workers from outside area. 


UTICA-ROME, N. Y. 


Employment in textiles, metals, machinery spurred by defense needs. Signifi- 
cant advances expected largely in metals and radios. Bureau of Employment 
Security reports: Despite current and foreseeable general adequacy of labor 
supply to meet demand there is shortage of certain skilled and technical workers 
(electrical and radio engineers, mechanical draftsmen, radio repairmen, metal- 
working and machine-shop craftsmen). Chief demand at military installations, 
metal and electrical machinery plants. Lack of adequate housing may impede 
further recruiting of workers from out of town to fill these jobs. 


WILMINGTON, N. C. 


Defense installations affecting this area are Camp Lejeune, Coast Guard unit, 
and the North Carolina Shipbuilding Co. The shipbuilding company, which is 
now virtually closed, employed about 21,000 men and is expected to be reactivated. 
It has also been reported that the Maritime Commission is planning to construct 
a drydock in this area. School enrollment increased nearly 50 percent since 1940 
and, with influx due to ernfarged defense activities, is now increasing at the rate 
of 250 pupils a month. There are 29 schoolrooms under construction, but even 
after they are completed, there will still be a shortage of 24 rooms. Need for 
soldiers’ recreational facilities is also being felt. Substantial influx occasioned by 
increased activity at Camp Lejeune and the reactivation of the shipbuilding 
industry will find the city little better to provide the necessary housing and 
services than it was in 1940. 

CLEVELAND, OHIO 


With the Cleveland tank plant in operation and many defense contracts in the 
area, Cleveland employment is at peacetime peak, with more than 95 percent of 
local labor force employed. Defense plant expansion totaling about $156,000,000 
going forward with tax amortization assistance in 15 establishments, largest of 
which are: Chesapeake & Ohio Railway Co., for flat cars and Diesels; Jones & 
Laughlin Steel Corp., for steel ingots, and other steel products; Republic Steel 
Corp., for steel ingots, pig iron and coke; and Thompson Products. Inc., for air- 
craft engine parts. 
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Bureau of Employment Security reports: Shortage of low-cost rental housing 
expected to limit recruitment outside area. * * * New rental units in area 
in 1950 lagged behind volume in 1949. According to Bureau of Labor Statistics, 
new rental units in first 11 months of 1950 totaled 1,540, compared with 2,470 in 
same period of 1949. * * * Jn-migration during past few months has aug- 
mented labor supply. * * * In the Cleveland-Northeast, Ohio, area, it is 
reported that 128 industrial concerns are planning plant construction or expansion 
totaling more than $900,000,000, nearly all to be used for defense. The estimated 
labor requirements for the presently planned defense activity in the area is 
735,200 workers, against a present labor supply of 691,800, meaning an estimated 
43,400 workers must be added, most of them to be brought into the area. Local 
estimates up to 20,000 units of housing needed for in-migrants. This is on top 
of an estimated need of 7,200 additional dwelling units to take care of normal 
expansion of population. 

CINCINNATI, OHIO 


Mayor Albert D. Cash of Cincinnati, Ohio, in a recent statement about the 
defense housing situation in his town said that, ‘‘Vacancies in Cincinnati are only 
six-tenths of 1 percent. That’s tighter than a drum. Just before the last war 
it was 5.5 percent.” The mayor, in commenting on the defense worker need, said 
that Cincinnati defense industries have stated their need for several thousand new 
employees and have indicated that this need could not be met without recruiting 
workers from out of town. He listed some of the estimates as: Automatic trans- 
mission division of the Ford Motor Co. to increase force from 2,100 to 4,000; and 
General Electric from 2,000 to 10,000. The mayor also said that Cincinnati 
Milling Machine Co., the world’s largest machine tool works, now working their 
plant only two shifts wanted to go to a third shift if they could obtain the addi- 
tional workers. 


SCRANTON-WILKES-BARRE AREA, PENNSYLVANIA 


Carnegie-Illinois Steel Corp. establishing new iron and steel products facilities 
for defense production in Falls Township costing $326,000,000 under tax amortiza- 
tion program. Hazelton Steel & Tubing Co. expanding at cost of more than 
$4,000,000. Defense industry expansion heavy throughout area, 


MORRISVILLE, PA, 


Present population, 8,000. United States Steel constructing the largest rolling 
mill east of the Alleghenies. Employment schedule 11,000 workers. 


CHARLESTON, S&S. C. 


Defense activities: Naval shipyards; Charleston shipyards, Army Ordnance 
depot; naval mine craft base, naval ordnance depot, Coast Guard unit. Naval 
shipyard personnel has risen 1,000 in employment above postwar low of 4,600. 
Charleston shipyards, the largest employer of defense workers in World War II, 
closed during the past few years, is now reopening. Any substantial influx will 
require additions to existing facilities even though housing, water, sewer, schools, 
and hospital facilities are greater than in 1940, 


TULLAHOMA, TENN, 


Arnold Engineering Development Center (testing center for Air Force) in its 
initial construction stages, and town realizes necessity for additional facilities 
such as housing, schools, water and sewer systems, streets, and electric power 
distribution. A 100 percent increase in the water and sewer systems is reported 
needed by 1956. All told, 5,000 to 8,000 construction workers will be employed 
in the construction of the AEDC plant and 1,800 permanent employees, not in- 
cluding Air Force personnel. According to present plans 800 employees are ex- 
pected to live in neighboring towns. 


DALLAS, TEX, 


Important aircraft center. Defense activities of Chance Vaught aircraft lead- 
ing factor in employment gains. Growing worker shortage. High employment 
turn-over. Worker training program started. Other defense industries active, 
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including plant expansion for defense production by Otis Engineering Co. Bureau 
of Employment Security reports: Heavy in-migration during past 7 months, and 
a definite shortage of low-cost rental units; no remedial action is in sight. More 
in-migration likely. 

WEATHERFORD, TEX. 


Proximity to Consolidated Vultee Aircraft and Bell Aircraft, as well as reopen- 
ing of Camp Wolters, creates need for 1,000 rental units. Also expansion of sewer- 
age system of city needed to care for increased population expected. 


SALT LAKE CITY-OGDEN, UTAH 


Tooele Ordnance Depot, Ogden Arsenal, Utah General Depot, naval supply 
depot in active operation. Filtrol plant expanding for defense production. Other 
defense industries. Acute housing shortage has developed. Vacancies rare in 
existing Lanham Act housing projects, with more than 500 applications pending 
on recent count. Bureau of Employment Security reports: About 2,000 workers 
at ordnance depot have to commute from Salt Lake City. Inadequate housing 
and defense activity in other States has reduced in-migration to a minimum, 


NEWPORT NEWS-NORFOLK-PORTSMOUTH, VA, 


Expansion in shipyards, military establishments, and defense industries domi- 
nates outlook. Out-of-area recruitment for machinists, electricians, and other 
workers. Tax amortization expansion of transportation equipment plants of 
Seaboard Air Line Railroad Co., totaling approximately $34,000,000. Newport 
News Shipbuilding & Dry Dock Co. management reported to be greatly concerned 
over housing shortage in face of greatly expanded shipyard operations. Shipyard 
expects increase of 5,000 employees by end of year. Only 700 vacant and avail- 
able family dwellings on peninsula at recent check. 


BREMERTON-SEATTLE, WASH. 


Boeing Aircraft plant reported to have hired between 2,000 and 3,000 at Seattle 
last fall and continuing to follow a heavy hiring schedule. Unemployment in 
Washington State down to 2.7 percent and as low as 1.7 in some areas. The 
shortage of housing for navy yard workers at Bremerton reported to be severe. 
Rear Adm, Hugh E. Haven is quoted in Seattle Times as having requested con- 
struction of 3,000 new housing units for personnel at the Bremerton naval ship- 
yards. A small proportion of these are needed at once; by July 1, the vear will 
need 1,000; and by January 1, an additional 2,000. As a stopgap measure, 
trailer camp operating at Kitsap County airport to house 160 shipyard worker 
families, according to the Bremerton Sun. 


SOUTH CHARLESTON, W. VA. 


Navy unoflicially estimates that putting the ordnance plant into operation on 
scale comparable to World War II, would bring 9,000 to 10,000 persons into area, 
with critical housing shortage for key personnel. Stand-by rubber plant at Insti- 
tute reported by press and State employment service to be reopened the first part 
of 1951. Plan to hire 750 persons in first 6 months of operation. 


MILWAUKEE, WIS. 


Many defense contracts in area. Defense plant expansion of Nordberg Manu- 
facturing Co., for aircraft engines, and of Milwaukee Salvage Coke Co., for coke 
production, with tax amortization. Chain Belt Co., working on Army contract. 
Machinery plant hiring paces employment gains. Bureau of Employment 
Security reports: Labor market report indicated lack of adequate housing de- 
terring in-inigration * * *, Recent survey conducted by city’s building in- 
spectors office indicated 5,400 net additional dwellings needed. 
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Maximum mortgage amounts and minimum equity requirements per family unit 
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Calendar No. 183 


82p CoNnGRESS } SENATE | Report 


1st Session No. 190 


TRANSFER OF LAND TO THE OGDEN (UTAH) CHAMBER 
OF COMMERCE 


Marcu 21 (legislative day, Marcu 16, 1951).—Ordered to be printed 


Mr. E..enper, from the Cemmittee on Agriculture and Forestry, 
submitted the following 


cCREPORT 


{To accompany S. 952] 


— 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 952) authomzing the conveyance of certain lands to the 
Ogden (Utah) Chamber of Commerce, having considered the same, 


report thereon with a rééommendation that it do pass without amend- 
ment. . 


The committee concurs in the recommendation of the Department 
of Agriculture that the bill be enacted, as contained in a report from 
the Department dated March 15, 1951. A copy of the report is 
attached hereto as a part of this report. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 


Washington, March 15, 1951. 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: Reference is made to your letter of February 27 
requesting a report by this Department on S. 952, a bill authorizing the convey- 
ance of certain lands to the Ogden (Utah) Chamber of Commerce. 

The bill authorizes and directs the Secretary of Agriculture to convey to the 
Ogden Chamber of Commerce, without cost, 3.3 acres of land, more or less, con- 
sisting of lots 1 to 48, inclusive, in block 7 of Fairmount Park Annex Addition to 
Ogden City, Utah, situated in the south half of the northwest quarter of section 
31, T.6 N., R. 1 W., Salt Lake meridian. 

This tract was donated in 1942 to the Federal Government under the provisions 
of the act of March 3, 1925 (43 Stat. 1132). It was a gift so that the Forest 
Service of this Department would have a site on which to construct a warehouse 
and shop to take care of Forest Service property. The Forest Service later de- 
cided these improvements should be constructed in Salt Lake City. Since this 
tract is not needed by the Forest Service, it appears desirable that it be returned 
to the donor, the Odgen Chamber of Commerce. 

This Department recommends enactment of the bill. 

The Bureau of the Budget advises that, from the standpoint of the program of 


the President, there is no objection to the submission of this report. 
Sincerely, 


Cuar.es F, Peannan, Secretary. 
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82p ConGRESS SENATE § REporT 
Ist Session No 








TRANSFER OF LAND TO POLICE JURY OF THE PARISH 
OF RAPIDES, LA. 


Marcu 21 (legislative day, Marcu 16), 1951.—Ordered to be printed 


“ 
iy. ELLENDER, front the Committee on Agriculture and Forestry, 


a Submitted the following 


REPORT 


{To accompany S. J. Res. 35] 

The Committee on™ “Agri iculture and Forestry, to whom was referred 
the resolution (S. J. Res. 35) to permit the board of supervisors of 
Louisiana State University and Agricultural and Mechanical College 
to transfer certain lands to the Police Jury of the Parish of Rapides 
for use for holding livestock and agricultural expositions, having con- 
sidered the same, report thereon with a recommendation that it do 
pass without amendment. 

The land proposed to be transferred to the Police Jury of the Parish 
of Rapides, La., is a 25-acre tract and is to be used solely for the 
purpose of holding livestock and agricultural expositions thereon, 
under the provisions of the resolution. The land is not owned by the 
Federal Government but is the property of the Louisiana State 
University and Agricultural and Mechanical College. 

However, the deed to the property contained a conditional limita- 
tion that should the university at any time fail to use the property 
therem conveyed for the establishment and maintenance of an agri- 
cultural and vocational school, it would “revert to and become the 
property of the United States.”” The deed was executed by the 
Secretary of Agriculture, who, as trustee, was administering the assets, 
of which the tract was a part, of the Lousiana Rural Rehabilitation 
Corp. 

As explained in the report of the Department of Agriculture on the 
resolution, the Secretary is again administering, as trustee, the assets 
of the Louisiana Rural Rehabilitation C orp. which include the vested 
interest in the real estate in question under the reverter clause of the 
Secretary’s deed to the board of supervisors of the Louisiana State 
University. The effect of the legislation would be to permit the 
Secretary to release the possible reversionary interest of the Louisiana 
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Rural Rehabilitation Corp. in the tract and such action could not be 
taken without the written consent of the corporation. 

A copy of the Department’s report, dated March 15, 1951, is 
attached hereto and made a part of this report. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 15, 1951. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: This is in response to your request of February 20, 
1951, for a report on Senate Joint Resolution 35, a resolution to permit the board 
of supervisors of Louisiana State University and Agricultural and Mechanical 
College to transfer certain lands to the Police Jury of the Parish of Rapides for 
use for holding livestock and agricultural expositions. 

The resolution, if enacted, would authorize and direct the Secretary of Agri- 
culture to convey to the board of supervisors of Louisiana State University and 
Agricultural and Mechanical College the right, title, and interest held by the 
United States in and to 25 acres of a larger tract of land conveyed by the Secretary 
of Agriculture by his deed of July 24, 1946, to the University, pursuant to the 
act of July 14, 1945 (59 Stat. 468), to permit the University to convey the 25 
acres to the Police Jury of the Parish of Rapides, State of Louisiana, for the sole 
purpose of holding livestock and agricultural expositions on the land. The 
Secretary’s deed to the university contained a conditional limitation that should 
the university at any time fail to use the property therein conveyed for the 
establishment and maintenance of an agricultural and vocational school it would 
“revert to and become the property of the United States.” 

The 25-acre tract is a portion of a tract of approximately 1,113 acres originally 
acquired by the Louisiana Rura! Rehabilitation Corp. with funds made available 
through the Federal Emergency Relief Act of 1933 (48 Stat. 55). The entire 
tract was subsequently transferred to the Secretary of Agriculture as trustee, 
pursuant to an agreement of transfer between the Secretary and the corporation, 
executed on behalf of the United States on March 31, 1937, as amended by 
supplemental agreement executed on behalf of the United States on July 19, 1938. 

The Rural Rehabilitation Corp. Trust Liquidation Act (Public Law 499, Slst 
Cong., approved May 3, 1950), authorizes and directs the Secretary to liquidate 
the trusts under the transfer agreement with the several State rural! rehabilitation 
corporations but permits him to accept a retransfer of the corporate assets and 
expend and administer them in a particular State for carrying out the purposes of 
titles I and II of the Bankhead-Jones Farm Tenant Act, and in accordance with 
the applicable provisions of title TV thereof as now or hereafter amended (7 
U.S. C. 1001, et seq.). Pursuant to the provisions of the Rural Rehabilitation 
Corp. Trust Liquidation Act the Secretary of Agriculture transferred the assets 
being administered by him for the Louisiana Rural Rehabilitation’Corp. back to 
the corporation by an instrument of transfer dated January 2, 1951. The 
corporation, under a written agreement dated January 8, 1951, then retransferred 
the assets to the Secretarv of Agriculture for expenditure for the purposes of 
titles I and II and the related provisions of title IV of the Bankhead-Jones Farm 
Tenant Act. 

The possibility of reverter under the Secretary’s deed to the university is a 
vested interest in the real estate conveyed thereunder, and, as such, represents an 
asset which passed to the Secretary to be administered under the provisions of the 
agreement of January 8, 1951. Senate Joint Resolution 35 will permit the Secre- 
tarv, with the consent of the Louisiana Rural Rehabilitation Corp., to release this 
possible reversionary interest in the 25-acre tract notwithstanding the provisions 
of the Rural Rehabilitation Corp. Trust Liquidation Act. 

This Department has no objection to enactment of the proposed legislation, 
and the Bureau of the Budget has advised us that from the standpoint of the 
President’s program it has no objection to the submission of this report. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 
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FoREWORD 


During the past year the Subcommittee on Labor-Management 
Relations has investigated a number of industries in which labor rela- 
tions are bad. This is unavoidable since an important function of the 
subcommittee was to discover and endeavor to find means of correcting 
unsatisfactory labor-management relations. It is therefore refreshing 
and reassuring to learn, and I am happy to report that in the Bonne- 
ville Power Administration relations between the management and its 
employees are good. ‘The following report is worthy of careful study 
because it sets forth the ways and means by which employers and 
unions may live together in peace. Indeed, labor-management rela- 
tions in the Bonneville Power Administration can well serve as a model, 
not only for Government agencies, but for private industry as well. 

The following report was prepared by Mr. Alexander K. Christie, 
economist on the staff of the subcommittee, and is the result of 
extensive on-the-spot investigation and months of thorough research 
and study. Mr. Christie deserves the gratitude of all interested 
persons for his careful, diligent, and exhaustive survey. 


JAMES E. Murray, 
Chairman. 
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Mr. Murray, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT! 
[Under authority of S. Res. 71] 


INTRODUCTION 


This is a study of how the Bonneville Power Administration, an 
agency of the Government of the United States, has succeeded in 
bringing into being those tangible and intangible conditions that 
make for good relations between labor and management. 

The Bonneville Power Administration came into existence in 1937. 
Its purpose was to distribute the power generated at Bonneville Dam 
on the Columbia River. BPA is not an independent agency such as 
the Tennessee Valley Authority. It is an agency within the Depart- 
ment of the Interior. 

It has taken time, patience, and skill in getting Bonneville’s relations 
with labor to this present standard. In bringing these conditions 
about, Bonneville has overcome inertia, indifference, and needless 
delaying “paper work,” which was not of its own making. There was 
a time in Bonneville’s early history when all decisions in relation to 
labor had to come from Washington which meant long delay. This 
is no longer the case. 

In 1945 the Bonneville Power Administration signed a collective 
agreement with the Columbia Power Trades Council. Through 
change and revision during the past 6 vears, this agreement has become 
an excellent one. The agreement be ‘tween Bonneville and the 
Columbia Power Trades Council has been due in large part to the 
efforts of Dr. Paul J. Raver, Administrator of the Bonneville Power 
Administration. 

Labor and management have lived up to the terms of this agree- 
ment. They have gone on to daily implement it, giving it life and 
meaning for all concerned. 

Why did Bonneville enter into an agreement with its employees and 
what has it done to make its relations with its employees as good as 
they now are? An attempt is made in this study to report and 


1This report was undertaken during the Sist Cor 


U ng., 2d sess., under S. Res. 140, and 
completed in the 82d Cong., under authority of S. Res. 71. 
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assess the history and daily workings of the Bonneville Power Admin- 
istration and labor on those factors that have made its labor policy 
what it now is—a good policy, for relations between labor and manage- 
ment were not good in the early period of its operations. 

This is the record and here is the way Bonneville set out in the face of 
numerous difficulties to overcome them, bringing needed and just 
benefits to the individual employee, and bringing into being those 
conditions which the unions were striving to attain. 

The Bonneville Power Administration is one of several agencies of 
the Federal Government that are engaged in the tremendous under- 
taking of developing the Columbia River. It is thought that a gen- 
eral statement concerning this development would be in order so 
that the functions of the Bonneville Power Administration could be 
better understood. 


I. History or tHe Conumpta River, BONNEVILLE AND GRAND 
Cou.Lee Dams, AND FuturE DEVELOPMENT 


The Columbia River is one of the world’s great hydroelectric power 
streams. More than 30 percent of the potential hydroelectric power 
of the Nation is located within its watershed. The Columbia River 
rises in the Rocky Mountains in Canada and enters the United States 
in the northeastern corner of the State of Washington. It crosses the 
State in a southerly direction to the mouth of its largest tributary, 
the Snake River, near Pasco, Wash., then turns westerly, flowing 
between Oregon and Washington, and empties into the Pacific Ocean. 
The length of river and drainage area within the United States is 750 
miles. ‘The Columbia River Basin includes nearly all of Idaho, most 
of Washington and Oregon, the western part of Montana, smaller 
areas of Wyoming and Nevada, and the northwestern tip of Utah. 

The mean flow of the river at the Bonneville Dam is 211 000 cubic 
feet per second, the unregulated minimum flow 40,000 second-feet, 
and the average annual flood peak approximately 500,000 second- 
feet. The low flows, lasting only a few days, occur during the winter 
and are often accompanied by floating ice. Flood discharges are the 
result of melting snow near the headwaters and usually reach their 
peak in June. The maximum flood of record occurred in June 1894, 
In May 1948, Vanport, Oreg., which was located on the Columbia 
River, and built to handle the wartime influx of workmen to the 
Kaiser shipbuilding yards, ordnance, and other wartime industries 
in this key area, was completely wiped out in a disastrous flood. The 
loss incurred was approximately $100,000,000. 

Early development in the Columbia River Basin was confined to 
navigation and irrigation. <A project for a 30-foot channel 300 feet 
Ww ide, from Portland, Oreg., to the Pacific Ocean, was authorized in 
1911, and a 35-foot channel 500 feet wide in 1928. A lock was com- 
pleted at Cascade Rapids in 1898, and an 8-mile canal was built in 
1918 around Celito Falls. 

The Columbia has a project depth of 35 feet from its mouth to the 
mouth of the Willamette River near Portland, and 30 feet to Van- 
couver, Wash. There is a 27-foot channel between Vancouver and 
Bonneville Dam. Between Bonneville Dam and The Dalles, Oreg., 
upstream from Bonneville, the depth is 30 feet or over. 

Extensive hearings on the development of the Columbia River 
before the Committee on Rivers and Harbors of the House of Repre- 
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sentatives and the Senate Commerce Committee, have been held over 
the years. One of the prime movers to bring about this development 
in the Senate was the late Senator from Oregon, Charles L. McNary. 
First surveys for complete utilization of the Columbia River were 
started by the United States Corps of Engineers in 1927, after being 
authorized by Congress. 

The idea of damming the Columbia and pumping its waters back 
into the Coulee was under study back in 1918. In 1922, the plans to 
undertake this tremendous task were approved by General Goethals. 
Succeeding administrations gave their approval but no action was 
taken on the plans prepared by the Corps of Engineers for a series of 
dams on the Columbia. During the depression, in an effort to combat 
unemployment, particularly in the northwestern section of the 
Nation—which along with other areas was hard hit—Bonneville Dam 
was undertaken and at a later time Grand Coulee. 

The development of the Columbia River in all its aspects, power, 
flood control, irrigation, navigation, and the handling of the runs of 
salmon, trout, and other migratory fish on their way upstream to 
their spawning grounds, is an undertaking of tremendous scope. All 
the proposals that have been put forth are an outgrowth of the Corps 
of Engineers No. 308 report as revised and the continuing report of 
the Department of the Interior on the Columbia River. These two 
reports considered together set forth a plan for the development of the 
Columbia River. 

The construction of dams and related projects on the Columbia 
River has fallen to the lot of the Corps of Engineers, United States 
Army, and the Bureau of Reclamation, Department of the Interior. 
These two agencies share the responsibilities for the planning, con- 
tracting, and operation of the dams and power plants. Multiple- 
purpose projects in which navigation or flood control have primary 
importance are the concern of the Army engineers. Where irrigation 
is the chief concern, development is undertaken by the Bureau of 
Reclamation. 

Improvement of the Columbia River at Bonneville, Oreg., was set 
in motion on September 30, 1933, under the provisions of the National 
Recovery Act, as a Public Works Administration project. The entire 
project was formally authorized by Congress under the River and 
Harbor Act, August 30, 1935. Bonneville Dam is located on the 
Columbia River about 40 miles east of Portland, Oreg., and consists 
of a spillway dam, powerhouse, navigation lock, and fishways. The 
entire Bonneville project was built under contract and is maintained 
and operated by the Corps of Engineers, United States Army. 

The powerhouse at Bonneville Dam is separated from the dam by 
Bradford Island and contains 10 hydrogenerating units, of which 
2 are 43,000 kilowatts, and 8 are 54,000 kilowatts, with a total rated 
capacity of 518,400. The switchyard or switching equipment is 
located on the roof of the powerhouse where the power is delivered to 
the transmission lines of the Bonneville Power Administration. 

Grand Coulee Dam is located on the upper reaches of the Columbia 
River and was constructed under contract for the Bureau of Recla- 
mation. Grand Coulee serves four purposes: (1) Power, (2) irrigation, 
(3) navigation, and (4) flood control. This gigantic structure has 
two powerhouses, located on both sides of the river. Fifteen generators * 
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are now in operation. The total number of generators when finally 
installed will be 18. Present production stands at 1 :944,000 kilowatts. 
Maintenance and management of Grand Coulee Dam are the responsi- 
bility of the Bureau of Reclamation. 

Bonneville and Grand Coulee Dams form the backbone of the 
Columbia River power system. The production of these two dams 
amounted to over 14 ,000,000,000 kilowatt hours during 1950. This 
total is exceeded only by the Tennessee V alley Authority, the only 
system in the United States, either public or private, with generation 
larger than the C olumbia River system. 

Other dams that are in operation are Minidoka, Black Canyon, 
and Boise diversion. The kilowatt production of these three dams 
issmall. Rock Island Dam which has a capacity of 200,000 kilowatts 
is owned and operated by the Puget Sound Power & Light Co. The 
Kerr Dam in western Montana, on the Clark Fork River, is owned 
by the Montana Light & Power Co. This completes the list of dams 
now in existence in the Columbia River power system. 

The following projects are dams to be built with the total number 
of kilowatts to be produced, authorized and recommended for author- 
ization as embodied in the comprehensive reports of the Corps of 
Engineers and the Bureau of Reclamation: 





stallations | maken marved 


| 
Plant in- | 
| 
| 





Being built as of December 1950: Kilowatts | 
I a 980,000 | Power, irrigation, navigation. 
Meridian_._____- a aa See 115,000 | Power, irrigation, navigation, flood control. 
SI. seteclicny eatin nite seckinbeacoiihniiiedtieieumaion | 100, 000 | Do. 
oe eee ee } 18,000 | Power. 
I ous | 285,000 | Power, irrigation, navigation, flood control. 
Anderson Ranch. .--. aioe 40, 500 | Power, irrigation, flood control. 
Authorized to be built as of December 1950: | 
SN I tices tandk incest eastickleteaneniaee iho | 1,152,000 | Power, irrigation, navigation. 
I ne se aiodinbyone ee 260, 000 Do. 
Lower Monumental__.._.__.-------------- | 240, 000 Do. 
MEIN fra ss Sensis inh parame waite 260,000 | Power, navigation. 
i... ees aa 220, 000 | Do. 
ee Oe | 112, 500 | Power, irrigation, flood control. 
en nO eee ee | 10,000 | Power, irrigation. 
he 12, 000 Do. 
Recommended for authorization: } | 
ae me Sc a Bid | 588,000 | Power, navigation, flood control. 
OEMR eC ee ee | 42, 600 Do. 
po YT | Eee ee Do. 
aks | 1,275,000 | Power, irrigation, navigation, flood control. 
Re ay. Ree ashen 980, 000 | Power, irrigation, navigation. 
a ee .| 20,000 | Power, irrigation, navigation, flood control. 
Cougar oS ee es a 25, 060 Do. 
NOR NON on gS ee | 81, 000 | Do. 
White Bridge__........_- oe eee ae | 5,000 | Power. 
IN ons ole ae oe ne ss 15, 000 | Do. 
Ny aaa cs eae 800,000 | Power, navigation, flood control. 
I ae 30,000 | Power. 
I I ia elated t Ze ia hice aden adie | 90, 000 Do. 
Total kilowatts ultimately to be pro- | 
CONE A a biccbneninaptiniatenbinauieoas | 11,851, 900 


When these dams are completed the generating of nearly 12,000,000 
kilowatts will make this undertaking the largest producer of electric 
power in the Nation. 
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II. LuGisuaTIon CREATING THE BONNEVILLE Power ADMINISTRATION, 
Irs Functions AND CUSTOMERS 


When Congress authorized the building of Bonneville Dam, pro- 
vision was lacking for the disposal of the power generated at the dam 
site. The dam and the powerhouse were to be maintained and oper- 
ated by the Army engincers, but nothing was said about the distribu- 
tion of power. 

To overcome this problem, a bill, S. 2092, entitled “Completion and 
Operation of the Bonneville Project,” was submitted to the Senate 
Committee on Commerce and has since become known as the Bonne- 
ville Project Act, Public Law No. 329, Seventy-fifth Congress: 


That for the purpose of improving navigation on the Columbia River, and for 
other purposes incidental thereto, the dam, locks, power plant and appurtenant 
works * * * at Bonneville, Oregon, and North Bonneville, Washington 
(hereinafter called Bonneville project), shall be completed, maintained, and 
operated under the direction of the Secretary of War and the supervision of the 
Chief of Engineers, subject to the provisions of this Act relating to the powers 
and duties of the Bonneville Power Administrator * * * respecting the 
transmission and sale of electric energy generated at said project. The Secretary 
of War shall provide, construct, operate, maintain, and improve at Bonneville 
project such machinery, equipment, and facilities for the generation of electric 
energy as the Administrator may deem necessary to develop such electric energy 
as rapidly as markets may be found therefor. The electric energy thus generated 
and not required for the operation of the dam and locks at sueh project and the 
navigation facilities employed in connection therewith, shall be delivered to the 
Administrator, for disposition as provided in this Act. 


Section 2 (a) further provides: 


The electric energy generated in the operation of the said Bonneville project 
shall be disposed of by the said Administrator as hereinafter provided. The 
Administrator shall be appointed by the Secretary of the Interior; shall be 
responsible to said Secretary of Interior; shall receive a salary at the rate of 
$10,000 per year; and shall maintain his principal office at the place selected by 
him in the vicinity of the Bonneville project. The Administrator shall, as here- 
inafter provided, make all arrangements for the sale and disposition of electric 
energy generated at Bonneville project not required for the operation of the dam 
and locks at such project and the navigation facilities employed in connection 
therewith. He shall act in consultation with an advisory board composed of a 
representative designated by the Secretary of War, a representative designated 
by the Secretary of the Interior, a representative designated by the Federal Power 
Commission, and a representative designated by the Secretary of Agriculture. 
The form of administration herein established for the Bonneville project is 
intended to be provisional pending the establishment of a permanent adminis- 
tration for Bonneville and other projects in the Columbia River Basin. The 
Secretary of War shall install and maintain additional machinery, equipment, and 
facilities for the generation of electric energy at the Bonneville project when in the 
judgment of the Administrator such additional generating facilities are desirable 
to meet actual or potential market requirements for such electric energy. The 
Secretary of War shall schedule the operations of the several electrical generating 
units and appurtenant equipment of the Bonneville project in accordance with 
the requirements of the Administrator. The Secretary of War shall provide and 
maintain for the use of the Administrator of said Bonneville project adequate 
station space and equipment, including such switches, switchboards, instruments, 
and dispatching facilities as may be required by the Administrator for proper 
reception, handling, and dispatching of the electric energy produced at the said 
project, together with transformers and other equipment required by the Admin- 
istrator for the transmission of such energy from that place at suitable voltage to 
the markets which the Administrator desires to serve. The office of the Adminis- 
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trator of the Bonneville project is hereby constituted an office in the Department 
of Interior and shall be under the jurisdiction and control of the Secretary of the 
Interior. All functions vested in the Administrator of the Bonneville project 
under this Act may be exercised by the Secretary of the Interior and, subject to 
his supervision and direction, by the Administrator and other personnel of the 
project (50 Stat. 732, as amended by 54 Stat. 47 and Public, No. 201, 79th Cong., 
ist sess., H. R. 2690). 

(b) In order to encourage the widest possible use of all electric energy that can 
be generated and marketed and to provide reasonable outlets therefor, and to 
prevent the monopolization thereof by limited groups, the Administrator is 
authorized and directed to provide, construct, operate, maintain, and improve 
such electric transmission lines and substations, and facilities and structures 
appurtenant thereto, as he finds necessary, desirable, or appropriate for the pur- 
pose of transmitting electric energy, available for sale, from the Bonneville project. 


Other sections state: 


Sec. 5. (a) Subject to the provisions of this Act and to such rate schedules 
as the Federal Power Commission may approve, as hereinafter provided, the 
Administrator shall negotiate and enter into contracts for the sale at wholesale 
of electric energy, either for resale or direct consumption, to public bodies and 
cooperatives and to private agencies and persons and for the disposition of 
electric energy to Federal agencies. 

(b) The Administrator is authorized to enter into contracts with public or 
private power systems for the mutual exchange terms for the purpose of economical 
operat ion or of providing emergency or breakdown relief (50 Stat. 735). 

Sec. 9. (a) The Administrator, subject to the requirements of the Federal 
Water Power Act, shall keep complete and accurate accounts of operations, 
including all funds expended and received in connection with transmissions 
and sale of electric energy generated at the Bonneville project, and in the mainte- 
nance of such accounts, appropriate obligations shall be established for annual 
and sick leave of absence as earned. The Administrator shall, after the close of 
each fiscal year, obtain an independent commercial-type audit of such accounts. 
The forms, systems, and procedures prescribed by the Comptroller General for the 
Administrator’s appropriation and fund accounting shall be in accordance with 
the requirements of the Federal Water Power Act with respect to accounts of 
electric operations of public utilities and the regulations of the Federal Power 
Commission pursuant thereto (50 Stat. 736, as amended by Public No. 201, 
79th Cong., Ist sess., H. R. 2690). 

This act pretty well spells out the duties and powers of the Bonne- 
ville Power Administration. The act creating the Bonneville Power 
Administration has been amended twice since Bonneville came into 
being in 1937. BPA is subject to the rulings of other governmental 
agencies: (1) The Federal Power Commission gives final approval 
to the rates as set by Bonneville; (2) the Comptroller General prescribes 
the accounting procedure in keeping with requirements of the Federal 
Power Act and regulations of the Federal Power Commission; (3) 
while given the power to hire some personnel, Bonneville complies 
with all the regulations of the Civil Service Commission. 

The legislation bringing Bonneville into existence was originally 
passed to handle the sale and distribution of electric power generated 
at Bonneville Dam. The extension of BPA’s transmission and 
marketing duties to Grand Coulee Dam and other projects has come 
about through executive and departmental orders. Legislation 
passed by Congress made these orders possible. Bonneville’s opera- 
tions cover four States: (1) Oregon; (2) Washington; (3) Idaho; 
(4) Montana. 

The University of Oregon in 1937 rendered a timely contribution 
through a series of conferences it sponsored on the Distribution of 
Bonneville Power. The work accomplished by these meetings acted 
as guideposts for BPA when it set out to build its own transmission 
lines. Before the Bonneville Power Administration came into being, 
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there was concern as to whether the power generated at Bonneville 
Dam would find a ready market. This fear was soon dispelled with 
the steady increase of light metals, war industries, atomic energy, and 
many other types and kinds of manufacturing. With the end of 
World War II, it was thought that the demands for power would 
decrease but such has not been the case. This region is in short 
supply as far as power is concerned. 

The Pacific Northwest experienced a shortage of power during the 
winters of 1947-48 and 1948-49. Good water conditions prevented 
heavy curtailments in 1949-50. ‘Two factors which have contributed 
to this shortage are the continuing growth in population and the 
steady expansion of manufacturing. From 1940 to 1949, this region 
experienced a population growth of 44 percent. Oregon led all the 
States in growth with a population increase of 59.3 percent. The 
State of Washington had an increase of 48.7 percent. Population 
increase is only part of the reason for the region’s rapid growth in 
nonindustrial power requirements. Farms and businesses are steadily 
increasing their use of electricity. Industry has been attracted to 
this area through low-cost power. 

Industrialization of the Pacific Northwest, which received a tremen- 
dous impetus as a result of the location of aluminum, shipbuilding, air- 
craft, magnesium, ferro-alloys, and atomic energy plants during the 
war has now slowed down due to an inadequate supply of firm power. 
All of the war-built plants are in operation with the exception of ship- 
building establishments and one magnesium plant. 

Forest industries still provide most of the jobs in manufacturing in 
Oregon, Washington, and Idaho. Within the forest products industry 
itself, the production of plywood, millwork, pulp and paper, have 
increased more than lumber. Manufacture of these products requires 
more electric power than the manufacture of lumber. Heavy industry 
has expanded greatly. Aircraft, truck bodies and parts, logging and 
sawmill equipment, farm equipment and aluminum account for most 
of this increase. The processing of food and related products has 
greatly expanded in this region. Frozen foods have contributed to 
this expansion. 

The chemical industry is another that has grown from practically 
nothing. Bonneville Power Administration takes power that is 
generated by either the Corps of Engineers or the Bureau of Reclama- 
tion, transmits this power over its lines to heavy industry, military, 
private utilities, and publicly owned distributors or wholesale pur- 
chasers, with the latter in turn distributing this power to factories, 
stores, residences, and farms. 


BPA TRANSMISSION LINES 


To adequately distribute this power BPA must construct transmis- 
sion lines and substations, and carry power to all important load cen- 
ters of the region. The present system on 4,040 circuit miles and 108 
substations serving Washington, Oregon, northern Idaho, and western 
Montana, is made up of 1,823 circuit miles of 230,000-kilovolt line, 
and 1,913 circuit miles of 115,000-kilovolt line, with 304 circuit miles 
of lower voltage. This mileage comprises the largest high voltage 
network in the United States. Demands for power will probably 
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increase this mileage to over 5,000 miles to carry power scheduled for 
production by 1954. 

Many of these transmission lines have been constructed over and 
through some of the most rugged terrain in the Nation. This is par- 
ticularly true of the Coulee-Snohomish 230-kilovolt line. This line 
which is 166 miles in length crosses the Cascade Mountains and was 
energized in 1949 along with the North Bonneville-Troutdale line. 
This line brought needed power to major coast load centers in the 
Puget Sound and lower Columbia areas. 

Bonneville has led in the development of the 230-kilovolt line tower 
construction, and has brought about improvements, pointing to in- 
creased carrying capacity leading to more economical transmission. 
During the last year, BPA used 1,272,000 circular-mill steel reinforced 
aluminum cable on the third Grand Coulee-Columbia line. This con- 
ductor is thought by Bonneville engineers to be the largest conductor 
ever used on 230-kilovolt lines. The utilization of 115,000 and 230,- 
000-kilovolt auto transformers with lower insulation levels instead of 
the conventional type has made possible substantial increases in 
capacity at lower cost. Several large synchronous condenser installa- 
tions have been made during the past 2 years incorporating new 
features that will promote system stability and permit heavier line 
loadings. 

Through first rate engineering and experimentation, BPA has 
attempted to keep abreast of the field where transmission and dis- 
tribution of energy are concerned. 


ENGINEERING DEVELOPMENTS OF BONNEVILLE POWER ADMINISTRATION 


Bonneville has been instrumental in making available to the indus- 
try oil circuit breakers of high capacity, of improved quality and at 
considerable saving. Through the use of conductors larger than has 
been the accepted practice in the past, transmission costs have been 
steadily reduced. BPA has brought about changes in standardization 
which have encouraged the manufacture of equipment with less insula- 
tion, thus resulting in a saving without incurring additional operating 
risk. 

Bonneville has found that routine inspection patrols by helicopter 
have cut costs over the former system of inspection by ground crews. 
The development of an automatic electronic fault locator, which estab- 
lishes the point of line failure within a mile, makes unnecessary many 
long futile searches by maintenance crews for line trouble. 

BPA has been faced with a difficult problem in setting up a com- 
munications system to its substations due to the mountains that have 
to be crossed time and again and the long distances involved. The 
securing of more than one system, that is reliable and can be fallen 
back upon in time of emergency, is of vital importance. Good com- 
munications are required in the efficient operation of Bonneville’s far- 
flung transmission lines. 

BPA has pioneered in the use of a microwave network for com- 
munication and remote control of equipment. This development has 
given Bonneville one of the most modern communication systems in 
the Nation. 

Bonneville completed its installation of microwave radio com- 
munication in October 1950, linking together all major power centers 
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into what is believed to be the largest of its type in the world. Initial 
installations include terminal receiving and sending stations, micro- 
wave towers, parabolic antenna and radio equipment adjacent to 
primary substations at Snohomish, Covington, Seattle, Olympia and 
Vancouver. Operating with an auxiliary supply of power, the radio 
communication system will not be subject to interruptions from power 
failure. Microwave impulses between Vancouver, Wash., and 
Snohomish substation in Washington, are received by giant parabolic 
saucer-shaped disks, 6 to 10 feet in diameter, mounted on steel towers 
from 50 to 150 feet in height. They are placed directionally and at 
elevations to give a line of sight between each of the stations. High 
frequency waves do not follow the curvature of the earth but travel 
in a straight line at the speed of light, or 186,000 miles per second. 
These microwave transmission systems will cut transmission costs 
through reducing maintenance costs, and increase the carrying capac- 
ity of the lines. 

These examples are a few of the many that demonstrate how the 
Bonneville Power Administration has attempted to advance its opera- 
tions, cut costs, and improve its service to its customers. 


THE TRANSMISSION SYSTEM AND EXTENT OF LINES 


The transmission system of BPA has expanded to a point where an 
outage of a major circuit can be taken without resulting in a system 
failure. Such conditions previously would have interrupted power 
supply into large areas. 

For the purpose of administrative efficiency and due to the long 
distances involved, BPA has divided the area covered by its trans- 
mission facilities into seven districts. These districts are (1) lower 
Columbia district, which includes the cities of Portland, Oreg., and 
Vancouver, Wash.; (2) Puget Sound district, which takes in 
Tacoma and Seattle, Wash., and runs up to the Canadian border; 
(3) southwestern distri¢t, which takes in all of Oregon below the North 
Santiam River and the Polk County line to the California State line; 
(4) the mid-Columbia district, the largest district, taking in parts of 
Washington, Oregon, and Idaho; (5) north central Washington dis- 
trict; (6) upper Columbia district, which includes the city of Spokane; 
(7) western Montana, including Butte. 

BPA transmission lines at present extend as far south as Mapleton, 
Oreg., and are now being extended to Reedsport and eventually to 
Gold Beach on the south Oregon coast near the California State line, 
bringing power to these growing fishing communities. From Bonne- 
ville Dam, 230-kilovolt lines and 115-kilovolt lines extend as far north 
as the Canadian border to the town of Blaine in Washington; Grand 
Coulee Dam to Spokane, from Spokane to Anaconda in Montana, and 
in a northerly direction to Hungry Horse Dam in western Montana. 
This last-named line under construction from Spokane, Wash., is being 
built over and through some of the most rugged terrain in the Nation. 
It is a 230-kilovolt steel tower transmission line and will carry power 
into western Montana. A 230-kilovolt transmission line is planned 
for south Oregon which will extend to Klamath Falls in Oregon. 

As noted above, the land over which many of these lines have to 
go is difficult. The clearing of the right-of-way in many instances is 
a major undertaking in itself. Trees have to be felled, mountain 
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peaks cleared, sheer rock walls blasted, and many other obstacles 
overcome before construction of the line can start. Where steel trans- 
mission towers can be utilized, BPA supplies the contractor with all 
materials as called for in the specifications. The contractor then pro- 
ceeds to erect the towers as the specifications dictate. Bonneville 
Power has these towers made to its own specifications and supplies 
them to the contractor unassembled, so that the contractor erects the 
towers on the site from the material supplied to him by Bonneville. 


BONNEVILLE POWER ADMINISTRATION CUSTOMERS 


Industries and military: (1) Aluminum Co. of America; (2) Atomic 
Energy Commission; (3) Bureau of Mines; (4) Carborundum Co.; (5) 
Chromium Mining & Smelting; (6) Crown Zellerbach Corp.; (7) Elec- 
tro-Metallurgical Co.; (8) General Construction Co; (9) Kaiser Alumi- 
num & Chemical Corp.; (10) Keokuk Electro-Metals Co.; (11) Pacific 
Carbide & Alloys; (12) Pasco General Depot; (13) Pennsylvania Salt 
Manufacturing Co.; (14) Puget Sound Navy Yard; (15) Rayonier 
Corp.; (16) Reynolds Metals Co.; (17) Strategic Air Command; (18) 
Tongue Point Naval Station; (19) United States Maritime Commission 
(Kaiser Ship); (20) United States Engineer Corps; (21) Velox Naval 
Supply Depot. These are the wholesale customers of BPA whom it 
supplies directly with power. 

The utility companies who receive power directly from BPA are 
(1) Mountain States Power Co.; (2) Pacific Power & Light Co.; (3) 
Portland General Electric Co.; (4) Puget Sound Power & Light Co.; 
(5) British Columbia Electric Railway; (6) Washington Water Power 
Co. 

The following cities which have their own municipal power systems 
take power from Bonneville: 


1. Bandon, Oreg. 9. Forest Grove, Oreg. 
2. Canby, Oreg. 10. Grand Coulee, Wash. 
3. Cascade Locks, Oreg. 11. MeMinnville, Oreg. 
4, Centralia, Wash. 12. Milton, Oreg. 

5. Cheney, Wash. 13. Monmouth, Oreg. 

6. Drain, Oreg. 14. Seattle, Wash. 

7. Ellensburg, Wash. 15. Tacoma, Wash. 

8. Eugene, Oreg. 


Other customers of Bonneville are the public utility districts, known 
in the Northwest as PUD’s. The first PUD’s came into existence in 
the State of Washington in 1932, following the passage of Grange- 
sponsored PUD laws in Washington in 1930°and the following year in 
Oregon. The first ones were organized in Grant and Spokane Coun- 
ties in Washington. The purpose of these PUD’s is to bring about the 
widest distribution of electricity with the lowest possible cost to the 
consumer. These districts float their own bond issues, and in Wash- 
ington, pay a total of 5 percent of their gross income in lieu of State 
and local taxes. They also pay franchise taxes to communities and 
the State sales tax on the same basis as private utilities. 

In Oregon PUD’s are required to pay the same real and personal 
property and city franchise taxes as private utilities. 

In addition to these customers of Bonneville, there are some 30 


corporations and Oregon State College who take power directly from 
BPA. 
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REVENUE FOR FISCAL YEAR 1950 


Power revenues of the Federal Columbia River power system, 
which consists of the Bonneville Power Administration and power 
components of Bonneville Dam project and Columbia Basin project 
(Grand Coulee Dam), for the fiscal year 1950 were approximately 
31.4 million dollars, which compares with 27.8 million dollars in 
fiscal 1949. Net income after all expenses of operation and main- 
tenance, depreciation, and 2% percent interest on the Federal invest- 
ment, is estimated to be about 11 million dollars, compared with 10.6 
million dollars in fiscal 1949, Accumulative net income on the Co- 
lumbia River power system to June 30, 1950, will be nearly 54 
million dollars. The above figures include amounts allocated to 
power at the dams as well as the total cost of the BPA transmission 
system. The Arthur Anderson & Co., accountants and auditors of 
Seattle, Wash., annually audit all accounts of Bonneville in accord- 
ance with the act creating BPA. 

BPA annual energy sales in 1950 exceeded 14,000,000,000 kilowatt- 
hours, an increase of 9 percent over the 1949 fiscal year. These 
energy sales are about 10 percent less than sales by TVA, the only 
system in the United States, either privately or publicly owned, 
with energy sales larger than BPA, As of June 30, 1950, BPA was 
serving 106 customers at 230 points of delivery. 

System demands on the Bonneville and Grand Coulee plants 
reached an all-time high of 2,106,000 kilowatts on January 4, 1950. 
The installation of three new units was completed at Grand Coulee 
during 1950. This brings the installed capacity at Bonneville and 
Grand Coulee at the end of the 1950 fiscal year up to 1,922,400 
kilowatts nameplate rating, with safe continuous capacity under 
favorable operating head conditions of 2,124,000 kilowatts. 

As of June 30, 1950, BPA operated 4,040 circuit miles of high- 
voltage transmission lines, an increase of 600 circuit miles or 17 percent 
over June 30, 1949. BPA transformer capacity was increased to 
almost 3.4 million kilovolt-amperes as of the year ending December 
31, 1950. This was a 14 percent increase over June 30, 1949. In 
addition, the load-carrying capacity of the transmission system was 
increased by the installation of 152,240 kilovolt-amperes of synchro- 
nous and static capacitors. 

The BPA transmission lines serve the vital function of tying together 
into a single grid system all Federal generating plants in that area, as 
well as delivering power to customers. Interconnected with the pri- 
vate and public utilities in the Northwest, the system provides the 
foundation upon which the Northwest power pool rests. 

These are the functions of the Bonneville Power Administration and 
give a rough idea as to just what the BPA is about. 


Ill. THe Nortuwest Power Poou 


Faced with a wartime need for meeting an accelerated demand for 
power for war industries in this area, the Northwest power pool, 
formed in 1942, has continued to function since that date. The pool 
consists of 11 major private and publicly owned utility systems. It 
takes in Oregon, Washington, Idaho, Montana, and Utah. It extends 
from Vancouver, British Columbia, to southern Oregon, from the 
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Pacific to eastern Montana, and from northwestern Montana to south- 
ern Montana and Utah. 

The 11 major utilities that make up the pool are (1) Bonneville 
Power Administration, (2) Puget Sound Power & Light Co., (3) Seattle 
City Light, (4) Washington Water Power Co., (5) Pacific Power & 
Light, (6) Tacoma City Light, (7) Portland General Electric Co., 
(8) British Columbia Electric Railway Co., Ltd. These utilities com- 
prise the western group with the tie-in being effected at Burke, Idaho. 
‘The eastern group consists of (1) Montana Power Co., (2) Utah Power 
& Light Co., and (3) Idaho Power Co. 

This pool has a combined capacity of 5,000,000 kilowatts, repre- 
senting 300 interconnected generating stations, of which 90 percent 
are hydroelectric. 

The high-voltage transmission lines of Bonneville Power Adminis- 
tration are the backbone of the grid. These 230-kilovolt transmission 
lines of Bonneville make possible this far-flung distribution of power. 
Bonneville Dam and Grand Coulee are the two largest contributors 
of power to the pool. For the fiscal year ending June 30, 1950, BPA 
furnished 85 percent of the net energy going into the pool, or a total 
of 3.7 billion kilowatt-hours. The over-all total was 4.4 billion 
kilowatt-hours. 

The Northwest power pool is a joint venture. Decisions made by 
the pool are brought about through an operating committee made up 
of one member from each major utility through which all pool matters 
are handled. Two consulting engineers make up a coordinating unit 
which prepares reports and other related matters. The operating 
committee members furnish the basic data on load estimates, reservoir 
data, power resources, both hydro and steam, and system limitations. 
These data are furnished to the coordinating group for preparation 
of the annual operating report. The operating report is a 12-month 
schedule of operations of plants and reservoirs as required to carry the 
estimated pool loads under critical or near-critical stream flow, 

Advantages of pool operations rest in the diversity of load and 
time, provided through the coordination of these major utilities in 
this region. The pooling of power allows the residents of Montana 
and Utah to utilize power to the peak an hour before the peak is 
reached on the west coast. The needs for power in Portland, Seattle, 
and Tacoma differ from the large mining loads of Montana, Idaho, 
and Utah. These factors not only tend to flatten out the over-all 
peak loads on the pool but produce a favorable spread of load. With 
the tying together of these facilities the need for reserve which each 
company would need, if operating on an individual basis, is diminished. 
Thus a company can draw from the pool immediate reserves of power 
that it could not otherwise obtain. This pooling has added about 
600,000 kilowatts of firm capacity of sorely needed power. Other 
benefits that have come about are more reliable service, economies 
in operation, and a saving in fuel for steam plants. 

[In the operation of the pool all payments are made on the basis of 
scheduled power interchange. There are no pool contracts. Pool 
members pay each other for what they have scheduled and there is 
no fixed price per kilowatt-hour or per megawatt. The prices at 
which companies clear their accounts with each other are determined 
by contracts between the companies. Pool members keep their 
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own records as to what they owe each other from their own logs, and 
payments are based upon their contractual relations with each other. 

Increasing the power capacity of the region by nearly 18 percent 
through pooled operations, the Northwest power pool has playe agp a 
vital role in the economy of the region. This pool can render 
contribution in supplying power for defense purposes. 

The private and public utilities in this section of the Nation are 
to be commended for the manner in which they have cooperated with 
one another in pulling together their facilities not only for their own 
benefit but also for the benefit of the homes, farms, and industry of 
the Northwest and Canada. 


IV. Tue OrGANIZATION AND Work Force 


ORGANIZATION 


The Administrator is responsible for the carrying out of all legisla- 
tion, Executive orders of the President, and other de ‘:partmental orders 
relating to Bonneville Power Administration. ‘The present Adminis- 
trator is Dr. Paul J. Raver. The Assistant Administrator is D. L. 
Marlett. 

Assisting the Administrator through the Office of the Administrator 
is the Bonneville Advisory Board, which functions as a consulting 
board on general policies as set forth in section 2 (a) of the Bonneville 
Act. The Board is composed of the following four agencies: (1) Rep- 
resentative of the Secretary * War; (2) Secretary of the Interior; 
(3) Secretary of Agriculture; (4) Federal Power Commission. 

The regional advisory counc ‘l informs the Administrator on prob- 
lems of regional and technical character. Members of this council 
serve without pay, and service is purely voluntary. 

The executive committee assists the Administrator in the execution 
of policies, plans, and programs from executive departments relating 
to power sales and marketing in the region. 

The Washington office is under the general supervision of the Assist- 
ant Administrator and performs liaison with Government agencies and 
similar services. 

Division of Law (general counsel) handles all legal problems which 
arise in connection with BPA programs, marketing, construction, and 
operation and other related matters. 

The Division of Information advises the Administrator and staff as 
to the preparation of reports, pamphlets, exhibits, and assembles gen- 
eral data about BPA 

The Division of Personnel develops standards and procedures for 
the recruitment, selection, placement, training, compensation, and 
separation of personnel, surveys, and av: railable personnel of the North- 
west and those available through Federal agencies. 

Division of Budget and Administrative Planning conducts studies 
of BPA organization and procedures and coordinates the preparation 
of the Administration’s budget estimates, and controls the budget 
plans as approved by the Administrator. 

Division of Fiscal and Administrative Services develops and exe- 
cutes policies and activities relating to finance, accounting, procure- 
ment and stores, land and interests therein. 
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Division of Power Management formulates and executes policies 
and activities relating to marketing and sale of power; makes load, 
hydraulic, rate and economic analyses required for planning and pro- 
graming generation and transmission facilities needed to serve pres- 
ent and future BPA power loads; administers BPA power sales pro- 
gram; negotiates sales and subsequent services under sales contracts; 
programs pending and prospective customers’ services. 

Division of Engineering develops and executes policies and activi- 
ties relating to engineering, design, construction, operation, and main- 
tenance of the Administration’s power facilities. 

There are four branches under the Division of Engineering: they 
are (1) Branch of System Engineering; (2) Branch of Operations; (3) 
Branch of Maintenance; (4) Branch of Design and Inspection. 

The Branch of Maintenance patrols and maintains all transmission 
lines, substations, and associated power facilities; controls, maintains 
and assigns tools, vehicles, and work equipment; operates and main- 
tains the administration’s garage and shop facilities; performs all 
force account construction work. 

The Branch of Design and Inspection designs transmission lines and 
substations and related power system facilities; supervises construc- 
tion schedules; prepares specifications relating to materials and 
equipment and contract construction work; supervises performance 
of contractors in the manufacture and delivery of materials and 
equipment and of construction work in the field. Other Branches 
are (1) Finance and Accounts, (2) Land and Office Service, (3) Pro- 
curement and Stores. These Branches are under the Division of 
Fiscal and Administrative Services. 

BPA has five district offices whose duties are as follows: Develop 
and maintain public relations; assist in negotiations of power sales 
contracts; develop customers’ service plans and perform related 
power marketing; assist BPA customers on management and operating 
problems and handle relationships with customers on matters of their 
respective contractual obligations to the Administration; conduct all 
other activities which properly can be handled efficiently by the 
district offices. 

The district offices are (1) Lower Columbia, Portland, Oreg.; 
(2) Puget Sound, Seattle, Wash.; (3) Upper Columbia, Spokane, 
Wash.; (4) Mid- Columbia, Walla Walla, Wash.; (5) Southwestern, 
Eugene, Oreg. In addition, the north central Branch operates out 
of Puget Sound office, and the western Montana Branch out of the 
upper Columbia district office. 


THE WORK FORCE 


During the last war employment at BPA reached a total of 4,000 
employees with more than half of this total being trades or hourly 
employees. The majority of the work undertaken “during this period 
was on a “force account” basis, wherein Bonneville did its own con- 
struction, purchased the materials and equipment needed, and hired 
the labor force required to do the job at hand. Since the end of the 
war Bonneville has dropped “force account,”’ and let its construction, 
clearing, and some maintenance work on a contract basis to the 
successful bidder. 
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The employment picture on June 30, 1950, was as follows: 
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The hourly employees are made up of electricians, linemen, car- 
penters, plasterers, painters, machinists, ironworkers, teamsters, and 
others, with Constructing Lines and Substations, Operations, Main- 
tenance of Lines, and Mechanical Shops and Equipment employing 
the greater number. Of the annual employees, the Division of En- 
gineering has the largest number of employees, while the Division of 
Fiscal and Administrative Service is next with the Administrative 
Offices following in that order. In the Division of Engineering there 
are 211 employees; 200 in the Surveys and Mapping Section; and 159 
in Substation Design. The majority of employees of BPA hail from 
the States of Oregon and Washington. 

The Bonneville Project Act (Public No. 329, 75th Cong.) section 
10 (a) provides: 

The Secretary of Interior shall appoint, without regard to the civil-service 
laws, an Assistant Administrator, Chief Engineer, and General Counsel, and shall 
fix the compensation of each in accordance with the Classification Act of 1923, 
as amended. The Assistant Administrator shall perform the duties and exercise 
the powers of the Administrator, in the event of the absence or sickness of the 
Administrator until such absence or sickness shall cease and in the event of a 
vacancy in the Office of the Administrator until a successor is appointed. 

This same section also states the following: 


(5) The Administrator, the Secretary of War, and the Federal Power Commis- 
sion, respectively, are authorized to appoint, subject to the civil service laws, 
such officers and employees as may be necessary to carry out the purpose of this 
Act, the appointment of whom is not otherwise provided for, and to fix their 
compensation in accordance with the Classification Act of 1923, as amended. 
The Administrator may employ laborers, mechanics, and workmen in connection 
with construction work on the operation and maintenance of electrical facilities 
(hereinafter called ‘‘laborers, mechanics, and workmen’’), subject to the civil- 
service laws, and fix their compensation without regard to the Classification Act 
of 1923, as amended, and any other laws, rules, or regulations relating to the 
payment of employees of the United States except the Act of May 29, 1930 
(46 Stat. 468), as amended, to the extent that it otherwise is applicable. 

Removing the appointment of an Assistant Administrator, Chief 
engineer, and general counsel out from under the Civil Service 
Regulations has allowed the Secretary of the Interior to go out into 
the fields of industry and Government and procure the best men 

ossible for these positions. This authority as lodged in the Secretary 
1as worked to the benefit of Bonneville Power Administration. These 
men would be lost to BPA if it were not for this power given to the 
Secretary of the Interior. 

Part of the legislation just cited was brought into being in 1945, 
when the Bonneville Project Act was amended through Public Law 
201, Seventy-ninth Congress, chapter 433, first session, when BPA 
found itself confronted with dissatisfaction on the part of its hourly 
and trade employees. The act creating BPA proved inadequate in 
meeting conditions confronting it. It did not make for good relations 
between labor and management. The 1945 amendments and other 
sections as dealt with in section V of this report, constituted an effort 
by Bonneville to correct a bad situation then in existence. 
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Division of Power Management formulates and executes policies 
and activities relating to marketing and sale of power; makes load, 
hydraulic, rate and economic analyses required for planning and pro- 
graming generation and transmission facilities needed to serve pres- 
ent and future BPA power loads; administers BPA power sales pro- 
gram; negotiates sales and subsequent services under sales contracts; 
programs pending and prospective customers’ services. 

Division of Engineering develops and executes policies and activi- 
ties relating to engineering, design, construction, operation, and main- 
tenance of the Administration’s power facilities. 

There are four branches under the Division of Engineering: they 
are (1) Branch of System Engineering; (2) Branch of Operations; (3) 
Branch of Maintenance; (4) Branch of Design and Inspection. 

The Branch of Maintenance patrols and maintains all transmission 
lines, substations, and associated power facilities; controls, maintains 
and assigns tools, vehicles, and work equipme nt; operates and main- 
tains the administration’s garage and shop facilities; performs all 
force account construction work. 

The Branch of Design and Inspection designs transmission lines and 
substations and related power system facilities; supervises construc- 
tion schedules; prepares specifications relating to materials and 
equipment and contract construction work; supervises performance 
of contractors in the manufacture and delivery of materials and 
equipment and of construction work in the field. Other Branches 
are (1) Finance and Accounts, (2) Land and Office Service, (3) Pro- 
curement and Stores. These Branches are under the Division of 
Fiscal and Administrative Services. 

BPA has five district offices whose duties are as follows: Develop 
and maintain public relations; assist in negotiations of power sales 
contracts; develop customers’ service plans and perform related 
power marketing; assist BPA customers on management and operating 
problems and handle relationships with customers on matters of their 
respective contractual obligations to the Administration; conduct all 
other activities which properly can be handled efficiently by the 
district offices. 

The district offices are (1) Lower Columbia, Portland, Oreg.; 
(2) Puget Sound, Seattle, Wash.; (3) Upper Columbia, Spokane, 
Wash.; (4) Mid- Columbia, Walla W alla, Wash.; (5) Southwestern, 
Eugene, Oreg. In addition, the north central Branch operates out 
of Puget Sound office, and the western Montana Branch out of the 
upper Columbia district office. 


THE WORK FORCE 


During the last war employment at BPA reached a total of 4,000 
employees with more than half of this total being trades or hourly 
employees. The majority of the work undertaken | during this period 
was on a “force account” basis, wherein Bonneville did its own con- 
struction, purchased the materials and equipment needed, and hired 
the labor force required to do the job at hand. Since the end of the 
war Bonneville has dropped “force account,” and let its construction, 
clearing, and some maintenance work on a contract basis to the 
successful bidder. 
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The employment picture on June 30, 1950, was as follows: 
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The hourly employees are made up of electricians, linemen, car- 
penters, plasterers, painters, machinists, ironworkers, teamsters, and 
others, with Constructing Lines and Substations, Operations, Main- 
tenance of Lines, and Mechanical Shops and Equipment employing 
the greater number. Of the annual employees, the Division of En- 
gineering has the largest number of employees, while the Division of 
Fiscal and Administrative Service is next with the Administrative 
Offices following in that order. In the Division of Engineering there 
are 211 employees; 200 in the Surveys and Mapping Section; and 159 
in Substation Design. The majority of employees of BPA hail from 
the States of Oregon and Washington. 

The Bonneville Project Act (Public No. 329, 75th Cong.) section 
10 (a) provides: 

The Secretary of Interior shall appoint, without regard to the civil-service 
laws, an Assistant Administrator, Chief Engineer, and General Counsel, and shall 
fix the compensation of each in accordance with the Classification Act of 1923, 
as amended. The Assistant Administrator shall perform the duties and exercise 
the powers of the Administrator, in the event of the absence or sickness of the 
Administrator until such absence or sickness shall cease and in the event of a 
vacancy in the Office of the Administrator until a successor is appointed. 
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This same section also states the following: 

(5) The Administrator, the Secretary of War, and the Federal Power Commis- 
sion, respectively, are authorized to appoint, subject to the civil service laws, 
such officers and emplovees as may be necessary to carry out the purpose of this 
Act, the appointment of whom is not otherwise provided for, and to fix their 
compensation in accordance with the Classification Act of 1923, as amended. 


mes € 


The Administrator may employ laborers, mechanics, and workmen in connection 
with construction work on the operation and maintenance cf electrical facilities 
(hereinafter called “laborers, mechanics, and workmen’’), subject to the civil- 
service laws, and fix their compensation without regard to the Classification Act 
of 1923, as amended, and any other laws, rules, or regulations relating to the 
payment of employees of the United States except the Act of May 29, 1930 
(46 Stat. 468), as amended, to the extent that it otherwise is applicable. 

Removing the appointment of an Assistant Administrator, Chief 
engineer, and general counsel out from under the Civil Service 
Regulations has allowed the Secretary of the Interior to go out into 
the fields of industry and Government and procure the best men 

ossible for these positions. This authority as lodged in the Secretary 

as worked to the benefit of Bonneville Power Administration. These 
men would be lost to BPA if it were not for this power given to the 
Secretary of the Interior. 

Part of the legislation just cited was brought into being in 1945, 
when the Bonneville Project Act was amended through Public Law 
201, Seventy-ninth Congress, chapter 433, first session, when BPA 
found itself confronted with dissatisfaction on the part of its hourly 
and trade employees. The act creating BPA proved inadequate in 
meeting conditions confronting it. It did not make for good relations 
between labor and management. The 1945 amendments and other 
sections as dealt with in section V of this report, constituted an effort 
by Bonneville to correct a bad situation then in existence. 
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The headquarters of the Bonneville Power Administration is located 
in Portland, Oreg. All employment is done through this office. There 
are 1,000 employed in the main office in Portland, with the rest work- 
ing in the substations, maintaining and constructing lines and in 
Bonneville’s own shops and warehouses. 

While adhering to civil-service regulations, selections of annual 
employees are in accordance with such regulations and are made on 
the basis of merit and efficiency, factors such as ability, skill, train- 
ing, and experience being of paramount importance. The rights of 
veterans have been safeguarded in keeping with the Veterans’ Prefer- 
ence Act of 1944. 

BPA fills its permanent positions from the civil-service examination 
lists, with the announcement of these examinations coming from either 
the Civil Service regional office in Seattle, Wash., or through Bonne- 
ville’s own board of examiners. Employment in a permanent or tem- 
porary capacity is secured through acquiring a civil-service rating. 


V. BPA Anpb THE CoLumBtIA Power Trapes Counc. 


When the Bonneville Power Administration came into existence in 
1937, the problem confronting Bonneville was to start building the 
transmission lines and substations to handle the power generated at 
Bonneville Dam. The trades and crafts employed in this work were 
glad of the opportunity to get work due to the slow trade conditions 
then in existence in the Pacific Northwest and other sections of the 
Nation. The trades are all strongly organized in this region and have 
been so for the past three decades. During this time the unions have 
succeeded in securing conditions of work that are among the best in 
the Nation as far as the building trades, electricians, machinists, 
teamsters, and linemen are concerned. 

Bonneville in this period was a “new’’ agency. With no experience 
in labor recruitment to fall back upon, it was feeling its way as to the 
best means and methods of employing the needed help. The task 
was a difficult one at best. The Administration was further ham- 
strung in its efforts to secure good craftsmen and keep them because 
of the fact that its hourly employees were excluded from the Federal 
Social Security Act, and did not come under the retirement provisions 
of the Classification Act. Also an electrician, having worked for 
Bonneville, and finding himself laid off, received no unemployment 
compensation. If he had been employed by a private contractor in 
the Northwest, he would have received unemployment compensation. 
The Seattle Building Trades Council protested on August 28, 1944, 
that the Bonneville Power Administration practice of .hiring men 
for construction work on a temporary civil-service rating, at a lower 
hourly rate of pay than that paid by private contractors for similar 
work, was unfair to the men, to private contractors in the area, and 
would eventually lead to a breakdown in prevailing rates of pay, 
working conditions and standards. 

Workmen seeking work cannot lose too much time in getting a job, 
as in all likelihood the amount of work available in the course of a 
year is limited, especially in construction work. 

In this period of Bonneville’s operations there was dismay on the 
part of many of the men who tried to get work with Bonneville. 
Especially harmful were the long delays encountered by the meh 
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while their “‘papers’’ were being processed by the Civil Service Com- 
mission. Many a good craftsman whose skill was needed had to give 
up waiting and get “work elsewhere because he did not have the finan- 
cial resources to carry himself through while his papers were ‘“‘proc- 
essed.”” Bonneville was hamstrung. It could not hire the craftsmen 
directly. Their papers had to be cleared by Civil Service as provided 
for in the act creating BPA. Further, in many instances, Civil 
Service did not have a classification on the craft needed by Bonneville. 

Another factor that entered into the picture was BPA’s workweek 
in excess of 40 hours per week while the practice in private industry 
was a 5-day 40-hour week. The failure of Bonneville to pay overtime 
work at the premium overtime rate rankled labor during this early period. 

As time went on, these skilled craftsmen began to ask why they 
could not confer with management at Bonneville through union repre- 
sentatives as they were accustomed to do with management in the 
private utility systems of the Northwest. It did not make sense to 
them that the Federal Government, which encouraged private indus- 
try to bargain collectively with their employees, should not be willing 
to use this same method in a public enterprise which was in competi- 
tion with private undertakings. 

Because of the increasingly complicated wage and personnel pro- 
cedure, labor, and the Administration became confused and their 
working relations deteriorated, the result being that wage and other 
adjustments, which should have been made promptly, were delayed 
beyond all point of reasonableness. When it becomes difficult to 
decide upon a line of action it appears that the administrative tendency 
is to play safe and do nothing at all. This may seemingly protect a 
bureaucracy but it does not make for good labor relations. 

Other problems facing the individual unions were wages, travel time, 
apprentices, shop stewards, grievances, closed shop, and other related 
items. It soon became apparent to the various unions working on the 
BPA transmission lines and substations that if each trade was going to 
attempt to negotiate with Bonneville on its own without regard to 
other trade unions, the confusion resulting from such a state of affairs 
would not make for good will among the crafts, nor would it correct 
conditions and add to the efficiency of operation. With individual 
agreements expiring at different periods, construction would certainly 
be hampered. ‘Trades like the electricians, due to their large numbers 
employed in building these transmission lines, could conceivably secure 
better conditions for themselves than the other unions. Such a state 
of affairs would add to a feeling of uneasiness among the trades em- 
ployed at Bonneville. 

The various building trades councils in the principal cities of the 
Nation have for years s bargained collectively and concluded agreements 
with the various associations of building and construction contractors. 
The same practice is true of the metal trades, who through the various 
metal trades councils negotiated agreements with employers of their 
crafts engaged in construction and custom job work. ‘The electricians 
and the linemen had contracts with the private utilities in this region. 

The operating engineers, teamsters, painters, and laborers of Port- 
land have worked in cooperation with the Portland chapter of the 
Associated General Contractors of America. They signed the first 
State-wide heavy construction and highway agreement in America. 
Wages and standards were established and have been lived up to by 
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both labor and management. Similar agreements were developed 
between the Associated General Contractors and trades in Spokane, 
Seattle, and Tacoma. 

With these agreements and others serving as guides, the various 
crafts which were employed by Bonneville decided to band together 
so that they could work more effectively in bringing about an im- 
provement of working conditions. These efforts resulted in the for- 
mation of the Columbia Power Trades Council, which came into being 
in January of 1941 in Vancouver, Wash. A constitution and laws 
were drawn up setting forth the purpose of the council: 

The expanding interest of the Federal Government in the business of producing 
and distributing electric power, and the effect of same upon the economy of the 
Pacific Northwest, makes necessary the creation of an agency of labor, whereby 
fair and equitable labor relations between the Federal Government, as an em- 
ployer, and those persons whom it employs may be developed. 

Therefore, to coordinate and harmonize the activities of those labor organi- 
zations whose members are employed in the federally owned power industry in 
the Pacific Northwest, and to improve, promote, and protect the social, economic, 
and physical well-being of those so employed, and to advance the development of 
the Federal power program, this nonprofit and unincorporated organization is 
formed. 

The activities of the council are financed through an annual affilia- 
tion fee of $10 per each delegate seated, which payment grants full 
participation in the business of the council for a full calendar year. 
Any organization desirous of availing itself of membership in the coun- 
cil pays the full amount of the affiliation fee regardless of the time of 
year in which it becomes affiliated. Officers of the council were D. E. 

‘\ickerson, executive secretary of the Oregon State Federation of 
Labor, who was selected president of the Columbia Power Trades 
Council; James A. Taylor, president of the Washington State Federa- 
tion of Labor, vice president; Oscar G. Harbak, international repre- 
sentative, IBEW, executive secretary; while the executive board 
included representatives of some 35 trades and crafts from widely 
scattered localities in Oregon and Washington. 

The council in its early days did not get beyond a few talks with 
the BPA’s officers or spokesmen. Not until the winter of 1944-45 
did the council set up a committee of five prepared to speak for the 
local unions who were members of the council. 

Relations between Bonneville and the council continued to move 
along, but as far as labor was concerned they continued to deteriorate 
rather than improve. It was clear by 1944 that after 7 years of 
operation Bonneville had to find a new approach if the relations 
between labor and management were to be improved and cooperation 
between workers and management brought about. Bonneville was 
not threatened with strikes or work stoppages at the time, though 
conditions and the consequent relations were becoming so bad that 
it was only a question of time before such an emergency developed. 
The Bonneville Power Administration could have let matters drift 
and waited until the employees forced the issue; or it could have taken 
stock of the situation, formulated a policy, and invited its employees 
through their labor representative to try to thrash out their problems. 
Bonneville chose the latter. 

Based upon the promise of a new labor attitude on the part of the 
Administration as announced by Administrator Raver in his letter to 
the Oregon State Federation of Labor, and heartened by a study of 
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the successful cooperation between the Tennessee Valley Authority 
and the Tennessee Valley Trades Council, organized labor of the 
Northwest through the Columbia Power Trades Council decided to 
contact the Bonneville Power Administration, using the agreement 
between TVA and the Tennseee Valley Trades and Labor Council as 
starting point in the Columbia Power Trade Council efforts to see if 
they could reach a similar agreement with the Bonneville Power Ad- 
ministration. The council set up a committee which in December of 
1944 sent to Dr. Paul J. Raver, Administrator of Bonneville, a request 
for an opportunity to talk over with him the possibilities of entering 
into an agreement along the lines the hourly employees of TVA had 
negotiated with that agency. 

In January 1945, Dr. Raver set up a committee to determine what 
could be done to put labor relations in BPA on a sound basis. At the 
first meeting the two committees decided that each should prepare 
a written statement setting forth ideas on the working relationship 
between Bonneville and its employees. These statements revealed 
the items of accord and of disagreement and laid the foundation upon 
which a start could be made toward an agreement. * 

It is the usual practice for labor representatives to submit proposals 
or demands for the consideration of management representatives, who 
in turn advance counterproposals. Negotiations commenced in this 
manner, but the initial exchange of ideas altered the whole procedure. 
It dispelled any doubt on the part of the unions as to the readiness 
of Bonneville to work out a sound relationship. Discussions and con- 
ferences proceeded not as if labor was trying to pry something out of 
a reluctant management but rather as if both were faced with a com- 
mon problem: how best to carry on their future relationship so that 
the interests of employees, management, and the public would be 
effectively served. 

After each committee had gone over the other’s proposal, joint con- 
ferences were resumed. Many difficulties had to be surmounted in 
part due to the far-flung nature of Bonneville’s undertaking and the 
fact that it is an agency of the Federal Government. It was not easy 
for the workmen representing the council and brought up in the hard 
school of collective bargaining as developed under free enterprise to 
distinguish between the red tape of the authority and discretion vested 
in a public administrator responsible to the Federal Government and 
the relative freedom of a private utility manager answerable only to 
the chief executive of a company. 

Finally after many meetings and exchanges of ideas, an agreement 
was hammered out with the trades and crafts represented by the 
unions operating through the Columbia Power Trades Council. Real 
contributions to the negotiation and substance of this agreement dur- 
ing this period were made by Marion Hedges, research director of the 
IBEW, and the late Otto Beyer of the National Mediation Board. 

The preamble of the agreement between the Columbia Power 
Trades Council and the Administrator of the Bonneville Power Ad- 
ministration states: 

These articles constitute an agreement between the Administrator of the 
Bonneville Power Administration, hereinafter termed the ‘Administrator,’ 
acting through the Administration’s supervisory staff, and those hourly employees 
not subject to the Classification Act of 1949, as amended, of the Administration 
in the trades and crafts represented by the following unions operating and co- 
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operating through the Columbia Power Trades Council, hereinafter referred to 
as the ‘“‘council,”’ the unions acting through the council being recognized as the 
representatives of these employees on the basis of each union including within 
its membership a majority of the employees in its particular trade or craft. 
(1) Brotherhood of Painters, Decorators, and Paperhangers of America. 
(2) International Brotherhood of Blacksmiths, Drop Forgers, and Helpers. 
(3) International Association of Machinists. 
(4) International Brotherhood of Electrical Workers. 
(5) International Hod Carriers, Building and Common Laborers’ Union of 
America. 
(6) International Union of Operating Engineers. 
(7) Sheet Metal Workers’ International Association. 
(8) International Union of Wood, Wire, and Metal Lathers. 
(9) Operative Plasterers’ and Cement Finishers’ International Association. 
(10) United Association of Plumbers and Steam Fitters. 
(11) United Brotherhood of Carpenters and Joiners. 
(12) Bricklayers, Masons, and Plasterers International Union of America. 
(13) International Brotherhood of Teamsters, Chauffeurs, Warehousemen, 
and Helpers. 
(14) United Slate, Tile, and Composition Roofers, Damp and Waterproof 
Workers Association. 
(15) International Association of Bridge and Structural Iron Workers. 
(16) International Brotherhood of Boiler Makers, Iron Ship Builders, 
Welders, and Helpers. 


Section 2.1 of the agreement further states: 


It is recognized that the office of the Administrator of the Bonneville Power 
Administration is an agency of the Government of the United States; that it is 
dedicated to the accomplishment of the public purposes for which it has been 
created as set forth in the Bonneville Project Act of August 20, 1937, as amended, 
and to the discharge of the public duties and responsibilities vested in the Admin- 
istrator by that act, by Executive order of the President, No. 8526, dated August 
26, 1940, and by orders of the Secretary of the Interior; and that in the accomplish- 
ment of those public purposes and the discharge of those duties and responsibilities 
the Administrator and the employees must comply with and conform to all applica- 
able Federal laws, Executive orders, regulations, and policies, all of which laws, 
orders, regulations, and policies are regarded as paramount. 


Section 2.2: 


The Administrator and the council further recognizes that cooperation by the 
Administrator and the employees on the basis of mutual understanding between 
them arrived at through the process of collective bargaining is indispendable to 
the accomplishment of those public purposes. 


Section 3: 


The Administrator and the council also recognizes that they have a common 
and sympathetic interest in the power industry in the Pacifie Northwest and its 
development and that the promotion of their common interests will be furthered 
and extended by the establishment and maintenance of labor-management co- 
operation between the Administration and the employees. 


Section 4: 


Therefore, the Administrator and the council hereby agree to establish the 
conference and consultative machinery and procedure hereinafter provided for 
the following purposes: 

(1) To provide for fair and reasonable rates of pay, hours, and working con- 
ditions for the employees concerned in the territory in which the Administration’s 
activities are or may be carried on; (2) to insure the making of appointments and 
promotions on a merit basis; (3) to promote stability of employment and to estab- 
lish satisfactory tenure; (4) to provide for improvement and betterment programs 
designed to aid the employees in achieving their acknowledged and recognized 
objectives; (5) to promote the highest degree of efficiency and responsibility in 
the performance of the work and the accomplishment of the public purposes of 
the Administration; (6) to adjust promptly all disputes arising between them, 
whether related to matters covered by this agreement or otherwise; (7) to promote 
systematic labor-management cooperation between the Administration and its 
employees, and (8) to aid the reestablishment in civilian life of returning veterans. 
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Section 5: 

This agreement is applicable to those hourly employees of the Administration, 
not subject to the Classification Act of 1949, as amended, a majority of whom in 
any particular trade or craft has designated as their representative a particular 
union affiliated with the council and through it a signatory of this agreement. 

This agreement with its various sections which are treated in other 
chapters of this report covers all subjects of specific and general inter- 
est to both labor and management. The present agreement which 
became effective June 18, 1950, supersedes the agreements of May 2, 
1945, February 3, 1946, August 18, 1946, and October 9, 1949. This 
agreement remains in force until June 16, 1951. After that date the 
agreement is subject to automatic renewal from year to year, provided 
that either party may give the other party written notice of its desire 
to effect changes by joint conference. 


RELATIONS WITH UNION REPRESENTATIVES 


The efficient handling of specific matters in accordance with estab- 
lished practices and procedures under the agreement requires coopera- 
tion between supervisory employees and union representatives of 
employees, and the prompt solution of differences which may arise. 
In order to resolve any misunderstanding or friction between repre- 
sentatives of the Authority and representatives of the council, a union 
representative who has questions about the handling of a specific 
matter or the attitude expressed by a supervisor, or a supervisor who 
has questions about the handling of a matter or the attitude expressed 
by a union representative, will arrange.a meeting through his imme- 
diate superior with the other party to discuss the problem and try to 
reach a mutually satisfactory understanding in line with established 
policies. If an understanding is not reached, the superior will advise 
either party of the appropriate procedure under which further action 
may be taken. 

Kach union affiliated with the Columbia Power Trades Council 
agrees to designate one of its officers to act as its territorial repre- 
sentative for Bonneville. Such representative clears all matters which 
require attention at the BPA main office in Portland, Oreg. Bonne- 
ville has agreed that in order to enable the council’s representatives 
to discharge their responsibilities under the agreement, authorized 
labor representatives are permitted to visit the places of work of 
Bonneville during working hours. The authorized representatives con- 
fine their activities during the hours of work to matters as set forth 
in the agreement. Upon visiting a job that is underway, or substation 
or warehouse, the labor representative makes his presence known to 
management, 


SHOP STEWARDS 


Shop stewards designated by their respective unions furnish the 
Administration with their names which are posted on appropriate bulle- 
tin boards. The shop stewards are authorized to perform and dis- 
charge the duties and responsibilities which may be properly assigned 
to them by their union under this agreement and BPA agrees that 
there shall be no discrimination against a shop steward because of the 
performance of such duties. 
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UNION MEMBERSHIP 


The agreement further provides that there shall be no discrimina- 
tion against any employee of BPA because of membership in any 
union which has signed this agreement. Membership on the part-of 
an employee in the unions that have signed this agreement, is con- 
sidered conducive to the accomplishment of the purposes of the Ad- 
ministration. Such membership is not to be discouraged by anyone 
acting in a supervisory capacity with BPA. The unions agree to 
accept such employees as members upon the same basis and terms 
as other applicants are accepted. 


MEDIATION AND ARBITRATION 


Under the agreement between Bonneville and the Columbia Power 
Trades Council, mediation and arbitration as a means of settling a 
dispute can be utilized in the following manner: Either party may 
utilize the services of a mediator who shall be selected by both parties 
from a panel of five persons previously agreed to by the council and 
Administration. If the mediator is unsuccessful, the trades council 
and BPA shall submit their disagreement to arbitration, with each 
party appointing an arbitrator. These two arbitrators with the help 
of the mediator shall within 5 days agree upon a third arbitrator. If 
the parties are unable to agree upon an arbitrator the mediator shall 
then appoint such arbitrator. The decision of the majority of such 
arbitrators shall be final and binding on both parties. All decisions 
of arbitrators or others are to conform to the provisions of the agree- 
ment. The expenses of mediation, arbitration, or settlement of any 
matter by a referee is borne jointly by the Bonneville Power Admin- 
istration and the Columbia Power Trades Council. 


DISTRIBUTION OF AGREEMENT 


One of the good features of the agreement between the Bonneville 
Power Administration and the Columbia Power Trades Council i 
the requirement that each hourly employee of the Administration, 
upon his being hired, receives a copy of the agreement. This distri- 
bution gives the employee an opportunity to readily determine just 
what rights and privileges he has and other items embodied in the 
agreement that directly affect him. With this ready source of infor- 
mation available, the trades employee of Bonneville can readily 
ascertain the extent and scope of conditions under which he is work- 
ing. He can do this himself through reading the agreement. He 
does not need to obtain information about his working conditions 
second-hand. 


THE POSITION OF THE INTERNATIONAL ASSOCIATION OF MACHINISTS 
IN THE COUNCIL 


At this writing the International Association of Machinists are in 
the Columbia Power Trades Council more or less on sufferance of the 
other member unions. The machinists have not been affiliated with 
the A. F. of L. since 1945 when they left the federation. The machin- 
ists have attempted each year to pay their dues to the council but 
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their offered payment has beenreturned. The machinists are allowed 
to attend the meetings of the council although they have no vote. 
However, the machinists do take part in wage conferences and par- 
ticipate in the wage negotiations and are furnished complete reports 
of all the meetings. 

This set-up within the council is very unsatisfactory as far as the 
machinists are concerned. They would like to carry their weight and 
take part in the decisions of the council. The machinists feel that it is 
most unfair on the part of the carpenters along with the operating 
engineers and the steamfitters who have succ eeded in keeping the 
International Association of Machinists out of an active part in the 
workings of the Columbia Power Trades Council.’ 

There are 16 unions in the Columbia Power Trades Council who are 
parties to the collective agreement with the Bonneville Power Admin- 
istration. This is two more than the number in the agreement 
between TVA and the Tennessee Valley Trades and Labor Council. 
The International Association of Bridge, Structural, and Ornamental 
Iron Workers are not parties to the TVA agreement, because they 
claim their constitution and bylaws do not allow the ironworkers to 
become parties to any agreement which does not provide for union 
security. In spite of this, the ironworkers are members of the Colum- 
bia Power Trades Council and take an active part in the deliberations 
of the council. The present president of the council is John O’ Neill 
who has been a member of the International Association of Bridge, 
Structural, and Ornamental lron Workers for 30 years, 


THE OFFICERS OF THE COLUMBIA POWER TRADES COUNCIL 


There are two men who have made outstanding contributions to 
the founding and success of the Columbia Power Trades Council. 
They are Mr. Robert B. Sheets, chairman of the negotiating committee 
and international vice president of the Hod Carriers and Common 
Laborers Union, A. F. of L., and Mr. Oscar G. Harbak, secretary of 
the council, and international vice president of the International 
Brotherhood of Electrical Workers, A. F. of L. 

Both of these men have come up from within the ranks of their 
own trade. Mr. Sheets has been a member of the laborers’ union 
since 1923, and past president of local 252 in Seattle, Wash., for : 
rood many years. Mr. Harbak worked as a lineman for 22 years, 
Soci joined the IBEW in 1917. He has been a vice president of 
the IBEW since 1947, and executive secretary of the Columbia Power 
Trades Council from its inception. These two workmen were respon- 
sible more than anyone else for the formation of the council and the 
agreement with Bonneville. 

Both of these men have taken an active part in all the negotiations 
of the council with the Bonneville Power Administration. Under 
their guidance and help, the collective agreement between the Colum- 
bia Power Trades Council and BPA has been successively amended 
and improved to its present status. These men feel that they have 
made enormous strides in the improvement of working conditions on 
Bonneville over those that were previously in existence. 

While the unions in their collective agreement with the Bonneville 
Power Administration do not have a union shop, they have accepted 


2 It was announced ies International Association of Machinists on January 3, 1951, that the machinists 
were rejoining the A. 
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UNION MEMBERSHIP 


The agreement further provides that there shall be no discrimina- 
tion against any employee of BPA because of membership in any 
union which has signed this agreement. Membership on the part-of 
an employee in the unions that have signed this agreement, is con- 
sidered conducive to the accomplishment of the purposes of the Ad- 
ministration. Such membership is not to be discouraged by anyone 
acting in a supervisory capacity with BPA. The unions agree to 
accept such employees as members upon the same basis and terms 
as other applicants are accepted. 


MEDIATION AND ARBITRATION 


Under the agreement between Bonneville and the Columbia Power 
Trades Council, mediation and arbitration as a means of settling a 
dispute can be utilized in the following manner: Either party may 
utilize the services of a mediator who shall be selected by both parties 
from a panel of five persons previously agreed to by the council and 
Administration. If the mediator is unsuccessful, the trades council 
and BPA shall submit their disagreement to arbitration, with each 
party appointing an arbitrator. These two arbitrators with the help 
of the mediator shall within 5 days agree upon a third arbitrator. If 
the parties are unable to agree upon an arbitrator the mediator shall 
then appoint such arbitrator. The decision of the majority of such 
arbitrators shall be final and binding on both parties. All decisions 
of arbitrators or others are to conform to the provisions of the agree- 
ment. The expenses of mediation, arbitration, or settlement of any 
matter by a referee is borne jointly by the Bonneville Power Admin- 
istration and the Columbia Power Trades Council. 


DISTRIBUTION OF AGREEMENT 


One of the good features of the agreement between the Bonneville 
Power Administration and the Columbia Power Trades Council 
the requirement that each hourly employee of the Administration, 
upon his being hired, receives a copy of the agreement. This distri- 
bution gives the employee an opportunity to readily determine just 
what rights and privileges he has and other items embodied in the 
agreement that directly affect him. With this ready source of infor- 
mation available, the trades employee of Bonneville can readily 
ascertain the extent and scope of conditions under which he is work- 
ing. He can do this himself through reading the agreement. He 
does not need to obtain information about his working conditions 
second-hand. 


THE POSITION OF THE INTERNATIONAL ASSOCIATION OF MACHINISTS 
IN THE COUNCIL 


At this writing the International Association of Machinists are in 
the Columbia Power Trades Council more or less on sufferance of the 
other member unions. The machinists have not been affiliated with 
the A. F. of L. since 1945 when they left the federation. The machin- 
ists have attempted each year to pay their dues to the council but 
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their offered payment has beenreturned. The machinists are allowed 
to attend the meetings of the council although they have no vote. 
However, the machinists do take part in wage conferences and par- 
ticipate in the wage negotiations and are furnished complete reports 
of all the meetings. 

This set-up within the council is very unsatisfactory as far as the 
machinists are concerned. They would like to carry their weight and 
take part in the decisions of the council. The machinists feel that it is 
most unfair on the part of the carpenters along with the operating 
engineers and the steamfitters who have succeeded in keeping the 
International Association of Machinists out of an active part in the 
workings of the Columbia Power Trades Council.’ 

There are 16 unions in the Columbia Power Trades Council who are 
parties to the collective agreement with the Bonneville Power Admin- 
istration. This is two more than the number in the agreement 
between TVA and the Tennessee Valley Trades and Labor Council. 
The International Association of Bridge, Structural, and Ornamental 
Iron Workers are not parties to the TVA agreement, because they 
claim their constitution and bylaws do not allow the ironworkers to 
become parties to any agreement which does not provide for union 
security. In spite of this, the ironworkers are members of the Colum- 
bia Power Trades Council and take an active part in the deliberations 
of the council. The present president of the council is John O’ Neill 
who has been a member of the International Association of Bridge, 
Structural, and Ornamental Iron Workers for 30 years. 


THE OFFICERS OF THE COLUMBIA POWER TRADES COUNCIL 


There are two men who have made outstanding contributions to 
the founding and success of the Columbia Power Trades Council. 
They are Mr. Robert B. Sheets, chairman of the negotiating committee 
and international vice president of the Hod Carriers and Common 
Laborers Union, A. F. of L., and Mr. Oscar G. Harbak, secretary of 
the council, and international vice president of the International 
Brotherhood of Electrical Workers, A. F. of L. 

Both of these men have come up from within the ranks of their 
own trade. Mr. Sheets has been a member of the laborers’ union 
since 1923, and past president of local 252 in Seattle, Wash., for a 
good many years. Mr. Harbak worked as a lineman for 22. years, 
having joined the IBEW in 1917. He has been a vice president of 
the IBEW since 1947, and executive secretary of the Columbia Power 
Trades Council from its inception. These two workmen were respon- 
sible more than anyone else for the formation of the council and the 
agreement with Bonneville. 

Both of these men have taken an active part in all the negotiations 
of the council with the Bonneville Power Administration. Under 
their guidance and help, the collective agreement between the Colum- 
bia Power Trades Council and BPA has been successively amended 
and improved to its present status. These men feel that they have 
made enormous strides in the improvement of working conditions on 
Bonneville over those that were previously in existence. 

While the unions in their collective agreement with the Bonneville 
Power Administration do not have a union shop, they have accepted 


2 It was announced by - {international Association of Machinists on January 3, 1951, that the machinists 
were rejoining the A. F. 
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the decision of the council as to why it is impossible for BPA to grant 
one, and have gone along with the provision in the agreement on 
union membership. ‘This is not to say that a union shop is still not 
one of the ultimate goals of the council. These officials strongly feel 
that they should have a union shop, as they now have in their agree- 
ments with the private utilities in the Northwest. 


FORCE ACCOUNT 


From its inception, until the end of World War II, Bonneville per- 
formed all its work under force account. Since the end of the war 
BPA has let out almost all its work on a contract basis. Some of the 
unions who are members of the council favor contract work over 
force account. ‘This is especially true with regard to the Interna- 
tional Association of Bridge, Structural, and Ornamental Iron 
Workers and the Hod Carriers, Building and Common Laborers 
Unions. They feel that only through this means can they maintain 
effectual bargaining relations with private contractors. Their experi- 
ence has reinforced this conviction for working conditions under force 
account have not always been good in this region. Mr. Sheets feels 
that with private contractors getting the work the relationship is 
much closer; grievances and disputes can be more quickly adjusted 
and, above all, the union has a contract with the contractor and a 
union shop, something that it does not have with BPA or any other 
Government agency. 

They do feel, however, that present working conditions on Bonne- 
ville as embodied in the collective agreement are now in many in- 
stances superior to those in private utility companies in the North- 
west. Conditions have greatly improved on Bonneville since the 
agreement was signed in 1945. There is no comparison with working 
conditions as previously existed under force account. 

In this regard the following statement is of interest. Dr. Paul J. 
Raver, Administrator of the Bonneville Power Administration, in a 

oe ae R ‘ 
communication to Mr. Oscar Harbak, secretary of the Columbia 
Power Trades Council, had the following to say about force account: 

As you have been orally advised, the Administration proposes to continue the 
employment of a minimum number of construction personnel on a permanent basis 
to constitute a basic constructicn organization. The organization will provide 
the Administration with a nucleus staff to enable it to perform construction work 
of a minor or emergency character and, in addition, substation facilities and major 
construction work of a novel or highly complex and specialized character. Sub- 
station and other buildings and transmission lines and facilities for which adequate 
specifications and complete and concise plans can be prepared, and where the time 
allowances will permit the letting of contracts, will normally be let for construction 
by private contractors pursuant to contracts entered into in accordance with 
standardized Government contract procedure. The policy cf empleving private 
contractors to perform the major portion of the Administration’s construction 
work is, of course. ecnditioned upon our being able to enter into standard construc- 
tion contracts with responsible, qualified, and experienced contractors who are 
both equipped to undertake the desired constructicn and perform it within the 
scheduled times in accordance with the terms and specifications of the con- 
struction contract and willing tc do so for a fair and reasonable price. 

The foregoing constitutes a statement of over-all policy. It does not mean 
that it will be uniformly applied in all instances; on the contrary, it is sufficiently 
flexible in its application to permit departures in any particular instance if it 
appears desirable or necessary that this be done. Nor should it be taken to mean 
that the Administraticn in any way abandcns the right to undertake the per- 
formance itself of any construction work where necessary. The reservation of 
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that right is essential to insure the proper discharge of the duties and responsi- 
bilities imposed upon this Administration by the Bonneville Project Act and other 
statutes and regulations under which it operates. 

I feel quite certain that you and the members of the committee representing 
the Columbia Power Trades Council not only fully understand the policy of this 
Administration, but appreciate the manner in which the Administration proposes 
to carry out that policy and the factors and considerations which influence it 
in doing so. 


. 


SOCIAL SECURITY AND UNEMPLOYMENT COMPENSATION 


In order to bring its craftsmen under social security and provide 
unemployment compensation which private industry in the area was 
providing, Bonneville succeeded in having Congress pass the follow- 
ing legislation on October 23, 1945 (Public Law No. 201, 79th Cong., 
[st sess.): 


Src. 7 (a) Section 1426 of the Internal Revenue Code, as amended, is amended 
by adding at the end thereof the following new subsection: 

“(j) CerTaIN EMPLOYEES OF BONNEVILLE PowER ADMINISTRATOR.—The term 
‘employment’ shall include such service as is determined by the Bonneville Power 
Administrator (hereinafter called the Administrator) to be performed after 
December 31, 1945, by a laborer, mechanic, or workman, in connection with con- 
struction work or the operation and maintenance of electrical facilities, as an 
employee performing service for the Administrator, but shall not include any 
service performed by such a laborer, mechanic, or workman, to whom the Act of 
May 29, 1930 (46 Stat. 468), as amended, applies. The term ‘wages’ means, with 
respect to service which constitutes employment by reason of this subsection, 
such amount of remuneration as is determined (subject to the previsions of this 
section) by the Administrator to be paid for such service. ‘The Administretor is 
authorized and directed to comply with the provisions of the interna] revenue 
laws on behalf of the United States as the employer of individuals whose service 
constitutes employment by reason of this subsection.” 

(b) Section 209 of the Social Security Act, as amended is amended by adding 
at the end thereof the following new subsection: ‘ 

““(p) (1) The term ‘employment’ shall include such service as is determined 
by the Bonneville Power Administrator (hereinafter called the Administrator) to 
be performed after December 31, 1945, by a laborer, mechanic, or workman, in 
connection with construction work or the operation and maintenance of electrical 
facilities, as an employee performing service for the Administrator, but shall not 
include any service performed by such a laborer, mechanic, or workman, to whom 
the act of May 29, 1930 (46 Stat. 468), as amended, applies. 

(2) The Social Security Board shall not make determinations as to whether an 
individual has performed services which are employment by reason of this sub- 
section, the periods of such services, the amounts of remuneration for such 
services which constitutes ‘wages’ under the provisions of this seetion, or the periods 
in which or for which such wages were paid, but shall accept the determinations 
with respect thereto of the Administrator, and such agents as he may designate, 
as evidenced by returns filed by the Administrator as an employer pursuant to 
section 1426 (j) of the Internal Revenue Code and certifications made pursuant to 
this subsection. Such determinations shall be final and conclusive. 

““(3) The Administrator is authorized and directed, upon written request of the 
Social Security Board, to make certification to it with respect to any matter de- 
terminable for the Board by the Administrator under this subsection, which the 
Board finds necessary in administering this title.” 

(c) Section 1606 of the Internal Revenue .Code, as amended, is amended by 
adding at the end thereof the following new subsection: : 

““(e) The legislature of any State may, with respect to service to be performed 
after December 31, 1945, by a laborer, mechanic, or workman, in connection 
with construction work or the operation and maintenance of electrical facilities, 
as an employee performing service for the Bonneville Power Administrator 
(hereinafter called the Administrator), require the Administrator, who for the 
purposes of this subsection is designated as instrumentality of the United States, 
and any such employee, to make contributions to an unemployment fund under 
a State unemployment fund, under a State unemployment compensation law 
approved by the Board under Section 1603 and to comply otherwise with such 
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law. Such permission is subject to the conditions imposed by subsection (b) of 
this section upon permission to State legislatures to require contributions from 
instrumentalities of the United States. The Administrator is authorized and 
directed to comply with the provisions of any applicable State unemployment 
compensation law on behalf of the United States as the employer of individuals 
whose service constitutes employment under such law by reason of this subsection.’ 


This complex piece of legislation shows the length to which Bonne- 
ville had to go in order to bring its hourly employees under social 
security and at the same time be given the power to make contribu- 
tions and deductions to the State une mployment compensation 
commissions. 

This legislation corrected a deficiency which had plagued BPA 
since it came into existence. It removed a bone of contention on the 
part of the workmen who were not previously covered by these vital 
measures. It proved to labor that the Administration was trying to 
bring necessary benefits to the hourly employees of Bonneville. 
While bringing benefits to labor, the passage of this legislation was in 
keeping w ith BPA’s own best interests. It put Bonneville in a better 
position to conform with practices of private industry in the recruit- 
ment of labor. Before its passage, BPA could not offer its hourly 
employees either unemployment compensation or social security. 
Now it can. 

REDUCTION IN FORCE 


The BPA agrees to give the maximum amount of advance notice, 
consistent with sound management, of contemplated reductions in 
force. All reductions in force will be made in accordance with the 
rules and regulations of the Civil Service Commission which provide 
for such considerations as efficiency ratings, veterans’ preferences, and 
longevity of service. 

DUAL APPOINTMENTS 


Bonneville Power, in order to effectuate its objectives to insure 
permanent and continuous employment and to meet the needs for 
continuous and uninterrupted service, can give an employee a dual 
appointment, that is, employ an employee for two (or more) distinct 
types of work within the same craft. 

An employee given a dual appointment will receive for performance 
of the work upon which he is at any time engaged the rate of pay 
applicable to such work. If an employee is employed at two or more 
classifications in the same half day, he will receive the higher or highest 
rate of pay for that half day. The hourly rate of the first classification 
in a given combination is considered to be the base rate of pay and is 
the rate at which the employee has worked at least 60 percent of the 
time during the preceding 6-month period. Six months after a dual 
appointment is made and each 6 months thereafter, such dual appoint- 
ment is reviewed to determine the base rate. 

An employee given a dual appointment is charged for annual and 
sick leave at the base rate of pay. Holiday pay is at the same rate of 
pay as that received for the day previous to the holiday and is not to 
be less than the base rate of pay. 

The reclassification of an operator or dispatcher to a dual rating is 
considered a promotion and all dual vacancies are circularized. Any 

operator or dispatcher promoted to a dual rating must possess the 
minimum qualifications for the higher rating. The dropping of the 
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lower rating from the title of a dual operator or dispatcher is not 
considered a promotion and no circular is required prior to such action. 


SHOP-TO-SHOP TRAVEL 


Each employee is assigned a designated place or places to report for 
work. The employees report at the place designated at the commence- 
ment of the workday and after reporting are regarded to be on duty. 
Travel from shop to shop (travel between the place of reporting and 
the actual place of work) is part of the employee’s working time and 
any transportation necessary is provided by BPA. 

A substation operator assigned to relief duty at a station rather 
than his headquarters travels on Administration time. When it is to 
the best interest of Bonneville Power to require an operator to travel 
before or after his scheduled shift, he is compensated for the travel at 
two times the basic rate of pay for a predetermined amount of time. 
This in no way restricts the right of a supervisor to assign an operator 
to a station in a per diem status. 


HOURS OF WORK 


The standard workweek consists of five consecutive standard work- 
days, aggregating 40 hours per week—Monday through Friday— 
except for shift operations consisting of tours of duty of more than 
five consecutive standard workdays. The standard workday on 
Bonneville consists of 8 hours, exclusive of the meal period, in any 
24-hour period without regard to any particular shift or the number of 
shifts which may be scheduled. The hours of work are from 8 a. m. 
to 12 noon and from 12:30 to 4:30 p. m. 


CLASSIFICATION AND DEFINITION 


The following general classifications are recognized: electrician 
general foreman, electrician foreman, electrician working foreman, 
journeyman electrician, journeyman cable splicer, apprentice electri- 
cian, electrician helper; lineman foreman, lineman working foreman, 
journeyman lineman, apprentice lineman, line truck operator, ground- 
man; senior power dispatcher, power dispatcher, assistant power dis- 
patcher, chief substation operator class A, chief substation operator 
class B, senior substation operator, journeyman substation operator, 
appre ntice substation operator, junior substation operator. 

The eee. general definitions apply to the classifications: 

(1) A gene ral foreman is an employee directing foremen and work- 
ing foremen. 

(2) A foreman is an employee in charge of a job and directing five 
or more men, including himself. He must be able to qualify as a 
journeyman in the particular branch of the trade in which he is em- 
ployed. When so appointed, his rate is not changed on account of 
temporary changes of personnel in his crew. 

(3) A journeyman is an employee who has had at least 3 years’ 
experience in one or more of said branches of the trade. After 3 
years’ experience he is eligible to be classed as a journeyman subject 
to approval of the C entral Joint Council on Apprentice ship. 

The following specific definitions apply to the classifications: 
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(t) An electrician working foreman is an employee, under the supervision of 
an electrician foreman, directing the work of not to exceed five men, not more 
than four of whom may be journeymen, including himself. When working on 
energized equipment, he may have under his direction not to exceed four men, 
not more than two of whom may be journeymen, including himself. He must 
be able to qualify as a journeyman in the particular branch of the trade in which 
he is employed. 

(2) An electricians’ helper is an employee who enters the service with little 
or no electrical experience and with the intention of learning one or more branches 
of the trade. After 6 months’ employment he may be classed as an apprentice 
if he has shown proper qualifications. 

(3) A lineman working foreman is an employee in charge of a job and directing 
not to exceed four men, not more than two of which may be journeymen includ- 
ing himself. He must be able to qualify as a journeyman in the particular branch 
of the trade in which he is employed. 

(4) A groundman is a lineman’s helper. 

(5) A senior power dispatcher is an employee in charge of a shift who acts as 
a power dispatcher and directs other power dispatchers, and is a qualified journey- 
men in his particular branch of the trade. When so appointed, his rate is not 
changed on account of temporary changes in personnel in his crew. 

(6) A power dispatcher is a journeyman operator with at least 1 year’s ex- 
perience as an assistant power dispatcher. 

(7) An assistant power dispatcher is an employee who has entered the dis- 
patching field and must be a qualified journeyman operator. Assistant power 
dispatchers are rated as power dispatchers at the expiration of 1 vear. 

(8) A chief substation operator class A is an employee in charge of a class A 
station and directing others, including senior substation operators, and/or is an 
employee in charge of a substation, who in addition to his regular duties has 
charge of five additional substations and five additional employees. He is a 
qualified journeyman in his particular branch of the trade, and when so appointed, 
his rate is not changed on account of temporary changes in personnel in his station. 


WORKING RULES FOR LINEMEN 


(1) All framing and erecting of poles or towers is done by journey- 
men linemen assisted by groundmen. Stubbing of poles and digging 
of holes by hand is done by groundmen under the supervision of a 
journeyman lineman. 

(2) All work on service wires and conduits is done by linemen or 
electricians. 

(3) There is a line truck operator on all line gang trucks doing 
maintenance work when line trucks are equipped with a winch and/or 
an A-frame. 

(4) Patrolling of lines is done by journeymen linemen who may be 
assisted by groundmen. 

(5) No hot line work is performed on any administration circuits 
except on the “hold out’’ order from the load dispatcher. 

(6) When working on 230-kilovolt circuits “hot”, three linemen 
work together on each conductor handled. They are served by three 
competent helpers and do not touch the line with the sticks except 
when the foreman is watching. 

(7) When working on 110-kilovolt circuits “hot’’, two linemen work 
together on each conductor handled. They are served by two com- 
petent helpers and do not touch the line with the sticks except when 
the foreman is watching. 

(8) When changing crossarms on a wood line “hot circuit,” a com- 
plete complement of linemen is on each pole—that is, three on 230- 
kilovolt circuits and two on 110-kilovolt circuits. 

(9) Two hundred and thirty-kilovolt wood line crossarms are not 
changed hot if it can possibly be avoided. 
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ROLE OF THE LABOR RELATIONS ADVISER IN BPA 


In order to have sound and effective labor relations either in Govern- 
ment or private industry you have to have responsible management 
people deal directly with union officials. The person charged with 
this responsibility must have top status in the organizational set-up 
of the company or Government agency. In this relationship between 
labor and management there are many factors involved that do 
not tolerate delay. To promote conditions that make for good rela- 
tions, the labor spokesman should be able to present his case to some- 
one in management who has the power to render decisions and can 
take the problem directly to the Administrator or the vice president 
of the company, who speaks with authority and can render decisions. 

The Administrator, Dr. Paul J. Raver, and the Deputy Adminis- 
trator, Mr. D. L. Marlett, recognized this and appointed a labor 
relations adviser who reports directly to them. Mr. Rudolf Stormer 
is the labor relations adviser and has held that position since it was 
created. He had many years of practical experience in the trades 
and crafts before coming to Bonneville. This experience has given 
him an understanding of the problems of the trades and he is able to 
resolve many questions through this practical knowledge. In talking 
to Mr. Stormer, labor feels that it is talking to someone who under- 
stands its difficulties and the problems involved. ‘‘He talks our 
language,’”’ as one union member put it. Therefore, whenever a 
difficulty arises they take it up with him, and in most cases the matter 
is settled to the satisfaction of all concerned. 

In addition to his duties as labor relations adviser, Mr. Stormer is 
the secretary of the negotiating committee, representing Bonneville 
in its negotiations with the Columbia Power Trades Council, execu- 
tive secretary of the cooperative labor-management plan and chair- 
man of the Joint Apprenticeship Council. 

One of the main reasons for the continued good relations and the 
success of the agreement between Bonneville and the Columbia 
Power Trades Council has been due in no small part to the efforts 
and position of the labor relations adviser within the Bonneville 
Power Administration. 

Other sections of the collective agreement such as grievance pro- 
cedure, apprenticeship training, wage conference, cooperative labor- 
management committees, and Joint Board of Adjustment are treated 
under appropriate headings in other sections of this study. 


VI. Untons Ovursipe tHe CotumpiA Power Trapves Councin 


Taking their cue from the building trades, the white collar or salary 
employees of BPA have attempted to organize in an effort to obtain 
some of the advantages secured by the crafts through the trades 
agreement with Bonneville. The following unions have been recog- 
nized by BPA as representing defined units of salary policy employees: 

(1) Technical Engineers, Architects and Draftsmen, Local 17, 
A. F. of L.—This union takes in those employees in drafting and engi- 
neering employed by Bonneville who are classified as such by Civil 
Service. 

(2) American Federation of Government Employees, A. F. of L., 
Local 986, Spokane, Wash.; Local 930, Vancouver, Wash.; Local 928, 
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Portland, Oreg.—Includes employees of Bonneville in both technical 
and nontechnical professions. Membership in these locals is confined 
to employees of BPA. 

(3) National Federation of Federal Employees, Local 7, -is not 
affiliated with any group, but takes in employees in all annual classi- 
fications. 

These unions are now in the process of working out an agreement 
with the Administration to have the Columbia Power Annual Em- 
ployees Council represent all the white-collar unions, rather than 
continue the piecemeal process presently followed in dealing with 
Bonneville. The preamble of the Columbia Power Annual Employees 
Council states that— 


This nonprofit and unincorporated organization is formed to coordinate and 
harmonize the activities of the various labor organizations whose members are 
annual employees of the Bonneville Power Administraton and to promote the 
general welfare of such emplovees. 

Each affiliated labor organization appoints delegates to the council 
on the basis of the number of annual employees employed by the 
BPA upon which the local or established chapter paid per capita tax 
to the national or international organization. To be eligible to serve 
as a delegate to this council the delegate must be an employee of the 
Bonneville Power Administration. 

The activities of the council are financed through each affiliated 
local paying an annual affiliation fee in February of $2 per delegate. 
Each delegate is entitled to one vote, and voting must be in person or 
by a designated proxy. A majority vote of all delegates present and 
by proxy decides all questions before the council. Regular meetings 
of the council are held four times a year and special meetings can be 
called upon petition of a majority of delegates. 

BPA at this time has no written agreement with the Columbia 
Power Annual Employees Council. On June 26, 1950, Mr. L. R. 
Spaulding, chairman of the council, in a communication to Mr. 
Rudolf Stormer, labor relations representative of BPA, informed Mr. 
Stormer of the desire of the council to meet with the representatives of 
Bonneville. It is the hope of the Columbia Power Annual Employees 
Council that before long BPA will give them recognition and that 
eventually they may negotiate an agreement somewhat similar to the 
one which the trades have attained. 

The officers of the Annual Employees Council are: Mr. L. R. 
Spaulding, chairman; Mr. W. L. Johnson, vice president; Mr. C. O. 
Vognild, secretary-treasurer. 


COMPENSATION OF ANNUAL SALARY EMPLOYEES 


The salary grades for beginning engineers on Bonneville are GS-5 at 
$3,100 per annum and GS-7 at $3,825 per year. There are no inter- 
mediate grades or salaries for engineers at the present time. The 
first substantial salary raise an engineer gets is when he is promoted 
from GS-5 to GS-7. This raise amounts to $725. 
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The Civil Service Commission’s requirement for promotion from 
GS-5 to GS-7 is that an employee must have served as a GS—5 for 
at least 6 months after he has been granted a probational appoint- 
ment resulting from a civil-service test; and that a person must be 
able to show 12 months of professional work experience in addition 
to the 4 year college education. A master’s degree can be substituted 
for the 12 months of work experience. Bonneville Power Adminis- 
tration requirements (in addition to the civil-service requirements) 
are that the employee must be performing work at the GS-7 level of 
responsibility. Bonneville makes no promotional promises before 
appointment. The employee’s performance on the job is the principal 
criterion for future advancement. Promotion is also dependent upon 
normal turn-over which creates vacancies in the higher level jobs, 
program expansion, and other factors. 

The immediate supervisors rate each new employee several times 
during the first year of employment. These ratings are reviewed by 
supervisors in the various divisions, and meetings are held to discuss 
the rate of progress of the new employees on the job. Periodic meetings 
are held by an engineering training committee to see that uniform 
promotion policies are followed throughout the organization as a whole. 

The policy of the Bonneville Power Administration is to promote 
its own employees, ability being equal, rather than recruit new em- 
ployees for the vacancies. During the calendar year of 1949, BPA 
hired 151 professional people who, with few exceptions, were engineers; 
Of this hiring, 65 percent was at the GS-5 level, which is the beginning 
level for professional engineering, 20 percent at the GS-7 le vel, and 

12 percent at the GS-9 level. The majority of the GS—9’s hire d were 
for specialized engineering positions, primarily for design work, and 
appointments were made because of a shortage at Bonneville of this 
kind of specialized skill. 

The standard starting salary for college graduates with no previous 
professional experience is $3,100. Those with master’s degrees begin 
at the same salary but advancement to GS-7, $3,850, is more rapid 
than for those with a bachelor’s degree. Annual pay increases of 
$125 contingent upon satisfactory service are provided to a maximum 
of $3,850 for the GS-5 grade. In actual practice, at the GS-5 grade 
successful engineers never get the second annual increment because 
they receive “promotions to GS-7 before the end of the necessary 
24-month period. Salaries are based on the standard Federal work- 
week of 40 hours (5 days) with extra pay for authorized overtime. 
Employees also receive 26 working days of annual leave, which are 
earned at the rate of 24% days each “month, usable as earne vd. Annual 
leave can also be carried over year to year to a total of 60 days 
Fifteen days of sick leave are granted each year, accumulative to 90 
days. A per diem allowance is paid currently at the rate of $7.60 


when the employee is necessarily away from his headquarters on 
official orders. 
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Schedule of annual salary rates by grade and general schedule (authorized by the 
Classification Act of 1949) 
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Top figures in each line are the current minimum and additional rates within grade for the new General 
Schedule (GS) grades shown at the left. The lower figures are rates for the former service and grade in 
effect immediately prior to the Classification Act of 1949. 


AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


This union which is affiliated with the A. F. of L. experienced a slow 
growth of membership until the winter of 1948. While white-collar 
employees in Bonneville seem reluctant to join a union, the member- 
ship in this white-collar union has increased considerably since 1948, 
due to the successful efforts of the union in a number of instances. 
In 1948, this union was able to secure pay increases for employees in 
the duplicating unit of BPA and bring about a change in their status 
from annual to permanent hourly employees. ‘This union was success- 
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ful in being able to secure increases in pay for the messengers employed 
by BPA. 

The duplicating unit shows what a white-collar union of Govern- 
ment employees can accomplish. Wage scales in this unit were low. 
Average pay ranged from 94 cents to $1.26 an hour, with the foreman 
receiving $1.57. Comparable wage scales for the same work in private 
industry ranged from about $1.60 to $2.35. Many of these employees 
have had long years of Government service. The union was able to 
get the pay status of this group changed to an hourly basis, with a 
consequent increase in wages. A wage contract was negotiated 
between the American Federation of Government Employees ‘and the 
Administration. 

In 1949 an appeal was made to put blueprinting and photographic 
units on an hourly scale. With the change im organization and the 
establishment of a reproduction unit to “ihclude “duplic ating, blue- 
printing, and photographing, all of these employees have been placed 
on an hourly basis with an increase in pay. Average pay now received 
in the reproduction unit is comparable to the wages paid in private 
industry. Increased efficiency has resulted with this change to an 
hourly basis of payment. 

The Bonneville Power Administration has printing facilities for 
mimeograph, offset, direct print (blueprint and related processes), and 
photographic work. The justification for this activity is that more 
rapid service can be obtained at either the same or lower costs than 
from any outside plant. Low unit costs result when most economical 
printing processes are selected, adequate machinery and equipment 
are utilized, and workers are skilled. These factors were surveyed 
in October of 1949 to determine capability of achieving low unit costs. 
This survey indicated responsibility for managing reproduction 
activities was divided. Three separate establishments were being 
maintained to handle photography, direct printing, and duplicating 
(offset and mimeograph). This type of organization resulted in 
inefficient operation. It revealed the following: 

(1) Inequalities i in pay schedules e xisted. among the three units. 
Pay scales in the duplicating unit were on an hourly basis 
determined through collective bargaining. Salaries in the other 
units were on an annual basis set by classification standards. 

(2) Opportunities of advancement were limited. 

(3) Flexibility in the use of manpower and machines to meet 
semua workload conditions was lacking. 

Reorganization directed to the solution of these problems is now 
being worked out. The three separate units have been combined into 
one reproduction plant. A plant foreman has been placed in charge 
of all printing operations. All personnel in the plant, including the 
foreman, are on an hourly pay scale set by wage negotiations based 
on pay standards in the printing trade. ‘Training opportunities are 
being provided. Requisitions for reproduction work can be screened 
at one point to insure selection of the most economical process and 
service. Personnel and equipment can now be utilized to remove 
production bottlenecks. 

Management and labor have cooperated in carrying out the re- 
organization of the Administration’s reproduction facilities. Oppor- 
tunities to acquire new skills have been created so as to eliminate 
“dead end’’ positions. Reorganization has resulted in pay increases 
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for certain personnel. BPA hopes that this increased cost will be 
offset by greater economy, through more effective selection of pro- 
cesses and utilization of manpower and equipment. 


TECHNICAL ENGINEERS, ARCHITECTS, AND DRAFTSMEN 


The Technical Engineers, Architects, and Draftsmen do not limit 
their membership to Bonneville engineers, architects, and draftsmen. 
During World War II, their membership was composed of marine 
engineers and draftsmen who worked in the Kaiser shipyards. When 
the yards closed down completely at the end of the war, the member- 
ship dec lined almost to a vanishing point. 

The engineers have found it difficult to organize their fellow em- 
ployees at Bonneville. Part of this difficulty lies in the fact that 
some of these annual employees feel they do not need a union to 
represent them and that they can bargain on an individual basis 
without the aid of a union. However, despite the hue and cry about 
recognizing ability and efficiency, experience has shown that the 
individual in any large agency soon becomes lost in the shuffle, the 
organization becomes impersonal, and in order to assure that the 
individual receives his just recognition, an employee organization or 
union is needed to protect the rights of the individual employee. 
This has also been the experience of the technical personnel at Bonne- 
ville. Membership in the Technical Engineers, Architects and 
Draftsmen has been on the increase from an all-time low immediately 
after the end of World War II. This increase in part has been due to 
the union’s success in having a number of grievance cases corrected 
and several cases of back pay awarded. 


PROGRESS OF WHITE-COLLAR UNIONS IN BPA 


These white-collar unions are slowly attaining the status achieved 
by the unions of the trades and labor employees. Despite the in- 
difference and lack of interest on the part of some of the annual 
employees, the unions are making steady progress and once they have 
succeeded in getting BPA to recognize the Columbia Power Annual 
Employees Council they will have come a long way in their up-hill 
struggle to attain the status and conditions of work attained by the 
trades and labor people. 


VIL. Wace ConFERENCE 


For the past 6 years the Columbia Power Trades Council and the 
Bonneville Power Administration have been negotiating an agreement 
covering wages for the coming year. The sixth annual wage confer- 
ence commenced in March 1950 and completed its work with the 
issuance of a greatly revised collective agreement, effective as of June 
18, 1950. 

The basis for holding these wage conferences rests in the agreement 
between BPA and the Columbia Power Trades Council, particularly 
section 21.1 entitled “Rates of Pay and Overtime”’ which states: 

The rates of pay to be paid to the employees covered by this agreement shall be 


determined through the process of collective bargaining between the Council and 
the Administration. 
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Kither BPA or the Columbia Power Trades Council can notify the 
other in writing once each year that a conference is desired to consider 
the need for revising existing rates of pay. Upon receipt of such a 
notice, which shall be acknowlec lged within 10 days, a date is to be set 
for holding the conference. If this preliminary conference decides 
there is sufficient reason for revision of wage rates, then a conference is 
called within 30 days of the initial conference. The Columbia Power 
Trades Council is represented at this conference by a negotiating 
committee of five members as is Bonneville. 

Before these negotiations get under way, Bonneville and the council 
set up a joint fact-finding committee and the appropriate subcom- 
mittees. The purpose of this joint fact-finding committee is to ascer- 
tain any relevant facts bearing on conditions of e mployment and rates 
of pay established by collective bargaining for work of a similar nature 
performed under similar circumstances prevailing in the territory in 
which Bonneville operates. Due consideration is given by the 
Administration and the council in their negotiations to the facts so 
established. 


EARLY HISTORY OF WAGE RATE DETERMINATION 


The Bonneville Power Administration submitted the first uniform 
schedule of hourly rates to the Department of Labor on November 
21, 1988. On July 6, 1939, a uniform schedule of hourly rates for 55 
skilled and unskilled construction classifications was issued by BPA. 
Bonneville submitted a uniform schedule of hourly rates for 50 skilled 
and unskilled construction workers to the Department of the Interior. 
This schedule of hourly rates was approved September 27, 1940. The 
Administrator issued Administrative Order No. 36, dated January 16, 
1941, which outlined wage determination procedures, and exhibit A to 
that order listed the uniform hourly rates for skilled and unskilled 
classifications. The exhibit has been revised from time to time as 
rates have been changed, but these uniform rates still prevail. The 
BPA policy of uniform hourly rates for its entire service area preceded 
stabilization legislation and the freezing of wage levels in 1942. 


INTENT OF BPA POLICY 


Bonneville in 1945 determined to limit force account employees to 
those employees of highest skills, such as top-notch linemen, electri- 
cians, and others. These linemen are shifted from area to area accord- 
ing to requirements and needs of the far-flung system. The work 
these men do is basically the same regardless of location and difference 
in wage rate areas. To hire new workers in each wage-rate locality is 
inefficient and in many instances impossible since skilled men are not 
available in the locality or area where the job is under way. 

The labor market area for BPA is a large one. The power lines 
of Bonneville vary in length. Some extend over 200 miles and cross 
State lines. In the case of the Bonneville Power Administration the 
labor market covers the entire Pacific Northwest. The skilled men 
required must be secured wherever available. The agreement be- 
tween BPA and the Columbia Power Trades Council under section 
21.3 states: 
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This agreement, and the schedules and recorded understandings supplementary 
thereto, except as they may otherwise specifically provide, shall be applicable 
uniformly throughout the entire territory in which the activities of the Adminis- 
tration are or may be carried on; and the hours and conditions of work and rates 
of pay shall be uniform throughout the territory. 


The agreement between BPA and the Columbia Power Trades 
Council and the tradition that has been established as to prevailing 
rates of pay in the vicinity among the hourly trades employees estab- 
lished the procedure to be followed, but the determination as to just 
what constitutes the prevailing wage is a more complex matter. 

In preparation for the annual wage conference, the joint fact-finding 
committee of BPA, through the Bonneville labor relations adviser, 
Mr. Rudolf Stormer, makes a thorough survey of the wage rates of 
the various utility systems in the area of BPA’s operations. The 
following seven systems are contacted: 

(1) Pacific Power & Light Co.: North central section of 
Oregon—southwestern section of Washington. 

(2) Pacific Power & Light Co.—northwest division: Port- 
land and vicinity. 

(3) Portland General Electric: Metropolitan Portland area, 
extending as far south as Salem, Oreg. 

(4) Puget Sound Power & Light Co.: Puget Sound area up 
to the Canadian border. This includes Seattle and extends as 
far east as Rock Island Dam on the Columbia River. 

(5) Seattle City Light: Metropolitan area of Seattle. 

(6) Tacoma City Light: Metropolitan area of Tacoma. 

(7) Washington Water Power Co.: Covers the eastern and 
central part of the State of Washington and extends into Idaho. 

In addition wage survey areas take consideration of the following 
industrial areas: Portland, Seattle, Spokane, and Vancouver. In 
addition the following material is taken into consideration—the Asso- 
ciated General Contractors agreement which covers the entire State 
of Oregon, the AGC agreement which covers 5% southwestern counties 
of Washington, the AGC agreement for the 15 counties west of the 
Cascades centering around Seattle, and the AGC agreement in the 
Spokane area. 

After compiling these data, a manual is prepared with all the wage 
rates set forth for the cities of Portland, Seattle, Spokane, and Van- 
couver, with the rates paid by the Seattle City Light, Puget Sound 
Power & Light Co., and other companics. 

The council contacts the various locals of the trades who are 
members of the Columbia Power Trades Council. Their material 
is assembled in the form of contracts and wage agreements which the 
negotiating committee goes over, assembles and utilizes when both 
committees meet. The council members are familiar with the wage 
rates paid by the contractors and utilities and know pretty well what 
the going rates for the various trades are. 

During the past 6 years, the wage conference has established a 
tradition in that both sides stick to the facts. The council negotiating 
committee knows what the trades are earning in the area of Bonne- 
ville’s operations and BPA having compiled a comprehensive manual 
on the hourly earnings in these cities can fairly well determine just 
what the rates are. There is no complicated theory or wage formula 
involved in these negotiations. 


| 
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Bonneville in keeping with the ever present fact that it is in compe- 
tition with the private utilities in the area has to pay a rate that will 
attract the best men, yet the hourly wage rates of BPA are not the 
highest in the Northwest, nor are they the lowest. They are in most 
cases in the midpoint between the highest rates paid and the lowest. 

The wage survey data of BPA used by the negotiating committee 
representing Bonneville at the last conference showed linemen earning 
$2.07 per hour with the Pacific Power & Light Co., while the same 
company paid $2.13 per hour in another region, with Portland General 
Electric paying $2.13. The Puget Sound Power & Light Co. was found 
to be paying its linemen $2.15 per hour. Three other utility systems 
were found to be paying more than this rate of $2.15 to their linemen. 
The final rate agreed to by the Columbia Power Trades Council 
negotiating committee and the committee representing the Bonneville 
Power Administration was $2.15 per hour for linemen. 

The prevailing-rate principle as applied at the wage conference 
applies to grades rather than to individual classifications on the basis 
of detailed wage data for certain classifications jointly selected as 
representative of each grade and most commonly found in private 
industry. In this selection, the availability of adequate comparable 
wage data is considered. 

These rates are binding upon the council, the unions affiliated and 
the employees individually, and upon the Bonneville Power Admin- 
istration when signed by its authorized negotiating committee during 
these conferences. While the negotiating committee of the council 
accepts the wage rates, final acceptance falls upon the individual 
unions who are members of the council. These w age rates are pre- 
sented to the members with a secret ballot being taken of the member- 
ship. Upon a majority vote the rates are then approved. The rates 
arrived at in the last conference remain in effect, until June 16, 1951. 


PERMANENT HOURLY EMPLOYEES 


Permanent hourly employees are defined as “Basic utility hourly 
employees,” or those employees who are part of the basic utility 
organization in the Division of Engineering and for whom it is the 
objective of the Administration to provide, subject to statutory and 
budgetary limitations, permanent and continuous employment. 


TEMPORARY HOURLY EMPLOYEES 


Temporary hourly employees are defined as employees who are 
given limited appointments to supplement the basic utility organi- 
zation as required, and who, except in an emergency situation, are 
employed locally at prevailing rates of pay. No. per diem is paid to 
a temporary hourly employee unless there is an emergency situation 
and the payment of per diem is authorized by the Assistant Admin- 
istrator as being in the best interests of Bonneville. When such an 
emergency situation arises, a statement of the circumstances is sub- 
mitted to the Division of Personnel for recommendation of the labor 
relations representative and transmittal to the Assistant Adminis- 
trator for approval of the payment of per diem. When payment of 
per diem is approved, the rate will be the same as that established 
for permanent hourly employees s. 
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Hourly employees hired temporarily, are paid at the prevailing 
rates of pay for similar work in the locality in which the work is 
carried out. Prevailing rates of pay will be determined in the same 
manner as in the case of wage rates for classifications not negotiated 
at regular wage conferences as provided for in the collective agreement. 
These are the rates now in effect. They were arrived at in the 1950 
wage conference. 





Hourly Hourly 
Classification rate Classification rate 

PROMINENT oon. Candee $2. 015} Machinist, apprentice I Eo ae ae 
AO MMONES oo ek cece 2.45 | Machinist, apprentice VIIIT____ 1.915 
LRN feos es ee 2. 015} Power shovel operator - _ _____- 2. 385 
Conerete finisher ____-__-- eee Se ee nn 2. O15 
NT SS ER a ee 2.15 | Painter, IIT- BSR Se: 2. 215 
Electrician foreman_____- --_-- 2.45 | Painter foreman . 2315 
Electrician, apprentice I______- 1.66 | Paint shop foreman__- ree 
Electrician, apprentice IT____- . 2.07 | Painter, apprentice I____...... . 805 
eee RS ES ee Oe 2.15 | Painter, apprentice V l11- 715 
Lineman foreman_-__—____--- . 2.45 | Plumber and pipe fitter - .-. 2. 265 
Line truck operator_._._......_.. 1.82 | Power dispatcher aca. See 
Omen. wae esto EES 1.66 | Substation operator ___ : . 2.08 
Lineman apprentice I________- 1.66 | Substation operator, apprentice 
Lineman apprentice VI ~ i eS ata eater Gods aed. tye es gee 
SSORWHTERE. ..5..<2.<.-~ _.. 2.015] Substation operator, apprentice 
Ns 1. 615 Wat ee athe 
PII 2 oo Cai . 2015 is Sheetmetal worker__....__---_ 2. 045 
Machinist foreman is 2. 315 | Truck driver I_..__-- ae eit Vee 


Wage rates for deadieutions not negotiated at regular wage 
conferences but which may be required from time to time are deter- 
mined jointly by the territorial representative of the respective craft, 
the executive secretary of the council and the labor relations officer 
of the Administration. Their findings and recommendations are 
submitted to the Administrator for approval. 

One problem thrashed out at the 1950 wage conference was a pro- 
vision regarding dual appointments which was changed so that an 
employee’ s base rate shall be the rate at which the employee has 
worked at least 60 percent of the time during the preceding 6-month 
period. An employee given a dual appointment is to be charged for 
annual leave and sick leave at the base rate of pay. 


STATEMENT OF PER DIEM 


Hourly employees in all crafts covered by the agreement are 
classified as (1) basic utility employees and (2) temporary employees. 
This statement modified the statement on the same subject dated 
July 16, 1946. 

Basic utility employees transferred from their permanent head- 
quarters to temporary headquarters receive no per diem allowances. 
When working at a place other than their permanent headquarters 
they will receive a per diem allowance of $7 a day or such part thereof 
as provided for under Government regulations. Temporary em- 
ployees receive no per diem. 


CHECK-OFF 


One item presented at the sixth annual wage conference by the 
Columbia Power Trades Council was the matter of the check-off of 
union dues. The council would like to have this feature become part 
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of the agreement because it would greatly help the unions who are 
members of the council in the collection of their dues payments from 
their membership. One of the factors that has brought about this 
request for the check-off has been the trouble encountered in getting 
the membership of the various locals while working on the job to the 
regular union meetings due to the vast area involved and distances to 
travel. Dues payments into the unions so concerned have not been 
regular. Some of the members that have found steady employment 
with Bonneville have become less inclined to pay their dues in a regular 
manner. Because of the real improvement in working conditions on 
Bonneville which has come about during the past 6 years and the 
attendant habit of taking the union accomplishments for granted, 
some union members have grown lax and indifferent as to the pay- 
ment of their dues to the union. The check-off would assure the 
union of the regular remittance of dues instead of the erratic pay- 
ments now being made by the individual. 

This request for the check-off by the council has been taken under 
advisement by the Bonneville Power Administration until it has had 
the opportunity to study it thoroughly and ascertain the cost of render- 
ing this service to the unions who are members of the council. The 
electricians feel that the collection of dues should be without any cost 
or charge to them while the laborers believe that a service charge by 
the BPA would not be out of order. 


VIII. Work SrorprpaGES AND JURISDICTIONAL DiIspuTES 


Work stoppages have been few and far between. Bonneville is 
proud of its record as far as work stoppages are concerned. 

The agreement between Bonneville and the Columbia Power Trades 
Council provides that pending the determination or adjustment of any 
issue or dispute arising between them by means of the conference 
machinery and procedures set forth in the agreement, there is to be 
no change in the conditions in any schedules or written statements 
applicable to such issue, and there is to be no stoppage or interference 
with the progress of work. 

What work stoppages there have been have been minor affairs of 
short duration and quickly resolved to the satisfaction of all concerned. 


JURISDICTIONAL DISPUTES 


In regards to jurisdictional disputes, the success that Bonneville has 
achieved has been due in part to its utilization of the constitutions 
and by-laws of the trades engaged in work for Bonneville. These con- 
stitutions specifically state the work of the trade or craft. The labor 
relations adviser, Mr. Rudolf Stormer, has utilized these bylaws and 
has found them to be helpful in resolving any doubt should one exist 
as to which trade should perform the work about to be undertaken. 
Where there is conflict in the claims of the trades as set forth in the 
constitutions, Bonneville refers to the agreements and decisions 
affecting the building industry as set forth by the building and con- 
struction trades department, of the American Federation of Labor. 
This plan, which includes the National Joint Board for Settlement of 
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Jurisdictional Disputes, has been of tremendous help to Bonneville 
where the constitutions and bylaws of the trades are in conflict with 
one another. This blue print contains agreements and decisions 
affecting jurisdictional disputes that go as far back as 1904. 

The Bonneville Power Administration in studying these agreements 
and decisions attempts to find out which trade should receive the work 
long before the job gets underway. In this manner, the chance of a 
dispute arising once the project gets started is greatly diminished. It 
is far better to resolve the difficult question as to which trade is to do 
the work before the job gets underway than after. Self-interest on 
the part of both crafts which claim the work is going to make them 
fight tooth and nail to keep their jobs. They consider it to be their 
work, and they are not going to give up work to another craft, espe- 
cially if there is some logic to their claim. It is a difficult task to 
settle a jurisdictional dispute once the work has been started. Bonne- 
ville has attempted to resolve these disputes before the job has gotten 
underway. ‘That is the time to do it; not when the job has already 
started. This procedure as followed by Bonneville has played a tre- 
mendous part in cutting down jurisdictional disputes on the projects 
of the Authority. 

Under the agreement between the Columbia Power Trades Council 
and the Bonneville Power Administration, as contained in sections 
44.1 and 44.6 thereof, the following is set forth as to the methods and 
procedures for handling jurisdictional disputes when they arise: 


It is agreed that the Administration will not undcrtake the responsibility for 
determining jurisdictional boundaries between and among the various unions 
representing employees of the Administration. 

The Administrator and council agree that such determinations are the responsi- 
bility of the national and international unions which have been duly designated 
to represent the employees. 

They further agree that the Administration is responsible for discharging the 
duties and responsibilities assigned to it, and to the accomplishment thereof, it 
must be and is free to assign work, to maintain schedules and to meet operating 
and construction requirements. 

It is, therefore, agreed that where custom, practice, and tradition, or jurisdic- 
tional awards or decisions have established work boundaries for the unions 
affiliated with the council, the employees affiliated with each union shall be entitled 
to perform the work determined by these boundaries. These boundaries shall 
not be modified except by agreement between these unions or by decisions of 
appropriate award bodies which the disputing unions, by agreement or through 
participation in such bodies, recognize as having jurisdiction to make a final 
award. Wherever new pieces of work develop, these shall be allotted according 
to this principle. 

It is further agreed that, in the absence of jurisdictional agreements, awards or 
decisions reached between any such unions, and in the absence of temporary 
assignments by the affected unions in case of disputes concerning new types of 
work, the Administration shall assign the work to those employees who in its 
judgment are best qualified to perform the work until an agreement is reached 
between the unions or an award is rendered. The Administration agrees, if 
necessary, to alter its assignment thereafter to conform to such agreement or 
award as soon as replacement with qualified employees can be made. 

It is also agreed that the council shall notify the Administration of existing 
jurisdictional agreements or disagreements which affect the assignment of work 
by the Administration and of those agreements or awards which are reached 
as a result of settlement of disputes, 
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DISPUTE BETWEEN THE INTERNATIONAL BROTHERHOOD OF ELECTRI- 
CAL WORKERS AND INTERNATIONAL ASSOCIATION OF BRIDGE, STRUC- 
TURAL AND ORNAMENTAL IRON WORKERS 


During the early part of 1950, a dispute arose over the building of 
a transmission line to the Detroit Dam which is in the process of 
construction. The power being needed by the contractors in the 
building of the dam, Bonneville decided to erect a permanent high- 
voltage steel-tower line, inasmuch as before long the dam would be 
completed and it would be wasteful to erect a temporary line. Ac- 
cordingly, the specifications were drawn up and bids were invited 
for the construction of this transmission line. It so happened that the 
successful bid went to a contractor who was a member of the Associ- 
ated General Contractors and not a member of the North American 
Electrical Contractors Association. This contractor had employed 
only ironworkers as that was the type of work he had been previously 
engaged in. 

This contractor went ahead and constructed the towers with iron- 
workers. The ironworkers then strung the lines. ‘The International 
Brotherhood of Electrical Workers protested the utilization of iron- 
workers by the contractor in the erecting of the towers, and in the 
stringing of the lines, and proceeded forthwith to file a complaint with 
the National Joint Board for the Settlement of Jurisdictional Disputes, 
stating that the work involved was work that the IBEW had always 
performed, that the linemen who are members of the IBEW had always 
erected this type of tower, they were skilled at it and until the iron- 
workers built this line, all other line construction of this type on BPA 
had been performed by the linemen. 

The ironworkers laid claim to the work through the fact that the 
material was steel, that they had erected radio towers and similar 
tower structures in this area and that the erection of these towers was 
not beyond the scope of their trade. 

The decision of the National Board upheld the contention of the 
International Brotherhood of Electrical Workers stating that in this 
area this work had always been performed by the members of the 
IBEW, therefore it was work which rightly belonged to them. This 
dispute caused no loss of time in the building of the line. However, 
the ironworkers believe they have a strong claim to this type of tower, 
especially since it is steel structures, and they intend to appeal the 
decision rendered against them to the National Joint Board for the 
Settlement of Jurisdictional Disputes. 


IX. GrrIEVANCE PROCEDURE AND Joint Boarp or ADJUSTMENT 
GRIEVANCE PROCEDURE 


There are two policies and procedures that Bonneville follows as 
regards grievances. One of them pertains to the trades or hourly em- 
ployees as set forth in the agreement between the Columbia Power 
Trades Council and BPA. The other involves the annual e mployees. 

The agreement between Bonneville and the council provides that 
any employee either personally or through the union representative 








42 LABOR-MANAGEMENT IN BONNEVILLE POWER ADMINISTRATION 


may, in writing, call any dispute growing out of a grievance to the 
attention of his immediate supervisor. 

Bonneville makes every effort to settle the dispute immediately 
and on a local level and has so instructed its supervisors. If the dis- 
pute is not settled in 5 days, it may be taken to chief of the division 
and if not settled by the chief, it can be appealed to the Personnel 
Division. If the Personnel Division is not successful in adjusting 
the dispute it may be referred to the Joint Board of Adjustment by 
petition of either party. The Joint Board shall settle by majority 
vote any dispute referred to it. If the Board has not adjusted or is 
unable to adjust and settle any dispute submitted to it within 5 days 
after completion of hearings, the Joint Board shall notify the indi- 
vidual presenting the grievance and shall submit the dispute to a 
referee selected from a panel previously chosen by the Board. The 
decision of the referee shall be final. 

The number of times that grievances as such have utilized this 
detailed procedure have been few in number. There have been some 
cases which have gone to the Joint Board of Adjustment. 


GRIEVANCE PROCEDURE FOR ANNUAL EMPLOYEES 


Pursuant to Executive Order No. 9830 and chapter E2 of the 
Federal Personnel Manual issued by the United States Civil Service 
Commission, a standardized grievance procedure for annual employees 
has been established. This procedure provides a method for de-er- 
mining whether a grievance exists, the specific cause of a grievance, 
and finding the best way to remove it. It is intended for use when the 
dissatisfaction arises in the day-to-day working relationships be- 
tween employee and supervisor. 

A grievance is an employee’s expressed dissatisfaction with working 
conditions outside his control. Dissatisfaction with an official policy, 
procedure, or official action constitutes a grievance only to the extent 
that it adversely affects an individual employee or a group of em- 
ployees. 

Grievances and appeals relating to efficiency ratings are handled in 
accordance with administrative instruction No. 200, dated February 
5, 1946. 

GRIEVANCE APPEALS COMMITTEE 


The Grievance Appeals Committee considers each grievance not 
settled in normal supervisory channels. The chairman appoints at 
least two employees to consider each grievance. The employees ap- 
pointed will be persons in no way associated with the particular 
grievance. Should there arise a grievance in which the permanent 
chairman is an interested party, “the Administrator will appoint a 
temporary chairman to serve in that particular case. This committee 
will advise and make recommendations to the Administrator for his 
guidance in reaching a decision. 


EMPLOYEE RIGHTS 


In presenting a grievance the employee is unimpeded and assured 
freedom from interference, coercion, discrimination, or reprisal. The 
employee is assured a reasonable amount of official time to prepare and 
present his grievance and the employee has a right to designate a 





rr ew 


LABOR-MANAGEMENT IN BONNEVILLE POWER ADMINISTRATION 43 


representative or representatives of his own choosing to present his 
grievance. 

Further, establishment of this grievance procedure does not preclude 
an employee from appealing to the Civil Service Commission or to the 
Department of the Interior in any case where he is granted the right of 
such appeal either by statute or regulations. 

BPA expressly recognizes the right of employees to join or refrain 
from joining employee organizations or associations without inter- 
ference, coercion, restraint, or fear of discrimination or reprisal, with 
the following exceptions: 

(1) They may not have membership in organizations or associations 
which directly or by affiliation with other organizations or associa- 
tions impose upon them an obligation or duty to engage in, or assist in, 
any strike against the United States. 

(2) They shall not have membership in any political party or any 
organization which advocates the overthrow of our constitutional 
form of government in the United States. 

Any grievance is first discussed by the employee or his representa- 
tive with the employee’s immediate supervisor. If the grievance is 
not satisfactorily adjusted by this discussion, the employee or his 
representative may appeal the grievance through normal supervisory 
channels to his division chief. Appeals made beyond the division 
chief level are made to the permanent chairman of the grievance 
appeals committee. As soon as a grievance has been carried beyond 
the immediate supervisor, all facts relating to it should be presented 
in writing by the employee and the individual against whom the 
grievance is directed. 

In such an appeal the employee states the issue of the grievance and 
the points of disagreement with the previous decision. After each 
appeal the employee is notified in writing of the decision and the bases 
therefor. When grievances are appealed beyond the first step in the 
procedure, each supervisor to whom the appeal is carried immediately 
will forward to the Division of Personnel a copy of the appeal, and 
also a copy of his decision when made. A central file of all grievance 
adjustment cases is maintained by the Division of Personnel for record 
and study purposes and for use of the grievance committee when 
needed. 


TIME LIMITS 


The decision must be rendered by the immediate supervisor within 
two working days. When an appeal is made and a hearing is required, 
the hearing should be scheduled at a mutually satisfactory time within 
a few days of receipt of the appeal, and a decision is normally rendered 
within a week from the date on which the record of the hearing, with 
such comments as may be submitted by the employee, becomes 
available to the hearing officer. If no hearing is required, a decision 
normally will be rendered within a week of the date on which the 
written appeal i isreceived. If decision is not accepted, an appeal from 
that decision or a notification that such an appeal will be made must 
be submitted to the supervisor at the next higher step in the grievance 
procedure within 2 weeks from the time the decision is received by the 
employee or his representative. Failure to give notice within 2 weeks 
that further appeal is to be made indicates acceptance of the decision 
rendered. 
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The Director of Personnel has primary responsibility for adminis- 
tering this procedure, and assisting in expediting and processing griev- 
ances appealed. 


THE JOINT BOARD OF ADJUSTMENT 


The work of this Board applies only to the building and utility 
trades employees. The Columbia Power Trades Council and BPA 
each appoint yearly two members to the Joint Board of Adjustment. 
The Board is to hear and settle all disputes not otherwise settled 
growing out of grievances. 

An annual meeting of the Board of Adjustment is held in June of 
each year. The Board selects a chairman and secretary, whose terms 
of office are from July 1 to June 30 of the following year, and also 
selects a panel of five to serve as referees in the handling of disputes 
and disagreements. The Board can amend, repeal, or adopt any rule 
affecting its procedure. Whenever a dispute is certified in writing 
to the Board, the chairman sets a date for a hearing which is held 
not later than 15 days after such certification. A report containing 
a summary of the nature and disposition of each dispute presented 
to the Board, and recommendations for the modification and im- 
provement of the procedure for handling disputes and disagreements, 
is prepared for the Administration and officers of the council once a 
year. 

DISPUTES AND DISAGREEMENTS 


No member of the Board involved in a dispute or disagreement 
referred to it shall participate as a member thereof in the settlement 
of such dispute, but shall be replaced by his alternate. Either party 
to the dispute, the employee or group of employees, and the Adminis- 
tration, shall have the right to select a representative to appear with or 
for him, and to call such witnesses as may aid in the solution of the 
dispute. The Board of Adjustment at its discretion may permit 
representatives of the Administration and of the Council to attend 
the hearings as observers. The Board may call witnesses and solicit 
such evidence as it desires, and may permit the disputants to present 
any information or evidence which it deems to be pertinent to the case. 
A complete record is kept of the proceedings and a complete transcript 
of the testimony developed at the hearings relative to each dispute 
heard by the Board. Hearings are held continuously until all of the 
testimony and information relating to a particular dispute have been 
given or obtained. Upon completion of the hearings of a particular 
dispute the Board shall meet to consider the evidence which has been 
presented to it, and shall hold continuous meetings until the dispute 
is resolved or the Board determines it is unable to come to agreement. 

The Board may render any decision upon a dispute heard by it 
which it feels is warranted, provided that it is consistent with the 
provisions of the labor agreement. Each Board member shall have 
one vote, and decisions of the Board shall be made by a majority 
vote. The Board’s decision upon any dispute submitted to it shall be 
transmitted in writing to the disputants at the earliest possible date; 
provided, that if the Board has not made a decision or is unable to 
arrive at a decision or to adjust any dispute submitted to it within 5 
days after completion of hearings thereon and investigations thereof, 
the Board shall so notify the disputants or persons involved, and shall 
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submit the dispute to a referee to be selected from the panel previously 
chosen by the Board. Whenever it is necessary to submit a dispute 
to a referee, the secretary of the Board shall transmit to the referee 
the complete record relating thereto and the findings and determina- 
tions of the Board. 

The present members of the Board are: Chairman, Mr. John 
O’Neill; secretary, Mr. Harry M. Kennin; labor member, Mr. Ivar 
T. Jones; management representative, Mr. Ivar O. Hanson. 


GRIEVANCE CASES 


The following cases were selected at random in an effort to show 
just how these cases have been resolved, by the Joint Board of Adjust- 
ment: 

(1) Richard A. Ames started a fire on June 17, 1947, when he 
started to strike a match (which broke) to light up fora smoke. The 
next day he was told that his services were terminated as of the close 
of business June 18, 1947. He appealed his termination. ‘The 
record showed that up to then no Bonneville employee had ever been 
discharged for smoking as indicated in the “Fire Season Precaution” 
order of May 12, 1947, or similar previous orders. Whether this 
order in the past had been enforced was doubtful. The existence of 
at least one known instance casts some doubt upon enforcement 
of the order. 

Attention of all enforcing supervisors was directed toward the 
intent of the order; the order prohibits smoking except on “‘banks of 
large streams and on improved roads.”’ ‘There is some doubt whether 
this is understood by either supervisors or employees. 

In the light of these circumstances, it was recommended that the 
suspension of Ames, which was of 5 weeks’ duration, be considered 
sufficient disciplinary action, and that he be reinstated. Ames was 
subsequently reemployed. 

(2) On June 4, 1946, four vacancies occurred in the Operations 
and Maintenance Division for the positions of machinist, automotive 
machinist, and foremen. From the list of applicants who submitted 
their qualifications for these jobs, the four jobs were filled. 

Among the applicants for one of these positions was Ralph Hoffman, 
a machinist at J. D. Ross substation. When the selection of success- 
ful candidates was announced, Mr. Hoffman made a complaint through 
the International Association of Machinists who cooperate with the 
Columbia Power Trades Council. Mr. Hoffman maintained that 
premeditated preference was shown in the selection of one of the work- 
ing foremen. As a result a meeting was called by the superintendent 
of transportation to discuss Mr. Hoffman’s grievance. 

The decision arrived at by this meeting did not satisfy Mr. Hoffman 
and as a result a conference was held between the labor relations 
representative of Bonneville and Mr. Hoffman and the machinist 
representative, Mr. Mason. This conference failed to resolve the 
alleged grievance of Mr. Hoffman and the case was subsequently 
taken to the Joint Board of Adjustment. 

The Joint Board of Adjustment after going over the case decided 
that Mr. Hoffman’s complaint was not justified by the facts, and it 
subsequently upheld Bonneville’s assigning of these job openings. 
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The facts in the case and the decision as rendered by the Joint Board 
are as follows: 


Mr. Hoffman is employed as an automotive machinist at the garage of the 
J. D. Ross substation in the body-and-fender shop. He came to work for Bonne- 
ville in December 1940 as a welder helper, having previously been employed by 
the Army engineers at Fort Peck, Mont., for 3 years as a welder specializing in the 
repair of radiators. He was assigned to the body and fender shop at Ross and 
has worked there since coming to BPA. He obtained a journeyman’s rating with 
Bonneville in the latter part of 1941. Prior to his employment with Bonneville, 
Mr. Hoffman had had about 6 months of body and fender work and many years 
of experience in repairing radiators and welding. 

In May of 1941 Mr. Fulton B. Ward was hired in the body-and-fender shop as 
ajourneyman. Mr. Ward was at that time an experienced body-and-fender man. 
Late in 1942 Mr. Ward entered the military service. He was discharged from 
military service in late 1945 and immediately entered private employment in 
Portland. Before the expiration of the 90-day period within which Mr. Ward 
could exercise his reemployment rights with Bonneville he did so and returned 
to work in the body-and-fender shop late in 1945. 

On July 11, 1946, by Personnel Bulletin No. 288, four vacancies in the classifica- 
tion of machinist, automotive machinist, automotive, working foreman, were 
circulated by the Bonneville Personnel Division. Mr. Hoffman ascertained that 
one of these foreman positions was to be in the body-and-fender shop and applied 
for the position. It was the selection of Ward over himself about which Hoffman 
complained. 


The principal contentions of Hoffman’s complaint were (1) that his 
ability is equal to Ward’s ability and that, according to section 26.1 of 
the collective agreement which states that in “promotion of employees 
to better positions, ability being equal, seniority shall govern * * *,” 
he was entitled to the promotion since he has greater total seniority 
with Bonneville by about 6 months; and (2) “that the supervisory 
staff at the J. D. Ross substation made a predetermined choice of 
Ward for the position, in that Ward returned to Bonneville from 
private employment, which he entered after his return from military 
service, only as a consequence either of being promised the foreman’s 
position or of encouragement by members ‘of the Ross supervisory 
staff. Also to be considered is the general statement of policy con- 
tained in section 26.1 of the agreement which provides: 

The Administration shall endeavor to maintain a policy of promotion from 
within. In making selections for promotion due consideration will be given to 
knowledge of the technical aspects of the work, demonstrated ability to cooperate 
on the job, and length of service with the Administration; and, in addition, in 
the selection of foreman and other supervisors, demonstrated or potential leader- 
ship qualities. 

The Board was of the view that it should not give controlling weight 
in this case to the allegations of favoritism and predetermination in 
the selection of Ward to fill the vacancy. There was no question of 
Ward’s right to return to private employ ment in the interim between 
his discharge from service and the time when he exercised his re- 
employment rights with Bonneville. The Board found that it was 
common practice for Government employees having reemployment 
rights to enter private employment for a short period of time before 
exercising such rights. There was no question of the propriety 
of the Bonneville supervisory staff urging or encouraging competent 
employees who have reemployment rights to return to Bonneville 
after their return from the service. 
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The Board, without necessary reference to this case, wishes to caution against 
complaints founded on rumor or whispering campaigns. The Board recognizes 
that it would be highly improper, damaging to morals, and in violation of the 
collective agreement and other personnel policies and regulations for promises 
of promotion to be made in advance of the announcement of vacancies and the 
consideration of all applicants, but Mr. Sitton, who was alleged to have promised 
Ward the promotion in order to induce him to return, categorically denied that 
any promise had been made. Aside from this, the Board is of the view that the 
factors stated below warrant the elimination of the element of alleged favoritism 
from this case. 

Hoffman’s claim with respect to ability is that his ability is equal 
to that of Ward. There is some basis upon which to sustain the claim 
of the selecting officers that Ward has greater ability in light of his 
admitted longer experience in body-and-fender work and the fact that 
the vacancy “for which Ward was selected involves predominantly 
body-and-fender work. In any event, however, it is the finding and 
opinion of the board that “seniority” as used in section 26.1 of the 
agreement, providing that “ability being equal, seniority shall 
govern * * * ,” refers to seniority with the Bonneville Power 
Administration in the highest qualifying classification held by any 
employee under consideration for promotion. Were this not the case, 
a year as an apprentice would have the same value as a year as a work- 
ing foreman in determining seniority to be counted in making a 
promotion to foreman. This result would be highly unsatisfactory. 
In this instance, Ward had greater seniority by a few months as a 
journeyman with Bonneville than did Hoffman. This being true and 
even assuming the abilities of Ward and Hoffman to be equal, Ward 
was properly selected on the basis of seniority alone. This result was 
held not to be inconsistent with the terms of the section of the agree- 
ment quoted above. 

An additional factor in support of the selection of Ward was found 
in Bonneville Administrative Order No. 64, entitled ‘Promotion 
Policy.” This order provides that in selecting for promotion the 
Personnel Division will submit to the selecting officer the material of 
the best qualified employees in the order in which they appear best 
qualified and that employees with military preference will be placed 
at the top of the list. The order gives a general preference to appli- 
cants for promotion who are veterans or who are on military furlough. 
In the circumstances of this cases; the policy expressed in this order 
would have warranted, if not required, the selection of Ward over 
Hoffman to fill the foreman vacancy. 


CONCLUSION OF JOINT BOARD 


For the foregoing reasons, it was the decision of the Board that the 
grievance presented by Ralph C. Hoffman was not well founded and 
that the selection of Fulton B. Ward to fill the position of machinist, 
automotive machinist, automotive working foreman, in the body and 
fender shop in the garage at the J. D. Ross substation, of July 11, 
1946, was proper. 

The decision was concurred in by the four members of the Joint 
Board. This opinion on the part of the Board is typical of the thorough 
manner in which the Board goes about the cases which come before it. 
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It shows the extent to which both the Columbia Power Trades Council 
and the Bonneville Power Administration have gone in their efforts 
to set up an effective means of resolving grievances which come to it 
and where no solution has been arrived at on an intermediate level. 
These decisions of this Board are rendered within a definite time limit. 
The Board is ever conscious of the fact that it is dealing with the 
grievance of an individual whose very wherewithal is under considera- 
tion. The Joint Board constantly keeps that in mind and tries to get 
its decision out with dispatch. It has succeeded in that objective. 

Other grievance cases that have been referred to the Joint Board 
have involved travel time, overtime payments, hours of work, and 
other grievances. 

The Joint Board of Adjustment has made a real contribution 
toward the settling of grievances and bringing about a first-rate method 
of resolving these disputes in an effective manner. 

The proc cedures of the Joint Board of Adjustment do not apply to 
white-collar or annual employees. ‘The technical engineers and archi- 
tects feel that, while the grievance procedure as it now stands is a 
vast improvement over the former policy, the present procedure 
could stand improvement for in the view of the engineers the present 
system is too cumbersome and is limited in that no appeal can go 
beyond the chief of branch of personnel. 

One of the chief grievances that the technical engineers and archi- 
tects have against Bonneville and civil service is the failure to provide 
anything resembling adequate overtime compensation. BPA has 
scaled down the overtime rates to where a P-4 and higher receive no 
overtime pay. As things have worked out, the engineers claim there 
is no overtime for anyone except under extreme hardship. This state 
of affairs has come about through a classification known as flexible 
schedule and nonflexible; this classification provides no overtime for 
anyone except under conditions of extreme hardship. 

The engineers cite the case of two engineers going*to Eugene, Oreg., 
on a Sunday to do some repair work on lines blown down in a blizzard. 
They traveled 3 hours to get to the site, worked 1 hour, then traveled 
3 hours back to headquarters. The hourly employee received over- 
time pay, but the annual employee received no overtime compensation 
other than the pay for 1 hour’s work. This present state of affairs 
has long rankled the engineers and other annual employees. It is the 
hope of this group that “before long they can have this situation cor- 
rected so that the annual employees involved in such a case will 
receive some overtime compensation, which in their eyes they are 
certainly entitled to. 

The technical engineers have pointed out that under present work- 
ing conditions an annual civil-service employee may not be paid 
overtime while traveling when he is officially on travel status and 
receiving per diem. When an employee drives a Government car to 
various points not readily accessible by common carrier, and carries 
with him test equipment or other material necessary to his work, the 
engineers believe he should be paid overtime while traveling where 
such type of travel during overtime hours is in the best interest of the 
BPA. This type of travel during regular working hours is considered 
a regular part of his work and 1s paid for at his normal rate during 
regular working hours. 
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An interpretation of the regulations was made by the Bonneville 
Power Administration on March 26, 1947, and was covered by BPA 
Administrative Order No. 52, supplement 2, and as a result an em- 
ployee can now receive overtime pay while traveling in a Government 
vehicle if he returns to his official station without going on a per diem 
status. This has provided a measure of relief but cannot be applied 
in the majority of cases because many trips involve too much time to 
permit continuous duty without rest. In addition the present regula- 
tions encourage driving by individuals who are too tired and sleepy 
for safety. 

An example cited by the engineers was a recent emergency trip made 
by Paul T. Buckner and Harold L. Weeks, both Bonneville power 
electrical engineers. They traveled from J. D. Ross substation, near 
Vancouver, Wash., to Raymond substation and returned. Full 
details of this trip revealed these men left Ross substation during a 
blizzard at 1 p.m. Friday, January 13, 1950, traveled under bad con- 
ditions for 7 hours, arriving at Chehalis substation at & p. m., where 
they spent the night. They tried to continue on to R: Lymond that 
night, but found the road blocked by stalled cars and drifted snow. 
The distance from the J. D. Ross substation to Chehalis is 85 miles 
with a normal driving time of 2 hours and 20 minutes. The next day, 
Saturday, they traveled under the same hazardous conditions for 5 
hours, stopping one-half hour for lunch, and arrived at Raymond sub- 
station at 1 p.m. The distance from Chehalis to Raymond is 52 
miles with a normal driving time of 1 hour and 40 minutes. They 
worked 6 hours at the station and left Raymond substation Saturday, 
at 7 p. m., stopping for lunch and arrived at Ross substation at 11:30 
p. m. that same night. This return was made that same night be- 
cause of weather forecasts which predicted a continuation of the storm 
and they did not want to get snow-bound. 

These men worked, including driving time, a total of 18 hours of 
overtime. Yet, under the present regulations, they can be paid only 
for the 6 hours actually worked at the substation. In short, they 
will each receive $11.82 overtime pay and each will lose $23.63 in 
overtime pay due to the fact that 12 hours were spent during overtime 
in travel in a Government car. 

It should be noted that the overtime rate of pay for these men 
(GS-7) is $1.97 per hour. Their regular rate of pay when computed 
on an hourly basis is $1.90. It should also be noted that all hourly 
employees, such as linemen and electricians, are paid overtime on a 
double-time basis, and further, that they are paid double time for all 
overtime put in whether or not they are in a per diem status and 
traveling in a Government vehicle. Had this trip been made by two 
linemen instead of two engineers, a line foreman would have received 
$86.40 (not $11.82) and a lineman would have received $75.60 (not 
$11.82) in overtime pay. 

This one trip is not an exceptional or isolated case but is typical of 
many such trips made during any year. It is a continuing problem 
which begs for solution. The engineers feel that if BPA cannot solve 

, then legislation is needed to remedy this situation. 

In many such cases, engineers of the GS-7 and GS-9 grades are 
directing the activities of crews and linemen and electricians on the 
job who work under their own foremen at all times. 
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During overtime hours, the overtime rate of a GS-7 at $3,950 per 
year is $1.97 per hour and for a GS-9, at $4,725 per year is $1.83 
per hour, while the overtime rate per hour of the men they often 
supervise is: Line foreman, $4.80; lineman, $4.20; groundman, $3.52 
truckdriver, $3.54. 

The engineers feel they are penalized. They contend this is no way 
to reward individuals who have spent time and money in securing an 
education required to obtain the so-called professional status in civil 
service. 

The technical engineers and architects also consider the civil service 
rules as applied to grievances are too complicated and in need of a 
thorough rewriting into language that is easily understood and does 
not lend itself to double meanings and misinterpretations. 


X. Lasor-MANAGEMENT COOPERATIVE COMMITTEES 


The promotion of cooperative effort is not an easy task. The prin- 
ciple of labor-management cooperation was adopted by the Bonne- 
ville Power Administration and the Columbia Power Trades Council 
when the agreement was first entered into in May of 1945. 

It has taken time to work out an adequate procedure and to get 
this idea of cooperation into an effective medium. ‘Two years elapsed 
before a joint system-wide cooperative conference met to draw up a 
set of rules to make this effort at cooperation really effective. 

As an outgrowth of this conference, it was decided to set up a 
central labor-management committee. The membership of this com- 
mittee consists of five representatives from management and five from 
labor. Until local committees are established, the central coopera- 
tive labor-management committee acts as a local committee for areas 
in which no local committees have been established. 

Local committees effect their own organization, provide for two co- 
chairmen, one representing labor and one management, and meet at 
regular intervals but not more than once a month. These com- 
mittees are to give consideration to such matters as (1) elimination of 
waste in construction and production, (2) conservation of materials, 
supplies, and energy, (3) improvement in quality of workmanship and 
services, (4) promotion of education and training, (5) correction of 
conditions making for grievances and misunderstandings, (6) safe- 
guarding of health, (7) encouragement of courtesy in the relations of 
employees with the public, (8) prevention of hazards to life and prop- 
erty, (9) betterment of employment conditions, and the (10) strenthen- 
ing of the morale of the service. These committees do not concern 
themselves with disputes or matters related to wages, classification 
problems, or grievance cases. 

Twice a year the officers of the Columbia Power Trades Council 
and the Bonneville Power Administration meet in a joint system- 
wide cooperative conference for the purpose of reviewing the con- 
clusions reached and actions taken by the joint cooperative labor- 
management committees, and for acting upon any matters referred 
to it by these joint cooperative committees. 

A review of the central cooperative labor-management committee 
meeting of April 21, 1949, reveals the following topics under considera- 
tion: (1) Per diem for employees living in trailers, (2) ventilating of 
oil oak tanks, (3) improved methods for rec ording dispatcher’s 
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orders to operator, (4) housing at the Midway substation, (5) safety. 
These subjects were discussed in detail by both the representatives of 
labor and management. Many of the suggestions put forth at meet- 
ings such as this one have become standard operations at Bonneville. 

The central cooperative meeting of the labor-management com- 
mittee meeting held in May 1950 shows the following varied subjects 
up for consideration: (1) Noise level at the Salem substation due to 
the condenser, (2) safety requirement for changing of fuses, (3) closer 
cooperation between field supervisors and Design Section. In regards 
to this subject the following was noted: That many times in the field 
the men get so far along on the job and find that field revisions do not 
tie in with the Design Section’s blueprints. It was stated that the 
blame for this does not lie entirely with the Design Section for men 
in the field may have failed to send the revision in to Design. Mr. 
Taylor, representing management, commented that when corrected 
drawings have been returned to Design they are very glad to have 
them, but their work load is so heavy that they don’t get a chance to 
promptly make these corrections. 

Mr. Parker for BPA cited the case of the Lebanon substation, where 
after the line was energized it was found that the original design called 
for substation structures. In the construction of the substation, 
overtime and outages were involved. Mr. Marlett, Assistant Ad- 
ministrator of Bonneville, stated that he would like to have a report 
on this case: Overtime involved and length of time before customer 
was ready for service. 

The matter of energization dates being met by BPA is a cause for 
concern. There are times when the customer isn’t ready for service. 
It was the consensus of opinion that too much stress is placed on 
customer date rather than when Bonneville will be able to meet the 
date. It was suggested that one answer to this problem might be to 
penalize the party who did not meet the energization date—whether 
BPA or customer. 

Mr. Taylor was asked to prepare a report on the Lebanon substation 
case for the next meeting. 

Other topics discussed were (4) creosote preservative and (5) 
changing of fuses in large transformer banks. The question of 
utilizing a creosote preservative has caused Bonneville considerable 
difficulty. This problem had been presented at one of the local 
meetings and due to the complex nature of the subject it was passed 
on to the central cooperative meeting held in May 1950. At this 
conference Mr. Parker, representing Bonneville, reported to the 
committee that there are several wood preservatives on the market 
which are used for treating power poles. Many preservatives that 
are in use contain a certain amount of creosote mixed with other 
chemicals. Some preservatives use salts of copper, arsenic, mercury, 
and zinc. These are used primarily for preventing termites from 
attacking poles. Any preservative using mineral salts should be 
watched as to its electric conductivity when wet. These salts also 
cause skin and respiratory irritations, some of which are more severe 
than creosote. 

Creosote “burns” are due to excessive exposure to the fumes or to 
personal allergy to the phenols which are used in preparing creosote. 
Preventatives in the form of creams or solutions are based on two 
theories: (1) That a protective ointment or solution can be used 
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which will cause inert powders to adhere to the skin forming a pro- 
tective covering against the skin irritants; (2) that a protective 
application can be made by mixing chemicals and creams which will 
chemically neutralize specific irritants, and also that a heavy cream 
base will adhere to the skin and serve as an added protection. Cala- 
mine lotion is an example of the first type of protective lotion. It is 
a solution with a wetting agent which will evaporate after applying 
the solution, leaving a powder on the skin. This powder prevents 
the irritant from contacting the skin. It should be applied while 
the skin is dry and in time so that it can dry to a powder before 
exposure to the fumes from the irritant. This powder resists perspira- 
tion quite well and can be reapplied as necessary. It is best to apply 
the lotion with a cotton applicator and use large quantities in order 
to completely cover the exposed portions of skin. Any heavy cream, 
such as lanolin, which may or may not contain a neutralizing chemical, 
will fulfill the second theory. ‘The heavy cream will cover the exposed 
skin and afford protection from irritants as long as it does not melt 
and run, thus reexposing the skin. The irritant fumes from the 
creosote will be more prevalent during warm weather or in the direct 
sunlight. When these conditions prevail, protective creams tend to 
melt and run so that they do not afford protection over a period of 
time. When a person has been exposed to creosote fumes and the 
uritation is noted, it is possible to wash exposed portions of the skin 
with alcohol or common shaving lotion, which will wash off and 
partly neutralize the irritant. Protective lotions or chemicals may 
then be reapplied. Mine Safety Appliances Co. markets a product 
known as Fend-O, which is a protective cream and used for creosote; 
and Fend-U, which is a protective lotion for use for creosote. Fend-O 
and calamine cream and lotion are carried in stock at the Administra- 
tion’s Portland warehouse and may be requisitioned. 

When handling creosoted material it is advisable to keep a minimum 
amount of skin exposed to the irritant. Sleeves should be kept rolled 
down and, insofar as possible, gloves should be worn. The report 
from the Design Section on this subject was rendered, and it revealed 
that creosoted fir poles were first used by the Bonneville in 1947, 
when it became impossible to obtain sufficient cedar poles to meet 
the construction program. Bidders were permitted to offer either 
cedar or full-length treated Douglas fir poles. The specifications do 
not require creosote treatment but allowed the vendor to furnish his 
standard treatment. This policy was adopted as a means of obtain- 
ing as many poles as possible. The Douglas fir pole treatment BPA 
has been using consists of a mixture of 85 percent pentachlorophenol 
solution plus 15 percent creosote. It would prefer 100 percent 
pentachlorophenol from the standpoint of cleanliness of the pole 
hut the vendor does not treat his poles with 100 percent pentachloro- 
phenol and Bonneville accepted his standard treatment. If it becomes 
possible to obtain 100 percent pentachlorophenol treatment, it will 
be specified. This treatment is not injurious to linemen after the 
petroleum-oil carrier has dried out of the surface of the pole (a matter 
of 1 month or so in good drying weather). There is no evidence that 
the pentachlorophenol solution is injurious to personnel even in the 
wet stage. 

Several new types of preservatives have been developed, and it 
was concluded that the pentachlorophenol is the only wholly .satis- 
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factory substitute for creosote. As its use becomes more general, 
it may be able to specify at some time in the future 100 percent pen- 
tachlorophenol treatment, but it would be penalizing most of BPA’s 
current vendors if this treatment were specified. 

A problem also exists with respect to creosoted spar cross arms. 
These cross arms have been specified in the past due to the fact that 
pentachlorophenol treated arms were not available. There are now 
several vendors on the market who are able to supply 100 percent 
pentachlorophenol-treated arms. These arms are superior to the 
creosoted spar arms presently used beth as to cleanliness and reduced 
health hazard. 

It was thought perhaps the 15 percent creosote could be eliminated 
from the preservative and that there may be contractors who would 
be able to treat poles with 100-percent pentachlorophenol. 

This question shows the detail and the completeness with which 
this difficult problem of the creosote preservative has been discussed 
before these joint cooperative committees. There is nothing slipshod 
or haphazard about these conferences. Through a discussion such as 
this, Bonneville has benefited from the observations of the workmen 
who have had to handle these creosoted poles and ties, and with all 
sections of BPA taking part and making a contribution, however 
small, Bonneville is able to draw upon all these sources in arriving at 
a solution of this problem. 

These are a few of the subjects which these cooperative committees 
have discussed and are discussing. The topics that have been pre- 
sented are many and varied, and the net result, as far as Bonneville 
Power Administration is concerned, has not only been a saving in 
dollars and cents, but labor, through these committees, has been given 
the opportunity to present its thoughts about its work, what it has 
observed, and what suggestions it has to improve these conditions. 
Both labor and management have learned about the problems which 
confront them. In turn each has come away with a greater under- 
standing of the problems confronting each other. 

The joint cooperative committees have also served as an efficient 
medium available to management to keep labor informed on a direct 
basis of changes taking place within the Bonneville Power Adminis- 
tration. This action serves to remove cause for misunderstanding 
and keeps its employees informed as to actions about to take place 
or contemplated, thus removing all cause for rumors, speculation, or 
second-hand information. 

BPA has found this action to be a vitally important factor in pro- 
moting good relations between labor and management. Labor through 
these joint committees has been given an opportunity to speak out 
on things with which it is vitally concerned—its job. It has responded 
wholeheartedly to this opportunity. The result has been that both 
labor and management have benefited from these joint cooperative 
conferences. 


XI. ApprRENTICESHIP TRAINING 


There is no finer contribution to our Nation’s well-being than a 
sound apprenticeship program that gives a young man the opportunity 
to learn a trade, making progress as he goes, with the full assurance 
that upon the completion of that training he will become a full-fledged 
journeyman, trained to hold his own and at the same time do a good 
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job as a skilled workman, and earn a decent living. In the years 
that lie ahead, we as a Nation are going to need all the skilled crafts- 
men we can muster. 

The agreement between the Bonneville Power Administration and 
the Columbia Power Trades Council in section 39.1 states: 

An appropriate system of apprenticeship shall be established and maintained 
for employees of the Administration. A central joint council on apprenticeship 
shall be maintained for this purpose, consisting of an equal number of representa- 
tives of the Administration and the council. The minimum standards for appren- 
ticeship shall conform to the standards of the Federal committee on apprenticeship. 

Apprentice rates of pay, ratios, and other matters concerning apprentices will 
be governed by the applicable apprenticeship standards in those crafts in which 
standards have been or may be established as approved by the Federal committee 
on apprenticeship. 

The Central Joint Council on Apprenticeship prepared a plan which 
has become known as the standard apprenticeship plan, for the 
guidance of the Bonneville Power Administration. Without a doubt 
it is one of the most thorough, detailed, and easily understood plans 
of apprenticeship training in existence. The council and the com- 
mittees were advised and assisted by members of the Oregon State 
Apprenticeship Council, the Washington State Apprenticeship Council, 
the Division of Vocational Education of the Oregon State Board of 
Education, the Washington State Board for Vocational Education, 
and the Apprentice-Training Service of the United States Department 
of Labor. 

Any person desiring to serve an apprenticeship files an application 
with the Personnel Division of BPA, and appears in person before the 
appropriate committee regarding his qualifications for serving an 
apprenticeship in the trade selected. The committee recommends to 
the council whether or not the applicant should be accepted as an 
apprentice in this trade, and makes its recommendations to the 
Director of Personnel of the Administration. 


QUALIFICATIONS FOR APPRENTICES 


Entering apprentices selected from Civil Service registers shall be 
between the ages of 18 and 25, inclusive, as of the date of initial appli- 
cation, should have a high-school education or its equivalent, and 
meet such qualifications as are required by civil-service rules and 
regulations. Age and educational qualifications may be modified 
by the council for veterans and apprentices selected from employees 
of the Administration or applicants with transfer or reinstatement 
status. 

JOB AND SHOP EXPERIENCE 


During his apprenticeship the apprentice shall receive, under the 
supervision of qualified journeymen, such job and shop work experi- 
ence in the trade, including selection and preparation of materials, as 
may be necessary to develop a practical and skilled journeyman crafts- 
man adequately versed in the theory and practice of said trade. 

If, because of trade conditions, the committee finds that certain 
skills might be better developed in class and/or related instruction 
than in the shop or on the job, the committee may recommend to the 
council that the latter authorize the development of such skills in class 
and/or related instruction work, 
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EXAMINATIONS 


Each apprentice shall be jointly examined approximately every 6 
months by the committee, with the assistance of the supervisor of 
apprentice training, and the instructor in charge of classes in related 
and supplemental instruction for the purpose of dete rmining the prog- 
ress of the apprentice. 

Apprentices who pass the examination shall be advanced to the next 
rank in the term of apprenticeship. If an apprentice fails to show 
progress, he may be required to repeat the work in which he is deficient. 
If he does not have the aptitude or inclination to become a competent 
skilled workman his apprenticeship may be terminated. 

The council considers the results of each examination. When an 
apprentice has made outstanding progress, the council recommends 
to the director of personnel his advancement commensurate with his 
ability. 

The apprentice upon completing the period of apprenticeship takes 
an examination prescribed by the council. If the apprentice fails to 
pass the final examination, he shall be examined again 6 months after 
the date of his failure. 


CERTIFICATION OF COMPLETION—JOURNEYMAN STATUS 


Upon a joint finding by the committee and the supervisor of 
apprentice training that an apprentice has successfully completed his 
apprenticeship, the committee and supervisor recommend to the 
council that such apprentice be granted a Certificate of Completion 
of Apprenticeship in the trade. ‘Phe council then recommends to the 
Federal Committee on Apprenticeship that a Certificate of Comple- 
tion of Apprenticeship be issued to said apprentice. Upon issuance 
of such a certificate, the apprentice becomes eligible to journeyman 
status. This plan also spells out in detail the standards of appren- 
ticeship for the electrical trade, machinists, and painters. 

The electrical trade is divided into three divisions: (1) Line con- 
struction and maintenance; (2) station and substation construction 
and maintenance; (3) station and substation operation. 

Training of apprentices in the electrical trade is of vital importance 
to Bonneville. ‘This is especially so where substation operations are 
concerned. Engineering progress in substation operation and main- 
tenance has been rapid during the past decade, with many new and 
complicated features embodied therein. These improvements have 
to be mastered from a maintenance standpoint as well as operations. 
As Bonneville continues to increase its lines and substations, an 
adequately trained labor force is of ‘vital importance to its efficient 
operation. 

The purpose of these apprenticeship standards is to encourage and 
provide for the careful selection and adequate training of persons 
entering the electrical workers’ trade in the Bonneville Power Admin- 
istration, and to promote and maintain bigh standards of workman- 
ship in the trade. These standards implement and are part of the 
standard apprenticeship plan for all trades and crafts in the Bonneville 
Power Administration. 

In addition to other qualifications, entering apprentices are required 
to have had at least 6 months’ experience in one or more branches of 
this trade. The first 500 working hours served as an apprentice are 
a probationary period for each apprentice. 
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job as a skilled workman, and earn a decent living. In the years 
that lie ahead, we as a Nation are going to need all the skilled crafts- 
men we can muster. 

The agreement between the Bonneville Power Administration and 
the Columbia Power Trades Council in section 39.1 states: 

An appropriate system of apprenticeship shall be established and maintained 
for employees of the Administration. A central joint council on apprenticeship 
shall be maintained for this purpose, consisting of an equal number of representa- 
tives of the Administration and the council. The minimum standards for appren- 
ticeship shall conform to the standards of the Federal committee on apprenticeship. 

Apprentice rates of pay, ratios, and other matters concerning apprentices will 
be governed by the applicable apprenticeship standards in those crafts in which 
standards have been or may be established as approved by the Federal committee 
on apprenticeship. 

The Central Joint Council on Apprenticeship prepared a plan which 
has become known as the standard apprenticeship plan, for the 
guidance of the Bonneville Power Administration. Without a doubt 
it is one of the most thorough, detailed, and easily understood plans 
of apprenticeship training in existence. The council and the com- 
mittees were advised and assisted by members of the Oregon State 
Apprenticeship Council, the Washington State Apprenticeship Council, 
the Division of Vocational Education of the Oregon State Board of 
Education, the Washington State Board for Vocational Education, 
and the Apprentice-Training Service of the United States Department 
of Labor. 

Any person desiring to serve an apprenticeship files an application 
with the Personnel Division of BPA, and appears in person before the 
appropriate committee regarding his qualifications for serving an 
apprenticeship in the trade selected. The committee recommends to 
the council whether or not the applicant should be accepted as an 
apprentice in this trade, and makes its recommendations to the 
Director of Personnel of the Administration. 


QUALIFICATIONS FOR APPRENTICES 


Entering apprentices selected from Civil Service registers shall be 
between the ages of 18 and 25, inclusive, as of the date of initial appli- 
cation, should have a high-school education or its equivalent, and 
meet such qualifications as are required by civil-service rules and 
regulations. Age and educational qualifications may be modified 
by the council for veterans and apprentices selected from employees 
of the Administration or applicants with transfer or reinstatement 
status. 

JOB AND SHOP EXPERIENCE 


During his apprenticeship the apprentice shall receive, under the 
supervision of qualified journeymen, such job and shop work experi- 
ence in the trade, including selection and preparation of materials, as 
may be necessary to develop a practical and skilled journeyman crafts- 
man adequately versed in the theory and practice of said trade. 

If, because of trade conditions, the committee finds that certain 
skills might be better developed in class and/or related instruction 
than in the shop or on the job, the committee may recommend to the 
council that the latter authorize the development of such skills in class 
and/or related instruction work. 
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EXAMINATIONS 


Each ‘apprentice shall be jointly examined approximately every 6 
months by the committee, with the assistance of the supervisor of 
apprentice training, and the instructor in charge of classes in related 
and supplemental instruction for the purpose of determining the prog- 
ress of the apprentice. 

Apprentices who pass the examination shall be advanced to the next 
rank in the term of apprenticeship. If an apprentice fails to show 
progress, he may be required to repeat the work in which he is deficient. 
If he does not have the aptitude or inclination to become a competent 
skilled workman his apprenticeship may be terminated. 

The council considers the results of each examination. When an 
apprentice has made outstanding progress, the council recommends 
to the director of personnel his advancement commensurate with his 
ability. 

The apprentice upon completing the period of apprentice — takes 
an examination prescribed by the council. If the : apprentice fails to 
pass the final examination, he shall be examined again 6 months after 
the date of his failure. 


CERTIFICATION OF COMPLETION—JOURNEYMAN STATUS 


Upon a joint finding by the committee and the supervisor of 
apprentice training that an apprentice has successfully completed his 
apprenticeship, the committee and supervisor recommend to the 
council that such apprentice be granted a Certificate of Completion 
of Apprentic eship in the trade. ‘Phe council then recommends to the 
Federal Committee on Apprenticeship that a Certificate of Comple- 
tion of Apprenticeship be issued to said apprentice. Upon issuance 
of such a certificate, the apprentice becomes eligible to journeyman 
status. This plan also spells out in detail the standards of appren- 
ticeship for the electrical trade, machinists, and painters, 

The electrical trade is divided into three divisions: (1) Line con- 
struction and maintenance; (2) station and substation construction 
and maintenance; (3) station and substation operation. 

Training of apprentices in the electrical trade is of vital importance 
to Bonneville. ‘This is especially so where substation operations are 
concerned. Engineering progress in substation operation and main- 
tenance has been rapid during the past decade, with many new and 
complicated features embodied therein. These improvements have 
to be mastered from a maintenance standpoint as well as operations. 
As Bonneville continues to increase its lines and substations, an 
adequately trained labor force is of vital importance to its efficient 
operation. 

The purpose of these apprenticeship standards is to encourage and 
provide for the careful selection and adequate training of persons 
entering the electrical workers’ trade in the Bonneville Power Admin- 
istration, and to promote and maintain bigh standards of workman- 
ship in the trade. These standards implement and are part of the 
standard apprenticeship plan for all trades and crafts in the Bonneville 
Power Administration. 

In addition to other qualifications, entering apprentices are required 
to have had at least 6 months’ experience in one or more branches of 
this trade. The first 500 working hours served as an apprentice are 
a probationary period for each apprentice. 
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TERM OF APPRENTICESHIP 


The term of apprenticeship is three consecutive years and includes 
432 hours of related and supplemental instruction in the subject mat- 
ter of the trade and approximately 5,520 hours of job and shop experi- 
ence in one of the various branches of the trade, provided the appren- 
tice successfully completes at least 80 percent ‘of the required hours 
for each of the work processes of one of the branches of this trade. 

The following is an outline of the various branches and the chief 
work processes constituting each branch of this trade and the required 
number of hours for each work process. The apprentice works in one 
of these branches of the trade to learn the required skills under the 
watchful eye of a journeyman and apply this knowledge to the subject 
matter of this trade. 


LINE CONSTRUCTION AND MAINTENANCE 























Daeie os Number of 
Work process here 
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10. Miscellaneous (to include available distribution work) ...........-.....-.-.-..---.--...- 770 
eR atitcd ak alent deb Oday ccnedeiddddbenneathediiad ab tpeuinbuubasidaas dbddibnttean 520 
STATION AND SUBSTATION CONSTRUCTION AND MAINTENANCE 

1. Substation operating and blueprint reading ---.........-......-..--.--.---..---.--------- 460 
2. Installation, adjustment, and maintenance of disconnect switches and oil circuit breakers 1, 200 
3. Control end protection wiring and temting- 22.2.0. oki nck cn eee ese | 1, 000 
4. Installation and maintenance of transformers. - leech caitlin iiiadae ietainreeh bint oe eae 460 
5. Installation and maintenance of condensers.__--..........-- ita en Saterteka an dughe ceed 460 
. Instaliation and maintenance of rotating equipment pp iheehater lads ates dpldodnas selbon iad 160 
. Electrical equipment repair, machine tools and shop work-_ -- 920 

8. Installation and maintenance of batteries, battery chargers, motor gene rator sets, and | 
miscells aneous contro) equipment hn dilsiitntl b ehisinndiaaiy distanced adem ie ain ulin } 460 
9. Safety meetings, care and inspection of safety equipment -__--_.........-- eebudunnaanwe 100 
Dib cI ac. spaces Sabb gies dc dics sa dbacelieeenoee bere 300 
Rh Oh Salta cameisedscbicnthekSecnud aekccnocmbhaa be an pbbbeses cewhudevhneskenhuas 5, 520 

STATION AND SUBSTATION OPERATION 
| 

Ss daca tbe ch nia hniighdbatabtcekinal bs sek did vaiidin i chide det cekekastidtiens | 460 
SE el RE, LLL A AEN A ap OLESEN LAI ALE ALI ER 300 
ee  narengbpesea rman ape bers, resp OCC ANE EEA OETA Te ET ae OTT 600 
4. Maintenance of substation electrical equipment, - .-.--...---.-----------.--------------- 460 
5. Cleaning and general care of substation e quipmé ME Siete te ee ae eee bate | 1,150 
6. Checking and analysis of substation drawings. .-.....-..-...----..-----..-.----------.-- | 1, 750 
a ie ce 300 
&. Safety meetings, care and inspection ‘of safety equipment Je tckbhbiickiseadekwasdbunons ae 200 
TS SE ee Ta ee RE SA Se TEE RS I SE | 300 
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RELATED INSTRUCTION 
The following is a condensed outline of the subject matter related 


to this trade in which the apprentice shall receive a course of ad- 
equate instruction: 


1. Materials 11. Information relating to other trades 
9 TT . ‘ . 7 ‘ 

4; Pools 12. Rules and regulations governing the 
3. Equipment manufacture, installation, opera- 
4. Science p tion and/or use of electrical cir- 
6. ae cuits, products, and devices 

6. Economics ' ay : 

- nie F 13. Labor laws pertaining to this trade 
7. History a: 

8. Layout and blueprint reading 14. Trade terms 

9. Safety instruction and first aid 15. Such other related subjects as mav 


10. Prevention of property damage and from 


time to time be deemed 
damage to the work of others 


necessary or useful 
WAGES 


Wages of apprentices in this trade shall be paid upon the following 
basis: 


Percentage of journeyman’s | . Percentage of journeyman’s 
Rank: prevailing rate Rank—Con. prevailing rate 
] 4 ; , 76. 66 } s _. 8&8. 48 
2 ‘ . 80. 60 | 5 92. 42 
3 $4. 54 | 6 ot one le 96. 36 


Percentage wage increases during the term of apprenticeship are 
granted in accordance with the above schedules upon successful com- 
pletion of the assigned work and related instruction. The normal 
duration of each rank is 6 months. 


RATIO OF APPRENTICES TO JOURNEYMEN 


The ratio of apprentices to journeymen is determined on a system- 
wide basis for each branch of the trade and is 1 apprentice to the first 
6 journeymen and 1 additional apprentice to each additional 10 
journeymen, counting foremen, working foremen, chief and senior 
substation operators, and dispatchers as journeymen. Dispatchers 
are considered as part of the station and substation operation branch 
of this trade. 

Many of the journeymen substation operators have taken the 
courses utilized in training of the apprentices. They have availed 
themselves of this opportunity in order to keep themselves abreast of 
the tremendous technical advances that have been made in the past 
10 years. Due to the fact that a good part of Bonneville’s lines are of 
the 230 kilovolts, the special linemen that BPA has on these lines is 
good only on hot work of this size. Bonneville is at present trying to 
work out a program where linemen before completing their apprentice- 
ship may spend a period with a large utility in order to get 
adequate distribution experience with low voltage. 

While the electricians, lmemen, substation operators, and other 
classifications in this trade constitute by far the largest craft group 
of employees on Bonneville, there are other trades that are equally as 
important; they are the machinists and painters. 


more 
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TERM OF APPRENTICESHIP FOR MACHINISTS 


The term of apprenticeship shall be four consecutive years and shall 
include 576 hours of related and supplemental instruction in the 
subject matter of the respective trade and approximately 7,360 hours 
of job and shop work experience in the various work processes of said 
trade, provided that the apprentice must successfully complete at 
least 80 percent of the required hours of each of the said work processes 
of such trade, except as modified by the standard apprenticeship 
plan. 

WORK PROCESSES 


The following outline of the work processes of these respective trades 
and the required number of hours for each work process with the 
apprentice being given work in the trade selected in order to develop 
the required skills and knowledge of the related subject matter of said 
trade. 





Machinists’ trade: Hours 
IN scaled pep oe wih eed ewa ears 480 
a de Os 2 LUGE Gk owe caro 1, 760 
a a a ES eal ni nin i cane 320 
a Sa es nee alan 320 
cameo eohavueksussakseomus 800 
a sk cnltaien bd eantoren do eh ek edo 960 
aI COI do i a cen eri cs palbalbectalete ak 560 
Ica I. sa wicamiiniom ess awetie 720 
Le 2  cuaiin weer mah ie ee tools ae 320 

ie: en eee Soe eas. soaks eabéawosbuancwscdense 320 
I Pamela id et hunwahals 160 
a IN a AS css shite dh tment Mild coin Sl 640 

er a ee ee ne a 7, 360 


Automotive machinists’ trade: 
1. Chassis, springs, shock absorbers, steering gears, front systems, 


Drakes, mechanical body Roneite. ....- soos - oot cen se 1, 250 
2. Clutches, transmissions, torque control, universal joints, gear shift- 

ing devices, differentials, and rear axles__.......------------- 1, 250 
3. Power plants, power-plant suspension, valve operating mechanism, 

valves and valve timing, auxiliary devices, cooling systems- ----- 1, 500 
4. Ignition, wiring, lighting, batteries, starters, generators, trouble 

ee RII cei pie & alak ante 2, 000 
Dv nea Saat en nak ae anc ane Sel sun wee wets 1, 360 

tetas SP et Re ES litte aap akad 7, 360 

INSTRUCTION 


The following subjects relate to the machinists’ trade and all ap- 
rentices are required and they are to receive a course of adequate 
instruction in these subjects. 


Materials 

Tools 

. Equipment 

Science 

Mathematics 

Economics 

History 

. Layout and blueprint reading 

. Safety instruction and first aid 

. Prevention of property damage and damage to the work of others 


SONS oR oN 


_ 





A PON a0 





etl PR aA 
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11. Information relating to other trades 

12. Rules and regulations governing the manufacture, installation, operation, 
maintenance and/or use of machine products and materials, and of auto- 
motive machine components with respect to the automotive machinists’ 
trade 

13. Labor laws pertaining to this trade 

14. Trade terms 

15. Such other related subjects as may from time to time be deemed necessary 
or useful 


Apprentices’ wages are paid on the following basis: 


| Percentage of journeyman’s 





pre I te 
le (i in rn ee ae : y on 
Machinist 
} apprentice 
| 
i ie ek oe oe eee dae eiaanbakeddueadeimauwansa 6 60 
RE Ra a ee ae ee ee ee eee 65 65 
Cee lice ede 70 70 
Pi telint aliibaindnsindh Hath ANednh aban heeeieeenetntainednn Rend 75 75 
a te aaniibans S80 80 
a ee a eae ies camangigadaeaenreans | 85 | &5 
ee a eT tn ke endian oaudiiet 90 | 90 
Dit eek detec ndash utah sahtniie ema omeens comeneie y 95 





Percentage wage increases during the term of apprenticeship are 
granted in accordance with the above schedule upon successful com- 
pletion of the assigned work and related instruction of a particular 
rank. The normal duration of each rank (training period) is 6 
months. 


RATIO OF APPRENTICES TO JOURNEYMEN 


The ratio of apprentices to journeymen is determined on a system- 
wide basis for each of these trades and is one apprentice to each five 
journeymen, counting foremen and working foremen as journeymen, 
for each of said trades. 

The setting up of this apprenticeship training program has involved 
a great deal of painstaking effort and time to get it going. More 
important than this is the continued efforts that have been made to 
improve the training and to keep it functioning day in and day out. 
The administering of such a program as this one is not an easy task. 
It has required a great deal of painstaking effort, which it has received 
from both Bonneville Power Administration and the Columbia Power 
Trades Council. The young men who have taken this training have 
benefited by becoming skilled craftsmen. Bonneville by acquiring 
highly skilled journeymen benefits through the utilization of young 
men thoroughly trained in its intricate and expanding operations. 


XII. HEALTH AND SAFETY 


The Safety Unit was originated in June of 1941. It functioned 
under the Director of Personnel at that time and was placed within 
the Safety and Training Section in 1947. It was established to develop 
all activities which relate to the protection of employees from personal 
injury and occupational disease. As part of its duties the unit is 
responsible for the administration of all matters pertaining to the 
United States Employees’ Compensation Act. 
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Accidents involving personal injury to employees or damage to 
Administration property, as well as motor-vehicle accidents, are 
reported to the safety office. Personal-injury reports are analyzed 
and reported to the Compensation Commission in Washington, D. C. 
Property damage and motor-vehicle accidents are investigated and 
proc essed, files are kept on all cases. 

The safety educational program is a combined function of the Safety 
and Training Units. Although safety education and training of indi- 
vidual personnel i in safe w orking practices on the job is a supervisor’s 
responsibility, the safety office ‘furnishes data to the supervisors and 
assists in the training of groups of employees. The educational pro- 
gram is carried on throughout the Administration by means of safety 
meetings which are held at regular intervals at all activity points, 
Additional safety information is circularized to employees by showing 
of motion pictures, distribution of literature, safety bulletins, leaflets, 
and posters. Information is’ supplied and records submitted for em- 
ployees qualifying for national safe-driver awards and for national 
fleet safe-driving contests. 

The engineering functions of the Safety Unit involve elimination of 
existing and potential hazards which may result in personal injury or 
property damage. Inspections are made of working areas, including 
construction projects, substations, transmission lines, office buildings, 
shops, garages, warehouses, vehicles, and miscellaneous facilities, to 
insure proper guarding of dangerous places and machinery and equip- 
ment. All accidents, whether personal injury, vehicle, fire, or prop- 
erty damage, are investigated and reviewed in order to determine the 
cause and recommend the necessary steps to prevent recurrence. 

In the administration of the safety program the Safety Unit analyzes 
data obtained from inspections and accident investigations. It uses 
this information in the establishment of new or improvement of existing 
safe working practices. The Unit establishes health and safety 
standards and regulations; and it directs inspections to insure com- 
pliance with, and secures the enforcement of, these standards and 
regulations throughout the Administration. 

The legislation creating BPA provided that the Administrator could 
employ physicians, without regard to civil-service laws or regulations, 
for the stated purpose of making physical examinations of employ ees or 
prospective employees who are or may become laborers, mechanics; 
and workmen. 

The agreement between Bonneville Power Administration and the 
Columbia Power Trades Council under a section entitled “Safety 
and Health” provides the following: 

The Administration will endeavor to comply with all State and local laws and 
regulations relating to the safety and health of employees and will take such 
additional steps as may be necessary to make adequate provision therefor, in- 
cluding the establishment and maintenance of appropriate first-aid stations and 
other facilities. The Administration will also furriish, formulate, and publish 
safety rules to which the employees shall be required to conform, 

Bonneville has an excellent record as far as work on its high-tension 
lines are concerned. Some of this work is the most dangerous of its 
kind in the Nation. A course in first aid is required of all linemen. 
This training is conducted in cooperation with the American Red 
Cross and the National Safety Council. 

BPA has constantly tried to educate its employees into the ways 
and means of safety. The employees of Bonneville have shown that 
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they understand the full meaning of the word “‘safety’’ by the way in 
which they go about their daily tasks. The efforts put forth by 
Bonneville along these lines have paid off in increased efficiency and 
a minimum of lost time for its employees. 


XIII. Recrurirment PROGRAM AND PERSONNEL DIVISION 


The Bonneville Power Administration, and all other agencies in the 
Northwest, be they public or private, are in competition with one 
another for competent personnel. This holds for all levels of per- 
sonnel but is especially true where the recruitment of graduate engi- 
neers is concerned. 

During the war years Bonneville, like other organizations, was 
faced with the problem of securing a staff wherever and whenever 
possible on a war-service basis. College enrollment in the fields of 
engineering was low, and ae found themselves by and large in 
the military service. 

At the end of the war BPA had better than 800 men on military 
leave. Many of these were engineers. Approximately 600 men 
returned for reemployment, and for a while the Administration was 
adequately staffed from the standpoint of engineering. In 1947 the 
Administration experienced a reduction in force and operated on a 
reduced staff basis until the spring of 1948. From the standpoint of 
employment of graduate engineers, from 1937 until the spring of 1948 
there was no program of hiring college-graduate engineers. 

On June 30, 1948, there were two GS-5 (P-1) engineers employed 
by BPA and very few GS-7 (P-2) engineers who were college-trained. 
The appropriations for fiscal year 1948-49 called for an expanded 
program and an expanded engineering staff. 


SPRING HIRING, 1948 


In the spring of 1948 the Bureau of Personnel Management and 
the Chief Engineer felt that, if Bonneville was to continue to operate 
economically and handle the tremendous new construction program, 
it was imperative that BPA acquire young men who had majored 
in engineering. The start was made from scratch. Contacts between 
the BPA and the engineering colleges of the Pacific Northwest from 
1937 to the spring of 1948 had, for hiring purposes, been negligible. 

Requisitions for 34 engineers, prince ipally electrical, were placed with 
the Civil Service Commission, but they had no elegible lists. BPA 
therefore received authority to make temporary pending register 
appointments. The Personnel Director visited the majority of the 
State colleges in the Pacific Northwest. The result was the hiring of 
34 men, as follows: Oregon State College, 10; Washington State 
College, 7; Montana State College, 1; University of Washington 
University of Idaho, 3; other, 6. 


y 8 


MIDTERM HIRING, 1948—49 


During the fall of 1948 Bonneville encouraged the Civil Service 
Commission to announce an examination so that midterm graduates 
could be hired from civil-service lists, and our TPR hires of the previ- 
ous spring would have the opportunity to qualify on a permanent 
basis. All the schools were notified of the test. Approximately 20 
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men were hired at midterm from the resulting lists. Representation 
was as follows: Oregon State College, 3; Washington State College, 0; 
Montana State College, 1; University ‘of W ashington, 4; other, 12. 
At the same time that the midterm hiring was being done, an exami- 
nation was announced whereby spring graduates could secure places on 
eligible lists. 

The Personnel Division had established connections with all the 
engineering schools in the Northwest, and Bonneville encouraged 
deans and faculty members to get their students to participate in the 
examination. Participation in the examination was good. 


SPRING HIRING, 1949 


The previous spring and midterm personnel had performed so well 
on the job that requisitions were received in the spring of 1949 for 72 
positions. Concurrently with the requests for grade 5 engineers there 
was almost a complete stopping of submission of requisitions by super- 
visors for grade 7 and grade 9 positions. All 72 positions were filled 
from civil-service lists in the prescribed 1—2-3 order. Numerically 
the college representation was as follows: Oregon State College, 28; 
Washington State College, 15; Montana State College, 9; University 
of Idaho, 4; University of Washington, 7; other, 9. The reporting 
for duty of these 72 engineers in the spring of 1949 filled up the 
majority of the vacancies for the subsequent fiscal year. 


SPRING HIRING, 1950 


The grade 5 engineer examination was announced by the Seattle 
office of the Civil Service Commission the early part of December 1949. 
The Bureau of Personnel Management during December and the first 
2 weeks of January arranged visits to each of the engineering college 
campuses and made available to these schools large numbers of appli- 
cation cards, copies of the examination announcement, and material 
about the BPA. Meetings were held on the campuses with deans, 
department heads, and students. As a result, participation in 1950 
examinations totaled 1,500. This figure included freshmen, soph- 
omores, and juniors as well as seniors. Applications to take the exam- 
ination totaled about 500 at Oregon State College, 550 at the Univer- 
sity of Washington, and more than 100 each at W ashington State 
College, Montana State College, and the University of Idaho. A 
substantial number of the seniors in electrical engineering at each of 
the colleges applied for the examination. 

Since recruiting of junior engineers began in June of 1948, Bonne- 
ville has employed a total of approximately 250 men. 

BPA has not overlooked the advantages of establishing relations 
with all of the colleges, junior colleges, and high schools in this area. 
During 1949, when BP: employed approximately 72 graduate engi- 
neers, “Bonneville was also employing approximately 100 subprofe: S- 
sional engineering aides. The Civil Service Commission examinations 
for engineering aides have been inadequate for the last several years, 
both in terms of quality and quantity. This forced BPA to make 
temporary pending examination appointments, with all of the draw- 
backs which go with such appointments. In January of 1950 an 
engineering aide examination was announced on a written-test basis, 
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and Personnel attempted to get both a quality and quantity type of 
list established, a one-page digest of the examination announcement, 
along with a statement indicating the significance of the test and the 
advantages for employment that were offered if people would compete. 
These announcements were sent not only to engineering colleges but 
to a great number of liberal-arts colleges and all of the high schools and 
junior colleges in metropolitan Portland. The result was considerable 
competition over and above that for previous tests. 

Although Bonneville employed but a half a dozen liberal-arts 
graduates immediately from the campus in the last several years, the 
Bureau of Personnel Management thought that it would be an advan- 
tage, both to the BPA and the Government, for the colleges to know 
about the examination and its significance, and particularly that news 
of the examination reach down to the students themselves. The 
support of the Portland Federal Personnel Council was enlisted 1 
this program. 

Bonneville has taken the leadership in getting the colleges to ask the 
Civil Service Commission to have typing and stenographic examina- 
tions conducted on the campuses in the spring of each year. It is not 
infrequent to have college-trained people certified to the Commission 
as eligible for clerical positions. The disadvantages of hiring over- 
qualified people for clerical types of positions is readily apparent. 
Bonneville feels there is a happy medium which can prove extremely 
valuable to all parties concerned. 

In addition to this effort the Bureau of Personnel Management has 
prepared an excellent booklet entitled “Engineering Employment 
Opportunities with BPA.” This pamphlet sets forth the procedures 
to be followed in attaining employment with Bonneville, rotation of 
assignments, salary, and the various divisions and branches in Bonne- 
ville and what each does. 


RESEARCH AGREEMENTS 


During 1950 Bonneville entered into new cooperative research 
agreements with six colleges and universities of the Pacific Northwest. 
These are the University of Washington, Washington State College, 
University of Oregon, Oregon State College, Reed College, and the 
University of Portland. Under the research agreements the partici- 
pating institutions and Bonneville will share jointly the costs of the 
studies made. BPA’s share of the costs will be $30,000. The con- 
tracts cover the continuation of studies of the characteristics of the 
heat pump and its relationship to power requirements, studies of 
sprinkler irrigation, studies of high-frequency generator requirements 
for continuous-process pilot plant for quick freezing of fruits and 
vegetables, the development of electronic vibration recorders, several 
power-requirements studies, the development of a supervisory training 
program, and the development and maintenance of current mineral- 
resources data. 

The types of engineers employed by Bonneville were electrical, 68.76 
percent; civil, 13.54 percent; mechanical, 7.81 percent; and miscella- 
neous, 9.89 percent for 1949. 

The Bonneville Power Administration has reaped benefits from this 
intensive recruitment program directed at the university graduate. 
Bonneville has succeeded in securing a goodly share of the top men 
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in the graduating class from these excellent engineering schools in the 
Northwest. It has done so in competition with private industry and 
other governmental agencies, both State and municipal. It has been 
realistic in its approach to the recruitment of college-trained men 
and it has not oversold itself with glowing promises of rapid advance- 
ment and other inducements as many utilities, both private and public, 
have indulged in in order to get the young graduate to come to work 
for their organization. BPA has stuck to the facts and the facts have 
sold themselves. 
PERSONNEL DIVISION 


The Personnel Division in the organizational set-up of the Bonne- 
ville Power Administration has not been one of the stronger divisions 
of Bonneville. It has been plagued by a procession of directors, and 
the gradual limitation of its area of operation. It takes experienced 
men who have worked at trades or with them to have an adequate 
understanding of the building and utility crafts. You very seldom get 
that type of person in personnel work. Part of the Personnel Divi- 
sion’s trouble in BPA was due to this lack of experience in dealing with 
the trade-unions during the early days of Bonneville’s operations. In 
1945 all dealings with the crafts as such were removed from the Per- 
sonnel Division and placed in the hands of a labor relations adviser. 

The Personnel Division has published a book for the employees of 
Bonneville, entitled “Know Your BPA.” It is an excellent publica- 
tion and explains the purpose and policies of the Bonneville Power 
Administration. The objectives of the Bonneville Power Adminis- 
tration are set forth as: 

To promote conservation and development of the region’s 
resources, 
2. To provide new cases for job opportunities and for private 
investment. 
To contribute to an increasingly higher standard of living. 
To repay on schedule the investment of the Government in 
Federal power schedules. 

No personnel division in any agency of the Government can possibly 
have the free hand that it should have in the hiring of help when it 
does not have the final say as to whom it shall or shall not employ. 
Under the present law under which Bonneville operates it does not 
have the final say as to whom it shall employ; that function is shared 
with CivilService. BPA cannot hire and fire as the situation warrants. 
It has tried to instill a feeling that Bonneville is a good place to work. 
An effort has been made to combine the objectives of Bonneville, and 
the promise of advancement to the individual whose merit and effi- 
ciency warrant it. This isa difficult task to accomplish under civil 
service. All too often under civil service indifference and a loss of 
individual initiative become the order of the day. Bonneville has 
tried and has succeeded in part in trying to install individual initiative 
wherein honest hard work and effort are rewarded. 
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XIV. THe Supstations 


The substations of the Bonneville Power Administration form the 
backbone of the entire BPA transmission system. It is in the build- 
ing, operation, and maintenance of these substations and transmission 
lines that the everyday working relations between labor and manage- 
ment are being established. There are 108 substations with a trans- 
former capacity of 2,765,975 kilowatt-amperes under self-cooled condi- 
tions and 3,389,808 when force-cooled. During 1950 capacity was 
increased by 308,200 kilowatt-amperes. 

A substation is an assembly of electrical equipment for the purpose 
of raising the voltage for transmission purposes or lowering it for 
distribution purposes, and routing power among various lines as 
desired. Bonneville has divided its substations into class A. B. . 
and D. The class A substations are the large substations. These are 
the Troutdale, J. D. Ross, Covington, Midway, and Spokane. Class 
B substations are located in Eugene, Albany, Salem, Oregon City, 
St. Johns, all in Oregon. The following stations are located in 
Washington: Alcoa, Longview, North Bonneville, Chehalis, Port 
Angeles, Raymond, Tacoma, Snohomish, Walla Walla, and Columbia. 

Depending on the size of the substation, the working staff consists 
of the following: (1) Chief operator, (2) senior operator, (3) substation 
operator, (4) junior substation operator, and (5) apprentice substation 
operator. 

These substations have been designed and built entirely by Bonne- 
ville. They are of excellent design, sound construction, and are well 
maintained. Many of these substations were visited. The sub- 
stations at Midway and Chehalis are worthy of mention for several 
reasons. The Midway substation is completely isolated from all 
towns or villages, in a semiarid region of plains and coulees in the 
State of Washington. 

Due to the fact that the Midway substation is far removed from all 
areas, Bonneville has erected a residence dormitory for the men em- 
ployed at Midway. There is nothing grand or lavish about this 
residence. The rooms are neat and tidy. There is a well-equipped 
kitchen with a large room that serves as a dining room and a sitting 
room. A cluster of nine small homes has been erected adjacent to 
the dormitory to take care of the men who have families. These 
homes are rented at a nominal rental. 

While these substations have become more and more automatic in 
their operation, this advance to automatic controls has made the work 
of the operators become more routine and yet due to these rapid 
changes the work of the operators is becoming increasingly compli- 
cated. The operator must be prepared to act instantly and correctly 
when an outage occurs or something goes wrong. It is then that all 
the training and experience of the operator must be utilized and 
utilized correctly. 

Many of the operators in the substations feel that top management 
and others in the main office of Bonneville in Portland, Oreg., do not 
show enough interest in these out-of-the-way substations. They are 
certainly cut off in a physical sense from all outward forms of civiliza- 
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tion, and their only contacts with BPA are through the mail and phone 
calls. These men are isolated in every meaning of the word. Frequent 
visits from management would remove this isolated feeling from these 
operators. It would tone up their work. They would realize from 
these visits of management that their efforts and progress in their 
work were duly recognized by BPA officials. While occasional inspec- 
tion trips by management to these substations might involve consider- 
able effort on management's part, they would be worth while for they 
would result in high morale and a greater incentive on the part of 
these operators and others in their everyday efforts in such isolated 
substations as Midway. 


CHEHALIS SUBSTATION 


The Chehalis substation is one of the best maintained among all the 
substations. Inasmuch as the chief operator is in complete charge of 
the substation as far as maintenance of the building and surrounding 
grounds are concerned, this allows considerable leeway for the chief 
operator, especially in keeping the lawns, switchyards, and the general 
appearance of the substations. 

The chief operator of this substation is Mr. Arthur D. Gothberg and 
it is under his supervision that the Chehalis substation has become 
more or less of a showplace among the Bonneville substations. Bonne- 
ville maintains a small nursery where various plants are kept and later 
transplanted to the grounds surrounding the substation. The Chehalis 
substation has various fir trees neatly placed and pruned, with a border 
of rose bushes of all types in the front of the substation. Roses are in 
steady bloom throughout the summer months and fall in this section 
of the Nation, and the way in which they have been laid out and cared 
for at the Chehalis substation is not only a credit to the chief operator, 
but it shows what can be done to beautify a substation, which all too 
often are eyesores to the community and the surrounding area. 

These substations aside from a large main room where control panels 
are located and desks for the operators to check the various changes 
taking place in the numerous dials on the panels, contain several small 
rooms, one of which is a fully equipped first-aid room, a kitchen, and 
toolrooms. Most of the substations operate on a 24-hour basis, 
round the clock, 7 days a week. 

The switchyards which are located in yards adjacent to the sub- 
stations, contain circuit breakers, both oil and air, transformer banks, 
disconnecting switch, control gap and condenser, synchronous and 
various other items of equipment. 

Many of the chiefs of these substations have had many years of 
experience in the utility field before coming to work for Bonneville. 
The result has been that BPA has attracted and during the past 
decade has succeeded in securing and retaining what is without a 
doubt one of the most experienced group of substation operators in 
the Pacific Northwest. Many of these men have had a minimum of 
20 years of service before coming to Bonneville. . 


J. D. ROSS SUBSTATION 


The J. D. Ross substation is the nerve center of the entire Bonneville 
Power Administration transmission system. It is from this substation 
that control of the power over all the lines is centered. There is a 
large dispatchers’ board in a control room which is well lighted and 
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soundproofed. This board shows the entire system—all the lines, 
substations, and interconnecting lines. 

This substation is the main repair depot for all of Bonneville with 
well-equipped machine, paint, and sheet-metal workshops. It is 
located just outside of the city limits of Vancouver, Wash. 


PERSONNEL WORKING IN SOUTHWESTERN OREGON 


A Bonneville crew was visited in southwestern Oregon where a 
115-kilowatt transmission line is being built. This line is called the 
Mapleton-Reedsport line and the Reedsport-Coos Bay line, which 
carries power to the Pacific coast port of Coos Bay in Oregon. 

The Bonneville working crew was under the supervision of Mr. 
Warren W. Ausland, project engineer, who had a crew of 24 men 
assisting in various capacities in the building of these lines. On these 
line jobs, in the majority of cases, the way has to be cleared before the 
line can be constructed. BPA lets this work out to private contrac- 
tors, while the actual building of the line is a separate contract entirely 
from the clearing contract, and is called the construction contract. 

While these Bonneville employees in the field are fairly well satis- 
fied with their working conditions and opportunities for advancement, 
their dissatisfaction is not on this immediate score, but is centered in 
other channels. These men in the field deal directly with the clearing 
contractors. They are dissatisfied with the present policy as pursued 
by BPA in awarding these clearing contracts. They would like to see 
the following conditions become a standard as far as Bonneville’s 
policy and procedures are concerned in the awarding of clearing con- 
tracts: (1) Take prospective bidders over the area to be cleared, so 
that they can actually see what the conditions are that they will 
encounter; thus they will be better able to appraise these factors when 
they submit their bid. It is one thing to read about an area but it is 
something else again to actually see it. (2) See to it that the clearing 
contractor who is contemplating bidding on the project has experi- 
enced men in this type of work, right kind of equipment, and has done 
work of a like nature on clearance work. (3) That the main office in 
Bonneville check with the field forces before letting these clearing 
contracts. (4) Place greater responsibility on the people in the field, 
rather than have all decisions constantly referred to headquarters in 
Portland. 

These are the feelings of the men in the field. While they are con- 
cerned with things that are of immediate and personal concern to 
them, they are also interested in getting the work properly executed. 
The observations as stated above are the steps they believe should 
be taken to make the awarding and execution of these clearing con- 
tracts more efficient with a better job being done and with less trouble 
to all concerned. It is interest in the work at hand such as this by its 
employees that has enabled Bonneville to build transmission lines and 
become increasingly efficient in its operations. 


XV. EvaLvuaATION 


The Bonneville Power Administration has been in existence since 
1937. During the initial stages of its operations, when Bonneville 
was learning how to get on with its employees, it was not a completely 
free agent. BPA could not directly employ personnel since it was 
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under Civil Service. Despite this handicap, Bonneville has succeeded 
in establishing good relations with the crafts. There are many and 
varied reasons as to why labor and management are now working to- 
gether so well. Some of the reasons are: (1) The Administrator of 
Bonneville, Dr. Paul J. Raver, previous to 1945, decided on a policy 
of cooperation with the building trades and other unions; this policy 
resulted eventually in an agreement between the Administrator and 
the Columbia Power Trades Council. (2) Both labor and manage- 
ment have worked hard at making the agreement a living, vital 
document and not just something that is lived up to occasionally or 
when it suits one’s interests to do so. (3) Labor has grown to trust 
the motives of Bonneville. (4) The unions that comprise the 
Columbia Power Trades Council are responsible unions. (5) The 
officers of the Columbia Power Trades Council, Mr. Robert B. 
Sheets and Mr. Oscar G. Harbak, are labor men of proven ability and 
character. (6) Bonneville keeps the council fully informed on all 
matters related to the agreement between BPA and the Columbia 
Power Trades Council. (7) Bonneville is constantly striving to 
improve the working conditions and standards of all its employees. 
(8) The labor relations adviser has top status in the organizational 
set-up of Bonneville, reporting directly to the Deputy Administrator 
or the Administrator. 

The labor policies that Bonneville has instituted have not come 
about because of any paternalistic feeling toward its employees, or 
because a Government agency presumably can be more generous in 
its treatment of its personnel. None of these factors have entered 
the picture. Bonneville has set out on its present course because it 
had to. BPA is in competition with private utilities in this region. 
It had either to meet the standards or conditions of private industry 
or be satisfied with third-rate personnel. Bonneville chose to meet 
that competition and uphold the standards and traditions that were 
established in this region over three decades ago. As a Government 
agency it could not give its hourly employees a union shop, such as 
all of private industry in the utilities has done in the Pacific North- 
west. It has, however, set down in the agreement between the Ad- 
ministrator, Bonneville Power Administration, and the Columbia 
Power Trades Council many items that make for good working con- 
ditions and in some instances have made Bonneville the creator and 
setter of standards in this region. 

The agreement between Bonneville and the Columbia Power Trades 
Council has been amended and improved in the light of experience 
since it first came into being in 1945. It has become, as a result of 
this constructive effort on the part of both labor and management, 
one of the best collective agreements of its kind in the Nation. Its 
contents are simple and to the point, and are written in clear, concise 
language. It has an excellent numerical index. 

The 16 unions that make up the Columbia Power Trades Council 
are all affiliated with the American Federation of Labor. They are 
strong unions—strong in that they have the active support of their 
membership. These men know the value and need of unions as such 
and they accordingly take an interest in their unions. 
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APPRENTICESHIP TRAINING 


Bonneville Power Administration has set up what is without doubt 
one of the finest apprenticeship training programs in the Nation. It 
is the only Government agency training program that has been ap- 
proved by the Federal Committee on Apprenticeship. The training 
program laid out for the electricians, linemen, substation operators, 
machinists, and painters is a practical one, with a minimum of frills 
and unrelated subjects. It not only gives an apprentice a thorough 
grounding in his trade, but combines this guidance under the watchful 
eye of a journeyman craftsman with the apprentice being required to 
take such courses of study as mathematics, history, lay-out and blue- 
print reading, and economics. 

When an apprentice completes this program the young man is able 
to hold his own in any company. He is thoroughly trained, knows his 
craft and what he is about, and can render a contribution through the 
skills that he has acquired through this program. He can command 
a journeyman’s rate of pay without any qualms whatever. 


JOINT BOARD OF ADJUSTMENT 


While this Joint Board of Adjustment as embodied in the agree- 
ment between Bonneville and the Columbia Power Trades Council is 
limited to the hourly employees, it nevertheless provides a good pro- 
cedure and means of settling grievances which have remained un- 
solved after exhausting all the procedures set up to handle them. 

Inasmuch as the joint board is composed of equal membership 
from both management and labor, the board is in a position to render 
decisions on the facts involved without bei ing loaded one way or the 
other. 

The Joint Board of Adjustment provides a body to which cases 
that have been unresolved can be taken and assured of a thorough 
study and review, with a decision forthcoming within a definite period. 

The chief contribution that the joint board has to make is perhaps 
the very fact of its existence. It gives the individual the feeling that 
if in his opinion he has not received adequate and fair consideration, 
there is a body to which he can present his case and receive a thorough 
review of all the facts involved. 


WAGE CONFERENCE 


Bonneville and the Columbia Power Trades Council have now 
been bargaining during the past 6 years over the wage rates to be 
paid for the next year. Both parties to the agreement have become 
skilled in their sampling and presentation of their wage data. The 
area covered by both labor and management embraces a tremendous 
region as to size and scope. 

‘When both sit down to the wage conference they have a good idea 
as to how far they can go. BPA, having studied its data, knows the 
extent to which it can go in adjusting its rates upward. The council, 
having gathered its hourly rates from various union members, has a 
pretty good idea of what the prevailing rates are and as to just what 
they will be able to receive in terms of an increase. Mutual confidence 
and trust has grown on both sides as far as these wage conferences are 
concerned. The Columbia Power Trades Council has found that 
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Bonneville is quite adept at resisting all wage increases other than the 
facts at hand will warrant. One union official stated that Bonneville 
is just as hard and sometimes harder to get an increase out of than the 
toughest private utility with whom they have a contract. 

Labor and management in these wage conferences have found that 
facts are stronger than argument, more impressive than reasoning, 
and more dependable than opinions. 


THE COLUMBIA POWER TRADES COUNCIL 


The Bonneville Power Administration and the 16 unions that com- 
prise the Columbia Power Trades Council have succeeded through 
combined efforts and revision in light of changing conditions since 
1945, when the agreement was first entered into, in creating a collective 
agreement that has radically altered conditions that previously existed 
and has brought about those tangible and intangible conditions that 
make for good relations between labor and management. The 16 
unions which comprise the Columbia Power Trades Council have 
given up some of their sovereignty and conditions that as a rule they 
insist on keeping. They have done this so that the council could 
become an effective body in its dealings with the Bonneville Power 
Administration. There is no closed shop at Bonneville, neither is 
there a union shop. These unions would like to have a union shop. 
This is particularly true in the case of the electricians. Failure to 
receive either a closed shop or a union shop has not stopped them from 
entering into an agreement with Bonneville. The council has suc- 
ceeded in securing conditions that in the eyes of the member unions 
compensate in part for the lack of a closed or union shop. The officers 
and the workmen are proud of the agreement that their council has 
worked out with the Bonneville Power Administration, and have 
worked constantly to educate their membership into living up to its 
terms. 

The Columbia Power Trades Council, its member unions, and the 
employees of Bonneville are familiar with the public purposes for 
which BPA was created, as set forth in the legislation creating the 
Bonneville Power Administration. The work and accomplishments 
of Bonneville and what the transmission line building program has 
meant to this region are all readily apparent to them. They are 
in agreement with Bonneville’s building program and are truly appre- 
ciative of the work being done of which they play no small part, but 
apart from this what matters to the individual is that Bonneville is 
a good place to work. That is of primary importance to the indi- 
vidual workman. 

What is of concern to the individual are such things as, e. g., good 
wages; training program; opportunity to advance; the chance to make 
suggestions about his work and to discuss other phases of it; to feel 
that good work is appreciated; and that a procedure to appeal what 
the individual considers a “raw deal” or grievance, and receive a 
just and honest review of the facts involved, is in existence. These 
are some of the items that make for good working conditions. Bonne- 
ville is striving to make these standards effective day in and day out. 
It is for these reasons and others that labor works hard and considers 
BPA a good place to work. 
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82p CoNnGREsS SENATE 
1st Session 


ADDITIONAL APPROPRIATIONS FOR THE DISTRICT OF 
COLUMBIA 


Marcu 22 (legislative day, Marcu 16), 1951.—Ordered to be printed 


a 


. McKear, from the Committee on Appropriations, submitted 
x the following 


REPORT 


(To accompany H. J. Res. 207] 


NIV. OF MICH. 
MAR 31 195te 


The Committee on Appropriations, to which was referred the joint 
resolution (H. J. Res. 207) making additional appropriations for the 
District of Columbia for the fiscal year 1951, and for other purposes, 
reports the same to the Senate without amendment and with the 
recommendation that the joint resolution be passed. 

The resolution appropriated the sum of $21,250 for salaries and ex- 
penses for the Office of the Administrator of Rent Control from Jan- 
uary 31, 1951, to March 31, 1951. Public Law 883, Eighty-first 
Congress, approved December 21, 1950, extended the rent control 
law for the District of Columbia to March 31, 1951. However, no 
appropriation was made for the expenses of the Rent Control Office 
during the period from January 31, 1951, to March 31, 1951. 

Under date of March 19, 1951, the President submitted a budget 
estimate in the amount of $34,350 for the remainder of the fiscal year 
1951 effective only upon the enactment into law of House Joint 
Resolution 173. The resolution referred to has now passed both 
Houses of Congress. In lieu of an appropriation to cover the months 
of April, May, and June, the joint resolution provides for the repeal 
of the limitation for payment of terminal leave only of $34,000 in the 
appropriation for the Office of the Administrator of Rent Control in 
the Supplemental Appropriation Act, 1951. 

The committee does not feel that there is any need for filling the 
vacancy now existing in the position of clerk-typist GS-2 $2,450, and 
expects the Rent Administrator to see to it that no steps are taken 
to fill the position. It is also the opinion of the committee that no 
new positions be created between now and the close of the current 


fiscal year. 
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The Committee on Appropriations, to which was referred the joint 
resolution (H. J. Res. 207) making additional appropriations for the 
District of Columbia for the fiscal year 1951, and for other purposes, 
reports the same to the Senate without amendment and with the 
recommendation that the joint resolution be passed. 

The resolution appropriated the sum of $21,250 for salaries and ex- 
penses for the Office of the Administrator of Rent Control from Jan- 
uary 31, 1951, to March 31, 1951. Public Law 883, Eighty-first 
Congress, approved December 21, 1950, extended the rent control 
law for the District of Columbia to March 31, 1951. However, no 
appropriation was made for the expenses of the Rent Control Office 
during the period from January 31, 1951, to March 31, 1951. 

Under date of March 19, 1951, the President submitted a budget 
estimate in the amount of $34,350 for the remainder of the fiscal year 
1951 effective only upon the enactment into law of House Joint 
Resolution 173. The resolution referred to has now passed both 
Houses of Congress. In lieu of an appropriation to cover the months 
of April, May, and June, the joint resolution provides for the repeal 
of the limitation for payment of terminal leave only of $34,000 in the 
appropriation for the Office of the Administrator of Rent Control in 
the Supplemental Appropriation Act, 1951. 

The committee does not feel that there is any need for filling the 
vacancy now existing in the position of clerk-typist GS-2 $2,450, and 
expects the Rent Administrator to see to it that no steps are taken 
to fill the position. It is also the opinion of the committee that no 
new positions be created between now and the close of the current 
fiscal year. 
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Anpetrson, from the Committee on Interior and Insular Affairs, 


submitted the following 


{To accompany 8S. 108] 
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The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 108) to amend section 28 of the Enabling Act for 
the State of Arizona relating to the terms of leases of State-owned 
lands, having considered the same, report favorably thereon with 
amendments and unanimously recommend that the bill, as amended, 
do pass. 

PURPOSE AND REASONS FOR BILL 


The primary purpose of S. 108 is to enable Arizona to deve a her 
public lands, particularly with respect to production of oil and gas, for 
the benefit of her schools and for other public purposes, At are nt, 
such development is hindered by restrictions as to the terms and 
method of leasing. These restrictions were imposed by the Federal 
Government in the Arizona Enabling Act (36 Stat. 557, 574) by which 
the then new State was granted some 10,500,000 acres of the 
72,691,000 acres within her borders for State purposes. 

It is patent from these figures that proper use and development of 
these lands is of tremendous importance to the economy of the entire 
State. Most harmful of the restrictions imposed by paragraph : 3 of 
section 28 of the Enabling Act has been the lack of provision for oil 
and gas leases for an initial term and as long thereafter as oil and gas 
are produced. Present-day methods of prospecting for and de veloping 
oil and gas fields with observance of proper conservation rules re quire 
huge outlays of capital, and often a number of years of production is 
required before recoupment of the original investment. Prospectors 
and investors are understandably reluctant to undertake large-scale 
development on Arizona public lands without the usual provision for 
continuance of their leases for as long as production continues if oil 
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or gas has been discovered within the primary term. Such provisions 
are contained in Federal leases under the Mineral Leasing Act (41 
Stat. 437), as amended, and in leases of virtually all other States. 

Another restriction that has hindered development is the provision 
for 10 weeks of detailed advertisement in two newspapers at different 
localities. As stated by the Secretary of the Interior in his favorable 
report on an identical bill in the Eighty-first Congress, upon which no 
action could be taken because of the pressure of other business, this 
federally imposed requirement is ‘often impractical, unduly cumber- 
some, time-consuming, and expensive.” 

These restrictions likewise have hampered development of Arizona’s 
State lands for commercial, home site, grazing, and agricultural 
purposes. 

The committee wholeheartedly concurs with the Secretary of the 
Interior in believing that— 
the Legislature of the State of Arizona could best determine what procedures 


would be most fruitful in producing income from and obtaining the maximum 
utilization of the granted lands. 


THE AMENDMENT AND PROVISIONS OF BILL 


The committee deemed it advisable to eliminate the words “without 
advertising” from line 24 on page 2 and from line 5 on page 3. By 
deletion of these words, Arizona is placed on an equal footing with 
the greater number of her sister States in respect to the type of leases 
for which provision is made. 

The committee repeats that it is convinced the Legislature of Arizona 
is able and is to be trusted to safeguard the iaterest of all of its citizens 
in the leasing of its State lands, as the legislatures of sister States have 
been trusted to the benefit of the citizens of the State and the Nation. 

Under the provisions of the bill as amended, S. 108 would change 
existing law by— 

(1) Permitting oil and gas leases to run for as long as oil and 
gas is produced in paying quantities after the primary term of 
not more than 20 years; 

(2) Reserving a royalty to the State of not less than one- 
eighth of production from such leases; and 

(3) Extending the exemption from the restrictions contained 
in the original Enabling Act which now applies to agricultural 
and grazing lands to include also commercial and home site leases. 


PROVISIONS IN OTHER STATES 


Surrounding public lands States have been able progressively to 
liberalize the terms of leases of their State lands, thus placing Arizona 
at comparative disadvantage. A study of the requirements for 
leases in the public lands States, made by the American Law Section 
of the Legislative Reference Service, Library of Congress, at the 
request of Senator Ernest W. McFarland, of Arizona, sponsor of the 
present measure, is set forth as an appendix to this report. But 
following is a brief summary of the more directly pertinent of such 
provisions, prepared by the committee staff: 

New Mexico entered the Union under the same Enabling Act (36 
Stat. 557, 563) and subject to restrictions identical with those imposed 
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upon Arizona. By the act of February 8, 1928, the Congress author- 
ized an amendment to the New Mexico State Constitution, by which 
the State was authorized to issue mineral leases on the granted lands 
under 

such provisions relating to the necessity or requirement for or the mode and 
manner of appraisement, advertisement, and competitive bidding, and containing 
such terms and provisions, as may be provided by act of the legislature. 

The amendment was adopted by the people of New Mexico on 
November 6, 1928, and is now article 24 of the State constitution 
(1 New Mexico Stat. 298). Thus, there are no Federal restrictions 
on the terms and manner of issuing of New Mexico mineral leases, 
including those for oil and gas. 

Wyoming.—Tublic Law 317, Eighty-first Congress, removed the 
10-vear restriction on oil and gas leases of the act of February 15, 
1934, which amended the Wyoming Admission Act (26 Stat. 222). 
Thus, the Wyoming Legislature may issue mineral leases without 
restriction, and agricultural and grazing leases for terms up to 10 
years. 

Idaho.—Public Law 328, Eighty-first Congress, removed the flat 
10-year restriction by permitting leases for the primary term and as 
long as production continues. Thus, Idaho may lease, without restric- 
tion as to manner, except as the Idaho Legislature provides, its granted 
lands for 10 years for all purposes, and issue mineral leases for a 10-year 
primary term plus continuance of production. 

North Dakota, South Dakota, Montana, and Washingten.—These four 
States were admitted under a single Enabling Act (25 Stat. 679). As 
a result of a series of amendments to the leasing sections culminating 
in Public Law 480, Eightieth Congress, the present law is that the 
legislatures of the respective States may in general prescribe the terms 
and conditions for mineral leases on State lands; leases for grazing and 
agricultural purposes shall be for not more than 10 years; leases for 
the development of hydroelectric power for not more than 50 years. 


FAVORABLE REPORT BY EXECUTIVE DEPARTMENT 


The favorable report of the Department of the Interior dated July 
20, 1950, on S. 3525 of the EKighty-first Congress, an identical bill 
sponsored by Senator McFarland and Senator Hayden, is set forth 


below in full. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF TH SECRETARY, 
Washington 25, D. C., July 20, 1950 
Hon. Josern C. O’MAHoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

My Dear Senator 0’ Manoney: This is in reply to the request of your com- 
mittee for a report on S. 3525, a biil to amend seetion 28 of the Enabling Act 
the State of Arizona relating to the terms of leases of State-owned lands. 

I have no objection to the enactment of the bill. 

S. 3525 would amend section 28 of the act of June 20, 1919 (36 Stat 


for 


$57,574), 
to authorize the State of Arizona to lease without advertisement and competitive 
bidding the lands granted to the State by the Federal Government under the act 
of February 18, 1881 (21 Stat. 326), and the act of June 20, 1910, supra, for (a 
grazing, agricultural, commercial, and home-site uses for a term of 10 vearsa or 
less, (b) mineral purposes, other than for oil and gas and other hydrocarbon sub- 
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stances, for a term of 20 years or less, and (c) oil and gas and other hydrocarbon 
substances (e. g., coal, asphalt) for a term of 20 years or less, and so long thereafter 
as the mineral is produced in paying quantities, subject to a reservation of a royalty 
to the State of not less than 12% percent of production. All such leases would be 
subject to such terms and conditions as may be established by the Legislature of 
the State of Arizona. 

The lands affected by the bill aggregate approximately 10,500,000 acres of the 
72,691,200 acres in the State. The administration of the granted lands has there- 
fore a great impact on the economy of the State. The lands were granted to the 
State to provide revenue for universities, public buildings, penitentiaries, insane 
and other asylums, miners’ hospitals, normal schools, agricultural and mechanical 
colleges, common schools, and other public endeavors. 

Under the act of June 20, 1910, the State, in order to lease any of such lands 
for more than 5 years, must advertise for 10 weeks in two newspapers and allow 
competitive bidding. 

The Legislature of the State of Arizona has enacted the act of March 30, 1950 
(ch. 58, senate bill No. 6), which embodies provisions for leasing and disposal of 
State lands comparable to those contained in S. 3525. Sound administration 
will be advanced if all the State lands are subject to the same methods of disposal 
as the State act purports to make them. 

The requirements of advertising and competitive bidding are often impractical, 
unduly cumbersome, time-consuming, and expensive. I believe that the Legisla- 
ture of the State of Arizona could best determine what procedures would be most 
fruitful in producing income from and obtaining the maximum utilization of the 
granted lands. 

Issuance of grazing and other surface-use leases for not more than 10 years 
without advertisment and competitive bidding is in harmony with the policies 
embodied in the Taylor Grazing Act, as amended (43 U. 8. C., sec. 315 et seq.). 
It is noteworthy that grazing fees for State lands in Arizona for the year 1950, 
as established by section 11304 (b) of the Arizona act of March 30, 1950, supra, 
are $4.27 per animal unit year as against $0.96 per animal unit year for Federal 
grazing permits in Taylor grazing districts for the year 1950. The enactment of 
the bill would tend to facilitate financing of grazing operations, among other 
types of endeavor, and contribute to the stability of the economy. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


APPENDIX A 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes made in existing law made by the bill 
5S. 108, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


PARAGRAPH 3 or Section 28 or THE AcT or JUNE 20, 1910 (36 Star. 557, 574), 
AS AMENDED BY THE AcT oF JUNE 5, 1936 (49 Star. 1477) 

Sec. 28 (par 3). No mortgage or other incumbrance of the said lands, or any 
part thereof, shall be valid in favor of any person or for any purpose or under any 
circumstances whatsoever. Said lands shall not be sold or leased, in whole or in 
part, except to the highest and best bidder at a public auction to be held at the 
county seat of the county wherein the lands to be affected, or the major portion 
thereof, shall lie, notice of which public auction shall first have been duly given by 
advertisement, which shall set forth the nature, time, and place of the transaction 
to be had, with a full description of the lands to be offered, and be published once 
each week for not less than ten successive weeks in a newspaper of general cir- 
culation published regularly at the State capital, and in that newspaper of like 
circulation which shall then be regularly published nearest to the location of such 
lands so offered, nor shall any sale or contract for the sale of any timber or other 
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natural product of such lands be made, save at the place, in the manner, and after 
the notice by publication thus provided for sales and leases of the lands themselves 
L: Provided, That nothing herein contained shall prevent said State of Arizona from 
leasing in a manner as the State legislature may direct, any of said lands referred 
to in this section for grazing and agricultural purposes for a term of ten years or 
less, or from leasing any of said lands for mineral purposes (including leases for 
exploration of oil and gas and extraction thereof) for a term of twenty years or 
less;J. Nothing herein contained shall prevent: (1) the leasing of any of the lands re- 
ferred to in this section, in such manner as the Legislature of the State of Arizona may 
prescribe, for grazing, agricultural, commercial, and home site purposes, for a term 
of ten years or less, without advertisement; (2) the leasing of any of said lands, in such 
manner as the Legislature of the State of Arizona may prescribe, whether or not also 
leased for grazing and agricultural purposes, for mineral purposes, other than for the 
exploration, development, and production of oil, gas, and other hydrocarbon sub- 
stances, for a term of twenty years or less, without advertisement; or (3) the leasing 
of any of said lands, whether or not also leased for other puropses, for the exploration, 
development, and production of oil, gas, and other hydrocarbon substances on, in, or 
under said lands for an initial term of twenty years or less and as long thereafter as 
oil, gas, or other hydrocarbon substance may be procured therefrom in paying quan- 
tities, the leases to be made in any manner, with or without advertisement, bidding, 
or appraisement, and under such terms and provisions as the Legislature of the 
State of Arizona may prescribe, the terms and provisions to include a reservation of a 
royalty to said State of not less than 12% per centum of production. 





APPENDIX B 


EnaBuinec Acts With AMENDMENTS AFFECTING TERMS OF LEASE OF STATE- 
OwneEp LANDS 


NORTH DAKOTA, SOUTH DAKOTA, MONTANA, AND WASHINGTON 


Enabling Act of February 22, 1889, section 11, paragraph 2 

* * * But said lands [school lands] may, under such regulations as the 
legislatures shall prescribe, be leased for periods of not more than five vears, in 
quantities not exceeding one section to any one person or company; * * * 
(25 Stat. 679, ch. 180, sec. 11). 
Act of May 7, 1932 

* * * Section 11 of the Act approved February 22, 1889 (25 Stat. 676 
and the same is hereby, amended to read as follows: 

* * * * * * * 


be, 


’ 


The said lands may be leased under such regulations as the legislature may pre- 
scribe; but leases for grazing and agricultural purposes shall not be for a term 
longer than five years; mineral leases, including leases for exploration for oil and 
gas and the extraction thereof, for a term not longer than twenty years; and leases 
for development of hydroelectric power for a term not longer than fifty years 
(47 Stat. 150, ch. 172). 


Act of June 25, 1938 


* * * So much of the second paragraph of section 11 of the Act relating to 


the admission into the Union of the States of North Dakota, South Dakota, Mon- 
tana, and Washington, approved February 22, 1889, as amended, as reads “but 
leases for grazing and agricultural purposes shall not be for a term longer than 
five years,’’ is amended to read as follows: ‘“‘but leases for grazing and agricultural 
purposes shall not be for a term longer than ten yvears’’ (52 Stat. 1198, ch. 700). 


Act of April 13, 1948 


* %* * The second paragraph of section 11 of the Act relating to the admis- 


sion into the Union of the States of North Dakota, South Dakota, Montana, and 
Washington, approved February 22, 1889, as amended, is amended to read as 
follows: ‘‘Except as otherwise provided herein, the said lands may be leased under 
such regulations as the legislature may prescribe. Leases for the production of 
minerals, including leases for exploration for oil, gas, and other hydrocarbons and 
the extraction thereof, shall be for such term of years and on such conditions as 
may be from time to time provided by the legislatures of the respective States; 
leases for grazing and agricultural purposes shall be for a term not longer than 
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ten years; and leases for development of hydroelectric power shall be for a term 
not longer than fifty vears’’ (62 Stat. 170, ch. 183). 


IDAHO 


Enabling Act of July 3, 1890, section 5 


* * * But said lands [school lands] may, under such regulations as the 


legislature shall prescribe, be leased for periods of not more than five years, * * *” 
(26 Stat. 216, ch. 656, sec. 5). 
Act of February 6, 1942 


* * * So much of section 5 of the Act entitled ‘‘An Act to provide for the 


admission of the State of Idaho into the Union’’, approved July 3, 1890, as reads 
“‘be leased for periods of not more than five years’’ is amended to read as follows: 
“‘be leased for periods of not more than ten years’’ (56 Stat. 48, ch. 36). 


Act of October 6, 1949 


Public Law 328, chapter 622, Eighty-first Congress, first session, enclosed. 


WYOMING 


Enabling Act of July 10, 1890, section 5 


* * * But said lands may, under such regulations as the legislature shall 


prescribe, be leased for periods of not more than five years, in quantities not 
exceeding one section to any one person or company; * * * (26 Stat. 223, 
ch. 664, sec. 5). 


Act of February 15, 1934 


* * * But said lands may, under such regulations as the legislature shall 


prescribe, be leased for mineral, grazing, agricultural, or other purposes, provided 
that the term of agricultural and grazing leases shall not exceed 10 years; * * * 
(48 Stat. 350, ch. 12). 
Act of October 5, 1949 


Public Law 317, chapter 599, Eighty-first Congress, first session, enclosed. 


NEW MEXICO 
Enabling Act of June 20, 1910 


* * * Said lands shall not be sold or leased, in whole or in part, except to 


the highest and best bidder at a public auction to be held at the county seat of a 
county wherein th: lands to be affected, or the major portion thereof, shall lie, 
notice of which public auction shall first have been duly given by advertisement, 
which shall set forth the nature, time, and place of the transaction to be had, with 
a full description of the lands to be offered, and be published once each week for 
not less than ten successive weeks in a newspaper of general circulation published 
regularly at the state capital, and in that newspaper of like circulation which 
shail then be regularly nearest to the location of such lands so offered; nor shall 
any sale or contract for the sale of any timber or other natural product of such lands 
be made, save at the place, in the manner, and after the notice by publication 
thus provided for sales and leases of the lands themselves: Provided, That nothing 
herein contained shall prevent said proposed State from leasing any of said lands 
referred to in this section for a term of five years or less without said advertise- 
ment herein required (36 Stat. 563, ch. 310). 


Act of February 6, 1928 

* %* * Consent is hereby given and granted to the State of New Mexico 
and the qualified electors thereof to vote upon the question of amending the 
constitution of said State and to amend the same by the adoption of the following 
amendment proposed by the legislature of said State at its eighth regular session 
by H. J. Res. 8, approved March 11, 1927, to be designated as Article XXIV, 
said amendment being as follows, to wit: 


“ARTICLE XXIV 


“CONTRACTS FOR THE DEVELOPMENT AND PROTECTION OF MINERALS ON STATS 
LANDS 


‘“‘Leases and other contracts, reserving a royalty to the State for the develop- 
ment and production of any and all minerals on lands granted or confirmed to 
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the State of New Mexico by the Act of Congress of June 20, 1910, entitled ‘An 
Act to enable the people of New Mexico to form a constitution and State govern- 
ment and be admitted into the Union on an equal footing with the original 
States,’ may be made under such provisions relating to the necessity or require- 
ment for or the mode and manner of appraisement, advertisement, and competitive 
bidding, and containing such terms and provisions, as may be provided by act 
of the legislature; the rentals, royalties, and other proceeds therefrom to be applied 
and conserved in accordance with the provisions of said Act of Congress for the 
support or in aid of the common schools, or for the attainment of the respective 
purposes for which the several grants were made.” 

Consent also is given and granted to said State to enact such laws and establish 
such rules and regulations as it may deem necessary to carry such constitutional 
provision into full force and effect should the same be duly and legally adopted 
(45 Stat. 58, ch. 28). 


APPENDIX C 


Citations to enabling acts of the several States (with reference to certain land 
provisions) 


1. ACTS CONTAINING PROVISIONS RELATING TO ENCUMBRANCES ON LANDS 
TRANSFERRED TO THE STATES 


Citations Provisions 


Arizona: June 20, 1910............--- 33 Stat. 568-579_.____ Sec. 28 declares invalid any mortgage or 
incumbrance of the lands transferred to 


the State. 
Arizona amendments: 


PE i EE Mictntsanrdakeeeduuens | 48 Stat. 1228 (34). _-.- Affected sec. 27 as to permanent appropri- 
| ation of 5 percent funds 
SN  eaddcuntdsehheanten aces | 49 Stat. 798, ch. 648____| Waived restrictions under sec. 28 on trans- 
| fer of certain land to town of Benson 
UN seca, ann oan | 49 Stat. 1477, ch. 517 Modified restrictions on disposal of certain 
| lands. 
New Mexico: June 20, 1910__._____. | 36 Stat. 557-568_.____. | Sec. 10 identical with sec. 28 of same act 


which relates to Arizona. 


New Mexico amendments: 


ee re 44 Stat. 228, ch. 96._.__| Provides that income from lands in drain- 
age districts may be used to pay assess- 
ments. 

on co caw 44 Stat. 715, ch. 517.__.| Relates to apportionment of moneys 
derived from lands of State. 

oe oe 45 Stat. 58, ch, 28.___ Proposes amendment providing for con- 





tracts for development and protection of 
| minerals on State lands. 


2. ACTS CONTAINING OTHER PROVISIONS RESTRICTING TRANSFERS OF LAND TO, 
OR DISPOSAL BY, THE STATES 


Alabama: Mar. 2, 1819............-- 3 Stat. 489-492_...____ | Grants to the State all salt springs and 
| | lands for working them; and prohibits 
| their sale or lease for periods longer than 
| 10 years. 
Arkansas: June 15, 1836_............- § Stat. 50-62........... | (Act of admission; no enabling act passed. 
California: Sept. 9, 1850......._..._- Ll” 2 eS | (Act of admission; no enabling act passed. 
| Sec. 3 stipulates that title of United 
| States to public lands is not to be im- 
| paired or questioned. 


Colorado: Mar. 3, 1875............-- | 18 Stat. 474-476_._..___| See. 11 provides that salt springs or lands 
| now vested in individuals are not granted 
| to State. 

Florida: Mar. 3, 1845...............- | 5 Stat. 742-743... (Act of admission; no enabling act passed.) 

Idaho: July 3, 1800................. | 26 Stat. 215-219...__.._| (Act of admission; no enabling act passed.) 

Idaho amendments: | 

> ee giles 56 Stat. 48, ch. 36.____- | Increased the period for which leases may 
| be made on certain lands from 5 to 10 
years. 

RE GO iiicighnaatinnnvsranntda | 63 Stat. 714, ch. 622 | Further amended section dealing with 
| 


(Public Law 328, 

8lst Cong.) | 

Illinois: Apr. 18, 1818.....-.......-- 3 Stat. 428-431_....._. | Sec. 6, par. 2, grants all salt springs to the 
State; not to be sold or leased for more 

{ than 10 years. 


leases relating to oil, gas, ete. 
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Citations to enabling acts of the several States (with reference to certain land 
provistons)—Continued 

2. ACTS CONTAINING OTHER PROVISIONS RESTRICTING TRANSFERS OF LAND TO, 

OR DISPOSAL BY, THE STATES—Continued 





Citations Provisions 


Indiana: Apr. 19, 1816 .| 3 Stat. 289-291 Sec. 6, par. 2: Same as Illinois, above. 

Iowa: Mar. 3, 1845 5 Stat. 742-743 | (Act of admission; no enabling act passed.) 

Kansas: Jan, 21, 1869 ‘ | 12 Stat. 126-128 , (Act of admission; no enabling act passed.) 

| Sec. 3, par. 4: Similar to Illinois above. 

Kentucky: Feb. 4, 1791 ___- ...| 1 Stat. 189, ch. 4 | (Act of admission; no enabling act passed.) 

Louisiana: Feb. 20, 1811 ...| 2 Stat. 641-643 _- ....| See. 3: Inhabitants to disclaim all right or 
title to waste or unappropriated lands. 

Maine: Mar. 3, 1820 mori 3 Stat. 544, ch. 19 (Act of admission; no enabling act passed. 

Michigan: June 15, 1836 5 Stat. 49-50 (Act of admission; no enabling act passed 
Sec. 4: Sale of lands by the United States 
not to be interfered with. 

Minnesota: Feb. 26, 1857 11 Stat. 166-167 ..| Sec. 5, par. 4: Similar to Colorado, above. 

Mississippi: Mar. 1, 1817 3 Stat. 348-349.._____- 

Missouri: Mar. 6, 1820 3 Stat. 545-548. ___ Sec. 6, par. 2: Similar to Colorado and 
Illinois, above. 

Montana: Feb. 22, 1889___. : 25 Stat. 676-684_. Sec. 4, par. 2, requires inhabitants of State 
to disclaim all right and title to unappro- 
priated public lands. 

Nebraska: Apr. 19, 1864- -- ...-| 13 Stat. 47-50_._. | Sec. 4, par. 3, requires inhabitants of State 
to disclaim all right and title to unappro- 
priated public lands. 

Nevada: Mar. 21, 1864___. .| 13 Stat. 30-32___.._._...| Sec. 4, par. 3: Same as Nebraska provision. 

North Dakota: Feb. 22, 1889 .-| 25 Stat. 676-684_-_-___- Sec. 4, par. 2, requires inhabitants of State 
to disclaim all right and title to unappro- 

j priated public lands. 
Ohio: Apr. 30, 1802 : ‘ 2 Stat. 173-175 .---| Sec. 6, par. 2: Similar to Illinois, above. 
Oklahoma: June 16, 1906! .---.--| 34 Stat. 267-27 | Sec. 3, par. 3, requires inhabitants of State 
| to disclaim all right and title to unappro- 
priated public lands. 

Oregon: Feb. 14, 1859___.___. .| 11 Stat. 383-384 (Act of admission; no enabling act passed.) 

Salt springs or lands vested in individuals 

| not granted to State. 

South Dakota: Feb. 22, 1889 ...| 25 Stat. 676-684 Sec. 4, par. 2, requires inhabitants of State 

| to disclaim all right and title to unappro- 
priated public lands. 

Tennessee: June 1, 1796_..._- 1 Stat. 491, ch. 47 (Act of admission.) 

Texas: Mar. 1, 1845 , _..| 5 Stat. 797 No. 8 | 

Utah: July 16, 1894 oak 28 Stat. 107-112... __. Sec. 3, par. 2, requires inhabitants of State 

| to disclaim all right and title to unappro- 
priated public lands. 

Vermont: Feb. 18, 1791__.......... 1 Stat. 191, ch. 7..._...| (Act of admission.) 

Washington: Feb. 22, 1889__- 25 Stat. 676-684______ Sec. 4, par. 2, requires inhabitants of State 

to disclaim all right and title to unappro- 
| priated public lands. 

West Virginia: Dec. 31, 1862 12 Stat. 633-634 ..| (Act of admission.) 

Wisconsin: Aug. 6, 1846 ------| 9 Stat. 56-58 | Sec. 7, par. 4: Similar to Colorado, above. 

Wyoming: July 10, 1890 26 Stat. 222-226_- ..-| (Aet of admission.) 

\ 





1 Amendments: Provision that capital remain at Guthrie for certain period declared unconstitutional im 
Coyle v. Oklahoma (221 U. 8. 559). 
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AMENDING SECTION 6 OF THE CENTRAL INTELLIGENCE 
AGENCY ACT OF 1949 


Marcu 28 (legislative day, Marcu 26), 1951 Ordered to | 


be print 


Mr. Russgut, from the Committee on Armed Services. submitted the 


following 


REPORT 
[To accompany 8, 927] 


The Committee on Armed Services, to whom was referred the bill 
(S. 927) to amend section 6 of the Central Intelligence Agency Act 
of 1949, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, line 3, after the word “officer’’ insert the words “or 
warrant officer’. 

On page 2, line 5, change the period at the end of the sentence to 

a colon, and add the following: 
Provided, That upon appointment under the authorities of this subsection, or 
any other authority of law, officers or warrant officers retired for injuries or 
incapacities incurred in line of duty may, in addition to the elections set forth 
herein, elect to receive, in addition to their retired pay, additional compensation 
at a rate equal to the amount by which the compensation of their position with 
the Agency exceeds their retired pay 

On page 2, line 8, after the word “officers’’, insert the words ‘or 
warrant officers’. 

On page 2, line 8, after the word “law’’, change the colon to a period 
and delete the proviso which follows on lines 8, 9, 10, 11, 12, 13, and 14; 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to give the Central Intelli- 
gence Agency authority to employ not to exceed 15 retired officers or 
warrant officers. 

EXPLANATION OF THE BILL 


Under the present dual compensation laws officers retired for other 
than physical disability cannot be employed by the Government if 
their salaries are in excess of $2,500. This bill, as amended, authorizes 
their employment. 
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[t is not intended that such officers will draw their retired pay in 
addition to the compensation for their civilian position. It merely 
gives them the right to elect which compensation they will receive. 

In addition to this authority the bill permits officers or warrant 
officers, who have been retired for physical reasons, to elect as payment 
the difference between their retired pay and the annual compensation 
for the civilian job. The effect of this authority is that they will 
continue to have a tax-free income insofar as amounts derived from 
their retired pay are concerned. Since there is no prohibition against 
the employment of officers retired for physical reasons, who elect to 
waive their retired pay, this authority will apply to more than the 
15 positions authorized in the act. The 15 authorized by this legis- 
lation will be those retired for longevity. 

The head of the Agency made a strong presentation of the need for 
authority of this kind. He is having extreme difficulty in securing 
persons who are highly qualified to carry out certain of the technic ‘al 
or specialized aspects of the work of his organization. The commit- 
tee, after hearing his testimony, concurred in the need for the 
legislation. 

This bill was recommended by the Central Intelligence Agency and 
has the approval of the Bureau of the Budget. A letter from the 
Director of the Central Intelligence Agency to the chairman of the 
Senate Armed Services Committee in support of the bill is made a 
part of this report. 





CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., February 20, 1951. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMANn: There are a few key positions in the Central Intelligence 
Agency which can be filled most effectively, indeed can only be filled effectively, 
by seleeted officers of the armed services. Although I have a quota of personnel 
from each of these services, I am unable to obtain, for these few key positions, 
officers of the training and experience which I require, as this training and ex- 
perience is usually acquired only by rather senior officers whose numbers on the 
active list are limited. The obvious solution is to employ professionally and 
physically qualified retired officers, but the so-called dual-compensation statutes 
make it impossible for me to obtain the services of any of those who are released 
for reasons other than for physical disability, and physical disability would in 
most cases be a disqualifying defect from the CIA point of view. Thus the 
Government is precluded from utilizing in a very important field the services of 
certain highly qualified individuals in whose training the United States has a 
very considerable investment and who are capable of performing highly important 
functions of particular concern to this Agency by reason of such training. 

I am faced with an immediate need for the services of certain peculiarly well- 
qualified retired officers, as well as some who are just reaching the retirement age. 
Their assistance, particularly in these times, will constitute a contribution of the 
greatest importance to our work, not only in certain operational and technical 
fields, but also in estimates of foreign military potentials. 

There is submitted herewith the draft of a proposed amendment to the Central 
Intelligence Ageney Act of 1949 to authorize the Central Intelligence Agency to 
employ and compensate certain classes of retired officers whose employment is 
now prohibited by law. This bill has been submitted to the Bureau of the 
Judget and they have no objection to its presentation to the Congress for its 
consideration. 

Sincerely, 
Watcter B. Smita, Director. 
O 
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INVESTIGATING NATIONAL HEALTH PROBLEMS 
Marcu 30 (legislative day, Marca 26), 1951.—Ordere 


Mr. Lexman, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 
[Pursuant to 8. Res. 273, 8ist Cong.] 


Submitted herewith is a report on the study conducted by the 
Subcommittee on Health of the Committee on Labor and Publie 


Welfare on the status, methods of operation, types, potentialities, 
and problems of health insurance plans in the United States, and the 
activities of State and local governments in the field of health services, 
pursuant to Senate Resolution 273, Eighty-first Congress. 


After thoroughly canvassing the field, the subcommittee was able to secure 
suitable staff by September 1, 1950. The study was actually initiated at a meet- 
ing on September 9, 1950, of representatives of all major organizations interested 
in medical-care insurance, including the insurance carriers, voluntary associations 
of medical-care plans, consumer groups, public agencies with responsibility in the 
health field, private health and welfare agencies, and research organizations. 
These groups expressed their willingness to cooperate in the study, and with their 
assistance a schedule of information was developed which was sent to them on 
October 5, asking for such information as they could assemble for the benefit of the 
study. In addition, schedules were seut to the three national farm organizations 
and to the major labor organizations. 

During the ensuing months many meetings were held with various groups of 
interested organizations to consider particular aspects of the problem. The 
material gathered by these collaborating organizations was submitted by them in 
several successive sections, and the assembled information from most 
reached the staff late in January, but additional material was received during 
February. The information thus assembled represents the most comprehensive 
collection of data on medical-care insurance available in the United States. Its 
interpretation is expected to be of considerable value not only to the Congress but 
also to groups of subscribers and insurance organizations. 

On February 14, 1951, another meeting was held of the same interested groups 
as attended the September meeting, and the principal findings of the study were 
reviewed. On the basis of the material submitted and comments received at this 
meeting, the staff then drafted preliminary reports of information on insurance 
plans and on State and local government activities. The report on medical-care 
insurance was submitted on March 16 to the following organizations for comment: 
American Federation of Labor, American Hospital Association, American Medical 
Association, American Public Health Association, Blue Cross Commission, Blue 
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Shield Commission, The Brookings Institution, Congress of Industrial Organiza- 
tions, Cooperative Health Federation, insurance companies, Social Security Ad- 
ministration, and United States Public Health Service. 

Comments were received§by March 28 from several of these organizations 
making detailed suggestions about the report. Others are expected in the near 
future. Many of these comments are valuable, and the subcommittee has re- 
quested me to review the preliminary report in the light of these comments and to 
prepare a revised and interpretive report for submission to the Senate on or before 
May 25, 1951. Members of the staff whose employment terminates on March 31 
have volunteered to assist in undertaking the requested revision without remu- 
neration. 

The report on activities of State and local governments in the field of health 
services will also be submitted to appropriate organizations for comment, and will 
be prepared in final form in the light of these comments by the same date. 

In the files of the subcommittee are many reports from the collaborating organi- 
zations, such as the American Dental Association, American Federation of Labor, 
American Medical Association, Blue Cross Commission, Blue Shield Commission, 
Cooperative Health Federation of America, insurance companies, Joint Com- 
mittee of the American Nurses Association and National Organization for Public 
Health Nursing, Congress of Industrial Organizations, Federation of Employee 
Benefit Associations, Social Security Administration, United Mine Workers, 
United States Department of Commerce, Office of Business Economics, United 
States Department of Labor, Bureau of Labor Statistics, United States Public 
Health Service, 27 State Governors, health departments and welfare departments. 
These materials which have been analyzed for the preliminary report will be 
included with the final report to be submitted to the Senate. 


Dean A. Ciark, M. D., 
Consulting Director, 
Survey for the Subcommittee on Health. 


O 
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DEFENSE LAND TRANSFER ACT 


Marcu 30 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany S. 285] 


The Committee on Armed Services, to whom was referred the bill 
(S. 285) to amend the act entitled ‘An act to authorize the Secretary 
of the Navy to proceed with the construction of certain public works, 
and for other purposes,”’ approved April 4, 1944, having considered 
the same, report favorably thereon with amendments, and recommend 
that the bill, as amended, do pass. 


AMENDMENT TO THE BILL 


The committee amended the bill by striking all after the enacting 
clause and substituting new language as follows: 


That the Secretary of the Army, the Secretary of the Air Force, the Secretary 
of the Navy, or the Administrator of the Federal Civil Defense Administration, 
as the case may be, or his designee, shall come into agreement with the Committee 
on Armed Services of the Senate and of the House of Representatives with respect 
to those real estate actions by or for the use of the military departments or the 
Federal Civil Defense Administration that are described in (a) through (e) below, 
and in the manner therein described. 

(a) Acquisitions of real property where fee title is to be acquired. The agree- 
ment to be reached with respect to the acquisitions described in this subsection 
shall be based on general plans for the project, which shall include an estimate 
of the total cost of the lands to be acquired. 

(b) All leases to the United States of real property having an annual rental in 
excess of $10,000. In those cases where the project involves a group of individual 
leases, the agreement to be reached shall be based on general plans for the project, 
which shall include an estimate of the total cost of leasing such lands. 

(c) Leases of Government-owned real property where the annual rental is in 
excess of $10,000, except that agreement with the committees shall not be re- 
quired with respect to leases for agricultural or grazing purposes. 

(d) All transfers of Government-owned real property under the jurisdiction of 
the military departments or the Federal Civil Defense Administration to other 
Federal agencies, or to States, except those transfers between the military de- 
partments. 
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(e) All reports of excess Government-owned real property to a disposal agency. 

Sec. 2. This Act shall apply only to real property within the continental limits 
of the United States, the Territory of Alaska, the Territory of Hawaii, and Puerto 
Rico. This Act shall not apply to real property pertaining to river and harbor 
and flood-control projects. 

Sec. 3. A recital of compliance with this Act in any instrument of conveyance, 
including leases, to the effect that the requirements of this Act have been complied 
with or, in the alternative, that the conveyance or lease is not affected by this 
Act shall be conclusive evidence thereof. 

Sec. 4.. Section 407 of the Act approved January 6, 1951 (Public Law 910, 
Kighty-first Congress), and the second proviso contained in the first section of 
the Act entitled ‘‘An Act to authorize the Secretary of the Navy to proceed with 
the construction of certain public works, and for other purposes’’, approved 
April 4, 1944 (58 Stat. 190), are hereby repealed. 

Sec. 5. This Act shall take effect on July 1, 1951, and may be cited as the 
“Defense Land Transfer Act’’, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to require the Secretary of 
the Army, the Secretary of the Navy, the Secretary of the Air Force, 
and the Administrator of the Federal Civil Defense Administration 
to submit to the Committees on Armed Services of the Senate and 
House of Representatives for agreement those real-estate actions of 
their respective departments or administration as described in the 
bill. 


DISCUSSION OF THE BILL 


The act of April 4, 1944 (58 Stat. 190) contains the following 

proviso: 
That prior to the acquisition or disposal, by lease or otherwise, of any land ac- 
quired for naval use under the authority of this, or any other Act, the Secretary 
of the Navy shall come into agreement with the Naval Affairs Committees of the 
Senate and of the House of Representatives with respect to the terms of such 
prospective acquisitions or disposals; and recital of compliance with this proviso 
in any instrument of conveyance by the Secretary of the Navy under authority 
of this or any other Act shall be conclusive evidence of the Secretary’s compliance 
with this proviso as to the property conveyed. 

In compliance with this provision of law the Navy Department now 
submits to the Committees on Armed Services of the Senate and the 
House of Representatives all real-property transactions, including the 
leasing, acquisition, and disposal of such property and the terms and 
conditions thereof. A large proportion of these transactions are of a 
minor nature, such as the leasing of garage space for individual auto- 
mobiles used by the recruiting service, the leasing of small areas of 
land adjacent to naval installations, ete. The above-quoted statute 
is applicable only to the Navy Department and there is no compa- 
rable law requiring the Department of the Army, the Department of 
the Air Force, or the Federal Civil Defense Administration to submit 
similar transactions for approval 








DEFENSE LAND TRANSFER ACT 3 


The bill, as introduced, would have required the Department of the 
Army, the Department of the Air Force, and the Federal Civil De- 
fense Administration to submit all real-property transactions for ap- 
proval as presently required of the Department of the Navy. A 
representative of the Department of the Army, appearing before the 
committee, estimated that the proposed legislation would require the 
submission of approximately 2,000 real-estate transactions monthly, 
and that the cost of administration would amount to approximately 
$400,000 annually. This would include a majority of the Air Force 
real-estate transactions, since the Department of the Army performs 
a major part of the real-estate operations for the Department of the 
Air Force. In order to eliminate the large number of minor trans- 
actions the committee rewrote the bill to require approval of the 
Committees on Armed Services of the Senate and the House of Rep- 
resentatives of real-estate projects in the following categories: 

All acquisitions of real property where fee title is to be acquired. 

(b) All leases to the United States of real property having an annual 
rental in excesss of $10,000. 

c) All leases of Government-owned real property having an annual 
rental in excess of $10,000. 

(d) All transfers of Government-owned real property under the 
jurisdiction of the military departments or the Federal Civil Defense 
Administration to other Federal agencies, or to States, except transfers 
between the military departments. 

(e) All reports of excess Government-owned real property under 
the jurisdiction of the military departments or the Federal Civil 
Defense Administration to a disposal agency. 

The bill, as amended, further provides that it shall apply only to 
real property under the jurisdiction of the departments concerned 
within the United States, the Territory of Alaska, the Territory of 
Hawaii, and Puerto Rico and will not apply to real property pertain- 
ing to river and harbor and flood-control projects. 

‘The bill repeals the proviso quoted earlier in this report and section 
407 of Public Law 910, Eighty-first Congress, which the President 
recommended in a message to the Congress dated January 15, 1951, 
and printed in House Document No. 42. 

The committee recommends the enactment of this bill as a means 
of exercising continuous watchfulness, with respect to real-estate 
transactions, over the agencies under its jurisdiction. 

In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of provisions of the existing law which would be amended by the 
provisions of the bill: 
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Existine Law 


407 OF THE 
1951 


SECTION 
JANUARY 6, 
81ST CONG.) 
Notwithstanding any other provision 

of law, the Departments of the Army, 
Navy, and Air Force may not grant or 
transfer to another Government depart- 
ment or agency other than a military 
department or to any other party any 
land or buildings of a permanent nature, 
or any interests in such property, except 
equipment no longer serviceable and 
except easements, leases, or permits 
deemed to be in the public interest, 
which shall have been acquired, con- 
structed, or installed pursuant to the 
provisions of this or any previous Act 
except as authorized by an Act of Con- 
gress enacted subsequent to the date of 
enactment of this Act. 


ACT APPROVED 
(PUBLIC LAW 910, 


THE ACT OF APRIL 4, 1944 (58 STAT. 


* * * * * 


That prior to the acquisition or dis- 
posal, by lease or otherwise, of any land 
acquired for naval use under the au- 
thority of this, or any other Act, the 
Secretary of the Navy shall come into 
agreement with the Naval Affairs 
Committees of the Senate and of the 
House of Representatives with respect 
to the terms of such prospective acquisi- 
tions or disposals; and recital of com- 
pliance with this proviso in any instru- 
ment of conveyance by the Secretary 
of the Navy under authority of this 
or any other Act shall be conclusive 
evidence of the Secretary’s compliance 
with this proviso as to the property con- 
veyed: * * *, 
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S. 285 


Sec. 4. Section 407 of the Act ap- 
proved January 6, 1951 (Public Law 
910, Eighty-first Congress), and the 
second proviso contained in the first 
section of the Act entitled, “An Act 
to authorize the Secretary of the Navy 
to proceed with the construction of 
certain public works, and for other pur- 
oses’, approved April 4, 1944 (58 
Btat. 190), are hereby repealed. 
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Ist Session No. 198 


PROCEEDINGS AGAINST JACOB GUZIK FOR CONTEMPT 
OF THE SENATE 


MakcuH 30 (legislative day, MakcH 26), 1951.—Ordered to be printed 


Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 109] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, had 
before it Jacob Guzik under a warrant issued by the President of the 
Senate pursuant to Senate Resolution 65, Eighty-second Congress, 
first session. Pursuant to the provisions of Senate Resolution 65, 
Eighty-second Congress, first session, Jacob Guzik was brought before 
the committee on March 22, 1951, in the caucus room, Senate Office 
Building, Washington, D. C., then and there to testify touching mat- 
ters of inquiry committed to said committee and not to depart with- 
out leave of said committee. 

The said Jacob Guzik under custody pursuant to Senate Resolution 
65, Eighty-second Congress, first session, appeared before the said 
committee to give such testimony as required by virtue of Senate 
Resolution 202, Eighty-first Congress, second session. Jacob Guzik 
having appeared as a witness and having been asked questions, which 
questions were pertinent to the subject matter under inquiry, made 
answers as appeared in the record of the hearings on March 22, at 
Washington, D. C., which record is annexed hereto and made a part 
hereof and designated “Annex I.” 

As a result of said Jacob Guzik’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, consist- 
ing of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee. 

The committtee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Jacob Guzik pertinent 
to the subject matter which under Senate Resolution 202, Eighty-first 
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Congress, second session, the said committee was instructed to investi- 
gate, and the refusal of the witness to answer questions as set forth 
in annex I, is a violation of the provisions set forth in Senate Resolu- 
tion 65 which sagtwee that the witness was to be taken into custody 
and may not be discharged without giving testimony to the com- 
mittee, and his persistent and illegal refusal to answer the aforesaid 
questions deprived the committee of necessary and pertinent testi- 
mony and places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by provisions of Senate Resolution 
202 and there were present a quorum of the committee as appears in 
annex I. 

As appears in annex I, the committee, after reviewing the testimony 
and other facts as set forth herein, resolved to present to the United 
States Senate for its immediate action a resolution requiring the 
United States attorney for the District of Columbia to proceed 
against the said Jacob Guzik in the manner and form provided by 
law. 





ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Thursday, March 22, 1951. 


REPORTER’S TRANSCRIPT 


The special committee met, pursuant to notice, at 10:30 a. m., in the caucus 
room, Senate Office Building, Senator Herbert R. O’Conor presiding. 

Present : Senators Kefauver (chairman), O’Conor, Hunt, Tobey, and Wiley. 

Also present: John L. Burling, Alfred M. Klein, George Robinson, E. Ernest 
Goldstein, assistant counsel; W. Amis, investigator. 

Senator O’Conor. The committee will be in order. 

Will you stand and be sworn, please. 

Do you solemnly swear that the testimony you shall give shall be the truth, 
the whole truth, and nothing but the truth, so help you God? 

Mr. GuziK. I do. 

Senator O’Conor. Will you give us your full name? 

Mr. Guzik. Jacob Guzik. 

Senator O’Conor. And your address. 

Mr. Guzix. Well 

Senator O’Conor. Now, we are going to ask the newspapermen—do you have 
objection to being photographed now and having it over with? 

Mr. Guzik. I don’t believe my eyes can stand all this. 

Senator O’Conor. How about without bulbs? One of the newspapermen has 
asked if you would object if they took pictures without flashlight bulbs. Is it 
agreeable to you to have pictures taken? 

Mr. Guzix. Well, everything put together makes it too hot here. 

Senator O’Conor. Well, if the photographers will take their pictures now and 
have that finished, please, that would help matters. 

Mr. Guzix. This has been going on for 20 minutes. I don’t mind having my 
pictures taken, but this has been going on for 20 minutes. 

Senator O’Conor. All right. The committee will ask the photographers to 
kindly take their pictures now so that we can proceed with the examination. 





TESTIMONY OF JACOB GUZIK 


Senator O’Conor. All right. The witness has been sworn. 
At this time the committee will now ask the photographers to kindly leave the 
front of the room. 
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I would like to announce that Mr. George Robinson, whom we have been so 
fortunate as to have with us in past and who is a very efficient counsel, and 
who has since entered the armed services, has kindly agreed to return for this 
purpose and has secured a leave of absence in order that he might conclude with 
the committee in this respect. 

I will ask Mr. Robinson to proceed with the examination. 

Mr. Rosinson. Mr. Guzik, what is your first name? I did not quite catch it. 

Mr. Guzik. Jacob. 

Mr. Roginson. Jacob? 

Mr. Guzik. Yes. 

Mr. Roginson. Do you have a brother named Harry? 

Mr. GuzikK. Well, I am going to make a statement, a short statement, if I may. 

Mr. Rosinson. Could you answer that question, first. 

Mr. Guzixk. No, I 

Senator O’Conor. Do you want to make a statement first? 

Mr. Guzik. A short statement. 

Senator O’Conor. All right, go ahead. 

Mr. Guzik. I am going to refuse to answer any questions whatever on the 
ground of incrimination, and I am going to stand on my constitutional rights. 

Senator O’Conor. Well, of course, any objection that you have must be made 
to a particular question or questions which have been directed to you. 

Mr. Guzik. That is right. 

Senator O’Conor. So a question will be asked of you and then if you have any 
objection you can register such objection, and the committee then will pass upon 
the question of whether or not it is a proper question. 

Mr. Guzik. I think the same answer will go for all questions. 

Senator O’Conor. In other words, your attitude is, are we to understand, that 
you are not going to answer anything, regardless of what it may be? 

Mr. Guzik. No, because it may incriminate me or tend to incriminate me or 
lead to incriminate me by some devious way. 

Senator O’Conor. Even though you don’t know what the questions are? 

Mr. Guzik. That is right. They may lead to it. 

Senator O’Conor. I see. In other words, any kind of a question about any 
subject you are going to refuse to answer? 

Mr. Guzik. That is right. 

Senator O’Conor. And it does not matter what the nature of the question is 
or what it relates to, is that correct? 

Mr. Guzik. That is right. 

Senator O’Conor. All right, Mr. Robinson, you may proceed. 

Mr. Rosrnson. How old are you, Mr. Guzik? 

Mr. Guzik. I refuse to answer. 

Mr. Rortnson. You refuse to answer how old you are? 

Mr. GuziK. Yes. 

Senator O’Conor. The committee directs you to answer the question. Do you 
still refuse? 

Mr. GuziIk. Yes, sir. 

Senator O’Conor. All right, counsel, you may propound another question. 

Now, kindly be in order, in order to avoid the necessary repeating of the same 
statement by the committee member. A number of questions will be asked of 
you and it is the intention of the committee to direct that you answer those 
questions and you understand that you are being directed and will be directed to 
answer each one of them, do you not? 

Mr. Guzik. Yes, sir. 

Senator O’Conor. And then, of course, you can make any statement you desire 
to concerning any or all of them. 

Mr. Guzik. I still make a statement that any question that will incriminate 
me or tend to incriminate me or lead by some devious ways to incrimination, I 
will refuse to answer. 

Senator O’Conor. Counsel, kindly proceed. 

Mr. GuziKk. I stand on my constitutional rights under the fifth amendment 
on all questions. 

Senator O’Conor. Counsel, propound your question. 

Mr. Rosrnson. Mr. Guzik, how did you get here today? 

Mr. Guzik. I refuse to answer on the same grounds. Do I have to state the 
grounds each time? 

Senator O’Conor. No, no; it is understood. 

Mr. GuziK. I refuse to answer. 
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Mr. Ronrnson. Did you receive a subpena from this committee, Mr. Guzik? 


Mr. Guzik. I refuse to answer. 
Mr. Roprnson, Were you taken under arrest by the sergeant-at-arms? 
Mr. Guzrx. I refuse to answer. 


Mr. Ropinson. Will you state to the committee where you have been for the 


past 6 months. 
Mr. Guzik. I refuse to answer. 
Mr. Rorinson. Have you beeen in Chicago? 
Mr. Guzik. I refuse to answer. 
Mr. Rosinson. Have you been in Florida? 
Mr. Guzixk. I refuse to answer. 
Mr. Ronrnson. Have you been in hiding? 
Mr. Guzik. What was that? 
Mr. Rostnson. Have you been in hiding? 
Mr. Guzixk. I refuse to answer. 


Mr. Ropsinson. Did you know that your appearance before this committee 


was desired? 
Mr. Guzik. I refuse to answer that. 
Mr. Ropinson. Mr. Guzik. Do you know Anthony Accardo? 
Mr. Guzixk. I refuse to answer that. 
Mr. Roptnson. Are you a resident of Chicago? 
Mr. Guzixk. I refuse to answer that. 
Mr. Rosrnson. How long have you lived in Chicago? 


Mr. Guzik. I refuse to answer that. Now, I want to remind you that I claim 


the same privilege on every question. 


Senator O’Conor. Yes. In other words, your statement applies to all of these 


questions from start to finish? 
Mr. GuziK. Yes, sir. 
Mr. Rortnson. Mr. Guzik, are you an American citizen? 
Mr. Guzixk. I refuse to answer. 
Mr. Rorrnson. Were you born in the United States? 
Mr. Guzik. I refuse to answer. 
Mr. Rosrnson. What business are you in? 
Mr. Guzik. I refuse to answer. 
Mr. Ropinson. Have you ever been in the gambling business? 
Mr. Guzik. I refuse to answer. 
Mr. Rosinson. Have you ever been connected with the policy business? 
Mr. Guzix. I refuse to answer. 
Mr. Rorinson. Have you ever had an interest in the 2724 Club? 
Mr. Guzik. I refuse to answer. 
Mr. Rorrnson. Or a Club by that name? 
Mr. GuziK. I refuse to answer. 
Mr. Rosinson. Do you know the 2724 Club? 
Mr. GuzrK. I refuse to answer. 
Mr. Rorrnson. Have you ever been in business under your own name? 


other words, have you conducted a business under your own name, Jacob Guzik? 


Mr. Guzix. I refuse to answer. 


Mr. Rosinson. Did you have an interest in the 2724 Club or an interest in a 


business under the name of J. Guzik in 1938? 
Mr. Guzik. I refuse to answer. 
Mr. Rosrnson. What is the 648 Club? 
Mr. Guzik. I refuse to answer. 
Mr. Rosprnson. At 648 Diversey Parkway in Chicago. 
Mr. Guzik. I refuse to answer. 
Mr. Rogrnson. Did you ever have an interest in that club? 
Mr. GuziK. I refuse to answer. 
Mr. Rortnson. Have you ever been in the business of wagering? 
Mr. GuzrxK. I refuse to answer that. 


Mr. Rosinson. Mr. Guzik, the committee has information indicating that you 
were, in the year 1940, engaged in the wagering business, wagering at race tracks. 


Is that correct? 
Mr. GuziK. I refuse to answer. 


Mr. Roptnson. Have you ever indicated in any official records or reports your 


business as being that of wagering? 
Mr. GuztxK. I will have to refuse to answer that. 
Mr. Rorrnson. Mr. Guzik, were you in the wagering business in 1941? 
Mr. GuzrixK. I refuse to answer that. 


. - err re ee EE OIE TT CL LC TE I NT EE TE LT LE et 








PROCEEDINGS AGAINST JACOB GUZIK 5 


Mr. Rosinson. Have you ever received or did you receive during that year 
commissions for gambling transactions? 

Mr. Guzik. I refuse to answer. 

Mr. Roptnson. In the sum of $20,000? 

Mr. GuziK. I refuse to answer that. 

Mr. Rosinson. Were you associated with or did you have an interest in the 
numbers business in 19427 

Mr. GuziKk. I refuse to answer that. 

Mr. Rosinson. What is the Dome? 

Mr. Guzik. (NO answer.) 

Mr. Rogrnson. What is your answer? 

Mr. Guzik. I don’t understand. 

Mr. Rosinson. Have you ever had an interest in a club or a business by the 
name of the Dome, D-o-m-e? 

Mr. Guzik. Oh, Dome, D-o-m-e. I refuse to answer that. 

Mr. Roninson. Can you recall why you were paid or whether you received 
sums from that club or business in the amount of $4,000 in 19457 

Mr. Guzik. I refuse to answer that. 

Mr. Rorinson. In the same year do you recall having received income from 
football gambling or wagering? 

Mr. Guzixk. I will have to refuse to answer that. 

Mr. Rostnson. In the same year do you recall having received an income of 
$6,000 from “miscellaneous sources”? 

Mr. Guzixk. I will have to refuse to answer that. 

Mr. Rozrnson. Mr. Guzik, when did you first form your partnership with Tony 
Accardo? 

Mr. Guzixk. I will have to refuse to answer. Pardon me. 

Mr. Ropinson. Was it in the year 19467? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rontnson. What was the purpose of that partnership? 

Mr. Guzik. I will have to refuse to answer that 

Mr. Roninson. Do you recall having received income from that partnership 
in the vear 1946, in the sum of $65,000? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rosinson. In the year 1947, do you recall having indicated in an official 
return the fact that vou received the sum of $51,000 from various miscellaneous ? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson,. In the year 1948 do you recall having listed as income the sum 
of $100,000 even from various sources? 

Mr. Guzixk. I will have to refuse to answer that. 

Mr. Ropwinson. Do you recall in 1946 having refused to divulge to a revenue 
agent the source of your income’? 

Mr. Guzix. I will have to refuse to answer that. 

Mr. Rontnson. In connection with a partnership return entitled “Guzik and 
Accardo, 7240 Louella Avenue, Chicago Tl.’ ? 

Mr. Guzik. I will have to refuse to answer that. 

For Christ's sake! More pictures? 

Mr. Ropinson. Mr. Guzik, do you know of a company or a business by the 
name of Erie-Buffalo? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ronsinson. Have you ever had any interest in that business? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. Did you receive, as a partner with Anthony Accardo in 1949, 
income from Erie-Buffalo & Co. in the sum of $278,667 and some-odd cents? 
Do you recall that? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. Was the Erie-Buffalo Co. a policy wheel? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. Do you recall also as a member of that partnership taking a 
loss of approximately $7,200 in connection with the S. & G. Service? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. What is the S. & G. Service? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. RoBInsoN, Who is Sam Pardy? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rosinson. Have you ever been associated in business with him? 

Mr. Guzik. I will have to refuse to answer that. 
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Mr. Rosrnson. Who is Thomas Manno? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rostnson. Have you ever been associated in business with him? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rogtinson. Who prepares your returns? 

Mr. Guz1K. I will have to refuse to answer that. 

Mr. RogsiNnson. Do you know Eugene Bernstein? 

Mr. Guzik. I refuse to answer that. 

Mr. Rogprnson, Has he ever prepared your tax returns? 

Mr. Guzix. I refuse to answer that. 

Mr. Rostnson. Have you ever heard of Leo and Caesar Benvenuti? 

Mr. GuziKk. I will have to refuse to answer that. 

Mr. Rostnson. Isn’t it true that Leo and Caesar Benvenuti were the owners 
of the Erie-Buffalo Co.? 

Mr. GuzrK. I will have to refuse to answer that. 

Mr. Roprnson. And isn’t it true also that up until the year 1947 the two 
brothers, Leo and Caesar Benvenuti, had an income of approximately a little 
over $100,000 each from the Erie & Buffalo Co., which they own? 

Mr. GuzrKk. I will have to refuse to answer that. 

Mr. Rosrnson. Isn’t it also true that at that time Sam Pardy was individually 
connected with the policy business, who never received an income of excess of 
$5,000? 

Mr. Guzrk. I will have to refuse to answer that. 

Mr. Rostnson, Isn’t it true that in the year 1947, or rather, in the year 198, 
the salary of Sam Pardy, or the income of Sam Pardy and of Thomas Manno 
was approximately $300,000 each from Erie-Buffalo Co.? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rostinson. And that the income of the owners of the company, the two 
Benvenutis, dropped to $50,000? 

Mr. Guzr1Kk. I will have to refuse to answer that. 

Mr. RosprNson. Each? 

Mr. GuziK. I refuse to answer that. 

Mr. .RoprNson. And that you and Mr. Accardo the following year got $278,000, 
which was listed on the returns of Erie-Buffalo by Pardy and Manno as being 
special services. 

Mr. GuziIk. I will have to refuse to answer that. 

Mr. Rostnson. Will you state what the special services were which you per- 
formed for the Erie-Buffalo Co. 

Mr. Guzr1k. I refuse to answer that. 

Mr. Rostnson, Did you know, Mr. Guzik, Harry Russell? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rosptnson. Did you know Hymie Levin? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. Have you ever heard of the Trans-America Pulishing News Serv- 
ice Co.? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. RogrNson. Do you know Ralph O'Hara? 

Mr. Guzik, I will have to refuse to answer that. 

Mr. Rogsinson. Did you ever make any investment in that company? 

Mr. Guzik. I refuse to answer that. 

Senator O’Conor. Now, the witness is to understand that in connection with 
each and every one of these questions he is directed to answer, and that he still 
refuses. 

Mr. Guzrk. That is right, I still claim my immunity. 

Senator O’Conor. Yes. That applies to everything that you have said. 

Mr. Guzix. That is right. 

Senator O’Conor. Now, the Chair desires to ask just two questions, and you 
will listen to them carefully: 

Excluding any participation of your own, if any, have you any information con- 
cerning the use of the facilities of interstate commerce in connection with criminal 
operations? First of all, do you understand the question? 

Mr. Guzik. I understand the question, Senator, but I have heard that if you 
answer a question you cannot stop, you keep on answering, and it leads to in- 
crimination. 

Senator O’Conor. Yes. My only question, then, was, did you understand what 
I meant? 

Mr. Guzr«. If that is all you are going to ask about that, I will answer it. 
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Senator O’Conor. Well, that was one—— 

Mr. Guzik. If that is as far as you go in asking 

Senator O’Conor. Well, I will make no deal with or promise you, sir. I am 
just asking you one question. I ask you first of all, do you understand that this 
question has no reference to any activities of your own, we desire to ask you 
whether or not you have any knowledge of the use of the facilities of interstate 
commerce in criminal operations? 

Do you still refuse to answer my question? 

Mr. Guzik. I don’t understand that question, Senator, I really don’t, I really 
don’t understand it. 

Senator O’Conor. Go ahead, Counsel. 

Mr. Rosinson. Have you ever had any connection with the operation of the 
wire service? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rosrnson. Do you know the circumstances under which Trans-America 
Co. came into being? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Rosrinson. Do you know of the R. & H. Publishing Co.? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. Ropinson. Do you know Phil Katz or Ray Jones? 

Mr. Guzik, I refuse to answer that. 

Mr. Ropinson. Mr. Guzik, do you know who killed James Ragen? 

Mr. Guzik. I will have to refuse to answer that. 

Mr. RosirNson. On the ground it might tend to incriminate you? 

Mr. Guzik. It might tend to incriminate me or lead to incriminate me, or might 
incriminate me. 

Mr. Rostnson. Do you know who killed William Drury? 

Mr. GuziKk. I refuse to answer that. 

Mr. Rosinson, Where were you the night that William Drury was killed? 

Mr. Guzik. I refuse to answer that. 

The CHAIRMAN. Mr. Chairman. 

Senator O’Conor. Senator Kefauver. 

The CHAIRMAN. I think in order to make the record clear as to the relevancy 
of some of these questions, it might be pertinent to ask counsel to summarize 
very briefly the theory of the committee and the importance of it, which shows 
the importance of the questions that he has asked Mr. Guzik, about three things: 

First, the R. & H. Publishing Co., and the creation of the Trans-America 
Service, and thirdly, about the Guzik-Accardo-Russell matter of getting into the 
S. & G. syndicate in Miami, Fla., just for the purpose of showing that they are 
pertinent to the inquiry of crime in interstate commerce. 

I just make that suggestion to the chairman. 

Senator O’Conor. Yes. 

Mr. Guzik. Well, they may be pertinent, but it still might tend to incriminate 
me. 

Senator O’Conor. Yes. Senator Kefauver has suggested that would be perti- 
nent to these proceedings, and if counsel will address himself to that subject we 
will be grateful to him. 

Mr. Rosinson. Well, let me ask one question. 

Mr. Guzik, you don’t disagree that the questions that have been asked you 
are not pertinent? 

Mr. GuzIk. What is that? 

Mr. Rogstnson. You don’t say that the questions that have been asked you are 
not pertinent to the inquiry? 

Mr. Guzik. I would not say. Some are not pertinent and some are incrimi- 
nating. 

Mr. Rogsrnson. Well, the reason why I asked the question, Mr. Guzik, is be- 
cause the committee is very much interested in obtaining all the information 
it can regarding the operation of the wire service. 

Mr. GuziIk. Well, I have a high regard for the committee, and I have a high 
regard for their right to ask me questions. I also have my own rights. 

Mr. Rostnson. Well, I am not asking this—— 

Senator O’Conor. All right. This is not a question, this is a statement made by 
counsel for the record. Proceed, please, Mr. Robinson. 

Mr. Rosrnson. Well, the purpose, Mr. Chairman, in these questions, is to find 
out information concerning. the operation of the wire service. 

The committee has information regarding the relationship of the wire service 
to gambling, and the operation of handbooks throughout the country. 
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The committee is seeking information also as to the ownership and the control 
that exists with respect to the wire service. 

The Trans-America Co. was a competing company that was organized around 
the time or just shortly before the death of James Ragen, who was the general 
manager and owner, or part owner, of the Continental News Service, and the 
history of the development of the Trans-America, its connections with the so- 
called Capone mob, or Capone syndicate in Chicago, matters which are of ex- 
treme importance to the committee. 

The other aspect of the questioning related to the control of the policy opera- 
tions in Chicago. The committee already has a considerable amount of testimony 
regarding the sizableness of the policy operations in Chicago, and the committee 
is interested in finding out the extent of the control or the revenue received by 
members of the so-called Capone syndicate from the policy operations in Chicago. 

It has been shown also that the policy operations do affect substantially inter- 
state commerce. 

The operations of the wire service is unquestionably an interstate commerce 
operation. 

The questions regarding the S. & G. service are particularly pertinent in con- 
nection with the operations of the wire service in the State of Florida, and 
the cut-off of that service, and the subsequent connection between that and the 
activities of Harry Russell, in gambling in Florida. 

Senator O'Conor. Well, now, with that statement concluded, the temporary 
presiding officer has decided to make a statement as to the decision of the 
committee with respect to the attitude of this witness, and it will be noted— 

Senator Wriiry. I would like to ask this first. I would like to know if you 
are willing, or whether there is any willingness on your part to tell us anything 
that is relevant to this inquiry. 

Mr. Guzik. I will have to refuse to answer, it may incriminate me. 

Senator Wiiey. Well, vou refuse to answer any questions, then, that might 
be relevant to the inquiry on the basis that those questions, you think, might 
incriminate you? 

Mr. Guzik. Might, and might lead to incriminate me. 

Senator WILEY. Well, then, you refuse to cooperate by giving any testimony 
whatsoever, is that right? 

Mr. GuzIK. I refuse to answer, because some questions are not pertinent, 
and some may lead or tend to incriminate me. 

Senator WiLry. Well, are you a lawyer? 

Mr. GuzIkK. No, sir. 

Senator WILEY. Have you consulted with a lawyer? 

Mr. GuziK. No. 

Senator WILEY. Where did you get this phrase you have been using all the 
time? 

Mr. GuzrxK. I have heard it on television. [Laughter.] 

Senator Wirey. Oh, you have been watching television all week, have you? 

Mr. GuzrK. No, on and off. 

Senator WiLey. Maybe you got a little education out of that. 

Mr. GuziIkK. At little bit. 

Senator Wirtry. Did it scare you any? 

Mr. Guzik. No. 

Senator WiLey. Do you realize that you may be cited for contempt? 

Mr. Guzik. I may. 

Senator WiLry. You realize that? 

Mr. Guzik. Imay. I don’t know, it is up to you, Senators. 

Senator O’Conor. Well—— 

The CHATRMAN. May I ask just one question? I don’t want to pursue it. 
This is as to Mr. Ragen. Would you answer whether you knew Mr. James 
Ragen or not? 

Mr. GuziIk. Well, Mr. Kefauver, is it? 

The CHATRMAN. Yes. 

Mr. GuziKk. If I answer that question, would you stop? [Laughter.] 

The CHAIRMAN. No. I would want to ask you two other questions. 

Mr. GuziK. You see, they all lead to—— 

The CHAIRMAN. Just a minute. 

Mr. Guzik (continuing). Like I say, they all lead to—~ 

The CHATRMAN. Well, let me tell you the three questions that I would ask you 
about Mr. Ragen. 

Mr. Guzik. Oh, pardon me, yes. 
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The CHAIRMAN. First, if you know Mr. Ragen; second, if you talked with him 
about, as he said in his statement relative to shortly before he was killed; and I 
would ask you the third question, which has been asked you again, if you, not 
speaking for yourself or anything about yourself, if you knew other parties who 
were connected with the killing of Mr. Ragen, not incriminating you. Those 
would be the three questions I would ask you about Mr. Ragen. 

Mr. Guzik. Well, like I said——— 

The CHAIRMAN. In other words, the third question is not whether you had 
any part of the shooting of Mr. Ragen, but if you knew other parties who did. 
I was not going to ask you their names. 

Mr. Guzik. I can answer that, like I say, if you don’t ask any more. 

The CHAIRMAN. Well, let’s try you out on those three. That is all I will ask. 

Mr. GuzrkK. What are the three? Pardon me. 

The CHAIRMAN. First, did you know James Ragen? 

Mr. Guzik. I knew him. 

The CHAIRMAN. Second, did you talk with him about difficulties about buying 
into the wire service sometime before he was killed? 

Mr. GuzIk. Well, that I will have to refuse to answer. 

The CHAIRMAN. Well, did you talk with him sometime before he was killed? 

Mr. Guzix. Well, I don’t know. I will have to refuse to answer that. 

The CHAIRMAN. Well, the third is not involving yourself, but do you know, 
and I shall not ask you their names, I assume you would not answer it if I did, 
but do you know the people who took the life of Mr. Ragen? 

Mr. Guzik. No, I don’t. 

Senator O’Conor. The committee is of the opinion that the attitude of the 
witness is in contempt of the regularly constituted committee of the Senate, and 
it will be noted for the record that at present there are in attendance the chair- 
man of the committee, the Senator from Tennessee (Mr. Kefauver), the Senator 
from Wisconsin (Mr. Wiley), the Senator from Wyoming (Mr. Hunt), and the 
Senator from Maryland, the temporary presiding officer, and these four members 
of the five-man committee have been in attendance throughout the questioning 
of the present witness. 

It is therefore the decision of the committee that this witness be continued 
under subpena; that he be remanded to the custody of the Sergeant at Arms of 
the Senate; that he be required to remain under the subpena and to reappear 
before this committee on Friday, March 30, at 10a.m. He will be kept in custody. 
and it is the decision of the committee that he may obtain his release only upon 
having placed a bond in the amount of $10,000. 

We understand that Captain Dowd is present, and the committee desires 
that he take the man in custody. 

Mr. Guzik. Can I make a bond? When can I make my bond? 

Senator O’Conor. Well, you will be—you will get sufficient advice from the 
representative of the Sergeant at Arms. 

Captain Dowd, will you take this man into custody ? 

Captain Dowp. O. K., let’s go. 

Senator O’Conor. The hearing will please be in order. 

For the convenience of everyone and for the information of all, the commit- 
tee will shortly recess, the hearings to be resumed at 10 this coming Saturday 
morning, at which time other persons will be heard including some who have 
been taken into custody at the direction of the committee. 

There will now be an executive session of the committee and with that we 
will adjourn for the day. 

(Whereupon, the special committee retired into executive session and the re- 
porter was excused; public hearing to be resumed at 10 a. m., Saturday, March 
24, 1951.) 


ANNEX II 


The committee has received the following memorandum from its chief counsel, 
which sets forth the legal opinion of its staff with reference to the contempts 
committed by Jacob Guzik. 

Marcu 28, 1951. 
Memorandum to Senator Estes Kefauver, Chairman, re contempt of Jacob Guzik 
(S. Res. 109). 


I have examined the record of the testimony of Jacob Guzik, and it is my 
opinion, which has previously been conveyed to the committee, that the refusal 
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by Jacob Guzik to answer questions was contemptuous of the United States Sen- 
ate and its Special Committee to Investigate Organized Crime in Interstate 
Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
ecommittee’s legal staff, I have advised the committee and now certify that 
the contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my 
opinion that the claim was not made in good faith inasmuch as there was no 
reasonable relationship between the questions asked and a line of proof which 
might incriminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 


RupotpH Hatiey, Chief Counsel. 


O 
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Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8S. Res. 110] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 


Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, caused to be issued a subpena to Frank Costello, 115 Central 
Park West, New York, N. Y. The said subpena directed Frank Cos- 
tello to be and appear before the said committee forthwith at 10 a. m., 
at their committee room 415, United States Senate Office Building, 
Washington, D. C., then and there to testify touching matters of in- 
quiry committed to said committee and not to depart without leave 
of said committee. The date of the subpena was the 3d day of January 
1951. Attendance pursuant to said subpena was had on February 
13, 1951, and again on March 13, 14, 15, 16, 19, 20, and 21, 1951, at 
which times the witness appeared. The subpena served upon said 
Frank Costello is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To FRANK Cosre.1o, 115 Central Park West, New York, N. Y., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Committee To Investigate Organized Crime in Interstate Commerce 
of the Senate of the United States, forthwith, at 10 a. m., at their committee 
room 415, United States Senate Office Building, Washington, D. C., then and 
there to testify what you may know relative to the subject matters under con- 
sideration by said committee. 

To produce all books and records of income from all sources for the years 
1940 to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To P. C. Murray to serve and return. 
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Given under my hand, by order of the committee, this 3d day of January, im 
the year of our Lord one thousand nine hundred and fifty-one. 


ESTES KEFAUVER, 
Chairman, Committee To Investigate Organized 
Crime in Interstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by P. C. Murray, who was duly authorized to serve the said 
subpena. The return of the service by the said P. C. Murray being 
endorsed thereon is set forth as follows: 


JANUARY 4, 1951. 

I made service of the within subpena by hand on the within-named Frank Cos- 
tello, at room 1908, 509 Madison Avenue, New York City, N. Y., at 11:28 a. m., 
on the 4th day of January 1951. 

P. C., Murray, 

The said Frank Costello, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Eighty -first Congress, 
second session. Frank Costello having appeared as a witness and hav- 
ing been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearings on February 13 and March 13, 15, 16,20, and 21, 1951, at rooms 
2804 and 318, United States Courthouse, Foley Square, New York, 
N. Y., which record is annexed hereto and made a part hereof and des- 
ignated “Annex I.” 

As a result of said Frank Costello’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of those days, the 
committee was prevented from receiving testimony and evidence con- 
cerning the matter committed to said committee in accordance with 
the terms of the subpena served upon this witness . 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Frank Costello per- 
tinent to the subject matter which under Senate Resolution 202, 
Kighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the subpena under which 
the witness was under inquiry, and his persistent and illegal refusal 
to answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

At the committee hearings in New York, N. Y., on March 13, 15, 16, 
20, and 21, 1951, there was present a quorum of the committee on the 
dates of March 13, 14, and 20, 1951, as set forth in the record annexed, 
consisting of the chairman and Senators O’Conor, Hunt, and Tobey. 

At the committee hearings in New York on February 13 and March 
15, 16, and 21, 1951, the chairman, pursuant to a resolution of the com- 
mittee, designated a subcommittee, consisting of himself and Senator 
Tobey, to continue to hear the testimony of ‘the said Frank Costello. 
These hearings of the subcommittee on the dates of February 13 and 
March 15, 16, and 21, 1951, were duly authorized by a resolution of 
the committee made on September 6, 1950, at an executive session at 
2 o’clock in room F-82 in the Capitol, at which were present Senators 
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Kefauver, Hunt, and Wiley. At this meeting it was duly resolved on 
motion made by Senator Hunt and seconded by Senator Wiley that the 
chairman be authorized at his discretion to appoint subcommittees of 
one or more Senators, of whom one member will be a quorum for the 
purpose of taking testimony and all other committee acts, to hold hear- 
ings at such time and places as the chairman might designate with 
reference to the committee’s investigations of organized crime in the 
vicinities of the cities of Chicago, St. Louis, Kansas City, Miami. 
Miami Beach, and Philadelphia, and in the States of New York and 
New Jersey. 

At the meetings of the said subcommittee on March 15, 16, and 21 
1951, the said Frank Costello continued to appear subject to the afore- 
said subpena and was further asked questions which were pertinent to 
the subject matter under inquiry and gave answers as appeared in the 
record of the hearings on March 15, 16, and 21, 1951, at room 318, 
United States Courthouse Building, Foley Square, New York, N. Y.. 
which record is annexed hereto and made a part hereof and designated 
“Annex II.” 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COM MERCI 
MINUTES OF AN EXECUTIVE MEETING, SATURDAY, MARCH 17, 1951 


An executive meeting of the Senate Crime Investigating Committee was held 
March 17, 1951, room 210, Senate Office Building, attended by Chairman Kefauver, 
Senators Wiley, Tobey, and Hunt. Also present were Messrs. Rice and Amis. 
Notes were made by Miss Coutsonikas. 

Chairman Kefauver reviewed the matters developed during the New York 
open hearings and advised that it was contemplated that the hearings would 
continue through Monday, Tuesday, March 19 and 20, and possibly Wednesday, 
March 21. 

The testimony and deportment of witnesses Frank Erickson, Joe Doto (alias 
Joe Adonis), and Frank Costello were discussed and, on motion, those present 
unanimously voted to recommend that these individuals be cited for contempt 
of the Senate. 

It was unanimously resolved that the record of the New York hearings be 
forwarded to the United States attorney for the Second District of New York 
for study in connection with possible perjury violations. 

Estes Keravuver, Chairman. 


As to the testimony of the witness Frank Costello on March 19, 20, 
and 21, 1951, the committee took the following action : 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF AN EXECUTIVE MEETING, SATURDAY, MARC@ 17, 1951 
The committee met at the Capitol, room P-36. There were present Senators 
Kefauver, Tobey, Hunt, O’Conor, and Wiley. Upon the motion of Senator 
O'Conor, duly seconded by Senator Tobey, the committee voted to recommend 
to the Senate that William G. O’Brien be cited for contempt by reason of his 
failure to answer questions pertinent to the committee’s inquiry on March 27, 
1951, and that Frank Costello be cited for contempt by reason of his failure to 
answer certain questions pertinent to the committee’s inquiry in the hearings 
eonducted in New York City on March 19, 20, and 21, 1951. 
The motion was unanimously carried. 
Estes KEFAUVER, Chairman. 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCH 


UNITED STATES SENATE, 
SpecrAL CoMMITTEE To LNVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
New York City, N. Y., Tuesday, February 13, 1951. 


EXECUTIVE SESSION-——OON FIDENTIAL 


The committee met, pursuant to notice, at 10 a. m., in room 2832, United States 
Courthouse Building, Foley Square, Senator Estes Kefauver (chairman), 
presiding. 

Present: Senators Kefauver (chairman)*and Tobey. 

Also present: Rudolph Halley, chief counsel of the special committee. 

James Walsh, special counsel; Arnold L. Fein, special counsel; and David 
Shivitz, assistant counsel, of the special committee. 

Patrick Murray, investigator; Lawrence Goddard, investigator; and Howard 
Brand, investigator, of the special committee staff. 

The CHAIRMAN. The committee will come to order. 

Let the record show that Senator Tobey and Senator Kefauver are present, 
and that this meeting is being held subject to a resolution adopted by the full 
committee authorizing a subcommittee of one or more to hold hearings in New 
York City. 

Senator Tobey is sitting with the chairman today as a member of the sub- 
committee. 

This resolution will be made a part of the record. 

I am glad to be here with our distinguished chief counsel, and with our asso- 
ciate and assistant counsel. They have been working very hard up here, Senator 
Tobey, in order to get things lined up. 

Senator Tospey. I am sure they have. 

The CHAIRMAN. Who will be our first witness, Mr. Halley? 

Mr. HAuttey. Frank Costello. 

The CHAIRMAN. All right. Let us have Frank Costello here. 

Come in, gentlemen. 

May I ask counsel’s name? 

Mr. Wor. George Wolf. 

The CHAIRMAN. Good morning, Mr. Wolf. 

I do not believe Mr. Costello has appeared before our committee before. Will 
you raise your right hand and be sworn, please. 

Senator Tospey. What is your net worth, Mr. Costello? 

Mr. Costre.io. I could not answer that, Senator; at present I could not answer 
that. 

Senator Torry. In other words, Frank Costello does not know what he is worth? 
Is that your answer? 

Mr. CostetLo. That is right. I believe there is nobody in this room who would 
know their net worth right offhand. 

Senator Tosry. Well, you must strike a balance some time during each calen- 
dar year. When is the last time you assured yourself of what you were worth? 

Mr. Costetio. I don’t remember. 

The CHAIRMAN. Senator Tobey does not mean exactly in dollars and cents, but 
give the best estimate that you can. Could you give us an estimate? 

Mr. CosTE.LLo. I would not even try, because I don’t want to be out of line. 

Senator Torney. Well, you bring in on Thursday morning, to this committee, 
a statement of your net worth, assets and liabilities, what the assets and liabilities 
are, a detailed statement of Mr. Frank Costello’s financial status. 

Mr. Wotr. I will go over that. 

Senator Torey. I will ask you if you will bring it in. 

Mr. CostTeLLto. You want it on Thursday? 

Mr. Wotr. I say that I will go over this with Mr. Costello, and I will come here 
with figures showing to the best of his ability what he is worth. 

Senator Torry. Any man that has any fair degree of intelligence can know 
to his own satisfaction, and for the benefit of those questioning him under the 
law, what his net worth is. He can draw up a balance sheet contingently-——— 

Mr. Wor. Of course, he can tell you what he has and what he owes. 

Senator Toney. And the assets, quick and current. 








~~ 
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Mr. Costretro. Wait a minute. I want to think it over. I don’t know if it is 
proper information, as to my net worth, that I should give you my net worth. 

The CHAIRMAN. Well, we are asking you to do so, 

Mr. Cosretito. Well, I will have to think it over. 

The CHAIRMAN. Well, anyway, you are requested to do so, and have that with 
you Thursday morning. 

Senator Torney. I have one other question : 

Do you have any connection with Mr. Hilton, or the Hilton Hotel Co.? 

Mr. CostTeLio. No. 

Senator Torry. Do you have any interest in the Waldorf-Astoria? 

Mr. Costetio. No. 

Senator Toney. Have you ever had any? 

Mr. Costetio. No. 

Senator Torry. When did you see Frank Erickson last? 

Mr. Coste.io. I imagine it was 2 or 3 days before he went to jail. 

Senator Toney. The last time’ 

Mr. CostTELiLo. Yes. 

Senator Tosrey. He testified, if you remember the testimony, that he saw y: 
the night before, that is the last time, before the Interstate Commerce Commit- 
tee, Mr. Erickson testified he saw you the day before. 

Mr. CosTELLo. Well, I say 2 or 3 days before he went to jail. 

Mr. Wotr. I think he went to jail long after he appeared before the commit- 
tee. 

Senator Torey. I guess that is right. I will withdraw that question. That 
is all I have. 

The CHAIRMAN. How about the Biltmore Hotel? Do you have an interest in 
the Biltmore, or have you had? 

Mr. CosTeELLo. No. My interest is all on paper, and what I testify to. 

The CHAIRMAN. Have you had an interest in any hotel? 

Mr. CosTELLo, No; it is all a myth. 

Senator Toney. Do you have any interest in utilities? 

Mr. CosTetio. No. 

The CHAIRMAN, I would just like to know, you said it is a myth, but you hear 
it quite generally rumored that you have an interest in this hotel group or some 
other hotel group. Why does such a myth exist? How do you account for it’ 

Mr. CosTEL1Lo. I don’t know, Senator. I beg your pardon, but 1 don’t think 
you are that naive that you think I have an interest in everything you hear 
about. If I did, I would probably be the richest man in the whole world, and 
I would be crazy if I did not have it recorded and paid taxes on it and declare it. 

Senator Tobey gave me a little credit for being halfway smart. That would 
not be smart at all, would it? 

Senator KEFAUver. I am just asking you, How do these myths get started? 

Mr. CosTetio. Just like everything else, newspaper publicity. 

The CHAIRMAN. Well, anyway, you get this in shape so that you can give it to 
us on Thursday. 

Senator Torry. I would like to interpolate here that he is considering whether 
or not he is trying to give the net worth. He knows what I mean now; who is 
it who keeps your books of recipts and disbursements? 

Mr. CosTeLio. Well, I have my books up in my office. 

Senator Tosey. In your office? 

Mr. CostTeLvo. That is right. 

Senator Torry. Who is your confidential man in charge? 

Mr. Coste.io. Mr. Frank Finegold. 

The CHAIRMAN. Mr. Finegold is in Mr. Wolf's office, isn’t he? 

Mr. CostTeLio. Well, I make that my office. 

Mr. Wotr. Will you.explain what you mean by books, Mr. Costello? I don’t 
want the committee to get any erroneous impression as to what you mean by that. 

Mr. Costret1o. I am talking about records. These are all my records [indi- 
cating]. I keep them here. I don’t have any books in my hotel. 

Senator Tosey. You are compelled to keep records of your income and outgo 
and sources of money? 

Mr. Costetio. And I have that. 

Senator Torry. You have that? 

Mr. CostTe.io. Yes. 

Senator Tosry. You have that? 

Mr. Coste.io. Yes. 

Senator Tosey. It is in the hands of Mr. Finegold? 
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Mr. CostTetxo. It is all here [indicating]. 

Senator Tosry. That will all be available to this committee Thursday morning? 
Will it? 

Mr. CostTELLo. Yes. 

Senator Toney. Showing a complete statement of income and outgo, and reve- 
nues and so forth? 

Mr. CostTe.io. Yes. 

Mr. WoLr. Just a moment, Senator. I don’t know whether Mr. Costello under- 
stands these various questions. 

Senator Toney. Well, I will bet that he understands them. You know what 
we are driving at all right, Mr. Costello? 

Mr. Wo tr. I don’t want this to go by without having Mr. Costello state clearly 
what the situation is, if you will permit me. 

The CHAIRMAN. Let Mr. Costello make a statement. 

Mr. Wor. May I ask him some questions? 

The CHATRMAN. Well, go ahead, Mr. Wolf. 

Mr. Woitr. When Senator Tobin asked about— 

Senator Toney. I don’t mind your getting the name mixed up, but the name 
happens to be Tobey, 'T-0-b-e-y. 

Mr. Wor. I am very sorry. 

Senator Tosey. Well, in any way we know you are talking about the same 
fellow. 

Mr. Wor. I am very sorry. 

Now, when you speak of books and records with Mr. Finegold, you mean regular 
books of account and records? 

Mr. CosTELLo. No; just what I have here. 

Mr. WoLr. Well, now, have you told the committee, have you described, rather, 
to the committee, the income that you have received, or have you described the 
various enterprises you are connected with from which you received income 
during the year 1950? 

Mr. CostTetxo. I have. 

Mr. Wotr. When you speak of the 79 Wall Street Corp., there are books and 
records of the 79 Wall Street Corp., are there not? 

Mr. CosTe.io. That is right. Which was liquidated. 

Mr. Wor. Those are at my office; that concern that has been liquidated, and 
I may state, if the committee wants those books and records, you may have them. 

Now, when you speak of your oil leases 

Mr. CosTeLLo, Just- 

Mr. Wo tr. Just a moment, please. Just a minute, so that there will be no mis- 
understanding, when you speak of oil leases, have you any books of account any- 
where that shows what you receive and what you pay out? 

Mr. CosTeLio. I have just statements and vouchers. 

Mr. Wotr. In other words, you get the statements from the— 

Mr. CosTeLio. Oil company. 

Mr. WoLr (continuing). Oil company, or the operating company in connection 
with these leases, and vou have those statements? 

Mr. CosreLto, That is right. 

Mr. Wor. Those are the statements that you brought here today, are they 
not? 

Mr. Coste.io, That is right. 

Mr. Worr. But you have no books and records of account, as such? 

Mr. Costetto. No; and my checks—— 

Mr. Wotr. Just a minute, please. Now, you spoke of the income that you re- 
ceived from the Beverly Country Club. That was the wages that you received? 

Mr. CosTetio, Yes. 

Mr. Wor. Do you have any books of account, regular books of account, show- 
ing the receipt of those moneys? Do you keep books of that sort? 

Mr. COSTELLO. No, 

Senator Tosnry. Just a minute. I see what you are driving at. Let’s get a 
little loser to the facts. The man is doing business under different forms of 
business, and he receives from these businesses certain dividends or income, and 
so forth, but it is income, and somebody in his establishment keeps a record of 
those incomes, doesn’t he, a complete record of every dollar you take in during 
the year is available, isn’t it? 

Mr. COSTELLO. Yes. 

Senator Toney. And a complete record of all you pay out is available, too, 
isn’t it? 

Mr. CostTe..o. That is right. 
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Senator Tospey. At least, it would appear on the stubs of your check book? 

Mr. CosretLo, That is right. 

Senator Tosrey. And if you receive money in cash, that is also entered in the 
check book? 

Mr. CosTetio. That is right. Is that what you want? 

Senator Toney. What we want is a simple thing. What did you take in last 
vear, what did you pay out, what did you make net this year after your allowance? 

Mr, COSTELLO, You will have all that. 

Senator Torey. The gentleman seems to be fencing with us. 

Mr. Wor. No, no: I don’t want the record left with the idea that there were 
regular books of account that he kept, Senator, and so long as we are clear on 
that, we will be glad to produce what we have. 

The CHarrMAN. At 9:30 Thursday, have it here, so we can get it succinctly, 
briefly, and in an understandable manner. 

This part of the hearing will be continued until 9:30 Thursday morning 

Mr. Wor. I did not leave anything with you, did I, Senator’? 

The CHAIRMAN. No, sir. I think I gave everything back to you that you gave 
me. 

All right. Thank you. 

The Wirness. Thank you very much. 

The CHAIRMAN, Will 9:30 be all right, Mr. Wolf? 

Mr. Costreiio. Yes. 

The CHAIRMAN. Very well. Thank you. 

(Witness excused, ) 

The CHAIRMAN. Who is your next witness, Mr. Halley? 

Mr. Hatitey. Mr. Charles LaForge. 

The CHAIRMAN. Will you have Mr. LakForge brought in, please? 

Are you Mr. Lakorge, sir? 

Mr. LAForer. That is right. 

The CHAIRMAN. Sit right over here. First, will you raise your right hand and 
be sworn, please? 

Do you solemnly swear that the testimony you give this committee will be the 
whole truth and nothing but the truth, so help you God? 

Mr. LAForGe. I do. 


. New York, N. YY, Tuesday, March 13, 1951. 

The committee met, pursuant to recess, at 9:30 a. m., in room 2804, United 
States Courthouse, Foley Square, New York, N. Y., Senator Estes Kefauver 
(chairman). 

Present: Senators Kefauver (chairman), O’Conor, and Tobey. 

* * * * * % * 

Senator O’'Conor. Do you solemnly swear the testimony you will give this 
committee shall be the truth, the whole truth and nothing but the truth, so help 
you God? 

Mr. CostTe.io. Yes, sir. 

Senator O’Conor. Just for identification purposes, will you give your full 
name? 

Mr. Worr. May I understand whether or not this proceeding 

Senator O’Conor. Will you identify yourself. 

Mr. Wor. Senator, my name is George Wolf. 

Senator O’Conor. You are a member of the bar? 

Mr. Wotr. I am a member of the bar, and I am appearing as attorney for Mr. 
Costello. IT would like to know whether you intend to televise this proceeding. 

Senator O’Conor. The proceedings have been televised. May I ask whether 
you have any objection? 

Mr. Wor. Strenuously object. 

Senator O’Conor. Upon what basis do you register objection ? 

Mr. Woir. On the ground that Mr. Costello doesn’t care to submit himself as a 
spectacle. And on the further ground that it will prevent proper conference with 
his attorney in receiving proper advice from his attorney during the course of 
the testimony. 

Senator O'Conor. I gather, then, Mr. Wolf, that you feel that this proceeding, or 
proceedings, under those circumstances would adversely affect the interests of 
Wur client? 

Mr. Wor. Absolutely. 
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Senator O’Conor. Would it in any way have effect upon his giving a complete 
and full statement to the committee, and of answering questions freely? 

Mr. Wo tr. I think it would interfere with Mr. Costello testifying properly. 

Senator O’Conor. I see. Well, under the circumstances, then, it is the view 
of the committee, counsel, that the defendant not be televised, the individual 
who is here, the witness, not be televised at the time. 

Mr. Worr. And I presume that applies to radio broadcast, for this reason, 
Senator: 

For the reason I assume that if it is broadcast by radio, every whisper between 
the witness and myself will be heard; so that there will be no privacy at all 
between cotinsel and client. I will not be able to advise him as to his rights; 
he will not be able to ask me as to his rights. 

I think the witness will be absolutely helpless under those circumstances, 
Senator. 

Senator O’Conor. Counsel, the committee cannot agree with you in that state- 
ment. It is our duty and obligation, of course, to afford the witness every proper 
safeguard, so that he be permitted to have the benefit of counsel to the fullest 
extent, and such a conference can be held without it being audible to anyone 
else; and we shall certainly see to that. 

Mr. WoLr. With that provision, I concede, then. 

Will you permit me, then, on occasions, if necessary, to have the privacy of 
conference with my client, if he so desires? 

Senator O’Conork. We will not only permit it, but encourage it; because he is 
fully expected to have every possible benefit of counsel, and that should be his, 
not as a matter of gratuity from this committee, but as a matter of right. 

Mr. Wor. Then we have no objection to it being broadcast by radio. In fact, 
the witness himself would prefer it. 

Senator O’Conor. Very good. 

I, incidentally, improperly referred to him just before as a defendant. I didn’t 
mean that at all, but just as a witness. 

Mr. Wor. That is not unusual, Senator. He has been referred to as a de- 
fendant, even though he is only a witness. 

Senator O’Conor. That does not, of course, apply to the presiding officer. 

Mr. Wor. That is a very common thing, Senator. 

Senator O’Conor. You have already given your full name. Just for purposes 
of identification, will you give your address? 

Mr. CosTeELLo. 115 Central Park West. 

Senator O’Conor. It is understood by the television’ persons that the witness 
is not to be televised during the course of the proceedings. 

Mr. Wor. Senator 

Mr. HALLEY. May we have the witness’ name first—Frank Costello? 

Mr. CosTELLO. Frank Costello, 115 Central Park West. 

Mr. HALLEY. Have you ever used any other names 

Mr. Wor. Before he answers any further questions, may the witness make 
a statement through me? 

Senator O’Conor. Yes. 

Mr. WoLr (reading) : 

“On January 2, 1951, chief counsel for this committee telephoned Mr. George 
Wolf, my attorney, and stated that the committee desired to examine me as a 
witness. On January 3, at a conference with chief counsel, Mr. Wolf stated 
that I was anxious to testify in order to deny under oath and forever silence 
the false stories and rumors that I was connected with any crime syndicate and 
that I was guilty of grave criminal offenses but that, judging from press reports 
of statements made by certain members of this committee, I could not expect 
fair treatment or consideration. 

“However, my attorney was assured by chief counsel that the committee had 
not concluded its investigation about me, would treat me fairly as a witness, 
and would withhold judgment until after I had testified. 

“Thereupon I agreed to accept service of subpena and, pursuant to arrange- 
ments, accepted service at my attorney’s office on the following morning, Janu- 
ary 4. This subpena was made returnable forthwith, but I agreed to appear 
at any future time upon notice to my attorney. Later my attorney was requested 
to have me appear on February 13, 10 a. m., in this room; and I did so. Before 
testifying I made the following statement: 

“*T am here as a witness pursuant to forthwith subpena dated January 3, 
1951, served upon me on January 4, 1951. + 

“‘Ror years I have repeatedly been falsely charged with the most serious 
and vicious crimes and with being the leader of a national crime syndicate. 
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Whenever possible I have sought to deny these charges and on many occasions 
have offered to testify before impartial investigating agencies. As recently as 
April 26 last I voluntarily appeared as a witness before the Senate Subcommittee 
on Interstate and Foreign Commerce, investigating interstate gambling. To 
the best of my ability I then testified fully and frankly, claiming and being 
granted by the committee privilege against self-incrimination on only one sub- 
ject; namely, whether gambling was conducted in the Beverly Country Club 
of New Orleans. 

“*In spite of my denials under oath, these accusations continue to be made. 
According to reports of the Congressional Record and the press throughout the 
country, some of the very members of this Senate committee have charzed me 
with the commission of grave criminal oiffenses and with being a leader of 
organized vice and crime in this country and have also announced their inten- 
tion to have me prosecuted for perjury if no other crimes can be proved against 
me. 

“*T respectfully submit that | am a witness, not a defendant. I respectfully 
request that I be treated as impartially as any ordinary witness, that no 
attempt be made to single me out and make a field day of my examination, 
that my rights and privileges be respected, and that my interrogation be fairly 
conducted and kept within the bounds of the subject matter of your investigation.’ 

“That is the end of the quote of the statement that Mr. Costello made on 
February 13. 

“At the conclusion of the statement the chairman made the following remarks: 

“Thank you, Mr. Wolf. That is a very good statement, and I don’t know as 
to some of the things you referred to, but it is the policy of this committee to 
try to treat every witness as fairly as we know how.’ 

“Within a few moments after I started to testify, the committee again sought 
to reassure me that my examination was to enable me to establish the falsity 
of the malicious reports about me. The chief counsel said, and I am quoting 
from the record: 

“‘T might say, Mr. Costello, that the committee is well aware of your con- 
tention that you have been misrepresented. Mr. Wolf has made that very 
clear to me. 

“*The purpose of a detailed examination privately is to give you every oppor- 
tunity to establish your contentions.’ 

“For 2 hours on February 13 and for 6 hours on February 15 I testified. I did 
my level best to furnish the committee with every bit of information they 
asked for and to answer every single question directly and honestly. 

“When my examination was ended, I had every right to believe that [ had com- 
pletely disposed of the fantastically untrue stories built up around me and 
that I would now be recognized for what I actually am and have been, without 
defending gambling and bootlegging activities of which 1 am not particularly 
proud but for which I prefer not to be eternally punished. 

“T felt that I was fortunate for having accepted the assurances of the com- 
mittee at face value. In fact, the concluding remarks of the chairman did 
much to strengthen my belief that my testimony had done much to destroy the 
mythical tales about me. I quote the following from the record: 

“'*Mr. HALLEY. Do you think you have got your rights as you demanded them 
in your statement, Mr. Wolf? 

“‘Mr. Woir. * * * although the examination was quite vigorous and 
thorough, I think he was treated quite fairly. I also think that Mr. Costello 
as a witness was very frank and cooperative to the fullest extent. I think you 
will agree with me on that, Mr. Halley.’ 

“And I am pointing out, gentlemen, this is what took place at the close of the 
examination of 8 hours. 

“‘*Mr. HALLEY. He certainly cooperated. 

“The CHATRMAN. He answered most questions forthrightly. He was a little 
vague about things back in the prohibition days, and there were some of these 
matters that he seemed to have forgotten as to what he told Mr. Hogan, but 
that has been quite a number of years ago.’ 

“On March 1 the newspapers reported the submission of an interim report by 
this committee describing the criminal activities of an alleged major crime syndi- 
cate composed of two parts and naming me as one of the two heads of one part. 
While I then realized that the committee’s pretenses of fairness were empty 
words, [ was not prepared for the shocking discovery that the report was com- 
pleted before I had even begun to testify and that nothing I could have said 
or done would have altered it one iota. I was informed that chief counsel 
not only admitted that the report had been prepared before I started to testify 

S. Rept. 199, 82-1——2 
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but that it was, to use the chief counsel's own language, ‘based upon inference 
upon inference’ and without a single shred of direct evidence against me, after 
over a year of an extensive investigation, aided by virtually every local and 
Federal investigating agency in the United States. 

“Over my repeated denials and my testimony under oath, which you said was 
‘forthright, without any direct evidence, and without permitting me to defend 
myself, you have branded me as an archeriminal. You have prejudged me with- 
out a bit of respectable proof to support your judgment. 

“Under our system of law a man is presumed to be innocent until his guilt 
is proved beyond a reasonable doubt. I do not ask to be measured by the same 
rules as should be applied to all of us. I am willing to assume the burden 
of proving my innocence to you and to the world. 

“Give me, I ask you, this last opportunity of proving that your charges against 
me are unjustified and that they should be retracted. Confront me with evi- 
dence if you have it; if your charges are based on inferences, let me know what 
those inferences are. Then give me the right to publicly reply to your evidence 
or construe your surmises. 

“T am not only asking that you respect fundamental rights and principles, 
I am begging you to treat me as a human being.” 

The CHAIRMAN, Mr. Chairman, I think there is one matter that should 
be straightened out before we start. Senator O’Conor is acting as chairman 
today. 

That matter is the statement that the report was written before Mr. Cos- 
tello testified. That is absolutely untrue. The report was not completed, it 
was not written, until 1 week before it was published; and Mr. Costello tes- 
tified many, many weeks before that time. 

I think also, Mr. Wolf, that you mistake forthrightness with proof of inno- 
cence or no wrongdoing. 

It is quite correct, and we always try to state whether the witness is forth- 
right or not, and at the conclusion of the hearing I stated for the record and 
to the press that most of the questions Mr. Costello had answered forthrightly, 
that he only refused to answer, or avoided answering, one question, and that 
was in connecion with the Beverly Country Club; that as to matters in the 
prohibition era, and also as to what he had told Mr. Hogan, that his memory 
was dim, and that he did not answer those questions very fully, or his memory 
wasn’t full about them. 

However, it should not be construed that, because we said he answered forth- 
rightly, he exonerated himself of any connection with crime or contacts with 
other people who may have been engaged in it. 

That was what my statement was, and I stand by that statement today. 

But your statement, sir, that the report was written before you testified, is 
absolutely incorrect. It was to a considerable extent on his testimony in ex- 
ecutive session that certain things were brought out in the report. 

Mr. Wor. May I say, Senator, in connection with my statement, that the 
report was prepared before he testified, that that statement was made to 
me by chief counsel. I told chief counsel a day or two ago that I intended 
to prepare a statement and I intend to incorporate that in a statement. I 
wanted to know if there would be any question about that, and he said “No.” 

My information as to the fact that that interim report was prepared before 
Mr. Costello testified came from chief counsel. 

The CHATRMAN, I think you must have misunderstood him, Mr. Wolf, be- 
cause we only worked over the report and finally got it in shape, I think, just 
3 days before it was released. 

Mr. Hauriey. I think I can clarify that, if I may. 

Senator O’Conor. All right, Mr. Halley. 

Mr. Hauiey. The report was drafted before Mr. Costello testified and I so 
told you. I also think I told you that there was nothing in Mr. Costello's tes- 
timony that made the committee change its opinion, and it did use the report 
very considerably after his testimony. 

Mr. Woir. May I ask Mr. Halley a question? 

Senator O’Conor. Yes. 

Mr. Wor. Didn’t you, a day or two ago, Mr. Halley, in answer to a question 
as to whether or not I could make a statement in a statement that that report 
was prepared before he testified, say “Yes”? 

Mr. Hatiey. I don’t reeall that. 

Mr. Wor. I don’t want to get into a controversy—— 

Mr. HAuiey. I think we are getting into a clear controversy— 
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Mr. Worr. Well, didn’t I tell you that I intended to prepare a statement and 
that I didn’t want any question about the facts in the statement? 

Mr. Hairy. No; you said you would prepare a statement, but I didn’t clear 
your statement. q 

Senator O’Conor. Mr. Wolf, do you feel that you have had an opportunity to 
make your position clear? 

Mr. Wo tr. I have had an opportunity to make my interim statement, or Mr. 
Costello’s interim statement. 

Senator O’Conor. All right. 

The CHatmrMaN. Mr. Chairman, it may be of some interest to Mr. Wolf to know 
that, after the first draft of the report was received by the members of the com- 
mittee, after having gone over it with counsel about 10 days or 2 weeks before 
the interim report was filed, a great deal of it was deleted, a great deal of it was 
changed. I think every member of the committee had very substantial changes 
to be made, which were made. 

I know that I myself made suggestions of changes on many, many pages; and 
there are many, many deletions; and so in no sense of the word could the report 
have been prepared 3 days before it was filed. 

Mr. Wor. I want to say, Senator, that I have the highest respect for Mr. 
Halley’s integrity, and I take his word on any subject matter. I am telling you 
what my clear understanding of our conversations was, 

Senator O'Conor. Very well. Now, Counsel. 

Mr. Hatitey. Now may we get some testimony under oath, Mr. Chairman? 

Mr. Costello, the question was: Have you been known under any other names 
other than Frank Costello? 

Mr. CostTeLio. Well, when I was a boy I believe my mother’s maiden name was 
Severio; not that I used it, but they called me that. 

Mr. Hautirey. Have you used any other names? 

Mr. Costetito. Not to my recollection. 

Mr. Hantey. Have you ever used the name Castiglia? 

Mr. Coste._i_o. Well, have I ever used it? 

Mr. HAtuiey. Yes, 

Mr. Coste.io. Not since I have been in America. 

Mr. Hatiey. Did you use it before you came to America ? 

Mr. Coste.io. Well, I couldn't have used it. I was only 2 years old, 

Mr. Hatitey. So you never used the name Castiglia? 

Mr. Costre.Lo. Not that I remember. 

Mr. Hairy. But you did use the name Severio? 

Mr. CostTeLto. Well, I might have used it. yes: I might have when I was a boy. 

Mr. HALiey. Well, you used it after you were a boy, did you not? 

Mr. CostTeLio. Yes. 

Mr. HALLEY. Why do you say when you were a boy ? 

Mr. Costre.io. Well, it is so far back that I just don't 
but I take it for granted that I might have. 

Mr. HALtey. Well, you know very well you used it, Mr. Costello. Let's have 
some of the frankness we were talking abont. 

Mr. CosTeELLo. Wel, what's frankness about it? I am telling you that I might 
have used it. 

Mr. Wor. The frankness that you talked about, not that we talked about, 
Mr. Halley. 

Mr. Harry. I never used that word. 

Mr. Wor. You used it on a number of occasions. 

Mr. Hairy. He cooperated. 

Mr. Worr. Yes. 

Mr. HAnttey. Now, what do you mean when you say you might have used the 
name Severio? Don't you know very well vou used the name Severio? 

Mr. Cosre..o. IT might have used it: ves. 

Mr. HAuiey. I will not accept that answer. Did you or did you not use it? 

Mr. Coste.t.to. Well, I might have. 

Mr. Hairy. Well, you know you used it, do you not? 

Mr. CosTe.Lo. Well, I don’t know. I won't say I didn't. 

Mr. HALLEY. Well, you are not using the English language when you say 
you might have. That means nothing. 

Mr. Wo.F. He generally uses the English language. 

Mr. CosTe.tto. I'm sorry, I'm not a college man like you, Mr. Halley. 

Mr. Hauiey. Thank you very much. But can you tell us whether or not 


remember using it, 


you know whether you ever used the name Frank Severio? 
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Mr. CosTE.L1Lo. I am willing to admit that I might have used it. 

Mr. HALiey. You are not willing to admit that you know very well that you 
did use it? 

Mr. CosteLLo. Why should I? Isn’t that answer good enough? 

Mr. Hatiey. You were convicted of a crime under that name, were you not? 

Mr. CosTe..o. I beg your pardon? 

Mr. Hatiey. You were convicted of a crime under that name, were you not? 

Mr. Coste..o. Thirty-five, thirty-six years ago; yes. 

Mr. HALiey. You remember’ that? 

Mr. Coste.Lo. Well, going back 36 years; yes. 

Mr. HAuiey. And that is the name you used? 

Mr. CostTeLLo. Well, I probably did. 

Mr. HALLEY. Well, you know you did. That question has come up in ques- 
tioning of you again and again before at least three or four different tribunals; 
is that not right? 

Mr. CosTeLLo, Repeat that question. 

Mr. HAuiry. You have been asked about your conviction on many occasions, 
have you not? 

Mr. CosTeLLo. Well, I have; yes. 

Mr. HALLEY. And on each occasion you were asked whether you were con- 
victed under the name of Frank Severio, were you not? 

Mr. Cosre.ito. The question might have been asked, put it that way. 

Mr. HALLEY. It was asked, wasn’t it? 

Mr. CosTeLLo. Well, I don’t know. I'm not going to remember years back. 

Mr. HaLirey. Well, it was asked here on February 14, was it not? 

Mr. CosTELLo. On February 14? 

Mr. Hatiey. Yes. Weren't you asked whether you were ever convicted of 
a crime? 

Mr. CosTeLLo. On February 14? What February 14 do you have reference to? 

Mr. Haley. Of this year, when you appeared before this committee. 

Mr. Wor. Will you refer to the page? 

Mr. CosTeELLo. You refer to the page— 

Mr. Wor. Mr, Chairman, may I have counsel refer to the specific question that 
he is referring to? 

Senator O’CoNor. I think that is a perfectly proper request. 

Mr. WoLFr. Will you do that. 

Mr. HAtiey. No; I will not. 

Mr. Wor. The chairman has directed you to do so. 

Senator O’Conor. I do feel that if the witness is asked whether or not, in a 
certain proceeding, he was asked a certain question, that his attention ought to 
be directed, particularly as counsel has a copy of it, so that counsel may refer to 
that page and read anything else that has been said at that time. 

Mr. CosTeLLo. Thank you. 

Mr. HALLEY. Well, we will have to find it. While we are looking for that 
question, may we go ahead, Mr. Chairman? 

Senator O’Conor. Yes, proceed. 

Mr. Hatiey. Do you remember ever having used the name Frank Castaglia? 

Mr. CosTELLo, I don’t remember. 

Mr. Hatuey. Is it possible that you did? 

Mr. CosTeLLo, It is possible. 

Mr. Hatiey. And that was your mother’s maiden name, did you say? 

Mr. Coste.to. No. My mother’s maiden name was Severio. 

Mr. HALLEY. Severio? 

Mr. CostTe._to. That's right. 

Mr. HaLtey. Where would you have gotten the name Frank Castaglia? 

Mr. CostTeLtxio. That is my name. 

Mr. Hattry. That is your right name? 

Mr. Costet.o. That is right. 

Mr. Hattry. And Costello is an Americanized version? 

Mr. CosTetro. That’s right. 

Mr. Hartiey. Did you ever use the name Hoffman, Murray F. Hoffman? 

Mr. CosTEeLLo. No. 

Mr. Hattry. At no time? 

Mr, CosTELLo. Not that I remember; no. 

Mr. Hattry. Did you ever use the name Francisco Severio? 

Mr. CostTetLo. Not that I remember. Francisco I might use, Frank Severio. 
I just don’t remember. 
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Mr. HALLey. Have you ever been called Francisco? 

Mr. CosTeEtio. Well, I wouldn't remember. I wouldn’t know if I was or not. 

Mr. HALLey. Did you ever use the name Stello? 

Mr. CostTeLLo. No. 

Mr. Hatiey. Or Venti? 

Mr. CosTELLo. No. 

Mr. HALLE¥. Now, getting back to Severio, and we will continue to check for 
the page reference, do you recall whether or not you were ever convicted in the 
State of New York in the year 1915 of possession of a revolver? 

Mr. Costre._o. I was convicted for a misdemeanor. 

Mr. HALLEY. Were you convicted for possession of a revolver? 

Mr. CostTe._o. That's right; yes, sir. 

* & > a * - > 

Mr, HALiey. The last time you appeared before the committee, the committee 
asked you for a complete financial statement of your assets, and I believe at 
that time you said you would prodnee it, but that since then Mr. Wolf has stated 
that in view of the Ccommittee’s report he would not produce such a financial state- 
ment; is that correct? 

Mr. Wor. I said so. I said that in view of the fact that I had believed the 
committee would await any determination until the witness testified, the release 
of this interim report in condemning him as it did would be a reason, one of 
the reasons why he would not furnish that financial statement, and I want to 
say further, Mr. Halley. and I think you will agree with me, that every bit of 
information that you requested as to data concerning his operations in the oil 
business, concerning his income for 1950, concerning all of his income tax returns 
between 1940 and date, were turned over to the committee and furnished to you. 
The only items that were left open was the request by Senator Tobey for a finan- 
cial statement. 

Mr. Costello, in spite of the fact that he might have raised a question, and 
object to the furnishing of that, felt that in justice to him he would forego any 
claim of immunity and give the committee this information. 

That financial statement was to be given 2 weeks after, I think, February 15. 
We were busy preparing that statement. I attempted to get hold of Mr. Halley 
several days before the end of the 2-week period to tell him that we needed much 
more time, that this question of a financial statement was an important ques- 
tion to this witness, but when I heard that this interim report had come down 
I told Mr. Halley it could serve no useful purpose as far as this witness is con- 
cerned and that we would not comply with the request to furnish a financial 
statement. 

Mr. HAttey. And I believe I pointed out to you at that time there was no way I 
could force you to produce such a statement, but that I would of course expect Mr. 
Costello to answer with full particularity all questions concerning his assets 
and liabilities. 

Mr. Wotr. You said that you believed it was your right to question him about 
that. 

I said I have no concern with that. 

Mr. Hatitey. Now, Mr. Costello, have you brought with you a financial state- 
ment showing your net worth today? 

Mr. COSTELLO. No. 

Mr. HALLey. What is your net worth today? 

Mr. CosTetio. I refuse to answer that question, 

Mr. Hatrey. On what ground? 

Senator O’Conor. Why do you refuse to answer? 

Mr. CosTeLLo. I am going to exercise my rights that it might incriminate me. 

Mr. HaAtiey. Mr. Chairman, I believe the witness has fully waived his rights 
by testifying in great detail about his financial status by telling the committee 
he would provide such a financial statement at the last hearing. He was 
represented by able counsel who, as I believe the committee can see, has taken 
advantage of every proper technical point in his favor: and under the circum- 
stances, I ask the committee to require the witness to answer the question. 

Senator O’Conor. Counsel, do you desire to be heard? 

Mr. Worr. I don’t think it really necessary on a question of that sort, but 
if there is any doubt at all in the minds of this committee on that question, 
I desire to be heard. 

Senator O’Conor. Counsel, we will be very glad to hear you. 
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Mr. WoLr. Why, it’s very obvious that the witness has a right to stand on his 
coustitutional right, if he fears that the question might tend to incriminate him, 
to take advantage of that right. 

Now, on the question of waiver: there has been no waiver about that. Mr. 
Costello was asked if he would furnish a financial statement. He intended to 
forego any claim of constitutional privilege. He has changed his mind about 
that. “I think he is justified in changing his mind about that, but that’s something 
that is for him to determine. 

He was asked to furnish a written financial statement, which he had a perfect 
right to refuse and change his mind about. 

Now he is asked to state his net worth, and he takes a position that the 
answer to that question might tend to incriminate him. 

I think it’s obvious that there couldn’t be a waiver, never was a waiver, never 
answered the question, and I will go further. 

Mr. Halley said there was a waiver. Then he said why Mr. Costello fur- 
nished financial information on all other questions asked by him of this com- 
mittee, and, therefore, there is no reason why the refusal to furnish a financial 
statement—why the furnishing of a financial statement wasn’t waived. 

Well, that couldn’t be so. He was asked to furnish, and he did furnish, infor- 
mation as to all of his earnings in the year 1950. He not only did that, he fur- 
nished the committee with a prepared statement in connection with that. 

Iie was asked to furnish the committee with copies of his returns. He turned 
those over to the committee with a summary of those. 

Hie was asked to furnish the committee with details of the alleged, the so-called 
oil investments, which he did. 

Now, none of those questions have to do with financial worth—very obvious. 
While it might be that earnings in the year 1950 might in some small degree affect 
financial worth, while it might be that an investment, oil investments, in some 
small degree might affect financial worth, while it may be that the other informa- 
tion that he disclosed, Senators, affect financial worth, the broad question as to 
what your financial worth is today stands on its own feet. 

Now, this witness has come to the conclusion that he doesn’t care to waive his 
constitutional rights with respect to that. He claims that his assertion of privi- 
lege is made in good faith, and justified, he believes, by the attitude of the com- 
mittee. I can’t find fault with that, Senators. 

Senator Tosey. But, Mr. Wolf, I asked that question at the closing part of the 
hearing that day back there—I think it was February—‘What is your net worth?” 
And I asked for a statement of the assets and liabilities; and you agreed, after 
consultation with the witness, that you would supply it. 

Mr. Wor. That’s right. 

Senator Toney. I had supposed it would be supplied until just now. Then how 
far can the committee proceed on the assurance of counsel in principle here that 
they are going to do a thing, and then have them 2 months later renege upon it? 

Mr. Wo.r. Well, Senator, it’s very obvious if you had known the facts from 
Mr. Halley. 

For days prior to the end of the 2-week period when the financial statement 
was promised I had sought to get hold of Mr. Halley to tell him that we needed 
more time. When the interim report came down—that was just 1 day before the 
end of the 2-week period—I then told Mr. Halley that this witness would not 
supply a financial statement. 

Now, when you speak of counsel reneging, Senator-— 

Senator Tosry (interposing). I join counsel together in principle with that. 

Mr. Woir. I am representing Mr. Costello, who is a witness. Now, Mr, Costello 
has taken a position that to give his net worth today would tend to incriminate 
him. I am bound, as his lawyer, to advise him on that; and I have advised him 
if he believes that the answer to that question might tend to incriminate him, that 
he should refuse to answer the question. 

Senator Tosprey. I can’t follow you at all in your reasoning, only that it is just 
a declamando statement. I don’t think it is backed up by common sense, or by 
ethics, or by legal procedure. 

You made a definite statement to give us those figures, and now I use the word 
“renege” advisedly, but it covers the subject. Now you draw it way from us, 
and we haven't got it. 

These matters you speak about, these income taxes and other things, are ¢ol- 
lateral evidence bearing on the man’s worth. But they are not conclusive of the 
man’s worth. What we wanted is a statement of what he is worth today, assum- 
ing that he keeps books, and knows his assets and liabilities, and can strike a 
balance, and can give it to us. 
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Mr. Wotr. Senator, I presume that when this man was testifying, and testify- 
ing fully, completely, that no report af this committee would be made until he 
had completed his testimony, when this interim report came down. And as I 
was given to understand, prepared before he testified ; as | was given to under- 
stand, and so believed it. 

Senator O’Conor. Mr. Wolf, of course, there is a marked difference between 
what a witness’ rights are and what he may elect to do out of displeasure, or 
otherwise. 

He may, of course, take exception to what the committee, in its wisdom, saw 
fit to do in compliance with the Senate’s requirement that a report be submitted 
on or before February 28. But that displeasure, if such it be, would not of itself 
entitle him to disregard and defy the committee in connection with a legitimate 
line of inquiry. 

Mr. Wo.r. I agree with you wholeheartedly. It isn’t based upon displeasure, 

Senator O'Conor. Does counsel then desire to say on what basis the witness 
declines, what he is fearful of if this question is answered? 

In other words, you have already stated that income-tax returns have been 
supplied, other detailed information has been submitted. The committee, in order 
to evaluate it, conceivably might consider this a very important matter in order 
that it can properly weigh the value of the data already submitted. 

Mr. WoLr. €or what purpose, Senator? 

Senator O’Conor. It may, of course, serve no use to speculate now. 

But a number of purposes. 

Mr. Wor. Can it serve any useful purpose as far as the witness is concerned ? 

Senator O'Conor. It may not, of course, be to his liking, Mr. Wolf, or it may be. 
That, of course, is not the question. 

The question is whether or not it infringes upon his constitutional rights. 

Mr. Wotr. He believes so. 

Senator O’Conor. Well, his mere belief, of course, may or may not be suf- 
ficient. But I was just asking whether you care to indicate why he fears it, so 
that the committee can judge whether or not it is a matter which the committee 
should, in its discretion, advise him that he should answer. 

Mr. WoLrF. Why, the very report, Senator, indicated that most of the individuals 
named in the report were guilty of income-tax evasion. 

As a matter of fact, it criticized the various income-tax bureaus for not more 
rigidly investigating, or thoroughly investigating, prosecuting these individuals. 

Senator O’Conor. And that may be a very good reason why the committee 
wants the information at this time, but not necessarily against the witness, but 
possibly in connection with its inquiry into the proper administration otherwise. 
I say, that is conceivably the case. 

Mr. Wor. But the witness now is on the other side of the table, Senator: and 
it is a question of his rights. There is no question about the fact that it is a 
as far as your interrogation is concerned—it is a perfectly legitimate inquiry. 
I won’t gainsay that. But then, on the other hand, the sole question that this 
witness is concerned with is whether or not the answer to the question is going to 
violate his constitutional rights. 

He believes so. I believe, from the conferences that I have had with him, that 
it will do so. I believe that his claim is made in good faith. And I believe that 
as a matter of law you should recognize that claim. 

Senator O’Conor. Senator Kefauver. 

The CHAIRMAN. Senator O’Conor, may I ask Mr. Wolf, or the witness, if they 
feel there is something about Mr. Costello's income, or about his net worth, which 
he honestly feels that if he gave this answer, might incriminate him of a Federal 
offense ? 

Mr. Wotrr. I think the witness’ answer is clear, definite: doesn’t call for 
further query about that. 

The question was, Senator, “What is your net worth?’ The man declines to 
answer on the ground that it might tend to incriminate. 

Now, if you don’t sustain the privilege that is asserted under circumstances like 
that, then there is no such thing as the constitutional privilege. 

Mr. Hatrey. Mr. Chairman, may I now be heard? 

Senator O’Conor. Yes, Mr. Halley. 

Mr. Hatiey. I desire only to read on the record, at pages 6008 and 6009. There 
is a statement made by counsel as follows: “Before I go ahead, I have been re- 
minded i 

Mr. Wor. What page is that, 6008? 

Mr. HAttey. 6008, the last question on the page, and then it runs to 6009. 

Counsel stated: “Before I go ahead——” 
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Mr. Worr. I am sorry. I can’t find it. 

Senator O’Conor. All right; just get the identical page. 

Mr. Wo tr. I have a copy here. 

Mr. HALLEY. It is the last question on the page. 

Mr. WoLrFr. On 6008? 

Mr. HALLey. Yes. 

Mr. Wor. Oh, I have it. Go ahead. It is a statement. 

Mr. Hatiey. Have you got it now? 

Mr. Wor. Yes. 

Mr. HA.Liey (reading): 

“Before I go ahead, I have been reminded that you were to bring in a state- 
ment of Mr. Costello’s total worth, Mr. Wolf. Do you have that with you, Mr. 
Costello? 

“Mr. CosTeLLo. No, sir; I have not, and I am not prepared to give it to you at 
present. If you want it, I will give it to you, but I want at least 2 weeks’ time. 
I want to get an accountant and give it to you in full detail, give you an accurate 
statement. 

“Mr. HaLiey. I certainly have no objection to that, Mr. Chairman. 

“The CHAIRMAN. All right. Can you do that within 2 weeks’ time? 

“Mr. CosTe.xo. I believe I can. 

“Mr. HALLEY. Would you stipulate that such a statement would be presented to 
counsel here at the Federal courthouse in the absence of the committee? 

“Mr. WoLr. With the understanding that it will be regarded as testimony of 
Mr. Costello, with the same force and effect, so that he will have the protection 
of congressional immunity statute in connection with it. 

“The CHAIRMAN. That is right. 

“Mr. Wor. Or any other immunity statute that may be in existence.” 

Mr. Chairman, that sounds to me like a waiver. 

Mr. Wor. How could that be a waiver? It is a statement of counsel that you 
are willing to have his client—and the client was willing—to waive privilege and 
produce such a statement, under circumstances whereby he believed that if he 
would testify fully, he was achieving something for himself. 

The witness now realizes that was an impossible situation. The witness real- 
ized and believed that it would be a futile thing for him to furnish that statement 
and waive whatever privileges, constitutional privileges, he had in connection 
with it. 

With that feeling in mind—as a matter of fact, these very questions that Mr. 
Halley read, and the answers, indicate the presence of the need for immunity, 
that they were willing to forego it. Now the witness won't forego it. 

Mr. Hatiey. The immunity we were talking about was the immunity statute, 
so that the testimony you stipulated—it is not a statement, it is a stipulation— 
could not be used against him in any other proceeding. That is the immunity 
statute. That is the clear purport of your words. 

Mr. Wor. I think my position was made very clear, and in my interview with 
Mr. Halley, when he disclosed the fact that the interim report was filed, and I 
think the witness’ claim of immunity is as clear as a bell, and if it is not recog- 
nized, then it is because of the fact that there is no such thing as constitutional 
immunity. 

Mr. Hatviey. I have no further arguments. I have a stipulation here from 
counsel in which he invoked the protection of the constitutional immunity stat- 
ute, which says that when a witness testifies, his testimony may not be used in a 
subsequent case against him. 

Senator O’Conor. The hour having arrived when we said a recess would be 
taken, we will now take a recess and consider the matter and be prepared to rule 
on it when we resume at 2 o’clock. 

(Thereupon, at 12: 30 p. m., a recess was taken until 2 p. m.) 


AFTERNOON SESSION 


(Thereupon, at the expiration of the recess, the committee reconvened at 2 
p. m.) 

Senator O’Conor. The hearing will be resumed. 

I would like to ask the audience to continue to cooperate so splendidly as you 
have, so that we may have quiet when we resume. 

Mr. Wolf, your client, the present witness, we are anxious to ask if there is 
anything further you are desirous of asking, or anything in regard to the 
pending question? 

Mr. WOLF. No, sir. 
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Senator O’Conor. Well, the committee is of the opinion, may I say, that it 
would serve no useful purpose to go into lengthy discussion on it, because in dis- 
cussing what might be the relevancy of the question, we can imagine a number 
of things that it would bear upon directly; and the mere mention of them 
might be prejudicial, possibly, to the interests of the witness, to discuss thei. 

But we feel that the question of our counsel is a proper one, and that for 
several reasons the witness ought to be required to answer the question. 

That being the unanimous opinion of the committee, we feel impelled to re- 
quire the witness to answer the question that has been propounded to him 
by counsel. 

Mr. Wor. Let me say this, Senator: I assume that you are an attorney? 

Senator O’CoNor. Yes. 

Mr. Worr. And I assume that Senator Kefauver is an attorney? 

The CHAIRMAN. I used to be considered one. 

Mr. WoLFr. Now, you will admit, both of you gentlemen—I don’t intend any dis- 
respect to Senator Tobey. It may be a compliment to you that I didn’t address 
the question to you. I hope you don’t feel that it is any—— 

Senator Topey. I am not a lawyer. 

Mr. Wor. You will realize that the question that is raised, the legal ques- 
tions that are raised by the particular question that is addressed to the witness, 
is a rather involved one from the standpoint of law, and presents a great many 
legal problems that aren’t as simple as the ordinary questions that you had, on 
which there has been a controversy. 

Now, it seems to me that in view of what has transpired in this case, that 
in view of the fact that this witness has subjected himself to examination for 
8 hours, in view of the position that we have taken, whether rightly or wrongly, 
but I assure you in good faith, that I should be given an opportunity to per- 
suade you that you are wrong in your determination in this case; that I be 
given an opportunity to present to you a memorandum of law, and argue it be- 
fore you, and attempt to persuade you that, as I feel about this, that you are 
compelling this witness to answer the question as an invasion of his constitutional 
right. 

I remember Senator O’Conor, only yesterday afternoon, while a witness was 
on this stand, you evidenced great concern about the fact that your committee 
wanted to be fair, and wanted to reach a fair determination, wanted to give 
every witness an opportunity to see to it that your determination was fair, and 
that no injustice was done to this witness. You said that there would be 
plenty of time for the witness to avail himself of the opportunity. 

Now I ask you for a reasonable length of time to brief this question, and for 
the opportunity of going before you gentlemen and arguing it before you. 

And I may say, Senator, that after argument of this question before me, if 
you will persuade me as a lawyer that you are right about it, I am perfectly 
willing to so advise my client. 

Senator O’Conor. Mr. Wolf, the committee has no doubt as to the soundness 
of its position in this particular matter. It must be remembered that he is asked 
one question, and we are only ruling upon one question at a time. 

Mr. Wotr. That is a big question. 

Senator O’Conor. It may be far reaching in one respect, but whereas you say 
that there might be involved in it a number of legal questions, the witness has a 
perfect right with the very well qualified attorney that he has, and I say it seri- 
ously, that he is well represented today—he, of course, Can, in any answer that 
he makes, no matter how extended it might be, avail himself of your good udvice 
as to any questions that may be involved in the statement that he would make 
if he answered the question. 

But we are confronted, of course, with one question, and one question alone, 
and we do not feel that there is any indication that it would violate any of his 
constitutional rights to be required to answer it. 

I see no purpose in having a running debate with counsel. We at the same 
time would be very pleased to have from counsel a memorandum, because we are 
most anxious to avoid any error or anything that would infringe upon the rights 
of any individual who comes before the committee. 

Mr. Wor. And may I ask that the question be postponed till Monday, when 
I understand you are in session, during which time I will come here prepared 
with a legal memorandum and argue the question? 

Senator O’Conor. Well, Mr. Wolf, that unfortunately will not be possible, I 
am advised—and we have consulted about that particular phase of the matter— 
because this inquiry must proceed and there is a limited time in which all of 
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the work, not only, of course, the interrogation of this witness, but the comple- 
tion of all the examinations plus the additional testimony that is going to be taken 
elsewhere and the completion of the report and recommendation to the Senate 
which we are under obligations to have completed before March the 31st. 

Mr. Wotr. The only reason I am asking for this adjournment is to show you 
the good faith of the witness. Now, may I put a question to the witness? 

Senator O’Conor. Yes, indeed. 

Mr. Wo tr. It may save a lot of argument. 

Do you in good faith, Mr. Costello, and in good conscience believe and fear 
that the answer to the question put to you might tend to incriminate you? 

Mr. CosTELLo. Yes, sir. 

Mr. WotLr. Now, it is for the purpose of establishing to you and convincing 
you of the good faith of this witness; that is one of the reasons why I want 
this adjournment ; the other is to prepare a memorandum of law, because I feel 
so right on that question that I am sure that you gentlemen, with an open mind, 
will give me the opportunity to persuade you otherwise, if I am right. 

Senator O’Conor. Well, Mr. Wolf, we have absolutely no thought in our minds 
that you are taking any position other than that which you conscientiously believe 
to be in the best interests of your client, and we commend you for it and believe 
that you not only have the privilege, but the absolute right and duty to do it, 
and therefore there is nothing we can say and do which casts any reflection on 
your judgment or conduct here which is of any reproach. Of course, we would 
have anticipated that you would have come prepared for it, because this whole 
line of inquiry is not a novel one, to say the least. As a matter of fact, the 
previous questions put to the witness in the past have indicated the line of 
interrogation to be pursued. So that we do know that, well qualified as you are, 
you must have given thought to it. In other words, you are not taken by 
surprise—— 

Mr. Wotr. I am shocked, Mr. Senator. 

Senator O’Conor. You certainly would have reason to believe that this general 
subject matter would have been touched on, particularly in light of the fact 
that it was covered in many respects previously. 

Mr. Wo tr. I would never believe, Senator, that the claim of constitutional 
immunity to a question of that character would ever be questioned anywhere. 

Now, may I ask this—I don’t want to delay much further—may I ask whether 
or not you are basing your decision or your determination to press that question 
upon the fact that there has been a waiver by this witness? 

Senator O’Conor. That is one of the questions involved ; yes. 

Mr. Wotr. That, Senator, you will agree with me, is one of the most complex 
questions in all constitutional law, and it seems to me that as attorneys of long 
experience, you can understand how carefully that question has to be discussed, 
analyzed, and determined. 

Senator O’Conor. Well, we feel, Mr. Wolf, that we have just as much obliga- 
tion to protect the interests of the witness when he is here under compulsory 
process as we have to any other citizen of the United States. At the same time, 
of course, we have a duly to fulfill the assignment given us by the United States 
Senate; and under those circumstances, and for reasons which need not be 
elaborated on—because, as I said before, they might very well disclose a number 
of things which others might read into it, that we have prejudged the matter— 
which we haven’t; we have an open mind. We have no idea what the witness 
would say if he answered the question. So that there is no prejudgment on any 
of this, I assure you. 

Mr. Wor. Don’t you think, Senator, that there are any other matters that 
might be involved or that might be inferred, that might be mentioned withont 
prejudicing this witness—that that, of itself, is sufficient to show that the ques- 
tion would create a feeling of incrimination by the witness? 

Senator Torry. Mr. Counsel, or Mr. Witness—either one, preferably the wit- 
ness—not being a lawyer, I cannot argue the legal aspect of the case, but we came 
down as a committee, I as one of the members of the committee, want to ask this: 
Here is the witness before us. We havea picture to decide. We ask a statement 
of his financial position, his net worth. I don’t think there is any court in the 
land which wonld ask that question and would not get an answer. 

Now, I would like to ask you how, under heaven’s name, a statement by you 
saying that it was $250,000, or whatever it is, would incriminate you. 
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Mr. Wo Fr. Senator, I must interject an objection, because, and Senator O’Conor 
knows, the very answer to that question would destroy the very protection which 
the witness is seeking to get. 

Isn’t that so, Senator? 

Senator O’Conor. Well, he is, of course, seeking to get it. 

Mr. Worr. That is what I say. But if he were to answer that question, he would 
be answering the first question. 

Do you get what I mean, Senator? 

Senator O’CoNnor. It is possible. 

Senator Torey. Possibly I am dumb. 

Mr. WoLr. No, no. 

Senator Topey. All we are asking to know is the man’s worth and his assets 
and liabilities. He has refused to answer because it might incriminate him. 

Now, I wonder how it would incriminate him. Give me a hypothetical case. 

Mr. Wotr. I will sit down with you, alone, Senator, and diseuss this thing 
with you as man to man and try to show you, without prejudice to my client, 
without prejudice to your position, and we will try to show you how. 

Senator Tobey. You don't want to answer it now in open hearing? 

Mr. Wotr. I cannot. My client now is claiming his privilege, Senator. 

Now you want to know on what ground he bases his privilege? 

Senator Torry. How he feels—and you feel—this would affect his guilt or 
innocence, or incriminate him, just by giving us a statement of what he is worth 
and what his liabilities and assets are? 

Mr. Wotr. I am afraid, Senator, to go into a long-winded explanation of that, 
which is what would be required by your question, would be in effect to answer 
the very question on which he claims his right. 

Senator Tosry. Now, following through the sequence, after Tobey asked that 
question last February, and you and the witness agreed to do it, and you asked 
for 2 weeks’ time, which was granted—— 

Mr. Wotr. That’s right. 

Senator Tosey. And you took that time to bring it before us, and we expected 
in good faith you would have it before the 2 weeks, it was not forthcoming. 

We now find you are covering up behind the bush or behind the tree. You 
are now saying since we issued the report, you are not going to give us the 
statement. 

Mr. Wor. That was more than a bush, Senator. It is maybe a tree. 

Senator Tosey. Maybe so; that is a matter of opinion. 

Mr. Wor. That was more than a bush. To me, that was a good reason to let 
the defendant—you compel me to call him a defendant. 

Senator Tospey. Let me tell you something. We are all defendants before the 
bar of public opinion, and remember that. 

Mr. Wotr. To let this witness realize that the answer to the question might 
tend to incriminate him. 

Now, when the question was first asked him, he was cognizant of the fact 
that the answer might tend to incriminate him. He was willing to take his 
chances then. He will not take his chances now, Senator. 

Senator O’Conor. Now, Mr. Wolf, we are not going to prolong the discussion. 
The committee, as I said before, will welcome from you and give deserved atten- 
tion to any brief you might file within the next few days. 

Mr. Wo tr. I will be glad to. 

Senator O’Conor. And, of course, whatever the committe does—which it doesn’t 
know what it will do until the attitude of the witness is indicated—will have 
to be passed on by the whole committee, and before this time, of course, your 
brief would be in hand and given serious consideration. 

Now, the question has been asked, and the committee feels it must direct the 
witness to answer it. 

Will you again give the question to the witness? 

Mr. Hatiey. The question was, Mr. Costello: What is your net worth? 

Mr. CosTe.Lo. I refuse to answer. It might tend to incriminate me. 

Senator O’Conor. The committee directs that you do answer. And are we to 
understand—— 

Mr. Wo tr (interposing). I understand that a direction is made and a refusal 
is made by the witness—I suppose so. 

Is that not so, Mr. Costello? 

Mr. CosTeLio. Yes. 

Senator O’Conor. All right ; next question. 
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New York, N. Y., Thursday, March 15, 1951. 
REPORTERS’ TRANSCRIPT 


The committee met, pursuant to recess, at 9:30 a. m.,“in room 318, United 
States Courthouse, Foley Square, New York City, N. Y., Setiator Estes Kefauver 
(chairman). 

Present: Senators Kefauver (chairman) and Tobey. 

Also present: Rudolph Halley, chief counsel; James Walsh, Alfred Klein, 
Joseph Nellis, David Shivitz, Reuben Lazarus, Louis Yavner, and Arnold L. 
Fein, counsel. 

t * * * * 7 * 

The CriarirMAN. The committee will come to order. 

Who is our next witness, Mr. Halley? 

Mr. Hatiey. Frank Costello. 

The CHAIRMAN. All right, Mr. Costello, come around. 


TESTIMONY OF FRANK CoSTELLO—Resumed 


Mr. Halley. Mr. Costello—— 

Mr. Wor. May I make a statement, Senators? 

The CHAIRMAN, All right, Mr. Wolf. 

Mr. Worr. Mr. Costello testified at a closed hearing for 2 hours on February 
13, 1951, and for 6 hours on February 15, 1951. The witness started to testify 
at open hearings in room 2803 in this building on March 13, 1951. 

Before he started to testify, objections were made to broadcasting the pro- 
ceedings by television, on the ground that he did not care to submit himself 
as a spectacle, that he would be deprived of proper advice of counsel—— 

The CHAIRMAN. Mr. Wolf. 

Mr. Worr. May I make this statement, Senator? 

The CHAIRMAN. Perhaps I can save you some time. 

Mr. Wo tr. No, sir; this is in the nature of an objection. 

The CHAIRMAN, Very well. 

Mr. Wotr. That he would be deprived of advice of counsel at appropriate times, 
and would be rendered absolutely helpless under the circumstances. 

Objection was made to the broadcasting by radio, on the ground that it would 
prevent the necessary privacy between counsel and witness. 

The committee consented that the witness would not be televised, but that 
the proceedings would be otherwise televised, and that they desired the pro- 
ceedings to be broadcast by radio, and assured counsel that the witness would 
be afforded every opportunity to have privacy of conference without its being 
audible to anyone. 

The witness, through counsel, then consented to broadcast by radio. 

It might be said, in passing, that Senator O’Conor, the acting chairman of 
the committee during the entire period when this witness testified, scrupulously 
sought to safeguard the privacy between counsel and witness and on frequent 
occasions cautioned counsel that the voices of witness and counsel were audible 
through the microphone. j 

The proceedings were both televised and broadcast by radio. 

As far as the witness was concerned, they did not televise his face, but did 
televise the hands and the movement of the hands, 

Now, the witness testified from 10 a. m. on March 13 to 5:30 p. m. On 
March 14 the proceedings were moved to a larger room, this room, 318 of the 
building, where the witness testified from 10 a. m. to 1 p. m. 

During the entire proceeding of the witness powerful, blinding kleig lights 
were focused on the witness and counsel. During all of this time numerous 
cameras were audibly grinding, hordes of photographers were constantly roving 
about the room, standing on chairs and other elevated portions of the room—as 
they are just at this moment—placing themselves directly in front of the 
witness—as they are at this moment—dashing about the room, brushing by the 
witness, taking close-up pictures by flashlights at various angles; numerous 
reporters crowded into the room in such close proximity to the witness that they 
actually frequently brushed against him; the room was intensely hot, and with- 
out proper ventilation. 

In spite of Senator O’Conor’s cautions, it was impossible for witness and 
counsel to properly confer. 

The noise, the confusion—— 
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The CHAIRMAN. Mr. Wolf, are you referring to the other room before we came 
down here? 

Mr. Wo.r. Both rooms. 

The CHAIRMAN. All right. 

Mr. Wotr. The blinding lights, the heat, and the incessant interruptions made 
it impossible for this witness to properly concentrate on the questions. 

Under normal circumstances, his position would have been an extremely trying 
one. But with these intolerable conditions it became an impossible one. 

In the first place, as this committee has been informed, and is quite evident 
from the voice and the appearance of the witness, he was suffering from a severe 
case of throat inflammation and laryngitis. This committee was informed of 
his condition, 

No formal request for an adjournment was made on that ground because, as 
counsel pointed out, such a request coming from this witness would have been 
misconstrued as an attempt to avoid questioning. 

Secause of his illness the witness was at a decided disadvantage, suffered pain 
in his throat when he talked, and had difficulty in speaking. 

With the added intolerable conditions that existed, and within a short time 
after he started to testify, it became apparent that the witness was unable to 
testify properly ; that the witness could not properly concentrate on the subject 
matter of the questioning; that he was bereft of his power of recollection; and 
that as a result his answers were incoherent, unintelligible, and at times incon- 
sistent and seemingly contradictory. 

It must be remembered what the general position of this witness is. It must 
be remembered that before he started to testify he was labeled by this committee 
as an arch criminal. It must be remembered that, according to newspaper 
reports, certain members of this committee expressed themselves as desiring to 
see this witness prosecuted, if necessary, by perjury charges. 

Now, this witness is informed that at the close of the session of March 14 
statements were made by members of this committee and counsel to the effect 
that the witness had committed perjury. In fact, the witness has every right to 
assume from the reports of this proceeding that members Of this committee have 
not only prejudged him but, according to statements of counsel, prejudged and 
have already discussed his sentence. 

At times during the proceeding, the witness has been referred to as a defend- 
ant, and he was threatened with contempt, perjury charges, and with deportation. 

There is no doubt in the mind of the witness that he is here not as a witness, 
but as a defendant. 

Now he has reached the end, and the limit of physical and mental endurance. 
He cannot go on. He desires to defend himself, and wants the opportunity to 
do so. 

He asks that this examination be postponed to such time when he is physically 
and mentally able to continue, and in surroundings and under circumstances 
where he can testify properly and defend himself. 

The CHATRMAN. Mr. Wolf 

Mr. HALLEY. May I be heard in connection with this application? 

The CHAIRMAN, All right, Mr. Halley. 

Mr. Hatiey. Mr. Chairman, the witness did testify before this committee in 
its executive session on two separate occasions. On those occasions, in the opin- 
ion of the committee’s counsel, the witness did not testify truthfully as to many 
matters, and counsel carefully refrained from answering the witness’ counsel 
when the witness’ counsel asked if I thought he had answered truthfully. 

The examination of the witness at the opening hearing started with an attack 
on the committee by the witness’ counsel, a common tactic of the criminal courts 
to distract attention away from the subject matter at hand. The witness’ coun- 
sel, in effect, put the witness’ veracity in issue, and up to this point the examina- 
tion has been directed primarily, not exclusively, but primarily, to the question 
of the witness’ veracity. 

It is obivous that such an examination would bring out the question of 
whether or not the witness has testified truthfully. 

At the end of yesterday’s session, your counsel stated and advised the com- 
mittee that in his opinion the record was replete with statements which were 
untrue. I also stated that a study would have to be made as to whether those 
statements amounted to the offense of perjury. There are certain technical re- 
quirements; a Man may make an untrue statement, even under oath, and still 
not be guilty of perjury unless that statement is material and unless at the time 
he makes it he knows it to be untrue. 
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Now, Mr. Chairman, I believe the witness must continue to testify, must 
answer questions on the four subjects which were stated as the subjects upon 
which the committee wanted detailed information at the end of the last session. 
They were: His activities; his legitimate business and his illegitimate business ; 
his assets, and his net assets; his criminal associates, the people wth whom he 
has associated before coming in front of this committee to testify; and finally, 
his political connections, which are perhaps the most important subject matter 
before this committee. 

The committee expires on March 31. I believe that unless this witness con- 
tinues, dilatory tactics will make it impossible for this committee to continue 
to do its job properly, hear these witnesses, including this one, and then make its 
final report to the Senate. 

Therefore, I ask that the witness be instructed slowly, as carefully as possible, 
to answer questions with all due regard for his health, that, if necessary, he be 
examined by a physician, but that the examination continue, the examination of 
this witness, particularly with regard to his political connections, as well as the 
more vital aspects of this committe’s investigation, and it is impossible properly 
to examine this witness as to his political connections before covering the other 
subjects mentioned. 

Mr. Wor. Mr. Chairman, may I just make this remark? 

The CHAIRMAN. All right, Mr. Wolf. 

Mr. Worr. That with respect to reflection upon me personally, on all occasions 
in our—— 

The CHAIRMAN. I didn’t understand, Mr. Wolf, with respect to reflection 

Mr. Worr. Any reflection upon me as an attorney for properly advising and 
defending my client and his rights. It is the first time such a suggestion has 
ever been made by anybody connected with your committee. I always believed 
in the private conversations that I had with you, each member of your com- 
mittee—you, Senator Kefauver, you, Senator Tobey, and Senator O’Conor—that, 
as far as I personally was concerned, you believe that I had acted conscientiously 
and to the best interests of my client as I saw it. 

As a matter of fact, the record is replete with instances where you have com- 
mended me for being conscientious in what I believed to be my efforts to safe- 
guard the interests of my client. 

Only yesterday, Senator O’Conor said, “We have absolutely no thought in our 
minds that you are taking any position other than that which you conscientiously 
believe to be in the best interests of your client, and we commend you for it 
and believe that you not only have the privilege but have the absolute right 
and duty to do it, and there is nothing we can say and do which casts any 
reflection on your judgment and conduct here, which is of any reproach.” 

Now, I don’t believe that is the issue here. I am not attempting to divert 
the issue. It is Mr. Halley that is trying to divert the issue by casting asper- 
sions upon me as an attorney. The only issue is one of whether or not this 
witness has a right to an adjournment, a reasonable adjournment, so that 
he can be in a physical and mental condition to continue this examination. 
There is no thought in the witness’ mind of avoiding this examination, and 
never was. I think you will all agree with me on that, that there was com- 
plete cooperation by the witness in responding to subpenas and arranging for the 
service of subpenas. 

We have never got one minute’s adjournment or asked for it. We have come 
here on the days that you asked us to be here. We have deferred to your con- 
venience and not ours. And, as a matter of fact, when I apprised you of the ill- 
ness of Mr. Costello and told you that it would be embarrassing to make that 
public and I didn’t want to make an application for adjournment on that ground, 
you yourself said, Mr. Halley, that you realized the position we were in and you 
yourself would cooperate with us from time to time and defer to the condition 
of this witness. 

Now, never once during all these hours of testimony have we asked for an 
adjournment. 

Mr. Hatitrey. Mr. Wolf, with that in mind we did yesterday, at 2 o'clock, turn 
to other witnesses, and with that in mind we did today schedule other witnesses 
for this morning. But I must say that I think that the time taken by simply 
delaying tactics in the last 2 days would have been sufficient to complete the 
examination of Mr. Costello had we gone about it in a businesslike fashion with- 
out delaying tactics, which may be within the province of a defense counsel but 
nonetheless must be so characterized, if I am to be frank. 

Mr. Wor. May I ask you what delay in tactics you refer to? We have been 
here when you wanted us here. 
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The CHAIRMAN. Mr. Wolf, there is no purpose to be served by continuing this 
time-consuming colloquy between you and Mr. Halley. You have, and we want 
to give any person brought here and his attorney full time to be heard; and I 
think you will agree that the committee has been very patient in hearing you 
at considerable length about various and sundry matters, 

Ordinarily, aS you know, some committees—I have seen some congressional 
committees—do not even allow attorneys to be there to represent witnesses. 
Some require that attorneys file written statements of any questions they want 
asked, or file written statements of any points they want raised. But we have 
operated on the basis of inviting and welcoming any person called to have their 
attorney and to give them all the time they want. 

I do think that we would have been very much further along with the investi- 
gation and with Mr. Costello’s testimony if so much time had not been taken 
up perhaps by the attorneys. You have taken up a great deal of time, Mr. Wolf. 
I don’t criticize you for it. That is what you felt you should do in the interest 
of your client, and that is quite all right with the committee. 

Now, I do hope, though, that we can get on and have a minimum amount of 
argument between lawyers in connection with Mr. Costello’s testimony. 

I do want to make these matters of observation: I agree with you that in 
the other room that we were in conditions were very bad and it was quite un- 
comfortable for everybody. That was the only hearing room we could get at 
the time. We finally had arrangements, through the courtesy of Judge Goddard 
and Judge Knox, to get this room, where the conditions are very much better. 

You asked that Mr. Costello not be televised. The committee made a sub- 
Stantial concession in that regard, because you may have noticed by the press 
that the committee cited Mr. Carroll for contempt because he refused to testify 
before television. The committee decided, though, that as a matter of policy, 
if the lights were obtrusive, and if some witness was not feeling well, or some 
reason of that sort, we would not abide by the decision we had in Carroll's case. 
We felt that way because of the presentment that you made, the representations 
that you made about Mr. Costello’s physical condition, together with the fact 
that the lights here are not quite as satisfactory in the way of being indirectly 
lighted as they were in St. Louis, at which time Mr. Carroll was called. So 
Senator O’Conor, with the concurrence of Senator Tobey and myself, directed 
that Mr. Carroll not be televised. 

The next morning it came to our attention that they had televised his hands. 
We felt that if you had any objection to that, you would have raised it, and the 
committee would have instructed the gentlemen who were operating the television 
cameras not to televise any part of him whatsoever. But you said nothing about 
it. If you object to that now, we will instruct the cameramen to not televise Mr. 
Costello's hands or any part of him. 

Mr. Wor. No, sir. My request, Senator Kefauver, is a general one for 
adjournment. 

The CHAIRMAN. All right. 

Mr. Wotr. And I say that with the greatest respect for each member of this 
committee and for Mr. Halley personally. 

Mr. HALLEY. Mr. Wolf, may I ask a question? 

Mr. Wotr. But I am making that objection as the attorney for this witness, 
who has informed me that he cannot go on and wants an adjournment. 

Mr. HALLEY. May I ask you one question, Mr. Wolf? 

Mr. Woir. Now I am trying to perform a duty. 

The CHAIRMAN. Well, Mr. Wolf—All right, Mr. Halley. 

Mr. Hatiey. Mr. Wolf, in the course of your long statement you haven’t made 
it clear how much of an adjournment you want. Would you make a specific 
request, so that the committee can have something before it to act on? 

Mr. WoLr. Yes. We want an adjournment until such time as Mr. Costello is 
well, and we want the adjournment until he is well, until he is fully recovered 
and in a position to be able to testify satisfactorily. It may be a matter of 
several weeks. 

We want an adjournment, and at the same time we want an adjournment to a 
place where the examination can be conducted so as to give this—and I am ealling 
him a defendant; I am falling in the same error as you gentlemen did at the 
very start of this examination—so I want it adjourned to a place where these 
proceedings can be conducted with dignity, where they can be conducted so that 
the witness is in a position to concentrate on the questions that are asked and try 
to give the committee the full benefit of bis information. 
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The CHAIRMAN. Mr. Wolf, in the opinion of the present chairman, Mr. Cos- 
tello was not excited when he testified. He had plenty of time to answer the 
questions. He had his memory refreshed from time to time. 

I can’t see all of the conditions that you talked about. Of course, if the com- 
mittee should have to delay its hearing of Mr. Costello for 2 or 3 weeks, until he 
feels better—if he does feel bad—we would be expired by that time. 

Mr. Wo tr. Mr. Costello may expire, if you don’t grant it. 

The CHATRMAN. The same would be true of our other witnesses. 

Your motion is overruled. The adjournment will not be allowed. 

Now, you talk about the observations of the committee. You yourself said 
that in at least one answer, that you did not think Mr. Costello’s answer was 
forthright, and you consulted with him. 

Now, in your consultations, if you move the microphones, and you put your 
hands over them, I don’t think anything will be audible. 

If you want the lights turned off for Mr. Costello, they will be turned off, and 
turned on somewhere else. 

However, we have taken up too much time in talking back and forth, and the 
chairman is guilty as of now also. 

Senator Tobey has some observations. 

Senator Tosry. I shall be very brief. If it is in order, I want to apply the 
words of Farragut of Mobile Pay, “Damn the torpedoes, Go ahead.” 

The CHAIRMAN. Well, of course, the remarks of lawyers are not quite as 
devastating as torpedoes, but I do think it would be a very good idea to go ahead. 

Do you want the lights turned olf? 

Mr. Wotr. No; I think in view of the torpedoing about to be released, I think 
we should have the protection against the assault, and the only protection we 
can have is by having these proceedings conducted under proper circumstances, 
Senator Kefauver. 

Now, I have made my position as clear as I know how. I have stated the 
position. I don’t care to state anything further about it. 

The CHAIRMAN. All right. If the lights bother Mr. Costello, I hope you will 
say so, and we will turn them off him. And if he does not want to have his 
hands televised—well, I will leave that to you, sir. 

Mr. CosTeELLo. Senator, they do bother me. I am in no condition to testify. 

You heard my statement through Mr. Wolf, and I stand by it, and under no 
condition will I testify from here in, until I am well enough. 

The CHAIRMAN. You refuse to testify further? 

Mr. CosteLtLo. Absolutely. 

The CHAIRMAN. You ask questions, Mr. Halley, and we will see. 

Now, just a moment, just a moment. Let us not have the television now on 
any part of Mr. Costello. That was, I think, what Senator O’Conor directed the 
other day. Let it be on anything else but Mr. Costello. 

Ask questions, Mr. Halley. We will see. 

Mr. Hatiey. Before I start, I think I should say, Mr. Chairman, that for a 
sick man, Mr. Costello is a very astute witness, in my opinion, for the last 2 
days, and a very difficult witness to cross-examine. 

Mr. Costello, did you hear or read 
The CHAIRMAN. Let me ask now, Is it possible for the lights on Mr. Costello, 
; it possible to have that changed; or how long would it take? 

That’s better now. 

Mr. Costretto. Mr. Halley, am I a defendant in this courtroom? 

Mr. HAtiey. No. 

Mr. Cosretto. Am I under arrest? 

Mr. Hattery. No. 

Mr. CostTetLo. Then I am walking out. 

Mr. Hattry. You are under subpena, 

The CHAIRMAN. Just a moment, Mr. Costello. We have made it clear all 
the way around, at all times, that this is not a grand jury, it is not a court; we 
have no powers of the court to punish anybody, except for contempt of the 
committee. This is an investigation, and you are a very important witness 
in our investigation. 

If we can get on with the questions and answers, we ought to get through 
pretty soon. 

Mr. Cosret1o. But, Mr. Senator, I want to think of my health first. I am 
only here as a witness, and I want to protect myself. 

When I testify, I want to testify truthfully, and my mind don’t function. 

The CHAIRMAN. Your mind seems to be functioning pretty well. You seem 
to be able to understand things pretty well, Mr. Costello. 
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Mr. Hatiey. May I go ahead and ask questions, Mr. Chairman? 

The CHAIRMAN. All right. Proceed, Mr. Halley. 

Mr. Hatiey. Mr. Costello, did you hear the testimony of Mr. Francis McLaugh- 
lin yesterday ? 

Mr. Wor. The defendant——- 

Mr. CostreL_Lo. Mr. Halley, with all due respect to the Senator, I have 
awful lot of respect for him, I am not going to answer another question. 

You just said [ am not-under arrest, and I am going to walk out. 

Mr. HaAtiey. I should explain to you exactly what the legal situation is: 

You are under subpena and if, as I assume, the chairman instructs you to 
remain and answer questions, you will thereby become guilty of contempt of this 
Senate committee. 

In addition, this committee has the legal right to recommend to the United 
States Senate that a warrant of arrest be issued for you. It 
because you are here. 

I am not saying it will doit. But I want you to understand, if 
templating walking out, as you have just put it, or any 
committee is not powerless. 

The United States Senate has the power to order you 
physically before the committee to testify. 

Now, if you are ill, produce a doctor’s certificate, produce 
doctor. If vou are not ill, testify. 

Mr. Worr. I am submitting a certificate of a doctor who 
Costello this morning, while Mr. Costello was in bed. 

I advised Mr. Costello, notwithstanding, to come here 

Mr. HALutey. This, Mr. Chairman, is a certificate of Dr. Vincent J. Panettiere, 
M. I?., dated March 15,1951. It says: 

Mr. Frank Costello of 115 Central Park W., is confined at home in bed. He is 
suffering from acute laryngotracheitis. He should remain in bed 
complete voice rest for several days. 

Respectfully submitted. 
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VINCENT PANETTIERE. 

First of all, Mr. Wolf, have vou consulted this doctor yourself? 

Mr. Wotr. No. I did speak to a doctor on the telephone the other day. I 
think I spoke to you about it; Dr. Quick. 

Mr. Hatiey. This certificate doesn’t say, for one thing, Mr. Costello 
need several weeks: so when I asked you about how 
wanted, you said “Several weeks.” 

Mr. Wor. I do say several weeks. The fact that he may remain in bed for 
several days, and I think he needs several weeks. 

Mr. HaLLey. Secondly—— 

Mr. Worr. Or I would take a week. 

Mr. HAL.ey. Secondly, the certificate doesn’t say that Mr. Costello is in danger 
of any pertinent impairment of his health. It dosn’t state whether he has any 
temperature. It simply says he should remain in bed and have complete voice 
rest for several days. 

I think I could get several doctors to certify to that about myself at 
point. 

Mr. Chairman, I submit that this is not a satisfactory certificate. 

The CHAIRMAN. This doesn’t say, Mr. Wolf, that it will be dangerous or in- 
jurious to Mr. Costello’s health for him to testify. Is it just a sore throat; is 
that his difficulty? 

Mr. Wo tr. I don’t know. 

The CHAIRMAN. He seems to be able to talk very well. 

Senator Torry. I think it is his gall bladder. 

Mr. Wor. Senator Tobey’s knowledge of Latin probably would help us know 
what those terms are. I don’t know. 

The CHAIRMAN. Well, you are here, Mr. Costello, and apparently you have no 
fever, your voice can be heard, at least to some extent. Suppose we go on for 
uwhile and see how we get along this afternoon, 

Mr. Wo tr. I object, Senator Kefauver. to further questioning of this witness. 

The CHAIRMAN. I know you object, but this certificate is not enough, Mr. Wolf. 

Mr. Wo tr. Regardless of the certificate, I have stated grounds on which my 
application is made. It is not only confined to that; that is only a part of it. 

The CHAIRMAN. Very well. If Mr. Costello wants to risk his chances with 
this committee and with the Senate, he can do so. 
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Mr. Worr. All right. 

(Mr. Costello and Mr. Wolf started to leave.) 

The CHAIRMAN. Just a minute, Mr. Wolf, just a minute Mr. Costello. Just a 
minute. Sit down just a minute. 

Mr. HAuLey. Please, may we have some order? 

The CHAIRMAN. I think in order to get the record clear we will let Mr. Halley 
ask a question and then you make any objection and then the witness can either 
answer it or refuse to answer it. 

Mr. Hatitey. Then the chairman will issue a direction and there will be a 
clear issue. 

Now, Mr. Costello, would you state whether or not vou are familiar with the 
testimony given yesterday by Mr. Francis McLaughlin? 

Mr. Cosre..o. I refuse to answer the question. When the proper time comes 
I will have plenty to say. 

The CHAIRMAN. Well, the chairman directs you to answer the question, Mr. 
Costello. 

Mr. Costre.io. At this particular moment I will not. 

The CuHairMan. Do you refuse to follow the direction of the Chair? 

Mr. CostTe.Lo. Absolutely. 

The CHarrMan. The Chair directs you to answer the question and to answer 
such other questions as will be asked this afternoon. 

Mr. CostTe..o. I still refuse. 

The CHarrRMAN. Then I think it is only fair to tell you that under those cir- 
cumstances—I have just consulted with Senator Tobey—we will have to ask 
for your arrest by the United States Senate to bring you in to testify, and 
we will also have to ask for a contempt proceeding against you. I want to tell 
you that right now, Mr. Wolf and Mr. Costello, what we expect to do. We don’t 
expect to have a witness who appears here in very good physical condition 
asking for an indefinite postponement for some time when the committee will 
be out of operation, where it is quite apparent that he is able to at least testify 
some. We will cooperate with you. If his voice gets bad, we will cooperate 
with you. But to have anybody attempt to defy the committee in the manner 
that Mr. Costello is trying to, we will use every recourse in our command to 
see that he is brought to contempt and he is arrested by the United States 
Senate. Is that understood? 

Mr. Wotr. I am quite sure the witness understands it. I have gone over this 
situation with the witness. 

The CHAIRMAN. Has the witness been served with a subpena? 

Mr. WoLr. Yes. 

The CHatRMAN. Then you remain under subpena subject to further order of 
the committee. 

(Mr. Costello and Mr. Wolf left the room.) 


New Yor, N. Y., Friday, Mareh 16, 19517. 

The committee met, pursuant to recess, at 9:30 a. m., in Room 318, United 
States Courthouse, Foley Square, New York City, N. Y., Senator Estes 
Kefauver (chairman). 

Present: Senators Kefauver (chairman) and Tobey. 

Also present: Rudolph Halley, chief counsel; James Walsh, Alfred Klein, 
Joseph Nellis, David Shivitz, Reuben Lazarus, Louis Yavner, and Arnold L, 
Fein, counsel. 
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The CHAIRMAN. Mr. Costello is here; let him come in. We have to get on with 
the hearing. 

Senator Toney. Mr. Chairman, before we call the witness, may I just read 
something—here he is. 


TESTIMONY OF FRANK COSTELLO, New YorkK, N. Y.—Resumed 


The CHAtRMAN. I think we have enough pictures. And, Mr. Wolf, the tele- 
vision is not on any part of Mr. Costello. 

Mr. Costello, your physician was in this morning, and testified, as you may 
know, that you had no temperature; and in his opinion there wasn't any reason 
why you should not, at least, testify an hour a day; it couldn’t do you any harm 
if vou spoke in a moderate voice. 
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So that, under the continuing subpena that you are under, we asked you to come 
back today. We would like to ask you some questions, and, after a reasonable 
time, in line with what your physician said, if you got tired, or if your throat 
bothers you too much, if you will let us know, we will carry it over until the 
next time we meet. 

Mr. Halley, will you proceed with the questions. 

Mr. Worr. May I, on behalf of the witness 

The C1rAiRMAN. Very well, Mr. Wolf. 

Mr. Worr. Apprise your committee of further facts. Before the witness 
started his testimony at the open hearings, I informed Mr. Halley of the 
illness of the witness, told him that he had been under—he was under treatment 
of a doctor for a throat ailment. gut the doctor had informed me that he did 
not think it was in the interests of the witness to proceed with the examination 
until the condition had improved. 

I said, however, that it was the witness’ desire to proceed with the examina- 
tion without delay, and that he didn’t want to make an application for an adjourn- 
ment, because, if he made it, it would be misconstrued If it was made by an 
ordinary witness, it would be received in the ordinary way, and probably be given 
ordinary consideration, 

I said that I didn’t want to embarrass the witness, and he didn’t want to 
embarrass himself, by making application, and he would be here and would try to 
testify to the best of his ability. 

I don’t want to cover the ground that took place the other day. 


Now, since his examination by—I may say this: that the physician who had 
been treating Mr. Costello, to whom I referred when I spoke to Mr. Halley, was 
not available yesterday; he was busy with some operations. And, as a conse- 


quence, Mr. Costello called in this other physician. 

Now, this morning Mr. Costello called in the doctor to whom T referred when 
I spoke to Mr. Halley, and that doctor gave me the following certificate, which I 
will give you gentlemen, and I will ask you not to disclose the name of the doctor. 

lL ask you, if you feel that this matter must be investigated, to do it privately 
because I informed the doctor the use I intended to make of this, and he 
expressed a considerable concern about the fact that he would be held up to, 
possibly public ridicule if called here to testify, and particularly be televised. 

So, without reading the name of the doctor, L am going to read what he says— 
if I can make out his writing. 

The CrarrMan. Well, Mr. Wolf 

Mr. Wotr. May I read it, Senator? 

The CHAIRMAN. Yes; but we can't allow your statement to go unchallenged 
that a doctor, a physician, in carrying out his professional duty, and in reporting 
to a senatorial committee, is going to be held up to ridicule. 

We had the other doctor, who turned in a statement, here this morning. I 
can't believe we held him up to ridicule. I think you must be imagining things, 
Mr. Wolf. 

Mr. Worr. I am only reporting what the doctor told me. TI am carrying out 
his wishes. 


; The CHAIRMAN. Well, we are not able to act in secrecy here. 
: Mr. Wor. Now, the doctor says—— 
; Mr. Hauiey. Mr. Wolf, I don’t think the committee should take an anonymous 
: statement. If a doctor says it, I think the committee must know who the 
doctor is. 
j Mr. Wo.r. I am going to give you the certificate after I read it. You may do 
j as you please with it then. 

The CHAIRMAN. I want to tell you, Mr. Wolf, that if you give us the certificate, 
i we are going to give the name and address. 
a Mr. Wotr. That is your responsibility, then. I don’t care to do it. 
i The CHAIRMAN. Very well, we accept the responsibility. 
‘ Mr. Wor (reading) : 
i “Mr. Frank Costello has had a heavy cold and a laryngitis for nearly 2 weeks. 
3 During this week the laryngitis has gotten steadily worse, until he is now unable 
4 to talk in sustained conversation, and any effort in this direction will cause 
; further and continuing danger to his larynx.” 
{ There are some words there that I can’t make out. I see that this man’s, this 
j doctor’s handwriting is even worse than mine, if that is possible 
i The CHAIRMAN. We may have a doctor present who can help. 
i Mr. Worr (continues reading): “But he has been having local and general 
4 treatment for 10 days—this includes penicillin and aureomycin. 
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“Mr. Costello has had a severe throat affliction, for which I have treated him 
over a period of nearly 18 years.” 

I asked the doctor what that throat affliction was, and he told me that the 
confidence of doctor and patient would not permit him to tell me what it is. 

(Mr. Wolf handed the document to the chairman.) 

The CHAIRMAN. The certificate will be made part of the record. 

The name of the doctor is Douglas Quick, M. D., and the address is 350 Park 
Avenue. 

Dr. Quick need have no hesitancy in making a certificate for this committee 
or in appearing here. It is certainly not going to damage his professional stand- 
ing and reputation, if he has reported what he has found. 

That will be made part of the record. 

Mr. Worr. Now, in view of this witness’ condition, gentlemen, I ask that 
the examination of this witness be adjourned until Wednesday, during which 
time this witness can get sufficient rest and be able to come back here and com- 
plete his examination properly, under the circumstances that I indicated in my 
statement yesterday. 

Mr. Hatitry. Mr. Chairman, I believe the witness was in contempt yesterday 
and I believe it is my duty to follow your instructions and propose questions to 
the witness today and see whether or not he will answer them. There is noth- 
ing in the statement of Dr. Quick that contradicts the sworn testimony received 
this morning from the doctor who said Mr. Costello, in a conversational voice, 
could answer questions for a reasonable period of time. There is no assurance 
that when next Wednesday comes the witness will not have the same problem. 

Therefore, assuming that Mr. Costello has some laryngitis, no more than most 
people seem to get along with without stopping their daily activities, I would 
think that the way to handle the situation is for him to testify an hour today and 
an hour on Monday, and an hour on Tuesday, and so on until we get all of his 
testimony. In that way he will not have the possibility of a continued strain on 
his throat, and I propose to start questioning him for the hour today right now, 
with the committee’s consent. 

The CHAIRMAN. Mr. Wolf, this certificate does not say that Mr. Costello is not 
able to testify or that testifying at least for a short time would injure his 
health or his throat. We don’t want to-be arbitrary about the matter, but this 
certificate does not meet legal requirements in stating anything that would 
indicate that it would be injurious to Mr. Costello to testify at least for a short 
time. 

Mr. Wor. Senator Kefauver, in discussing the testimony of the previous 
doctor who examined Mr. Costello, you mentioned the fact that he said that 
there was no reason why Mr. Costello could not conduct ordinary conversational 
talks. Well, Senator, don’t you realize this witness, the situation requires him 
not only to indulge in just the ordinary conversational tone necessary for him 
to be able to concentrate and make known exactly what he intends to convey; 
it is necessary for him to be in control of his voice so that, under the circum- 
stances he is in, if what he says is so, he can really be heard. 

It seems to me that you members of the committee are discussing of an ordi- 
nary conversation between individuals and the ability of a person to continue it, 
and we are here talking of a witness in the situation that this witness is in. 

The CHAIRMAN. Well, Mr. Wolf, Mr. Costello certainly looks like he is in 
better shape than he was in some days ago. I remember in one of our earlier 
sessions, this committee asked, “Would you like for him to, or would the witness 
like to cease the questioning at this time?’ And he said, “No; go on,” and you 
said, “No; goon.” 

I think that was on the first day. 

Mr. Wor. I would want that at all times, Senator. I would like to see this 
go on and get finished with. 

The CHAIRMAN. So that the committee was giving you the option, Mr. Costello, 
of stopping early. 

Mr. Wotr. I was hopeful that it would end, Senator, and that was the reason 
why I said, “Let's get on.” 

The CHAIRMAN. Well, suppose, Mr. Wolf, we endeavor to get on for 30 minutes 
this afternoon and then maybe we could take a rest over the week end, and 
Monday we could have a little more testimony and in that way we could get 
finished up eventually. ; 

Mr. Wotr. Well, I see your anxiety and I appreciate and have sympathy with 
your desire to conclude these hearings, but you must remember always, Senator 
Kefauver, that I have an interest in this witness as his lawyer, and it seems 


li inlalak ESPOI CAEAN OTN ELL LLL ELLE LOE OS 








eee ee ST CF 


ct == a Ss OT 


or 4 


i 
il 


\- 


4h he a 


PROCEEDINGS AGAINST FRANK COSTELLO 29 


to me that the witness’ desire is to be heard, and certainly I don’t think there 
is anybody on this committee who would not agree with me that he should be 
heard, heard fully if he desires it, and heard completely, that it should be done 
under circumstances when he is in a position to properly defend himself. 

The CHAIRMAN. Well, why don’t we try it a little while this afternoon and 
see how we get along. 

Do you think that would be a very good way to do it? 

Mr. Wo rr. I don’t think so, sir. I think you should adjourn these hearings. 
I don’t think it fair to press this matter. I think you should adjourn the 
examination of this man until Wednesday, at least. 

The CHAIRMAN. Well, let’s try a few questions and see how we get along. 

Go ahead, Mr. Halley. 

Mr. HALLEY. Mr. Costello, did you have a meeting with William O’Dwyer in 
the year 1942? 

Mr. CostTeELLo. I refuse to go further with the questioning—answering the 
questions—until I feel fully well and capable. 

The CHAIRMAN. Mr. Costello, it wouldn’t strain your voice if you just put 
the mike up a little closer so we could hear. 

Mr. HALLEY. Mr. Costello, do you know Mr. James Moran? 

The CHAIRMAN. Let’s cut the cameras off. Let’s not have any noise. 

Mr. CosTELLo. I refuse to answer the question. 

Mr. HALLEY. Do you know Mr. James Moran? 

The CHAIRMAN. Just a minute. You are directed to answer for a short while. 
I think you can answer a few questions this afternoon. 

Mr. CosTe._o. I don’t care to answer any questions. 

The CHAIRMAN, It is not a matter whether you care to answer them, Mr. 
Costello. 

Mr. Coste.io. I don’t feel I am fit to answer any questions today and answer 
them truthfully and sensibly. 

The CHAIRMAN. What was the last question? 

Mr. Hatiey. Do you know Mr. James Moran? 

Mr. CosTeE._Lo. I couldn’t answer the question today. 

Mr. Hatiey. Do you know Mr. Frank Bals? 

Mr. CosTeLLo. I am not going to answer the question today. 

The CHAIRMAN. Well, you understand you are being directed to answer these 
questions? 

Mr. Costetio. And I am answering them, telling you—— 

The CHAIRMAN. There is no use continuing if he is not going to answer them. 

Senator Torry. Mr. Chairman, I would just like to point out those questions 
call for a “Yes” or “No” answer; one or two syllables. Yet he used eight syllables 
to tell us he wouldn’t testify. 

Mr. Hattey. Mr. Chairman, in view of the fact that the witness has created 
an issue, I would like to ask for a stipulation so that the committee may appoint 
a physician who would be permitted both to examine Mr. Costello and to con- 
sult with the physicians who have already treated Mr. Costello. 

The CHAIRMAN. Is there any objection to that, Mr. Wolf? 

Mr. Worr. There is absolutely no objection to that. 

The CHAIRMAN. My opinion, Mr. Wolf, is that there is no reasonable reason 
why Mr. Costello cannot at least answer simple “Yes” or “No” questions this 
afternoon. 

Mr. Wor. Now, he was just asked if he were to submit to an examination by a 
physician of your choice. He said “Yes.” 

The CHAIRMAN. But even on the evidence as it is now presented, there is no 
showing that Mr. Costello cannot go on for a while. The first doctor said he 
could at least testify an hour. This doctor doesn’t make any representations 
about him being unable to testify at all. 

But there is no need of asking other questions. It is my opinion that this 
action is contemptuous, Mr. Wolf, of this committee. 

Mr. Wo tr. I really don*t believe it is, Mr. Senator. 

The CuAtRMAN. There is no use in arguing the matter, Mr. Wolf. 

So you will continue under subpena, Mr. Costello, and we will see what 
happens. We will appoint the physician, who will be in touch with you. 

Mr. Worr. Will you make the arrangements? 

Mr. Hatiey. I will get in touch with Mr. Wolf and make an appointment; and 
if I cannot reach Mr. Wolf, I will advise Mr. Costello at his home. 

Mr. Worr. Well, I would prefer that you get in touch with me, so that I 
can—— 

Mr. Hauify. If I can reach you, I will. All right. 
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New York, N. Y., Tuesday, March 20, 1951. 

The committee met pursuant to recess, at 9:30 a. m., in room 318, United 
States Courthouse, Foley Square, New York City, N. Y., Senator Estes Kefauver 
(chairman). 

Present: Senators Kefauver (chairman), O’Conor (presiding), Hunt, and 
Tobey. 

Also present: Rudolph Halley, chief counsel; James Walsh, Alfred Klein, 
Joseph Nellis, David Shivitz, Reuben Lazarus, Louis Yavner, and Arnold L. Fein, 
counsel, 
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Senator O’Conor. Call Frank Costello. 

The hearing will please be in order. 

Mr. Halley, will you kindly proceed with the examination. 

While counsel is getting his papers’in order I want to ask this question, because 
Mr. Wolf had indicated last week, at the early part of the sessions, that consid- 
eration would be given to the presentation of a financial statement by Frank 
Costello, 

At that time you indicated that you may wish time to submit any written brief 
or otherwise ; and just so the matter may be brought up, I will repeat the ques- 
tion to Frank Costello, as to what is your present financial worth. 

Mr. Wotr. I want to concentrate, gentlemen, on the topic that you have just 
raised in your question and the very important point of law that’s involved. 

Now, with your permission, I have prepared a memorandum, and I would like 
to get it out and refer to it. 

Senator O’'CoNoR, Mr. Wolf, I do assume that it is in written form. Is it in 
brief form? 

Mr. WoLr. I have a memorandum, and I would like to argue from it. It isn’t 
in the form that I would like to submit. : 

Senator O’Conor. I see. Well, I had assumed that possibly it was in the form 
of a brief. I was going to suggest that the memorandum be filed and, of course, 
to be supplemented at a later time in any way that you wish. We didn’t expect 
to have the discussion or argument on it now, because there is another line of 
interrogation. 

Mr. Wo rr. All I will say is that I have looked into the question thoroughly 
and I find authority on the proposition that the witness is well within his con- 
stitutional rights in refusing to answer the question on the ground that it would 
be an invasion of the fifth amendment, would tend to incriminate him, that there 
couldn’t possibly be a waiver here because the witness never testified about 
that particular topic. 

Senator O’Conork. Very good. Well, Mr. Wolf, it will be recalled that this 
committee afforded Frank Costello yesterday the opportunity to answer ques- 
tions which previously had been propounded, except in this one particular, if 
my memory serves me correctly. 

Mr. Worr. That's right. 

Senator O’Conor. That is the best of my recollection, at least, and it was 
my intention to do so. This question was not asked, and the reason it is 
repeated now is that he may have such an opportunity. Is it the committee's 
understanding that he refuses to answer this question? 

Mr. WOLF. Oh, yes. 

Senator O'Conor. Is that right? 

Mr. CosTELLo, Yes. 

Senator O’Conor. The committee directs that the witness answer, and there 
is a refusal; is there? 

Mr. CosTe..o. I refuse. I stand on my constitutional rights. 

Senator O’Conor. All right, Mr. Wolf. Anything further on that one point? 

Mr. WoLr. Well, except that I had told the committee that I wanted the op- 
portunity of submitting authorities. 

Senator O’'Conor. That's right. 

Mr. Wotr. I have the authorities here that support our contention. I haven’t 
them in a brief form so as to submit to the committee, but if you care to see it 
at a later period I will have one prepared and sent in. 

Senator O’Conor. All right, if you will do that and have it submitted in the 
form of a brief, we will be very glad to have you do so. 

Mr. Wor. Well, in what time period? 

Senator O’Conor. Could it be completed Monday and ready for submission? 

Mr. Wor. Yes. 
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Senator O’Conor. All right, then, because, Mr. Wolf, as I stated last week, 
at least as one member of the committee, I felt it incumbent upon myself to pro- 
pose that the committee consider citing Frank Costello for contempt for not 
answering that question. Of course, that still stands, and, of course, your brief 
will be considered in regard to it. 

Now, Mr. Halley, will you take up the examination’ 

* * + * * * * 

Mr. Hartiey. But you did check up? 

Mr. CosTeLio. Yes, 

Mr. Hattey. Do you have any cash moneys in excess of $10,000 anywhere else, 
cash? 

Mr. CosTeELiLo. I am not going to answer that question, Mr. Halley. 

Mr. HaLiey. On what ground? 

Mr. CostTeLto. On the grounds that it is on my net worth, that I had objected 
before. 

Mr. HAttey. We will get back to it, if we may. 

The CHAIRMAN. All right. 

Mr. Hatiey. Do you have any safe-deposit boxes anywhere other than the 
boxes in your home? 

Mr. COSTELLO. No. 

Mr. Hatiey. Do you have any places where you keep cash money any place 
other than the one box you have described in your home? 

Mr. COSTELLO. No. 

Mr. HaLiey. Do you have anyone who holds cash money for you? 

Mr. CostetLo. That holds cash money for me? 

Mr. HALLEY. Yes. 

Mr. COSTELLO. No. 

Mr. Hairy. But you refuse to answer whether or not you have any cash 
money other than those you have described? 

Mr. CosTeEtLo. Well, I might have some other cash money, but I am not—I 
haven't got it in no box. 

Mr. HALLEY. Where do you have it? 

Mr. CosTELLO. Well, I refuse to disclose that. 

Senator Tosry. Now, Mister-—— 

The CHAIRMAN. Mr. Costello, we will have to direct vou to answer that question. 

Mr. CosTreLLo, Well, I will have to consult my counsel on that question. 

The CHAIRMAN. All right, you consult him. ° 

Senator Toney. May I just point out to his counsel, when we were here in 
February together in executive session, at the close of the hearing I asked Mr. 
Costello what was his net worth and you interpolated with him, talked together 
back there and you agreed, gave your word, that you would have that statement 
of assets and liabilities and net worth for us in a few days. That was over 
6 weeks ago. It hasn't come. 

Here is a witness before the United States Senate subcommittee. We are 
examining about his life, and his past, and his assets and liabilities, and every 
time we get to the point of knowing what he is worth, what his net worth is, 
we are shunted aside. 

Now, you are a lawyer, you are a member of the bar. Hasn't this committee 
got a right, in an examination, to know the financial condition of a witness? 

Mr. Wo tr. I would say “Yes,” it has the right, Senator. I don’t think there is 
any question about that. I think it is a very legitimate inquiry—but—— 

The CHAIRMAN. Mr. Wolf, in order that we can get on, we have been over 
this time and time again, you are going to submit a memorandum and the com- 
mittee has decided it has a right to know; also that there was at least an agree- 
ment, as We see it, that you would furnish the information 

Now, I don’t think we ought to spend a great deal of time rearguing the matter 
now 

Mr. Hatitey. Mr. Chairman, before the witness consults with his attorney, 
1 would like to make it clear that no matter what his reasons were up to this 
morning, he has now answered so many questions with reference to his financial 
status and so many questions with reference to his net worth, that I 
has waived any right to stop at this particular point. 

Mr. Wo rr. Well, I disagree with you, Mr. Halley The questions he was 
answering were questions that he was asked before and answered, Now. while 
these items might go into the general question of net worth, certainly the ques- 
tion of net worth itself is a question that stands by itself 


But Senator Tobey 
has asked me a question. I would still like to answer that question. 
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Mr. HAttey. Still before you answer, so you answer it precisely, the immediate 
question is not what his net worth is. He may have various obligations. The 
immediate question is simply what other cash does he have, since he has already 
stated that he had some cash and stated where he has it, and I think that at 
this point the witness is in no position to refuse to go further. 

Mr. Wotr. Well, I am not going to take issue with you on that question, Mr. 
Halley. 

Mr. Hattey. I want you to know what issue you are taking, that is the point. 

Senator Torey. Well, Mr. Wolf, may I suggest in all respect that you with- 
hold your explanation until the witness answers Mr. Halley’s question? 

Mr. Worr. Well, your question, Senator Tobey, you asked me first whether you 
didn’t think it was a legitimate inquiry. 

Senator Tosry. Yes. 

Mr. Wor. I want to make my position very clear. 

Senator Tosey. Do you prefer an answer, Mr. Halley, from the witness first? 

Mr. Hatiey. I think we might well let counsel say what he has to say and 
then I do expect the witness to answer. 

Senator Topey. All right, sir. 

Mr. Wotr. But now, then, without disputing the fact that that is a legitimate 
inquiry, and that you are well within the rights of the committee in asking 
such a question, I think the question, as a matter of fact, is pertinent. Now the 
question arises as to whether or not this witness’ rights, constitutional rights, 
Senator Tobey, are involved. 

Now, that is all that I am concerned with as his attorney now. 
tion is that on this particular item I would like to consult the witness. 

Senator Tosnry. Now, here is something I want to put in as addenda. Assume 
the man had 10 million in cash in the hands of agents or in safe deposit vaults 
across the country, and assume he had certain liabilities and owed certain 
moneys. If you told us his assets and liabilities, we would be able to judge 
his worth. That is always the first question that is asked in a court of law. 
The court would always inquire as to the financial situation of the man, but 
every time we get to this certain point, the curtain is drawn down, and I simply 
say, about constitutional rights, that a Senate committee is making an inquiry, 
and if any witness stands before us and says, “I will go thus far and no further,” 
and when you yourself say it is a legitimate question; why, then, I wonder why. 
It makes us suspicious, and I don’t want to be suspicious. 

I wish to God the man would come through clean and say, “I have arrived at 
this time of life, and I have made money, and I have got a home. I see what 
you are trying to do is for the good of the country, and I will tell you.” 

It might reflect on him, or it might not, but it would be for the good of the 
country. But he can’t cover up and duck these questions every time we get to 
this point. 

Mr. Wotrr. I disagree with you there, Senator. I don’t think he is seeking 
to cover up on every occasion. It has now reached the point—I think the 
witness has been generally frank in answering questions—— 

The CuHarRMAN. Mr. Wolf, in order that you may consult with your client, 
suppose we have a 10-minute recess, and that will give you time to consult with 
him. 

(Whereupon, a short recess was taken. ) 

Bs ~ > * ” a eo 

Mr. Hattery. In addition to that, do you have any other indebtedness in excess 
of $1,000? 

Mr. CosTeLio. Well, I owe—yves; I believe I do. 

Mr. Hauiey. Well, you naturally would owe income-tax payments which you 
have not made yet for this year. Will you state any other sums of money 
you owe? 

Mr. Woitr. May I consult with the witness, please? 

Mr. Hairy. Surely. 

Mr. Wo rr. Will you repeat the question? 

(The question referred to was read by the reporter as follows: ) 

“Mr. HALiey. Well, you naturally would owe income-tax payments which you 
haven’t made yet for this year. Will you state any other sums of money you 
owe?” 

Mr. CosTe.Lo. I decline to answer that, Mr. Halley. 

Mr. HAtiey. Do you owe any sums of money in excess of $10,000 to any person? 

Mr. CosTeL.o, I decline to answer that. 

Mr. Hartry. Will the committee direct the witness to answer? 


The ques- 
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The CHAIRMAN, Yes. We will have to direct you to answer that question, Mr. 
Costello. 

Mr. CostTeLLo. I decline to answer the question. 

The CHAIRMAN. All right. 

Mr. HALuiey. This is a question confined to this point to sums of money in addi- 
tion to $10,000, and it is: Do you owe in excess of $10,000 to any person, com- 
pany, corporation, or organization? 

Mr. Cosre..o. I decline to answer it. 

The CHAIRMAN. You understand you have been directed to answer it. 

Mr. CostELLo, And I still decline. 

Mr. Wor. I have consulted with the witness on that. 

Mr. Hautitey. What is the total indebtedness, Mr. Costello? 

Mr. Cosre.tto. I decline to answer that question. 

The CHAIRMAN. Well, you are directed to answer that question. 

Mr. CosSrecvo. I still decline. It goes into my net worth—which I had ob- 
jected prior. 

Mr. Hatiey. You do owe $30,000 to Mr. Erickson? 

Mr. CosTeLLo. Yes. 

Mr. Hairy. Now, is it still your testimony that you do not have any interest 
in the Whiteley’s Distilleries? 

Mr. CoSTreLLo. Absolutely. 

Mr. Hauey. Or the Alliance Distributors? 

Mr.,CosTELLo. Absolutely. 

Mr. HAuLLEy. And do you remember whether or not you have received any sums 
of money in cash directly or indirectly from the Whiteley Distilleries or the 
Alliance Distributors? 

Mr. CosTeLLo, Never did. 

Mr. HALLEY. Do you now or did you ever have any interest in the distribution 
of King’s Ransom and House of Lords? 

Mr. CosTeLLo, Never had any interest, financial interest; I believe I answered 
that question before. 

Mr. HALLEY. I wanted to be sure that you hadn't changed your testimony about 
that. You stand on your previous testimony? 

Mr. CosTeLio, That's right. 

Mr. HALLEY. With no changes? 

Mr. CosTeELLo. No changes. 

*~ ~ ae * * ~ > 

Senator Tospry. Were you ever interested in the race-track situation in New 
Jersey? 

Mr. CostTELLo. No. 

Senator Tosry. My concluding question is addressed to you, sir, and it is an 
important question. Will you now comply with your agreement with this 
committee made last February and keep your word then given and give this 
committee a sworn statement of your net worth and assets and liabilities? 

Mr. CosTe.xo. I will not. 

The CHAIRMAN. Mr. Costello, did you know Murray Olf? 

Mr. COSTELLO. Yes. 

The CHAIRMAN. Where did you know him? 

Mr, CosTELLO,. From New York. 

The CHAIRMAN. Well, he was in this B. J. Sanborn & Co., stock brokers in 
Syracuse and Binghamton; wasn’t he? 

Mr. CosTeELLo. I don’t remember what business he was in. 

> ~ * * * * * 

Senator Tosrey. I would like to ask a few questions, I won't be over 10 
minutes. 

This morning, in speaking about your net worth, and the controversy which 
we had together and with Mr. Wolf, there was one question neither Mr. Halley 
nor | wanted to bring out, and because it had a potential, if true, I propound it 
to you. 

With reference to your quick assets, your wealth, have you in your possession 
or in the possession of your wife or any friends in your behalf, any bank cashier's 
checks payable to you or friends or your wife, which you are holding as good 
as cash but not cash—bank cashier’s checks? Do you know what they are? 

Mr. CostTELLo, Yes, 

Senator Toney. Have you any of these? 

Mr. CosTELLo. No; I haven't. 
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ANNEX III 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with ref- 
erence to the contempts committed by Frank Costello: 


Marcu 26, 1951. 
Memorandum to Senator Estes Kefauver (chairman) re contempt of Frank Cos- 
tello (S. Res. 110) : 

I have examined the record of the testimony of Frank Costello in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by Frank Costello to answer 
questions was contemptuous of the United Staes Senate and its Special Commit- 
tee To Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might in- 
criminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 

RvupoLeH HALLEY, 
Chief Counsel. 
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Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 111] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, caused 
to be issued a subpena to Fr: ank Erickson, Rikers Island, N. Y. The 
said subpena directed Frank Erickson to be and appear before the said 
committee forthwith at room 2803, United States Courthouse, Foley 
Square, New York, N. Y., then and there to testify touching matters 
of inquiry committed to said committee and not to depart without 
leave of said committee. The date of the subpena was the 7th day 
of February 1951. Attendance pursuant to said subpena was had on 
March 12, 1951, at which time the witness appeared. The subpena 
served upon said Frank Erickson is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To FRANK Erickson, Rikers Island, N. Y., Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Committee To Investigate Organized Crime in Interstate Commerce 
of the Senate of the United States, on February 18, 1951, at 2 p. m., at their 
committee room 2803, United States Courthouse, Foley Square, New York, 
N. Y., then and there to testify what you may know relative to the subject mat- 
ters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To P. Murray or Howard Brand to serve and return. 

Given under my hand, by order of the committee, this 7th day of February, 
in the year of our Lord one thousand nine hundred and fifty-one. 


ESTES KEFAUVER, 
Chairman, Committee To Investigate Organized Crime in Interstate 
Commerce. 
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The said subpena was duly served as appears by the return made 
thereon by Howard R. Brand, who was duly authorized to serve the 
said subpena. The return of the service by the said Howard R. Brand 
being endorsed thereon is set forth as follows: 

FeBRUARY 8, 1951. 

I made service of the within subpena by personal service on the within-named 
Frank Erickson, at New York City Penitentiary, Rikers Island, N. Y. at 10 
a. m., on the 8th day of February 1951. 

Howarp R. BRAND. 


The said Frank Erickson pursuant to said subpena and in compli- 
ance therewith appeared before the said committee to give such testi- 
mony as required by virtue of Senate Resolution 202, Eighty-first 
Congress, second session. Frank Erickson having appeared : as a wit- 
ness and havi ing been asked questions, which questions were pertinent 
to the subject matter under inquiry, made answers as appeared in the 
record of the hearing on March 12, 1951, at room 2804, United States 
Courthouse, Foley Square, New York, N. Y., which recor d is annexed 
hereto and made a part hereof and designated “Annex I.” 

As a result of said Frank Erickson’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance with the 
terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Frank Erickson perti- 
nent to the subject matter which under Senate Resolution 202, Eighty- 
first Congress, second session, the said committee was instructed to 
investigate, and the refusal of the witness to answer questions as set 
forth in annex I, is a violation of the subpena under which the witness 
was directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

At the committee hearing in New York, N. Y., on March 12, 1951, 
there was present a quorum of the committee, as set forth in the record 
annexed, consisting of the chairman and Senators O’Conor and Tobey. 

After reviewing ‘the testimony and other facts as set forth herein, the 
committee adopted a resolution, as set forth below: 


SpecrAL COMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF AN EXECUTIVE MEETING, SATURDAY, MARCH 17, 1951 


An executive meeting of the Senate Crime Investigating Committee was held 
March 17, 1951, room 210, Senate Office Building, attended by Chairman Kefauver, 
Senators Wiley, Tobey, and Hunt. Also present were Messrs. Rice and Amis. 
Notes were made by Miss Coutsonikas. 

Chairman Kefauver reviewed the matters developed during the New York 
open hearings and advised that it was contemplated that the hearings would 
continue through Monday, Tuesday, March 19 and 20, and possibly Wednesday, 
March 21. 

The testimony and deportment of witnesses Frank Erickson, Joe Doto (alias 
Joe Adonis), and Frank Costello were discussed and, on motion, those present 
unanimously voted to recommend that these individuals be cited for contempt 
of the Senate. 











PROCEEDINGS AGAINST FRANK ERICKSON 3 


It was unanimously resolved that the record of the New York hearings be 
forwarded to the United States attorney for the second district of New York 
for study in connection with possible perjury violations, 

Estes Keravuver, Chairman. 


ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE (OMMERCE, 
New York, N. Y., Monday, March 12, 1951. 


REPORTERS’ TRANSCRIPT 


The committee met, pursuant to notice, at 10 a. m., twenty-eighth floor, United 
States Courthouse, Foley Square, New York City, N. Y., Senator Estes Kefauver 
(chairman) presiding. 

Present: Senators Kefauver Tobey, and O’Conor. 

Also present: Rudolph Halley, James Walsh, Alfred Klein, Joseph Nellis, 
David Shivitz, Reuben Lazarus, and Louis Yavner, counsel. 

The CHaiRMAN. The committee will come to order. 

£ oF ~ * * ° 

The CHAIRMAN. Call Mr. Erickson, please. 

Will Mr. Erickson take the stand? Do you swear that the testimony you are 
about to give before this committee shall be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Erickson. Yes. 


TESTIMONY OF FRANK ERICKSON 


The CHAIRMAN. Now, Mr. Erickson, who is your counsel? 

Mr. Corsin. My name is Harold H. Corbin, 30 Broad Street, Manhattan. 

The CHAIRMAN. C-o-r-b-i-n? 

Mr. Corsin, That's right, and I would like to make, on behalf of my client, 
Mr. Erickson, a brief statement. 

The CHAIRMAN. Very well. Proceed, Mr. Corbin. 

Mr. Corsin. I will use, if I may, the first pronoun as though my client was 
speaking and say: I am presently serving a jail sentence in connection with 
bookmaking charges in the State of New York; I am under other charges in 
the State of New Jersey; the Federal Government has filed income-tax fraud 
charges against me going back many years. My name has also been included 
in publicity emanating from this committee and referring to alleged Nation-wide 
racketeering syndicates. 

In view of these facts I feel called upon for my own protection to refuse to 
answer any questions concerning my activities, since I have every reason to 
apprehend that any information given by me will be used against me in support 
of criminal charges, both of a Federal and of a local nature. 

The CHAIRMAN. All right: now, Mr. Corbin, counsel is instructed not to, and 
we will not ask any—Mr. Erickson—questions that refer to his being under in- 
come-tax investigation, and that might incriminate him of a Federal offense, in 
our judgment. 

Under the rule of the Hitchcock case, with which you are familiar, he doesn't 
have the right to refuse to answer on that ground, on the ground of self-incrimina- 
tion under the fifth amendment to the Constitution, a question that might in- 
criminate him for some State offense. 

But we will try to be considerate on that basis. The privilege he has against 
answering only applies to some that might incriminate him of a Federal offense. 

If you will indicate the years his income tax is under investigation, that 
might help us in knowing just what questions we can ask of Mr. Erickson. 

Mr. Corprn. I haven't seen those papers, Senator. 

The CHAIRMAN. Perhaps Mr. Erickson—— 

Mr. Corbin. I don’t know how far back they go. But may I confer with my 
client for a moment? 

The CHAIRMAN. Mr. Halley, if you will bring it out in your questions—— 
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Mr. Corsin. Mr. Erickson tells me that they run back to 1936, and cover the 
period from 1936 on to the present time. 

The CHAIRMAN. Is there any income-tax indictment against Mr. Erickson? 

Mr. Corsin. None that I have heard of. 

The CHAIRMAN. Who has advised Mr. Erickson that your income tax is under 
investigation? 

Mr. Corsin. He says that the Federal Government and Federal authorities 
have so indicated. 

Mr. Hauiey. Mr. Chairman, whether or not the witness’ income tax is under 
investigation, he and any other witness may refuse to answer a question which, 
in his opinion, would incriminate him if he answered it. 

With that proviso, I believe that the witness should be questioned. 

If, when a particular question is asked he can, in good conscience and honestly 
say that in his opinion the answer would tend to incriminate him, then he has 
the right to refuse to answer it. 

But the mere fact that a man is under an investigation for income tax, or for 
anything else in the world, does not give him the right to refuse to answer ques- 
tions generally. 

The CHAIRMAN. That is quite right. If he feels in good conscience that answer- 
ing a question might incriminate him of a Federal offense, then we will sustain 
the objection. 

Mr. Corsin. May I make this observation: That any questions which he is in- 
clined to answer on constitutional grounds, those questions, if followed by any 
answers, and those refusals to answer, will be, he claims, in good faith, honestly 
made, and not for the purpose of sham, or of impeding this inquiry. 

The CHAIRMAN. We will judge that as we go along, Mr. Corbin. 

Mr. Corpin. We think he is the best judge of that, Senator. 

The CHAIRMAN. But, of course, we don't want any refusals based upon mere 
fantasy. It must be in connection with his fear that it would incriminate him 
of some specific Federal offense. 

Mr. Corstn. He says that he is under apprehension, and under a real fear that 
answers may tend to incriminate him. 

The CHAIRMAN. Let's get along, and we will see how we do. 

Mr. Hatey. What is your full name? 

Mr. Erickson. Frank Erickson. 

Mr. HaLtey. What is your business? 

(No response. ) 

Mr. Hatiey. We can’t hear you, Mr. Erickson. 

Mr. Erickson. My business, I have no business; I am in jail. 

Mr. Hatitey. What was your business prior to being convicted? 

Mr. Erickson. I object on the grounds it might incriminate me. 

Mr. HAtiey. Were you a bookmaker? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. Hairy. You understand, Mr. Erickson—— 

The CHAIRMAN. Mr. Erickson, we can hardly hear you here. Will you speak 
just a little bit louder? 

Mr. Erickson. Yes, sir. 

Mr. HAtitey. Perhaps if you pulled that microphone closer: it is connected to a 
loud speaker. 

You understand that your privilege against self-incrimination goes only to 
matters which would be a Federal offense, and not matters which would be 
violations merely of State law. Do you understand that? 

Mr. Erickson. I refuse to answer on the ground it might tend to incriminate 
me. 

Mr. HAtLEY. Now I ask you again—and this time I will ask the chairman to 
direct the witness to answer—what business did you engage in prior to being 
convicted in 1950 in the State of New York of conspiracy? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. Mr. Erickson, I know of no Federal law of which that would 
incriminate you, and you are directed to answer that question. 

Mr. Ertckson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HAttEyY. Where were you born, Mr. Erickson? 

Mr. Erickson. New York City. 

Mr. Hattey. And when? 
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Mr. ErtcKson, 1986. T am 55 years old. 

Mr. HaLuey. You mean 18967 

Mr. Erickson. That's right. 

Mr. Hauiey. And prior to being convicted in 1950 on a conspiracy charge, had 
you ever previously been convicted of crime? 

Mr. Erickson, No. 

Mr. HaLLey. You had, however, on a previous occasion, been accused of crime ; 
is that correct? 

Mr. Erickson, I refuse to answer on the ground that it might tend to in- 
criminate me. 

The CuHaiRMAN. You will be directed to answer, Mr. Erickson. 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me, 

Mr. Hauiey. Isn't it a fact, Mr. Erickson, that on May 6, 1939, you were 
arrested and charged with violation of section 1620, Public Laws; and that you 
were discharged on that occasion? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

Mr. HAttey. Is it not a fact, Mr. Erickson, that on May 16, 1939, you were 
arrested on a charge of perjury ? 

Mr. Erickson. I refuse to answer on the ground it might tend to incriminate 
me. 

Mr. Hatiey. Do you remember having been acquitted of that charge on June 
7, 1939? 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. Mr. Erickson, being acquitted of a charge certainly isn't 
incriminating vou. 

Mr. Hauirey. Mr. Erickson, do you recall on July 23, 1941, being charged with 
assault and battery with intent to kill? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HAtiey. And do you recall on that occasion having been found not guilty 
ina jury trial? 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hauitey. Mr. Erickson, were you educated in the State of New York? 

Mr. Erickson, Yes, 

Mr. Hairy. You went to schools of New York? 

Mr. Erickson. Yes. 

Mr. Hatiey. How far did your education progress? 

Mr. ErtcKson. About the fourth grade. 

Mr. HALLEY. About the fourth grade? 

Mr. Erickson, Yes. 

Mr. Hauiey. And then what did you do? Did you go out to work? 

The CHAIRMAN, Mr. Erickson, we still can’t hear a thing you say. Speak up a 
little bit louder. 

Mr. Erickson. All right. 

Mr. Hautiey. What did you do, Mr. Erickson, on leaving school? 

Mr. EkicKsoN. I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. You will be directed to answer. That has been a long time 
ago, I take it. 

Mr. Erickson, I refuse to answer. 

The CHAIRMAN. It must have been 1910, or 1911. 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiry. Mr. Erickson, did you ever engage in any legitimate occupation? 

Mr. Erickson. I refuse to answer on the grounds it might incriminate me. 

The CHAIRMAN. Just a minute. Let’s not have any expressions, one way or the 
other, from our guests. 

You will be directed to answer that question, Mr. Erickson. 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HAuey. Mr. Erickson, will you state any legitimate occupation in which 
you ever participated? 
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Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALiey. Will the chairman direct the witness specifically to answer that 
question? 

The CHAIRMAN, Yes. You will be directed to‘answer that question, Mr. Erick- 
son. 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLEY. Mr. Erickson, have you ever had a connection with the Colonial 
Inn located in the State of Florida? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. HAuiey, Is it not a fact that the Colonial Inn was a gambling operation? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

The CHAIRMAN. Well, you are directed to answer these questions, Mr. Erick- 
son. The Chair orders you to answer the questions. 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hautey. And did you not in the State of Florida operate horse books in 
contravention of the law of the State of Florida at the Roney Plaza Hotel? 

Mr. Ertckson, I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

The CHAIRMAN. The Chair directs you to answer. 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatrry. Did you ever enter into a lease with Mr. Meyer Schine, owner of 
the Roney Plaza Hotel, for a concession to operate a horse book at that hotel? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

Mr. HAttey. Do you know Mr. John O'Rourke, of West Palm Beach, Fla.? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to incrimi- 
nate me. 

The CHAIRMAN. Well, the question is just whether you know Mr. O'Rourke, 
Mr. Erickson. You will be ordered to answer that question. 

Mr. Erickson. I refuse. Yes; I know him. 

Mr. Hatiey. You know Mr. O'Rourke? 

Mr. Erickson. Yes. 

Mr. Hatiey. Have you ever engaged in any business with Mr. O’Rourke? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Harvey. Are you referring to incrimination under any Federal law? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to 
incriminate me. 

Mr. Hatrey. Will the Chairman direct the witness to answer the last two 
questions? 

The CHAIRMAN. Yes. You will be directed to answer those questions. 

Mr. Erickson. I refuse to answer on the grounds that it might tend to 
incriminate me. 

The CHAIRMAN, I take it, then, Mr. Counsel, that we can have an under- 
standing that no further specific direction is necessary or required after the 
witness refuses to answer. 

Mr. Corpin. That’s all right, if we may also understand that the refusals 
are upon the same ground, and should he fail to be aceurate in his description, 
it is understood that his refusals are upon the same ground that his answers 
might tend to incriminate him. 

The CHATRMAN. Yes; we will have that understanding, also. 

Mr. Corsin. Thank you. 

Senator O’'Conor. To incriminate him of a Federal offense? 

Mr. Corstn. Well, when he says “incriminate,” he means incriminate. 

The CHAIRMAN. He doesn’t specify whether it is Federal or State. 

Senator O’Conor. I just want to make it plain that that is it. 

Mr. HALLEY. Now, Mr. Witness, have you had any connection with a business 
known as the Farm Casino in the State of Florida? 

Mr. Erickson. I refuse to answer on the ground that it might tend to 
incriminate me. 
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Mr. Hatiey. Were you not, in 1944, in partnership with Mr. Sam Gold and 
Mr. Jack Friedlander in the Farm Casino? 

Mr. Erickson. I refuse to answer on the ground that it might tend to 
incriminate me. 

Mr. HALitey. Do you know Mr. Sam Gold? 

Mr. ERICKSON. Yes. 

Mr. Hatiey. Is it not a fact that Mr. Sam Gold is a bookmaker, if you know 
the fact? 

Mr. Erickson. I don’t know the fact. 

The CHAIRMAN. What is that? I couldn’t hear you. 

Mr. Erickson. I refuse to answer on the ground that it might tend to 
incriminate me. 

Mr. Hatiey. I am not asking about you. I am asking about Mr. Gold. 

Mr. Erickson. That is my answer. 

Mr. HALLey. Did you know Mr. Jack Friedlander ? 

Mr. Erickson. Yes. 

Mr. HAtiEy. What is his business? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. HAariey. Do you know what his business is? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. HALiey. Will the chairman direet the witness again, or is it understood? 

The CHAIRMAN. It is understood he is directed to answer. 

Mr. Corsin. That’s right, Senator. 

The CHAIRMAN. All right. 

Mr. HALLEY. Weren't you, Gold, and Friedlander together in the Farm Casino 
operation? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. Hatuiery. And in the Colonial Inn, weren’t you in partnership with Adonis, 
Alo, and Blatt? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. HAtitey. Have you ever engaged in business in the State of New Jersey? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLEY. Do you know Mr. Jack Lennon? 

Mr. Erickson. I do. 

Mr. HALirey. Does he work for you? 

Mr. Erickson. I refuse to answer on the grounds that it may tend to in- 
criminate me. 

Mr. Hattey. Did Jack Lennon ever work for you? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Mr. HALLEY. Did you ever open a bank account in the name of Jack Lennon? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hauiey. Did you ever hear of the Pennsylvania Exchange Bank of New 
York City? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to in- 
criminate me. 

Senator Torry. Mr. Halley, the witness testified in the Interstate Commerce 
Committee that that is where he banked his money in the business. 

Mr. HALiey. Apparently he feels a little more incriminated this time, Mr. 
Senator. 

The CHAIRMAN. Don't you want to answer the question about whether you 
have had any business with the Pennsylvania Bank & Trust Co.? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. Mr. Erickson, were you in the State of Florida in January of 
1950 ? 

The CHAIRMAN. What is your answer, Mr. Erickson? 

Mr. Erickson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLeEy. You mean merely being in Florida is incriminating ? 
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Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. While you were there, did you see Frank Costello at the Sherry 
Frontenac? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HALLEY. Have you ever played golf with Frank Costello? 

Mr. Erickson. Yes. 

Mr. HALLey. Where? 

Mr. Erickson. On a lot of golf courses. 

Mr. HALLEY. Many golf courses? 

Mr. Erickson. Yes. 

Mr. HALLEY. Had you ever played with Mr. George Morton Levy? 

Mr. ErIcKson. Yes. 

Mr. Hauiey. You played with both of them together? 

Mr. Erickson. Yes. 

Mr. Hatiey. And with a former revenue agent known as Shoenbaum? 

Mr. Erickson. Yes. 

Mr. HALLeEy. You were more or less a constant foursome; is that right? 

Mr. Erickson. Yes. 

Mr. HAuiey. Where did you play as a foursome? 

Mr. ErtcKson. Paumonok Golf Club. 

Mr. HAaLLey. Where? 

Mr. ErtcKson. Paumonok Golf Club. 

Mr. HALLrey. Any others? 

Mr. Erickson. Yes. 

Mr. HALLEY. Which other ones? 

Mr. Erickson. Lakeville Golf Course. 

Senator O’Conor. Mr. Erickson, just confining the question to golf and the four 
persons named by Mr. Halley, over what period of time would you say that that 
continued, the playing of golf together principally by the four of you? Just 
give us the period of time in which you did that. 

Mr. Erickson. Mr. Senator, what has that got to do with interstate crime? 

Senator O'Conor. That, of course, may lead to something, and you have 
already testified that you did it. I am just interested in knowing over what 
period of time it continued, if you have any idea of that. 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hattey. During what years did you play golf in this foursome with 
Costello and Shoenbaum and Levy? 

Mr. Erickson, I refuse to answer on the ground that it might tend to incrimi- 
nate me, 

Mr. HALLEY. Did you play golf with George Morton Levy and Frank Costello 
during the year 1942? 

Mr. Erickson. I refuse to answer on the ground that it might 
incriminate me. 

Mr. HAtirey. Did you ever play golf with George Morton Levy during the 
year 1943? 

Mr. Erickson, I refuse to answer on the ground that it might tend to 
incriminate me. 

Mr. HALLEY. Did you ever play golf with George Morton Levy during the year 
1944? 

Mr. Erickson, I refuse to answer on the ground that it might tend to 
incriminate me. 

The CHAIRMAN, Mr. Erickson, we do not want to have any trouble with you, 
but it seems to me to be ridiculous that playing golf with somebody is going to 
incriminate you. We don’t want to have any difficulty with you, Mr. Erickson, but 
we feel that that question—— 

Mr. EricKson. I want to show all due respect to the Senators. 

The CHAIRMAN. But we feel that you have to answer that. 

Mr. Erickson. I want to show all due respect to the Senators, but I don’t see 
what that has to do with interstate crime. 

The CHAIRMAN. That is for us to say, not you, Mr. Erickson. 

Proceed, Mr. Halley. 

Mr. HALLEY. Do you want to answer those questions? 

Mr. Erickson, If you have a purpose in asking the question I have a purpose 
in answering it. I refuse to answer on the ground that it might tend to 
incriminate me, 


tend to 
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The CHAIRMAN, We can’t hear you, Mr. Erickson. 

Mr. Erickson, It is the same thing. 

Mr. HAttey. I think that Mr. Erickson is making the point that if the question 
had nothing to do with crime, he should not answer, and if they had anything to 
do with crime, then it certainly would incriminate him. 

The CHAIRMAN, Now, let us not have any demonstrations. 

Go ahead with your questions, Mr. Halley. 

Mr. HALLEY. Now, Mr. Erickson, did you ever make book in the State of 
Florida? 

Mr. ERIcKSoNn. I refuse to answer on the ground that it might tend to 
incriminate me. 

Mr, HALLEy. Do you know Mr. Abe Ellenberg? 

Mr. Erickson, Yes. 

Mr. HALLEY. And has he represented you? 

Mr. ERICKSON, I refuse to answer on the ground that it might tend to 
incriminate me. 

Mr. HALLEY. Do you know a Mr. Schrader? 

Mr. ErtcKson. Yes. 

Mr. HALLEy. What is his full name? 

Mr. Erickson, Frank. 

Mr. HALLey. Frank Schrader? 

Mr. Erickson, Yes. 

Mr. EricKson. Yes. 

Mr. Hatuey. Is he related to you? 

Mr. Erickson. He is a distant relation. 

Mr. Hatiey. Has he ever worked for you? 

Mr. Erickson, I refuse to answer on the ground it might tend to incriminate 
me. 

Mr. HALLeEY. Isn't it a fact that you have had a crew making book at the race 
tracks in the State of Florida during the years 1944 to 19497 

Mr. Erickson. I refuse to answer on the ground it might tend to incriminate me. 

Mr. HALLEY. Isn’t it a fact that you have had a large bookmaking operation in 
the State of New Jersey? 

Mr. Erickson. I refuse to answer on the ground that it might tend to inecrimi- 
nate me. 

Mr. Hattey. Have you ever heard of the Home Movie Exchange? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HALLEY. Were you ever in Cliffside, N. J.? 

Mr. Erickson. I refuse to answer on the ground that it might tend to inecrimi- 
nate me. 

Mr. Hatrrey. Have you been active in any political work whatsoever, Mr. 
Erickson? 

Mr. ERrIcKSON. No. 

Mr. Hatiry. You are, however, a member of the National Democratic Club? 

Mr. ErIcKson,. I think so. 

Mr. HAtLey. Have you ever made a political contribution? 

Mr. ERIcKson. No. 

Mr. HALEY. Have you ever taken an active part in any political campaign? 

Mr. Erickson, No. 

Mr. Hatiey. Under what circumstances did you join the National Democratic 
Club? 

Mr. Erickson. I joined it many years ago, as a social club. 

Mr. HALiey. Purely as a social activity? 

Mr. Erickson. Right. 

Mr. Hatrirey. And you have, over a period of years, attended many functions 
of the club? 

Mr. Ertckson. Beefsteaks and outings, and things like that. 

Mr. Hattey. You are a rather regular attendant? 

Mr. Ertckson. At the beefsteaks and outings. 

Mr. Hatrey. Has Mr. Frank Costello ever been your guest at the National 
Democratie Club? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HALLEY. Have you ever had any guests at the National Democratic Club? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HALLEY. And you understand that you are directed by the chairman of the 
committee to answer those questions ? 
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Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

The CHAIRMAN. Well, Mr. Counsel, it is our understanding, is it, that he knows 
he is directed to answer these questions? 

Mr. Corsrn, I am sure he knows that, and he will make no question about it 
ai any time in the future. 

The CHAIRMAN. Do you understand that, Mr. Erickson? 

Mr. Erickson. Yes, Senator. 

Mr. Corsin. He has heard your direction and knows that it applies that all 
these questions, or, rather, his refusal to answer—— 

Mr. HALLEY. Mr. Erickson, did you ever take any part in local politics in the 
city of New York? 

Mr. Erickson. No. 

Mr. Hauiey. Did you ever attempt to help anybody become a leader of 
Tammany Hall? 

Mr. Erickson. No. 

Mr. HALLEY. Did you know the late Mike Kennedy ? 

Mr. Erickson. Yes. 

Mr. HALLey. Whose full name, I believe, was Michael J. Kennedy? 

Mr. Erickson. Yes. 

Mr. HaAtiey. And did you ever discuss with Michael J. Kennedy the question 
of his becoming a leader of Tammany Hall? 

Mr. Erickson. No. 

Mr. HAuiey. Did Kennedy ever speak to you about his aspirations to become 
leader? 

Mr. ErtcKson. No, never did speak to me. 

Mr. HAutey. Did you ever attend prize fights at Madison Square Garden? 

Mr. ErtckKson. Yes. P 

Mr. HAutiey. Did you ever meet Mike Kennedy at the prize fights at Madison 
Square Garden? 

Mr. ErtcKson. It is possible. I don’t recall. But I met many, many people 
at the fights. 

Mr. HALLEY. Now, you knew Mike Kennedy? 

Mr. Erickson. Yes. 

Mr. HA.iey. Isn't it a fact that in 1942 the leadership of Tammany Hall 
became vacant? 

Mr. Erickson. I wouldn’t recall that. 

Mr. HALLEY. It might be a fact, though? 

Mr. Ertckson. That’s right. 

Mr. HaAxey. Isn’t it a fact that Mike Kennedy, at the prize fights at Madison 
Square Garden, and you, had a discussion of the leadership of Tammany Hall? 

Mr. Erickson. No. 

Mr. HAtiey, That is not a fact? 

Mr. Erickson. That’s right. 

Mr. HALiey. Do you recall whether or not you asked Mike Kennedy whether 
he was making any progress? 

Mr. Ertckson. I don’t reeall that, no. 

Mr. Hatiey. You deny that? 

Mr. Erickson. I deny it. 

Mr. HALLey. Do you recall Kennedy’s saying, “The only progress I am making 
is backward”? 

Mr. Erickson. I don’t recall that. 

Mr. Hauir&y. And his saying that instead of a third of a vote, he had only a 
sixth of a vote? 

Mr. Erickson. I don’t recall. 

Mr. HA.Liey. Didn’t you tell Kennedy, “How would you like to meet a man 
who has six votes?” 

Mr. Erickson. No. 

Mr. HaAtitey. Well, you know that Frank Costello did support Mike Kennedy 
in 1942? 

Mr. Erickson. I don’t know that. 

Mr. HALLEY. You do not know that? 

Mr. ERICKSON. No. 

Mr. Hatirey. Did you ever read it anywhere? 

Mr. Erickson. No. 

Mr. HAuiEy, Did you ever discuss it with Frank Costello? 

Mr. Erickson. No. 
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Mr. HALLEY. You knew Frank Costello in 1942? 

Mr. ErtcKson. Yes. 

Mr. HALtey. And did you see him often in 1942? 

Mr. Erickson. I seen him often; yes. 

Mr. HatLey. Where did you see him? 

Mr. Erickson., Here and there, all over. 

Mr. HALLEY. Well, for instance? 

Mr. Erickson. In the street, here and there. 

The CHAIRMAN. Speak a little louder, please, Mr. Erickson. 

Mr. Erickson. I saw him all over, 

Mr. HALitey. Well, you just don’t bump into people in the street. You saw 
him at the Waldorf? 

Mr. Erickson. Yes. 

Mr. HAttry. At the barber shop? 

Mr. Ertckson. Yes. 

Mr. HALLEY. And at the North Grill of the Waldorf? 

Mr. Ertckson. Yes. 

Mr. HauLey. Did you ever see him at the Biltmore? 

Mr. Erickson. Yes. 

Mr. HALiey. Did you ever see him at the Garden Club? 

Mr. ErIcKson. Yes. 

Mr. HALirey. Did you play any golf with him? 

Mr. Erickson. That’s right. 

Mr. HALLEY. How often did you play golf with him? 

Mr. ErtcKson. I don’t know. 

Mr. HALLEY. Fairly frequently? 

Mr. Erickson. Yes. 

Mr. HALLey. With him and George Morton Levy? 

Mr. Erickson. Yes. 

Mr. HALLEY. Was it quite a common occurrence? 

Mr. EricKson. Yes. 

Mr. HALLEY. More than once a week? 

Mr. Erickson. Sometimes once a week, or sometimes twice a week. I don’t 
recall. 

The CHAIRMAN. Mr. Erickson, you are a great, big man. Please don’t talk in 
a whisper. Wecan’t hear you. Please speak up a little bit. 

Mr. HALLEY. You say you played sometimes once a week; is that right? 

Mr. Erickson. Sometimes twice a week. 

Mr. HALLEY. Speak a little louder. Try. 

Sometimes twice a week? 

Mr. ER1IcKSON. That’s right. 

Mr. HAtLey. And sometimes every 2 weeks? 

Mr. Erickson. That’s right. 

Mr. HALLEY. But it was a constant thing, this golf? 

Mr. Erickson. That’s right. 

Mr. HALiey. You and Costello? 

Mr. ErIcKSoN. That's right. 

Mr. HAtiey. And Levy? 

Mr. Erickson. That’s right. 

Mr. HALLey. And was Shoenbaum generally there? 

Mr. ErRIcKSON. Many times; yes. 

Mr. HAtLey. And that continued through 1943? 

Mr. Erickson. That’s right. 

Mr. HALLEY. About the same way? 

Mr. Ertckson. Off and on, you know. 

Mr. HALLEY. But it was almost a regular date; is that right? 

Mr. Erickson. That’s right. 

Mr. HALLEY. 1944? 

Mr. Erickson. That's right. 

Mr. Hatiey. Until when did you continue this golf? Right up to the time of 
your conviction? 

Mr. Erickson. That’s right. 

Mr. HALLey. Right up to 1949 and 1950? 

Mr. Erickson. That’s right. 

Mr. HALLEY. You and Costello and Levy continued playing golf? ’ 

Mr. Ertckson. That's right. 
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Mr. Hatiey. Didn't you tell Mike Kennedy that you could introduce him to 
a man with six votes? 

Mr. Erickson. No. 

Mr. HAutiey. In the Tammany committee? 

Mr. EricKson. No. 

Mr. Hauiey. And didn’t you, in fact, send Mike Kennedy to the Madison Hotel 
to meet Frank Costello? 

Mr. Erickson. No. 

Mr. Haury. If Mike Kennedy told that story specifically to somebody, would 
you say that Mike Kennedy was wrong? 

Mr. Erickson. Yes. 

Mr. Hatiey. You have no recollection of that having happened? 

Mr. Erickson. I have a recollection that it didn’t happen. 

Mr. Hauiey. There is no doubt in your mind, is there, that Costello did support 
Mike Kennedy? 

Mr. Erickson. I wouldn't know. 

Mr. Hatiey. But if he did, you had nothing whatsoever to do with it? 

Mr. Erickson. That’s right. 

Mr. Hatiey. Well, why were you interested in the National Democratic Club 
as a social club?) What particular facility did it have that made it attractive 
to vou? 

Mr. Erickson. Well, you know how people solicit you to join a club, and you 
say “Fine,” and they say, “We will have a nice time down there, and have a few 
drinks,” and I joined it. 

The CnHarrMAN. Speak a little louder, please, Mr. Erickson. 

Mr. HALLEY. You mean you just joined it to have a few drinks and a meal; 
is that right? 

Mr. ErtcKkson. A social club. 

Mr. Hatiey. And did you ever talk politics to anyone down there? 

Mr. ErtIcKson. No; nobody talked politics to me. 

Mr. HAtiey. Did anyone ever ask you for political advice? 

Mr. Erickson, No. 

Mr. HALLEY. Do you remember whether Joseph B. Lascalzo ever asked you for 
political advice? 

Mr. Erickson. No, no. 

Mr. HAtLey. Did you ever talk politics to Frank Costello? 

Mr. Erickson. No. 

Mr. Hattey. At no time? 

Mr. Erickson. At no time. 

Mr. HALLEY. Now, what other clubs do you belong to for social purposes besides 
the National Democratic Club? 

The CHAIRMAN. Well, give us any that you can think of right off. Let us zet on. 

Mr. Erickson. I can't think of any right now. 

Mr. Hauiey. Inf 1949 did you file an income tax return indicating that your net 
income for the year was $132,000? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HAtiey. Did you file an income tax return in 19497? 

Mr. Erickson. I did. 

Mr. HALLEY. Did you file one in 1948? 

Mr. Erickson. I did. 

Mr. Hatiey. Do you remember what you filed as your net income for that year? 

Mr. Erickson, I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HAttey. Was it $169,000 in 1948? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. Hatrey. In 1937 did you file an income tax return indicating a net income 
of $194,000? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me, 

Mr. Hauiey. I am not asking you if that was the incoine. I am simply saying 
that was the figure filed on your return. 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 

Mr. HAuiey. You understand your return is a matter of record in any event? 

Mr. Erickson. I refuse to answer on the ground that it might tend to incrimi- 
nate me. 
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Mr. HALLEY. In 1946 did you file an income tax return showing an income of 
$184,000? 

Mr. Erickson, I refuse to answer on the ground that it might tend to incrimi- 
nate me, 

Mr. Hattey. Do you have an interest in the Park Avenue-Fifty-ninth Street 
Corp.? 

Mr. Erickson. I do. 

Mr. Hatiry. And what does that corporation operate? 

Mr. Erickson. It owns the building and it operates, at this time, it is operating 
a theater and stores and the rental of the building. 

Mr. HAutiey. What is the name of that theater? 

Mr. Erickson. Park Avenue Theater. 

Mr. HALLEY. And who are your coowners in that enterprise? 

Mr. ERICKSON. Walter Reed and his family. 

Mr. HALLEY. Walter Reed and his family? 

Mr. ERICKSON. Yes. 

Mr. Hairy. Are there any others? 

Mr. ErtcKson. My brother and—— 

Mr. HALLEY. Please speak up. 

The CHAIRMAN. Your brother and who else? 

Mr. ERickson. And Walter Reed’s family. 

Mr. HALLEY, Your brother and Walter Reed’s family? 

Mr. ER1cKson. That's right. 

Mr. HALLEY. What other property besides the Park Avenue Theater does the 
Park Avenue-Fifty-ninth Street Corp. own? 

Mr. Erickson. I refuse to answer on the ground it might tend to incriminate 
me. 

Senator Toprey. Mr. Erickson, just one question. 

Mr. ERICKSON, Surely. 

Senator Tosrey. If you were lost in the woods somewhere out in the country, 
and the shades of night were falling fast, and the owls began to hoot and the 
eerie stones of night gathered around and you wanted a helping hand, would 
you speak no louder than that, or would you holler as loud as you could? 

Mr. ErrcKson. The last time I spoke to you, Senator, IT spoke too loud. 

The CHAIRMAN. You mean you think if you hadn't spoken so loud to Senator 
Tobey you might be better off today? 

Mr. Erickson. Yes. 

Senator Topey. We didn’t use vou very badly down there 

Mr. ERtcKsSoN. You assured me nothing could happen to me. 

Senator Tosey. I beg your pardon? 

Mr. Erickson. I say, you assured me nothing could happen to me. 

The CHAIRMAN. Well, Senator Tobey didn’t do anything to you? 

Mr. ErtcKson. No, he is a good Senator 

The CHAIRMAN. Well, that is the first good answer you have given today, 
that he is a good Senator. 

Mr. Erickson. Thank you. 

Mr. Corstn. A lot of good refusals to answer, though. 

Mr. HALLEY. Did you ever lend any money to Frank Costello? 

Mr. Erickson. I refuse to answer on the ground that it might tend to in- 
criminate me, 

Mr. HaAtrey. Did you, during the vear 1946, lend Frank Costello $25,000? 

Mr. Erickson. I refuse to answer on the grounds it might tend to inecrimi- 
nate me. 

Mr. Hairy. Did you, during the vear 1947? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. Did you not, during the vears of 1946 and 1947, borrow $100,000 
from the Pennsylvania Exchange Bank, or one of its officers? 

Mr. Ertckson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hairy. Do you remember borrowing or receiving $100,000 in cash from 
the head of the Pennsylvania Exchange Bank, Mr. Gallagher? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. ° 

Mr. Hautiey. Do you know William Gallagher? 

Mr. Erickson. Yes, sir. 

Mr. HaLLey. Have you ever had a bank account in the Pennsylvania Exchange 
Bank? 
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Mr. Ertckson, I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. Isn’t it a fact that you have had several bank accounts in that 
bank under false names? 

Mr. Erickson. | refuse to answer on the grounds it might tend to incriminate 
me, 

Mr. Hautiey. Have you ever had an interest in the Anderson Galleries? 

Mr. ErtcKson. Well, that is the same corporation. 

Mr. Hautiey. The same corporation? 

Mr. Erickson. That owns the Park Avenue. 

Mr. Ha.Liey. Another property, though, is it not? 

Mr. Erickson. It is the same property. Originally it was the Anderson 
Galleries. 

Mr. Hatiry. Then you built the theater? 

Mr. Erickson. That’s right. 

Mr. Hatirey. Now, are you in the oil business? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. Did you ever go into an oil venture with Frank Costello? 

Mr. Erickson. | refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatitey. Did you ever hear of the Bruil Petroleum Corp.? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. Hatiey. Is it not a fact that you approached Frank Costello in the barber 
shop at the Waldorf Astoria, and asked him whether or not he would go into 
an oil venture with you? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Senator O’Conor. Mr. Chairman, might I just interrupt the proceedings to 
make one observation. It is this: 

That certainly the witness has shown a contemptuous attitude. He is guilty, 
unquestionably, in the opinion of one of the members of the committee, of a direct 
and outrageous affront to the United States Senate because, by no stretch of 
the imagination, could the constitutional safeguards ever have been intended to 
allow a witness to come before a duly constituted Senate committee and impede 
its efforts, and to frustrate the purpose for which it was sent here from Wash- 
ington to do. 

Consequently, I think the witness ought to be cited for contempt. He has 
violated, is violating, and apparently intends to continue to violate every rule 
and requirement by which this Senate committee is vested with authority to 
conduct investigations for the United States Senate, and for its action. And 
certainly it seems a waste of time. He is impeding and obstructing the 
functioning of this committee. If this is going to continue in regard to matters 
which, under no conceivable stretch of the imagination, can incriminate him, 
matters of record, matters concerning others with which he has nothing to do, 
conceivably, I certainly feel that this investigation will be rendered useless and 
futile if this is to continue. 

Inasmuch as he is the first witness who has undertaken to manifest this at- 
titude, I think, Mr. Chairman, in all due respect, that this is timely, and I 
should like here and now to lay before this committee, and for the consideration 
of the chairman at a later time, in the committee, a motion that this witness 
be cited for contempt of the Senate. 

The CHarrRMAN, Senator O'Conor, I think your remarks are well stated, and 
certainly accurate. 

I have been hoping all along that Mr. Erickson might relent and give the 
committee some information. But if he doesn’t do any better than he has 
up to this point, we will, of course, have no alternative but to take the action 
that you suggest. 

Let’s proceed on a while, and then after the afternoon meeting we will have 
an executive session and determine what we will do; and your motion will be 
made at that time. 

But, as we are going now, Mr. Halley, there doesn’t seem to be much necessity 
of asking Mr. Erickson many more questions. c 

Mr. Haury. In fact, Mr. Chairman, I had about come to the conclusion 
that there were no other subject matters which I cared to enter into with the 
witness refusing to answer. 
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The CHAIRMAN. You will proceed on with any further questions you have. 

Mr. Ha.iey. Do you know Meyer Lansky? 

Mr. Erickson. Yes. 

Mr. HaLLey. Have you ever had any business relationships with him? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALiey. Do you know Phil Kastel? 

Mr. Erickson, Yes. 

Mr. HALLEY. Have you ever had any business relationships with him? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me, 

Mr. HatLey. Do you know whether or not both of these men are professional 
gamblers? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. HatLey. Do you know Willie Moretti? 

Mr. Erickson. Yes. 

Mr. Hattey. Have you ever had any business relationships with him? 

Mr. Erickson, I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. HALLEY. Do you know Solly Moretti? 

Mr. Erickson. Yes. 

Mr. HALtey. Have you ever had any business relationships with him? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALitey. Do you know Rocco Fischetti? 

Mr. Erickson. I don’t believe so. 

Mr. Hatiey. Do you know Charles Fischetti? 

Mr. Erickson. I know him by sight. I know him to see, you know. 

Mr. Hauiey. Have you ever had any business relationships with Charles 
Fischetti? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. HAatiey. Do you know Mickey Cohen? 

Mr. Erickson. No. 

Mr. Hatiry. Did you know Benjamin “Bugsy” Siegel? 

Mr. Ertckson. No. 

Mr. Hatitey. Do you know Tony Accardo? 

Mr. Erickson. No. 

Mr. HaLitey. Do you know Mert Wertheimer? 

Mr. Erickson. I know him by sight. If I saw him on the street, I would 
know him. 

Mr. HaLiey. Wasn't he a partner of yours in the Colonial Inn? 

Mr. Ertckson. I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. Hatrey. Do you know Joe Massie? 

Mr. Ertckson. I know him by sight. 

Mr. HALLEY. When you say you know him by sight, do you intend to indi- 
cate that you have no personal relationship with him? 

Mr. Erickson, I refuse to answer on the grounds it might tend to inerimi- 
nate me. 

The CHAIRMAN. Is he from Detroit? Is that Joe Massie from Detroit? 

Mr. Hauitey. That is Joe Massie from Detroit. You know him, don’t you? 

Mr. ErtcKkson. I know him by sight, ves. 

Mr. Hatuey. Haven't vou been in business with him? 

Mr. Erickson, I refuse to answer on the grounds it might tend to inerimi- 
nate me. 

Mr. HAtiey. Do you know William Bishop, who is generally called Lefty 
Clark? 

Mr. Erickson. I know him by sight, yes. 

Mr. Hauiey. Well, he has been a partner of yours, has he not? 

Mr. Ertckson, I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. HALLEY. Do you know Little Augie Pisano? 

Mr. Erickson, Yes, 

Mr. Haniey. Were you ever in business with him? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me, 
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Mr. HALLEY. Did you know Al Capone? 

Mr. Erickson. No. 

Mr. HALiey. Did you know Charles “Lucky” Luciano? 
Mr. ERICKSON. No. 

Mr. HALLEY. Do you know John Patton? 

Mr. Erickson. Yes. 


Mr. HAtitey. He was a partner of yours in the Tropical Park Race track, 


wis he not? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLey. Well, did you own any interest in any race track in Florida? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLEY. I have no further questions. 

The CHAIRMAN. Senator O’Conor? 

Senator O’Conor. No further questions. 

The CHAIRMAN. Mr. Erickson, did Costello speak to you about keeping the 
bookies away from Roosevelt raceway ? 

Mr. Erickson. I don't recall. 

The CHAIRMAN. Did he ever talk with you about the bookie problem out 
there? 

Mr. EricKson. I don't recall him ever talking about that. 

The CHAIRMAN. Would you remember if he had? 

Mr. Erickson, I wouldn't remember. 

The CHAIRMAN. Did you have anyone operating at the Roosevelt raceway ? 

Mr. Erickson. No. 

The CHAIRMAN. You didn’t do any business there at all? 

Mr. Erickson. No. 

The CHAIRMAN. This Park Theatre property; didn’t you loan Mr. Reed the 
money to buy a good part of that? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. What interest in the corporation did you have? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. I mean, the percentage interest, not the amount of money you 
haveinit. Half of it, or a third of it? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 

The CHAIRMAN. You won't tell us about your oil holdings in Texas and other 
places places? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
hate me. 

The CuatRMAN. Did you send Abe Ellenberg, Mr. Erickson, down to Florida 
to represent you in any matters? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

The CHAIRMAN. Has he ever represented you? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
hate me. 

The CHAIRMAN. He was a New York attorney, wasn't he? 

Mr. Erickson, Yes. 

The CuHarrMAN. And was he your attorney when he was in New York? 

Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
nate me, 

The CHAIRMAN. Were you in business at the Wofford Hotel with Mr. Allenberg? 

Mr. Erickson. I refuse to answer on the grounds that it might tend to incrimi- 
pate me. 

The CuHarRMAN. Do you know Carroll, out in St. Louis? 

Mr. Erickson. Yes. 

The CHAIRMAN. Jimmy Carroll? 

Mr. Erickson. Yes. 

The CHAIRMAN. Did you ever do any business with him? 

Mr. Ertcxson. I refuse to answer on the grounds it might tend to incrimi- 
nate me. 

The CnHarRMAN. Do you know Rosenbaum, down in Cincinnati? 

Mr. Erickson. I know him, yes. 

The CHatrrMAN. Did you ever do any business with him? 
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Mr. Erickson. I refuse to answer on the grounds it might tend to incrimi- 
hate me, 

The CHAIRMAN. Can you tell us anything about how these basketball pools 
work, Mr. Erickson? Can you tell us anything about them? 

Mr. Erickson. I couldn't tell you anything about them. 

The CHAIRMAN. You could tell us. 

Mr. Erickson. It seems I didn’t know very much about it after what I read 
in the newspapers. 

The CHarrMAN. How is that—it seems you didn’t know much about it? 

Mr. Erickson. You read the newspaper; haven't you? 

The CHAIRMAN, Yes, but I haven't read anything much about you 
nection with it. 

Mr. Erickson. That's why I say I didn’t know anything about it. 

The CHAIRMAN. Tell us how they work—just what you professionally know 
about it. 


Mr. Erickson. I refuse to answer on the grounds it might tend to incriminate 
me. 


The CHAIRMAN. I am not asking about what you did. 
basketball pools work, 

Mr. Erickson. I would refuse to answer on the grounds 
incriminate me. 

The CHAIRMAN. Did you know any of these people that were involved in this 
basketball matter? 

Mr. Erickson. No, no. 

The CHAIRMAN. Did you handle any lay-off or book any bets on basketball 


games? 


in con- 


I am asking about how 


it might tend to 


Mr. Erickson. I refuse to answer on the grounds that 

riminate me. 

The CHAIRMAN. Did you ever fix a basketball player? 

Mr. Erickson, No. 

The CHAIRMAN. You never did that? 

Mr. Erickson. No. 

The CHAIRMAN. Do you know this fellow, Salvatore Sallazzo? 

Mr. Erickson. No. 

The CHAIRMAN. You never saw him? 

Mr. Erickson. No. 

The CHAIRMAN. You don’t know him at all? 

Mr. Erickson. No. 

The CHAIRMAN. Anything else, Mr. Halley? 

Mr. Hatley. Not from this witness. 

The CHAIRMAN. Senator Tobey, do you want to ask Mr. Erickson questions? 

You asked him some very good ones when he was before your committee before. 
Senator Tosey, I don’t want to ask any questions. 

observation. 


it might tend to in- 


= 


I just want to make an 


As I sat here and listened to the testimony of the witness, 99 percent of which 
consisted of saying, “I refuse to answer on the ground that it might tend to 
incriminate me,” I looked out at the Hudson River and the beauty on this side, 
and I thought of America and New York and all the liberties under the Constitu- 


tion. I just thought how Frank Erickson, when he walks out of this courtroom 


today, goes to his home—or, back to his temporary abiding place—ought to 


sing a te deum in his heart and say, “Thank God, this hearing isnt’ being held 
in Soviet Russia.” 
Mr. Erickson. I do; I do. 


Senator ToBEY. You know what would happen to you, don’t you, there, pronto? 
That is said in the best of feeling. 

The CHAIRMAN. You don’t want to change your mind and really tell us some 
information which would be very useful, do you, Mr. Erickson? 

Mr. ErtcKson. I have no information. 

The CHAIRMAN. There would be a lot of things you could tell us about which 
would be of great interest. 

Mr. Erickson. I am sure I have nothing. 

Senator O’Conor. Mr. Erickson, what I said previously was not said with any 


intimidation or to force you to testify. It was, however, and is in an endeavor 


to give you the opportunity to state what you know regarding others, if not 
about yourself, and about matters which will not tend to incriminate you but 


which you unquestionably know about others. And again I repeat that by refus- 
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ing to do so, you are not only giving a direct and an outrageous affront to the 
United States Senate, but you are attempting to nullify all that this committee is 
undertaking to do. And for that reason, I think unquestionably, if you persist 
in your attitude, you are guilty of contempt of the United States Senate; and it is 
only because of the fact I feel a man ought to be advised of what opportunity he 
might have before he repeats that refusal that I make that comment before you 
leave the stand rather than after you leave the stand. I hope you understand 
that. 

Mr. Ertckson. I have no reply, Mr. Senator. 

The CHAIRMAN. All right, that is all, Mr. Erickson, and Mr. Corbin. 

I think I should tell you before you leave, however, that this is in subcommittee 
now, but later on today the committee will meet, and I have consulted with our 
two colleagues who are here, and we hate to have any trouble with you, Mr. 
Erickson, but you leave us no alternative but to do what we can to protect the 
integrity of the Senate against witnesses like you, who, without any logic at all— 
at least, as to most of the questions—just refuse to give us any information. 

Mr. Erickson. Thank you, sir. 

The CHAIRMAN, All right, sir. 

(Mr. Corbin and Mr. Erickson were excused.) 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 
ence to the contempts committed by Frank Erickson : 


MarcH 26, 1951. 


Memorandum to Senator Estes Kefauver, Chairman, re contempt of Frank 
Erickson (S. Res. 111) 


I have examined the record of the testimony of Frank Erickson in addition to 
hearing it at the time it was given, and it is my opinion, which has previously 
been conveyed to the committee, that the refusal by Frank Erickson to answer 
questions was contemptuous of the United States Senate and its Special Com- 
mittee to Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the com- 
mittee’s legal staff, I have advised the committee and now certify that the con- 
tempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might 
incriminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 

RubOoLPH HALLEY, 
Chief Counsel. 


O 
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PROCEEDINGS AGAINST JOSEPH DOTO, ALIAS 
JOE ADONIS, FOR CONTEMPT OF THE SENATE 


Marcu 30 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8S. Res. 112] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Sen- 
ate by Senate Resolution 202, Eighty-first Congress, second session, 
‘aused to be issued a subpena to Joseph Doto, alias Joseph Adonis, 
1020 Dearborn Road, Fort Lee, N. J. The said subpena directed 
Joseph Doto to be and appear before the said committee forthwith 
at room 318, Senate Office Building, Washington, D. C., then and 
there to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of the subpena was the 11th day of September 1950. Attendance pur- 
suant to said subpena was had on December 12, 1950, and again on 
March 12, 1951, at which time the witness appeared. The subpena 
served upon said Joseph Doto is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To JosePH Doro, alias JoseEpH ADONIS, 1020 Dearborn Road, Fort Lee, N. J., 
Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before 
the Senate Committee To Investigate Organized Crime in Interstate Commerce 
of the Senate of the United States, forthwith, at 9:30 o’clock a.m., at their 
committee room 318, United States Senate Office Building, Washington, D. C., 
then and there to testify what you may know relative to the subject matters under 
consideration by said committee. To produce all books and records, including 
journals, ledgers, invoices, bank statements, canceled checks, checkbook stubs, 
safety deposit box receipts, vouchers, accountants, work papers, financial state- 
ments, payroll records, credit reports, ete., 1940 to date, of all your business 
connections and activities. 
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Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Patrick Murray, or J. F. Elich, or Howard Brand, or Thomas Myers to 
serve and return. 

Given under my hand, by order of the committee, this 11th day of September, 
in the year of our Lord 1950. 

Estes KrEFAUVER, 
Chairman, Committee To Investigate Organized Crime in Interstate 
Commerce. 


The said subpena was duly served as appears by the return made 
thereon by Thomas E. Myers, who was duly authorized to serve the 
said subpena. The return of the service by the said Thomas E. Myers 
being endorsed thereon is set forth as follows: 


NOVEMBER 27, 1950. 

I made service of the within subpena by personal service on the within-named 
Joseph Doto, alias Joseph Adonis, at Bergen County Courthouse, Hackensack, 
N. J., at 10:40 a. m., on the 27th day of November 1950. 

THOMAS E. MYERs. 


The said Joseph Doto pursuant to said subpena and in compliance therewith 
appeared before the said committee to give such testimony as required by virtue 
of Senate Resolution 202, Eighty-first Congress, second session. Joseph Doto 
having appeared as a witness and having been asked questions, which questions 
were pertinent to the subject matter under inquiry, made answers as appeared 
in the record of the hearing on March 12, 1951, at room 2804, United States 
Courthouse, Foley Square, New York, N. Y., which record is annexed hereto 
and made a part hereof and designated “Annex I.” 

As a result of said Joseph Doto’s refusal to answer the questions pursuant to 
the said inquiry, as appears in the record annexed, consisting of pertinent 
excerpts from the testimony of that day, the committee was prevented from 
receiving testimony and evidence concerning the matter committed to said com- 
mittee in accordance with the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pursuant to 
the committee’s inquiry propounded to Joseph Doto pertinent to the subject 
matter which under Senate Resolution 202, Eighty-first Congress, second session, 
the said committee was instructed to investigate, and the refusal of the witness 
to answer questions as set forth in annex I, is a violation of the subpena under 
which the witness was directed to appear and answer pertinent questions to 
the subject under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and pertinent testimony 
and places this witness in contempt of the United States Senate. 

At the committee hearing in New York, N. Y., on March 12, 1951, there was 
present a quorum of the committee, as set forth in the record annexed, consisting 
of the chairman and Senators Tobey and O’Conor. 

After reviewing the testimony and other facts as set forth herein, the com- 
mittee adopted a resolution, as set forth below: 


SpecIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF AN EXECUTIVE MEETING, SATURDAY, MARCH 17, 1951 


An executive meeting of the Senate Crime Investigating Committee was held 
March 17, 1951, room 210, Senate Office Building, attended by Chairman Kefauver, 
Senators Wiley, Tobey, and Hunt. Also present were Messrs. Rice and Amis. 
Notes were made by Miss Coutsonikas. 

Shairman Kefauver reviewed the matters developed during the New York open 
hearings and advised that it was contemplated that the hearings would continue 
through Monday, Tuesday, March 19 and 20, and possibly Wednesday, March 21. 

The testimony and deportment of witnesses Frank Erickson, Joe Doto (alias 
Joe Adonis), and Frank Costello were discussed and on motion those present 
unanimously voted to recommend that these individuals be cited for contempt of 
the Senate. 

It was unanimously resolved that the record of the New York hearings be 
forwarded to the United States attorney for the second district of New York 
for study in connection with possible perjury violations. 


Estes KrEFAUVER, Chairman. 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
New York, N. Y., Monday, March 12, 1951. 
The committee met, pursuant to notice, at 10 a. m., twenty-eighth floor, United 
States Courthouse, Foley Square, New York City, N. Y., Senator Estes Kefauver 
(chairman) presiding. 
Present: Senators Kefauver (chairman), Tobey, and O’Conor. 
Also present: Rudolph Halley, James Walsh, Alfred Klein, Joseph Nellis, David 
Shivitz, Reuben Lazarus, and Louis Yavner, counsel. 
e a & * a * + 


Mr. Hatiey. Joe Adonis will be the next witness. 

The CHAIRMAN. Will Mr. Adonis take the stand? Do you swear that the 
testimony you are about to give before this committee shall be the truth, the 
whole truth, and nothing but the truth, so help you God? 

Mr. Aponts. I do. 

The CyatrMan. Mr. Adonis, we haven't had a witness all day who talked loud 
enough. Can you do better? 

Mr. Apontis. I will try my best, sir. 

The CHarrRMAN. All right, sir. Let the record show that———— 

Mr. Aponis. Mr. Corbin. 

The CHAIRMAN (continuing). Mr. Corbin is appearing with Mr. Adonis. 

Mr. Hautey. Mr. Adonis, you have testified at some length before the committee 
at an open session, and I do not intend to review again the matters you testified 
about, particularly since you refused to answer so many of the questions. But 
there are some further matters the committee has in mind, about which you have 
been recalled, and I will try to proceed directly with them and call your attention 
to them. 

The first, Mr. Adonis, has to do with your political activities, if any, in 
Brooklyn, N. Y. 

Would you state to the committee whether you ever took part in any political 
campaign ? 

Mr. Aponis. Mr. Halley, may I make a statement before we proceed? 

Mr. HALiey. Go right ahead. 

Mr. Aponis (reading) : When I was previously before this committee in Wash- 
ington, I stated the reasons why I felt it necessary to avail myself of my con- 
stitutional privilege to refuse to answer questions. I stated at that time that 
members of this committee and other members of the Federal Government had 
been publicly proclaiming that I was a member of a nationally organized crime 
syndicate and were seeking to link me up with charges of organized crime in 
and between various States, as well as crimes under Federal income tax laws, 
antiracketeering laws and other Federal laws. 

Since my previous appearance, the press has carried a release by this com 
mittee, alleging that I am a member of a crime syndicate operating throughout 
the East and acting in conjunction with another crime syndicate in Chicago 
The release also asserted that one Luciano sits in Italy as arbitrator of all 
disputes among the various crime syndicates. It is further said that I am a 
member of an organization known as the Mafia which controls crime on an 
interstate and national basis. 

This committee has also suggested and implied that efforts have been made 
by me to get into certain legitimate businesses and to use racketeering methods 
therein, in order to expand the businesses, to prevent competition, and to use 
such businesses as an aid in concealing and covering up income-tax frauds. 

All of these statements and suggestions by the committee emphasize the fact 
that its sole purpose in calling me before it, is to try to obtain evidence to be 
used against me in criminal prosecutions. Indeed, certain local prosecutions 
have already been instigated against me in various States. There is no doubt 
in my mind that the committee wishes to instigate and support all possible 
additional proseeutions against me both of a State and a Federal nature. 

For these reasons, I see no reason to change my previous position, which is that 
I should not testify against myself in any respect. 
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Mr. Hattey. Is that a statement prepared by your counsel? 

Mr. Apontis. Both of us. 

Mr. Hatiey. You helped him prepare it? 

Mr. Aponts. Yes, sir. 

Mr. Ha.tiey. Now, you understand that any privilege you may have applies 
only to a specific question. You have no general privilege to come here and 
testify. Therefore, I shall address questions to you, with the committee’s per- 
mission, and in any case where the answer would tend to incriminate you, if you 
answer truthfuly, incriminate you of a Federal offense, then you have a privilege, 
and in no other case. 

Mr. Aponis. Proceed. 

Mr. HALLEY. Now, Mr. Adonis, did you ever make a political contribution to 
any campaign, State, local, or National? 

Mr. Avonts. I decline to answer that question on the ground that it might tend 
to incriminate me. 

The CHAIRMAN, Mr. Adonis, it is not any crime to make a political contribu- 
tion, so I have, therefore, to direct you to answer that question. 

Mr. ApoNIs. I decline to answer the question on the ground that it might tend 
to incriminate me. 

The CHAIRMAN. Would you mind specifying what crime or what connection 
it might have? 

Mr. Apontis. I refuse to answer that on the same grounds. 

Mr. Hauiey. Mr. Adonis, do you play golf? 

Mr. Aponis. I have played some. 

Mr. HALLEY. Have you ever played at the Lakeville Country Club? 

Mr. Aponis. Not that I reeall. 

Mr. HaLtey. Have you ever played golf with Mr. Charles Lipsky ? 

Mr. Aponts. No, sir. 

Mr. HALLEY. Do you know Mr. Charles Lipsky? 

Mr. Aponis. Very well. 

Mr. Hatiey. Have you ever played golf with Mr. Frank Quayle? 

Mr. Aponrs. Not that I recall. 

Mr. Hauiey. Do you know Mr. Frank Quayle? 

Mr. Aponis. Yes, sir. 

Mr. Hatutey. How long have you known Charles Lipsky ? 

Mr. Avontis. Oh, 20 years or better. 

Mr. HaLiey. How long have you known Frank Quayle? 

Mr. Aponis. Oh, a lot of years. Twenty-odd years, I guess. 

Mr. Hattey. When did you last see Charles Lipsky? 

Mr. Apontis. Just before, out in the waiting room. 

Mr. HaAuLey. Prior to seeing him here in the courthouse, when did you last 
see him? 

Mr. Avonts. I don’t recall that. 

Mr. Hatiey. Did you see him during the year 1950? 

Mr. Aponis. I believe I did. 

Mr. HAtitey. When and where? 

Mr. Abonis. I wouldn't recall. 

Mr. HALLEY. Do you know a man named McGoldrick? 

Mr. Aponis. Yes, sir. 

Mr. Hatiey. Did he arrange a meeting between you and Lipsky in 1950? I 
refer to Arthur McGoldrick? 

Mr. Apvonis. Yes; I know who you mean. 

I don’t recall that, whether he did or not. 

Mr. Hatiey. You were once in business with McGoldrick, were you not? 

Mr. Apontis. I decline to answer that question on the ground that it might tend 
to incriminate me. 

Mr. Hauitey. That was at the Piping Rock Casino in Saratoga, wasn’t it? 

Mr. Aponis. I decline to answer that question on the same grounds, 

Mr. HALLEY. Now, in 1950, did 

The CHAIRMAN. Mr. Counsel, can we have it understood that the chairman has 
directed him to answer? 

Mr. Corsin. Certainly. It is time-saving and will be expeditious. And may 
we have the same understanding as before? 

The CHAIRMAN Yes. 

Mr. Corsin. That is, when he says, “Upon the same grounds,” for instance, 
that he means upon the ground that his answer might tend to incriminate him— 
without repeating himself? 
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The CHAIRMAN, Yes; that will be understood. 

Mr. Hatiey. Now, do you remember in 1950 having been approached by Mr. 
Arthur McGoldrick with reference to meeting Charles Lipsky? 

Mr. Apvonis. I don’t remember. 

Mr. HaLLtey. Do you remember whether or not you saw Charles Lipsky? 

Mr. Aponis I believe I did during 1950, yes. 

Mr. Hatitey. Where did you see him? 

Mr. Aponis. I don’t recall that. 

Mr. HAtiey. Was it in a tailor shop? 

Mr. Aponis. It probably was. 

Mr. Hatiey. Well, to your knowledge? You know, to your knowledge—— 

Mr. Aponis. I say it probably was. 

Mr. Hatiey. Well, you know it was. It is not a matter of “probably.” Is 
there any doubt in your mind? 

Mr. Aponis. Yes; there is. 

Mr. HALLeEy. Is there any other place that the meeting may have taken place? 

Mr. ADONIs. I don’t know of any specific meeting. 

Mr. HALLEY. How often did you see Lipsky in 1950? 

Mr. Aponis. Not too often. 

Mr. HALLEY. How many times would you say you saw him last year? 

Mr. Aponis. Just a couple of times. 

Mr. Hatley. Two or three? 

Mr. ApONIs. Two or three. 

Mr. HALiey. Could it have been six? 

Mr. Aponis. I don’t believe so. 

Mr. Hairy. And where else besides in this tailor shop did you see Lipsky, 
at what other places? 

Mr. Aponis. I don’t reeall. 

Mr. HALLEY. Did you see him in any restaurant? 

Mr. Aponis. Maybe. 

Mr. HaLuey. Well, which is it? 

Mr. ApONIS. Well, I don’t remember. What do you want me to answer? 

Mr. HAtiey. I would like you to tell the truth. 

Mr. ADONIs. You would? Well, I am trying to. 

Mr. HALLEY. Can’t you remember where you saw Mr. Lipsky just last year? 

Mr. Avonis. No; I can’t. 

Mr. HALLEY. Not one of the places? 

Mr. ADONIS. Not one of them. 

Mr. HALLEY. But you do know you saw him? 

Mr. ApOonIsS. Yes; I remember I saw him, but I don’t know where. 

Mr. Hatiey. Do you remember what you spoke to him about the last time 
you saw him before seeing him here? 

Mr. ADOonIs. No, sir. 

Mr. HALLey. Are you afflicted with a poor memory? 

Mr. ADONIs. Not necessarily. 

Mr. HALLEY. And you can’t remember what you talked to Lipsky about last 
time you saw him? 

Mr. ADONIS. No, sir. 

Mr. HALLEY. Well, do you remember ever talking to Lipsky about Frank 
Costello? 

Mr. ADONIS. No, sir. 

Mr. HALLEY. You don’t? 

Mr. Aponts. I don't recall it. It may have been; it may not have been. 

Mr. HALLEY. You mean those things could have happened, and you just don’t 
remember? 

Mr. Aponis. They were general conversations, and had no significance, as 
far as I am concerned. 

Mr. Hattey. That is not general conversation. I am talking about a specific 
meeting in a tailor shop, arranged by McGoldrick, at which you talked to Lipsky 
about Frank Costello. Do you remember that? 

Mr. Aponis. I don’t recall the nature of the conversation. It wasn’t of any 
great importance so far as I was concerned. 

Mr. HALLEY. Mr. Adonis, it seems to me incredible that you should not have a 
better recollection of a meeting with Mr. Lipsky only a few months ago. 

Mr. ADoNIs. A few months ago? 

Mr. HALLeyY. He said it was during the fall of 1950. 
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Mr. Aponis. It might have been, but I don’t know what we talked about. It 
Wasn't anything special. 

Mr. HALLEY. Well, could it have been about who Mr. Costello was going to 
support for mayor? 

Mr. Aponis. I am not interested in that type of dealings. 

Mr. HALLey. I am sorry, I didn’t hear you. 

Mr. Aponts. I said I am not interested in politics. I don’t know why a discus- 
sion would come up along those lines. Mr. Lipsky well knows that. 

Mr. Hatter. If Mr. Lipsky testified here under oath that he had such a dis- 
cussion with you, would you disagree with him? 

Mr. ADONIS. No; I wouldn’t disagree with him. 

Mr. HALLEY. You wouldn't say that he was wrong? 

Mr. ADonIs. He may have a better memory. 

Mr. HALLEY. He may have a better memory than you? 

Mr. ADoNIs. That's right. 

Mr. Hatiey. Well, what do you remember about the conversation with Mr, 
Lipsky in the tailor shop during the year 19507 

Mr. ApontIs. There wasn’t anything of any importance that I should remember. 

Mr. HALLEY. You can’t remember any talk? 

(The witness shook his head.) 

Mr. HALLEY. Why meet in a tailor shop? 

Mr. Aponis. I might have been going there. It might have been my tailor. 

Mr. HALLey. Isn’t that an unusual place to have a meeting. 

Mr. ADONIS. No. What kind of meeting? You are making a great issue of a 
meeting that I never added any importance to it. 

Mr. HALLEY. I am trying to refresh your recollection, Mr. Adonis. 

Mr. Aponis. Yes. 

Mr. HALLEY. On what happened when you saw Mr. Lipsky in a tailor shop. 

Mr. ADonIs. Nothing happened, as far as I am concerned. 

Mr. HALLey. Well, how did the meeting come about? 

Mr. Aponis. Well, we have known ourselves for years. 

Mr. HALLEY. You have known yourself and he has known himself, but how did 
you get together in this tailor shop? 

Mr. Aponis. By prearrangement, I suppose. 

Mr. HALLEY. Who made the arrangement, and how? 

Mr. Aponis. Maybe McGoldrick did. He might have called me at home. We 
have exchanged calls time and time again. 

Mr. HALitey. You have no recollection whatsoever of that matter? 

Mr. Aponis. No, sir. 

Mr. HaLiey. None at all? 

Mr. Aponis. No. 

Mr. Hattey. Your mind is a blank about it? 

Mr. Aponis. Absolute blank. 

Mr. Hairy. Did you ever have any interest ‘in politics? 

Mr. Aponis. Meaning what? 

Mr. Hatiey. Meaning did you ever have any interest in politics? 

Mr. ApontIs. No interest whatsoever. 

Mr. Hatiey. You ran a restaurant in Brooklyn about 20 years ago, on Carroll 
Street and Fourth Avenue? 

Mr. Aponis. That’s right. 

Mr. Hatiey. And then closed that restaurant up, and your brother opened 
another restaurant on Pineapple Street; is that right? 

Mr. AponIs. That’s right. 

Mr. Hatitey. And a great many people who were active in politics frequented 
your restaurant, did they not? 

Mr. ApontIs. That’s right. 

Mr. Hatiey. And you became acquainted with them; isn't that right? 

Mr. Aponis. That’s right. 

Mr. HAtiey. And did you ever, from time to time, give any of them money to 
help them in a primary fight? 

Mr. Aponis. I refuse to answer that question on the ground that it tends to 
incriminate me. 

Mr. HAtiey. You understand that you are directed to answer that question? 

Mr. Aponis. Yes, sir. 

Mr. Hatiey. Did you ever have any discussions with Mr. Lipsky about your 
giving people money in connection with primary fights in the Borough of Brook- 
lyn, Kings County, New York City? 
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Mr. Aponts. I don’t recall any such discussion. 

Mr. HauLey. Do you remember ever telling Mr. Lipsky that you thought you 
were a sucker, putting so much money into political fights? 

Mr. Aponis. Not that I recall. I had no interest in it. 

Mr. HALLEY. Well, aside from any discussions with Mr. Lipsky, are you able 
to state under oath that you never did give anybody any money to help in a 
primary fight? 

Mr. Apontis. I decline to answer that question on the ground that it tends to 
incriminate me. 

Mr. Hauirey. Did you ever send money into an assembly district to help in a 
primary or an election campaign? 

Mr. ADontIs. Not to my knowledge. 

Mr. HALLEY. Did you ever hire men to go into a district and help one or an- 
other candidate in a campaign? 

Mr. Adonis. Not to my knowledge. 

Mr. HALLEY. How long have you known Frank Quayle? 

Mr. Avonis. Twenty-five or 30 years. 

Mr. HALLEY. And how long have you known Judge Joyce? 

Mr. Aponts. Oh, since I was a boy ; 80 years or better. 

Mr. HALuey. Are these people who stayed at your restaurant and ate there 
frequently? 

Mr. Aponis. Yes, sir. 

Mr. HALLEY. Why did these people come to your restaurant to eat; do you 
know? 

Mr. Aponis. I couldn’t answer that question. 

Mr. Hauiey. Did Jerome Ambro come to your restaurant frequently? 

Mr. ADONIS. Yes, sir. 

Mr. Hatxrey. And did District Attorney Geoghan come to your restaurant fre 
quently? 

Mr. Aponis. Not as I recall. 

Mr. Hatiry. Did he ever? 

Mr. Adonis. I wouldn't recall that. 

Mr. HAuiey. Did you know him? 

Mr. ADonts. Slightly. 

Mr. HALLEY. Did you ever support Geoghan in a fight for the district attorney’s 
position against Sam Liebowitz? 

Mr. Aponis. Not that I recall. I never took any active or inactive interest. 

Mr. HALLEY. Do you remember in 1935 that the regular organization did buck 
Sam Liebowitz and supported Geoghan for district attorney? 

Mr. Aponis. That is very hazy in my mind, sir. 

Mr, HALLEY. That is hazy in your mind? 

Mr. ADONIS. Yes. 

Mr. HALieY. Do you remember knowing Jerry Ambro at that time? 

Mr. Aponts. Yes, sir. 

Mr. Hatiey. And do you remember knowing Frank Quayle at that time? 

Mr. ApDONIs. Yes, sir. 

Mr. HALLEY. Quayle was sheriff, was he not? 

Mr. Adonis. I believe he was, at that time. 

Mr. HAttey. And at that time Ambro was undersheriff? 

Mr. Aponis. I believe he was. 

Mr. Hatitey. Do you remember that Ambro was fired out of his job as under- 
sheriff for failing to go along with Geoghan? 

Mr. Aponis. No; I didn’t remember any such thing. 

Mr. Hattey. Did you ever discuss with Quayle the question of whether or 
not Ambro should be summarily dismissed as undersheriff? 

Mr. Aponis. No, sir. 

Mr. Hairy. Did you know whether Mr. Ambro was dismissed? 

Mr. Aponis. There were some rumors to that effect. 

Mr. Hatiey. There were some rumors? 

Mr. Aponis. I took no interest in them, 

Mr. Hairy. Did you ever talk to Ambro about it? 

Mr. Aponis. No, sir. 

Mr. Harrey. Up to that time he had been at you restaurant quite often; is 
that right? 

Mr. Aponis. Yes, sir. 
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Mr. Hattey. After that time you didn’t see him again? 
Mr. Aponts. Yes, I did. 


Mr. Hatiey. You did? 

Mr. Aponis. Yes. 

Mr. Hatiey. When did you-see him after he was dismissed as undersheriff? 

Mr. Aponis. Oh, I don’t know. I saw him several times after that. 

Mr. Hatiey. Did he ever discuss with you the reasons for his being fired? 

Mr. Apvonis. He might have, but it was unimportant to me. 

Mr. Hatey. It was quite important to him, was it not? 

Mr. Aponts. It might have been to him, but it was unimportant to me; so I 
didn’t have any interest in it. 

Mr. Hatiey. What kind of discussion did you have with him about that? 

Mr. Aponis. I don’t recall any specific discussions on that subject. 

Mr. Hatxiey. Did he ever ask you why he had been fired? 

Mr. Aponts. How would I know? 

Mr. Hatitey. You were a good friend of Quayle’s at that time, were you not? 

Mr. Aponis. I had never mingled in that. 

Mr. HAtitey. What do you mean by that? Was your friendship confined to 
social events? 

Mr. Aponis. I tried to keep it as such; yes, sir. 

Mr. HALLey. You didn’t mingle in politics at all? 

Mr. Aponis. No, sir. 

The CuarrMaAn. Mr. Adonis, a little louder; we can’t hear you. 

Mr. Aponis. I am sorry. 

Mr. Hatiey. What sort of social relationships did you have? For instance, 
with Quayle? 

Mr. Aponts. Well, dinner, and go out to dinner, and to a show, maybe; and 
things of that nature. 

Mr. Hatiey. Did you have such social relationship with any other people 
prominent in Brooklyn politics? 

Mr. Aponts. Not that I recall. 

Mr. Hatrery. Just Quayle? 

Mr. Aponis. That’s right. 

Mr. Hairy. Well, you did have such social relationship with Charlie Lipsky, 
did you not? ; 

Mr. Aponis. Well, if you can consider him a politician; yes. 

Mr. Hatiey. And Frank Kelly? 

Mr. Aponis. No relationship of any kind. 

Mr. HALiey. You saw a great deal of him, did you not? 

Mr. AponIs. I would see him; yes. 

Mr. HatLey. He would come to your restaurant very often? 

Mr. Aponis. I don’t see him too often; no. I don’t know if he was ever there. 

Mr. HALLEY. Several witnesses have said he was there very often. 

Mr. Aponis. Then they may be right. 

Mr. Hatiey. They may be right? 

Mr. Aponis. Yes, sir. 

Mr. Hatiey. How about Kenneth Sutherland; did you know him well? 

Mr. Aponts. Yes, sir. 

Mr. Hatrgy. And Irwin Steingut? 

Mr. Aponis. Yes, sir. 

Mr. Harry. And Anthony DiGiovanni? 

Mr. Aponts. Yes, sir. 

Mr. Hartey. And Bill O’Dwyer? 

Mr. Aponis. Slightly. 

Mr. Hatiey. And Jim Moran? 

Mr. Aponis. Slightly. 

Mr. Hatriey. And Sheriff Mangano, James Mangano? 

Mr. Aponts. Very well. 

Mr. HAttry. You knew him very well? 

Mr. Aponis. Yes. 

Mr. Hatiey. In fact, were you not a guest of honor at a dinner given at the 
St. George Hotel in honor of Mangano? 

Mr. Aponis. That’s right. 

Mr. Hatxey. To that extent, you did mix in politica] affairs; is that right? 

Mr. Aponis. Oh, frequently, a lot of them. 
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Mr. HALLEY. You made a point of going to a lot of these dinners? 

Mr. ADONIS. Not a point of them. I felt that I was obligated; just where I was 
obligated to. If they were friends of close nature. 

Mr. HaLiey. How would you be obligated to go to these dinners? 

Mr. Aponis. If a fellow was that close to me, and he asked me to go to a 
dinner, I would go. 

Mr. Hattey. In other words, you went to the dinner for Mangano because you 
were asked to go by him? 

Mr. Aponis. That’s right. 

Mr. Hatiey. For who else did you ever go to a dinner? 

Mr. Aponis. Oh, I wouldn’t reeall. 

Mr. Ha.iey. Did Quayle ever ask you to go to a dinner? 

Mr. Aponis. I have been to his dinners. 

Mr. Hatiey. You have been to his dinners? 

Mr. Aponis. Yes. 

Mr. HaLLey. When you went, did you buy a table of many seats, or would you 
just go alone? 

Mr. AboNiIs. No; I probably bought a table. 

Mr. Hatiey. And you would invite guests? 

Mr. Apbonts. Right. 

Mr. Hatiey. Did Kenneth Sutherland ever ask you to buy a table at a dinner? 

Mr. Aponis. Not that I recall; I don’t know about him. 

Mr. Hatuey. Did Steingut? 

Mr. Apontis. I wouldn’t know. 

Mr. HALLEY. You just don’t remember one way or the other? 

Mr. Aponis. That’s right. 

Mr. Hauiey. DiGiovanni? 

Mr. ApoNIs. No; I never attended any dinner given by him. 

Mr. HALLEY. Now, Lipsky said that he discussed with you on some occasions 
your giving hand-outs and touches to—— 

Mr. ApoNis. Who did? 

Mr. HALtey. Lipsky. (Continuing:) To politicians and others. But we were 
talking particularly about politicians during primary campaigns. Do you recall 
any such conversations with Lipsky? 

Mr. Aponis. Along what lines? 

Mr. Hatiey. About whether or not it was advantageous for you to give finan- 
cial assistance to leaders in their primary fights in Brooklyn. 

Mr. ApDonIs. I don’t recall that; no. It might have come about. 

Mr. HALLEY. It might have come up? 

Mr. Aponis. Yes. 

Mr. Hairy. And do you still refuse to answer whether or not you ever did 
give such financial assistance? 

Mr. ADONIS. Yes, sir. 

Mr. HALLEY. What is your present business? 

Mr. Aponis. I don’t have any at the time. 

Mr. HALLEY. You have no business at all? 

Mr. ADONIs. No. 

Mr. HALLEY. Have you disassociated yourself from the Automotive Convey- 
ance Co.? 

Mr. Aponis. I decline to answer that question on the ground that it might 
tend to incriminate me. 

Mr. HALiey. How can that question possibly incriminate you? 

Mr. Aponis. Well, as I recall, Mr. Halley, we went over those questions in a 
previous hearing, and you specifically stated that we weren’t going to go over 
those questions again. 

Mr. HALLEY. The present question is whether, since then, you have given up 
any association with that business. 

Mr. Aponis. I still decline to answer on the same grounds. 

The CHAIRMAN, Allright. Let’s get on. 

Mr. HAuLiLEy. You just won't talk about your connection with the Ford Co.? 

Mr. ADoNIs. Well, if you want to put it that way. 

Mr. HALLEY. What other legitimate occupations have you had in the last 
5 years? 

Mr. Aponts. I decline to answer on the same grounds. 

Mr. HALLEY, Have you engaged in a business of producing television or selling 
television? 

Mr. ADONIS. I decline to answer on the same grounds. 
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Mr. HALLEY. Were you ever in a partnership in connection with the television 
business with Frank Costello? 

Mr. Aponis. I decline to answer on the ground that it might tend to incriminate 
me. 

Mr. HALLEY. Or with Meyer Lansky? 

Mr. AponIs. I decline to answer on the same grounds. 

Mr. HALLey. Or with any other persons? 

Mr. Aponis. I decline to answer on the same grounds. 

Mr. HALLEY. Do you know a man named Cheri? 

Mr. ADoNIs. Yes, sir. 

Mr. HALLEY. What is his full name? 

Mr. ADon1s, Charles Cheri. 

Mr. HALLEy. Charles Cheri? 

Mr. ADonIs. Yes. 

Mr. HALLEY. And he has some connection with this Automotive Conveyance 
Co. ; does he not? 

Mr. ADOoNIs. I decline to answer on the grounds it might tend to incriminate 
me. 

Mr. HALLEY. Do you know whether he has a relative named Muscio? 

Mr. ADoNIs. I wouldn’t know. 

Mr. HALLEY, A son-in-law? 

Mr. ADoNIs. I wouldn’t know. 

Mr. HALLEY. You wouldn’t know that? 

Mr. ADONIs. I know he has a son-in-law. I don’t know his name. 

Mr. HALLEY. Have you ever met his son-in-law? 

Mr. ADONIs. I don’t know whether I ever have or not. 

The CHAIRMAN. We can’t hear you, Mr. Adonis. 

Mr. ADONIs. I’m sorry. 

The CHAIRMAN, Do you know Alfred E. Muscio? 

Mr. ADoNIs, I don’t believe I do, no. 

Mr. HALLEY. Do you know a P. Vincent Viggiano? 

Mr. ADONIS. Who? 

Mr. HAtiey. Viggiano, Vincent Viggiano, a district leader in Manhattan. 

Mr. ADonIs. The name don’t mean anything to me. 

Mr. HALLEY. Do you know Louis DeSalvio? 

Mr. ADonis. That name don’t mean anything either. 

Mr. HALLEY. Or Duke Viggiano? 

Mr. Aponts. I wouldn't know. 

Mr. Hatiey. Those people are not known to you at all? 

Mr. ADONIS. No, sir. 

Mr. HALLEY. But do you know that Jerry has a son-in-law who is in politics? 

Mr. ApontIs. I know he has a son-in-law. His business I do not know. 

Mr. HALLEY. You don’t know his business? 

Mr. ADONIS. No, sir. 

Mr. Hatiey. You have met him? 

Mr. ADONIS. Maybe I have. 

Mr. HaALLey. Have you ever had occasion to put in a good word for Jerry’s 
son-in-law with Frank Costello? 

Mr. ADONIS. No, sir. 

Mr. HALLEY. Have you had anything to do with Muscio’s heing nominated 
for New York City Council? 

Mr. ApoNrs. No, sir. 

Mr. HALLEY. Did you ever discuss that with anybody ? 

Mr. Adonis. No, sir. 

Mr. HALLEY. Now, Mr. Adonis, do you know a man named Cassese? 

Mr. ADONIS. Who? 

Mr. HALiey. Cassese. I refer to Vincent Cassese. 

Mr. Aponis. The name don't mean a thing. 

Mr. HALLEY. C-a-s-s-e-s-e? 

Mr. ADONIS. Don’t mean a thing. 

Mr. HaLtey. Do you know Frank Leone? That is an alias of Cassese’s. 

Mr. Aponis. No, sir. 

Mr. HALLEY. Have you ever had anything to do with the policy racket in New 
York City? 

Mr. AponIs. Going back to the same questions now? 

Mr. Hatiey. No; this is very specific this time. 

Mr. ADONIS. Oh, I decline to answer on the same grounds. 
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Mr. HALLEY. Do you know a man named Frank Marro? 

Mr. ADontis. I don’t know whether I do or not. 

Mr. Hattey. Do you know a man named Petey Marino? 

Mr. Aponis. I don’t know as I do or not. 

Mr. HALLEY. Do you know Bucky Colucci? 

Mr. Aponts. I don’t know. 

Mr. HaLiey. Do you know Toto Morino? 

Mr. ADONIS. I don’t know. The name is familiar. 

Mr. Hatrry. The name is familiar. 

Mr. Aponts. Yes, sir. 

Mr. HALLEY. Do you say the name of Cassese is not familiar? 

Mr. Aponis. No, sir. 

Mr. Hattey. Is the name Leone also unfamiliar, Frank Leone? 

Mr. Aponis. Yes, sir. 

Mr. Hairy. Did you ever hear that two men named Cassese and Marino 
testified before the Grand Jury of Kings County? 

Mr. Aponis. Did I ever hear? 

Mr. HAuiey. Yes. 

Mr. Aponis. No, sir. 

Mr. Haruey. Did you ever have occasion to hold a kangaroo court for anys 
body? 

Mr. Aponis. What is the meaning of a kangaroo court? 

Mr. Hattey. Well, to set up an informal trial for anybody? 

Mr. AponIs. No, sir. 

Mr. HALLEY. You never had occasion to do it? Not at any time? 

Mr. Aponis. No, sir. 

Mr. Hatiey. Particularly did you have occasion to set up a kangaroo court for 
Cassese and Marro? 

Mr. Aponis. It’s all Greek to me. I don’t recall any such instance. 

Mr. Hattey. Did you have occasion to reprimand Cassese for having stated 
that he recognized Marro? 

Mr. ADoNIs. No, sir. 

Mr. Hairy. This matter is all foreign to you? 

Mr. Aponts. It’s all Greek. 

Mr. Hatiry. And you feel that Peter Marino and Toto Marino are also Greek 
to you, or is there a vague familiarity about them? 

Mr. Aponis. There is a vague familiarity, we will put it that way. 

Mr. HALLEy. Is it possible that you have eyer seen Toto Marino? 

Mr. ADoNIs. Yes; it could be. 

Mr. HA.uey. Is it possible that you have ever done any business? 

Mr. Aponis. No business. 

Mr. HALLEY. With Toto Marino? 

Mr. Aponis. No. 

Mr. HAtiey. Or had any business relationship with him? 

Mr. Aponis. No, sir. 

Mr. HALLey. Do you know Scarface Phil, also known as John Villafrate? 

Mr. Aponis. I don’t know who the gentleman is. 

Mr. HALLEY. Never heard of him? 

Mr. Apvonts. No. 

Mr. Hauitey. Do you know Joe Pitts? 

Mr. Aponis. Yes, sir. 

Mr. Hatiey. He is also known as Dominick Patieto? That is his real name? 

Mr. Aponts. I don’t know if I know him. If that’s the same, yes, I know him, 

Mr. HALLEY. Well, you know a gentleman know as Joe Pitts, is that right? 

Mr. ADONIS. Yes, sir. 

Mr. Hattry. Have you ever had any business relationships with him? 

Mr. Apontis. No, sir. 

Mr. Hatiey. Do you know whether or not he is a bookie? 

Mr. Apvonts. I wouldn’t know, sir. 

Mr. Hatiey. When did you last see Joe Pitts? 

Mr. Aponts. I don’t reeall. 

Mr. Hattey. Did you see Joe Pitts in the year 1951? 

Mr. ADONIS. No. 

Mr. HAtiey. Did you see him—— 

Mr. Aponts. I don’t believe I have. 

Mr. Hatiey. You don’t believe you have? 

Mr. ADOoNIs. No. 
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Hatley. Did you see him in the year 1950? 

ApoNn1s. I would say I have. 

HaLiey. How often? 

Aponrs. Very seldom. 

Hatley. Where did you see Joe Pitts in the year 1950? 

Aponis. I don’t know. It might have been somewhere in Brooklyn, Coney 


dsland, or something. 
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Hattey. Do you know whether or not he is a bookie? 
ADonIs. I wouldn’t know. 

Hatiey. He doesn’t work for you? 

Aponts. No, sir. 

HALLEY. Do you know Sam Nastacia? 

ApDoNIs. Who? 

HALLEY. Sam N-a-s-t-a-c-i-a, Sam Nastacia? 

Aponis. The name doesn’t mean anything. 

Hauiey. Did you ever hear of the Eskay Coal & Fuel Co.? 
AbDontIs. Eskay? 

Hatley. Yes, E-s-k-a-y Coal & Fuel Co.? 

ADONIS. No, sir. 

Hatiey. You never heard of it? 

ADONIS. No, sir. 

HaAutiey. Do you have any residence or place of business located at 24 


‘Thirty-ninth Street, Brooklyn? 
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ADONIS. No, sir. 

HALLEY. Have you ever had a Chrysler Club coupe? 
Aponts. No, sir. 

HALiey. 1947? 

ApDoNis. No, sir. 


Aponis. At no time. 

HALLEY. What type of automobile do you own? 

Aponis. A Mercury. 

Hatiey. Do you have any other automobile? 

ApontIs. My wife has one. 

HALLEY. What kind does she have? 

Aponts. Cadillac. 

Ha.iey. Are there any other automobiles in the family? 
Aponis. No, sir—the family? 

HA.Liey. Yes. 

ADONIs. My boy has got a ’41 Buick. 

Hatyiey. And there are no Chryslers in your family? 
ApDOoNIs. No, sir. 

HALLEY. Now, there is one matter we did talk about in Washington when 


you appeared, Mr. Adonis, that I do feel that we should go into again. Do 
you remember answering some questions about your stay at Hot Springs last 


year? 
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Aponts. Yes, sir. 
Hatiey. I think I asked you if you were there at the same time that 


Mr. Arthur Famisch was there; is that right? 
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Aponis. I believe that’s right. 
Hattey. I believe you did say you did see him when you were there; is 


that right? 
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Aponis. Yes; I believe that was the answer. 

Ha.iey. And that you knew him? 

Aponis. Yes, sir. 

HALLEY. You also said that there was E. J. McGrath there, is that right? 
Aponis. That’s right. 

Hau.ey. In fact, you and Mr. McGrath shared a suite; is that correct? 
Aponis. That’s correct. 

Hauiey. Is McGrath the brother-in-law of Dunn? 

Aponis. Yes, sir. 

Hautiey. The water-front man? 

Aponis. Yes, sir. 

Hattey. And McGrath also is a prominent person in water-front activi- 


tties, is he not? 
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Aponis. I don’t know how prominent he is. 
HAtuLey. Well, he is an official of a union, is he not? 
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Mr. Aponis. Not that I know of. 
Mr. Ha.tiey. Well, that is his business, is it not, water-front organization? 
Mr. Aponis. I believe it is. I don’t know in what capacity. 
Mr. Hatiey. I’m sorry. 
Mr. Aponis. I say, I don’t know in what capacity.. 
"y Mr. HAtiey. You have never talked to him about it? 
Mr. ADONIS. Very lightly. 
Mr. Hatiey. How well do you know McGrath? 
Mr. Avonts. I know him quite well. 
Mr. HALLEY. How long have you known him? 
Mr. ApoNis. Oh, 10 or 15 years. 
Mr. HALLEY. Have you ever had any connection with any water-front activity? 
Mr. ApvoNIs. No, sir. 
Mr. Hautiey. Have you ever before lived for any appreciable period of time 
with McGrath? 
Mr. Aponis. Not that I recall. 
Mr. HA.Ley. I believe the records of the Arlington Hotel at Hot Springs, Ark., 
show that you and McGrath checked in on April 17 and stayed until May 8, 
1950; is that correct? 
Mr. ADonis. Somewhere around there. 
Mr. Hatitey. And you occupied the same suite? 
24 Mr. Avonis. Yes, sir. 
Mr. HALLEY. And you were on very friendly terms? 
Mr. Avontis. Yes, sir. 
Mr. HALLEY. But you never talked about any of his business on the water front? 
Mr. Aponis. No, sir. 
Mr. Hatiey. Are you still on friendly terms with McGrath? 
Y Mr. Apvonis. Yes, sir. 
Mr. HALuey. Are you on friendly enough terms to know where he is now? 
The committee is looking for him. 
Mr. ApOoNIs. No, sir. 
’ Mr. Hatiey. We have a subpena out for him and we have not been able to 
find him. 
Mr. Aponis. Oh, you have? I didn’t know. 
Mr. Hatiey. Do you think you might see him in the next day or so and tell 
him that the committee is looking for him? 
Mr. ApoNntIs. I don’t believe so. 
Mr. Hatiey. Did you have any business with Mr. McGrath in the last 10 years? 
Mr. Aponis. Never had any business with McGrath. 
Mr. Hattey. You have never had any business relations with McGrath? 
Mr. AvboNIs. No, sir. 
Mr. HaAtiey. Just been good friends? 


en Mr. Aponis. Right. 
Do Mr. HALLEY. Have you had any dealings of any kind with any stevedoring 
ist union or stevedoring company? 


Mr. Aponis. Not that I know of. 
Mr. HALLEY. No activities whatsoever on the water front? 

at Mr. ADOoNIs. No activities. 
Mr. Hauiey. What is the basis of your friendship with McGrath? 
Mr. AvontIs. He is a nice fellow and I like him. 

is Mr. HAauiey. How did you get to meet him? 
Mr. Aponis. Oh, through some introduction somewhere along the line. 
Mr. HALLEY. Did you know his brother-in-law, Dunn, pretty well, too? 
Mr. Aponts. Slightly. 
Mr. HAuiey. He was a nice fellow, too? 


it? Mr. Aponis. Yes, sir. 
Mr. HALLEY. By the way, you know Meyer Lansky fairly well, don’t you? 
ct? Mr. Aponis. Yes, sir. 


Mr. HAuiey. Did you happen to be in Florida in 1947 when Lansky was down 
there with Dunn? 
Mr. ApoNis. Not that I reeall, no. 
Mr. HALLEY. Did you happen to see Lansky in Florida in 1947? 
Mr. Aponis. Yes. Every time I got to Florida and he is there I see him. 
vi- Mr. HAtiey. Did you happen to see Dunn there in 19477 
Mr. Aponis. Not that I recall. I don’t believe so. 
Mr. Hatiey. Was McGrath in Florida with you in 1947? 
Mr. Aponis. I don’t know whether he was or not. 
Mr. HALiey. Have you ever gone on a vacation together before last year? 
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Mr. Aponis. Not that I recall. 

Mr. Hatiey. What was the occasion of you and McGrath going to the Arling- 
ton Hotel at Hot Springs last April? 

Mr. Aponts. For the baths. 

Mr. Hatiey. You both felt in need to take baths for 3 weeks? 

Mr. Aponts. Yes, sir. 

Mr. Hatiey, And as far as you know, Famisch was just there taking a bath, 
too? 

Mr. Aponis. So far as I know, yes, sir. 

Mr. Hautirey. Harry Stromberg, do you know him? 

Mr. Aponis. Yes, sir. 

Mr. Hat.tey. That is Nick Rosen, is it not? 

Mr. ApontIs. Yes, sir. 

Mr. HaLiey. He was there at the same time, too, Wasn't he? 

Mr. Apvonis. I don’t know whether he was or not. I don’t recall seeing him. 

Mr. Hatiey. You don’t remember seeing him? 

Mr. Aponts. No. 

Mr. Hautey. Did you know Leslie Cruz, of Chicago? 

Mr. Aponis. I don’t know whether I do or not. 

Mr. HAatiey. He was connected with the Racing Wire Service? 

Mr. AponIs. I don’t know. I may have known him. 

Mr. HALLEY. You may have known him? 

Mr. Aponis. Yes. 

Mr. HALLEY. He was there at the same time, too? 

Mr. Aponis. Not that I know of. 

Mr. Hatutey. You had no talks with him? 

Mr. ApontIs. I don’t know who the fellow is, Mr. Halley. 

Mr. HALLtey. Now, have you any business at the present time with a Jack 
Friedlander in Miami? 

Mr. Avontis. I told you I am out of business. I don’t have any business at the 
present time. 

Mr. Hatiey. Did you have any business with Friedlander in the year 1950, 
during the months of April or May? 

Mr. AponiIs. No, sir. . 

Mr. Hauiey. Did you have occasion to call Friedlander? 

Mr. Aponis. No, sir. 

Mr. Hatiey. Or did Friedlander have occasion to call you? 

Mr. Apontis. I wouldn’t know. 

Mr. Hauitey. Do you know whether Friedlander called either you or McGrath 
at the suite you occupied together at the Arlington Hotel on May 1, 1950? 

Mr. Aponts. I wouldn’t know. 

Mr. HAtiey. In other words, if there was a phone call it was from Fried- 
lander to McGrath rather than to you? 

Mr. Apontis. I couldn’t specifically put my finger on it. Maybe he called me 
or McGrath, or vice versa. 

Mr. Hatiey. You know Friedlander, don’t you? 

Mr. AponiIs. Yes, sir. 

Mr. HALLey. Have you ever been in business with him? 

Mr. Aponis. No, sir. 

Mr. Hairy. Never had any business relationship with Friedlander? 

Mr. ApontIs. No, sir. 

Mr. HAtiey. Do you know what Friedlander’s business is? 

Mr. AponiIs. No, sir. 

Mr. HALLEY. Do you know Tony Bender? 

Mr. ApontIs. Yes, sir. 

Mr. HAtiey. And the L. & C. Co. in New Jersey? 

Mr. Aponts. Yes, sir. 

Mr. Hairy. And the B. & T. Trading Co. in New Jersey? 

Mr. Aponis. Yes, sir. 

Mr. HALLeYy. And the Pal Trading Co. in New Jersey? 

Mr. ApONIS. Same position. 

Mr. Hatitey. And the General Trading Co.? 

Mr. ADONIS. Same position. 

Mr. HAautey. And the Lodi establishment; you was still unwilling to tell the 
committee what you know about that? 

Mr. Aponis, Still decline to answer on the grounds it might tend to incrimi- 
nate me. 

Mr. Hatiey. Mr. Chairman, I have no further questions at this time. 
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The CHAIRMAN. Senator O'Conor. 

Senator O’Conor. Only just one or two questions. At the outset you, in a pre- 
pared statement, very carefully prepared and very clear in its statement, indt- 
eated that members of this committee might be prejudiced against you, although 
you did not use that term, and that numerous accusations had been made against 
you, one of which was that you were a party, or a part of, a crime syndicate. 
Now, just speaking as one of the members of the committee, I do not recall ever 
having made any statement about you at all and I was wondering if you have 
anything more specific to mention as to what you base that statement on. 

Mr. ADONIS. Yes: we have some more specific material on those lines. 

Senator O’Conor. Well, now, I assume that you would want to make that 
known in your own behalf and your own interest, so here now is an opportunity 
that you are afforded to refute and to contradict anything that any member of 
this committee or the committee as a whole has said against you. 

Mr. Aponts. Well, the interim report that this committee sent out a week or 
so ago; that speaks for itself. I don’t know the exact terms. 

Senator O’Conor. Well, now, that is exactly what I was leading up to. You 
do, then, challenge certain of the statements in the interim report? 

Mr. Aponts. I don’t challenge anything. I don’t challenge anything; I have 
been accused. 

Senator O’Conor, I thought that is what you base the statement on, that you 
had been falsely accused, and that you stated that the apparent and sole purpose 
of this investigation was to obtain evidence against you, and that you had been 
accused of being a member of a crime syndicate which is, you say, untrue; which 
you indicate is untrue. 

My question is whether you do not want to take this opportunity to contradict 
or to set straight anything that the committee may have said against you which 
is untrue or false. 

Mr. Apvonis. Not at this time. 

Senator O’Conor. After consulting with counsel, do you want to say any 
further on that? 

Mr. Aponis. Would the committee be willing to retract anything they might 
have said against me? 

Senator O’Conor. Of course, I cannot speak for the committee. But I assume 
the committee stands upon its report. 

Now, you are being given this opportunity to have your say. Here is the 
chance now to have it said publicly and for the information of anybody and 
everybody, anything that you want to say in correction in what the committee 
has alleged against you. 

Do you want to take that opportunity, and here is the chance? 

Mr. Aponis. Not at this present time; no. There is no doubt in my mind 
that the committee has sought evidence to prosecute me. 

Senator O’Conor. But do you still say the committee has accused you falsely? 

Mr. Aponts. I decline to answer that. 

Senator O’Conor. You do not make any such accusation, then? 

Mr. ADONIs. No. 

Senator O’Conor. For example, one of the statements in the—do you want to 
consult with counsel about that? 

Mr. ADoNIs. All I know is that I have been accused of crime time and time 
again, publicly and otherwise, by this committee; and the press has at least 
earried that. 

Senator O’Conor. And you ended up by saying that you do not want to testify 
against yourself, in that prepared statement. , 

Mr. Aponis. That’s right. 

Senator O’Conor. My point is that you now have a chance to testify for 
yourself. Do you want to take advantage of it? 

Mr. Aponis. I don’t see the point. 

Senator O’Conor. One of the statements contained in the report, and I just 
cite this as an instance, is from page 13, in which it says: 

“The G. & R. Trading Co. ran a gambling operation in northern New Jersey. 
Gross receipts were shown on the tax return of this corporation of $488,698, 
and a net of $255,271, which was divided between—” and mentions the names 
of five persons, one of which is your own name. Against your name is the 
figure of $76,581. 

Now, is there any statement you want to make in contradiction of that, or 
in refutation of that? 

Mr. Apbonis. No, sir. I still decline to answer that question. 
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Senator O’Conor. The only point I want to clear up is this: Whether you have 
anything that you can point to where you have been falsely accused, 

Mr. Aponis. I don’t care to discuss that at this time. 

Senator O’Conor. All right; that is all. 

The CHAIRMAN. Senator Tobey? 

Senator Tospey. Mr. Adonis, were you ever a partner, or have any interest 
in the Piping Rock Casino at Saratoga? 

Mr. Aponis. I decline to answer that question, sir, on the grounds it might 
tend to incriminate me. 

Senator Tosey. That is all. 

The CHAIRMAN. Mr. Adonis, you asked @ question a minute ago, if the com- 
mittee would retract or apologize, or take back anything that was said about 
you. I think, on behalf of the committee, I will make you this proposition: 

If you want to testify about some of these matters that we have alleged about 
you, and anything develops where we have made any improper statement or 
false statement about you, we will certainly take it back; we will retract it. 

Mr. ADONIS. Not in view of all that has been said about me, Senator, by this 
committee; I couldn't start to bargain here. 

The CHAIRMAN. If you want to point to anything wrong that has been said 
about you in this report, and show evidence that it is incorrect, we will retract 
that, too. 

Mr. Apvonis. I said, Senator, maybe I shall have my day in court to refute 
that. 

The CHAIRMAN. But you don’t want to do it here? 

Mr. ADONIS. No, sir. 

The CHAIRMAN. We will spend any amount of time with you, so that if you 
want to talk about anything, we will take it up. 

All right ; that is all. 

(Witness excused. ) 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 


ence to the contempt committed by Joseph Doto, alias Joe Adonis: 


Marcu 26, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Joseph Doto, 
alias Joe Adonis (S. Res. 112) : 

I have examined the record of the testimony of Joseph Doto, alias Joe Adonis, 
in addition to hearing it at the time it was given, and it is my opinion, which 
has previously been conveyed to the committee, that the refusal by Joseph Doto, 
alias Joe Adonis, to answer questions was contemptuous of the United States 
Senate and its Special Committee To Investigate Organized Crime in Interstate 
Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my 
opinion that the claim was not made in good faith inasmuch as there was no 
reasonable relationship between the questions asked and a line of proof which 
might incriminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


RupotpH HA.wey, Chief Counsel. 


O 
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Mr. Keravuver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8S. Res. 113] 


The Special Committee To Investigate Organized Crime in Interstate 
Commerce, as created and authorized by the United States Senate by 
Senate Resolution 202, Eighty-first Congress. second session, caused 
to be issued a subpena to Stanley Cohen, San Francisco, Calif. At- 
tendance ee to said subpena, which was duly served, was had on 
March 2, 1951, at which time the witness appeared. 

The said Stanley Cohen pursuant to said subpena and in compliance 
therewith appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202 . Eighty-first Congress, 
second session. Stanley Cohen having appeare od as a witness and hav- 
ing been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing on March 2, 1951, at room 338 of the Post Office Building, San 
Francisco, Calif., which record is annexed hereto and made a part 
hereof and designated “Annex I.” The said Stanley Cohen having 
appeared as a witness arbitrarily refused to produce the books and 
records called for in the subpena set forth above. 

As a result of said Stanley Cohen’s refusal to produce books and 
records and refusal to answer the questions pursuant to the said in- 
quiry, as appears in the record annexed, consisting of pertinent excerpts 
from the testimony of that day, the committee was prevented from 
receiving testimony and evidence concerning the matter committed to 
said committee in accordance with the terms of the subpena served upon 
this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Stanley Cohen per- 
tinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to produce books 
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and records and to answer questions as set forth in annex I, is a viola- 
tion of the subpena under which the witness was directed to appear and 
produce books and records and answer pertinent questions to the 
subject under inquiry, and his persistent and illegal refusal to pro- 
duce books and records and to answer the aforesaid questions deprived 
the committee of necessary and pertinent testimony and places this 
witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to produce 
books and records and to answer said questions was duly authorized 
by a resolution of the said committee, as set forth below: 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, FEBRUARY 9, 1951 


At an executive session of the committee held on February 9, 1951, the following 
resolution was adopted: 

Resolved, That the chairman of this committee be and hereby is authorized at 
his discretion to appoint one or more subcommittees of one or more Senators, of 
whom one member shall be a quorum for the purpose of taking testimony and 
all other committee acts, to hold hearings at such time and places as the chairman 
might designate, in furtherance of the committee’s investigations of organized 
crime, in the San Francisco-Los Angeles, Calif., area. 

Estes KEFAUVER. 

In accordance with the resolution of February 9, 1951, the chair- 
man designated himself as a subcommittee of one to swear witnesses 
and to hear testimony at San Francisco, Calif., on March 2, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


Spectra COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, MARCH 7, 1951 


The committee met March 7, 1951, in room G—16, in the United States Capitol. 
There were present Chairman Kefauver, Senators Tobey, Wiley, Hunt, and 
O'Conor, as well as Messrs. Rice, Burling, and Martin. 

After discussion of the testimony of Stanley Cohen of San Francisco, it was 
unanimously decided that his citation for contempt would be recommended to 
the Senate. 





ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
San Francisco, Calif., Friday March 2, 1951. 

The committee met at 10:10 a. m., in room 338 of the Post Office Building, San 
Francisco, Calif., pursuant to notice, Senator Estes Kefauver (chairman) pre- 
siding. 

Present: Senator Estes Kefauver of Tennessee. 

Also present: Downey Rice, associate counsel; Harold G. Robinson, formerly 
chief investigator and presently deputy director of the office of the Attorney 
General of the State of California; William Amis, Herbert Van Brunt, and 
George Butler, investigators. 

Senator KeFravuver. The committee will come to order. 


= * a x > + 
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Senator Keravuver. All right. Let Mr. Stanley Cohen come around. 

Do you swear that the testimony you will give in this hearing will be the 
truth, the whole truth, and nothing but the truth, so help you God. 

Mr. CoHEN. I do. 


TESTIMONY OF STANLEY COHEN 


Senator Kerauver. Mr. Stanley Cohen. What is your address, sir? 

Mr. CoHEN. 25 Retiro Way. 

Senator Kerauver. I didn’t understand. 

Mr. CoHEN. 25 Retiro Way. R-e-t-i-r-o Way; W-a-y. 

Senator KEFAUVER. San Francisco? 

Mr. CouEN. Yes, sir. 

Senator Kerauver. Mr. Counsel, what is your name? 

Mr. FrIEDMAN. Leo Friedman, San Francisco. 

Senator Kerauver. Leo Friedman, attorney at law, San Francisco. 

Mr. FRIEDMAN. Correct. 

Senator Kerauver. You have something in your hand. Do you want to 
read it? 

Mr. ConeNn. Yes, sir. I am going to use this. 

Senator Keravuver. Oh, those are some notes? 

Mr. Conen. Yes; it is one note. 

Senator Kerauver. Oh, I see. All right. 

All right, Mr. Rice. Will you ask the witness. 

Mr. Rice. Yes. 

Mr. Cohen, going back 3 or 4 years ago, you were connected with Krehling 
& Cohen? 

Mr. Conen. I refuse to answer on the ground my answer may intend to in- 
criminate me. 

Mr. Rice. Now you say your name is Stanley Cohen? 

(Mr. Cohen nodding affirmatively. ) 

Mr. Rice. And where did you say you lived? 

Mr. Conen. 25 Retiro Way. 

Mr. Rice. 25 Metiro Way? 

Mr. ConeNn. Retiro. 

Mr. Rice. In San Francisco? 

Mr. CoHEN. Yes. 

Mr. Rice. And what business are you in? 

Mr. CoHEN. I refuse te answer on the ground that my answer may intend to 
incriminate me. 

Mr. Rice. Are you under indictment, Mr. Cohen? 

Mr. CoHEN. I refuse to answer on the ground that my answer may intend to 
incriminate me. 

Senator Kerauver. The chairman directs you to answer that question, Mr. 
Cohen. We don’t want to have any trouble with you. We don’t want to 
prosecute you or get you into any trouble. We simply want to ask you about 
a transaction. 

Mr. Conen. I am under no indictment. 

Senator Kerauver. Sir? 

Mr. Cowen. I am under no indictment. 

Senator KEFAUVER. Just a minute. As far as I know, there was no illegality 
insofar as the Federal law is concerned. And if you have some real reason that 
any answer you give might incriminate, we want to respect it. But we are not 
going to get along very well unless you have some real reason. 

Mr. CoHEN. Well, I refuse to answer, Senator. 

Senator KEFAUVER. You are not going to answer anything? 

Mr. COHEN. No, sir. 

Senator KEFAUVER. Well, we will just build up a case against you, Mr. Cohen, 
and see what happens. 

Mr. Rice, Allright. I asked you what business you were in. 

Mr. CoHEN. I refuse to answer on the ground that my answer might intend 
to incriminate me. 

Mr. Rice. And are you reading that from a piece of paper? 

Mr, CoHEN. Yes, sir. 

Mr. Rice. And who wrote the paper, Mr. Cohen? 

Mr. CoHEN. I asked my attorney what I was to say when I did not want to 
answer, and he wrote this down for me to read when I did not want to answer. 

Mr. Rick. When you say that you refuse to answer because you don't want 
to be incriminated, are you referring to a Federal offense? 
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Mr. Conen. No. Iam just going to stand on my grounds. 

Mr. Rice, Yes. Now, are you referring to a Federal offense or State offense? 
You have an offense in mind about which you fear prosecution; is that correct? 
Mr. COHEN, No, sir. 

Mr. Rice. You don’t have any offense in mind? 

Mr. COHEN, No; I have no offense at all. 

Mr. Rice. How do you assert your privilege if you don’t fear prosecution? 

Mr. COHEN, I just refuse to answer any questions. 

Mr. Rice. All right, sir. Now then, you don’t have either State or Federal case 
mind about which you fear prosecution ? 

Mr. CoHEN,. No. 

Mr. Rice. I see. How long ago did the transaction take place from which you 
fear prosecution? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. Was it more than 10 years ago? 

Senator KEFAUVER, Well, now 

Mr. COHEN, I don’t know what you are getting at. 

Senator KEFAUVER. Suppose we get this clear, Mr. Friedman and Mr. Cohen. 
Technically, where a witness refuses to answer and the chairman thinks it is 
correct that he should answer, it is my duty to direct him to answer and then 
he refuses to follow the direction of the Chair. Can we have it understood and 
Mr. Cohen understand that where he says he refuses to answer, unless I order 
the question withdrawn, it will be considered that he also refuses to follow the 
direction of the chairman? 

Mr. FrreEpMAN. We are willing to so stipulate. 

Senator KEFAUVER. Yes. 

Mr. FriepMAN. In other words, it will be understood that any time that Mr. 
Rice, who I understand is doing the questioning at this moment, or any other 
interrogator should ask him a question and he refuses to answer on his con- 
stitutional ground, the record will be as complete as if the chairman of the 
comiittee had instructed him thereafter to answer the question. 

Senator Kerauver. Yes. Now, you understand that too, do you, Mr. Cohen? 

Mr. CoHEN. No: not very well But I will do the best I can. 

Mr. FriepMAN. Well, that isn’t it, Mr. Cohen. In other words, to protect the 
record so far as the committee is concerned, the chairman has to ask you-——— 

Mr. CoHEN. Yes, sir. 

Mr. FrrepMAN. Or instruct you to answer a question— 

Mr. ConHen. Yes, sir. 

Mr. FrrepMaN. That you refuse to answer. To save that being done, on your 
behalf I stipulate that it will be understood that you have been instructed to 
answer any question that you refuse to answer. That is satisfactory with 
you, isn’t it? 

Mr. ConeEN. Yes, sir. 

Mr. FrrepMAN. And will it be also understood that if the witness merely says 
“T refuse to answer,” it will be on his constitutional ground? 

Senator Kerauver. Just a minute. 

(To the reporter:) What is your name? 

The Reporter. E. D. Conklin. 

Senator Keravuver. You are an official reporter? 

The Reporter. Yes, sir. 

Senator KeEFauver. I think we will swear you also. 

(Whereupon Senator Kefauver administered the oath to the official court 
reporter, kK. D. Conklin.) 

Mr. Ricre. Do you have any legitimate business, Mr. Cohen? 

Mr. Conen. I refuse to answer. 

Mr. Rice. On the same grounds? 

(Mr. Cohen nodding affirmatively.) 

Mr. Rice. You don't care to say whether or not you have a legitimate business 
ef any kind. Are you a married man? 

Mr. CoHEN. Yes, sir. 

Mr. Rice. And what is your wife’s name? 

Mr. CoHEN. Lorraine. 

Mr. Rice. Lorraine? 

Mr. COHEN. Yes. 

Mr. Rice. All right, sir. Did you ever engage in a legitimate business? 

Mr. CoHEN. Well, yes. 

Mr. Rice. When was that? 





————— 
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Mr. CoHEN. I think that the business that I have always been in is legitimate. 
{ Laughter. | 

Mr. Rice. All right. And what business are you talking about? 

Mr. CoHeN. I refuse to answer on the ground that I might incriminate myself. 

Mr. Rice. All right, sir. 

Senator KEFAUVER. May I admonish our friends who are here, the audience, 
not to make any expressions during this proceeding. This is a very serious 
matter for Mr. Cohen and for the committee, too. 

Mr. CoHEN. Thank you, Senator. 

Mr. Rice. All right, sir. Are you self-supporting? 

Mr. CoHEN. Yes. 

Mr. Rice. And what do you get your income from? 

Mr. CoHEN. I refuse to answer. 

Mr. Rice. All right, sir. Going back to December 19, 1950, at the Chicago 
hearings of the committee, Mr. Chairman, we had testimony from Edward 
McGoldrick, of the General News Service. Mr. McGoldrick testified in response 
to George Robinson's question, “Do you have a customer in California ?’—he 
previously testified that he was in the wire-service business, distributing racing 
news to purchasers. 

Senator KErAUVER. He was one of the Continental Distributors: is that correct? 

Mr. Rice. Well, sir, he was a Continental Distributor through Illinois Sports. 
His outfit was called General News. 

McGoldrick was asked, “Do you have a customer in California?’ 

“Mr. McGoutprick. Yes, sir; I had a customer in California. 

“Mr. RoBinson. Who was your customer there? 

“Mr. McGotprick. Stanley Cohen.” 

Senator KerauVer. Well, is that you, Mr. Cohen? 

Mr. CoHeEN. I refuse to answer, Senator. 

Mr. Rice. Do you know Mr. McGoldrick? 

Mr. COHEN. Yes. 

Mr. Rick. You know Mr. McGoldrick? 

(Mr. Cohen nodding affirmatively. ) 

Mr. Rice. And who is he? 

Mr. Conen. I met him out here. 

Mr. Rice. You met him out here in California? 

Mr. Conen. Uh-huh (affirmative). 

Mr. Rice. And what business was he in? 

Mr. Conen. I don’t know. 

Mr. Rice. When and where did you meet him’? 

Mr. Conen. Here in town. 

Mr. Rice. In San Francisco? 

Mr. Conen. Yes, sir. 

Mr. Rice. Whereabouts? 

Mr. ConEeN. St. Francis Hotel. 

Mr. Rice. In the St. Francis Hotel. Was he staying there? 

Mr. Conen. I don’t know where he was staying. 

Mr. Rice. Where did you meet him in the St. Francis? 

Mr. ConeNn. In the lobby. 

Mr. Rice. And how did you get together with him? How were you introduced? 

Mr. Conen. “Hello.” 

Mr. Rice. “Hello”? 

Mr. Conen. Yes. 

Mr. Rice. And had you previously met him? 

Mr. Conen. No, sir. 

Mr. Rice. Did you meet him there by appointment? 

Mr. Conen. No, sir. 

Mr. Rice. How did you get together? 

Mr. ConeEn. Well, I just knew that he was going to be there. 

Mr. Rice. And who told you he was going to be there? 

Mr. Conen. I don’t remember. 

Mr. Rice. You don’t remember? 

Mr. CoHEN. No. 

Mr. Rice. Well, what did you go to see him for? 

Mr. Conen, I refuse to answer what I went to see him for. 

Mr. Rice. I see. <All right. Did you have any business transactions with 


him? 
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Mr. CoHEN. Not according to what I can remember; no, sir. 

Mr. Rice. Did you ever pay him any money? 

Mr. CoHEN. No, sir; not that—I refuse to answer anything like that. 

Mr. Rice. Do you deny it or do you refuse to answer? 

Mr. CoHEN, I refuse to answer. 

Mr. Rice. All right, sir. Then you do know Mr. McGoldrick? 

Mr. COHEN, Yes. 

Mr. Rice. And you met him here in San Francisco. How long ago was that? 

Mr. CoHEN. I don’t know. 

Mr. Rice. Well, was it after the ruling of the Public Utilities Commission that 
the wire service was out in California in 1948? You remember that, don’t you? 

Mr. CoHEN. No, I don’t remember. 

Mr. Rice. Well, on April 6, 1948, the Public Utilities Commission caused the 
Continental Press to cease transmitting news in here. Do you remember that? 

Senator KEFAUVER. Do you remember that, Mr. Cohen? 

Mr. CoHEN. No, sir. 

Senator KeErauver. When the wire service got cut off? 

Mr. CoHEN. No, sir; I don't remember. 

Senator KEFAUVER. You don’t remember it? 

Mr. CoHEN. No. 

Senator KEFAUVER. You don’t. 

Mr. Rice. And that on that same day an application was made to Illinois 
Sports for Western Union wire from California. Did you ever do any busi- 
ness with Illinois Sports? 

Mr. COHEN. What was that, sir? 

Mr. Rice. Illinois Sports. 

Mr. CoHEN. No, sir. 

Mr. Rick. You never did any business? 

(Mr. Cohen shaking head negatively. ) 

Mr. Rice. Do you know George Kelly? 

(Mr. Cohen shaking head negatively.) 

Mr. Rice. Do you know Tom Kelly ? 

(Mr. Cohen shaking head negatively. ) 

Senator KEFAUVER. Wait a minute. We can't get these. 

Mr. COHEN, I don’t know George Kelly. I know Tom Kelly. 

Mr. Rice. And who is Tom Kelly? 

Mr. COHEN. He is a man that I have done business with many, Many years 
ago. 

Mr. Rice. And he is the general manager of the Continental Press, is he not? 

Mr. ConHEn. I don’t know what he is manager of. 

Mr. Rice. What kind of business did you do with Mr. Kelly? 

Mr. COHEN. He tried to get an automobile for me from Detroit. 

Mr. Rice. You were going to buy an automobile from Tom Kelly? 

Mr. CoHEN. No. He tried to get an automobile for me from Detroit. 

Mr. Rice. What other business did you have? 

Mr. ConeN. I refuse to answer. 

Senator Kerauver. Wait a minute, Mr. Rice. 

We haven't any desire to get in trouble with your client, Mr. Friedman, 
What is this offense that he is talking about? Don’t you want to have a little 
conference about this matter? 

The only thing we want to show is that he has a wire service out here. We 
have the records on the matter. And he is still paying a franchise for his wire 
service. I don’t know what offense that is going to lead to. If he has any honest 
objection, we want to recognize it. 

Mr. FriepMAN. Well— 

Senator Kerauver. He is not under income-tax indictment, he says. 

Mr. FrIreEpDMAN. That map be. That may be. 

Senator KEFAUVER. Of course he has no right to refuse on the ground that it 
might incriminate him of a State offense. But, as I understand it, after the 
law was passed cutting off the wire service, he hasn’t had any wire service—al- 
though he continues to pay for it. 

Mr. FrIepMAN. Well, of course—— 

Senator Kerauver. Now, just what is it? We don’t want to do the man an 
injustice. 

Mr. FrIepMAN. I can't tell you that, Senator. All I can do as counsel in this 
case and all I have done is to discuss this matter with Mr. Cohen, tell him what 
his constitutional rights are; to advise him that it is his selection whether he 
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should or should not answer questions, and it is for him to determine whether 
in his opinion any question he gives might tend to incriminate him. Further 
than that I have no power. 

Senator KEFAuver. Yes. 

Mr. FRIEDMAN. And if I went further than that I would probably be accused 
of obstructing justice. 

Senator Kerauver. I don’t want to interfere with any confidential relation- 
ships. I am not trying to offer you any advice. I just thought if you could tell 
us what the trouble is, maybe we could ask questions that wouldn’t touch 
upon that particular matter. 

Mr. FRIEDMAN. Well, it may be, but I can’t tell you that. 

Senator KEFAUVER. All right. Well, we'll just go along. 

Mr. Rice. All right. Go back a little bit. Were you ever connected with an 
organization known as Krehling & Cohen? 

Mr. Conen. I refuse to answer that, Mr. Rice. 

Mr. Rice. Do you know Krehling? K-r-e-h-l-i-n-g. 

Mr. Conen. Yes, I knew him. 

Mr. Rice. And who is he? 

Mr. Conen. He's dead. 

Mr. Rice. He’s dead? 

Mr. CoHEN. Yes. 

Mr. Rice. And what was his first name? 

Mr. CoHEN. Martin. 

Mr. Rice. When did he die? 

Mr. CoHEN. 1949. 

Mr. Rice. And where did he do business? 

Mr. CoHEN. I refuse to say. 

Mr. Rice. You refuse to say? 

Mr. CoHEN. Yes. 

Mr. Rice. Do you know where he did business? 

Mr. CoHEN. I refuse to say, Mr. Rice. 

Mr. Rice. All right, sir. According to the testimony before the public utili- 
ties commission here; “The Continental Press Service in Chicago consisted 
of wire service which was leased from the Western Union and which has out- 
lets in various cities throughout the United States. Specifically this press serv- 
ice had a number of drops in California, among them Krehling & Cohen, 33% 
Montgomery Street, San Francisco. The service to that organization was started 
May 12, 1945.” 

Did you have anything to do with that Krehling & Cohen that received the 
wire service? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. All right, sir. Now going back to the testimony of Edward Mce- 
Goldrick in Chicago, Mr. McGoldrick went on to say in response to questions 
of Mr. Robinson: 

“Mr. Roginson. Well, how did he (Stanley Cohen) become a customer? 

“Mr. McGovprick. I talked to the man in January of this year (1950 he 
is referring to) and with the expectation that California was going to legal- 
ize gambling down there. He wanted to hold a franchise. 

“Mr. Roprnson. Did you talk to him there or here? 

“Mr. McGovprick. California. 

“Mr. Roginson. In Los Angeles? 

“Mr. McGoLprick. No, sir, San Francisco. * * *” 

Is that the conversation that you are talking about? 

Mr. CoHEN. I still refuse to answer, Mr. Rice. 

Mr. Rice. All right. 

“Mr. Ropinson. San Francisco. Go ahead. What was the discussion that 
you had with him? 

“Mr. McGotprick. He said that he was—he thought that the State of Cali- 
fornia would be legalizing gambling, and he wanted to know if he could hold 
the franchise with me. I said, ‘Yes, I would be very happy to sell him service 
if and when we could.’ So, we set a figure of $500 a week. 

“Mr. Rospinson. And he has been paying you that $500 a week ever since? 

“Mr. McGotprick. Up until 3 or 4 weeks ago; yes, sir.” 

Now then, that is up until 3 or 4 weeks prior to December of 1950—just before 
Christmas. How about that $500 per week? What were the arrangements on 
that? 
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Mr. CoHEN,. I refuse to answer, Mr. Rice. 

Mr. Rice. Did you pay McGoldrick $500 a week? 

Mr. CouHeEN. I refuse to answer you, Mr. Rice. 

Mr. Rice. All right, sir. Mr. Robinson goes on to say: “Why did he discontinue 
(these payments in December) ? 

“Mr. McGotprick. Well, he called me on the phone and told me he didn’t think 
that it was necessary, or that it was going to be able to—that he was going to be 
able to pay any more, due to the fact the bill was killed. They voted it out.” 

Did you eall Mr. MeGoldrick and tell him anything like that on the telephone? 

Mr. CouHeEN. I refuse to answer, Mr. Rice. 

Mr. Rice. Did you have a telephone conversation with Mr. McGoldrick? 

Mr. CoHeEN. I refuse to answer, Mr. Rice. 

Mr. Rice. All right, sir. Do you know with what organization Mr. McGold- 
rick is connected? 

Mr. CoHEN. No, sir. 

Mr. Rice. Could it be General News Service? 

Mr. ConeNn. I don’t know, Mr. Rice. 

Mr. Rice. You don’t know that. How about Illinois Sports? Did you have 
any transactions with that outfit? 

Mr. CouHeEN. I don’t know anything about them. 

Mr. Rice. All right, sir. Referring to a record we have here of Stanley and 
Lorraine Cohen for the year 1949—you are appearing here in response to a sub- 
pena, are you not? 

Mr. Conen. Yes, sir. 

Mr. Rice. Do you have a copy of your subpena with you? 

Mr. ConeEN. I think we have [producing subpena |. 

Mr. Rice. Now, I see here that the subpena calls upon you to bring with you 
certain books and records, documents relating to your income and expense. 
Have you brought those records with you? 

Mr. COHEN. No, sir. 

Mr. Rice. You have not brought those with you? 

Mr. CoHEN. No, sir. 

Mr. Rice. And why not, sir? 

Mr. CoHEN. Because I refuse to answer any questions, so I didn’t bring in any 
books. 

Mr. Rice. And I take it that you refuse—— 

Senator KeEFAvverR. Well, do you refuse to honor the subpena by not bringing 
your books in? 

Mr. ConHEN. I refuse to answer any questions. 

Senator Keravver. Well, you might bring the books and then refuse to answer 
questions about them. jut how about the books? 

Mr. CoHEN. Well, I can’t say that. 

Senator Kerauver. Let’s make the subpena a part of the record and copy it 
into the transcript at this point. 

(The subpena directed to Stanley Cohen appears in the following words and 
figures, to wit:) 


UNITED STATES OF AMERICA 


CONGRESS OF THE UNITED STATES 


To STaNLey ConHEeN, San Francisco, Greeting: 


Pursuant to lawful authority, you are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, on March 2, 1951, at 9 a. m., at their committee 
room, Federal Post Office Building, Seventh and Mission, San Francisco, Calif., 
then and there to testify what you may know relative to the subject matters under 
consideration by said committee, and bring with you: 

1. All ledgers, vouchers, canceled checks, check stubs, bank deposit slips, bank 
statements, financial statements, notes, copies of tax returns, records of accounts 
receivable and payable, and records of cash receipts and disbursements, for the 
period from January 1, 1950, to date. 

2. All books, records, or other documents showing ownership of, or other hold- 
ing or interests in any business, company, or enterprise, or in any property, real, 
personal, or intangible, for the period from January 1, 1940, to date. 

3. All correspondence relating to the subject matter referred to in paragraph 
2 hereof, for the period from January 1, 1950, to date. 
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PROCEEDINGS AGAINST STANLEY COHEN g 


Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To H. R. Van Brunt, or United States marshal to serve and return. 

Given under my hand, by order of the committee, this 20th day of February 
1951, in the year of our Lord one thousand nine hundred and fifty-one. 


ESTES KEFAUVER, 
Chairman, Senate Committee To Investigate Organized Crime in Inter- 
state Conunerce, 


Senator Keravver. You have defied the subpena by refusing to bring any 
books ; is that correct? 

Mr. CoHEN. Yes, sir; I guess I have. 

Senator Kerauver. You have some books, do you? 

Mr. CoHEN. Yes, sir. 

Senator Kerauver. Where are they? 

Mr. Couen. I don't know right now. 

Senator KeErAuVER. Go ahead. 

Mr. Rice. You don't know where your books are now ? 

Mr. Conen. I don’t know where they are at right at this moment. 

Mr. Rice. Where were they when you last knew where they were? 

Mr. CoHEN. Well, scattered all over. 

Mr. Rice. And where were they scattered? 

Mr. CoHeN. Around town. 

Mr. Rick. Around town. And where is one place where they were scattered? 

Mr. Conen. I refuse to answer, Mr. Rice. 

Mr. Rice. Do you have books and records? 

Mr. CoHEeN. Yes. 

Mr. Rice. Have they been destroyed? 

Mr. CoHEN. I don't know. 

Mr. Rice. Mr. Chairman, I ask that the witness be admonished that if he 
answers that he doesn’t know when he does know the answer, that constitutes 
a contempt just as if he refused to answer. 

Senator Kerauver. Yes. Well, he must know that. 

Mr. Rice. Do you understand that, sir— 

Mr. CoHen. I refuse to—— 

Mr. Rice. That if you do know and you say you don’t know? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. You refuse to answer whether you understand that or not? 

Mr. Couen. I refuse to answer. 

Mr. Rice. In other words, you refuse to answer anything; is that it? 

Mr. CoHEN. All right, sir. 

Mr. Rick. How old are you? 

Mr. CoHEeN, Forty-nine. 

Mr. Rice. And where were you born? 

Mr. COHEN. San Francisco, 

Mr. Rice. I beg your pardon? 

Mr. COHEN. San Francisco. 

Mr. Rice. I see. Now, sir, referring to a record of Stanley and Lorraine 
Cohen for the year 1949, I notice an item “Expenses of news service business.” 
Are you in the news service business with your wife Lorraine? 

Mr. COHEN. I refuse to answer. 

Mr. Rice. Is your wife Lorraine in any business? 

Mr. CoHEN. I refuse to answer. 

Mr. Rick. Now, sir, on what grounds do you refuse to answer about the busi- 
ness of your wife? 

Mr. Conen. I refuse to answer on the ground that it may tend to incriminate 
me or my wife 

Mr. Rice. Now you are asserting the privilege with respect to your wife, too; 
is that right? 

Mr. CouEeN. It’s my wife. 

Mr. Rice. All right, sir. I see “Expenses of telephone, $23,909.24." What is 
that in connection with? 

Mr. CoHEeNn. I refuse to answer, Mr. Rice. 

Mr. Rice. Do you have a telephone? 

Mr. Couen. Home, ves. 

Mr. Rice. At home. Do you have any other telephones? 

Mr. CoHEN. I don’t know. 

Mr. Rice. You don’t know? 
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Mr. CoHEN, I refuse to answer, Mr. Rice. 

Mr. Rice. Yes. Isee. Now, did you ever pay $23,909 for your home telephone? 

Mr. CoHEN. I refuse to answer. 

Mr. Rick. What does that refer to? 

Mr. CoHEN. I don’t know. It’s on there. 

Mr. Rice. Now, I see you have a rent item here of $7,865.90 in the year 1949, 
What was that rent for? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. And you have an item of “Travel, $3,616.38." What was that for? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. “Entertainment, $2,063.90.” What was that for? 

Mr. CoHEN. I refuse to answer, Mr. Rice. 

Mr. Rice. Do you have an auditor? 

Mr. CoHEN. Yes, Mr. Rice. 

Mr. Rice. Who is your auditor? 

Mr. CoHEN. A man by the name of Barnett. 

Mr. Rice. A man by the name of Barnett. What is his first name? 

Mr. CoHEN. I could—Peter Barnett. 

Mr. Rice. Peter Barnett? 

Mr. CoHEN. Yes. 

Mr. Rice. And where is Peter Barnett located? 

Mr. CoHEN. On California Street. 

Mr. Rice. And is he a certified public accountant ? 

Mr. CoHEN. Yes, sir. 

Mr. Rice. And does he do your auditing? 

Mr. CoHEN. Yes, sir. 

Mr. Rice. Does he have your books? 

Mr. CoHEN. I don’t think he has them: no, sir. 

Mr. Rice. Is it possible? 

Mr. CoHEN. No; I don’t think it’s possible. 

Mr. Rice. I see. I see an expense of $1,125. Was that to Mr. Barnett during 
the year 1949? 

Mr. CoHEN. I don’t know. If it is on there it must be. 

Mr. Rice. Is it or isn’t it? 

Mr. CoHEN. I don’t know. I don't keep the books. 

Mr. Rick. You don’t keep the books? 

Mr. CoHEN, No. 

Mr. Rice. Does anyone beside Barnett keep the books? 

Mr. CoHEN. I don’t know right now. 

Mr. Ricr. What do those books relate to that you are speaking about? 

Mr. CoHEN. I refuse to answer. 

Mr. Rice. Do you feel that you can make a statement about books and then 
assert the privilege about part of the books? 

Mr. CoHEN. I refuse to answer on any of them. 

Mr. Rice. You refuse to answer that question? 

Mr. CoHEN. Yes. 

Mr. Rice. I see an item here of Continental Press Service, an expense, for the 
year 1949, $46,300. What was that for? 

Mr. CoHEN. I refuse to anwer you, Mr. Rice. 

Mr. Rice. Now, mind you, the wire service, went out in California in 1948. 
This is 1949. The Continental Press is an acknowledged news service distributor. 
What was that payment for? 

Mr. Conen. I refuse to answer. ; 

Mr. Rice. Now then, sir, I am told that Jack Dragna received $500 a week 
on the part of Illinois Sports from General News. Do you know Jack Dragna? 

Mr. COHEN. No, sir. 

Mr. Rice. You don’t know Jack Dragna? 

Mr. CoHEN. No, sir. 

Mr. Rice. Well, in connection with the $500 that Jack Dragna is receiving, is 
there any connection between that $500 and the $500 that you are paying 
to McGolddick, or were paying? 

Mr. COHEN. I refuse to answer any question. I don’t know Mr. Jack Dragna, 
Mr. Rice. 

Mr. Rice. Do you know Mr. Brophy? 

Mr. CouENn. Yes, sir. 

Mr. Rice. What business is he in? 
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Mr. CoHEN, I don’t know what business he is in now. I think that he is out 
of business. 

Mr. Rice. Yes. What is his first name? 

Mr. Conen. There are two Brophys. 

Mr. Rice. Yes. Russell. Do you know Russell Brophy? 

Mr, ConHEN. Yes, sir. 

Mr. Rice. And what business was he in before he got out of business? 

Mr. CoHEN. I don’t know what business he was in. I knew Russell Brophy. 
He was born and raised here. 

Mr. Rick. Yes. And what business was he in before he got out of business? 

Mr. COHEN. I don’t know. He just told me that he is out of business. 

Mr. Rice. Did you ever transact any business with Russell Brophy? 

Mr. COHEN. No, sir. 

Mr. Rice. Did you ever send him any money ? 

Mr. COHEN. No, sir. 

Mr. Rice. Did you ever send his organization any money ? 

Mr. CoHEN. No, sir. 

Mr. Rice. Are you sure about that? 

Mr. COHEN. Yes, sir. 

Senator Kerauver. O. K. Anything else? 

Mr. Rice. Have you ever been arrested, sir? 

Mr. Conen. Yes, sir. 

Mr. Rick. And when and where was that, and what for? 

Mr. COHEN. For contempt of court. [Laughter.] That's the truth. They laugh. 
But it was contempt of court. 

Mr. Rice. Yes, sir. Now, when and where was that? 

Mr. CoHEN. That was about 15 years ago. 

Mr. Rice. Well now, you weren't arrested for contempt of court, were you? 

Mr. CoHEN. Yes, sir. 

Mr. Rice. What were you doing in court? 

Mr. COHEN. I was sent down to Los Angeles for contempt of court. 

Mr. Rice. Well, where did you commit the contempt? 

Mr. CoHEN. I don’t know where, 

Mr. Rice. You don't know where? 

Mr. CoHEN. No. 

Mr. Rice. Tell us about that. How did that happen? 

Mr. CoHEN. I couldn't tell you how it happened. I was just given a subpena 
to go to Los Angeles, and I went to Los Angeles. 

Mr. Rice. And what happened when you got there? 

Mr. CoHEN. I was found guilty of contempt of court. 

Mr. Rice. And what was that in connection with? 

Mr. CoHeEN, I took it to the supreme court, and the supreme court overruled it. 
And that was the end. 

Mr. Rice. Did it have any connection with a grand jury matter? 

Mr. COHEN. No. I couldn't tell you. No, I have never been before a grand 
jury in my life. 

Mr. Rick, Did you appear in court? 

Mr COHEN. Yes, sir. 

Mr. Rick. Did you refuse to honor the subpena? 

Mr. CoHEN. Where to? Los Angeles? 

Mr. Rice. Can you help us, counsel? 

Mr. FRIEDMAN. Yes. <A violation of an injunction. 

Mr. Rice. In connection with the PUC? 

Mr. FRIEDMAN. It was in connection with a lot of things at that time. The 
case is reported in the California Reports. 

Mr. Rice. Is it the McBride case? 

Mr. FRIEDMAN. No. Krehling and Cohen versus the Superior Court. 

Mr. Rick. Yes. And what was the subject matter of that injunction? 

Mr. FRIEDMAN. It was—well, according to the opinion—you will find it in the 
opinion. 

Mr. Rice. Yes, sir. What was it? 

Mr. FRIEDMAN. It Was violating an injunction against disseminating news. 

Mr. RIceE. Yes, sir. 

Senator K®FAUVER. Give us the citation where it is found in the California 
Reports. 

Mr. FRIEDMAN. I wouldn't know the volume. We have 7-S00. 

Senator KEFAUVER. Supreme Court of California? 
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Mr. FrIEDMAN. Supreme Court of California. 

Senator KEFAUVER. How long ago? 

Mr. FRIEDMAN. It is about 10 years ago. Close to 10 years ago. Maybe a little 
longer. 

Mr. Rice. Did you have any other arrests, Mr. Cohen? 

Mr. COHEN. No, sir. 

Mr. Rick. In connection with that contempt, did you receive any sentence or 
fine? 

Mr. FRIEDMAN. Yes. 

Mr. Rice. In the lower court? 

Mr. FRIEDMAN. Yes. There were 200 violations—I forget the number, a tre- 
mendous number of violations—in which there were, oh, many thousands of 
dollars fine imposed and imprisonment. And the supreme court reversed the 
whole business. 

Mr. Rice. Yes. Did he have codefendants with him at that time? 

Mr. FRIEDMAN. Yes. And there were some companion cases at the time. 

Mr. Rice. All right, sir. 

Senator Kerauver. Wasn’t the Brophy case one of the cases that went up about 
that time? 

Mr. FRIEDMAN. I’m not sure whether it was the Brophy case that went up 
at that time. But there were several that went up. There were two or three 
decisions all handed down at the same time. 

Senator KEFAUVER. Now, Mr. Cohen, what business were you in during 1940? 

Mr. COHEN. 1940? 

Senator KEFAUVER, Prior to 1940. 

Mr. CoHEN. I don’t remember. 

Senator KEFAUVER. You don’t remember? 

Mr. COHEN. No. 

Senator KEFAUVER. Well, speak up so we can hear you. 

Mr. COHEN. No; I don’t remember, Senator. 

Senator KEFAUVER. You can’t remember what you did prior to 1940? 

Mr. COHEN. 1940; no, sir. } 

Senator KEFAUVER. Sir? 

Mr. COHEN. No, sir. 

Senator KEFAUVER. You can’t remember anything you did prior to 19407 

Mr. COHEN. I worked at the iron works. I don’t know what year it was. 

Senator KEFAUVER. About when was that? 

Mr. CoHEN. I couldn't tell you what month, what year, it was. I worked over 
in the iron works. 

Senator KEFAUVER. Now, what other sort of work like that did you ever do? 
Did you ever work at any other factories? 

Mr. CoHEN. No, sir. 

Senator KeEraUver. Did you ever work in any stores? 

Mr. CoHEN. No, sir. 

Senator Kerauver. Were you in the business of distributing wire news prior 
to 1940? 

Mr. CoHEN, I refuse 

Senator KEFAUVER, Wire service? 

Mr. CoHEN. I refuse to answer, Senator. 

Senator Kerauver. Did you have any legitimate business prior to 1940? 

Mr. CoHEN. I refuse to answer, Senator. 

Senator KEFAUVER. Did you have any contract with any wire-service company 
in Chicago prior to 1940? 

Mr. CoHEN. I refuse to answer, Senator. 

Senator KEFAUVER. Did you have an office prior to 1940? 

Mr. COHEN. I don’t remember, Senator. 

Senator KEFAUVER. Well, do you have an office now? 

Mr. CoHEN. Yes, sir. 

Senator KEFAUVER. What is the name of the office you have now? 

Mr. COHEN. No name. 

Senator KEFAUVER. No name? 

Mr. CoHEN. No. 

Senator KeFAUVER. Do you carry on any business in that office? 

Mr. CoHEN. No, sir. 

Senator Kerauver. Did you have the same office prior to 1940? 

Mr. CoHEN. Oh, no, sir. 

Senator KEFAUVER. What? 

Mr. COHEN. No, sir. 
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Senator KEFAUVER. Did you rent telephones prior to 19407 

Mr. CoHEN. I didn't; no, sir. 

Senator KEFAUVER. You didn’t? 

Mr. CoHEN. No, sir. 

Senator Kerauver. Did you publish a sporting sheet prior to 1940? 

Mr. COHEN, I didn’t; no, sir. 

Senator KEFAUVER. Well, you say “(You) didn’t.” Did your partner do it? 

Mr. COHEN. No; I couldn't remember what he done. I didn't. 

Senator KEFAUVER. I mean, the firm of Krehling & Cohen. Did you publish 
a scratch sheet ? 

Mr. ConeN. Not that I know of. 

Senator KEFAUVER. Well, do you know whether you did or not? 

Mr. ConEen. I don't know. 

Senator KEFAUVER. You don't know ? 

Mr. Conen. I refuse 

Senator KREFAUVER. You don't know ? 

Mr. COHEN. I refuse to answer. 

Senator KEFAUVER. You refuse to say whether you did or not? 

Mr. COHEN. Yes. I don't know. 

Senator Krerauver. Did you have any wire distribution of news at all prior 
to 1940? 

Mr. CouneEN. I refuse to answer. 

Senator KerAuver. Was the firm of Krehling & Cohen in existence prior 
to 19407 

Mr. CoueNn. Yes. 

Senator KEFAUVER. What was the nature of the business? 

Mr. COHEN. I don’t Know. I wasn't in it. 

Senator KEFAUVER. Who was the “Cohen” that was in it? 

Mr. Couen, A brother. 

Senator KEFAUVER. Your brother? 

Mr. Couen. Yes. 

Senator KEFAUVER. When did you go into the business? 

Mr. CouHen. I didn't—I refuse to answer. 

Senator KEFAUVER. You refuse to answer? 

Mr. Conen. Yes. 

Senator Kerauver. Anything else? 

Mr. Rice. Yes. We have an interesting situation here, Mr. Chairman. Mr. 
McGoldrick’s testimony was to the effect that his conversations were with Cohen, 
where Cohen would pay him S500 per week for the privilege of having a fran 
chise in California if and when something happened; and he was apparently 
getting no service, or claimed not to be getting service, and paying him S500 
per week for something not then in existence. I think it would be well to read 
the further testimony of Mr. MeGoldrick, and you may wish to inquire of him 
further. 

Mr. Robinson asked: “What position, if news had gone into California—what 
position would you have been in if Illinois Sports News or Continental decided 
to have a customer in California?” In other words, if one of the other possible 
distributors in California decided to put a customer in there in addition to 
Mr. Cohen. 

Mr. McGoldrick says: “I don’t understand your question. 

“Mr. Roprnson. Well, would there have been anything to prevent Continental 
or Llinois Sports News from setting up a service in California? 

“Mr. McGotprick. No. On account of the press, I don’t think they could. I 
believe there was an injunction against them for a wire in the State of California. 

“Senator Kerauver. The point is, Did you have an agreement with the outfit 
that you bought from, Midwest, Continental, or anybody else, that you would 
have an exclusive territory for your news service? 

“Mr. McGouprick. Yes. If I sold a man, I could sell that man service in that 
State. Yes, sir. 

“Senator Kerauver. And they would not bother you? I mean, they would 
not compete? 

“Mr. McGorprick. I don't think so: no, sir. 

“Senator KEFAUVER. Was that part of the agreement ? 

“Mr. McGouprick. Well, there wasn't actually an agreement. 

“Senator Kerauver. That was the understanding, though ? 

“Mr. McGouprick, Yes, sir. 
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“Senator KEFAUVER. Wherever you were, you would be .exclusive? 

“Mr. McGouprick. Yes, sir. 

“Senator KEFAUVER. Was that the agreement with Continental, too? 

“Mr. McGotprick. I believe so; yes, sir.” 

The point is, sir, What was the $500 that you sent to Mr. McGoldrick sent for? 

Mr. CoHEN. I refuse to answer you, Mr. Rice. 

Senator Kerauver. Mr. Cohen, if the law banning the news service from coming 
into California should be repealed, would you have any sort of a franchise out 
here? 

Mr. CoHEN. I refuse to answer, Mister—Senator—Your Honor. 

Senator Kerauver. Did you pay any money to perpetuate your franchise after 
the wire service was banned? 

Mr. CoHEN. I refuse to answer, Senator. 

Mr. Rice. The record further shows, Senator, that Continental Press has a 
wire going down into Mexico, and the testimony before the McFarland commit- 
tee in connection with the wire service indicated that Continental was trans- 
mitting by radio to California. 

Mr. Witness, have you ever received any news service by radio from Mexico? 

Mr. CoHEN. I refuse to answer you, Mr. Rice. 

Mr. Rice. Have you ever received any news service in any shape, manner, or 
form from Mexico? 

Mr. COHEN. I refuse to answer you, Mr. Rice. 

Mr. Rick. Have you ever received any from Continental Press? 

Mr. CoHEN. I refuse to answer you, Mr. Rice. 

Senator KEFAUVER. Very well. I don’t think there is much use—well, Mr. 
Cohen, you will remain under subpena, subject to further call. We will let you 
or your attorney know when we want you. 

Mr. CoHEN. All right, sir. 

Senator KEFAUvVER. You leave me no alternative but to recommend that you be 
cited for contempt by the United States Senate. 

Mr. CoHEN. All right, sir. 

Senator KeEFAUVER. I am sorry that is the case. We have tried to cooperate 
with you. That will be all now, sir. 

I think it is very interesting to note that Mr. Cohen’s payment to Continental 
Press of $46,300 was allowed as a legitimate expense by the tax authorities of 
the United States—an item about which he refuses to testify. So I don’t know 
what he is worrying about. 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with 
reference to the contempts committed by Stanley Cohen: 

Marcu 2, 1951. 


Memorandum to Senator Estes Kefauver, chairman, re contempt of Stanley Cohen 
(S. Res. 113) : 

I have examined the record of the testimony of Stanley Cohen, and it is my 
opinion, which has previously been conveyed to the committee, that the refusal 
by Stanley Cohen to produce books and records and to answer questions was 
contemptuous of the United States Senate, and its Special Committee To In- 
vestigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might in- 
criminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 

Rupo_pH HA..ey, Chief Counsel. 
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PROCEEDINGS AGAINST JOHN DOYLE FOR CONTEMPT 
OF THE SENATE 


Marcu 30 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Keravver, from the Special Committee To Investigate ¢ Jroanized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S Res. 114] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 


Senate by Senate Resolution 202, Eighty-first Congress, second ses 
sion, caused to be issued a subpena to John Doyle, 7 ae Carolina, Gary, 
Ind. Attendance pursuant to said subpena, which was duly served, 
was had on Pee 17, 1951, at which time the witness appeared. 

The said John Doyle, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, Kighty-first Congress, 
second session. John Doyle having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearings on February 17, at Washington, D. C.. which record is 
annexed hereto and made a part hereof and designated “Annex 1.” 

As a result of said John Doyle’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the com- 
mittee was prevented from receiving testimony and evidence concern- 
ing the matter committed to said committee in accordance 
terms of the subpena served upon this witness. 

The committee was, therefore, deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to John Doyle pertinent 
to the subject matter which under Senate Resolution 202, Eighty-first 
Congress, second session, the said committee was instructed to investi 
gate, and the refusal of the witness to answer questions as set forth in 
annex I is a violation of the subpena under which the witness was 
directed to appear and answer pertinent questions to the subject under 
inquiry, and his persistent and illegal refusal to answer the : 


with the 


iforesaid 
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questions deprived the committee of necessary and pertinent testi- 
mony and places this witness in contempt of the United States Senate. 

The subcommittee heari ing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SPECIAL GOMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o'clock in room F-S2 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel, and 
Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommit- 
tees of one or more Senators, of whom one member will be a quorum for the 
purpose of taking testimony and all other committee acts, to hold hearings at 
such time and places as the chairman might designate with reference to the com- 
mittee’s investigations of organized crime in the vicinities of the cities of Chicago, 
St. Louis, Kansas City, Miami, Miami Beach, and Philadelphia, and in the States 
of New York and New Jersey. 

ESTES KEFAUVER. 

In accordance with the resolution of September 6, 1950, the chair- 
man designated Senator Hunt as a subcommittee of one to swear wit- 
nesses and to hear testimony at Washington, D. C., on February 17, 
1951. 


After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below: 


SPECIAL COMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, MARCH 22, 1951 


The committee met at 4:45 p. m. in room 435, Senate Office Building. There 
were present the chairman and Senators Wiley and O’Conor. 

The chairman presented to the committee the minutes of the committee meet- 
ing of February 17, 1951, together with a resolution made on September 6, 1950. 

The chairman stated to the committee that the chairman had designated a sub- 
committee to hear continued testimony in Washington, D. C., in connection with 
organized crime in the city of Miami, Fla., pursuant to the resolution of Septem- 
ber 6, 1950, the subcommittee consisting of Senator Hunt. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meeting of February 17, 1951, held in room 457, Senate Office Building, 
Washington, D. C. 

The chairman stated to the committee that the witness, John Doyle, repeatedly, 
consistently, and arbitrarily had refused to answer questions put to him through- 
out counsel's and chairman of the subcommittee’s examination of said witness 
on February 17, 1951, and that his refusal, therefore, was improper and con- 
temptuous. 

The chairman presented to the committee a draft report on the entire matter for 
the committee’s consideration and the committee duly adopted the said report and 
instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator Wiley, 
it was unanimously resolved that the committee present to the United States 
Senate, for its immediate action, a resolution requiring the United States attorney 
for the District of Columbia to proceed against the said John Doyle in the manner 
and form provided by law. 
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ANNEX |! 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE TO LNVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COM MERCE, 
Washington, D. C. Saturday, February 17, 1951. 
The committee met, pursuant to adjournment, at 10:35 a. m., in reom 457, 
Senate Office Building, Senator Estes Kefauver (chairman) presiding. 
Present: Senators Kefauver, Tobey, and Hunt. 
Also present: Downey Rice, associate counsel; George S. Robinson, and John 
L. Burling, assistant counsel. 
The CHAIRMAN, The committee will come to order. 
= ” a « os a & 
Senator Hunt. Mr. Doyle. 
Mr. Doyle, do you solemnly swear the testimony you are about to give is the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Doyte. I do. 


TESTIMONY OF JOHN DOYLE 


Mr. Rosrnson. Will you give your full name, please, Mr. Doyle? 

Mr. Doyte. My Christian name is John Doyle. I am known by Jack Doyle. 

Mr. Ropinson. And where do you live, Mr. Doyle? 

Mr. Doytie. 717 Carolina, Gary, Ind. 

Mr. Rowinson. For how long have you lived in Gary? 

Mr. DoyLE. Approximately 18, 19 years. 

Mr. Rosinson. Try and keep your voice up, please. 

Mr. Doyte. Eighteen or nineteen years. 

Mr. RoBinson. And where were you before you came to Gary ? 

Mr. Doyte. Oh, part of the time Chicago. I was born in Chicago. 

Mr. Ropinson. Were you in business in Chicago at any time? 

Mr. Doyte. No, sir. 

Mr. Rospinson. What were the circumstances under which you went to Gary? 

Mr. DoytLe. Well, I really don't know. Just one of those things. My dad died, 
and I was kind of roaming around, liked Gary and stayed there. 

Mr. Rostnson. Did you know a person by the name of Larry Finerty? 

Mr. Doyte. Yes, sir. 

Mr. Roptnson. He is from Gary? 

Mr. Doytr. No, sir, he was not from Gary. He was in Gary when he was 
a very young boy, but he lived in Highland, Ind, That is about 12 miles from 
Gary. 

Mr. Rogrnson. Was he instrumental at all in your going to Gary? 

Mr. Dorie. No, sir, no. 

Mr. Rostinson. What business were you in, if any, when you first went to 
Gary? 

Mr. Dorie. When I first went to Gary? 

Mr. Rosinson. That is right. 

Mr. Doyte. I was not in any business. 

Mr. Rosrnson. Did you enter a business in Gary at any time? 

Mr. Doyie. Afterwards; yes, sir. 

Mr. Rostnson. What business did you first engage in in Gary? 

Mr. Doyte. I believe I worked for Wholesale Beer Co., then. 

Mr. Roginson. Who was your employer? 

Mr. Doyie. Lawrence Finerty and Leroy Jacobs. 

Mr. Roptnson. And how long did you stay in that business? 

Mr. Doyte. Probably 3 years. 

Mr. Rorwinson. Then what did you do? 

Mr. DoyLe. You mean after I left the beer business? 

Mr. Ropinson. That is right. 

Mr. Doyier. Well, I would have to refuse to answer that on the ground it 
would probably tend to incriminate me, for the time being. Afterward, I 
opened up a restaurant. In between times, I would not answer. 

Mr. Rorinson. What was the answer to the other question? You say you 
refuse to answer? 

Mr. DoyLe. I refuse to answer; yes, sir. 
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Mr. Ropinson. On the grounds it would tend to incriminate you? 

Mr. DoyLe. Yes, sir. 

Mr. Roginson. What was the last phrase you added? 

Mr. Dorie. That 1 opened up a restaurant. 

Mr. Rosrnson. Did you say “for the time being’’? 

Mr. Doytr. As of now; yes, sir. 

Mr. Rosinson. And under what law would it tend to incriminate you? 

Mr. DoyLe. Well, I don’t know, sir. 

Mr. Rosrnson. State law or Federal law? 

Mr. Doyter. There is a State law. I don’t know if there is a Federal law. 
Is there? 

Mr. Rosptnson. I am asking you. 

Mr. Doyte. Well, I don’t know. Iam not a lawyer, sir. 

Mr. Rosinson. What is the basis upon which you are refusing to answer? 
On the grounds that it would tend to incriminate you, so far as a State violation 
is concerned? 

Mr. DoYLE. Maybe both. 

Mr. Rosrnson. It may be both? You are guessing now, is that right? 

Mr. Doyte. I know what the State law is. I don’t know what the Federal 
law is. 

Mr. ROBINSON. You are guessing at it? 

Mr. Doy.er. Could be. 

Mr. Ropinson. I suggest to the chairman that he direct the witness to answer 
the question. 

Senator Hunt. The Chair directs the witness to answer the question of counsel, 

Mr. Doyte. I still refuse to answer, Mr. Chairman. I am sorry. 

Mr. Rosinson. Now, what was the year that you left the beer business? 

Mr. Doyte. In 1943, I believe, sir. 

Mr. Roninson. And do you remember was it before 1948 or during the year 
1943? 

Mr. Doyie. I am not sure. It could have been the latter part of 1942 or the 
early part of 19438. 

Mr. Rosinson. Were you in a business during the year 1948 in which you got 
commissions? 

Mr. Doy.ie. Commissions? 

Mr. Ropinson. Yes. 

Mr. Doyie. I refuse to answer that for the same reason. 

Mr. Ropinson. I request the chairman to direct the witness to answer the 
question. 

Senator Hunt. The chairman directs the witness to answer the question. 

Mr. Doy.e. I refuse to answer, Chairman. 

Mr. Rowinson. Do you recall what the amount of income was that you got 
in 1943? 

Mr. DoyLe. No, sir; I don’t. You have my records on that. I gave you all my 
books for every month in Chicago at the time. 

Mr. Roginson. Would your recollection be it was somewhere around $8,000? 

Mr. DoyLe. | imagine it would probably be around that. 

Mr. Ropinson. Would you state that that was commissions? 

Mr. Dorie. Well, I have already refused to answer that question, sir. 

Mr. Rosinson. Very well. What business are you in at present? 

Mr. Doy.Le. Restaurant business. 

Mr. Rosrnson. What is the name of the restaurant? 

Mr. Doy.Le. Jackson’s Restaurant. 

Mr. Roswinson. Where is that located? 

Mr. Doyier. 5101 East Dunes Highway, in Gary. 

Mr. Rostnson. How large a restaurant is that? 

Mr. DoyLe, Well, our main dining room seats 175. Then we have a lunch- 
room on the other side that seats approximately 25. 

Mr. Rogpinson, That is a very sizable restaurant, is it not? 

Mr. Doyte. Yes, sir. 

Mr. Ropinson. And a very profitable one? 

Mr. Doyre. Well, I think it will be. 

Mr. RosiNnson. What other businesses are you in, Mr. Doyle? 

Mr. Doy.ie. Other than the restaurant business? 

Mr. Rogsrnson. That is right. 

Mr. Doy Le. I refuse to answer for the same reason, 
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Mr. Rosrnson. What is the basis for your refusal to answer that question? 

Mr. Doyie. On the grounds it would tend to incriminate me. 

Mr. Ropinson. Federal or State offense? 

Mr. Doy Le. It could be either one. Iam not sure of that Federal offense, Mr. 
Robinson. You keep asking me about that. Maybe you should enlighten me on it, 

Mr. Rogpinson. I think I can enlighten you to this extent: That you have no 
right to refuse to answer a question on the grounds it would tend to incriminate 
you so far as a Federal offense is concerned. 

Mr. Dorie. And how about the State? 

Mr. Roninson. Is that the grounds upon which you are refusing to answer? 

Mr. DoyLe. I am not answering that; no. 

Mr. Roprnson. Have you gotten advice of counsel? 

Mr. DoyLE. No. I am refusing to answer it on the grounds it would tend to 
incriminate me. 

Mr. Roprnson, And you have no real basis for that? You are just assuming 
that it might? 

Mr. Dove. Just assuming that it might; that is right. 

Mr. Ropinson. I suggest to the chairman that the witness be directed to answer 
the question. 

Senator HuNT. Mr. Doyle, it seems to the chairman that you are placing your- 
self in a rather precarious situation by refusing to answer questions which you 
just think may jeopardize yourself. The Chair directs you to answer that 
question. 

Mr, Doyte. Mr. Chairman, my own personal feeling is I do not want to answer 
them. Maybe I am right, and maybe I am wrong. I know my own personal 
problems probably a lot better than you gentlemen do up there. 

Senator Hunr. The Chair directs you to answer the question. 

Mr. Doy.Le. Well, I am sorry, | refuse to answer, sir. 

Mr. Rosinson. Well, Mr. Doyle, did you bring any records with you? 

Mr. DoyLe. No, sir; I did not. I didn’t have time. I could not get a plane out 
of Gary last night. I had to rush to get a 5:20 train, and the fact that my 
records were in your possession in Chicago for over a month, I did not think it 
was that necessary, either. 

You subpenaed me and my records over a month ago When you were in Chicago, 
and I left them there a month, and you returned them on your own volition 

Mr. Rorrnson. That is right. 

Mr. Dorie. Is that right? 

Mr. Ropinson. That is correct. I did want to have you produce some of your 
records so that I could refer to them. 

Mr. Doy_e. I know, but I only had 24-hour notice to be in Washington. 

Mr. Ropinson. I understand that. Well, your records show, Mr. Doyle, that 
you have an interest in a company called the Calumet News Co. Will you state 
where that company is located? 

Mr. Dorr. I refuse to answer, sir, on the same grounds, and same reason. 

Mr. Rosrnson. Well—— 

Senator Hunt. Mr. Doyle, to conserve our time, shall we have an understand- 
ing that on all questions which you refuse to answer, you understand that the 
Chair is directing you to answer? 

Mr. DoyLe. Yes, sir: I understand. 

Senator HuNtT. Instead of putting the situation before you each individual 
time, 

Mr. Doyue. Yes, sir. 

Mr. Roprnson. You understand that, Mr. Doyle. 

Mr. Dove. Yes, sir. 

Mr. Roginson, The record of the Calumet News Co. shows that it pays $250 
a week for wire service. Is that correct? 

Mr. Doyter. I refuse to answer, sir. 

Mr. Rosrnson. You do not deny that that record is of the Calumet News Co., 
which you produced in response to the subpena? 

Mr. Doyte. I refuse to answer. 

Mr. RoBinson. Do you understand my question ? 

Mr. Doyte. You are asking me to deny it. Iam not denying it. I am refusing 
to answer it, Mr. Robinson. 

Mr. Ropinson. But you did produce those books as your books of the Calumet 
News Co., in response to the subpena? 
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Mr. Doyie. You asked for books and records. Did you ask for the Calumet 
News in your subpena? 

Mr. Rosinson, I think we asked for all books and records that showed payment 
for wire service. 

Mr. Dorie. Anything that I received a payment out of, I believe. 

Mr. Rostnson. Well; I do not think the subpena specified particularly the 
Calumet News Co., but we did ask for all your books and records on any business 
that you were engaged in, and you produced the books and records of the Calumet 
News Co. 

Mr. Doyte. Yes, sir. 

Mr. Rosrnson. Which I assume were your books. 

Mr. Doy.e. That is right. 

Mr. Roprnson. And were books of a company in which you had an interest. 
Otherwise, I can’t see any particular purpose for your producing the books. 

Mr. Doyte. That is right. 

Mr. Rosinson. And those books showed that you paid, or the Calumet News Co. 
pays, $250 a week for wire service. You do not deny that that statement exists 
in the books that you produced? 

Mr. DOYLE. No, sir; I don’t. 

Mr. Rosrnson. To whom was that $250 paid? 

Mr. Doy.Le. I refuse to answer, for the same reason. 

Mr. Rogstnson. Mr. Doyle, what is the Calumet Novelty Co.? 

Mr. DoyLe. I refuse to answer that also. 

Mr. Rosinson. Do you have an interest in the Calumet Novelty Co.? 

Mr. DoyLe. Yes, sir. 

Mr. Rosinson. What was your answer? 

Mr. DoyLe. Yes; I answered the question. 

Mr. Ropsinson. I did not hear it. 

Mr. Doyte. I said “Yes, sir.” 

Mr. Rosprnson. You do have an interest in it? 

Mr. Dore. Yes, sir. 

Mr. Rogprnson, And what is your interest in that company ? 

Mr. DoyLe. I refuse to answer that. I admit for the record that I have some- 
thing to do with Calumet News and Calumet Novelty Co. ; yes, sir. 

Mr. Rosinson. You do have something to do with it? 

Mr. Dorie. I did have; yes, sir. 

Mr. Rosrnson. Do you presently have anything to do with it? 

Mr. DoyLe. That I would refuse to answer. 

Mr. RoBinson. But you did have at one time. 

Mr. Doyle. Well, let’s just leave it there. I answered your question there. 

Mr. Rosinson. But you did have an interest in it at one time? 

Mr. DoyLeE. Yes, sir. 

Mr. Rospinson. What was the extent of your interest at that time? 

Mr. Doy Le. I refuse to answer, sir. 

Mr. Rosinson. Were you in partnership with somebody else? 

Mr. DoyLeE. I would refuse to answer that also. 

Mr. Roginson. What type of business was it? 

Mr. DoyLe. I would refuse to answer that also, sir. 

Mr. Rosprnson. Was it a slot-machine business? 

Mr. Doy LE. I would refuse to answer. 

Mr. Rosinson, Do you own any slot machines? 

Mr. DoyLE. I would refuse to answer. 

Mr. Rosrnson. Well, your records show that you do own slot machines. Do 
you deny that your records show that? 

Mr. Doyte. The records that I produced to you? 

Mr. Rosrnson,. That is right. 

Mr. DoyLe. I am not admitting that I own slot machines, sir. I would refuse 
to answer the question. 

Mr. Rosprnson. Are your records wrong, then? 

Mr. DoyLe. I did not say they were wrong; no, sir. I am refusing to admit that 
I own slot machines. 

Mr. Roptnson. The records show you own 129 slot machines. Do you deny 
that? 

Mr. DOYLE. I won’t deny it or admit it. 

Mr. Ropinson. Where is the Calumet News Co. located? 

Mr. DoYLe. Where is the Calumet News Co. located? 

Mr. Rosinson. That is right. 
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Mr. DoYLe. 21 West Tenth, I believe. 
Mr. Roprnson. And was the name of that company always the Calumet Novelty 


Mr. Doy.e. Are you speaking of the Calumet News or Novelty Co.? 
Mr. RosBinson. Calumet Novelty Co., first. 

Mr. DoyLe. As far as I know 
Mr. Rosinson. Was the name of the Calumet News Co. always that name? 

Mr. Doy Le. As far as I know. 

Mr. Ropinson. What is the Commercial News Co.? 

Mr. DoyLe. Never heard of it. 

Mr. Rostnson. What type of building is located at 21 West Tenth Avenue? 

Mr. DoyLe. Stores; hotel above it. 

Mr. Rosinson. Is there a Commercial News Co. located at that address? 

Mr. DoyLe. Not to my knowledge. 

Mr. Rospinson. Do you know a person by the name of Joe Elias? 

Mr. Doy.e. Yes, sir. 

Mr. Rospinson. And do you know a person by the name of Broadway Bill 





Brown ? 


Mr. Doyte. Yes, sir. 

Mr. RoBinson. Who are they? 

Mr. Doyte. I would refuse to answer. 

Mr. RoBINSON. Were you ever in business with them? 
Mr. DoyLe. With them? 

Mr. Rostnson. That is right. 

Mr. DoyLe. No, sir. 

Mr. Rosinson. Do you not know that they operate or did operate at one time the 


Commercial News Co.?° 


Mr. DoyLe. No, sir; never heard of that. 

Mr. ROBINSON. Were they associated with the Calumet Novelty Co.? 
Mr. DoyLe. Calumet Novelty Co. ? 

Mr. Rostnson. That is right. 

Mr. DoyYLe. No, sir. 

Mr. Roptnson. Are they associated with the Calumet News Co. ? 

Mr. DoyLe. They could have been ; yes, sit 

Mr. RoBinson. What was that? 

Mr. Doyie. They could have been. 

Mr. RoBinson, Well, are they? 

Mr. Doy ie. I believe they were. 

Mr. Roptnson. Are they still? 

Mr. Dorie. To my knowledge; no. 

Mr. RKosinson. Were you associated with them at one time? 

Mr. DoyLe. I would refuse to answer that, sir. 

Mr. Rowinson. Mr. Doyle, did you ever have any dealings with the Automatie 


Coin Machine & Supply Co.? 


Mr. DoyLe. I would refuse to answer, sir. 
Mr. RoBinson. You know of the company? You know of the company, do you 


not? 


Mr: Doytr. Yes, sir; very well. 

Mr. Rospinson. And where are they located? 

Mr. Doy Le. In Chicago, somewhere. 

Mr. Roptnson. And did you ever make payments to that company? 

Mr. Doyte. I would refuse to answer, sir. 

Mr. RoBinson. What is the company? What do they deal in? Do you know 


that? 


Mr. Doyte. Yes, sir. 

Mr. Roginson. Well, what do they sell? 

Mr. DoyLe. Slot machines. 

Mr. RoBinson. What other items? 

Mr. DoYLe. I don’t know. 

Mr. Rosinson. Do they sell parts? 

Mr. Doy.e. 1 imagine they do. 

Mr. Rosrinson. And you do not deny the fact, do you, that the books and records 


which you produced in response to the committee’s subpena showed the payment 

by you, check signed by you, payable to the Automatic Coin Machine & Supply 

Co. for a period from January 1948 to March 1949, totaling approximately $24,000? 
Mr. DoyLe. You are asking me now to admit that? 
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Mr. RopiNson. Well, you have made payments by check to that company, have 
you not? 

Mr. Doy.e. That is right. 

Mr. Roprnson. In approximately that amount? 

Mr. DoyLe. Yes, sir. ’ 

Mr. Rosinson. And what would those payments be for? 

Mr. Doyir. Well, I would refuse to answer that, sir. 

Mr. Rostnson. It is for slot machines, is it not? 

Mr. Doyte. I don’t know. I would not say. I would refuse to answer it. 

Mr. Ropinson, Mr. Chairman, I would like to introduce in evidence a document 
showing the sums paid by Mr. Doyle to the Automatic Coin Machine & Supply Co. 
for the period from January 21, 1948, to March 8, 1949, in the sum of $24,025.08, 
which was taken from the books and records produced by Mr. Doyle pursuant to 
his subpena issued by this committee. 

Senator Hunt, The exhibit will be received in the record, and will be designated 
“Doyle Exhibit No. 1.” 

(The document referred to was marked “Doyle Exhibit No. 1.) 

Mr. Ropinson. Do you know Ed Vogel, Mr. Doyle? 

Mr. Dorie. No, sir; I don’t. 

Mr. Roginson. Have you ever heard of him? 

Mr. Doy.e. I believe I read about him in the paper. I don’t know him, though. 

Mr. Ronrnson. Did you ever have any dealings with him? 

Mr. Doyir. No, sir. 

Mr. Rosinson. Mr. Doyle, what is the arrangement that you have when you 
place slot machines in Gary, so far as the splitting of profits is concerned? 

Mr. Dove. I would refuse to answer that, sir. 

Mr. Roprnson. Is it true that your records show that the split is on a 60-40 
percent basis? 

Mr. Dorie. I would refuse to answer. 

Mr. Rosinson. Does the Calumet News Co. sell news to bookies in Gary? 

Mr. Dorie. I would refuse to answer, sir. 

Mr. Ropinson. Is it true that the Calumet News Co. books show that the cus- 
tomers to whom it sells news, split their profits with the Calumet News Co, on 
a HOO basis? 

Mr. Doyie. I would refuse to answer, sir. 

Mr. Ronrnson. Mr. Doyle, who is Mr. Crawford, William H. Crawford? 

Mr. DoryLe. What do you mean by “who is he”? 

Mr. Ropinson. Let me rephrase it. Do you know a William H. Crawford? 

Mr. Doy.r. Yes, sir. 

Mr. Ropinson. And where does he live? 

Mr. DoyLe. Right now, I could not tell you. I haven’t seen him in a year. 

Mr. Ropinson. What business was he in, if you know? 

Mr. DoyLe. At what time? 

Mr. Roninson. Well, let us say 1949. 

Mr. Dorie. I would refuse to answer, sir. 

Mr. Rosinson. He was in partnership with you in 1949, was he not? 

Mr. Dorie. I would refuse to answer. 

Mr. Rosinson. And has been in partnership with you since 1946? 

Mr. Doyie. I would refuse to answer, sir. 

Mr. Ropinson. Who is Mr. Kirsch? 

Mr. Doy_e. What do you mean, Mr. Robinson, who he is? 

Mr. Rontnson. Do you know a Mr. Kirsch? 

Mr. Doyie. Yes, sir. He is dead. 

Mr. Roginson. When did he die? 

Mr. Doyie. Oh, I imagine, I believe last September, something like that. 

Mr. Roginson. And what business was he in? 

Mr. Dove. I would refuse to answer, sir. 

Mr. Ropinson. You were in partnership with him also, were you not? 

Mr. Doyire. I would refuse to answer. 

Mr. Rozinson. In the Calumet News Co.? 

Mr. Doyie. I would refuse to answer. 

Mr. Rogtnson. Now, who is John A. Elias? 

Mr. Dorie. You keep asking me; who is he? Do you mean do I know John 
A. Elias? 

Mr. Roginson. Do you know him? 

Mr. Doyie. Yes, sir; I know him. 

Mr. Roginson. And are you in business with him? 

Mr. Dorie. No, sir. 
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Mr. Ropinson. Have you ever been in business with him? 

Mr. Doyie. I would refuse to answer, sir. 

Mr. Roninson. Do you know Paul and Donald M. Dacey? 

Mr. Dorie. Yes, sir. 

Mr. Rosinson. And have you been in business with them ? 

Mr. Doy.e. I would refuse to answer. 

Mr. Rosrinson. What is the 442 Club’? 

Mr. DoyLe. What do you mean by “what is the 442 Club’? 

Mr. Rosinson. Do you know of a 442 Club? 

Mr. Dorie. At the present time, you mean? 

Mr. Ropinson. Yes. 

Mr. DoyLe. No, sir. 

Mr. Rosrinson. Did you know of it? 

Mr. Doyte. Yes, sir. 

Mr. Ropinson. And did you have an interest in it ? 

Mr. Doyie. I would refuse to answer. 

Mr. Roninson. What sort of club is it? 

Mr. Dorie. I would refuse to answer also. 

Mr. Rosinson., What is the Paradise Recreation Co.?) Do you know of such 
a company ? 

Mr. Doyie. Oh, that was a bowling alley. 

Mr. Ropinson. Do you have an interest in that ? 

Mr. Doyie. I did: ves, sir. 

Mr. Rosinson. Do you still have an interest in it? 

Mr. Doyie. No. 

Mr. Rosinson. Who were your partners in that? 

Mr. Doyie. William Crowe and Robert Rice. 

Mr. Ropinson. Do vou know a man by the name of Sonny Sheetz? 

Mr. Doyue. Yes, sir. 

Mr. Rosinson. Do you know a man by the name of Warren Gardner, known 
as Pete Gardner? 

Mr. Doyie. Are you sure you have the name right, the first name? 

Mr. Ronrnson. It is Warren or William. 

Mr. Doyie. I believe it is William. 

Mr. Ropinson. He is known as Pete Gardner: is that right? 

Mr. Doy Le. Yes, sir. 

Mr. Rosinson. How long have you know them? 

Mr. Doyie. Gardner not so long. Sheetz probably—I don't know—12, 15 
years. 

Mr. Rosinson. And what business are they in? 

Mr. DoyLe. Well, that wouldn't be for me to answer what business anyone 
is in. 

Mr. Rontnson. Well, do you know? 

Mr. Dorie. I would refuse to answer, sir. 

Mr. Ronrnson. You refuse to answer as to what business they are in? 

Mr. Doyie. That isn’t my place to tell you what business someone else is 
in, Mr. Robinson. 

Mr. Rorinson. Well, do you know? 

Mr. Doyte. No. I willsay I don’t know what business they are in 

Mr. Rosinson. You say you do not know what business they are in? 

Mr. Dorie. That is right. I heard of rumors what business a lot of people 
were supposed to be in; but for me to say for a fact that I know what business 
you or anyone would be in, I would be lving to say that. 

Mr. Rosrnson. Tell me what you have heard as to what business they were in 

Mr. Dorie. No, sir; I would not. I would refuse to. 

Mr. Rosinson. You refuse to tell what you have heard ? 

Mr. Doyte. That is right. : 

Mr. Ronrnson. On the grounds it would tend to incriminate you? 

Mr. Doyir. No. I don’t think it is good judgment for me to tell somebody 
else what somebody else’s business is. 

Mr. Ropstnson. I ask the chairman to direct you to answer the question as to 
what vou have heard as to what business Sheetz is in. 

Mr. DoyLe. I would refuse to answer, sir. 

Senator Hunt. I understand, Mr. Doyle, that you are refusing to answer a 
question that could in no way incriminate yourself 

Mr. Dorie. Well, I don’t think it’s fair, Mr. Chairman, for Mr. Robinson to 
put me on the spot by making me say that I know another mun’s business when 
what I hear is rumors. 
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I couldn't go in and testify that I know what that man’s business is. 

Senator Hunt. We are not interested in your observations, Mr. Doyle. You 
stand on refusing to answer the question? 

Mr. Dorie. That is right; yes, sir. 

Mr. Rogrnson. Let me put it another way, Mr. Doyle. Have you not heard 
that both of those individuals operated a place ealled the Big House? 

Mr. DoyLe. No; I will refuse to answer that. 

Mr. Roprnson. You have never heard that? 

Mr. Doyte. I did not say I never heard of it. I am just refusing to answer it. 

Mr. Rosinson. Have you ever been in a place called the Big House? 

Mr. DoyLe. No, sir; I never have. 

Mr. Rosrnson. It is true, is it not, that both those individuals run the Big 
House? 

Mr. Doy te. I don’t know, sir. 

Mr. Rogrnson. And it is true, is it not, that that is one of the largest gambling 
establishments in the east Chicago area, Gary, and Hammond area; is that not 
true? 

Mr. Doy.ire. I do not know. I have never been in there. 

Mr. Rorinson. And is it not also true that the returns from that house approxi- 
mate $1,000,000 a year? 

Mr. Doyte. I repeat, I have never been in the Big House, Mr. Robinson. 

Mr. Rosinson. Have you ever telephoned to that place? 

Mr. Doy Le. No, sir; I never have. 

Mr. Rostnson. Have you ever received any calls from that place? 

Mr. Doyie. No, sir; to my knowledge, no. 

Mr. Rozninson. Mr. Doyle, who was Larry Finerty? I assume you knew him? 

Mr. DoyLe. Yes, sir. 

Mr. Rogrnson. And knew him for a number of years? 

Mr. Doy.e. Yes, sir. 

Mr. Rosrnson. How well did you know him? 

Mr. DoyLe. Quite well. 

Mr. Rosinson. Were you ever in business with him? 

Mr. Doyte. I worked for him. 

Mr. Rogstnson. And in what type of business was he engaged? 

Mr. DoyLe. He had a wholesale beer company at that time. 

Mr. Rostnson. And did you work for him after you left the wholesale beer 
company? 

Mr. Doy Le. No, sir. 

Mr. Ropinson. What business did he go into after the wholesale beer company? 

Mr. Doytr. Well, he had an oil and supply company over in Indiana Harbor. 

Mr. Rogrnson. What other business? 

Mr. DoyLe. That is all; to my knowledge. 

Mr. Rogrnson. To your knowledge, what business did he try to go into? 

Mr. Dorie. None that I know of. 

Mr. Rosrnson. Do you know that he attempted to go into the wire-service 
business? 

Mr. Doy ie. No, sir; not to my knowledge. 

Mr. Rozsrnson. Do you know that he attempted to get wireless service? 

Mr. DoyrLe. Not to my knowledge; no, sir. 

Mr. Rorrnson. Is he still living? 

Mr. Doy Le. No, sir; he isn’t. 

Mr. Rosrnson. What happened to him? 

Mr. DoyLe. He was killed. 

Mr. Roprnson. When was he killed? 

Mr. Doy Le. I believe in 1945. 

Mr. Roprnson. And was the murder ever solved? 

Mr. Doyre. No, sir. 

Mr. Rosrinson. Do you know at the time that he was killed that he was at- 
tempting to get wire service? 

Mr. Doy.e. No, sir; I do not. 

Mr. Ropsrnson. You heard that? 

Mr. Doyie. I believe you are the one that told me it the first time. 

Mr. Roprnson. You never heard that from any other source except myself? 

Mr. Doy Le. NO, sir. 

Mr. Rogpinson. Did you also ever hear that he had paid a week’s advance for 
the wire service to the Midwest News Co.? 

Mr. DoyLe. No, sir; I did not. 
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Mr. Rogsinson. Just prior to the time he was shot? 

Mr. Doyre. No, sir. 

Mr. Ropinson. Were you ever in any gambling business with Larry Finerty? 

Mr. DoyLe. No, sir. 

Mr. Rosinson. Did you ever work as a miss-out man? 

Mr. Doy Lr. No, sir. 

Mr. Rogrnson. Did you know Larry Finerty’s brother, Joseph Finerty? 

Mr. Doyte. Yes, sir. 

Mr. Rosinson. How well did you know him? 

Mr. Doyie. Oh, I knew him fairly well. 

Mr. Ropinson. And was he not the mayor of Gary for some period of years? 

Mr. Dorie. Yes, sir. I wonder if I could get a glass of water. My throat is 
giving out here. 

Mr. Rontnson. Did you know a Harry Hyams? 

Mr. DoyLe. No, sir; I do not. 

Mr. Rostinson. Have you ever heard of him? 

Mr. DoyLe. Yes; I have heard of him 

Mr. Roginson. Did you ever hear of him in connection with Sheetz and 
Gardner? 

Mr. Doy.Le. I refuse to answer. I have heard of him. 

Mr. Rogrnson,. Is it not true that he was a partner of Sheetz and Gardner? 

Mr. Dove. I couldn’t answer that. 

Mr. Ropinson, And you never have heard of that partnership which operated 
the Big House? You never had heard that? 

Mr. Doyie. That 

Mr. Rosrnson. That those three individuals operated the Big House 

Mr. Doyte. Yes; I probably have heard it; but to me that is just rumors. I 
couldn't say that they did or have or anything like that. 

Mr. Roprnson. And had you ever heard any rumors of what business the 
Big House was? 

Mr. Doy Le. Yes, sir. 

Mr. Roptnson. And what were those rumors? 

Mr. Doyie. That they gambled there. 

Mr. Rowinson. That they ran a book there? 

Mr. Doyte. Yes, sir. 

Mr. Ropinson. And ran roulette? 

Mr. Doyie. I have never been in there, Mr. Robinson 

Mr. Ropinson. I mean, have you heard that? 

Mr. Doyie. You hear a lot of things; certainly. 


Mr. Ropinson,. It was pretty general knowledge: was it not? Would you say 
it was general knowledge? 
Mr. Dorie. Yes; that the Big House was operating, you mean’ 


Mr. Ropinson. That is right. 

Mr. Dove. Yes. 

Mr. Roprnson. Did you ever hear of the Big House having any trouble so far 
as being raided by the law-enforcement officials? 

Mr. Doyie. I don’t live in Indiana Harbor, Mr. Robinson. I don’t hear a 
lot of things that happened in Indiana Harbor. 

Mr. Roptnson. Have you ever been arrested, Mr. Doyle? 

Mr. DoyLe. About 20 years ago, probably, one minor little affair. 

Mr. Rospinson. You have never been arrested while you were in Gary ? 

Mr. Doy1e. No, sir. 

Mr. Rosinson. Who is the chief of police there? 

Mr. Doyie. Millard Mattarena. 

Mr. Rosinson. Have you known him a long time? 

Mr. Doyte. Quite long; 10 years probably. 

Mr. Roztnson. Have you been quite friendly with him? 

Mr. DoyLE. No; I couldn't say. You mean friendly how? That we would go 
out together, things like that? 

Mr. Rogrnson, That is right. 

Mr. DoyLe. No, sir; no. 

Mr. Rosinson. Now, who is Virginia Finerty? 

Mr. Doyie. That was Larry Finerty’s wife. 

Mr. Ropinson, And she was on your payroll? 

Mr. Dorie. I will refuse to answer that, sir. 

Mr. RosrNson. Did you not pay her $500 a month for a period of time? 

Mr. Doyie. How far back? Is this before Mr, Finerty’s death or afterward? 

Mr. Rosinson, I believe it was after Mr. Finerty’s death 
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Mr. DoyLr. Well, I will refuse to answer. 

Mr. Ropinson. Would you deny that your 
Finerty by checks signed by you? 

Mr. DoyLe. No. I wouldn't deny it. 
do what I wanted with it, couldn't 1? 

Mr. Rosrnson. I am merely inquiring as to why you would be paying Larry 
Finerty’s widow. Was she working for you? 

Mr. DoyLe. No, sir. 

Mr. Rosrnson. Performing some job for you? 

Mr. DoyLe. No, sir. 

Mr. Ropinson, What would be the purpose of paying her? 

Mr. Dorie. Good friends. 

Mr. Rosinson. Some obligation you felt to her husband? 

Mr. DoyLe. No, sir. 

Mr. Roginson. Or was it just sort of a friendly, charitable gesture on your 
part? 
Mr. DoyLe. That is right. 


records show payments to Mrs. 


I think the money would be mine, I could 


Mr. Ropinson. Well, for how long a period of time did you pay her, approxi- 
mately ? 


Mr. DoyLe. Oh, I gave her money off and on, maybe over a period of 3 years 
or so. 

Mr. Roninson. Did you ever hear of the R. & H. Publishing Co.? 

Mr. Doyie. R. & H. Publishing Co.? 

Mr. RoBINSON, Yes. 5 

Mr. DoyLe. I believe I read it in the paper. 

Mr. Ropinson. Have you ever done business with them ? 

Mr. DoyLe. No, sir. 

Mr. Ropinson. Have you ever heard of the Midwest News Co.? 

Mr. Doy.e. Yes, sir. 

Mr. RoBinson. Have you ever done business with them ? 

Mr. DoyLe. No, sir. 

Mr. Ropinson. Have you ever heard of the General News Co.? 

Mr. DoyL_e. General News? 

Mr. Ropinson. Yes. 

Mr. DoyLe. I don’t think so. 

Mr. Roprnson. Have you ever heard of Transamerican Publishing Co.? 

Mr. Doyie. I have heard of that: yes. 

Mr. Roginson. Did you ever do business with them? 

Mr. Dorie. No, sir. 

Mr. Ropinson. Do you know who transmits wire service into the Gary area? 

Mr. DoyLe. Well, I will refuse to answer that, sir. 

Mr. Rosinson. Let me put another way. Do you know how 
establishments in Gary obtain their wire service news? 

Mr. Doyie. I would also refuse to answer that. 

Mr. Ropinson. Now, as to Virginia Finerty, was there anything else besides 
this charitable feeling on your part? 

Mr. DoyLe. None whatever. 

Mr. Rosrnson. That was the basis for your paying? 

Mr. DoyLe. None whatever. 

Mr. Robinson. Did it have anything to do with the death of her husband? 

Mr. DoyLe. Did I? 

Mr. Rosinson. I say, did the payments have anything to do with the death 
of her husband? 

Mr. DoYLe. No, sir; absolutely none. 


the bookmaking 


Mr. Rosinson. Did I ask you—I don’t remember—what was the date of his 
death? Do you remember? 

Mr. Dove. It was in 1945. The date T can’t recall. 

Mr. Rosrnson. And you heard, of course of the death of James Ragen? 

Mr. Doyuie. Yes, sir. 

Mr. Ropinson. Did you ever connect the two up in your own mind in any way? 

Mr. DoyLe. No, sir. 

Mr. Ropinson. Now, Mr. Doyle, do you know Blaz A. Lucas? 

Mr. DoyLe. Yes, sir. 

Mr. Ropinson. And who is he? 

Mr. Doyie. He was deputy prosecutor in the city of Gary. 

Mr. Ropinson. He was what? 

Mr. DoyLe. Deputy prosecutor in the city of Gary. 
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Mr. RKopinson. And how long did you know him? 
Mr. DoyLe. Oh, probably 7, 8 years, T imagine. 
Mr. Roginson. And you knew him quite well? 


Mr. DoYLe. Oh, | knew him well enough to say hello to him 
ves 


: things like that: 


Mr. Rorinson. And did you support him in his political campaign ? 

Mr. DoyLe. Well, Mr. Lucas never ran for office 

Mr. Roninson. Did you support his candidates? 

Mr. DoyLe. Well, I will refuse to answer that 

Mr. Ropinson, Did you ever make any political contributions to Mr. Luc: 
Mr. DoyLr. No, sir. 

Mr. RoriNson, Or anyone else’s candidacy? 

Mr. DoyLe. No, sir. 


Mr. Roprnson. You have been quite interested in politics in Gary itself; is that 
right? 
Mr. Doy.Le. Well, that is a rather hard question to answer. No, sir, I will just 


leave it no comment. 

Mr. Ropinson, Well, it is a very simple question 

Mr. Doyir. I know it is. It is too simple to answer. 

Mr. Rosprnson, Have you been interested in politics in Gary? 

Mr. Doyie. To an extent, at times. 

Mr. Roninson. You have been interested in the person who gets the office 
of prosecuting attorney and the office of the chief investigator, have you not? 

Mr. Doyie. Not particularly; no. 

Mr. Roninson, What do you mean by “not particularity’ 

Mr. Doyie. Well, I could be interested in politics. You are bringing out 
office. When you say, “Are you interested in politics,” 
particular office ? 

Mr. Rogrinson. Well, what about the other offices? Inc 

Mr. Dove. I could be interested in politics if 1 
have to be a prosecutor necessarily ; would it? 

Mr. Rosinson. Mr. Doyle, I am asking you. 

Mr. Doyie. Well, Iam trying to explain it the best way I know how 

Mr. Ropinson. Have you been interested in who 
sheriff? 

Mr. DoyLe. Not particularly ; no. 

Mr. Ropinson. Have you ever made contributions to 

Mr. Doyir. No, sir. 

Mr. Ropinson. Have you ever been solicited for Contributions? 

Mr. Doyvir. No. 

Mr. Ropinson. Have you ever made any political contributions * 

Mr. DoyLe. Well, do you mean by that did I ever spend any money 

Mr. Rosrnson, Well, let us approach it that way. Have 

Mr. DoyLre. Yes; I have. 

Mr. Ropinson. And was it in connection with the prosecutor's office? 

Mr. DoyLe. It was in connection with general elections 

Mr. RoBrinson. Do you know a man by the name of Schwartz? 

Mr. DoyLe. Schwartz? 

Mr. Rowinson. Yes. 

Mr. Doy Le. Yes, sir. 

Mr. RorrNson. What is his first name’? 

Mr. Doyie. Ben. 

Mr. Rorprnson. Ben Schwartz? 

Mr. DoyLe. That is right. 

Mr. Rogpinson. And what position does he occupy? 

Mr. DoyLe. He was prosecutor of Lake County. 

Mr. Ropinson. And how long have you known him? 

Mr. DoyLe. Oh, 10 years, probably. 

Mr. RogrNson. Have you known him quite well? 

Mr. DoyLe. Yes; I have known him quite well. 

Mr. Ropinson, And you helped him out in all the campaigns that he has been 
engaged in? 

Mr. DoyLe. Well, there is only two times that he ever ran for office 
he was elected. The other time he was defeated. 

Mr. Rostnson. But you helped him in his campaign ? 

Mr. DoyLe. Well, I helped, you might say, a general 
ticular. 


one 
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Mr. Rosinson. Do you know anything about the record he had while in oftice, 
so far as putting down gambling is concerned? 

Mr. Doyie. I didn’t quite understand that, Mr. Robinson. 

Mr. Rogprnson. Do you know anything,about the record he had while in office 
so far as putting down gambling is concerned? 

Mr. Doyie. Well, I don’t think that is for me to answer that. 

Mr. Roprnson. Well, you either know or you do not know. Did he have a 
good record, so far as you know? 

Mr. Doyle. I think he had a fairly good record ; yes. 

Mr. RoniNson. Were you ever arrested by him? 

Mr. Doyle. By him? 

Mr. Roptnson. Yes. 

Mr. DoyLe. No, sir. The prosecutor is not in the habit of making arrests at 
any time, 

Mr. RoBInson. Were you ever prosecuted by him? 

Mr. Doy.e. No, sir. 

Mr. Rosrnson. Were you ever arrested by or investigated by his deputy, Lucas? 
Or anyone in his office? 

Mr. Dorie. No, sir. 

Mr. Rosrtnson. In connection with gambling? 

Mr. DoyLe. No, sir. 

Mr. Ropinson. Never? 

Mr. Doyte. No. 

Mr. Rosinson. Do you know Francis Curry? 

Mr. Dorr. No, I don’t. 

Mr. Rosrnson. You never heard of him? 

Mr. DoyLe. No; I don’t think I have. 

Mr. Ropinson. You know Paul Jackson. He is your partner in the restaurant 
business; is that right? . 

Mr. DoyLe. That is right; yes. 

Mr. Roprtnson. Is he a partner with you in any other enterprises? 

Mr. Doyie. No, sir, he isn’t. The restaurant and the real-estate account that 
we have. 

Mr. Roprnson. Now, from an examination of your record, Mr. Doyle, your 
ledger book No. 1 on page 8 shows an item showing 40 percent house and 60 
percent to the new partnership. Could you explain that? 

Mr. Doyie. No; I don’t understand what you mean. 

Mr. Rosinson. That does not refresh your recollection ? 

Mr. Doytr. Not at all. 

Mr. Rosinson. In another one of your books which you produced, there is an 
item called “Ben Sub Book, 4509 Broadway, 40 percent to Ben, 60 percent to 
us.” That is in your ledger 1 at page 40. Does that mean anything to you? 

Mr. DoyLe. Well, I will refuse to answer that, sir. 

Mr. Roginson. Now, who is Joe Elias? Do you know him? 

Mr. Doyvie. Yes, sir. You asked me that before. 

Mr. Roptnson. Was he the same one? 

Mr. Doyie. That is right. 

Mr. Rosinson. I thought it was a different first name. 

Mr. DoyLe. No, sir. 

Mr. Rogrinson. Joe Elias. 

Mr. Doyie. The same one. 

Mr. Roprnson. Does he have a business at the Roosevelt Hotel? 

Mr. Doyie. No, sir; not that I know of. 

Mr. Rospinson. Is he a customer of yours? 

Mr. DoyLe. A customer of mine? 

Mr. Ropinson. Yes. 

Mr. Doyie. No, sir. 

Mr. Ropinson. Do you have a customer named Patrick Lahaie? 

Mr. DoyLe. What do you mean by “customer,” Mr. Robinson? 

Mr. Roprnson. A person that you deal with or sell something to. 

Mr. DoyLe. What was the name, Patrick what? 

Mr. Ropinson. L-a-h-a-i-e. 

Mr. DoyLe. What is the date on that ledger? 

Mr Rosinson. It is ledger 1, page 47. 

Mr. Dorie. Well, I will just refuse to answer it. 

Mr. Ropinson. Have you ever heard of the Gary Crime Commission? 

Mr. Doyte. Yes, sir. 
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Mr. Rosinson. Has that organization been interested in any of your activities? 

Mr. Doyte. Interested in my activities? 

Mr. Rospinson. Yes. 

Mr. DoyLE. How do you mean, Mr. Robinson? 

Mr. Rosinson. Well, have you ever been interviewed by them? 

Mr. DoyLe. No, sir. 

Mr. Rosprnson. You never have? 

Mr. DoyLe. No. 

Mr. Ropinson. You are, of course, familiar with the fact that that organi- 
zation had a wire recording in the office of Mr. Lucas, are you not? 

Mr. Doyte. I read the booklet on it; yes, sir. 

Mr. Ropinson, Is this the booklet? 

Mr. Dorie. Yes, sir; that is it. 

Mr. Roginson. And what would you say about the booklet? The booklet is 
entitled “The Microphone Speaks. Transcription of recordings of certain con- 
versations in the office of Blaz A. Lucas, chief Gary deputy of the Lake County 
prosecuting attorney, in which matters of public interest are concerned.” 

Have you read that pamphlet ? 

Mr. DoyLe. Yes, sir; I have. 

Mr. Ropinson. Do you wish to make any observations about it? 

Mr. Doyixe. No, sir. It is not my place to make the observations, 

Mr. Rogstnson. Do you care to make any observations on this transcript of 
the recording in which Mr. Lucas made this statement : 

“And here is something else—now, if you fellows had told me you wanted 
some machines, loaned some, I could have gotten you one from Jack Doyle.” 

Mr. Dorie. Does it say “Jack Doyle’? 

Mr. Rosrnson. That is right, “because Steve Sohacki has got no business 
putting anything in the city of Gary.” 

Mr. Doy.Le. I thought it just said “Jack.” Maybe I'm mistaken. It’s been 
quite awhile since I have read it. 

Mr. Ropinson. Is it true that the machines could have been gotten from you? 

Mr. DoyLe. Well, I will refuse to answer that, sir. 

Mr. Rorrnson. Did Mr. Lucas ever ask you for any money for any political 
campaign? 

Mr. DoyLe. No, sir. 

Mr. Rozinson. Did he ever send anybody or anyone to you soliciting money? 

Mr. DoyLe. No. 

Mr. Rosinson. Or soliciting your support? 

Mr. Doy.e. No, sir. 

Mr. Rozinson. Who is this chap that I just mentioned, Mr. Doyle, Lahaie? 
Is it somebody that you have known for some time? 

Mr. Dorie. Yes; I know him; yes, sir. 

Mr. Ronrinson. Do you know what business he is in? 

Mr. Dorie. He is in the dry-cleaning business. 

Mr. Rostnson. Is he in any other business? 

Mr. DoyLe. No, sir. 

Mr. RogiNson. Why would he appear on the books? 

Mr. Doyie. Well, that is why I asked how old the book was that you took 
it out of. 

Mr. Ropinson. Well, it was your ledger No. 1; I don’t know what year it was. 

Mr. DoyLe. I don’t know, either. 

Mr. Rosinson. With whom did you deal in the Automatic Coin Machine Co.? 

Mr. DoyLe. You mean individual names? 

Mr. Roprnson. Yes. 

Mr. Doyte. Irving Ovitz, I believe it is—O-v-i-t-z: I am not sure if it is the 
correct spelling on that. 

Mr. Rosrnson. Did you deal personally with him? 

Mr. DoyLe. Well, I will refuse - 

Mr. Rogrnson. For machines? 

Mr. Dorie. I will refuse to answer that. 

Mr. Rostnson. Who is L. B. Clayton? Do you know anybody by that name? 

Mr. DoyLe. Yes, sir. 

Mr. Roprnson. Is he still sheriff of the county? 

Mr. DoyLe. No, sir; he is not. 

Mr. Roprinson. When was he sheriff? 

Mr. DoyLe. He was sheriff 4 years, up until he went out of office this January 1 
of 1951. 
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Mr. Ropinson. How long did you know him? 

Mr. Dorie. Well, he is the ex-mayor of Gary also. 

Mr. Rosinson. Do you know him quite well ? 

Mr. Dorie. Yes, sir. 

Mr. Ropinson. Did he ever father you in any of your operations while he was 
sheriff ? 

Mr. DoyYLe. My operations? 

Mr. Rostnson. Yes; in any of your operations. 

Mr. Doyie. I will refuse to answer that. 

Mr. Ropinson, Did you ever hear of Harry Hines being in the wire service 
business? 

Mr. DoyLr. No, sir: I never have. 

Mr. Roptnson. Did you ever hear of his being associated with Frank Nitti? 

Mr. Doyie. I don’t know Frank Nitti, sir, and | don’t know Harry Hines. 

Mr. Ropinson. You have heard of Frank Nitti? 

Mr. Doyie. Yes: I have. 

Senator Hunr. The witness is excused. The hearing will stand in recess for 
5 minutes. 

(Short recess. ) 

Senator Hunr. Sheriff Culbreath, will you take the stand, please? 

The committee will come to order. Sheriff Culbreath, our counsel has some 
additional questions he wanted to ask you and that is the reason for your being 
asked to come to Washington today and we will proceed with the questioning 
at this time. 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 
ence to the contempts committed by John Doyle. 


Frsruary 17, 1951. 

Memorandum to Senator Estes Kefauver, chairman, re contempt of John Doyle 

(S. Res. 114): 

I have examined the record of the testimony of John Doyle, and it is my opinion, 
which has previously been conveyed to the committee, that the refusal by John 
Doyle to answer questions was contemptuous of the United States Senate, and its 
Special Committee To Investigate Organized Crime in Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the com 
mittee’s legal staff, I have advised the committee and now certify. that the con- 
tempts complained of are, in my opinion, punishable as a matter of law. In those 
instances where the witness asserted a claim of privilege, it is my opinion that 
the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might in 
criminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 

RupotpH Hatiey, Chief Counsel. 
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Marcu 30 (legislative day, Marcu 26), 1951.—Ordered to 


Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPOR 
[To accompany S. Res. 115] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Sen 
ate by Senate Resolution 202, Eighty-first Congress, second session, 
caused to be issued a subpena to George L. Bowers, 1000 North Vene 
tian Way, Miami, Fla. Attendance pursuant to said subpena, which 
was duly served, was had on February 16, 1951, at which time the wit- 
ness appeared. 

The said George L. Bowers pursuant to said subpena and in com 
pliane e therewith ap peared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, eee 
first Congress, second session. George L. Bowers, having appeared : 

a witness and having been asked questions, which questions were pert 
nent to the subject matter under inquiry, made answers as appeared 
in the record of the hearings on February 16, at Washington, D. C.. 
which record is annexed hereto and made a part hereof and designated 
“Annex I.” 

Asa result of said George L. Bowers’ refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con 
sisting of pertinent excerpts from the testimony of that day, the com 
mittee was prevented from receiving testimony and evidence concer 
ing the matter committed to said committee in accordance vith the 
terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pul 
suant to the committee’s inquiry pide to George L. Bow 
pertinent to the subject matter which under Senate Resolution 
Kighty-first Congress, second session, the said committee 
structed to investigate, and the refusal of the witness to ansv 
tions as set forth in annex I is a violation of the subpena u 
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the witness was directed to appear and answer pertinent questions to 
the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said com- 
mittee, as set forth below: 


SpeEcIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o'clock in room F-S2 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel, and 
Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose 
of taking testimony and all other committee acts, to hold hearings at such time 
and places as the chairman might designate with reference to the committee’s 
investigations of organized crime in the vicinities of the cities of Chicago, 
St. Louis, Kansas City, Miami, Miami Beach, and Philadelphia, and in the States 
of New York and New Jersey. 

Estes KEFAUVER. 

In accordance with the resolution of September 6, 1950, the chair- 
man designated himself as a subcommittee of one to swear witnesses 
and to hear testimony at Washington, D. C., on February 16, 1951. 

After reviewing the testimony and other facts as set forth herein, 
the committee adopted a resolution, as set forth below : 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, MARCH 22, 1951 


The committee met at 4:45 p. m. in room 435, Senate Office Building. There 
were present the chairman and Senators Wiley and O’Conor. 

The chairman presented to the committee the minutes of the committee meet- 
ing of February 16, 1951, together with a resolution made on September 6, 1950. 

The chairman stated to the committee that the chairman had designated a 
subcommittee to hear continued testimony in Washington, D. C., in connection 
with organized crime in the city of Miami, Fla., pursuant to the resolution of 
September 6, 1950, the subcommittee consisting of the chairman. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meeting of February 16, 1951, held in room 104-B, Senate Office Building, 
Washington, D. C, 

The chairman stated to the committee that the witness, George L. Bowers, re- 
peatedly, consistently, and arbitrarily had refused to answer questions put to 
him throughout counsel’s and chairman’s eXamination of said witness on Febru- 
ary 16, 1951, and that his refusal, therefore, was improper and contemptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee's consideration and the committee duly adopted the said 
report and instructed the chairman to present said report to the United States 
Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator Wiley, 
it was unanimously resolved that the committee present to the United States 
Senate, for its immediate action, a resolution requiring the United States attorney 
for the District of Columbia to proceed against the said George L. Bowers in 
the manner and form provided by law. 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 


Washineton. D. C.. February 16, 1951 
REPORTER'S TRANSCRIPT 


The committee met, pursuant to notice, at 10: 05 a. m., in room 104-B, Senate 
Office Building, Senator Charles W. Tobey presiding 

Present: Senators Kefauver (chairman), Hunt and Tobey 

Also present: Downey Rice, associate counsel; George &. Robinson, John | 
Burling, and Joseph L. Nellis, assistant counsel 

Senator Toney. The committee will come to order. 

~ a . ‘ * * > 

Mr. Bowers, will you stand, please? 

Do you solemnly swear that the testimony you will give this committee will be 
the whole truth, so help you God? 

Mr. Bowers. I do 

The CHAIRMAN. Mr. Bowers, you have handed the chairman a letter from E. T 
Fitzpatrick of Miami Beach, Fla., a long letter, which says you have been suffer 
ing from amoebic dysentery and other—— 


TESTIMONY OF GEORGE L. BOWEKS 


Mr. Bowers. Right. 

The CHAIRMAN. What is the purpose of this letter, Mr. Bowers? 

Mr. Bowekrs. I wanted to show you where you once called me in Tampa and I 
tried to get in touch with you people over there, and I wanted to show you that 
I was not dodging you. 

‘The CHAIRMAN, Were you in the hospital at the time we wert 

Mr. Bowers. Well, I was in the hospital. I think—I left the hospital on the 
Thursday or Friday, I am not sure which, and I tried to get in touch with you 
people at the hotel in Tampa, and you people weren't there; they said you weren't 
there. 

The CHAIRMAN. You were subpenaed to come to Tampa; is that correct? 

Mr. Bowers. That is right. And I was being treated at the time in the hospital 
but I have been in bed practically ever since I got out of the hospital 

The CHAIRMAN. Well, you have a letter here from several doctors saying 
that you 

Mr. Bowers. That is right. 

The CHAIRMAN. You have a letter here from Dr. Louis Chodoff 

Mr. Bowers. Chodoff. 

The CHAIRMAN, 705 Pine Street, Philadelphia 

Mr. Bowers. He treated me for deposits of the lung. I was caught in a fire 
in New York City in the Shelton Hotel. 

The CHAIRMAN. That is dated November 20, 1950. 

Mr. Bowers. That is right. 

The CHAIRMAN. And then a letter from a Dr. Edward Dessen in Philadelphia 

Mr. Bowers. Davitz, you mean. Oh, that is something—it showed the X-rays, 
What was wrong in the X-rays. 

The CHAIRMAN. You also handed the chairman a notice that you have been 
indicted November 6, 1950. 

Mr. Bowers. In Miami. 

The CHAIRMAN. In Dade County, Fla.. for operating a gambling house; is 
that correct? 

Mr. Bowers. Well, that is what this says there: I don’t plead cuilty to that 

The CHAIRMAN, That case is now pending; the matter is now pending’? 

Mr. Bowers. That is right. 

The CHAIRMAN. All right. 

(Discussion off the record.) 

The CHAIRMAN, Mr. Rice, will you question Mr. Bowers? 

Mr. Rick. Where are you living now, Mr. Bowers? 

Mr. Bowers. 1000 North Venetian Way, Miami. 
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Mr. Rice. Were you living at that address in July of this year? 

Mr. Bowers. Right. 

Mr. Rice. Now, then, in July of this year, Mr. Bowers, a deputy marshal made 
an attempt to serve you with a committee subpena at that address, and was 
unable to find you. 

The CHAIRMAN, July of last year. 

Mr. Rice. July of 1950? Where were you? 

Mr. Bowers. I was in and out of Miami. I mean I stayed at my house when 
I was in Miami, and when I was not in Miami I stayed in the Waldorf-Astoria in 
New York City. 

Mr. Rice. Can you account for someone there telling the deputy marshal that 
you were at the Mayo Clinic? 

Mr. Bowers. Well, there was a note on my—nobody told the deputy marshal. 
There was a note left on my door, which I had left, the first time I went away, 
stating I was on the way, but it happened I could not get there, on account of one 
thing was I was in a taxicab accident, and then I saw you in Philadelphia, and 
then I was in that fire in New York, and I have been in bed practically ever since, 

Mr. Rice. So that you never did get to Mayo despite the fact that you 

Mr. Bowers. Not yet, but I am on the way. 

Mr. Rice. Then, subsequently you were served with a subpena in Philadelphia, 
at which time we had a conversation? 

Mr. Bowers. That is right. 

Mr. Rice. And then you were notified on or about December 18 to appear in 
Tampa on the 29th of December 1950. What happened then? 

Mr. Bowers. Well, I was in the hospital then, and then when I got out of the 
hospital—— 

Mr. Rice. You were in the hospital then? 

Mr. Bowers. When you people got to Tampa. 

Mr. Rice. I am afraid not, sir. We notified you on the 18th; according to our 
records you went to the hospital on the 25th of December. 

Mr. Bowers. Well, I did not get the notice; I was supposed to appear on the 
18th. 

Mr. Rice. You were supposed to appear on the 29th. 

Mr. Bowers. The 29th or the 25th. 

Mr. Rice. The 29th. You went to the hospital on the 25th. 

Mr. Bowers. Well, I went out of the hospital the day before I was supposed 
to appear, that is, the day Senator Hunt called my name, I read that in the 
paper. I was out of the hospital, but in my home in bed under the same doctor’s 
care. 

Mr. Rice. Yes. 

So that after you got the notice and before you appeared, you went into the 
hospital and came out before the hearing; did you not? 

Mr. Bowers. Well, the doctor made me go to the hospital; I didn’t have any- 
thing to do with it. I had a high temperature. 

Mr. Rice. What doctor was it that made you go? 

Mr. Bowers. Dr. Fitzpatrick. 

Mr. Rice. What is his name? 

Mr. Bowers. Fitzpatrick, 541 Lincoln Road. 

Mr. Rice. Where is he located? Are you sure of that? 

Mr. Bowers. He has got a letter right there. 

Mr. Rice. Now, then, where were you born? 

Mr. Bowers. Nashville, Tenn. 

Mr. Rice. What year? 

Mr. Bowers. 1904. 

Mr. Rice. How long did you live in Tennessee? 

Mr. Bowers. Well, I lived in Tennessee practically up until I had been to 
Florida for the first time. I left for Florida in 1926. 

Mr. Rice. Yes, but you went to Chicago before that, did you not? 

Mr. Bowers. No, positively not. 

Mr. Rice. You went to Florida the first time when? 

Mr. Bowers. 1926. 

Mr. Rice. I see. 

Then, did you go to Chicago after that? 

Mr. Bowers. I was in Chicago, yes, sir, after that several times. 

Mr. Ricr. When did you first go to Chicago? 

Mr. Bowers. I think my first trip to Chicago was in 1927. 

Mr. Rice. 1927? 

Mr. Bowers. Right. 
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Mr. Rice. What business did you engage in in Chicago? 

Mr. Bowers. Mr. Rice, I am indicted in Miami now on account of gambling, 
and I stand on my constitutional rights. I won’t answer any questions that 
will tend to incriminate myself. 

Mr. Rice, Sir? 

The CHAIRMAN. The question was what business did you engage in in Chicago? 

Mr. Bowers. Well, that is the reason I refuse to answer that question, Your 
Honor. 

The CHAIRMAN. Well, the Chair directs you to answer that. 

Mr. Bowers. Sir? 

The CHAIRMAN, I say I direct you to answer that question. 

Mr. Bowers. I can’t answer that question, 

The CHAIRMAN. You refuse to answer it? 

Mr. Bowers. Yes, sir; I stand on my constitutional rights. 

Mr. Rice. No, then, sir, this offense that you have in mind, is that a State 
offense or is that a Federal offense? 

Mr. Bowers. That is a State offense. There is no Federal laws against 
gambling that I know of. 

Mr. Rice. I see. So that you are claiming a privilege on a State offense, is 
that correct? 

Mr. Bowers. Yes, sir; that will tend to incriminate me down there in the case 

Mr. Rice. Now, sir, what connection would what you were doing in 1927 in 
Chicago have, or what connection is there with the matter that you are now 
under indictment for? Is there any connection between those two things’? 

Mr. Bowers. I refuse to answer that question. I stand on my constitutional 
rights. 

Mr. Rice. Have you ever heard of the statute of limitations? 

Mr. Bowers. I never did. If you tell it to me, then it might clear some things. 

Mr. Rice. All right, sir. 

Were you ever arrested in Chicago? 

Mr. Bowers. I stated to you once I was for a nonpayment of alimony. 

Mr. Rice. When was that? 

Mr. Bowers. That was in the early thirties, but I have gone back to Nashville, 
back to Florida, and back to Chicago: in fact, I used to go to Chicago in the 
summertime and either back to Nashville or back to Florida in the wintertime. 

Mr. Rice. All right. What were you doing in Florida’ 

Mr. Bowers. Sir? 

Mr. Rice. What were you doing in Florida, what business? 

Mr. Bowers. That reverts back to the same thing. I can’t answer that. 

Mr. Rice. You cannot tell what you were doing in 19307 

Mr. Bowers. 19307 If you will explain that statute of limitations we might 
get this thing—I don’t want to make myself in the State of Florida 

Mr. Rice. Suppose I tell you it was back during the time of prohibition. What 
were you doing during prohibition ? 

Mr. Bowers. Oh, I had gotten out of—if you are trying to say t 
business. ; 

Mr. Rree. You had gone out of that? 

Mr. Bowers. Sir? 

Mr. Rice. You say vou had got out that business? 

Mr. Bowers. Yes. 

Mr. Rick. When were you in the business? 

Mr. Boweks. In the early twenties. 

Mr. Rice. In the early twenties? 

Mr. Bowers. Right. 

Mr. Rice. Was that after prohibition? 

Mr. Bowers. It was after I got out of the Marine Corps—no, that was during 
prohibition. 

Mr. Rick. Would you say you were in the whisky business during 1924? 

Mr. Bowers. Somewhere along there, I couldn't swear. 

Mr. Rick. Was that a legal business * 

Hr. Bowrrs. No, sir: it was not lega I never got convicted 

Mr. Rice. You never got convicted 

Mr. Bowers. I was arrested. 

Mr. Rick. How many times were you arrested in the whisky bus 

Mr. Bowens. It is hard to say. 

Mr. Rice. About how many? 

Mr. Powers. More times than vou got fingers and toes. 

Mr. Rice. Well, I have got 20 of those, I think. 
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Mr. Bowers. Well, we will put on 20, then, I don't know. I have been 
arrested—they come in, search your place, and find no whisky, and they arrest 
you. 

Mr. Rice. And you paid fines every time? 

Mr. Bowens. I have never been convicted of whisky. 

Mr. Rice. You paid fines, but you never went to jail? 

Mr. Bowers. Yes, sir 

Mr. Rice. On this arrest in Chicago did you go to jail? 

Mr. Bowers. I went to jail on a warrant for nonpayment of alimony. 

Mr. Rice. When were you arrested next after the Chicago time? 

Mr. Bowers. I was arrested in Miami during 1949 or the first of 1950, I don't 
know. 

Mr. Rice. How about the arrest in Petoskey, Mich.? 

The CHAIRMAN. 1949 was that, or 1939? 

Mr. Bowers. 1949. 

The CHAIRMAN. For what? 

Mr. Bowers. I was arrested in the Little Palm Club, but I will stand on my 
constitutional rights, I won't answer that, why I was arrested. 

Mr. Rice. I do not understand your constitutional rights on a matter that 
is a matter of public record. 

Mr. Bowers. Well, I was not found guilty. They came in and arrested me for 
running a gambling house, and there was nothing in there, and nobody was 
gambling. 

Mr. Rice. How about the arrest in Petoskey, Mich.? 

Mr. Boweks. I was arrested there, and I forget the year, TI think it was 1939. 

Mr. Rice. Yes. What was that for? 

Mr. Bowers. Same thing. 

Mr. Ricr. What is that? 

Mr. Bowers. I wasn't even in the room, and I was arrested. 

Mr. Rice. In what room? 

Mr. Bowers. Charged me with gambling 

Mr. Rice. What room? 

Mr. Bowers. In the clubroom 

Mr. Rice. What club? 

Mr. Bowers. I was in the restaurant 

Mr. Rice. What club? 

Mr. Bowers. Ramona Club 

Mr. Rice. Now, then, as a result of the arrest in the Ramona in Petoskey, 
Mich., what happened, did you pay a fine? 

Mr. Bowers. I paid a fine 

Mr. Rice. Did you do any time? 

Mr. Bowers. No: wasn't even guilty 

Mr. Rice. Did you stand trial or did you plead guilty? 

Mr. Bowers. Just walked up and got fined, didn’t say anything. 

Mr. Rice. You did not say anything? 

Mr. Bowers, Sir? 

Mr. Rice. You did not say anything? You did not know about your constitu- 
tional rights at that time, did yon? 

Mr. Bowers. That is right 

Mr. Rice. Would it be fair to say that throughout your life you have engaged 
in table gambling operations? 

Mr. Bowers. I refuse to answer that on the ground of my Constitution. 

Mr. Rice. Would it be fair to say that up until 1940 you had engaged in, for 
the most part, table games? 

Mr. Bowers. I have had bars, restaurants, laundry—I just sold a laundry 
and dry-cleaning plant. 

Mr. Rice. Prior to 1940, before 1940? 

Mr. Bowers. Well, I have worked around; I have jerked sodas. I did every- 
thing when I was a kid 

Mr. Rice. Yes. Now, between 1930 and 1940 did you jerk any sodas? 

\ir. Bowers. No 

Mr. Rice. What did you do between 1930 and 1940? 

Mr. Bower... I refuse to answer that. 

Mr. Rice. Well, would it be fair to say that you engaged in gambling enter- 
prises ? 

Mr. Bowers. It would not be fair to me to convict myself in Florida by saying 
something up here 
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Mr. Rice. You take the position that something you did in 1930 would convict 
you in Florida this year? 

Mr. Bowers. It might. 

Mr. Rice. It might? 

Mr. Bowers. Yes, sir. 

Mr. Rice. Now, sir, when did you become interested in the Little Palm Res- 
taurant in Florida? 

Mr. Bowers. In 1942, 

Mr. Rice. How did you become interested in that? 

Mr. Bowers. I bought in the property. 

Mr. Rice. You bought into the property ? 

Mr. Bowers. Yes, sir. 

Mr. Rice. From whom did you buy it? 

Mr. Bowers. Arthur Childers 

Mr. Rice. Arthur Childers? Did you buy into it alone or did you have 
partners? 

Mr. Bowers. Well, my first payment was $5,000. I paid them then in 1942. 
That was 10 percent of the property. 

Mr. Rice. Ten percent of the property? 

Mr. Bowers. Right. 

Mr. Rice. Are you talking about the land and building or—— 

Mr. Bowers. Land, building. 

Mr. Rice. And the game? 

Mr. Bowers. We didn’t have no game. 

Mr. Rice. No game in the Little Palm? 

Mr. Bowers. No, sir. 

Mr. Rice. And you bought 10 percent then for $5,000? 

Mr. Bowers. Right. 

Mr. Rice. Is that correct? Where did you get the $5,000? 

Mr. Bowers. I had earned it. 

Mr. Rice. What doing? 

Mr. Bowers. Now, I paid income taxes on it. You got the papers; you can 
look at it. 

Mr. Rick. My question is what did you earn the money doing? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. On what ground? 

Mr. Bowers. My Constitution won't let me answer it. I won't answer nothing 
that will indict me in the State of Florida. 

Mr. Rice. What does the Constitution tell you? 

Mr. Bowers. It tells me I don’t have to convict myself 

The CHatmRMANn. Mr. Bowers, you understand you are being directed to answer 
these questions. 

Mr. Bowers. Well, I still have to stand on my constitutional right. 

The CHAIRMAN. All right. 

Mr. Rice. All right. You had 10 percent of the Little Palm in 1942 for $5,000, 
10 percent. Who had the other 90 percent? 

Mr. Bowers. Arthur Childers had some and Dick Sharpe had some. How 
much they had, lt don’t know, but I have records that I did not bring with me 
of that transaction. 

Mr. Rrer. You do not know how much your partners had? 

Mr. Bowers. Sir? 

Mr. Rice. You do not know how much vour partners had? 

Mr. Bowers. Well, I am guessing now——I can’t put it down to swear it. 

Mr. Rice. Let us guess. 

Mr. Bowers. I think Childers had 70 percent and Dick Sharpe had 10. 

Mr. Rice. Yes. Where are they now? 

Mr. Bowers. They are there. 

Mr. Rice. They are still there at the Little Palm. Do you still have an interest 
in the Little Palm’? 

Mr. Bowers. I still have an interest in the property alone. I have not been in 
the place for 2 years, because I just did not want to go init 

Mr. Rice. I understand. 

Mr. Bowers. I still own part of the property 

Mr. Rice. What part do you own now’? 

Mr. Bowers. I own 20 percent now 

Mr. Rick. Which part is that? 

Mr. Bowers. The building and land 
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Mr. Rice. Twenty percent of the building? 

Mr. Bowers. The land. 

Mr. Rice. The land and building? 

Mr. Bowers. Right. 

Mr. Rice. How did you acquire the extra 10 percent? 

Mr. Bowers. I bought it in later years. 

Mr. Rice. What is there in there besides the land and building that you do not 
have an interest in? 

Mr. Bowers. There is a bar and restaurant. 

Mr. Rick. You do not have an interest in the bar and restaurant? 

Mr. Bowers. Yes, I do. 

Mr. Rick. Who has that? 

Mr. Bowers. I have 20 percent. 

Mr. Rick. Of the bar and restaurant? 

Mr. Bowers. That is right. 

Mr. Rice. What is it? You just said you had 20 percent of the land. 

Mr. Bowers. Well, the land and building, whatever goes on in there, naturally 
I am in with it, but 

Mr. Rice. Whatever goes on there you are in with it? 

Mr. Boweks. Sir? 

Mr. Rice. Whatever goes on there you are in with it? 


Mr 
Mr. 


Bowers. You are right. 
Rice. All right. Have you ever heard of a man named Joe Stalens, Col. 


Joe Stalens? 


Mr 


*, Bowers. Joe Stalins? I think I have met him. 


Mr. Rice. Did you have any transactions with him? 

Mr. Bowers. Not that I can recall; no, sir. 

Mr. Rice. What do you recall about him? 

Mr. Bowers. I don’t recall anything about him, but he was a major or a colonel 
or something in the Army, and used to come in the Little Palm Club. 

Mr. Rice. Used to come in there as a customer? 

Mr. Bowers. Right. 

Mr. Rice. Did he have any interest in the Little Palm? 

Mr. Bowers. None whatever. 

Mr. Rice. How about the Sunny Isles? 

Mr. Bowers. I could not swear to that. 

Mr. Rice. Well, you have an interest in the Sunny Isles, don’t you? 

Mr. Bowers. I refuse to answer on the ground it might incriminate myself. 

Mr. Rice. I see. 

How about Stalins, does he have an interest there? 


Mr. Bowers. That I could not say. 

Mr. Rice. Well, wasn’t he formerly the owner of the Sunny Isles? 

Mr. Bowers. That I could not tell you; I would not know. 

Mr. Rick. From whom did you acquire your interest in the Sunny Isles? 
Mr. Bowers. I refuse to answer that. 

Mr. Rice. Didn’t you acquire it from Stalins? 


Mr 


* Bowers. | did not. 


Mr. Rice. You know who you didn’t, but you do not know who you did? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. How about Ike Miller? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Now, in the Little Palm, does Ace Deuce Solomon have an interest 


in th 


at? 


Mr. Bowers. He does, but Childers says he doesn’t. 
Mr. Rice. He does, but Childers says he doesn’t * 
Mr. Bowers. That is correct. 

Mr. Rice. How do you account for that? 


Mr 


* Bowers. I have been telling you the way the problem—— 


Mr. Rice. What did you say* 


Mi 
Geor 
Mr 
Mi 
Mr 
Mr 
Mr 


Mr. Bowers. Well, I would not say that, no. It would make a difference. I 


woul 


*. Bowers. I say it is none of my business. All I am looking out after is 
ge. 

* Rice. You are looking out for George, and George’s 20 percent ? 

*, Bowers. That is right. 

* Rice. And you do not care who your partners are, is that right? 

*. Bowers. That is exactly correct. 

* Rice. It does not make any difference? 


d not be in partners with somebody that I did not 


—— SSS 


ee 
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Mr. Rick. Where did Solomon come from? 

Mr. Bowers. I don’t know ; I think he come from New York—guessing. 

Mr. Rice. Did you ever see him in New York? 

Mr. Bowers. Never in my life. 

Mr. Rick. What business was he in in New York? 

Mr. Bowers. He come to—lI first met him he was driving a taxicab in the 
twenties in Miami. 

Mr. Rice. Driving a cab? What business was he in in New York? 

Mr. Bowers. That I don’t know. I don’t know—lI said I think he is from New 
York. 

Mr. Rice. Why do they call him Ace Deuce? 

Mr. Bowers. That is what everybody calls him. 

Mr. Rick. Why? 

Mr. Bowers. Well, it is just a nickname, just like they call me a lot of things 
that is not so either. 

Mr. Rick. What are some of the things they call you? 

Mr. Bowers. Sir? 

Mr. Rice. What are some of the things they call you? 

Mr. Bowers. Well, I have been called most everything, a gentleman sometimes. 

Mr. Rice. Did they ever call you George Rankin ? 

Mr. Bowers. No: I never went under that name. 

Mr. Rice. Never went under that name? 

Mr. Bowers. Carter either. 

Mr. Rice. Never went under what? 

Mr. Bowers George Carter, either. 

Mr. Rice. George Carter, either? 

Mr. Bowers. Right. 

Mr. Rice. Who else is in the Little Palm beside Ace Deuce? 

Mr. Bowers. Well, Dick Evans, he is dead. 

Mr. Rice. Who is Louise Evans? 

Mr. Bowers. Louise Evans—the property is in litigation now [I don’t under- 
stand what it is all abont. 

Mr. Rice. She is the survivor of Dick Evans? 

Mr. Bowers. Childers claims she does not own it, but she has paid the Gov- 


ernment so much inheritance taxes, and it is all in the courts. I don’t have 
anything, except canceled checks that I paid; that is the only proof I got that I 
own part of the building. 

Mr. Rice. Now, in the Sunny Isles, Julie Levitt. does he have an interest in 
there? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. How about Charlie 

The CHAIRMAN. If you know, I do not see how that has anything to do with you 

Mr. Bowers. Well, I don’t want— 

The CHAIRMAN. You are asked whether Julie Levitt has an interest in that, 
and you said you refused to answer. 
' Mr. Bowers. Yes, sir. 
The CHAIRMAN. Well, vou are directed to answer that, Mr. Bowers 
Mr. Bowers. I can stand on my constitutional rights; T have been told T could, 
3 
i 
{ 


The CHatrRMAN, All right. But this is about somebody else, not about your- 
self. 
Mr. Bowers. Well, that is going to throw me in right back where we started 


The CHAIRMAN. Anyway, you refuse to answer? 

Mr. Bowers. I don’t want to answer anything, Mr. Kefauver, that will tend 
to incriminate me with that indictment, or with anybody else that is indicted 

The CHatRMAN. The point is—I think the point we should tell you about, Mr. 


sowers, is 


Mr. Bowers. I think Julie Levitt was a part owner: Tam not sure 

The CHAIRMAN (continuing). Under the Supreme Court cases, as they now 
stand, you can claim your constiutional right und the fifth amendment against 
not being required to answer any question that might incriminate vou of a 
Federal statute, but that does not apply to a State law Phat is, the mere fact 
that vou might be afraid that it would involve vou with some State law 

Mr. Bowers. That is what Iam afraid of. 

The CHAIRMAN (continuing). Will not give vou the right to refuse to answer 


Mr. Bowers. That is the reason [am refusing to answer 

The CHatRMAN,. I just wanted to explain that matter to you 

You are a man of some substance and means. Do you have an attorney, Mr. 
Bowers? 
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Mr. Bowers. Not with me; no. 

The CHAIRMAN. Have you been talking with your attorney? 

Mr. Bowers. I have not talked with him since I left Philadelphia. 

The CHarrRMAN. Is he in Philadelphia, your attorney? 

Mr. Bowers. Myron Jacoby; yes, sir. He was—he represented me over there 
once, and I talked to Mr. Rice and Mr. Klein before. 

The CHAIRMAN. He was with you up there? 

Mr. Bowers. Right. 

The CHAIRMAN, But he has advised you about matters, has he? 

Mr. Boweks. No; he didn’t advise me anything. I just don’t want to go to all 
that expense. 

The CHAIRMAN. You want an attorney down here today? 

Mr. Bowers. Sir? 

The CHAIRMAN. Do you want to get an attorney to be here with you today? 

Mr. Bowers. I don’t see why I need an attorney. If you want to lock me up, 
go ahead. 

The CHAIRMAN. We just want to give you an opportunity to get one. 

Mr. Bowers. No; I don’t need any. 

The CHAIRMAN, All right. 

Mr. Rice. Did your attorney explain to you what your constitutional rights 
were? 

Mr. Boweks. He told me I did not have to answer any questions that I thought 
would incriminate me. 

Mr. Rice. Did he tell you what contempt was? 

The CHAIRMAN. Let us get on. 

Mr. Bowers. Contempt? I don’t know what contempt is. 

Mr. Rice. Now, then, was Charlie Freedman a partner in the—— 

Mr. Bowers. That reverts back, Mr. Rice, to the same thing, Julie Levitt, it is 
all the same thing, and I am not going to put myself in there and get indicted, 
get reindicted, in Miami on account of answering questions up here. 

Mr. Rice. So you figure you can be indicted on what Charlie Freedman did? 

Mr. Bowers. I don’t know. I don’t know what I have been indicted on down 
there. I don't know why I was indicted. We didn’t get arrested. 

Mr. Rice. Do you know whether or not Charlie Freedman has an interest in 
the Sunny Isles? 

Mr. Bowers. I just refuse to answer that question about my partners in the 
Sunny Isles. 

Mr. Rice. How about Harold Salvey? 

Mr. Bowers. That is the same thing. 

Mr. Rice. Who keeps the books for the Sunny Isles? 

Mr. Bowers. I explained the books were kept by Art somebody—he got killed. 

Mr. Rice. Yes. 

Mr. Bowers. Now, the books, the county solicitor has got the books, and we can’t 
get them; we can't get them to pay our income taxes. 

Mr. Rice. You are talking about Art Davis, the fellow killed in an automobile 
accident? 

Mr. Bowers. Now the books are kept by Ruth something. 

Mr. Rice. Yes, in his office; and then they were turned over to Leo Levitt, 
were they not? 

Mr. Bowers. I don’t know whether that is the name or not. I have not been 
out of the house except maybe for short walks in 244, 3 months. 

Mr. Rice. Well, now, did I understand you to say that you just leave the 
house for short walks? 

Mr. Bowers. That is right. 

Mr. Rice. And that is all you have done for how long? 

Mr. Bowers. Two and a half or three months. I have been mostly in bed. 

Mr. Rice. Leo Levitt, you say, keeps the books for—— 

Mr. Bowers. I did not say Leo Levitt—Sunny Isles; no, there is a ¢. p. a., 
I can’t think of his name. 

Mr. Rice. Costa. 

Mr. Bowers. Costa kept the books for the Little Palm Club years ago. 

Mr. Rice. Who kept them for the Sunny Isles? 

Mr. Bowers. He never did, so far as I know. 

Mr. Rice. Now, you have an interest in the Sunny Isles. How do you check 
up on your interest? 

Mr. Bowers. I refuse to answer it. I am going to check as soon as I can 
check the books. They won't turn the books loose. 
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Mr. Rice. Who won’t turn them? 

Mr. Bowers. The county solicitor: they got the books. 

Mr. Rice. Where did they get them from? 

Mr. Bowers. They raided some office and got them, the bookkeeper—— 

Mr. Rice. Do you know what office that was? 

Mr. Bowers. I was not there at the time. 

Mr. Rice. Who do you look to for your share of the proceeds’? 

Mr. Bowers. Well, the money is intact; I will get it, it is there. 

Mr. Rice. Who are you going to see about it? 

Mr. Bowers. I don’t know; I will have to see somebody when I get back. 
I don’t know who has got the money. I couldn’t answer if I were to be shot. 

Mr. Rice. You do not know who you are going to see? 

Mr. Bowers. I told you I don’t know—I can’t think of his name. 

The CHAIRMAN. It is apparent, Mr. Bowers, that you are trying to keep from 
being indicted. If vou were going to get some money, Mr. Bowers, you would 
know his name. 

Mr. Boweks. You will have it on my income tax 

The CHAIRMAN. Either answer the questions or refuse to answer them. 

Mr. Bowers. I refuse to answer. 

The CHAIRMAN. Let us not be evasive; let us get it settled one way or another, 
but you know who you will get in touch with 

Mr. Bowers. I am going to see. 

The CHAIRMAN. I say, do you know the persen you would get in touch with 
to get your money? 

Mr. Bowers. I have got to find out what the fellow’s name is—the book- 
keeper; he has got the money. All I got down is what I put in it? 

The CHAIRMAN. All right. Proceed, Mr. Rice 

Mr. Rice. Is it not true that the same bookkeeper who keeps those books, keeps 
them for the S. & G. Syndicate? 

Mr. Bowers. I have no part of the S. & G Syndicate: I weuldn’t know. 

Mr. Rice. Have you ever heard of them? 

Mr. Bowers. Naturally, I read the papers 

Mr. Rice. Who is in the S. & G. Syndicate? 

Mr. Bowers. Sir? 

Mr. Rick. Who is in the 8. & G. Syndicate? 

Mr. Bowers. You mean if what the newspapers say 

Mr. Rice. Yes. 

The CuarkMAN. If that is all you know, don’t say 

Mr. Bowers. O. K 

Mr. Rice. Well, on the checks that were drawn by the Sunny Isles, doesn’t Leo 
Levitt countersign the checks? 

Mr. Bowers. I refuse to answer that 

The CHarmMan,. Well, you are directed to answer that question 

Mr. Bowers. I refuse to on my constitutional rights 

Mr. Rice. Now, sir, how long have you been living at 1000 Venetian Way? 

Mr. Bowers. I bought—my brother and I bought that house in 1941 or 1942, one 

Mr. Rick. Who bought it? 

Mr. Gowers. My brother and I. 

Mr. Rice. What is your brother's name? 

Mr. Bowers. Foster. E. Foster Bowers 

Mr. Rick. What does he do for a living? 

Mr. Bowers. Well, he was in the Army, and le is now working with another 
brother of mine selling paint. 

Mr. Rice. What is the other brother's name‘ 

Mr. Bowers. Hamilton Bowers, Hamilton J.| Bowers 

Mr. Rick. What is he doing? 

Mr. Bowers. Selling paint. 

Mr. Rick. Hamilton Bowers? 

Mr. Bowers. That is what he does. 

Mr. Rice. Where is he located? 

Mr. Bowers. At the time he is working down through the South, working in 
the Southern States. 

Mr. Rick. Where is his home? 

Mr. Bowers. Sir? 

Mr. Rice. Where is his home? 

Mr. Bowers. He was born in Tennessee; he hus traveled : over the United 
States. 
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Mr. Rice. Where is his home? 

Mr. Bowers. He travels. 

Mr. Rice. He does not have a home? 

Mr. Bowers. Sir? 

Mr. Rice. He does not have a home? 

Mr. Bowers. Well, he travels all the time; he takes different States now, and 
goes to several other States. 

Mr. Rice. Is he married? 

Mr. Bowers. Yes; he is married. 

Mr. Rice. Where does his wife live? 

Mr. Bowers. They are in Miami at the present time. 

Mr. Rice. Where do they live in the summertime? 

Mr. Bowers. Well, wherever he would be. 

Mr. Rice. Doesn’t he live in Chicago? 

Mr. Bowers. No; his wife is from Chicago, but he has worked the Northern 
States, the Northwestern, Montana, and all that through there for the past several 
years. Now, he is working the Southern States. At one time he used to sell 
check writers. 

Mr. Rice. Where do you get in touch with him when you want to get in contact 
with him? 

Mr. Bowers. He is in Miami now. 

Mr. Rice. How about when he is not in Miami? 

Mr. Bowers. Well, the last place he lived was in Wayne Avenue, Chicago. 

Mr. Rice. All right. 

Mr. Bowers. And he never did do anything but was a salesman all his life. 

Mr. Rice. And Foster worked with him? 

Mr. Bowers. Well, he has taken up working with him. 

Mr. Rick. When did he start that? 

Mr. Bowers. In the past 6, 7 months. 

Mr. Rice. Six, seven months, the past six or seven months? 

Mr. Bowers. Yes; he is teaching him. 

Mr. Rice. What was Foster doing when you bought the home? 

Mr. Bowers. He was in the Army. 

Mr. Rice. In the Army? 

Mr. Bowers. Right. 

Mr. Rice. After he left the Army, between the time he left the Army and the 
last 6 or 7 months, what has he been doing? 

Mr. Bowers. After he left the Army? 

Mr. Rice. Yes. 

Mr. Bowers. Well, I had part of the Flagler Gardens at the time; I had part 
of the Flagler Gardens. 

Mr. Rice. How much was it? 

Mr. Bowers. I had 20 percent of the Flagler Gardens, a big bar and dance hall 
that seated 2,500 people. Anyway, Foster worked with me, and helped me out 
around there. I paid Foster out of my pocket $50 a week. 

Mr. Rice. All right. 

Now, vou moved into 1000 Venetian Way in about 1941, you think? 

Mr. Bowers. Well, it was either late 1941 or early 1942, I don’t Know. I got 
the deed ; I don’t know which one it is. 

Mr. Rice. Did you have a telephone in there? 

Mr. Bowers. There was no phone in there at the time. 

Mr. Rice. No phone in there? 

Mr. Bowers. There was one in there, but there was no number; it was not 
working, they had cut it off. 

Mr. Rice. You hada phone but no number. Then, what happened? 

Mr. Bowers. Well, the Flagler Gardens—I run into some nurse, and she wanted 
a place to stay. 

Mr. Rice. Yes. 

Mr. Bowers. And at that time during the war a nurse could get a telephone. 

Mr. Ricr. Yes. 

Mr. Bowers. And she asked me about it, and I said, “I will rent you a room 
in my house,’ so she is the one who got the telephone. I never had anything 
to do with getting it; at least, I couldn't get it. I tried to get it, and couldn't. 

Mr. Rice. You ran into a nurse at the Flagler Gardens? 

Mr. Bowers. Well, I was there at the— 

Mr. Rice. She could get a telephone ; she could get. a priority? 

Mr. Bowers. She lived in my house; she got the telephone on her own, and I 
just kept it there after she left. 
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Mr. Rice. How long did she stay there? 

Mr. Bowers. She must have stayed there, oh, I am 
I don’t know. 

Mr. Rice. What year was that? 

Mr. Bowers. I believe it was in 1943, I am not sure, 

Mr. Rice. You were not entitled to a priority, were you, for the telep! 

Mr. Bowers. No, sir. . 

Mr. Rice. Now then, what was her name? 

Mr. Bowers. Margaret Taylor. 

Mr. Rice. What became of her in 1943? 

Mr. Bowers. She went out West somewhere and I got a couple of letters fi 
her, and since then I never heard from her, and I just kept the telephone on 
her name. 

Mr. Rice. You kept the telephone on in her name? 

Mr. Bowers. It was a three- or four-party line. 

Mr. Rice. Yes. 

Now then, how did you take care of the telephone bills? 

Mr. Bowers. Paid it. 

Mr. Rice. It came in her name and you paid it? 

Mr. Bowers. Right. 

Mr. Rice. You did not let the telephone company know she had gone? 

Mr. Bowers. I didn’t say nothing; I wanted a telephone 

Mr. Rice. Now, then, have you ever switched the telephone to your name? 

Mr. Bowers. Yes; I did. 

Mr. Rick. When was that? 

Mr. Bowers. Well, I had some trouble with the telephone, a lot of 
ealls, and one thing and another, and I went to see a Miss Banks it 
office, the business telephone oflice, and they put the t 
there had been a call to California of S19, and one to © 


Lo 


cuessing, 8S, 9, 10 months, 


ill 


long-distance 
i the tel phor e 
ephone in my name, and 
lorado for S17, and a lot of 
more calls, She said she would trace it down, and a lot of wires were charged to 
my phone, which I did not send, and in Miami you can put 
and tell them your telephone number is such and such a number 

Mr. Rice. We are not interested in that. When did you get it in your name? 

Mr. Bowrks. I am guessing, 19438, and I am not sure, 1943 or 1944 

Mr. Rice. All right. [ will read from a record, and see if it refreshes your 
recollection. “Miami telephone $0527 at 1000 North Venetian Drive was trans 
ferred from Margaret Taylor to George L. Bowers on May 6, 1970 

Mr. Bowers. That is right Thi 





a nickel in a slot 





t is when [| transferre i I tho you 
Was speaking about Margaret Taylor when she got it 
Mr. Rice. Yes. I was talking about that, but Lam up t now 


Mr. Bowers. I had the phone transferred when L |} 

Mr. Rice. Had trouble with the bills? 

Mr. Bowerks. Right. 

Mr. Rice. In May of 19507 

Mr. Bowers. Right. 

Mr. Rice. Now then, you have it in your name? 

Mr. Bowers. Right. 

Mr. Rice. At the time you obtained that service, you 
Byrnes or Joe Brinns. Who is he? 

Mr. Bowers, Joe Byrne lives on Sunset Island No, 2. 

Mr. Rice. How do you spell that name? 

Mr. Boweks, b-y-r-n-e. 

Mr. Rick, B-y-r-n-e? 

Mr. Bowers. Right. 

Mr. Rice. Where does he live in the summertime? 

Mr. Bowers. Well, he generally travels. He is in 

Mr. Rice. What is his business? 

Mr. Bowers. He is in the beauty culture business He puts on shows. 

Mr. Rice. Is he a bettor, does he gamble? 

Mr. Bowers. | see him at the race track all the time. 

Mr. Rice. Do you ever see him at any gambling casino? 

Mr. Bowers. Not as I recall 

Mr. Rice. Why did you give him for a reference? 

Mr. Bowers. He is a friend of mine. He lets me use 
any time I go there when he is not there. 

Mr. Rice. Oh, he has a room up there? Where is that? 

Mr. Bowers. In the Waldorf-Astoria. 


md trouble with the bills 


gave a reference of J0« 
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Mr. Rice. Waldorf-Astoria? 

Mr. Bowers. He keeps it by the year; he doesn’t hardly stay there 30 days 
in the year. 

Mr. Rice. Do you know Frank Costello? 

Mr. Bowers. Never saw him in my life 

Mr. Rice. Do you know Frank Erickson? 

Mr. Bowers. Never saw him in my life. 

Mr. Rice. Ever transact any business with him? 

Mr. Bowers. Never in my life. 

Mr. Rice. You are sure about that? 

Mr. Bowers. I am positive 

Mr. Rice. All right. 

Mr. Bowers. I would not know him if I saw him. 

Mr. Rice. I think you previously testified that you never used any other name 
except your own? 

Mr. Bowers. That is right. 

Mr. Rice. That is George L. Bowers? 

Mr. BowkErs. Except | went out—when I was at some tourist camp or something 
ike that, if you know what I mean. 

Mr. Rick. No; I do not. 

Mr. Bowers. There are ladies in here; I can't tell you. 

| Laughter. ] 

Mr. Rice. Did you ever the name George Rankin? 

Mr. Bowekrs. No, sir. 

Mr. Rice. George Carter? 

Mr. Bowers. I refuse to answer that 

Mr. Rice. You refuse to answer it? 

Mr. Bowers. I refuse to answer it; I told you once I had not used it. 

Mr. Rice. All right. 

Now, do you know a man by the name of Rush, John Rush? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. You refuse to answer whether you know John Rush? 

Mr. Bowers. Right. He testified and you got his testimony. 

Mr. Rice. You do know him, then; do you not? 

Mr. Bowers. I refuse to answer that, Mr. Rice. 

The CHAIRMAN. You are directed to answer that question. 

Mr. Boweks. I refuse to. 

The CHAIRMAN. John Rush is an attorney in Jacksonville. 

Mr. Rice. Jacksonville, Fla. Is that right? 

Mr. Bowers. I told you I refuse to answer it. 

Mr. Rice. Well, now, did you ever transact any business with John Rush? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Did you ever send him a telegram? 

Mr. Bowers. I refuse to answer that on the grounds of incrimination, all 
these refusals— 

The CHAIRMAN. We understand that. 

Mr. Bowers. Constitutional rights. 

The CHAIRMAN, We understand. You are being directed to answer those ques- 
tions. You understand that? 

Mr. Bowers. You did tell me I had the right not to answer them; didn’t you? 

The CHAIRMAN. No, Mr. Bowers. 

Mr. Bowers. Well, constitutional rights—— 

The CHAIRMAN. I told you we would recognize your right insofar as any 
Federal statute is concerned, but I want you to understand that the questions 
you have refused to answer, that the chairman has directed you to answer, do 
you understand that? 

Mr. Bowers. Well, I have to stand on my constitutional rights. I don’t want 
to get convicted. . 

The CHAIRMAN. Anyway, you refuse to answer? 

Mr. Bowers. That is right. 

Mr. Rice. Did a George Rankin live with you at Venetian Way? 

Mr. Bowers. I don’t know any George Rankin. 

Mr. Rice. You do not know any George Rankin. Did any people live in Vene- 
tian Way that you did not know? 

Mr. Bowers. I don’t know George Rankin, Mr. Rice. 

Mr. Rice. You know everybody who lived with you there? 

Mr. Bowers. I should, it was my house and my brother's. 
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Mr. Rice. You should, Just you and your brother lived there? 

Mr. Bowers. And my wife. 

Mr. Rice. And no one else? 

Mr. Bowers. At times we have had fellows to come in, and fellows who stayed 
2 or 3 days, something like that, but never no George Rankin. 

Mr. Rice. All right, sir. 

I am going to show you a telegram to John Rush. 

Mr. Bowers. I have seen that telegram, you showed that to me once. 

Mr. Rice. I am going to show it to you again. It is directed to John Rush, 
Attorney, Florida Theater Building [reading] : 

“Would like appointment with vou afternoon or early night regarding lawsuit. 
Please wire me back collect what time to meet you and where.” 

It is signed “George Rankin.” 

It is sent from the telephone at 1000 Venetian Way, and I ask you if you know 
anything about that. [Showing document to witness. | 

Mr. Boweks. I don’t know a thing about it. I have seen it once. 

Mr. Rice. Isn’t that your telegram? 

Mr. Bowers. Not mine. I told you that in Philadelphia. 

Mr. Rice. It is the telephone in your house, is it not? 

Mr. Bowers. It was, 30527, that was my number. They have taken it out 
while I was gone. 

Mr. Rice. 1000 Venetian Way? 

Mr. Bowers. That is right. 

Mr. Rice. How do you account for that telegram being charged to your tele- 
phone? 

Mr. Bowers. The same way I can account for calls that come to California 
and to Colorado that I know nothing about. I don’t know anybody in California 
or Colorado, and they made me pay a hundred-and-some-odd dollars on a bill, 
and that is why I went in and had the telephone changed; I talked to a woman 
by the name of Banks. That is positively the truth. 

Mr. Rice. Did you pay your telephone bill? 

Mr. Bowers. If you didn’t, you wouldn’t have any. 

Mr. Rice. Now, when you get something like that charged to it, do you pay 
it anyhow? 

Mr. Bowers. You go down there, and if you don’t pay it, they will cut it off. 

Mr. Rice. | notice that in your telephone the calls charged on your phone are 
charged to John Rush at the Hotel Wayne, in Waynesboro, Ga., after you had 
tried Jacksonville, Fla., first, on January 9, 1950. On January 11 there was one 
charged to you, to Mr. Rush. 

Mr. Bowers. I have talked to Mr. Rush, but I don’t know—I can’t specify the 
date. 

Mr. Rree. You have talked to him? 

Mr. bowers. I have talked to him. 

Mr. Rice. Has he acted as your counsel? 

Mr. Bowers. | refuse to answer that. 

Mr. Rice. What did you talk to him about? 

Mr. Bowers. I refuse to answer that. 

Mr. Rick. What business is he in? 

Mr. Bowers. You said he was an attorney. You say he is an attorney. 

Mr. Rick. What business do you say he is in? 

Mr. Bowers. I wouldn't say. 

Mr. Rice. You talked to him? 

Mr. Bowers. I talked to thousands of people. 

Mr. Rice. I see that on September 27, 1949-, a George Bowers made a person-to- 
person call to Jacksonville, Fla., to John Rush. Was that you? 

Mr. Bowers. I refuse to answer that 

Mr. Rice. Again on 

The CHAIRMAN. You understand that you are directed to answer these 
questions. 

Mr. Bowers. I am being directed, but I stand on my constitutional rights, Your 
Honor. 

The CHAIRMAN. All right. 

Mr. Rice. On October 20, 1949, you called him at Jacksonville? 

Mr. Bowers. Mr. Rice, I refuse to answer any questions pertaining to gambling, 
on my constitutional rights. Ihave heard that I do have that right. 

Mr. Rice. Do I take it that your calls to Rush were in connection with 
gambling? 
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Mr. Rice. Waldorf-Astoria? 

Mr. Bowers. He keeps it by the year; he doesn’t hardly stay there 30 days 
in the year. 

Mr. Rice. Do you know Frank Costello? 

Mr. Bowers. Never saw him in my life 

Mr. Rice. Do you know Frank Erickson? 

Mr. Bowers. Never saw him in my life. 

Mr. Rice. Ever transact any business with him? 

Mr. Bowers. Never in my life. 

Mr. Rice. You are sure about that? 

Mr. Bowers. I am positive 

Mr. Rice. All right. 

Mr. Bowers. I would not know him if I saw him. 

Mr. Rice. I think you previously testified that you never used any other name 
except your own? 

Mr. Bowers. That is right. 

Mr. Rice. That is George L. Bowers? 

Mr. Bowers, Except | went out—when I was at some tourist camp or something 
like that, if you know what I mean. 

Mr. Rick. No; I do not. 

Mr. Bowers. There are ladies in here; I can’t tell yon. 

[ Laughter. ] 

Mr. Rice. Did you ever the name George Rankin? 

Mr. Bowers. No, sir. 

Mr. Rice. George Carter? 

Mr. Bowers. I refuse to answer that 

Mr. Rice. You refuse to answer it? 

Mr. Bowers. I refuse to answer it; I told you once I had not used it. 

Mr. Rice. All right. 

Now, do you know a man by the name of Rush, John Rush? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. You refuse to answer whether you know John Rush? 

Mr. Bowers. Right. He testified and you got his testimony. 

Mr. Rice. You do know him, then; do you not? 

Mr. Bowers. I refuse to answer that, Mr. Rice. 

The CHAIRMAN. You are directed to answer that question. 

Mr. Bowers. I refuse to. 

The CHAIRMAN. John Rush is an attorney in Jacksonville. 

Mr. Rice. Jacksonville, Fla. Is that right? 

Mr. Bowers. I told you I refuse to answer it. 

Mr. Rice. Well, now, did you ever transact any business with John Rush? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Did you ever send him a telegram? 

Mr. Bowers. I refuse to answer that on the grounds of incrimination, all 
these refusals—— 

The CHAIRMAN, We understand that. 

Mr. Bowers. Constitutional rights. 

The CHAIRMAN. We understand. You are being directed to answer those ques- 
tions. You understand that? 

Mr. Bowers. You did tell me I had the right not to answer them; didn’t you? 

The CHAIRMAN. No, Mr. Bowers. 

Mr. Bowers. Well, constitutional rights——— 

The CHAIRMAN. I told you we would recognize your right insofar as any 
Federal statute is concerned, but I want you to understand that the questions 
you have refused to answer, that the chairman has directed you to answer, do 
you understand that? 

Mr. Boweks. Well, I have to stand on my constitutional rights. I don’t want 
to get convicted. : 

The CHAIRMAN. Anyway, you refuse to answer? 

Mr. Bowers. That is right. 

Mr. Rice. Did a George Rankin live with you at Venetian Way? 

Mr. Bowens. I don’t know any George Rankin. 

Mr. Rice. You do not know any George Rankin. Did any people live in Vene- 
tian Way that you did not know? 

Mr. Bowekrs. I don’t know George Rankin, Mr. Rice. 

Mr. Rice. You know everybody who lived with you there? 

Mr. Bowers. I should, it was my house and my brother’s. 
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Mr. Rice. You should. Just you and your brother lived there? 

Mr. Bowers. And my wife. 

Mr. Rice. And no one else? 

Mr. Bowers. At times we have had fellows to come in, and fellows who stayed 
2 or 3 days, something like that, but never no George Rankin. 

Mr. Rice. All right, sir. 

I am going to show you a telegram to John Rush. 

Mr. Bowens. I have seen that telegram, you showed that to me once. 

Mr. Rice. I am going to show it to you again. It is directed to John Rush, 
Attorney, Florida Theater Building [reading]: 

“Would like appointment with you afternoon or early night regarding lawsuit. 
Please wire me back collect what time to meet you and where.” 

It is signed “George Rankin.” 

It is sent from the telephone at 1000 Venetian Way, and I ask you if you know 
anything about that. [Showing document to witness. ] 

Mr. Boweks. I don’t know a thing about it. I have seen it once. 

Mr. Rice. Isn’t that your telegram? 

Mr. Bowers. Not mine. I told you that in Philadelphia. 

Mr. Rice. It is the telephone in your house, is it not? 

Mr. Bowers. It was, 30527, that was my number. They have taken it out 
while I was gone. 

Mr. Rice. 1000 Venetian Way? 

Mr. Bowers. That is right. 

Mr. Rice. How do you account for that telegram being charged to your tele- 
phone? 

Mr. Bowers. The same way I can account for calls that come to California 
and to Colorado that I know nothing about. I don’t know anybody in California 
or Colorado, and they made me pay a hundred-and-some-odd dollars on a bill, 
and that is why I went in and had the telephone changed; I talked to a woman 
by the name of Banks. That is positively the truth. 

Mr. Rice. Did you pay your telephone bill? 

Mr. Bowers. If you didn’t, you wouldn’t have any. 

Mr. Rice. Now, when you get something like that charged to it, do you pay 
it anyhow? 

Mr. Bowers. You go down there, and if you don’t pay it, they will cut it off. 

Mr. Rice. I notice that in your telephone the calls charged on your phone are 
charged to John Rush at the Hotel Wayne, in Waynesboro, Ga., after you had 
tried Jacksonville, Fla., first, on January 9, 1950. On January 11 there was one 
charged to you, to Mr. Rush. 

Mr. Bowers. I have talked to Mr. Rush, but I don’t know—lI can’t specify the 
date. 

Mr. Rice. You have talked to him? 

Mr. Bowers. I have talked to him. 

Mr. Rice. Has he acted as your counsel ? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. What did you talk to him about? 

Mr. Bowers. I refuse to answer that. 

Mr. Rick. What business is he in? 

Mr. Bowers. You said he was an attorney. You say he is an attorney 

Mr. Rrer. What business do you say he is in? 

Mr. Bowers. I wouldn't say. 

Mr. Rice. You talked to him? 

Mr. Bowers, I talked to thousands of people. 

Mr. Rice. I see that on September 27. 1949-, a George Bowers made a person-to- 
person call to Jacksonville, Fla., to John Rush. Was that you? 

Mr. Bowers. I refuse to answer that 

Mr. Rick. Again on-—— 

The CHAIRMAN. You understand that you are directed to answer these 
questions. 

Mr. Bowers. I am being directed, but I stand on my constitutional rights, Your 
Honor. 

The CHAIRMAN. All right. 

Mr. Rice. On October 30, 1949, you called him at Jacksonville? 

Mr. Bowers. Mr. Rice, I refuse to answer any questions pertaining to gambling, 
on my constitutional rights. I have heard that I do have that right. 

Mr. Rick. Do I take it that your calls to Rush were in connection with 
gambling? 
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Mr. Bowers. I didn’t say that. I said IT refuse to answer the question, 

The CHatRMAN. Was Mr. Rush representing you in any case? 

Mr. Bowers. I refuse to answer that. He has testified, so I hear. 

Mr. Ricr. I see, inside of a space of 2 months, 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 
15, 14, 15, 16, 17, IS—18 long-distance telephone calls to Rush in Jacksonville. 

Mr. Bowers. I refuse to answer that, Mr. Rice. 

Mr. Rice. You don’t have any explanation for that, at all? 

Mr. Bowers. None whatever. 

Mr. Rice. Do you know a man named Crosby ? 

Mr. Bowers. I refuse to answer that. 

The CHAIRMAN. You are directed to answer. 

Mr. Bowers. I stand on my constitutional rights. 

Mr. Rice. Referring to a man by the name of Crosby, a so-called investigator 
for Gov. Fuller Warren, do you know him? 

Mr. Bowers. I refuse to answer that, Mr. Rice. 

Mr. Rick. I see a number of calls from your home telephone, person-to-person, 
from you to Crosby, in Jacksonville. Did vou ever talk to him on the phone? 

Mr. Bowers. I refuse to answer anything. 

Mr. Rick. On what ground? 

Mr. Bowers. Constitutional rights. 

Mr. Rice. This man is an investigator. 

Mr. Bowers. I refused to answer once, Mr. Rice, 

Mr. Rice. Do you know George McDonald, Jacksonville? 

Mr. Bowers. I have met George McDonald. 

Mr. Rice. Do you know him * 

Mr. Gowers. I met him. 

Mr. Rice. What business is he in? 

Mr. Bowers. Couldn't prove it by me. 

Mr. Rice. Did you have any transactions with him? 

Mr. Bowers. Never in my life. 

Mr. Rice. Did you and Jack Middleton and George McDonald have an interest 
in an airplane’ 

Mr. Bowers. Jack Middleton and myself had an interest in an airplane. I had 
an interest with Jack Middleton. 

Mr. Rick. How about George McDonald? 

Mr. Bowers. George McDonald had nothing to do with that airplane. I win 
Joe Williams’ half of it playing golf. 

Mr. Rice. Joe Williams is the man with the Peacock Club in Jacksonville? 

Mr. Bowers. That is right. 

Mr. Rice. Middleton is with the Embassy Club? 

Mr. Bowers. Yes. 

Mr. Rice. What happened when you were playing golf? 

Mr. Bowers. I win half the airplane. That left Jack Middleton owning half. 
I matched Jack Middleton for his half. I win it. He stole the airplane and the 
airplane burned up. 

The CHAIRMAN. That is the affair of the airplane? 

Mr. Bowers. That is true. 

The CHAIRMAN. Let’s pursue that. What kind of a plane was it? 

Mr. Bowers. Stinson, 165 horsepower. 

The CHATRMAN. How much did it cost? 

Mr. bowers. Well, I think Joe and Jack bought it, it wasn’t exactly new, but 
almost new, I am not sure but I think they gave around $5,000 for it. 

The CHAIRMAN. You were playing golf with which one? 

Mr. Bowers. Joe Williams. 

The CHAIRMAN. And you won his half of the airplane. 

Mr. Bowers. Yes. 

The CHAIRMAN. How much did you put up, how much would you have paid 
him if you had lost? 

Mr. Bowers. The airplane at that time, he said his end was worth $1,500. 

The CHAIRMAN, So you bet him $1,500? 

Mr. Bowers. Not all at one time, no. It started out playing $2 a hole. 

The CHAIRMAN, And by the time you were finished you were playing for $1,500 
on your side? 

Mr. Bowers. This was over a period of several months, 

The CHAIRMAN. And you won half of the airplane? 

Mr. Bowers. There was no money transferred. 

The CHAIRMAN. Who owned the other half? 

Mr. Bowers. Jack Middleton. 
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The CHAIRMAN. And then you and he decided that one or the other should 
own it? 

Mr. Bowers. He wouldn’t pay any expenses, they are pretty expensive, and he 
said, “Well, I will match you,” and we matched, and I win, and I thought the 
airplane was mine, but he wouldn’t release his end of it; it was still half in his 
name. 

The CHatrMan. Then what happened? 

Mr. Bowers. I had the airplane at Fort Lauderdale, a fellow was doing some 
work on it at that time, and Jack got some fellow to take off downwind and got 
away with the airplane, and after they got the airplane it burned up 

Mr. Rice. Did you report that to the police? 

Mr. Bowers. I reported it to the Aeronautical; yes, sir. 

Mr. Rice. The police? 

Mr. Bowers. The police and the Aeronautical; sure, everybody. 

Mr. Rice. Did you report that the plane had been stolen ‘ 

Mr. Bowers. The fellow that owned the airport did so. 

The CHAIRMAN. You reported it to the Aeronautical Insurance Co.? 

Mr. Bowers. Not insurance; Aeronautical. 

The CHarRMAN. The Civil Aeronautics Administration ? 

Mr. Bowers. That is right. They looked for the airplane all over and couldn't 
find it. Finally the airplane burned up—how or why, I don’t know. 

Mr. Rice. Where did it burn? 

Mr. Bowers. Somewhere around Jacksonville. I wasn’t in Jacksonville at the 
time. 

Mr. Rice. How long did you have it before it burned up? 

Mr. Bowers. Oh, I don’t know exactly how long I had it; I must have put 300 
hours on it myself. 

The CHAIRMAN. Which one of these fellows, Joe Williams and Jack Middleton. 
had some place out on Atlantic Beach, near Jacksonville? 

Mr. Bowers. Atlantic Beach? Only one club out there, Embassy, but I never 
had no part of the Embassy. 

The CHAIRMAN. That was Middleton ? 

Mr. Bowers. Middleton was supposed to have owned it, but I never did hay 
any part of if. 

Mr. Rick. You say you tossed a coin for half of the plane’ 

Mr. Bowers. Matched for it. Matched. He flipped it and he called it 

Mr. Rice. He flipped it and he called it? 

Mr. Bowers. And he called it wrong. 

Mr. Rice. He called it wrong? 

Mr. Bowers. Right. 

Mr. Rice. Do you know Rhodes Boynton? 

Mr. Bowers. He is dead. 

Mr. Rice. He is dead? 

Mr. Bowers. Yes. 

Mr. Rice. Where did he live before he died ? 

Mr. Bowers. Orlando. 

Mr. Rice. What business was he in? 

Mr. Bowers. I don't know. You asked me that once before and I told you I 
had never been in business with him, 

Mr. Rice. Yes. 

Mr. Bowers. In the early thirties, before the mutuels come to Saratoga, he and 
I was in the betting ring; we had space we rented off the race track. 

Mr. Rice. You were booking at Saratoga’? 

Mr. Bowers. Yes. I didn’t put up any money. He put up the money I was 
there. I had a piece of it. We lasted about a week and he got knocked ont 
and that was the end of it. 

Mr. Rice. What do you mean “got knocked out”? 

Mr. Bowers. Lose all he could lose: all he had. 

Mr. Rice. Now, then, he came to Orlando? 

Mr. Boweks. He is originally from Albany. 

Mr. Rice. What did he do in Orlando? 

Mr. Bowers. He operated the Flamingo Night Club. 

Mr. Rick. Wasn't that a gambling place, too? 

Mr Bowers. I never did see any gambling in there. 

Mr. Rice. It wouldn't surprise you; would it? 
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Mr. Bowers. I don’t know. I didn’t never see any gambling there; I have been 
in the spot but never saw any gambling. 

Mr. Rice. Who is Morrie Ryan? 

Mr. Bowers. Morrie Ryan? 

Mr. Rice. Yes. 

Mr. Bowers. From Newport? 

Mr. Rice. That is right; Kentucky. 

Mr. Bowrrs. Yes. 

Mr. Rice. What does he do up there? 

Mr. Bowers. Well, [ don’t know what he does. He has the Yorkshire Res- 
taurant. 

Mr. Rice. What was the connection between Ryan and Boynton in Orlando? 

Mr. Bowers. That I couldn't say. 

Mr. Rice. Was there a connection there? 

Mr. Bowers. Mr. Rice, I don’t know. I know I never had anything to do 
with it. 

Mr. Rice. They were friends? 

Mr. Bowers. Well, they knew one another. 

Mr. Rice. How come you sent a wire to Morrie Ryan, up in Newport, when 
Rhodes Boynton died? 

Mr. Bowers. How come me to send a wire? 

Mr. Rice. Yes. 

Mr. Bowers. That I don’t recollect. It could have happened. 

Mr. Rice. I have a wire signed “Foster” directed to Morrie Ryan, 518 Newport: 
“Rhodes Boynton passed away this morning at Orlando; services at 2 o’clock 
Tuesday.” 

Signed “Foster.” Charged to the telephone in your house. 

Mr. Rowers. Foster could have sent it. I wouldn't have known. Rhodes and 
I had learned to fly together. I never had any business dealings with him, if 
that is what you mean. 

Mr. Rice. Did Boynton ever come down to the Little Palm Club? 

Mr. Bowers. He has had dinner in there. 

Mr. Rice. Do you know Les Kruse? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Do you know a man named Les Kruse, alias Killer Cain? 

Mr. Bowers. I don’t know anybody by that name—Killer Cain. 

Mr. Rice. You don’t know him by that name? 

Mr. Bowers. I refuse to answer the Kruse question. 

Mr. Ricr. Where is Kruse located? 

Mr. Bowers. I don’t know. 

Mr. Rice. You don’t know? Ever had any trouble locating him? 

Mr. Bowers. Never did try to locate him. 

Mr. Rick. Never did? 

Mr. Bowers. You show me a wire with my named signed to it 

Mr. Rice. Can you explain that? 

Mr. Bowers. I don't know how you can explain that, except anybody can go 
to a telephone and send a long-distance call and charge it to any number; they 
can charge it to my number, and they will send it, and I will pay for it. 

Mr. Rice. Any time I want to make a call IT can charge it to your number? 

Mr. Bowers. Just go to a pay box and put in a nickel and tell them that you 
are So-and-So, I want this charged to this number, and they will do it. 

Mr. Rice. And you will pay for it? 

Mr. Bowers. I will pay for it. 

Mr. Rice. As the boys say, “That ain’t bad.” IT will read you a wire—— 

Mr. Bowers. If you don’t pay it they will take the phone out. 

Mr. Rice. A wire dated in May of 19—, May 12, I can’t pick the year off of it, 
but it is evidently 1950—to Les Kruse, 5206 Oakland Street, Skokie, Ill. It 
reads: 

“Trying to locate you. Impossible. Wire me where T can call you. If you are 
ducking me just say “Yes” or “No.” Either way is all right. Answer by wire. 
Let me know if I should call. The farm is O. K.” 

Signed “George Bowers.” 

Know anything about that? 

Mr. Bowers. I have seen that before. Refuse to answer. I refuse to answer 
that. 

Mr. Rice. You refuse to answer? 

Mr. Bowers. Yes. 

Mr. Rice. On what ground? 


” 
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Mr. Bowers. Constitutional right. 

Mr. Rice. Isn’t Kruse a man connected with the wire service, Pioneer News, 
William Brownie, in St. Louis? 

Mr. Bowers. That I wouldn't know. 

Mr. Rice. You wouldn’t know that. 

Mr. Bowers. No. I don’t know anybody that is connected with it. I never 
had a horse book in my life. 

Mr. Rice. You never had a horse book? 

Mr. Bowers. Right; never did. 

Mr. Rice. What has that to do with Kruse? 

Mr. Bowers. You asked me was he connected with the race track service 

Mr. Rice. Yes. What is he connected with? 

Mr. Bowers. I don't know. 

Mr. Rick. You don’t know? 

Mr. Bowers. That is right. 

Mr. Rick. How come you refused to answer? 

Mr. Bowers. Because I don’t know. I refuse to answer something I don’t 
know anything about. 

Mr. Rick. Something you don’t know you refuse to answer? 

Mr. Bowers. That is exactly right. 

Mr. Rice. Is it that you don’t know or do you deny that you sent the wire? 

Mr. Bowers. Put it any way you want. I refuse to answer. 

Mr. Rice. You refuse to answer which way it is? 

Mr. Bowers. I told you that once. 

Mr. Rice. Which is it? 

Mr. Bowers. I refuse to answer on the ground it might incriminate me. 

Mr. Rice. Do you deny sending the wire? 

Mr. Bowers. Right. 

The CHAIRMAN. Mr. Rice, by way of background, to show the relevancy, the 
testimony already before the committee is that the Les Kruse stock in the 
Pioneer News Service of St. Louis was transferred to William Brownie; is that 
right? 

Mr. Rice. Yes. That is according to the record, ves. 

Did you ever telephone to Kruse? 

Mr. Bowers. No. 

Mr. Rice. Never telephoned him? 

Mr. BoweEks. No. 

Mr. Rice. Did you ever telephone him at Hot Springs? 

Mr. Bowers. No. I saw that. You showed that to me 

Mr. Rice. Beg pardon? 

Mr. Bowers. You showed me something about that, you asked me about it once. 

Mr. Rice. Yes. Never did do that? 

Mr. Bowers. Not that I recollect. 

Mr. Rice. We have a record here of a call from your telephone to Kruse at Hot 
Springs 

Mr. Bowers. Mr. Rice, you have a lot of records. 

Mr. Rice. You called him on January 23, March 19, two ealls on Mareh 27, 
1950; Buckingham 13878, listed with Leslie Kruse, 4300 Marine Drive, Chicago, 
Ill. Does that help you any? 

Mr. Bowers. I refuse to answer. 

Mr. Rice. What do you refuse to answer? 

The CHAIRMAN. You are directed to answer. 

Mr. Bowers. I stand on my constitutional rights. 

The CHAIRMAN. Let’s go on. 

Mr. Rick. Do you know William Johnston? 

Mr. Bowens. I refuse to answer that on constitutional right 

Mr. Rice. The man that is president of four dog tracks in Florida? 

Mr. Bowers. Refuse to answer. 

Mr. Rice. Sportsman's Park, Chicago? 

Mr. Bowers. Same answer. 

The CHAIRMAN. You understand you are being directed to answer these 
questions? 

Mr. Bowers. That is right, but I still have the right to not answer, on my 
constitutional rights; so I am told. 

Mr. Rice. Do you think the answer would incriminate you or Johnsten? 

Mr. Bowers. Wouldn't incriminate either one of us but I just refuse to answer. 

Mr. Rice. You just plain refuse? 

Mr. Bowers. That is right. I don’t know anything about him 
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Mr. Rice. Do you know him? 

Mr. Bowers. I refuse to answer. I answered you once. 

The CHAIRMAN. All right; let’s go on. 

Mr. Rice. Mr. Burling would like to inquire. 

Mr. BurtinG. You have been refusing to answer questions on the ground of 
your constitutional right. Do I understand that the constitutional right you 
claim is the right against self-incrimination ? 

Mr. Bowers. That is right. 

Mr. Buriine. That is the only right you claim? 

Mr. Bowers. De ause I am indicted in the State of Florida now. 

Mr. BuRLING. The sole basis of your claim is that you are afraid- 

Mr. Bowers. Incriminate myself. I stand on my constitutional right. 

Mr. Burne. Will you wait until I finish my question, please? 

Mr. Bowers. Yes. 

Mr. Buruine. Thank you. 

The sole basis of your claim that you have a right not to answer these questions 
is that it might incriminate you in the proceedings pending in the State courts 
of Florida? 

Mr. Bowers. That is correct. 

Mr. Buriine. You don’t make any other claim? 

Mr. Bowers. In this court here, too. 

Mr. BuriinG. This is not a court. 

The CHAIRMAN. All right. Anything else, Mr. Rice? 

Mr. Rice. Yes. 

I see a record here of long-distance calls from you to Miami Beach, to Johnston 
at Jacksonville, on September 25, 1949, October 1, 1949, and December 18, 1949, 
you called him at Tampa; can you explain those calls? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Do you know Harry Russell? 

Mr. Bowers. I refuse to answer that on the ground of constitutional rights. 

Mr. Rice. Do you know Harry Russell's wife? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice, On what grounds? 

Mr. Bowers, Self-incrimination ; constitutional right. 

Mr. Rick. Does he have a wife named Orchid? 

Mr. Bowers. I refuse to answer : just refuse to answer that, Mr. Rice. 

Mr. Rick, Now, isn’t it true that you area very close friend of Russell? 

Mr. Bowers. I refuse to answer that, if I knew him; that will take care of 
that. 

Mr. Rice. You met Russell through his wife Orchid, didn’t you? 

Mr. RussEtL. I refuse to answer that. I refuse knowing Russell. 

Mr. Rice. You what? 

Mr. Bowers. I refuse on knowing Russell. 

Mr. Rice, You refuse to know him? 

Mr. Bowers. On the grounds of inecrimination. 

Mr. Rice. How about Tony Carter? 

Mr. Bowers. I refuse to answer that, although I don’t think T ever saw hin 
in my life. 

Mr. Rice, Ever been on his yacht, the Clara Jo? 

Mr. Bowers. Never. 

Mr. Rice, Never been on the yacht? 

Mr. Bowers. No. 

Mr. Rice. Not the Clara Jo? 

Mr. BowkErs,. Not on the ClaraJo. 

Mr. Rice. Was the name changed? 

Mr. Bowers. That I don’t know. 

Mr. Rice. Was it changed to the Flamingo? 

Mr. Bowers. I was on the Flamingo. 

Mr. Rice. The same boat? 

Mr. Bowers. That I couldn’t say. 

Mr. Rice. Well, didn’t you -borrow that, after S. & G. bought it, to go on 
fishing trips? 

Mr. Bowens. I refuse to answer that. 

The CHAIRMAN, Let’s get on. 

Mr. Rice. It is said that the people from Nashville were on that boat, Senator. 

The CHAIRMAN, Ask him about it. 

Mr. Rice. Did you ever take anybody from Nashville on that boat with you? 
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Mr. Bowers. I refuse to answer I have been on the boat You asked me if I 


took anybody out on the boat and I refuse to answer that, naturally. I refuse 
to answer all questions that might incriminate me. I think I have the constitu 
tional right to refuse. 

Mr. Rick. You think it would be incriminating to say you had been on that 
boat? 

Mr. Bowers. Well, I have been arrested for nothing before 

Mr. Rice. Did you ever call Russell at the Blackstone Hotel in Chicago? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. We have a record of a number of telephone calls 

Mr. Bowers. I refuse to answer. I just told you I refused to answer that I 
know the man, Mr. Rice. 

Mr. Rice. Conceivably you could make a telephone call to some one without 
knowing him. 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. All right. Do vou know Lieutenant Hutoe? 

Mr. Bows rs. I know of him. 

Mr. Rice. Who is he? 

Mr. Bowers. He is on the police force, that is all I know, 

Mr. Rick. What police force? 

Mr. Bowers. Miami. 

Mr. Rick. Miami Beach? 

Mr. Bowers. Miami. 

Mr. Rice. In what capacity is Lieutenant Hutoe? 

Mr. Bowers. Used to be a lieutenant. I douwt know what he is now. I don’t 
know What—I haven't seen him in a long time. 

Mr. Rice, On the vice squad? 

Mr. Boweks. I wouldn't know. 

Mr. Rice. Is he off of the force now? 

Mr. Bowers. That 1 couldn't say. I don’t know. 

Mr. Rice. Still on, isn’t he? 

Mr. LDoweRs. | don't know. I take it for granted that he = because if he 
hadn't it would be in the newspapers and I probal 

Mr. Rice. So you think he is still on? 

Mr. bowers. | think so 

Mr. Rick. What transactions have you had with Lieutenant Hutoe? 

Mr. Bowkrs. I explained that once to you 

Mr. Rice. Let’s hear it again. 

Mr. Bowers. Well, I refuse to answer that question 

Mr.*RIckE. You mean that you explained it once and now you refuse’ 

Mr. Bowers. Yes. 

Mr. Rick. On what ground? 

Mr. Bowers. Incrimination. 


Mr. Rice. Well, now, let me see if my recollection will help you any Ac 
cording to my notes you said that vou hed a Chrysler antomobile which was 
stolen during the winter of 1950, and it was recovered by Hutoe, is that right? 

Mr. Bowers. I wasn’t under oath when L was in Philadelphia. I wasn't handed 


no subpena until I walked out the door, if you recollect that 

Mr. Rice. So that what you told in 

Mr. Bowers. What I said in Philadelphia is not here. 

Mr. Rice. You weren't under oath at that time? 

Mr. Bowers. No. 

Mr. Rick. When you are under oath do your stories vary from when you are 
not under oath? 

Mr. Bowers. In some cases, 

Mr. Rick. Sometimes you don’t tell the truth, then; is that right? 

Mr. Bowers. I didn't say that. 

Mr. Rick. What did you mean? 

The CHAIRMAN, Anyway, is that true or not? 

Mr. Bowers. Refuse to answer that. 

The CHAIRMAN. What? 

Mr. Bowers. I refuse to answer that 

The CHatRi@n. All right: go ahead 

Mr. Rior. Now, then, let’s go back to the automobile. Did you have a Chrysler? 

Mr. Bowers. I owned a Chrysler. 

Mr. Rice. Was it stolen? 

Mr. Bowers. It was taken. 

Mr. Rice. It was taken? 
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Mr. Bowrks. Put it that way. I got it back. 

Mr. Rick. Who got it back for you? 

Mr. Boweks. I refuse to answer that. It was an account of a girl. 

Mr. Rice. On account of a girl’ 

Mr. Boweks. Yes. A girl took the car. That is the reason | refuse to answer. 

Mr. Rice. Did the police recover it? 

Mr. Boweks. I refuse to answer, Mr. Rice. 

Mr. Rice. Would you like to explain any further special circumstances * 

Mr. Bowers. No, no. 

Mr. Rick. You refuse—— 

Mr. Bowkks. I refuse to answer questions that might incriminate me; over and 
over I refuse. 

Mr. Rice. Having your car stolen is going to incriminate you? 

Mr. Bowekrs. Well, it might with my wife; yes. 

The CHAIRMAN. I think that is a sound constitutional privilege. The first 
one you have asserted that seems to have some substance to it, 1 might say 

Mr. Rice. Now, then, when did you get your wife? 

Mr. Bowers. When I got her? 

Mr. Rice. Yes. 

Mr. Bowers. You were in Philadelphia. 

Mr. Rice. That is right, I was; in August. 

Mr. Bowers. The night after, I think; the night that I met you. You got the 
date there. 

Mr. Rice. In the winter? 

Mr. Bowers. It was the next day. 

Mr. Rice. That was in the winter of 1950? 

Mr. Bowgrs. I have been knowing my wife for 15 years. 

Mr. Rice. She wasn’t your wife until August, was she? 

Mr. Bowers. Till August is right. 

Mr. Rice. When the car was taken you didn’t have a wife, did you? 

Mr. Bowers. I wouldn’t say that. 

Mr. Rick. You wouldn't say that? 

Mr. Bowers. Anyway, if I answer that question, that question will cause me 
a lot of trouble, and I refuse to answer it. 

The CHAIRMAN. You mean it is going to cause you a lot of trouble with your 
prospective wife? 

Mr. Bowers. No; I am already married, but I might not be if I answer that 
question. 

Mr. Rice. Now, then, what transactions did you have, if any. with Lieutenant 
Hutoe? 

Mr. Bowers. I have never had any transactions with him whatsvever. 

Mr. Rice. Are you sure about that? 

Mr. Bowers. I am more than sure. 

Mr. Rice. That is definite, that is positive? 

Mr. Boweks. Right. 

Mr. Rice. You never had any transactions with him whatsoever? 

Mr. Bowers. No. 

Mr. Rice. No business dealings with him? 

Mr. Bowers. No. 

Mr. Rice. Ever telephone to him? 

Mr. Bowers. I just answered the question. You made four questions out 
of one. 

Mr. Rice. Let me hear your answer. 

Mr. Boweks. I refuse to answer. That settles it. 

Mr. Rice. Did you ever telephone him? 

Mr. Bowers. I refuse—— 

Mr. Rice. Did you ever send him a telegram? 

Mr. Bowers. I refuse to answer. 

The CHAIRMAN. Let’s go on. 

Mr. Rice. Listen to this, a telegram to Mr. Hutoe, April 3, 1950, charged t 
your telephone: 

“Weather clear. Car running good. In fact excellent. Go to sleep. You are 
in for sure. You are very hard to locate.” 

What did you mean by that’ 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. What did you mean by “You are in for sure’? 

Mr. Bowens. I told you I refuse to answer it, Mr. Rice. 
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Mr. Rice. Here is another one, March 26, 1950, 10:50 p. m., to C. O. “Hutto,” 


phone 92768, 450 Southwest Nineteenth Road, Miami, Fla 


“Tried to contact you all day. Phone out of order. Am sure car will be fixed. 


No doubt. Don’t worry. Am leaving for Jacksonville-Tampa. Be back real fast.” 


How about that? 

Mr. Bowers. Refuse to answer that. 

Mr. Rice. Did you send that? 

Mr. Bowers. Refuse to answer that. 

Mr. Rice. What was the transaction? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Ido you deny that you sent it? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Well, as a matter of fact, one of these wires is signed “Carter.” 
Mr. Bowers. Signed what? 

Mr. Rice. Carter, George Carter. 

Mr. Bowers. My recollection is I never used no name “Carter.” I never used 


no name but my own. 


Mr. Rice. Having knowledge that it is signed “Carter,” do you want to with- 
draw your denial? 

Mr. Bowers. I refuse to answer. 

Mr. Rice. Still refuse to answer whether it was Carter or you’ 

Mr. Bowers. Yes. 

Mr. Rice. If it was Carter it wouldn't incriminate you, would it? 

Mr. Bowers. Refuse to answer because you won't take any other answer. 

Mr. Rice. You don’t know what I will take’ 

The CHAIRMAN, Let’s go ahead. 

Mr. Rice. Now, then, do you know Butsy O’Brien? 

Mr. Bowers. I refuse to answer that question. 

Mr. Rice. William Gerald O’Brien, the wire-service man in Miami’? 

Mr. Bowers. I refuse to answer that, Mr. Rice. 

Mr. Rice. Sometimes called Keogh. Do you know him’ 

Mr. Bowers. Refuse to answer. 

Mr. Rice. Do you know Hagerty? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. On what grounds? 

Mr. Bowers. Constitutional rights. 

The CHAIRMAN, You are directed to answer those questions; you understand 
you are being directed to answer those questions? 

Mr. Bowers. I still stand on my constitutional rights 

Mr. Rice. A while back you said you never had a horse book, didn’t you? 
Mr. Bowers. That is correct. 

Mr. Rice. These men are in the wire service which serves horse books; isn’t 


that right’ 


Mr. Bowers. I wouldn’t know. 
Mr. Rice. Suppose I suggested they are. Is there any reason why you should 


refuse to answer if you have never been in a horse book? 


Mr. Bowers. I refuse to answer. 

Mr. Rice. On what ground? 

Mr. Bowers. I might incriminate myself. 

Mr. Rice. I see where you telephoned Hagerty a number of times. 

Mr. Bowers. That is wire tapping, ain't it, in case I did’? 

Mr. Rice. It could be. 

Mr. Bowers. You are liable to use that in court. 

The CHAIRMAN. It isn’t wire tapping. We have the records of the telephone 
company. They were gotten under subpena. So it is not wire tapping. 

Mr. Rice. I see where you called Hagerty several times: January 1950—— 
Mr. Bowers. I refuse to answer that. 

Mr. Rice. Know anything about that? 

Mr. Bowers. Refuse to answer that. 

Mr. Rice. Did you ever hear of the cut-off of the wire service to Miami Beach 


in February or March of 1949? 


Mr. Bowers. I read something about that in the papers. I couldn’t sweat 


to it. 


Mr. Rice. Did you talk to Hagerty about that? 

Mr. Bowers. I never did. All I know about it is what I read in the papers 
Mr. Rice. Did you talk to your friend Russell about that? 

Mr. Bowers. I refuse to answer that I even know Russell 
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Mr. Rice. Now, I see you telephoned to a fellow named “Sponie,”’ a dealer for 
the Beverly Hills Country Club outside of Cincinnati. What was that about? 

Mr. Bowers. Refuse to answer. 

Mr. Rice. Who is he? 

Mr. Bowers. You know as much about himasIdo. I could have talked to him, 
I don’t know, but I refuse to answer the question. 

Mr. Rice. Do you know Ralph Pierce’? ° 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Well, Ralph Pierce, a Chicago man, associated with Harry Russell, 
do you know him? 

Mr. Bowers. I don’t know gangsters. You people got me tied up with gangsters 
I never heard of in my life. 

Mr. Rick, Do you say you don’t know Ralph Pierce? 

Mr. Bowers. I refuse to answer. 

Mr. Rice. Will you say you don’t know Ralph Pierce? 

Mr. Bowers. I refuse to answer. You got me tied up being a hoodlum and 
gangster. 

Mr. Rice. If you are not tied up with these boys, how come you would be 
telephoning to them? 

Mr. Bowers. I didn’t say I ever telephoned. 

Mr. Rick. The record shows you telephoned to him. 

Mr. Bowers. I don’t say I did. 

Mr. Rice. Do you deny that you did? 

Mr. Bowers. I refuse to answer. 

Mr. Rice. You won't deny it then, will you? 

Mr. Bowers. I refuse to answer. 

The CHAIRMAN, He refuses to answer. Let's go on. 

Mr. Rice. Do you know anyone in the police department of Philadelphia? 

Mr. Bowers. How is that? 

Mr. Rice. Do you know anyone on the police department in Philadelphia, on 
the police force? 

Mr. Bowers. No. 

Mr. Rick. Don’t know anybody there? 

Mr. Bowers. Not that I can recall. 

Mr. Rice. Well, I see a record here where you telephoned to Locust 75100, 
police department at Philadelphia, one time. Do you know what that was for? 

Mr. Bowers. You will have to read further. I don’t know. I can’t recall. 

Mr. Rice. You don’t remember that? 

Mr. Bowers. No. 

Mr. Rice. Do you know anyone in the police department up there? 

Mr. Bowers. I don’t think I know anyone. 

Mr. Rice. Did you ever call the police department of Philadelphia from Miami? 

Mr. Bowers. Not that I can recall. 

Mr. Rice. Do you do any business in Philadelphia? 

Mr. Bowers. Never in my life. 

Mr. Rice. Ever stay up there? 

Mr. Bowers. I stayed there 6 weeks waiting on you people to call me. I was 
in bed sick anyway, so it didn’t make any difference. 

Mr. Rick. Where were you waiting for us to call you? 

Mr. Bowers. The place I gave. 

Mr. Rice. Where is that? 

Mr. Bowers. My lawyer's office. You said that you would get in touch with 
my lawyer if you wanted me within 72 hours, could he produce me, he said, 
“Yes,” and I told you where I was staying, 1405 Westbury Apartments at the 
time. 

Mr. Rice. What were you doing in Philadelphia? 

Mr. Bowers. I got married in Philadelphia. 

Mr. Rice. That is the only reason you went there? 

Mr. Bowers. 1 wouldn’t have any other business there. 

Mr. Rice. Did calling the police department have anything to do with getting 
married ? 

Mr. Bowers. I don’t recall calling the police department, Mr. Rice. I don’t 
know anybody connected with the police department. 

Mr. Rice. Do you know Smoky Cerpyser? 

Mr. Bowers. He is from Daytona. 

Mr. Rice. Do you know him? 

Mr. Bowers. I know him. 
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Mr. Rice. What business is he in? 

Mr. Bowers. I know him slightly. 

Mr. Rice. What business is he in? 

Mr. Bowers. I wouldn't know. I know he has a liquor store, or had one. 

Mr. Rice. Is he in the gambling business, too? 

Mr. Bowers. That I couldn't swear to. 

Mr. Rick. Do you know Raymond Craig? 

Mr. Bowers. No. 

Mr. Rice. Did you ever call him? 

Mr. Bowers. No. 

Mr. Rick. Do you know him? 

Mr. Bowers. I refuse to answer that. 

Mr. Rick. Matty Tracy, West Palm Beach? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. How about John O’Rourke? 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. Isn't John O’Rourke the man that was connected with Frank 
Erickson? 

Mr. Bowers. I don’t know Frank Erickson. 

Mr. Rice. You don’t know Frank Erickson; sure about that? 

Mr. Bowers. I never saw the man in my life. 

The CHAIRMAN. All right, let’s go on. 

Mr. Rice. Now, listen to this, reading from a statement made by George Patton, 
under oath, to the committee, sometime back, which concerns you. He says: 

“Soon after meeting Friedlander, I was called by Ben Cohen, attorney for the 
S. & G. gambling syndicate on Miami Beach. At Cohen's request, I went to his 
office. This was on a Saturday afternoon. Cohen told me that he had been 
observing me and thought I was a pretty smart boy. He said that attempts 
Were going to be made to get me placed on the sheriff's gambling squad and that 
he wanted me to become in the sheriff's office what Pat Perdue was to them 
in the Miami Beach police department. 

“Cohen then said he wanted me to meet the “head man” and then made a 
phone call. In about a minute or so after the call, Harry Russell came in. 1 
didn’t know Russell and had never seen him before. Then Cohen introduced 
me to Harry Russell and then went to his outer office. Russell and I then had 
a private conversation in Attorney Ben Cohen's private office. 

“Russell remarked that I had helped a friend of his to accomplish something 
and therefore he, Russell, felt that I was a capable man. I feel sure he meant 
Crosby, although he didn’t say so. He, too, said he was going to try to have 
me put on the gambling squad. He instructed me to be careful in my actions 
and to ‘be as smart as Pat Perdue is.’ He said, ‘Not one gambler gives Pat 
anything because we take good care of him.’ Pat Perdue is an officer of the 
Miami Beach police department. Russell told me that whatever I had taken 
up to then in graft from gamblers was all right, but said that from now on, 
‘We don’t want you to take anything from anybody—only when we give it 
to you.’ 

“When I was leaving Cohen's office after the talk with Harry Russell, then 
Cohen said to me that if I listened to them, meaning Russell and him, that I'd 
‘bea very smart boy and have a lot to gain. 

“Up to the meeting with Russell and Ben Cohen, actually I had received very 
little in the way of graft payments. Some of the other deputies had given me 
small ‘cuts’ on an occasion or two, 

“Several weeks after meeting with Russell and Ben Cohen, I was telephoned 
at my home on a Sunday morning by Leo Levinson, who said that a meeting 
was being held immediately at the beach and that they wanted me to be present. 
I met Levinson and went with him to Harry Russell's house at 4415 Post Avenue, 
Miami Beach. Present at the meeting were Harry Russell, Jack Friedlander, 
George Bowers, and me. It Was made clear at this meeting that there was a 
dispute among the gamblers as to whom they wanted put in charge of the 
sheriff’s gambling squad, and it was also clear that these men expected whoever 
was in charge of the gambling squad to take orders from me 

“Then they discussed who should work with me on the gambling squad and 
asked for suggestions from me. I didn’t have any preferences and said so. At 
this point, Bowers spoke up that no matter what happened or who was appointed 
‘you are the man we want to deal with.’ ” 

Mr. Bowers. What is that’ Read that last line again. 

Mr. Rice. Yes. 
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“They then discussed who should work with me on the gambling squad and 
asked for suggestions from me. I didn’t have any preferences and said so. At 
this point, Bowers spoke up that no matter what happened or who was ap- 
pointed ‘you are the man we want to deal with.’ ” 

Mr. Bowers. He is a liar. I never was in the presence of him, Jack Fried- 
lander, or Harry Russell, in my life. 

Mr. Rice. Do you know Patton? 

Mr. Bower. I don’t even know him. 

Mr. Rick. You don’t know him? 

Mr. Bowers. No. Wouldn't know him if he walked in this door. 

Mr. Rice. Do you know Friedlander? 

Mr. Bowers. I refuse to answer that question. 

Mr. Rick. Do you know Harry Russell? 

Mr. Bowers. You asked me that 18 times. I refuse to answer that. 

Mr. Rice. Let’s get to the bottom of this. How come Patton to have this sort 
of information, how come Patton had this information about what you said? 

Mr. Bowers. You will have to ask him. The county solicitor called him the 
biggest liar that ever walked. That is what I go by. I think he is, too, if he 
said that about me. 

Mr. Rick. Patton gave a pretty good description of you. 

Mr. Bowers. He could know me. A lot of people might know me and I 
wouldn’t know them. 

Mr. Rice. So we have another one of those “Chambers-Alger Hiss” deals? 

Mr. Bowers. Sir? 

Mr. Rice. Whittaker Chambers and Alger Hiss. Do you know about them? 

Mr. Bowers. I read it in the paper. 

Mr. Rice. Here is a man that knows a man and the other doesn’t know him 
back; is that right? 

Mr. Bowers. I am not mixed up with those Communists. I don’t know any- 
thing about them. 

Mr. Rice. Patton knows you, knows Friedlander, and Russell—— 

Mr. Bowers. I didn’t say that. I said I didn’t know Patton. 

Mr. Rice. You don't know Patton? 

Mr. Boweks. No. 

Mr. Rice. Now, then, Patton goes on to talk about Bowers and he said Bowers 
talked a little bit about Tallahassee and Jacksonville interests and: 

“He made several references to these places but mentioned no names. He also 
remarked that setting up the fix in Dade County was pretty easy. He said he 
had to take care of a couple of hundred people.” 

Mr. Bowers. He has got me mixed up with somebody else 

Mr. Rice. You are just not the man? 

Mr. Bowers. How is that? 

Mr. Rice. You are just not the man? 

Mr. Bowers. I am not the man. 

Mr. Rice. Do you deny you ever were a “fix man”? 

Mr. Bowers. Positively. 

Mr. Rice. Now then, Patton went on to tell about the time, around December 
1949, when there was a raid on a horse book at 139 Lindsey Court, Hialeah. He 
says: 

“While we were in the process of making this raid Leon Bishop came in the 
room, Col. Leon Bishop, of Governor Warren's staff. Bishop recently was ar- 
rested in another county for operating a gambling joint. Bishop asked me,” 
meaning Patton, “at the time if I knew what I was doing and I assured him that 
I did. Bishop asked me if I minded if he made a phone call to a friend. Bishop 
made a phone call and approximately 5 minutes later the telephone rang. I was 
called to the phone. The caller identified himself as George Bowers, to whom 
I have previously referred. Bowers told me to pack up and get the hell out of 
there immediately as this man Bishop was a close friend of Governor Warren. 

“Bowers went on to say that the Governor was supposed to be very angry that 
this raid had been pulled.” 

Have you anything to say about that? 

Mr. Bowers. He tells that he knows it was me that called him over the 
telephone? 

Mr. Rice. A man who said he was George Bowers called December 1949 

Mr. Bowers. There is 300,000 people who could have called and said they were 


George Bowers. 
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Mr. Rice. You say you don’t know about it; you say you didn’t do 

Mr. Bowers. I didn’t do it. 

Mr. Rice. It is interesting to note that in December 1949 we have a number of 
calls. 

Mr. Bowers. I never talked to Patton in my life and knowing it was Patton 
I don’t remember ever seeing Patton. I wouldn’t know him if he walked in that 
door. 

Mr. Rick. Do you know anybody called the general‘ 

Mr. Bowers. Not that I recall. 

Mr. Rice. Do you know a Bishop, Leon Bishop? 

Mr. Bowers. I don’t know Leon Bishop. 

Mr. Rice. I noticed during December, when this happened, vou called Crosby 
and Johnston a number of times. Did that have any connection‘ 

Mr. Bowers. I refuse to answer that. 

rhe CHAIRMAN, Let's go along. 

Mr. Rice. Now, then, did you have an interest in the Kroger Co 

Mr. Bowers. I did have an interest. I had $2,500 worth of stock 

Mr. Rice. $2,500- 

Mr. Boweks. Sold it and paid my income tax. 

Mr. Rick. What year Was that? 

Mr. Bowers. I couldn't swear to the year. I know I got a receipt on my 
neome tax to show where I paid with the profit I made on the Kroger stock 
I bought, I think, 100 shares. 

Mr. Rice. You paid $2,500 for the stock? 

Mr. Bowers. No. I don’t know what it was. Anyway, my income tax will 
show it. I can’t recall the exact figure. I remember positively I sold the stock 
What year it was I can’t recall. 

Mr. Rice. You paid $2,500 for it? 

Mr. Bowers. I bought 100 shares. I don’t think I paid that much for it. I 
might have got that for it. I know I made some money on it. I made, if Il am 
not mistaken, I think I made $250 on it. 

Mr. Rice. You sold it for $2,500? 

Mr. Bowers. My income tax will show. 

Mr. Rice. Where did the noney come from that you bought that stock witb 

Mr. Bowers. Came from my pocket, money that I had made. 

Mr. Rice. I beg your pardon? 

Mr. Bowers. Came from my pocket, money I had made and saved 

Mr. Rick. What business did you make it in? 

Mr. Bowers. Refuse to answer that. 

Mr. Rice, Did you pay a tax on it? 

Mr. Bowers. I paid tax on every quarter I made in my life. That is the reason 
I don’t have much. 

Mr. Rick. Before we leave George Patton, he is sometimes known by the name 
»f Petemazs. Do you know him by that name? 

Mr. Bowers. No, sir. I would have to see Patton. I don't know, even, what 
he looks like right now. 

Mr. Rice. Would you like to look at his testimony ? 

Mr. Bowers. I swear I don’t Know him. 

Mr. Rice. Do you think that if you saw him you might know him? 

Mr. Bowers. I don’t know. 

Mr. Rice. Do you know any deputy sheriffs at all in Dade County? 

Mr. Bowers. I probably know deputy—deputy sheriffs ? 

Mr. Rice. Yes. 

Mr. Bowers. I probably know everybody that has been on the police depart 
ment with the sheriff's office way back but here lately I doa’t know nobody. 

Mr. Rick. Do you know Jimmy Sullivan? 

Mir. Bowers. Never met him. 

Mr. Rice. Do you know any of his deputies? 

Mr. Bowers. I know some of them. 

Mir. Rice. Who were they ? 

Mr. Bowers. Burke was one. 

Mr. Rice. Burke? 

Mr. Lowers. Burke. 

Mir. Rice. Tom Burke? 

Mr. Bowers. Yes. 1 knew him. I met him in 1926 on the beacl That was 
wfore he was ever a deputy. That is how I come to know hit And mavbe 


rest by sight. I don’t know them by name. 
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Mr. Rice. Do you have a sister? 

Mr. Bowers. Do I havea sister? Yes, I do. 

Mr. Rice. What is her name? 

Mr. Bowers. Virginia. 

Mr. Rice. Virginia what? 

Mr. Bowers. Virginia Bowers. She has been married. I haven't seen her in, 
oh, I would say 12 years. I don’t know whether—I don’t know where she is— 
I don’t know if she is married now or not, I know she was. 

Mr. Rice. You don’t know how to get in touch with her? 

Mr. Bowers. No. 

Mr. Rice. Where was she when you last were in touch? 

Mr. Bowers. Chicago. 

Mr. Rice. Do you have any other sisters? 

Mr. Bowers. All my sisters are dead. 

Mr. Rice. Do you have a safe-deposit box? 

Mr. Bowers. I have one, yes, I do. 

Mr. Rice. Where is that? 

Mr. Bowers. In the First Trust Building, back of the First National Bank, 
on Flagler Street. 

Mr. Rice. What name is that in? 

Mr. Bowers. It is in George Bowers and Foster Bowers. 

Mr. Rice. A joint box with you and your brother? 

Mr. Bowers. Yes. 

Mr. Rice. Do you have any other boxes? 

Mr. Bowers. No. 

Mr. Rice. Do you have one in Chicago? 

Mr. Bowers. No. 

Mr. Rice. Have a joint box with anyone in Chicago? 

Mr. Bowers. I did at one time. 

Mr. Rice. Who was that? 

Mr. Bowers. My mother, before she died. She has been dead 12 or 13 years. 

Mr. Rice. What was the reason for those boxes? 

Mr. Bowers. Well, I kept cash in it, whatever papers I had, cash, I always 
kept it in the box. 

Mr. Rice. How much cash did you keep in the box? 

Mr. Bowers. You mean what is the most I ever had in there? 

Mr. Rice. Yes. 

Mr. Bowers. Oh, I would say I have had as much as twelve or fifteen thousand. 

Mr. Rice. Cash? 

Mr. Bowers. Cush. 

Mr. Rice. Where did that come from? 

Mr. Bowers. It come from my savings, by brother’s savings, my mother’s 
savings. 

Mr. Rice. What did you save this money from? 

Mr. Bowers. I refuse to answer that; but I did pay tax on it. 

Mr. Rice. How come you put it in a safe-deposit box instead of an account? 

Mr. Bowers. There is no difference. 

Mr. Rice. One pay’s interest. 

Mr. Bowers. Savings does, but then, if you need your money real fast, I want 
to get it, | don’t want to have to get it out of savings, I want to go to the box 
and get it. 

Mr. Rice. Not fast enough to get it out of the savings account? 

Mr. Bowers. People having their money in a box during the depression did 
not lose any, and people that had their money in the banks lost all their money. 

Mr. Rice. You don’t trust banks either? 

Mr. Bowers. I trust banks when I got money enough to have a checking ac- 
count, but I generally pay off in cash, 

Mr. Rick. What assets do you have, Mr. Bowers, besides your interest in the 
Sunny Isles and Little Palm and house? 

Mr. Bowers. I have a 20-percent interest—it is a building at 115th Street 
and Biscayne Boulevard—— 

Mr. Rice. Isn’t that the 115 Club? 

Mr. Bowers. 115; right. 

Mr. Rice. What interest do you have in that? 

Mr. Bowers. Twenty percent. 

Mr. Rice. Who has the other interest? 

Mr. Bowers. The same partners that is in the Little Palm. 
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Mr. Rice. That is Freedman 

Mr. Bowers. No; you are talking about the beach crowd. 

Mr. Rice. Tell me who they are. 

Mr. Bowers. I don’t know them all. 

Mr. Rice. lam getting mixed up. 

Mr. Bowers. When you get mixed up, Mr. Rice, I would like to be in with it. 

Mr. Rice. Beg pardon? 

Mr. Bowers. You asked me the partners in the Little 

Mr. Rice. 115 Club. 

Mr. Bowers. The same as in the Little Palm, myself, Jack Solomon— 

Mr. Rice. Do you know Charley Wall, up in Tampa 7 

Mr. Bowers. I refuse to answer that. 

Mr. Rick. Have you ever had any interest in any enterprise with Charley Wall? 

Mr. Bowers. I refuse to answer. 

Mr. Rick. Did you ever do any business with Charley Wall‘ 

Mr. Bowers. I refuse to answer that. 

Mr. Rice. You say you refuse to answer whether you even know him or not? 

Mr. Bowers. I know him. 

Mr. Rice. What is he? 

Mr. Bowers. | don’t know what he is. 

Mr. Rick. What do you know about him? 

Mr. Bowers. | don’t know anything except what I read in the paper about him. 

Mr. Rice. Did you read where they tried to shoot him five times? 

Mr. Bowers. I read that they—the last time you people had him in Tampa he 
testified being shot at—I don’t know how many times, 

Mr. Rick. That was the first time you knew that? 

Mr. Boweks. I knew he had been shot at; I read it in the paper, I think, in 
1938, that he had been shot at. 

Mr. Rice. Did he have any interest in your enterprises in Miami or Miami 
Beach? 

Mr. Bowers. Not me. 

Mr. Rice. Did he 

Mr. Bowers. Except—wait a minute—except if he had an interest in the Old 
Royal Palm, during 1939 or 1940, I don’t know, but I did—1941. I don’t know 
What vear it was. 

Mr. Rice. Possibly he did? 

Mr. Bowers. I don’t know. 

Mr. Rick. That is the only thing that you had in common with him? 

Mr. Bowers. I don’t know if he did or not. 

Mr. Rice. Do you have any business in Tampa or Orlando? 

Mr. Bowers. Never, positively not. 

Mr. Rice. Have any business interests on the west coast of Florida? 

Mr. Bowers. Never in my life. 

Mr. Rice. Do you have any bank accounts? 

Mr. Bowers. I don’t have a quarter in the bank; I don’t have a quarter in the 
bank ; not in a box or no other way. 

The CHAIRMAN, All right, anything else? 

Mr. Rice. Do you have a safe in your home? 

Mr. Bowers. It was robbed this summer, but I never did keep any money in it, 
a little small tin safe. For a while I thought it was you people. After I found 
out my Whisky and clothes were gone, then I knew it wasn't you all. 

Mr. Rick. What was taken from the tin box % 

Mr. Bowers. Well, the insurance papers, my receipts, things like that, no money 
at all. I had a suit of clothes in the closet with every receipt, income-tax nota- 
tion or what I have ever paid the Government, in the lining of the suit, inside 
the lining of the suit, and that suit was taken. 

Mr. Rice. Did you report this to the police ‘ 

Mr. Bowers. Yes. 

Mr. Rick. Who did you report it to? 

Mr. Bowers. Just called the police station and reported it [I didn’t report it 
until I got back. At the time I didn't know what was gone The 
looking out after—I reported it. 

Mr. Rice. What is your financial position now as respects ready cash? 

Mr. Bowers. Ready cash, I don’t have any. 

Mr. Rice. You don’t have any ready cash? How long has that been going on? 

Mr. Bowers. Well, I could possibly raise money. 
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Mr. Kick. You could possibly raise money? 

Mr. Bowers. Yes. 

Mr. Rice. How long have you been out of ready cash? 

Mr. Bowers. Well, the last—you mean without a quarter’ I mean, I haven't 
had any what you call money for some length of time. 

Mr. Rice. How long? 

Mr. Bowers. Several months. 

Mr. Rice. Several months? 

Mr. Bowers. Right. 

Mr. Rick. What happened several months ago to cause you to get out of money? 

Mr. Bowers. I spent it; doctors got a lot of my money; I have been paying 
on my house; paying on my car. 

The CHAIRMAN. Anything else? Let's finish with this witness. 

Mr. Rice. Now, you were ill back in—what, December? 

Mr. Bowers. I have been sick for a long time. 

Mr. Rice. Going back to last winter and last spring, what was your finan 
condition ? 

Mr. Bowers. Well, I had borrowed $15,000 and IT had seven or eight cash. 

Mr. Rice. That is, you had seven or eight cash? 

Mr. Bowers. Yes. 

Mr. Rice. Thousand ? 

Mr. Bowers. Yes. 

Mr. Rice. Did you file an income-tax return in 1949? 

Mr. Bowers. If I didn’t the auditor did, but I didn’t do anything in 1949 

Mr. Rice. You didn’t do anything in 1949? 

Mr. Bowers. No. 

Mr. Rick. When was the 

Mr. Bowers. At least I didn’t make any money. 

Mr. Rice. You didn’t make any money. 

Mr. Bowers. I think we filed a loss. 

Mr. Rick. I see a wire here where you are buying some tickets up in New York 
What was that in connection with? 

Mr. Bowers. What kind of tickets? 

Mr. Rice. Sherman Billingsley at the Stork Club received your wire: 

“Will have friends drop by for tickets. Thank vou. Will take care of our 
friends. Thanks again 

“GEORGE.” 

Mr. Bowers. That was some people from Canada that asked me to get them 
some tickets to the Damon Runyon South Pacifie and at the time they were selling 
for $250 apiece plus the $6 or $7 for the ticket ; the charity got the $250. 

Mr. Rice. Yes. 

Mr. Bowers. And some people called me and asked if I could get them. 

Mr. Rice. Yes 

Mr. Bowers. And I called, or wired, I don’t know, Sherman Billingsley, and 
somehow or other I got the tickets. 

Mr. Rice. Why did you wire Sherman Billingsley? 

Mr. Bowers. Because I know him. 

Mr. Rice. You know him? 

Mr. Bowers. Yes. 

Mr. Rice. Do any business with him? 

Mr. Bowers. I have been in his place to eat and drink. 

Mr. Rice. Has he been in your place? 

Mr. Bowers. Right. 

Mr. Rice. Which one? 

Mr. Bowers. Little Palm. 

Mr. Rice. Sunny Island? 

Mr. Bowers. I don’t know if he was in there or not. 

The CHAIRMAN. Anyway, when you didn’t have much money you could still 
buy tickets, go to New York? 

Mr. Bowers. That wasn’t—you see, that was for somebody else. I didn't say 
I had always been broke. Sometimes I got money; sometimes I ain't. 

The CHAIRMAN. All right. That is all, Mr. Bowers. You will remain under 
subpena. We will have to do something about you not answering these questions. 

Mr. Bowers. All right, sir. 








™ 


a 


PROCEEDINGS AGAINST GEORGE L. BOWERS 31 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer 
ence to the contempts committed by George L. Bowers.- 


FEBRUARY 16, 1951 
Memorandum to Senator Estes Kefauver, chairman, re contempt of George L 
Bowers (S. Res. 115). 

I have examined the record of the testimony of George L. Bowers, and it is 
my opinion, which has previously been conveyed to the committee, that the 
refusal by George L. Bowers to answer questions was contemptuous of the United 
States Senate and its Special Committee To Investigate Organized Crime in 
Interstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
comumittee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law 
In those instances where the witness asserted a claim of privilege, it is my 
opinion that the claim was not made in good faith inasmuch as there was ho 
reasonable relationship between the questions asked and «a line of proof which 
might incriminate the witness under any Federal statute 

In certifying contempt proceedings, this Committee and its counsel have care 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States 


RvuDoOLpepH HALLey, Chief Counsel. 
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Marcu 30 (legislative day, Marcu 26), 1951—Ordered to be printed 


Keravuver, from the Special Committee To Investi 
ized Crime in Interstate Commerce, submitted the following 


vate Organ- 


= « 


REPORT 
[To accompany S. Res. 116] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, had 
before it William G. O’Brien under a warrant issued by the President 
of the Senate pursuant to Senate Resolution 65, E) ehty-second Con- 
gress, first session. Pursuant to the provisions of Senate Resolution 
65, Eighty-second Congress, first session, William G. O’Brien was 
brought before the committee on March 27, 1951, in room P-36, the 

Capitol, Washington, D. C., then and there to testify touching matters 
of inquiry committed to said committee and not to de part without leave 
of said committee. 

The said William G. O’Brien, under custody pursuant to Senate 
Resolution 65, Eighty-second Congress, first session, appeared before 
the said committee to give such testimony as required by virtue of Sen- 
ate Resolution 202, Eighty-first Congress, second session. William G. 
O’Brien, having appeared as a witness and having been asked ques- 
tions, which questions were pertinent to the subject matter under 
inquiry, made answers as appeared in the record of the hearings on 
March 27, at Washington, D. C., which record is annexed hereto and 
made a part hereof and designated “Annex I.’ 

As a result of said William G. O’Brien’s refusal to answer the ques 
tions pursuant to the said inquiry, as appears in the record annexed, 
consisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con- 
cerning the matter committed to said committee. 
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The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to William G. O’Brien 
e rtinent to the subject matter which under Senate Resolution 202, 
fighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I, is a violation of the provisions set forth in 
Senate Resolution 65 which provides that the witness was to be taken 
into custody and may not be discharged without giving testimony to 
the committee, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessar y and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by provisions of Senate Resolution 
202, and was duly authorized as appears in the resolution set forth 
below, whereby the chairman of the committee was empowered to 
designate a subcommittee of one to hear test imony concerning Miami, 
Fla., with which area the witness O’Brien is associated. 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o'clock in room F-82 in the 
Capitol. There were present Senators Kefauver, Hunt, and Wiley. There were 
also present Rudolph Halley, chief counsel; Alfred Klein, assistant Counsel ; and 
Mr. Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Senator 
Wiley that the chairman be authorized at his discretion to appoint subcommittees 
of one or more Senators, of whom one member will be a quorum for the purpose 
of taking testimony and all other committee acts, to hold hearings at such time 
and places as the chairman might designate with reference to the committee's in- 
vestigations of organized crime in the vicinities of the cities of Chicago, St. Louis, 
Kansas City, Miami, Miami Beach, and Philadelphia, and in the States of New 
York and New Jersey. 

Estes KEFAUVER. 
In accordance with the resolution set forth above, the chairman 
designated Senator O’Conor as a subcommittee of one to hear testi- 
mony of William G, O’Brien. 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, MARCH 28, 1951 

The committee met at the Capitol, reoom P-36. There were present Senators 
Kefauver, Tobey, Hunt, O’Conor, and Wiley. 

Upon the motion of Senator O’Conor duly seconded by Senator Tobey. The 
committee voted to recommend to the Senate that William G. O’Brien be cited 
for contempt by reason of his failure to answer questions pertinent to the com- 
mittee’s inquiry of March 27, 1951, and that Frank Costello be cited for contempt 
by reason of his failure to answer certain questions pertinent to the committee's 
inquiry in the hearings conducted in New York City on March 19, 20, and 21, 1951. 

The motion was unanimously carried. 

EstEs KeEFrAvUver, Chairman. 
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ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 


SUBCOMMITTEE OF THE SPECIAL COMMITTEE TO INVESTIGATI 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Tuesday, Mareh 27, 1951 
The subcommittee met, pursuant to call, at 3:30 p. m., in room P—36, the 


Capitol, Senator Herbert R. O’Conor presiding. 

Present: Senator O'Conor. 

Also present: Joseph L. Nellis and Downey Rice, counse 

Senator O'Conor. Bring in Mr. O’Brien. 

Mr. O'Brien, as in all cases, we have asked the witness to be sworn In the 
presence of Almighty God, do you swear that the testimony you sha ive in 
this hearing shall be the truth, the whole truth, nothing but the truth, so help 
you God? 

Mr. O'Brien. I do. 

Senator O'Conor. I might say for your information that this hearing is held 
pursuant to the resolution of the Senate and sanctioned by the full committee, 
that as a subcommittee of one and by designation of the chairman, Senator 
Kefauver, Lam holding the executive hearing. 


TESTIMONY OF WILLIAM G. O'BR1 


Senator O'Conor. For the purpose of the record your name 

Mr. O'Brien. William G. O'Brien. 

Senator O'Conor. The G is for 

Mr. O'Brien. Gerald—G-e-r-a-l-d 

Senator O'Conor. And your address? 

Mr. O’Brien. I aim going to refuse to answer any more questions 
Senator O'Conor. I am just asking that for purposes of identificati: 


Mr. O'Brikn. The FBI brought me in here and Mr. Luke ok rege of 1 
so they have got all the information you people ce ¢ I respect you people, 
but i think I have some constitutional rights that I am going to stand on, an 
the fifth amendment. 

Senator O'Conor. I see. You are privileged to ma il stateme! vou 
wish to. 

Mr. OBrren. I am going to refuse to answet ! grout 
that they Inay tend to incriminate me on any Federal laws 


Senator OConor. You have not as vel been asked uny quest 

Mr. O'Bkten. You asked me my address 

Senator OConor. Is it in response to that question that ve make that state 
ment ? 

Mr. O'Brien. Yes, Senator. 

Senator O'Conor. Will Vou answer any questions whatsoever 

Mr. O'Brien. No, sir; nothing more. 

Senator O'Conor. So that, in other words, the statement von just make now 
is a general statement and would apply to any and all questions, regardless « 
their nature’? 


Mr. O’Brien. I respect you gentlemen. We will waste « time. I am not 
going to say another word. 
Senator O'Conor. Very good. Mr. Rice, you may proceed 


Mr. Rick. May I examine a little bit * 

Senator O'Conor. Yes, 

Mr. Rick. What is your address? 

(No response. ) 

Senator O'Conor. Mr. O'Brien, you are instructed to answer by the Chair an 
you still decline? 


Mr. O'Brien. I made my statement I thought 11 le it clear I refuse t 
answer any questions, 

Senator O'Conork. That is right. Just so that we mm: take ong without 
undue interruption, there will be a series of questions aske ou, and 


be understood 
Mr. O'Brien, I will stand mute. 
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Mr. Rice. Mr. O’Brien, perhaps it would help—I would like to ask you a few 
questions about your reasons for refusing. That is my purpose in asking you 
where you live. 

Now, I take it that you, by refusing to answer, are using what you feel to be 
your constitutional right; is that correct? 

(No response. ) 

Mr. Rice. I didn’t hear your answer, sir. Is that right? 

Mr. O’Brien. I am going to stand mute. I am not going to say nothing. 

Mr. Rice. You are not going to say nothing. Let me ask you this: Are you 
under indictment at the present time? 

(No response. ) 

Mr. Rice, Are you standing mute on that question, sir? 

Let the record indicate that there is no response from the witness. 

Are you under indictment for either a Federal or a State offense? 

Let the record show that the witness stands mute. 

Are you under investigation, to your knowledge, for any offense? 

(No response. } 

Senator O’Conor. Now, Mr. O’Brien, it is with respect to these questions, and 
without unduly prolonging it, that the presiding officer does instruct you to 
answer, and then we understand that you refuse to answer any and all questions 
for the reasons that you have given. Without repeating what you said, you do 
decline to answer? 

Mr. O’BrrEN. I made my statement. I thought that included everything. 

Senator O'Conor. That is right. We understand. 

Mr. Rice. All right, sir. When you have asserted your constitutional privilege, 
do you have in mind a specific offense or offenses from which you fear prosecution ? 

Let the record show there is no response to that question. 

If you have in mind an offense or offenses from which you fear prosecution, 
did that offense or offenses occur in the last 10 years? 

Senator O’Conor. Let it be noted that the witness refuses to answer. 

Mr. Ricr. Did the same offense or offenses which you have in mind occur more 
than 1) years ago? 

Senator O’Conor. Let the record show that the witness fails to make any 
audible response. 

Mr. Rice. Are there any special circumstances which you would like to give 
us, Mr. O’Brien, in connection with your refusal to answer the question where 
you live? 

Senator O’Conor. Let the record show that the witness makes no audible 
response, 

Mr. Rice. Where were you born, Mr. O’Brien? 

Senator O’Conor. No response. 

Mr. Rice. Were you born in the United States? 

(No response. ) 

Mr. Rice. Are you a citizen of the United States? 

(No response. ) 

Mr. Rick. How much schooling have you had, Mr. O’Brien? 

Let the record show no response. 

Mr. Rice. Are you married, Mr. O’Brien? 

(No response. ) 

Mr. Rice. How old are you, Mr. O’Brien? 

(No response. ) 

Mr. Rice. In 1935, if you recall, what business were you in? 

(No response. ) 

Mr. Rice. In 1940 what business were you in, if you recall? 

( No response. ) 

Mr. Rice, In 1945 what business were you in? 

(No response. ) 

Mr. Rice. Do you know Robert Egner? 

(No response. ) 

Mr. Rice. Do you know Richard Mangan? 

(No response. ) 

Mr. Rice. Do you know Roscoe Odle? 

(No response. ) 

Mr. Rice. Do you know Irving Scherry? 

(No response. ) 

Mr. Rice. Do you know Harry Bilson? 

(No response. ) 
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Mr. Rice. Do you know Leo Joseph Carroll of Miami, Fla.? 

(No response. ) 

Mr. Rice. Have you ever been connected with the Intrastate News in Florida? 

(No response. ) 

Mr. Rice. Have you ever been connected with the so-called Wire Service? 

(No response. ) 

Mr. Rice. Do you know William Hamilton? Of 2540 Southwest Twenty-fourth 
Terrace, Miami, Fla 

(No response. ) 

Mr. Rice. I understand, Mr. O’Brien, that you are sometimes known under 
the name of Keogh—K-e-o-g-h—is that true? 

(No response. ) 

Mr. Rice. Were you in 1949 connected with the Intrastate News in Florida? 

(No response. ) 

Mr. Rice. Mr. O'Brien, I am reading from exhibit No. 58 attached to the testi 
mony of the hearings of the Special Committee To Investigate Organized Crime 
in Interstate Commerce taken in Chicago, Ill, during December 1950. The 
exhibit is attached to the testimony. It is a letter of the Western Union Tele- 
graph Co., New York, directed to Chairman Kefauver of this committee over the 
signature of E. R. Shute, vice president. It says in part: 

“On the morning of February 28, 1949, Mr. O’Brien of the Intrastate News 
called our office manager, Mr. Martin, at Miami, on the telephone and requested 
that the drops at the 15 locations at Miami Beach be temporarily disconnected. 
This order was complied with in accordance with the request of the lessee, and 
these circuit drops were disconnected at our Miami central office on that date. 
Other disconnections were subsequently made at the request of the lessee as 
indicated in the exhibit.” 

And it refers to exhibit No. 55 

What can you tell us about the orders that you gave to Julian W. Martin of 
the Miami office of Western Union with respect to disconnecting those 13 drops 
at Miami Beach on February 28, 1949? 

Senator O'Conor. Let the record show that the witness declines to answer. 

Mr. Rice. There has been testimony before this committee that those drops 
serviced the S. & G. gambling syndicate at Miami Beach with race wire informa 
tion, and that as a result of this cut-off of the wire service from Intrastate News, 
Harry Russell, of Chicago, took a one-sixth interest in the S. & G. syndicate 

What can you tell us about Harry Russell and this cut-off? 

Senator O’Conor. Let the record show that the witness declines and refuses 
to answer. 

Mr. Rice. Now, then, again reading from exhibit No. 53, it is stated that: 

“On March 14, Mr. O’Brien again called Mr. Martin and requested that the 
circuit to the 183 drops in Miami Beach previously disconnected be reestablished.” 

What was the reason for the reestablishment of the service to those drops? 

Senator O'Conor. Let the record show the witness declines 

Mr. Rice. Do you know Tom Kelly of Continental Press? 

(No response. ) 

Mr. Rice. Do you know Arthur MeBride of Cleveland ? 

( No response. } 

Mr. Rick. Do you know Edward McBride? 

(No response ) 

Mr. RicE. Do you know J. J. Fogarty, of New Orleans? 

(No response ) 

Mr. Rick. Do vou know Tony Accardo? 

(No response. ) 

Mr. Rice. Do you know Jake Guzik—G-u-z-i-k? 

(No response, ) 

Mr. Rick. Do you know Paul Ricea—R-i-c-c-a? 

(No response. ) 

Mr. Rice. Do vou know William H. Johnston—J-o-h-n-s-t-o-n? 

(No response. ) 

Mr. Rice. Do vou know W. ©. Crosby? 

(No response, } 

Mr. Rice. Do you know Charles Friedman—F-r-i-e-d-m-a-n? 

(No response. ) 

Mr. Rice. Do you know Raymond Craig—C-r-a-i-g? 

(No response. ) 
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Mr. Rick. Do you know Ben Cohen—C-o-h-e-n ? 

(No response, ) 

Mr. Rice. Sam Cohen? 

(No response. ) 

Mr. Rice. Harold Salvey? 

(No response, ) 

Mr. Rice. Jules Levitt—L-e-v-i-t-t? 

(No response. ) 

Mr. Rice. Was it true that John Scanlon of the Chicago Wire Service came 
to Florida on at least one occasion and ordered the bookies being served by 
Intrastate News to pay an increased rate? 

(No response, ) 

Mr. Rice. Do you know Austin O'Malley ‘ 

(No response, ) 

Mr. Rice. Do you know why Austin O'Malley came to Florida on one occasion it 
connection with wire service activities and had his expenses paid by Illinois 
Press of Chicago? 

(No response. ) 

Mr. RicE. Do you know an attorney, Vincent Giblin, now Judge Giblin, of 
Florida ? 

(No respouse, ) 

Mr. Rice. Do you know why he received a fee from Continental Pre 
he was practicing law in Florida? 

(No response ) 


ss although 


Mr. Rice. Do you know lawyers Atkinson & Atkinson in Florida, practicing 
lawyers in Florida, and why they were paid from wire service sources in 
Chicag 


{ No res] onse,) 


oO? 


Mr. Rick. What arrangements do you have with Howard Sports in Baltimore, 


if any, to obtain, or in the past to have obtained wire service ? 

(No response. ) 

Senator O’Conor. IT might note for the record that by resolution of the full 
committee the chairman of the full committee, the junior Senator from Tennessee, 
Senator Kefauver, has appointed the senior Senator from Maryland, Senator 
O’Conor, to be and to act as a subcommittee of one and to constitute a quorum 
for the purpose of taking sworn testimony and conducting this hearing 

Ask Mr. MelIlvaney to come in. 


Mr. Mellvaney, in accordance with the request of the committee, the Sergeant 


at Arms has produced the witness, William G. O'Brie) He has been be 


the committee and has refused to answer questions It is, 


bore 
therefore, the 
decision of the committee that he be returned to the custody of the Sergeant at 
Arms and to be held, pending action of the full committee, with the provision 
that his release can be effected only upon the presentation of $10,000 bail. 


(Whereupon, at 4:45 p.m. the subcommittee adjourned. ) 


ANNEX II 


The committee has received the following memorandum from its 
associate counsel, which sets forth the legal opinion of its stafl with 
reference to the contempts committed by William G. O’Brien. 


Marcu 28, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of William G 
O’Brien (S. Res. 116) 

I have examined the record of the testimony of William G. O’Brien, and T was 
present during the time he was before the committee, and it is my opinion, 
which has prey iously been conveyed to the columittee, that the refusal by 
William G O’Brien to anSsWel questions was contel IPTUEUs of the United States 
Senate and its Special Committee To Investigate Organized Crime in Interstate 
Commerce, 


As associate counsel of the committee, with the advice anc concurrence of the 


committee's legal staff, I have advised the committee and now certify that the 
econtempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my 


oninion that the Claim was not made in good faith inasmuch as there was no 








e, 


T 
Th, 


he 
he 
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ho 


PROCEEDINGS AGAINST WILLIAM G. O'BRIEN 7 


reasonable relationship between the questions asked and a line of proof which 
might incriminate the witness under any Federal statute 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


DowNEY Rick, Associate Counsel. 
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PROCEEDINGS AGAINST RALPH J. OHARA 
FOR CONTEMPT OF THE SENATE 


Marcy 30 (legislative day, MArcH 26), 1951.—Ordered to be printed 


Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8. Res. 117] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, caused 
to be issued a subpena to Ralph J. O'Hara, of 'Tiedtville, Ill. Attend- 
ance pursuant to said subpena, which was duly served, was had on 
December 18, 1950, at which time the witness appeared. 

The said Ralph J. O'Hara, pursuant to said subpena and in com- 
pliance therewith, appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty- 
first Congress, second session. Ralph J. O’Hara having appeared as a 
witness and having been asked questions, which questions were perti- 
nent to the subject ‘matter under inquiry, made answers as appeared in 
the record of the hearings on December 18, 1950, in room 267, United 
States Courthouse, Chicago, Ill., which record is annexed hereto and 
made a part hereof and designated “Annex I.” 

As a result of said Ralph J. O’Hara’s refusal to answer the ques- 
tions pursuant to the said inquiry, as appears in the record annexed, 
consisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con- 

cerning the matter committed to said committee in accordance with 
the terms of the subpena served upon this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Ralph J. O’Hara 
yore to the subject matter which, under Senate Resolution 202, 

tighty-first Congress, second session, the said committee was in- 


structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I is a violation of the subpena under which 
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the witness was directed to appear and answer pertinent questions to 
the subject under inquiry, and his persistent and illegal refusal to 
answer the aforesaid questions deprived the committee of necessary 
and pertinent testimony and places this witness in contempt of the 
United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by a resolution of the said commit- 
tee, as set forth below: 


SPECIAL COMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, SEPTEMBER 6, 1950 


The committee held an executive session at 2 o’clock in room F-S2 in the Capitol. 
There were present Senators Kefauver, Hunt, and Wiley. There were also 
present Rudolph Halley, chief counsel; Alfred Klein, assistant counsel, and Mr. 
Julius Cahn, administrative assistant to Senator Wiley. 

It was duly resolved on motion made by Senator Hunt and seconded by Sena- 
tor Wiley that the chairman be authorized at his discretion to appoint sub- 
committees of one or more Senators, of whom one member will be a quorum 
for the purpose of taking testimony and all other committee acts, to hold hearings 
at such time and places as the chairman might designate with reference to the 
committee’s investigations of organized crime in the vicinities of the cities of 
Chicago, St. Louis, Kansas City, Miami, Miami Beach, and Philadelphia, and in 
the States of New York and New Jersey. 

Estes KreFrAvuveR. 
In accordance with the resolution of September 6, 1950, the chair- 
man designated himself as a subcommittee of one to swear witnesses 
and to hear testimony at Chicago, Ill., on December 18, 1950, 

After reviewing the testimony and other facts as set forth herein, 

the committee adopted a resolution, as set forth below: 


SpecrAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 
MINUTES OF A COMMITTEE MEETING, MARCH 22, 1951 


The committee met at 4:45 p. m. in room 4385, Senate Office Building. There 
were present the chairman and Senators Wiley and O’Conor. 

The ehairman presented to the committee the minutes of the committee meet- 
ing of December 18, 1950, together with a resolution made on September 6, 1950. 

The chairman stated to the committee that the chairman had designated a 
subcommittee to hear continued testimony in Chicago, IIL, in connection with 
organized crime in that city, pursuant to the resolution of September 6, 1950, 
the subcommittee consisting of Senator Kefauver. 

The chairman then presented to the committee the minutes of said subcom- 
mittee meeting of December 18, 1950, held in room 267, United States Courthouse. 

The chairman stated to the committee that the witness, Ralph J. O’Hara, 
repeatedly, consistently, and arbitrarily had refused to answer questions put 
to him throughout counsel’s and chairman’s examination of said witness on 
December 18, 1950, and that his refusal, therefore, was improper and con- 
temptuous. 

The chairman presented to the committee a draft report on the entire matter 
for the committee’s consideration and the committee duly adopted the said report 
and instructed the chairman to present said report to the United States Senate. 

Therefore, upon motion of Senator O’Conor, duly seconded by Senator Wiley, 
it was unanimously resolved that the committee present to the United States 
Senate, for its immediate action, a resolution requiring the United States attorney 

‘for the northern district of Illinois to proceed against the said Ralph J. O'Hara 
in the manner and form provided by law. 





| 
| 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL CoM MITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Chicago, Ill., Monday, December 18, 1950. 

The committee met, pursuant to call of the chairman at 10 a. m., in room 267, 
United States Courthouse, Senator Estes Kefauver (chairman) presiding. 

Present: Senator Kefauver. 

Also present: Rudolph Halley, chief counsel; George Robinson, Henry P. 
Kiley, and William Amis. 

The CHAIRMAN, The committee will come to order. 

Let everyone take seats, please. 

This hearing is being held, and let the record so show, pursuant to the adop- 
tion of Senate Resolution 202 and pusuant to a resolution of the Special Com- 
mittee To Investigate Crime in Interstate Commerce. 

The chairman has been authorized a delegation of one person, one member 
of the committee to swear witnesses and hear sworn testimony. The chairman 
has designated himself as a committee of one to conduct this meeting. 

* * ok * * + ~ 

The CHAIRMAN. The hearing will come to order. Mr. O'Hara, will you come 
forward? 

How are you, Mr. O'Hara? 

Mr. O'HARA. Fine; how are you? 

Mr. CALLAGHAN. I am counsel for the witness. 

The CHAIRMAN. Yes, sir. Let’s get a chair right here for you. 

Will you raise your right hand and be sworn, please? Do you solemnly swear 
that the testimony you will give this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. O'Hara. I do. 

The CHAIRMAN. And, sir, what is your name? 

Mr. CALLAGHAN. My name is George F. Callaghan. 

The CHAIRMAN. George F, Callaghan. 

Mr. CALLAGHAN, Yes, sir; and thank you. 

The CHAIRMAN, We are glad to have you with us, sir. 

All right, Mr. Robinson and Mr. Halley. 

Mr. HALLEY. Mr. Robinson will go ahead. 


TESTIMONY OF RatpH J. O'HARA, TIEDrvILLA, ILL., ACCOMPANIED BY GEORGE F, 
CALLAGHAN, ATTORNEY 


Mr. Ropinson. State your full name, please. 

Mr. O'HARA. Ralph J. O'Hara. 

Mr. Rosrnson. Where do you live? 

Mr. O’HaraA. Tiedtville, Ill. 

Mr. Rosinson. And what is your present occupation, Mr. O'Hara? 

Mr. O’HaRA. Well, I refuse to answer that question for two reasons: First, 
that I do not think it is pertinent to the inquiry, and second, on the ground that it 
may tend to incriminate me. 

Mr. Rogpinson. Incriminate you 

The CHAIRMAN. Well, now, just a minute. Let’s get this matter straightened 
out. 

In what connection do you think it might incriminate you, what Federal law 
do you have in mind? 

Mr, O’HARA, Well, just that I think it will incriminate me, that is all, in some 
way. 

The CHAIRMAN. You do not specify whether it is a Federal or State law, or 
what it may incriminate you on. 

Mr, O'Hara. That is right; it might be State or Federal. 

The CHAIRMAN. Mr. O’Hara, we are trying to get the facts, of course, and I 
think it should be stated here that under the statute that what you say here, 
and I think all witnesses should understand this, that under the Federal statutes 
what you say here cannot be presented in evidence against you, that is, in some 
other case nobody can get up and say that, “Mr. Ralph O'Hara testified such and 
such before the Senate Committee on Organized Crime.” 
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We want to be entirely fair, and if there is something within the cases of the 
Supreme Court, of some Federal matter, that it might incriminate you, why, 
we don’t want to take any unfair advantage of you, but on your general objection 
the chairman will have to order you to answer the question. 

You can either answer it or you can refuse to answer it, but, of course, it 
would be our expectation if you do refuse to answer it, and other substantial ques- 
tions, we will have no alternative but to take some action in the matter by way 
of contempt of committee. 

Mr. O'Hara. I still refuse to answer. 

The CHAIRMAN. You refuse to follow the order of the chairman. Very well, 
proceed, Mr. Robinson. 

Mr. Rosinson. Mr. O’Hara, you were subpenaed as the former secretary of the 
Trans-American Co. to produce certain books and records before this committee. 
Do you have those books and records? 

Mr. O’HARA. No, sir; I have not. 

Mr. Roprnson. Did you ever have the records? 

Mr. O’Hara. Yes; I had them at one time. 

Mr. Ropinson. What records are you speaking about? 

Mr. O’HaraA. Well, I don’t know now, gentlemen, I want to get this into the 
record. You are going to ask me about the Trans-American, a defunct organiza- 
tion. We dissolved 41 months ago, we were out of business 

Mr. Roprnson, Pardon. I did not get the last. 

Mr. O’Hara. I say, our organization is a defunct organization and out of busi- 
ness 41 months. We dissolved about 40 or 41 months ago. 

Mr. ROBINSON. Were you at one time secretary of the Trans-American Pub- 
lishing Co.? 

Mr. O'Hara. Yes. 

Mr. Rosrnson. And how long were you secretary? 

Mr. O'HARA. Well, that I refuse to answer. 

The CHAIRMAN. You were directed to answer. 

Mr. O'HARA. On my constitutional rights, on the ground that it may tend to 
incriminate me. 

Mr. RoBrnson. As secretary—— 

The CHAIRMAN. Justa minute. Let’s get this straight. The committee directs 
you to answer the question as to how long you were secretary of the Trans- 
American Corp. Do you refuse to follow the direction of the committee? 

(No answer.) 

The CHAIRMAN. Do you? Answer up, Mr. O’Hara. 

Mr. O'HARA. Yes, sir. Pardon me. 

Mr. RosBiInson. But you were secretary? 

Mr. O’Hara. Yes. 

Mr. Rosrnson. Is that correct? 

Mr. O'Hara. Yes, sir. 

Mr. Ropinson. And as secretary you did have custody of the books and 
records? 

Mr. O'HARA. Well, Iam still going to refuse to answer. 

Mr. Roginson. Did you or did you not have custody of the books and records? 

Mr. O'Hara. Well, I say, I refuse to answer that on my constitutional rights. 

The CHAIRMAN. You are ordered to answer the question. 

Mr. Roginson. Did you—did the company——— 

The CHAIRMAN. Wait a minute. 

Do you refuse to follow the direction of the chairman, Mr. O'Hara? 

Mr. O'Hara. Yes, sir. 

The CHarrMAN. Did the company of which you were secretary have any 
books and records? 

Mr. O’HaARA. Well, I will have to repeat the same answer as the last. 

The CHAIRMAN. Well, I want you to know you are directed to answer that 
question also. 

Mr. O'Hara. I refuse to answer. 

Mr. Ropinson. Did you at one time deliver to or receive from Mr. Eugene 
Bernstein any books and records? 

Mr. O'Hara. I explained that to you, Mr. Robinson, the day that I visited you 
and Mr. Kiley. I got some books from his office in the spring of this year. 

Mr. HALLey. Will you talk a little louder, if you don’t mind. 

Mr. O'Hara. I say, I got some books from Mr. Bernstein's office, it was in the 
spring of this year. I met him on the street one day and he said, “Why don't 
you come up and get them books.” Well, I have been out of business all these 
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years, and he said, “You might as well come and get them,” and I said, “What the 
hell good are they to me?’ And he said, “Come and get them,” so I took them 
and put them in my car. I was downtown one day and I brought them home 
and placed them in my garage. 

Mr. Rostnson. What books were there? 

Mr. O'Hara. Oh, I don’t know, it was a package about this big [indicating]. 
It wasn't very big. 

The CHAIRMAN. Were they books of the Trans-American News Service? 

Mr. O'Hara. I presume they were. He told me they were. I never opened 
them. I had no occasion to open them or anything. 

Mr. Robinson. Were they all wrapped up? 

Mr. O’HArA. They were wrapped up in a piece of brown paper. 

Mr. Rosinson. Why did you presume they were? 

Mr. O'HARA. He told me they were. 

Mr. Rosinson. Mr. Bernstein told you they were. 

Had you made any inquiry to him at any time about the books and records? 

Mr. O'HARA. No, sir. 

Mr. Rostnson. How did they get into Bernstein’s possession ? 

Mr. O'Hara. Well, he dissolved the books, he had the dissolution of them. 
I mean he handled that. 

Mr. Roginson. Did you turn the books and records over to Bernstein? 

Mr. O'Hara. When we went out of business. 

Mr. Rosinson. For the purpose of consummating the dissolution of the 
company ? 

Mr. O’HarA. That is right. 

Mr. Rorrnson. They were the books of the Trans-American Co., were they not? 

Mr. O'HARA. Yes. 

Mr. Rosinson. You took the books from Bernstein’s office? 

Mr. O'HARA. Yes, sir. 

Mr. Rosinson. What did you do with the books? 

Mr. O'Hara. I put them in the back of my car and took them out home. I have 
a very modest little home out in the country, about four rooms, and I put them 
in the garage where we put practically everything that we bring home out there, 
and thought no more of it until I was subpenaed to bring the books in. When 
I went to look for them, they weren't there. 

Mr. Rosinson. Did you search your house for the books? 

Mr. O’HarA. The house; I have searched all over. I know they couldn’t be 
there because we—I remember putting them in the garage 

Mr. Rogsinson. At the time you got the subpena, was that the first time you 
ever had occasion to look for the books ? 

Mr. O'Hara. That is right. 

Mr. Ropinson. Well, how long did you keep them around the garage? 

Mr. (Hara. I don’t Know whether they were stolen or what. After—just the 
other day I looked for—there was another suitcase missing out of my garage. 
I had an old large suitcase that was there, and there was a couple electric 
blankets in there. Since the weather turned my wife and I wanted to have 
the blankets, and they were gone. 

Mr. Rosrnson. What kind of books did the company keep? 

Mr. O'HARA. Regular books of any organization. We didn’t have many. We 
were only in business a couple of months. 

Mr. Ropinson. Did you keep the books yourself? 

Mr. O'HARA. No. 

Mr. Ropinson. Is that your responsibility? 

Mr. O'HARA. No, sir. We have an auditor come in once a week. The girl in 
the office handled that. 

Mr. Ropinson. Who hired the auditor? 

Mr. O'Hara. Gee, I don’t know, to tell the truth. 

Mr. Rosinson. Did you inquire of Mr. Bernstein to get an auditor for you? 

Mr. O'HARA. He might have got this Samelson, I think his name was Mort 
Samelson. 

Mr. Roninson. He might have got this Samelson—who set up the books for 
you originally? 

Mr. O'Hara. What do you mean? I don’t get that 

Mr. Rosinson. When your company first started up, who did you eall in to get 
the books set up, the proper books? 

Mr. O'HARA. Oh, there was—I can’t think of the lawyer's name. I was trying 
to think of the lawyer’s name. I think it was O'Keefe. 
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Mr. Roginson. Do you remember his first name? 

Mr. O'Hara. Jimmy. 

Mr. Rosinson. Did you hire him? 

Mr. O’HarA. No, sir. 

Mr. Roprnson. Who hired him? 

Mr. O'HARA. I think it was Burns. 

Mr. Rosrinson, What Burns? 

Mr. O’HarRA. Andy; Andrew Burns. 

Mr. RoBinson. What was his position in the company? 

Mr. O'HARA. He Was president. 

Mr. Roprnson. Was he president the full time that the company was in exist- 
ence? 

Mr. O'HARA. No, sir. 

Mr. RoBINSON. Who preceded him as president? 

Mr. O'Hara, His dad. 

Mr. Rosinson. What was his name? 

Mr. O'HARA, Pat. 

Mr. Rosinson, Who were the other officers of the company ? 

Mr. O'HARA. There was his sister, Florence. 

Mr. RopiNson. What official position did she have? 

Mr. O'Hara. Vice president. 

Mr. Rosinson. Were you also treasurer of the company as well as being sec- 
retary ? 

Mr. O'HARA. I answered that, didn’t I? OrdidI? Yes, I was. 

Mr. Rosinson. Do you have any recollection of destroying the books yourself? 

Mr. O'HARA. No, sir. 

Mr. Rogrinson. Do you have any explanation of how they disappeared from 
the garage? 

Mr. O'HARA. No, sir. 

Mr. RoBinson. Who incorporated the Trans-American Publishing Co. ? 

Mr. O'Hara. What do you mean, who incorporated it? The lawyer? 

Mr. Ropinson. Who set it up? Were you one of the original incorporators? 

Mr. O'HARA. Yes. 

Mr. Rospinson, Who discussed it with you at first before you were incorporated? 

Mr. O'HARA. I refuse to answer that question on the ground that it may tend 
to incriminate me, 

The CHAIRMAN. You are directed to answer. You refuse to follow the direction 
of the chairman? 

Mr. O'Hara. Correct. 

Mr. Rorinson. How long have you known Patrick Burns? 

Mr. O'HARA. Oh, 10 years, I imagine. 

Mr. Rosinson. Do you recall when you first met him? 

Mr. O'Hara. No. 

Mr. Rogrnson, The occasion of your first meeting with him? 

Mr. O'HARA. No; no, sir. 

Mr. Ropinson. When was the company first set up? 

Mr. O'Hara. I can’t remember that. Like I say, 41 months ago, Mr. Robinson, 
is a long time to remember back. 

Mr. HA.iey. It is only 37 months. It was knocked out in November of 1947; 
37 months. You ought to remember it. 

Mr. O'HARA. You mean July. 

Mr. HALLEY. November. We have the record. 

Mr. O'Hara. If you have the records, you know then. 

Mr. Rostnson. Do you remember the month or year you were incorporated ? 

Mr. O'Hara. I think it was June of 1946. 

Mr. Ropinson. June of 1946? 

Mr. O'HARA. I believe so. 

Mr. Ropinson. Did you purchase stock in the corporation? 

Mr. O’HarA. That I refuse to answer on the ground it may tend to incrimin- 
ate me. 

The CHAIRMAN. You are ordered to answer. 

Mr. Roprnson. Did Patrick Burns purchase any stock in the corporation? 

Mr. O’HarA. That you will have to ask him. 

Mr. Roptnson. Do you know? 

Mr. O'HARA. I don’t know. 

Mr. Ropinson. You don’t know? 
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Mr. O'HARA. Well, I don’t Know whether he did or not. I think I had better 
refuse to answer that, too. 

Mr. Rospinson. How about Andy Burns, was he a stockholder in the company ? 

Mr. O'Hara. I refuse to answer that also. 

The CHAIRMAN, Mr. O'Hara, you are directed to answer those two questions, 
if you know. 

If you don’t know, you can simply say so. But if you do know, you are directed 
to answer. Do you still refuse to answer the questions? 

Mr. O'Hara. Well, I am trying to figure out about the stock. I just can’t 
remember. 

Mr. Ropinson. You know who the stockholders were, don’t you? 

Mr. O'Hara, One was Burns, and myself, and Burns. 

Mr. Roginson. Andy Burns and Patrick Burns and yourself? 

Mr. O’HarA. No; not Pat. 

Mr. RoBINSON. Pat didn’t have any stock? 

Mr. O'Hara. Florence, his daughter. 

Mr. Robinson. And Pat had no stock in the corporation? 

Mr. O'Hara. No, sir. 

Mr. RoprNson, Never did? 

Mr. O'Hara. Well, he might have at the beginning. There was some little 
trouble and I have kind of forgotten what it Was. 

Mr. Ropinson. What Was the nature of the business that Trans-American Pub- 
lishing Co. was engaged in? 

Mr. O'Hara. I refuse to answer that on the grounds it might tend to in- 
criminate me. 

The CHAIRMAN. You are ordered to answer. 

Do you still refuse? 

Mr. O'HARA. Yes. 

Mr. Ropinson. What were you doing prior to your job with Trans-American Co.? 

Mr. O'Hara, I don't think that is pertinent to this inquiry ; is it? 

The CHAIRMAN. It may be, Mr. O'Hara. I think it would be. So, we will 
ask you to answer what you did before you went with Trans-American. 

Mr. O'Hara. I just refuse to answer that. 

The CHAIRMAN, Well, you are ordered to answer it. 

Mr. CALLAGHAN. I want the record to show the refusal is predicated upon the 
ground that it not only tends to incriminate him, but also that the answer is not 
pertinent to the inquiry. 

The CHAIRMAN. Very well, sir. 

Mr. Rozinson. Do you know Tom Mooney? 

Mr. O'Hara. I did, sure. 

Mr. Rosinson. How long have you known him? How long did you know him? 

Mr. O'Hara. He is deceased. 

Mr. Ropinson. How long did you know him? 

Mr. O'Hara. I knew 25 or 30 years. 

Mr. Roginson. And you were associated in the business with him? 

Mr. O'Hara. I was organizer of the Moving Picture Operators Union, and he 
Was the business agent. 

Mr. Ropinson. Were you bis assistant? 

Mr. O'Hara. No, sir; I was an organizer. 

Mr. Ropinson. And he was the business agent? 

Mr. O'Hara. That is right. 

Mr. Ropinson. Did he assist you in any way in getting your position with the 
Trans-American Co.? 

Mr. O'Hara. He got assassinated in 1933. 

Mr. Rosinson. And—— 

Mr. O'Hara. 1934; I don’t know which. 

Mr. Rosinson. What was your salary with the Trans-American Co.? 

Mr. O'Hara. I think it was $125 a week. 

Mr. Rosrnson. And what were your duties? 

Mr. O'Hara. I was secretary-treasurer. 

Mr. Rosinson. Well, what did you do for your pay? 

Mr. O'Hara. I worked in the office. 

Mr. Rortnson. Where was the office? 

Mr. O'Hara. 330 North Wells. 

Mr. Roprnson. How many people did you have employed there? 

Mr. O'Hara. In the office? 

Mr. Rosinson. That is right. 
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Mr. O'Hara. One girl. 

Mr. Ropinson. Just one girl? 

Mr. O’Hara. That is right. 

Mr. Rogsrnson. And what was her job? 

Mr. O'Hara. She answered the telephone, took care of the books. 

Mr. Rosrnson. How big a room did you have for your office? 

Mr. O'Hara. Oh, a very small office. It was two offices. 

Mr. Rogpinson. Just a phone? 

Mr. O’Hara. I beg your pardon? 

Mr. Rosinson. Just one telephone in it? 

Mr. O'Hara. We had two phones. 

Mr. Roninson. And who else occupied the office besides this girl and yourself? 
Mr. O'Hara. Burns, Andrew. 

Mr. Rosinson. Was he there most of the time? 

Mr. O'Hara. Yes, sir. 

Mr. Rosrnson. And where was Pat most of the time? 

Mr. O'Hara. He was on the road. He was a road man. 

Mr. Roprinson. What is a road man? 

Mr. O'Hara. You will have to ask him that. 

Mr. Rosinson. Well, you were secretary of the company? 

Mr. O'Hara. That is right. 

Mr. Rogrnson. Didn't you know what the road man did in the company? 
Mr. O'HARA. Well, there are a lot of duties to perform that he had to perform. 
Mr. Rosrnson. Name some of them. 

Mr. O'Hara. Well, I don’t know. You will have to ask him that. I couldn’t 


answer it. 


Mr. Rogsrnson. You had two other people besides yourself who were officers of 


the company? 


Mr. O’Hara. Yes, sir. 

Mr. Ropinson. And you had one girl in the office? 

Mr. O’HarA. Yes, sir. 

Mr. Rostnson. Did you have any other road men? 

Mr. O'Hara. Not that I can remember. 

Mr. Rosinson. How many people did you employ in the company? 

Mr. O'Hara. I couldn’t remember that. 

Mr. Rosrnson. Was it 200? 

Mr. O'HARA. NO, sir. 

Mr. Rostnson. Was it five? 

Mr. O’HarA. Five? 

Mr. Roprnson, Yes. 

Mr. O'Hara. We had more than five, but I can’t remember how many we had. 
Mr. Roprnson. Didn‘t you sign the pay checks? 

Mr. O'Hara. Yes, sir. 

Mr. Rosrnson. You don’t know how many pay checks you signed every week? 
Mr. O'HARA. No, sir. 

Mr. Rosinson. Well, was it 50? Was it 10? You must have some recollection 


of it. 


Mr. O'Hara. I just can’t remember. We probably had a couple of dozen em- 


ployees. 


Mr. Roxsinson. That is all right, a couple of dozen. That would be about 24 


or 25? 


Mr. O’HarA. In that neighborhood. 

Mr. Ropinson. What did they go? 

Mr. O'Hara. They worked at the tracks. 

Mr. Rosrnson. What did they do at the tracks? 

Mr. O'Hara. I refuse to answer that on the grounds that it may incriminate me. 
The CHAIRMAN. You are ordered to answer. 

Mr. Rogtnson. Were they road men? 

Mr. O'Hara. I still refuse to answer. 

The CHAIRMAN. Mr. Counsel, may we have this understanding? If Mr. Robin- 


son or anyone asks a question which Mr. O'Hara refuses to answer, if I think it is 
an improper question, I will ask that it be withdrawn, but, if otherwise, can we 
have an understanding that where he refuses to answer, the record will show 
that the chairman directed him to answer, and that he still refused? 


Mr. CALLAGHAN. I think that may be a time saver. 


aor ==> 
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The CHAIRMAN. To Save going through the ceremony every time. Do you under- 
stand that, Mr. O’Hara? 

Mr. O'HARA, Yes, sir. 

The CHAIRMAN. That, if, unless the chairman asks the question be withdrawn, 
or tells you that you don’t have to answer, you will consider that I have directed 
you to answer that question, and that you still refuse to answer it? 

Mr. O'Hara. That is right. 

Mr. CALLAGHAN. So that I may not be repeatedly interjecting, may it be under- 
Stood to every question he is asked he refuses to answer on two grounds: On the 
ground that the answer might tend to incriminate him and on the ground that the 
answer is not pertinent to the inquiry? 

The CHAIRMAN. Well, we will have that understanding. 

Mr. Roprnson. You stated Pat Burns was a road man. Just what did a road 
man do? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Roginson. What was Pat Burns’ salary? 

Mr. O'Hara. That I don’t remember. 

Mr. Roprnson. Was it $500 a week? 

Mr. O'HARA. I said that I didn’t remember. 

Mr. Rosrnson. Well—— 

Mr. CALLAGHAN, I submit that is an answer. 

Mr. O'HARA. That is an answer, and I told you I don’t remember. 

Mr. Rosrnson. What was Florence Burns’ salary? 

Mr. O'Hara. I don’t remember her salary either. 

Mr. Rosrnson. And you don’t remember Andy Burns’ salary? 

Mr. O'HARA. That is right. 

Mr. Ropinson. Do you remember the salaries of any of the employees? 

Mr. O'HARA. No; I do not. That is a long while ago, as I stated before. 

Mr. Rosrnson. And you don’t know what a road man did? 

Mr. O'Hara. No, sir. 

The CHAIRMAN. I suppose a road man called on your customers. Is that what 
he went out on the road to do? 

Mr. O'Hara. I don’t know. 

Mr. Rosinson. Did you have any customers? 

Mr. O'Hara. I refuse to answer that. 

Mr. CALLAGHAN. Mr. Chairman, may I make my position clear so far as the 
objection that the questions are not pertinent to the inquiry? As I understand 
this resolution, the committee was created and functions to ascertain the extent to 
which the facilities of interstate commerce are being used by organized crime. 
I understand that deals with the present. And, it deals, too, with the hope of 
enacting some legislation, if that condition is found to exist. 

Now, this corporation has been defunct since 1947 and therefore questions that 
deal with its existence, and its operation, I believe, are not pertinent to this 
inquiry. 

Mr. Hatley. May I be heard on that, Mr. Chairman? 

The CHAIRMAN. Go ahead. 

Mr. HAtrey. In the first place, the operation of the Trans-American Corp. in 
1947 is not ancient history and it has a direct bearing on such testimony as the 
evidence that was placed before this committee just a few minutes ago about the 
participation of Accardo and Guzik in the S. & G. Service, of the S. & G. Syndicate 
of Miami, which was effected, according to this committee’s proof, as a result of 
a muscling job of other wire services in Miami. 

In the second place, as to whether or not this man’s activity at that time, or 
at the present, are criminal, his own statement in his answer that it would tend 
to incriminate him certainly is some evidence persuasive to me that the commit- 
tee is on the right track. 

I think he has no right to refuse to answer these questions, because criminally 
or not as his activities may be, there is no Federal immunity to this witness before 
a Senate committee that will help him refuse to answer, or privilege him to refuse 
to answer a question on which the only possible incrimination may be under the 
State law. 

I would like to say, Mr. Chairman, that we have the amazing situation here 
of Continental Press and its representatives in here today, and before this 
committee for some time, trying to persuade this committee that its operations 
are legal, legitimate, and proper, and putting up a beautiful facade of legality 
and propriety, and representatives of Trans-American Press coming in here at 
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the same time and saying that they engaged in the same business and may not 
answer questions because any answer would tend to incriminate them. 

Mr. CALLAGHAN. Mr. Chairman, I did not come here to make a speech. I only 
came here to make an objection. 

The CHAIRMAN. Yes, I know. Your objection is understood, and is noted, but, 
manifestly, in order to get the picture of the way crime or organized crime might 
use the facilities of interstate commerce, this inquiry is quite pertinent, and has 
a direct bearing on what we are trying to find out. So your objection is noted and 
we will continue with the examination. 

Mr. Ropinson. While you were secretary of the company were any loans made 
by the company? 

Mr. O'Hara. I refuse to answer that question. 

Mr. CALLAGHAN, May it be understood, Mr. Chairman, without repeating it, 
the answer, “I refuse to answer,” may include both of the things I have hereto- 
fore announced? 

The CHAIRMAN, That is right, and also that I have now directed him to answer 
and he refused to follow my direction. 

Mr. CALLAGHAN. Yes, sir. 

Mr. Rogrnson. Did Trans-American, while you were secretary, furnish what 
is commonly referred to as wire service to a company by the name of the R. & H. 
Publishing Co.? 

Mr. O'Hara. I refuse to answer that. 

Mr. Rospinson. Have you ever heard of the R. & H. Publishing Co.? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rosrnson. How many customers did the Trans-Ameriean Co. have? 

Mr. O'Hara. I answered that before. I refuse to answer. 

Mr. Rosinson. Do you know Hymie Levin? 

Mr. O’Hara. I refuse to answer that question. 

Mr. Roprnson. Do you know Phil Katz? 

Mr. O’HarA, I refuse to answer that question also, 

Mr. Rogsinson. Do you know Ray Jones? 

Mr. O'HARA. I repeat the same answer. 

Mr. Rospinson. Have you ever been associated in business with any of the 
three or either one of the three? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Roginson. Do you know Tony Accardo? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Roginson. Do you know Jack Guzik? 

Mr. O'Hara. I repeat the answer, the same. 

Mr. RostNson. Did you ever borrow money from Jack Guzik to help finance 
the Trans-American Co.? 

Mr. O'Hara. I repeat the same answer. 

Mr. Roprinson. Did you ever 

The CHAIRMAN. In other words, you refuse to answer, is that correct, Mr. 
O'Hara? 

Mr. O'Hara. That is right. 

The CHAIRMAN. You understand you are directed to answer these questions? 

Mr. O'Hara. Yes. 

Mr. Roprnson. As secretary of the company did you ever borrow for the com- 
pany money from any of the customers of the company? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rogrnson. Did you ever receive advances for service, for any service 
sold by Trans-American from your customers? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rogrnson. I don’t know whether I asked you this or not, Mr. O'Hara, but 
who first got you interested in the Trans-American Co.? 

Mr. O'Hara. Burns. 

Mr. Rorrnson. Patrick Burns? 

What discussion did you have with him at the time? 

Mr. O’HarA. Oh, I can’t remember that. 

Mr. Rogstnson. Do you"remember where the discussion took place? 

Mr. O'Hara. No, sir. 

Mr. Rogrnson. Did you have a customer by the name of Harmony? 

Mr. O'Hara. I refuse to answer that. 

Mr. Rortnson. Do you know Buster Wortman? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Roprnson. Do you know Harry Russell? 
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Mr. O'Hara. I refuse to answer that question. 

Mr. Rogrnson. Did Trans-American have any financial difficulties while it was 
operating? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rosinson. Did you resign from Trans-American? 

Mr. O'HARA. We went out of business. 

Mr. Ropinson. You did not resign before the company was dissolved? 

Mr. O'Hara. No, sir. 

Mr. Rosrnson. Where did you go to work after that? 

Mr. O'Hara. I refuse to answer that. 

Mr. Roginson. Do you know Bugsy Seigel? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rosrnson. Do you know John Scanlan? 

Mr. O'Hara. I refuse to answer that. 

Mr. Rosinson. Have you ever been associated in business with John Scanlan? 

Mr. O'Hara. I refuse to answer that. 

Mr. Rosinson. Do you know Dan Serritella? 

Mr. O'Hara. I refuse to answer that question. 

Mr. Rogsinson. Do you know James Ragen? 

Mr. O'Hara. I refuse to answer that. 

Mr. HALiey. Have you been threatened with violence? 

Mr. O'Hara. That is absurd. 

Mr. HaLiey. Has anybody tried to intimidate you in reference to your testi- 
mony before this committee? 

Mr. O'Hara. Absolutely no. 

Mr. HALLey. Are you just trying to help these crooks? 

Mr. O'Hara. I don’t know how 

Mr. CALLAGHAN. If the chairman please, I object to the witness receiving a 
scolding. If we are going to ask questions, I submit that questions should be 
asked. 

Mr. Hatiey. Are you trying to protect somebody ? 

Mr. O'Hara. No. 

Mr. HaLtitey. Why don’t you tell this committee who loaned money to Trans- 
American? 

Mr. CALLAGHAN. I submit the witness doesn’t have to answer that question 
as to why. He has answered that question. 

Mr. HALLEY. The committee is entitled to know his mental process. 

Mr. O'Hara. I answered it. 

Mr. Hatiey. I didn’t hear your answer. Would you mind repeating it? 

Mr. O'Hara. That I refused to testify. 

Mr. HaLiey. I say why are you not willing to tell this committee who loaned 
money to Trans-American. 

Mr. CALLAGHAN. The witness, if the chairman please—— 

The CHATRMAN. Let him make an objection. 

Mr. CALLAGHAN. The witness has said he refused to answer on the ground it 
might tend to incriminate him, and that it is not pertinent to this inquiry, and 
that is his answer to the question, Mr. Halley. 

The CHarrMAN. The question now is “Why?” 

Mr. CALLAGHAN. Why? That he refused to answer, that is his reason 

The CHAIRMAN. Why does he not want to tell us who loaned money to Trans- 
American? 

Mr. CALLAGHAN. The answer to the question is that it might tend to incrimi- 
nate him. 

The CHAIRMAN. All right, you have made your objection. Now, let’s ask the 
witness. Will you answer the question as to why you don’t want to tell the 
committee who loaned money to Trans-American? If you will say, tell us 
refuse to answer, just tell us you refuse to answer. 

Mr. O'Hara. I refuse to answer. 

Mr. Hatiey. Were you ever arrested? 

Mr. O'Hara. Beg pardon? 

Mr. Hatiey. Were you ever arrested? 

Mr. CALLAGHAN. I object. 

Mr. O'Hara. Why bring up 

Mr. CALLAGHAN. I object. 

Mr. O'Hara. What has that got to do with this inquiry? 

The CHAIRMAN. All right. You haven’t cooperated with the committee, Mr 
O’Hara, you haven't given us obvious information, even about who you know, 





; if you 
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and so we want to try to find out what kind of man you are. It is a very pertinent 
inquiry, so the objection will be overruled. 

The question is, have you ever been arrested? 

Mr. O’Hara. Well, I imagine you people know all these questions you ask me, 
the answers to them. 

The CHAIRMAN. Anyway, we are asking you, have you ever been arrested? 

Mr. O'HARA. Yes. 

Mr. HALLEY. Have you ever been convicted of a crime? 

Mr. O'Hara. No, sir. 

Mr. HALLEY. For what were you arrested 

Mr. O'HARA. I was arrested for—I refuse to answer that question. 

Mr. CALLAGHAN. If the chairman please, I submit that that is simply an im- 
proper question. This witness has said he has never been convicted of a crime, 
and that is all of the questions he is permitted. 

The CHAIRMAN. Counsel, we have the question of what he has been arrested 
for, and we will go into the details. 

Mr. CALLAGHAN, If this were a court the objection would be sustained to this 
question. 

The CHAIRMAN. I doubt if that is true, but this isn’t a court and your witness 
hasn't, with all due regard, shown very much of a spirit of cooperation, so we 
will go into any of these matters that we think are relevant. 

The question is, what were you arrested for? 

Mr. O'HARA. I refuse to answer that. 

Mr. HAttey. Have you ever had a legitimate business? 

Mr. O'Hara. Lots of them. 

Mr. Hattey. What was the last? 

Mr. O'HarA. What do you mean, in business for myself, or what? 

Mr. HAuLEy. Oh, a job. I will make the question, have you ever had a legiti- 
mate occupation? 

Mr. O'HarA. Yes, with labor organizations, a good number of years. 

Mr. Hattey. What organization and during what years? 

Mr. O'Hara. The musicians’ union and the moving-picture operators’ union. } 
I don’t remember what years. 

The CHAIRMAN. Has it been 10 years ago, 15 years ago? How long is it? 

Mr. O’HaraA. Oh, 10 years back, I believe. 

The CHAIRMAN. Have you had any in the last 10 years with any labor organ- 
izations? 

Mr. O’HaRA, No, sir: no connection. 

The CHAIRMAN, What were the names of the unions that you worked with? 

Mr. O'HarA. Musicians’ union and the moving-picture operators’ union. 

Mr. Hatitey. Have you had any legitimate occupation within the last 10 years? 

Mr. O’Hara, Oh, yes. 

Mr. HALLEY. What were they? 

Mr. O’HarA. Oh, I worked for Mr. Bidwell. 

Mr. HartLey. What business was that? 

Mr. O'HARA. Bentley-Murray Printing Co. 

Mr. HaLLey. What did the company print, what type of material? 

Mr. O'HARA. Printing all sorts of print. 

Mr. HAttey. Did they print any scratch sheets? 

Mr. O'Hara. I don’t know. 

Mr. Hatley. You don’t know? 

Mr. O'Hara. Not Bentley-Murray. 

Mr. Hairy. Did they have an affiliate or subsidiaries that printed seratch 
sheets? 

Mr. O'Hara. That I refuse to answer. 

Mr. Hattey. What other legitimate occupations have you had in the last 10 
years? 

Mr. O'HARA. I refuse to answer that. 

Mr. Hattey. On what grounds, sir? I am asking you about. your legitimate 
occupations 

Mr. O'HARA. Well, it may tend to incriminate me. 

Mr. CALLAGHAN. The chairman asked that we have an understanding that 
when there is an objection like the witness made, the objection would be truth- 
ful. First, that it might tend to incriminate—— 

The CHAIRMAN, We understand. 

Mr. CALLAGHAN. Iam simply advising Mr. Halley. 


ees 
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Mr. Hattey. It is obviously not pertinent when I am asking about a legitimate 
occupation. It is certainly not pertinent to say that it would tend to incriminate 
him to admit he had a legitimate occupation. 

Mr. CALLAGHAN. Nor is it pertinent to the inquiry or the resolution creating 
this committee. 

Mr. Hatiey. That can’t be told until we get the answer. Certainly legitimate 
occupations are relevant to the inquiry, and you well know it. 

Mr. HatLey. Now, what legitimate occupations have you had in the last 10 years 
in addition to working for Bidwell? 

Mr. O'Hara. I refuse to answer. 

Mr. HALtey. You understand the chairman directs you to answer? That is our 
understanding. 

Mr. O'Hara. Yes. 

Mr. HALLey. When were you born? 

Mr. O'HARA. 1895. 

Mr. HALLEY. In Illinois? 

Mr. O'HARA. Yes, 

Mr. HAuiey. Chicago? 

Mr. O’HArRa. Yes. 

Mr. HALLEy. You have lived there ever since? 

Mr. O'Hara. That is right. 

Mr. HAauLey. You have a family? 

Mr. O’Hara. Wife. 

Mr. HAuttey. Children? 

Mr. O'HARA. No; two Great Dane dogs. 

Mr. Hatley. And you have a house out in the country? 

Mr. O’HaArA. I have a little four-room house; yes. 

Mr. HALLEY. How long have you had it? 

Mr. O’HARA, About 9 years. 

Mr. HALLEY. You own it? 

Mr. O'Hara. Yes sir, my wife—it is in my wife’s name. 

Mr. Hauiey. That is your home? 

Mr. O’HaARA. Yes. 

Mr. HaLuey. A four-room house? 

Mr. O'Hara. Yes. 

Mr. HALLEY. A modest house? 

Mr. O'HARA. Very modest, that is right. 

Mr. HALLEY. Do you have any other homes? 

Mr. O'HARA. No, sir. 

Mr. HALLEY. You have worked for a living all your life, have you not? 

Mr. O'HARA. That is right. 

Mr. HALiey. Do you have any automobile? 

Mr. O'Hara. I don’t own none. My wife has. 

Mr. HaLtey. What kind? 

Mr. O’Hara. A 1949 Cadillac. 

Mr. HALLEY. Do you have a bank account? 

Mr. O'Hara. No, sir. 

Mr. HALLEY. Does your wife? 

Mr. O’Hara. No. 

Mr. HALLEY. Do you keep your cash at home? 

Mr. O’HaArRA. We don’t have much cash. 

Mr. HALtey. You don’t have much cash? 

Mr. O'HARA. No. 

Mr. HALLEY. What is your net worth? What would you say your assets are? 
I am just trying to find out, are you a man of any substantial wealth? 

Mr. O'HARA. No, I am not, I will tell you that. You people have got a wrong 
impression of me, that I am a very wealthy man. Iam just a little, small duck. 

Mr. HALLEY. Have you always been a little, small duck? 

Mr. O'Hara. That is right. 

Mr. HALLEY. That is just what we thought you would say. 

Mr. O’Hara. I am living very modestly and I asked Mr. Robinson to send one 
of his men out to my place to show him what I have got. 

Mr. HA.tey. I have no doubt you are living modestly. I am just trying to find 
out now who set you up in this Trans-American Corp. to be the front man? 

Mr. O'Hara. Front man? 

Mr. HAtiey. That is what you were, isn’t it? 

Mr. O'Hara, if that is what you call secretary and treasurer, 
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Mr. Hatley. When did you get the idea of going into the Trans-American 
business? 

Mr. O’Hara. I refuse to answer that. 

Mr. Hatiey. You won't want to talk about Trans-American at all? 

Mr. O'Hara. No. 

Mr. Hauuey. No further questions. 

The CHAIRMAN. Did you buy some stock in Trans-American, Mr. O'Hara? Did 
you own any stock in it? 

Mr. O'Hara. I refuse to answer that. 

The CHAIRMAN. Well, did you put up any money for your interest? 

Mr. O'Hara. I refuse to answer. 

The CHAIRMAN. Well, did anybody put up any money for you? 

Mr. O'Hara. I refuse to answer that. 

The CHAIRMAN. Well, I don’t think we are getting anywhere. All right, Mr. 
Robinson. 

Mr. Rogrnson. Have you ever had any business with the White Way Sign Co.? 

Mr. O’HArRA. No, sir. 

Mr. Rostnson. Do you know who owns the company? 

Mr. O'Hara. Yes. 

Mr. Rospinson. Who? 

Mr. O’Hara. Mr. Flannery. 

Mr. Rostnson. Mr. who? 

Mr. O'HARA. Tom Flannery. 

Mr. Roginson. What is that business? 

Mr. O’Hara. Well, they maintain signs, and manufacture them. 

Mr. Rogrnson. Did you have any dealings with them as a union representative? 

Mr. O'Hara. As a union representative? 

Mr. Rogwrnson. Yes. 

Mr. O'Hara. No, sir. 

Mr. Ropwinson. Never at any time? 

Mr. O'Hara. No. I was and still am very friendly with Mr. Flannery. When 
he first started out I helped him get some work through my association with the 
union, and he was dealing mostly in theater sign work, and I helped him get 
some work. That is all. 

Mr. Rostnson. How did you help him get the work? 

Mr. O'Hara. It was on a competitive basis, and when he was dealing with 
other firms for their contracts, and if it was pretty close, why, through our 
association he would be favored sometimes with work. 

Mr. Rosinson. You were representing the union at the time? 

Mr. O'Hara, That is right. 

Mr. Rostnson. And are there any competitors of the White Way Sign Co. at 
the present time doing business here? 

Mr. O'Hara. That I wouldn't know. 

Mr. Roptnson. You don’t know anything about that? 

Mr. O'Hara. No, I haven’t seen Mr. Flannery in, oh, a year. 

Mr. Roptnson. How many years? 

Mr. O’HarRA. A year. 

Mr. Ropinson. A year? 

Mr. O'HARA. Yes—yes, I did, I seen him at his son’s wedding this summer 
sometime. 

Mr. Rostnson. At the time you were helping him there was a considerable 
amount of competition in the business, then? 

Mr. O’Hara. No. 

Mr. Rospinson. Wasn’t there? 

Mr. O'Hara. No; not too much. 

Mr. Rosinson. Well, who were his competitors? 

Mr. O'Hara. I can’t remember the names. 

Mr. Rogrnson. Mr. Wagner? 

Mr. OHarA. That could be one. 

Mr. Roprnson. He was one? 

Mr. O'HARA. Yes. 

Mr. Rogtnson. Is he any longer in business? 

Mr. O'HARA. That I wouldn’t know. 

Mr. Roptnson. And how would you help him in his competition with these 
other people doing the same business? 

Mr. O'Hara. Well, I can’t remember that. 
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Mr. Ropstnson. But the help you did give to him was because of your con- 
mections? 

Mr. O'Hara. No, just friendship, one hand washes the other, or in those days 
it did. I don’t know. 

Mr. Ropinson. Do you know Paul DeLucia? 

Mr. O’HARA. Who? 

Mr. Rosrnson. Do you know Paul DeLucia? 

Mr. O'Hara. Paul DeLucia? 

Mr. Rostnson. Or Paul Ricca? 

Mr. O’Hara. I refuse to answer that. 

Mr. Rogtnson. Do you know Louis Campagna? 

Mr. O'Hara. The same answer. 

Mr. Ropinson. Charles Gioe? 

Mr. O'Hara. Gioe? 

Mr. Ropinson. Yes. 

Mr. O’Hara. I refuse to answer that. I don’t—— 

The CHAIRMAN. All right. I don’t think we will get any place here. 

Mr. O’Hara, you will remain under subpena, subject to further call by the 
committee. We feel we can notify vou, Mr. Callaghan, when we want him back? 

Mr. CALLAGHAN. Yes, sir; but this man lives in a very difficult place to get 
communication to. I would like to have at least 24 hours’ notice. 

Mr. O’HArRA. I don’t even have a phone out there. 

Mr. CALLAGHAN. He is way out in the country. 

The CHAIRMAN. We won't want you again in this hearing, unless something 
else develops. 

Mr. Roprnson. You don’t have a phone? 

Mr. O’HaRa. NO, sir. 

Mr. Ropinson. No phone at all? 

Mr. O'HARA. No. 

The CHAIRMAN, I think we will have to advise you that the subcommittee will 
recommend to the whole committee that we have no alternative other than to 
ask that contempt citations may be made against you. 

I am sorry that is true, but that is the situation. Thank you, sir. 

(Witness excused.) 

Mr. O’HarA. Thank you, gentlemen. I wish you all a very Merry Christmas 
and a Happy New Year. 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with 
reference to the contempts committed by Ralph J. O'Hara: 

DECEMBER 18, 1950. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Ralph J. 
O’Hara (S. Res. 117): 

I have examined the record of the testimony of Ralph O'Hara, and it is my 
opinion, which has previously been conveyed to the committee, that the refusal 
by Ralph O’Hara to answer questions was contemptuous of the United States 
Senate, and its Special Committee to Investigate Organized Crime in Interstate 
Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. In 
those instances where the witness asserted a claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might in 
criminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
Claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 

Rupotpey Hatrrey, Chief Counsel. 
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Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 118] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States Senate 
by Senate Resolution 202, Eighty-first Congress, second session, had 
before it John Croft under a warrant issued by the President of the 
Senate pursuant to Senate Resolution 65, Eighty-second Congress, first 
session. Pursuant to the provisions of Senate Resolution 65, Eighty- 
second Congress, first session, John Croft was brought before the com- 
mittee on March 29, 1951, room 248, Senate Office Building, Wash- 
ington, D. C., then and there to testify touching matters of inquiry 
committed to said committee and not to depart without leave of said 
committee. 

The said John Croft under custody pursuant to Senate Resolution 
65, Eighty-second Congress, first session, appeared before the said com- 
mittee to give such testimony as required by virtue of Senate Resolu- 
tion 202, Eighty-first Congress, second session. John Croft having 
appeared as a witness and having been asked questions, which ques- 
tions were pertinent to the subject matter under inquiry, made answers 
as appeared in the record of the hearings on March 29, at Washington, 
D. C., which record is annexed hereto and made a part hereof and 
designated “annex I.” 

As a result of said John Croft’s refusal to answer the questions pur- 
suant to the said inquiry, as appears in the record annexed, consisting 
of pertinent excerpts from the testimony of that day, the committee 
was prevented from receiving testimony and evidence concerning the 
matter committed to said committee. 

The committee was therefore deprived of answers to questions pur 
suant to the committee’s inquiry propounded to John Croft pertinent 
to the subject matter which under Senate Resolution 202, Eighty-first 
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Congress, second session, the said committee was instructed to investi- 
gate, and the refusal of the witness to answer questions as set forth 
in annex I, is a violation of the provisions set forth in Senate Resolu- 
tion 65 which provides that the witness was to be taken into custody 
and may not be discharged without giving testimony to the com- 
mittee, and his persistent ~and illegal refusal to answer the aforesaid 
questions deprived the committee of necessary and pertinent testi- 
mony and places this witness in contempt of the United States Senate. 
The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by provisions of Senate Resolution 
202, and was duly authorized as appears in the resolution set forth 
below, whereby the chairman of the committee was empowered to 
designate a subcommittee of one to hear testimony concerning Cleve- 
land, Ohio, with which area the witness John Croft is associated. 


JANUARY 3, 1951. 
SPECIAL COMMITTEE TO INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


Resolved, That the chairman of this committee be and hereby is authorized at 
his discretion to appoint one or more subcommittees of one or more Senators, 
of whom one member shall be a quorum for the purpose of taking testimony and 
all other committee acts, to hold hearings at such time and places as the chair- 
man might designate, in furtherance of the committee’s investigations of organ- 
ized crime, in the vicinities of the cities of Cleveland, Ohio, and Detroit, Mich. 

Estes Kerauver, Chairman. 
ALEXANDER WILEY, 
Lester ©. Hunt. 


In accordance with the resolution set forth above, the chairman 
designated Senator O’Conor as a subcommittee of one to hear testi- 
mony of John Croft. 


SpecrAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, MARCH 29, 1951 


The committee met at 2 p. m., March 29, in room P-86 in the Capitol. There 
were present Senators Kefauver, Wiley, Hunt, Tobey, and O’Conor. Upon the 
motion of Senator O’Conor, duly seconded by Senator Tobey, the committee voted 
to recommend to the Senate that John Croft be cited for contempt by reason of 
his failure to answer questions pertinent to the committee’s inquiry on March 
29, 1951. 

The motion was unanimously carried. 

Estes Keravver, Chairman, 





ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE SPECIAL COMMITTEE TO INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Thursday, March 29, 1951. 

The subcommittee met, pursuant to call, at 10:45 a. m., in room 248, Senate 
Office Building, Senator Herbert R. O’Conor presiding. 

Present: Senator O'Conor (presiding). 

Also present: Joseph L. Nellis, associate counsel. 

Senator O'Conor. The committee will come to order, please. 

I might say, just in calling the executive hearing to order, that by resolution 
of the committee, the entire committee, I have been designated as a subcom- 
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mittee of one to conduct this executive hearing, and the proper resolution will 
be incorporated in the record. 

Mr. Neus. Yes, Mr. Chairman, and that you are also acting as a quorum for 
the taking of testimony. 

Senator O'Conor. Yes, the resolution itself indicates that one of the members 
of the subcommittee shall constitute a quorum. 

Now, may I, for the record, just ask your full name 

Mr. Crorr. John Croft. 

Senator O'Conor. And your address, sir? 

Mr. Crorr. Green Acres, Cincinnati, Ohio. 

Senator O'Conor. Counsel, just for the record, may I ask your name? 

Mr. Forp. My name is Charles FE. Ford. My office address is the Columbian 
Building, 416 Fifth Street NW., Washington, D. C. 

Tama member of the bar of the district court of the United States, the court 
of appeals, and the Supreme Court of the United States, and [ am in actual 
practice as of this time. 

Senator O'Conor. Mr. Ford, you are counsel for Mr. Croft? 

Mr. Forp. Yes, and I am attorney for John Croft, the witness. 

Senator O’Conor. We are very glad to have you with us 

Mr. Croft, will you raise your right hand and be sworn. 

Do you solemnly swear to tell the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Crorr. I do. 

Senator O’Conor. ALr. Nellis, will you proceed with your interrogation, please. 


TESTIMONY OF JOHN CROFT; ACCOMPANIED BY CHARLES E. Forp, ATTORNEY 


Mr. NELLIs. Mr. Croft, where have you been since approximately the end 
of December 1950 to the present time? 

Mr. Crorr. I went to Miami. How I remember this is that my wife’s birth- 
day is the 13th of December, I think, living all that time at S620 Byron Avenue. 

Mr. Newuis. At Miami? 

Mr. Crorr. At Miami Beach, Fla. 

Mr. Nevius. And did it come to your attention that this committee was seek 
ing your testimony in the city of Cleveland? 

Mr. Crorr,. Did it? 

Mr, NELLIS. Yes. 

Mr. Crorr. Yes. 

Mr. Nevius. And it came to your attention, I take it, through the public 
media of communication? 

Mr. Crorr. Yes, sir. 

Mr. NeELUIsS. Why did you not go to the nearest United States marshal’s 
otfice and offer yourself for service? 

Mr. Crorr. Well, I thought if they wanted me, they know where to find me. 
I was not being evasive. Everything that I had done, I was aboveboard with 
it. I was not served with a subpena. 

Mr. NEuLLIs. I think the record should show, Mr. Chairman, that the 

Senator O’Conor. Excuse me, but I do think Mr. Croft should be able to 
continue his answer to complete it. 

Mr. Newuis. I beg your pardon, Senator. 

Mr. Forp. Continue. 

Senator O'’Conor. Did vou have anything further in your answer? 

Mr. Crorr. There is nothing, only as I talked with my wife about it, we did 
not try to evade anything. I figured that if they wanted me, they knew where 
to find me. I had stayed at the hotel there first under my name, my right name, 
and when I left there | left a forwarding address at the apartment I went to, 
and I had the newspapers at home sent to me from that address. 

Senator O’Conor. All right, Counsel. 

Mr. NELLIs. Yes. 

Senator O'Conor. I believe vou had started to say something 

Mr. NELUIs. Yes. I wanted the record to show, and I am sorry for the inte 
ruption, that the testimony of this witness was sought in northern Kentucky, 
Ohio, and Florida. 

We had information from the United States marshal’s office that Mr. Croft 
was alleged to be in Mexico. 

We sought his testimony in at least six States, and the returns, which I will 
put in the record at this time officially with your permission, Mr. Chairman, 
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show the status of the inability of this committee to serve a subpena upon this 
witness. 

Senator O’Conor. You might just note what they are in the record. 

Mr. Newuts. Yes. I wanted to identify this as being a return of January 10, 
1951, by Deputy Marshal Clark of the office of H. K. Claypool, United States 
marshal, and it stated the following on January 10: 

“Unable to locate the within-named John Croft, a diligent search having 
been conducted, and this subpena is being returned unexecuted as said John 
Croft is not found in this jurisdiction.” 

Senator O’Conor. In what district was that? 

Mr. Netiis. That was in the northern district of Ohio. 

Senator O’Conor. That may be made a part of the record. 

(The return of the United States marshal referred to will be found in the 
files of the special subcommittee. ) 

Mr. NELLIs. I might also say, in addition to this material, Mr. Ford, that 
information reaching the committee at Cleveland was to the effect that Mr. Croft 
had left the country. 

Now, I wish to ask you the direct question—— 

Mr. Forp. Well, I will wait until you have completed your question. 

Mr. NELLIS. Have you been outside the United States since the end of Decem- 
ber 1950? 

Mr. Crort. Have I been outside the United States? 

Mr. NEtLIs. Yes. 

Mr. Crorr. Yes; I went to the Biminis and fished. 

Mr. NELLIS. Where is that, sir? 

Mr. Crort. The Biminis is in the Bahamas, 20 or 25 miles by plane off Miami. 

Mr. NELLIS. On what date was that? 

Mr. CrorT. Well, you are asking me something, I cannot tell you the exact date. 

Mr. NELLIS, Well, approximately. Was it early in January of this year? 

Mr. Crorr. I was there days. 

Mr. Forp. Keep your voice up. The reporter must get what you are saying. 

Mr. Crort. I was there 3 days, about 3 days. 

Mr. NELLIs. Well, approximately when was it? 

Mr. Crort, All right, let us say the last of January. 

Mr. NELLIS. The last of January? 

Mr. Forp. By the way, at this point he called my attention to the fact that 
he wanted to say something else in answer to your question about something. 

Mr. NELLIS. Proceed, please. 

Mr. Crorr. Well, there is surgeon in Miami, whom I know socially in Cincinnati. 
When he went back home to tend to some business there, I said to him, “When 
you go back, there was some publicity in the papers, go in and see the news- 
papers.” I said, “Don’t go out of your way, but see Joe Garrison and Nixon . 
Denton, and you let them know where I am at, and let them know I am not 
evading anything.” 

The night after he went I got a call that he had been in there, and I understand 
that there was some very favorable newspaper articles, some very favorable 
newspaper publicity, to the effect that John Croft is not evading, but in fact 
John Croft’s wife was seen on a boat with some nice people. 

Mr. NELLIs. In any event, you did not offer yourself for testimony on the 17th 
of January in the city of Cleveland, Ohio. 

Mr. Crorr. Let me say this, I went—— 

Mr. NELLIS. Just answer the question, and then you can make any explanation 
you wish. 

Mr. Crort. No. 

Mr. NeELuIs. You did not offer yourself for testimony ? 

Mr. Crorr. No. 

Mr. Neus. Although you testified that it came to your attention that you 
knew you were being sought; is that right? 

Mr. Crorr. That is right. 

Mr. Nevis. And it suited your own convenience to remain silent ; is that right? 

Mr, Crorr. Well, I don’t know whether that is just the right way to answer 
that question. To suit my own convenience? You mean I did not want to— 

Mr. NELLIS. You never made any volunteer appearance? 

Mr. Crort. No. 

Mr. Neus. You never attempted to get in touch with the committee for the 
purposes of service? 

Mr. Crorr. No. 
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Mr. NEtuis. You were arrested by the Sergeant at Arms of the United States 


Senate and brought here? 

Mr. Crorr. I was arrested by the Federal Bureau of Investigation. 

Mr. NE.Luis. But you know that was through the efforts of the Sergeant at 
Arms of the United States Senate? 

Mr. Crort. Yes. 

Mr. Nevis. And it was that arrest which brought you before this committee; 
is that right? 

Mr. Crortr. Yes, that is right. 

Mr. NELLIS. Now, Mr. Croft—— 

Senator O’Conor. Pardon me, Counsel, put are you through with that one 
phase of it? 

Mr. Neus. Yes. 

Senator O'Conor. I have one question, Mr. Croft. 

Mr. Croft, you made mention of the fact that you had advised a process 
server- 

Mr. Crort. A process server? No. 

Senator O’Conor. Who was it? 

Mr. Crorr. I sent word back to the newspapers to Cincinnati by a surgeon. 
and I told him to tell them, and he said that Mr. Croft was at 8620 Byron, his 
phone number is there, he lives there with his wife. 

Senator O’Conor. And that was a surgeon, you say? 

Mr. Crorr. A surgeon, a doctor. 

Senator O’Conor. You suggested that he go to the newspapers? 

Mr. Crort. Yes, which he did. 

Senator O’Conor. What newspapers? 

Mr. Crorr. Well, the Times-Star, and the Post. I don’t know who Nixon 
Denton is with. I would say the Times-Star and the Post. 

Senator O’Conor. And the both are in—— 

Mr. Crorr. In Cincinnati. 

Senator O’Conor. All right, Mr. Nellis. 

Mr. NEL.Is. I might say for the record merely this, such information was 
never communicated to the committee or the staff. 

Mr. Crorr. Well, Jerry Hurder, I don’t know what paper he is with, and Nixon 
Denton, and Joe Garrison knew about it. 


Mr. NELLIS. Have you ever been arrested, Mr. Croft? 
Mr. Crorr. Have I ever been arrested? 
Mr. Nets. There is no need for you to repeat the question each time. Just 


answer the question. 

Mr. Crorr. For minor charges. 

Mr. NELLIS. Let’s start with the first. When was your first arrest? 

Mr. Crorr. I cannot remember. 

Mr. Netuis. Was it during the bootlegging era? 

Mr. Crorr. No, I have never been a—wait a minute, during the bootlegging 
era? I just cannot remember. 

Mr. NELLIS. There was an arrest, wasn’t there? 

Mr. Crort. There was an arrest. 

Mr. NEtuis. And it had something to do with liquor, didn’t it? 

Mr. Crorr. Yes. 

Mr. NELLIS. Do you remember the instance? 

Mr. Crort. No, I don’t recall the incident. 

Mr. NeEtiis. Were you buying or selling liquor? 

Mr. Crorr. This was a long time ago. (Conferring with counsel.) 

Well, I refuse to answer on the ground that it may tend to incriminate me. 

Mr. Forp. He means, the question as to buying and selling liquor, he does not 
mean about the conviction. 

Mr. NELLIS. On what grounds? 

Mr. Crorr. On the ground that it might incriminate me. 

Mr. Netuis. Of what offense? 

Mr. Crorr. Of what offense? 

Mr. NELLIs. Yes. 

Mr. Crort. I talked to Mr. Ford this morning, and he told me so many things 
that it can come under. Conspiracy, Federal conspiracy. 

Mr. NELLIS. Continuing conspiracy ? 

Mr. Crorr. Continuing conspiracy. 

Mr. Nevis. You know that the statute of limitations has obviously run on any 
offense you may have committed before the repeal of prohibition, do you not? 
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Mr. Crorr. I still refuse to answer. 

Mr. Newuis. Mr. Chairman, I respectfully request that the Chair direct the 
witness to answer the question. 

Senator O’Conor. Yes. I will so direct you, and it is understood that he has 
refused to answer. I don’t want to repeat it unnecessarily each time. 

Mr. Forp. I wonder if you would state the understanding in the record, in 
order to save repeating it, that when he does refuse to answer the basis of his 
refusal, and the committee has directed him, after he refuses to answer; then if 
he still refuses to answer the record will show that. 

Senator O’Conor. We may have that understanding. 

Mr. NELLIS. Were you arrested subsequent to this arrest? 

Mr. Crorr. Subsequent? 

Mr. NeLuis. Yes; later. 

Mr. Crorr. Later; yes. 

Mr. Forp. Now wait for the next question, because each question stands by 
itself. 

Mr. NELLIS. You were arrested ? 

Mr. Crorr. Yes. 

Mr. Neviis. Do you remember what year that was? 

Mr. Crorr. What year it was? 

Mr. NEwLuIs. Yes. 

Mr. Crorr. This year. 

Mr. NELLIs. Just this year? 

Mr. Crort. Yes. 

Mr. NeELuIs. What was the charge? 

Mr. Crorr. What was the charge? 

Mr. NeE.Luis. Yes. 

Mr. Crorr. I refuse to answer that question. 

Mr. Nevis. You refuse to answer what charge you were arrested on, even 
though it is a matter of public record? 

Mr. Forp. May I consult with the witness? 

Mr. NELLIS. Surely, why don’t you? 

(Conference between counsel and witness. ) 

Mr. Forp. May he be permitted to answer what the charge was? 

Mr. NeELiis. Surely; that is the question. 

Mr. Crorr. Now, you are asking me what the charge was? 

Mr. NeLiis. What were you arrested for? 

Mr. Crorr. Gambling. 

Mr. NeELuIs. Gambling? 

Mr. Crort. Yes. 

Mr. NeELLIs. In what jurisdiction? 

Mr. Crorr. What jurisdiction? 

Mr. Nevius. Yes. Mr. Croft, | think you are just cluttering up the record by 
repeating my question each time. 

Mr. Crorr. Oh, I did not know I was doing that. Newport. 

Mr. Nevis. Just answer; you don’t need to repeat every question. 

Senator O’Conor. Was that Newport? 

Mr. Crorr. Kentucky. 

Senator O'Conor. N-e-w-p-o-r-t? 

Mr. Crorr. That is right. 

Mr. NELLIS. It was for gambling; is that right? 

Mr. Crorr. That is right. 

Mr. Nevuts. Did that have anything to do with the clubs in which you were 
a partner? 

Mr. Crorr. IT refuse to.answer that on the ground it may tend to incriminate me. 

Mr. NELLIs. Of what offense, Mr. Croft? 

Mr. Crorr. Well 

Mr. Forp. May I consult with the witness? 

Mr. Neus. Yes, surely. 

Senator O'Conor. Yes. 

(There was a conference between counsel and witness. ) 

Mr. Foro. The witness is ready to answer the question. You asked him as 
to what the offense was? 

Mr. Newuis. Yes. Of what offense? 

Mr. Crorr. I refuse to answer on the ground it may incriminate me, and then 
you say “Why?” 

Mr. NELLIS. Yes. 

Mr. Crorr. Of a Federal conspiracy that may come from that. 
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Mr. NELLIS. Was the arrest on a State gambling charge? 

Mr. Crorr. The income-tax angle may come up. 

Mr. NELLIS. But was the arrest on a State gambling charge, violation of the 
statutes of the State of Kentucky? 

Mr. Crorr. Yes. 

Mr. NELLIS. It was, was it not? 

Mr. Crorr. May I say something, Senator? 

Senator O'Conor. Go ahead. 

Mr. Crorr. Without even consulting Charlie, you are asking me things that 
I don’t want to give the wrong answer to, and when you say a State charge, ves, 
it would naturally be a State charge. 

Mr. Nevuis. You don't know of any Federal crime of gambling? 

Mr. Crort. It is the tax. 

Mr. Nevius. In other words, your privilege is asserted, am I correct, on the 
ground that an arrest for a State gambling charge may in some way incriminate 
you? 

Mr. Crorr. No 

Mr. Forp. Wait, listen for the complete question 

Mr. Nevius. That it may in some way incriminate you under a Federal offense ; 
is that the basis of your refusal to answer? 

Mr. Crorr. Yes. 

Mr. Forp. He was going to name another Federal offense. He 
What is the third one? 

Mr. Crort. Leaving from one State to another. 

Mr. Forp. In order to avoid a State prosecution; it becomes a Federal offense 
if you violate a State law and you leave that jurisdiction and go to another, and 
by the going thare you have committed a Federal offense. 

Mr. Nevis. First of all, were you convicted on that offense? 

Mr. Crorr. Was I convicted? No. 

Mr. Nevis. You were not convicted? 

Mr. Crorr. No. 

Senator O’Conor. Has it been tried yet? 

Mr. Crorr. It was tried. 

Senator O'Conor. What was the outcome? 

Mr. Crorr. It was thrown out. 

Mr. Newiis. Have you been arrested on any occasions between the 

Mr. Crorr. Pardon me just a minute again. I want to say something else in 
connection with that. 

Senator O’Conor. All right. 

(Witness confers with attorney.) 

Mr. Forp. The witness would like to stand on what he said, but add to it, as 
to another offense he was charged with at the same time 

Mr. Crorr. There was a charge of resisting an officer 

Mr. NELUIs. What vear was that? 

Mr. Crorr. That was at the same time that this other came up. 

Mr. Neiiis. What were the circumstances 7 

(Witness confers with attorney.) 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. You refuse to answer under what circumstances you were charged 
With resisting the officer? 

Mr. Forp. That is as to the circumstances. If you want to go off the record, 
I am sure you will agree with me when TI tell you the circumstances 

Mr. Nevius. Mr. Chairman, I prefer to stay on the record. 

Mr. Forp. O. K. Excuse me. 

Senator O’'Conor. Yes. 

I will ask this, which is just a matter of record, and it does not go to the 
point you have in mind: 

Was the charge of resisting an officer actually brought to trial and coneluded? 

Mr. Crorr. I pled guilty to that. 

Senator O’Conor. Off the record. 

(Discussion off the record.) 

Senator O’Conor, On the record, Will you read the last question, please? 

(Record read by the reporter. ) 

Senator O'Conor. Having pled guilty to the charge, what then was done by 
the court? 

Mr. Crorr. The court? 

Senator O'Conor. Yes. 


fave vou two, 
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Mr. Crorr. When I pled guilty to the charge of resisting, I was fined. 

Senator O’Conor. Fined what; do you remember? 

Mr. Crorr. I cannot remember, I just cannot remember. 

Senator O’Conor, Well, I mean— 

Mr. Crort. I don’t know whether it was $250 or—— 

Mr. Forp. Well, give us your best recollection. 

Senator O’Conor, Yes, to the best of your recollection. 

Mr. Crorr. $250, I think. 

Senator O’Conor. All right. 

Mr. Forp. The other question was about the circumstances. 

Mr. NELLIs. I asked what were the circumstances of that arrest. 

Mr. Crorr (conferring with counsel). I refuse to answer. 

Mr. Ne.uis. On the same ground? 

Mr. Crorr. On the same ground. 

Mr. NELuis. All right. 

Senator O’Conor. And it will be understood that he is instructed to answer, 
and still refuses. 

Mr. Forp. Yes. 

Senator O’Conor. All right, Mr. Nellis. 

Mr. NELiIs. Now, Mr. Croft, have there been any other arrests or convictions 
in the last 25 years? 

Mr. Crorr, You brought up the first one, it was bootlegging? 

Mr. Neus. That is right. 

Mr. Crorr. That and this is the only time. 

Mr. Netuis. Those are the only two arrests? 

Mr. Crorr. May I talk with my attorney? 

Senator O'Conor. Yes. 

Mr. Crorr (conferring with attorney.) Yes. 

Mr. Netiuis. There have been other arrests; isn’t that right? 

Mr. Crorr. Yes. 

Mr. NELLIS. Just briefly, what was that about? I want that on the record, 
that you admit knowing it. 

Mr. Crorr. That was a gambling charge. 

Mr. NeEwuis. Another gambling charge, also in northern Kentucky? 

Mr. Crorr, No, this was in Ohio, Cleveland, Ohio. 

Senator O’Conor. And when was that, to the best of your knowledge? 

Mr. Crorr. I was just a young fellow; that has been 25 years ago, 

Senator O’Conor. More than 20 years ago? 

Mr. Crorr. Oh, yes. 

Mr. NELLIs. You originally came from Cleveland to the area around Cincin- 
nati; isn’t that right? 

Mr. Crorr. That is right. 

Mr. Nevius. Did you know Morris Kleinman and Louis Rothkopf and Thomas 
J. McGinty in those days in Cleveland? 

Mr. Crorr. I refuse to answer that question. 

Mr. Nevius. Did you know Samuel Tucker in those days in Cleveland? 

Mr. Crorr. I refuse to answer that question. 

Mr. Newuis. Did you know Moe Dalitz, alias Davis? 

Mr. Crorr. I refuse to answer. 

Mr. Newuis. Did you know Charles Polizzi? 

Mr. Crorr. I refuse to answer. 

Mr. Nevius, Did you know James Brink, or do you know James Brink? 

Mr. Crorr, I refuse to answer that question. 

Mr. NELLs. Is it not a fact that your principal line of business for the past 
20 vears has been the gambling business? 

Mr. Crorr. I refuse to answer that question. 

Mr. NE..ts. Is it not a fact that you are presently a partner in an enterprise 
called Beverly Hills Country Club at Southgate, Ky.? 

Mr. Crorr. I refuse to answer. 

Mr. Nevuis Allow me to continue the question before you refuse. 

Mr. Crort. I am sorry. 

Mr. Newuts. And is it not a fact that you are presently a partner with the 
Cleveland gambling syndicate and others, in an establishment called the York- 
shire Club at Newport, Ky.? 

Mr. Crort. I refuse to answer that question. 

Mr. Ne.tuis. How many other gambling clubs or casinos or ventures have 
you been engaged in in the last 20 years? 

Mr. Crorr. I refuse to answer that question 
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Mr. NELLIS. What other illegal businesses have you been engaged in in the 
last 20 years? 

Mr. Crorr. I did not get your question. 

Mr. NELLIS. What other illegal business besides the gambling business have 
you been engaged in? 

Senator O’Conor. If any 

Mr. NELLIs. If any. 

Mr. Crorr. I refuse to answer. 

Senator O’Conor. Would you mind bringing in that matter of 20 years In 
regard to any other gambling operation, I mean, in regard to the questions, as 
to how long it has been’? 

Mr. Nevius. Yes, Mr. Chairman, I am coming to these ventures specifically. 

Senator O'Conor. All right. 

Mr. NELLIS. Have you had any legitimate occupation at all in the last 5 years? 

Mr. Crorr. I refuse to answer that question. 

Mr. NELLIS. You refuse to answer about legitimate occupation? 

Mr. Crorr (conferring with counsel). Yes; I refuse to answer that question. 

Mr. NELLIS. Have you ever had any legitimate occupation? 

Mr. Crorr. I refuse to answer that question. 

Mr. NELLIS. Are you uot in fact now a partner in the Beverly Hills Country 
Club? 

Mr. Crorr. I refuse to answer that question. 

Mr. NeEvuis. Are you not a partner now in the Yorkshire Club? 

Mr. Crorr. I refuse to answer. 

Mr. Nevuis. Are you a partner in the Latin Quarter? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIs. Are you a partner in the Flamingo Club? 

Mr. Crort. I refuse to answer. 

Senator O’Conor. Where are they located? 

Mr. Crorr. These are all clubs in northern Kentucky, in the counties of Kenton 
and Campbell. 

Mr. Netuis. Do you know George Gugil. chief of police at Newport? 

Mr. NELLIS. Have you ever given him any sums of money for any reason 
whatsoever, directly or indirectly? 

Mr. Crorr. I refuse to answer. 


Mr. NeELuis. Do you know Thomas Fitzpatrick, ex-sheriff? 
Mr. Crorr. 1 refuse to answer. 
Mr. NELLIS. Have you ever given him any sort of money? 


Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Do you know the present sheriff of Kenton County? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Have you ever made any political contributions of any type? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Have you ever made contributions to the campaigns of law- 
enforcement officers? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Have you ever bribed or corrupted any law-enforcement answer? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Do you know Red Masterson? 

Mr. Crorr. I refuse to answer. 

Mr. Nevis. Is he not a partner of yours? 

Mr. Crorr. I refuse to answer. 

Mr. NELLIS. Under what circumstances did the Cleveland gambling syndicate 
come to northern Kentucky? 

Mr. Crorr. I refuse to answer. 

Mr. Nevis. Have you had any gambling enterprises in the State of Florida? 

Mr. Crorr. I refuse to answer. 

Mr. Ne.tuis. Mr. Chairman, I think the record is made with respect to this 
witness. 

I have a number of other questions, but I think the Chair will agree that it is 
useless to proceed. 

Senator O’Conor. Well, now, I will say to the witness and to counsel that it 
is understood that the series of questions, which we did not interrupt to instruct 
specifically the witness to answer, that the Chair does desire to instruct the 
witness to answer each and every one of them, and is it understood that he still 
declines and refuses to answer? 

Mr. Forp. On the grounds stated; yes. 

Senator O’Conor. Do you have any other phase you want to go into? 
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Mr. NELLIS. One last phase, Mr. Chairman. 

Senator O’Conor. Go ahead. 

Mr. Nevuis. How did you obtain the services of Mr. Ford? 

Mr. Crorr. Mr. Ford? I knew Charlie 20 vears ago. 

Mr. Neviis. Did you meet him here in Washington ? 

Mr. Crorr. I came here without an attorney. 

Senator O’Conor. Counsel, I do think that, of course, it is eminently proper 
for the witness to have counsel, 

Mr. Nevuis. Yes, Mr. Chairman, and [ should explain my reasons 

Mr. Forp. I would like the record to show that I have no objection to the 
question. 4 

Senator O’Conor. You did not object. 

Mr. Forp. I have none whatsoever. 

Senator O’Conor. I, however, raised the point. I do feel that, of course, if a 
witness appears he has a perfect right to be represented, and naturally we 
welcome Mr. Ford here, so while he does not make any objection, I do think that 
unless there is some specific point bearing on any alleged criminal activity of 
the witness, that it need not be pursued further. 

Mr. NeELuis. May we be off the record 1 minute, sir? 

Senator O’Conor. Yes, off the record. 

(Discussion off the record.) 

Senator O’Conor. I have suggested that in perfect fairness to everybody con- 
cerned, so that no insinuation be made, or no inference be drawn from the reten- 
tion of counsel, which is eminently proper, if there is any question of the witness 
that would be in order. 

Mr. Nevius. Mr. Chairman, may I say that I had no intention of creating 
any insinuation about Mr. Ford. I merely wanted the record to show by ques- 
tioning the circumstances under which Mr. Ford was retained by Mr. Croft. 

Senator O'Conor. | rather assume that you might have in mind something 
related to another incident or enterprise or activity, or some matter of that 
sort, and if so I think it would be preferable to ask it that way. 

Mr. NeE.Lutis. Yes. 

Mr. Forp. May I make a statement in that regard? Insofar as I am con- 
cerned, as an attorney, I offer myself now as a voluntary witness to be sworn 
and give testimony now as to any employment I have had in any of these cases. 

Mr. Nevuis. I have no desire to question you. 

Mr. Forp. I appeared in Chicago. 

Senator O'Conor. You have not made any objection, Mr. Ford 

Mr. NELLIS. You appeared in Chicago for Mrs. Ann Fischetti? 

Mr. Forp. Yes, she was asked that question, how she got me, and I think 
she answered it and explained all about it. 

Mr. NELLIS. May we have a brief answer from Mr. Croft, and T think that will 
Satisfy the record. 

You first met Mr. Ford 20 years ago? 

Mr. Crorr. Yes. 

Mr. NeLuis. When you came to Washington, I take it when vou decided to 
secure counsel you naturally went to Mr. Ford; is that the answer? 

Mr. Crorr. Can I tell it my way? 

Mr. NELLIS. Surely. 

Mr. Crorr. When I was picked up T did not have an attorney, and I was coming 
here first without an attorney. They wanted me to make bond, or gave me 
the privilege of making bond, and I did not do it. The two officers brought me 
here, 

In the meantime IT had called Charlie Ford, knowing him over a period of years, 
18 or 20 years, back to 1929 or 1930, and I made arrangements, when I called, 
Charlie was not there 

Mr. Forp. Tell him when it was, give him the time and place. You mean 
yesterday? 

Mr. Crorr. Yes, yesterday when I called him, TI think it must have been approxi- 
mately 3 o’clock when I called for Mr. Ford, ond then T could not get him. 

When I got in last night, the Sergeant at Arms told me that Mr. Ford had 
made arrangements for a bond for me. I did not take a bond until I found 
out that that was the only way that it could have been handled. 

Mr. Netuis. That is all. 

Mr. Crorr. I made arrangements to meet Mr. Ford this morning 

Senator O’Conor, Off the record. 

(Discussion off the record.) 
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Senator O'Conor. On the record. 

Mr. NeLuis. I have one last question on the record: 

Mr. Croft, do you know Whether you are actively being investigated by the 
Bureau of Internal Revenue? 

Mr. Crorr (conferring with counsel). Yes, I feel that way. 

Mr. NELLIs. Do you have any basis for knowing whether or not they are in- 
vestigating you? 

Mr. Crorv. I feel like in this business we are always being checked. 

Mr. Neus. You mean, it is a general feeling that you have? 

Mr. Crorr. No, | do believe that this particular place is being checked. Yes, I 
believe that I am being checked. 

Senator O’Conor. Have you any specific information as to how you know that? 

Mr. Ororr. Not as to being notified. 

Mr. NeLus. You have not been examined by any revenue agent or Intellizenge 
Unit agent? 

Mr. Crort. No, not as yet. 

Senator O'Conor. Now, Mr. McElveney is here, and he is the official representa- 
tive of the Sergeant at Arms to the Senate. 

Mr. McElveney, we have conducted this hearing in executive session of the 
Witness John Croft, and certain questions were asked of him which he declined to 
answer, and upon being instructed he stil] persisted in his declination, as the 
result of which I feel it is hecessary to report it to the full committee, and 
pending that report and any action, it would be the decision of the subcommittee 
to have Mr. Croft remanded to your custody, with the understanding that ar- 
rangements can be made for him to be released on the same bail of $10,000. 

Mr. McELvenry. Returnable when ? 

Senator O'Conor. The same time as the other people. 

Mr. Forp. We placed that bond. 

Senator O’'Conor. O. K. | understand, All right. 

Mr. Forp. Will somebody tell us when they want us to appear? 

Mr. McELvenety. We will notify you. 

(Whereupon, at 11:15 a. m., the subcommittee adjourned. ) 


TT 


ANNEX IT 


The committee has received the following memorandum from its 
associate counsel, which sets forth the legal opinions of its staff with 
reference to the contempts committed by John Croft. 


Marcu 29, 1951, 
Memorandum to Senator Estes Kefauver, chairman, re contempt of John Croft 
(S. Res. 118). 


I have examined the record of the testimony of John Croft in addition to hear- 
ing it at the time it was viven, and it is my opinion, which has previously been 
conveyed to the committee, that the refusal by John Croft to answer questions 
was contemptuous of the United States Senate and its Special Committee 17 
Investigate Organized Crime in Interstate Commerce. 

As associate counsel of the committee, with the advice and concurrence of the 
committee's legal staff, I have advised the committee and now certify that the 
contempts complained of are. in my opinion, punishable as a Inatter of law. In 
those instances where the Witness asserted a Claim of privilege, it is my opinion 
that the claim was not made in good faith inasmuch as there was no reasonable 
relationship between the questions asked and a line of proof which might in- 
criminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
Claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be in- 
criminated under any of the laws of the United States. 


‘oO 


JOSEPH L, NELIIs. 


lxsociate Counsel 
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Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 119] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses 
sion, had before it Morris Kleinman under a warrant issued by the 
President of the Senate pursuant to Senate Resolution 65, Eighty 
second Congress, first session. Pursuant to the provisions of Senate 
Resolution 65, Eighty-second Congress, first session, Morris Klein 
man was brought before the committee on March 26, 1951, in the 

caucus room, Senate Office Buil ling, Washington, D. C., then and 
there to testify touching matters of inquiry committed to said com 
mittee and not to depart without leave of said committee. 

The said Morris Kleinman under custody pursuant to Senate Resolu 
tion 65, Eighty-second Congress, first session, appeared before the said 
committee to give such testimony as required by virtue Reso 
lution 202, E ighty- first Congress, second session. Morris Kleinman 
having appeared as a witness and having been asked questions, which 
questions were pertinent to the subject matter under i quirys made 
answers as appeared in the record of the hearings on March 26, at 
Washington, D. C., which record is annexed hereto and maak a part 
hereof and designated “Annex I.” 

Asa result of said Morris Kleinman’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con 
cerning the matter committed to said committee. 

The committee was therefore deprived of answers to questions pur 
suant to the committee’s inquiry propounded to Morris Kleinman perti 
nent to the subject matter which under Senate Resolution 202, Eighty 
first Congress, second session, the said committee was instructed 
investigate, and the refusal of the witness to answer questions as set 
forth in annex I, is a violation of the provisions set forth in Senate 


of Senate 
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Resolution 65 which provides that the witness was to be taken into 
custody and may not be discharged without giving testimony to the 
committee, and his persistent and illegal refusal to answer the afore- 
said questions deprived the committee of necessary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by provisions of Senate Resolution 
202 and there were present a quorum of the committee as appears in 
annex I. 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, MARCH 27, 1951, FOLLOWING THE CLOSING OF THE 
OPEN SESSION OF THE COMMITTEE, MARCH 27, 1951 


The committee met in executive session in room 318, caucus room, Senate Office 
Building, Washington, D.C. There were present Senators Kefauver (chairman), 
Tobey, Wiley, Hunt, and O’Conor. 

The chairman presented to the committee the minutes of the committee meeting 
of March 26, 1951, at which time Morris Kleinman and Louis Rothkopf were 
brought before the committee under warrants of arrest pursuant to Senate Reso- 
lution 65. The chairman recommended that the committee ask the Senate to cite 
Morris Kleinman and Louis Rothkopf for contempt of the Senate in view of their 
contemptuous refusal to answer questions as indicated by the record which is 
annex I below. 

Senator Tobey moved that the committee ask the Senate to vote contempt cita- 
tions against Morris Kleinman and Louis Rothkopf. The motion was seconded 
by Senator O’Conor and the motion was unanimously carried by the entire mem- 
bership of the committee. 

Estes KEFAUVER, Chairman. 


ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Monday, March 26, 1951. 


The special Committee met, pursuant to notice, at 8 p. m., in the caucus room, 
Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman), Tobey, and Wiley. 

Also present: Rudolph Halley, counsel. 

The CHAIRMAN. The committee will come to order. 

Morris Kleinman, I believe, is our next witness. 

Mr. McManon. How do you do, Senator. 

The CHAIRMAN. How are you? 

Mr. McMaAuwon. Very well, thank you. 

The CHATRMAN. I am glad to see you again. 

Mr. McMAnHon. Mr. Corrigan is counsel in this matter, and stepped out for a 
moment. 

The CHATRMAN. What? 

Mr. McManon. Mr. Corrigan is counsel in this matter, and stepped out for 
a moment. 

The CHAIRMAN, Are you Mr. Kleinman? 

Mr. KLEINMAN. Yes. 

The CHAIRMAN. Do you solemnly swear the testimony you will give the com- 
mittee will be the whole truth, so help you God? 

Mr. KLEINMAN. I do. 


TESTIMONY OF MORRIS KLEINMAN; ACCOMPANTED BY WILLIAM J. CORRIGAN, 
ATTORNEY AT LAW, AND TIMoTHY MCMAHON, ATTORNEY AT LAW 


The CHAIRMAN. All right, Mr. Morris Kleinman. And what is your address, 
Mr. Kleinman? 
Mr. KLEINMAN. 17201 Shaker Boulevard. 
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The CHAIRMAN. Cleveland, Ohio? 

Mr. KLEINMAN. Cleveland, Ohio. 

The CHAIRMAN. And, counsel, you are Mr.—— 

Mr. McMaAHon. Timothy McMahon. 

The CHAIRMAN. Timothy? 

Mr. McManown. That is right, of Cleveland, Ohio. 

Senator WILEY. Not Paul but Timothy’? 

Mr. McMAHON. Timothy, that is right, Senator. 

The CHAIRMAN. Whom did you represent before the committee in Cleveland? 

Mr. McManon. Mr. Alvin Ghizzi. 

The CHAIRMAN, That is right, Mr. Ghizzi. 

Mr. McManon. That is correct. 

The CHAIRMAN. Do you have some statement you wish to make, sir? 

Mr. McMAHoN. With your permission, Senator. 

The CHAIRMAN. If you will make it brief. 

Mr. McMAHon. Very well. I would first like for the record to ente1 

The CHAIRMAN. Sit down. You don’t have to stand up. 

Mr. McManon, I will use these things [indicating microphones}. 

The CHAIRMAN. All right. 

Mr. McManon. I would like to enter an objection on behalf of the witness, 
his objection and exception to the constitutional, legal, and factual basis for 
the adoption of Senate Resolution No, 65, and the issuance of the warrant there 
under as it pertains to him and under which his appearance is made here tonight 

Now, I have another matter that I would like to develop for the record, if you 
please, Mr. Chairman. I would like the record to show basically these facts: 
That to the rear of the witness, at a distance of what I estimate to be about 
between 15 and 20 feet there appears five high-powered floodlights, which are 
focused, three of which are focused behind the committee and in the face and on 
the person of the witness. 

I should also like the record to show that in the room there are three television 
cameras, which are in varying degrees focused upon the members of the com 
mittee, counsel, and the witness. 

I would like the record also to show that to the left of the witness there are 
five newsreel cameras which are focused in his general direction 

I should also like the record to show that immediately to the left of the w 
ness, at a distance of about 4 feet, there are two cameramen poised, ready to 
take a photograph. 

The CHAIRMAN, Well, they will take their photographs and get out just as 
soon as they ean. 


Mr. McMAnHON, One further fact, if vou please, Mr. Chairmar I would like 
the record to show that the approximate distance between the witness and the 
members of the committee is in the neighborhood of what I would judge to be 
about S to 10 feet. 

Now, under these circumstances, may we have a general stipulation that those 
facts that I have recited are substantially correct ? 

Senator WILkY. You got one other [indicating a photographet 


The CHAIRMAN. That is your statement about it, Mr. MeMahon‘ 

Mr. McMAnHOoN. The court stenographer [ am familiar with 

The CHAIRMAN, That is your statement about it. We are not stipulating any 
thing. but you have made your statement Anything else? 

Mr. McManon,. Yes, sir, if you please, Senator. Under those circumstances 
I would like the indulgence of the committee for the witness to read a state 
ment on a question which we want to develop at this time 


Mr. Nevuis. Mr. Chairman, may [ask if it is possible for me to proceed with 
the questioning, after which the witness can make whatever statement he de 
sires? 

The CHatRMAN, Mr. Kleinman, how long is your statement and what is 


statement? 

Mr. KLeinMaAN, Take me about 5 minutes. 

The CHAIRMAN, Can‘t you just tell us what it is and file the statement 

Mr. KLEINMAN. IT can read it in about 5 minutes, Senator 

The CHAIRMAN. We don't want to cut you off We did want to ret on and } 
the high points and get this hearing over. 

Mr. KLEINMAN. I will try toe do it as fast as I can. 

The CHairnMAN. All right, then, you read away. 

Mr. KiernMANn. Thank you. 

Senator Kefauver, during the hearings in New York City, mentioned the f: 
that the investigations by this committee has aided the television industry, and 
I believe that cannot be questioned. 
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Lam not an actor, and have no experience as a public speaker. I do not have 
any training to appear on TV or talk through a microphone. The members of 
the committee and their lawyers have appeared on television many times, so 
that I am at a great disadvantage, much like an amateur appearing with pro- 
fessionals, 

The television hearings in New York City were referred to as being bigger 
than the world series. The New York Times, the World-Telegram, the Journal 
American, and some Washington papers reported that in theaters, stores, and 
other places, business declined because of the television show. Saloons and 
restaurants were jammed—that in general some businesses suffered and others 
made immense profits. The television industry in New York reported that the 
supply of rental sets was exhausted. 

These statements were made not only by the New York papers but by papers 
in various parts of the country that I have been able to secure. In the Cleveland 
Press Saturday evening, along with a story about me, by cartoon it was suggested 
that my “TV debut” might even replace any Kukla, Fran, and Ollie. [Laughter.] 

Newspapers are available to all people for from 38 to 5 cents, and in 
some instances may be secured for nothing. Television is mostly limited to 
those people who have purchased a set, rented a set, or made some arrangement 
to see another person's set. 

The CHarrRMAN. Well, Mr. Kleinman, may I interrupt there. If you want 
to object to television, we will give you the same opportunity we gave Mr. Carroll 
the other day. 

Mr. KLEINMAN. I can finish this in 2 minutes, now Senator. 

The CHATRMAN. Well, if you just want to make a speech—if it is television 
you are objecting to—— 

Mr. KLEINMAN. I would just like to finish this. 

The CHAIRMAN. All right, go ahead. 

Mr. KLerInmMan. The statements made by me before the committee, or what 
else is said, if they are reported in the newspapers are available to me when I 
leave here. I can, when in my opinion, an error has been made, demand a re- 
traction, and in the event that I believe that I have been libeled I can sue the 
newspapers in the civil courts for damages. 

Such protection of my rights is not available to me when I am subjected to 
this hearing. It will be impossible for me to check what is happening on 
television and radio, what parts of the proceedings are given, and what com- 
ments are being made during the time I am appearing here. I will be subjected 
to glaring lights which are very disturbing. My manner of sitting, of talking, 
using my hands, the clothes I wear, may all be the subject of movies and un- 
favorable comment, and may be used against me. My voice, which is not 
trained, may make an unfavorable impression, and my entire appearance, as 
given, or compared to others, may be distorted 

It is a known fact that people who are not accustomed to making public ap- 
pearances, or speaking in public, are made nervous by even a small audience, 
even in quiet surroundings. Such nervousness, which may affect their answers, 
will be greatly increased for me if I have to appear on television or radio, and 
in front of the committee and their lawyers of great skill, who I have no reason 
to believe are friendly tome. I would be conscious of the fact that several million 
people are getting a close-up view of me, or my questioners, and listening to our 
voices, 

From my own observation I know that a person testifying before this com- 
mittee is made to appear in news reels no matter what his desires are. These 
news-reel films I have seen shown on television. Various comments will be made 
about my personal appearance by the employees of the television stations, my 
way of answering, and anything else they can think of which will be of inter- 
est to their audience. I know that during intermissions, the same employees 
of these companies tirculate through the audience and pick up comments from 
the spectators. Under these circumstances a witness becomes part of a show. 
His actions, personal appearance, his manner of talking, or not talking, are 
passed upon in the same manner that a dramatic critic reports a performance of 
an actor on Broadway, but with more serious consequences to the witness. 

To illustrate—in recent New York City hearings it was reported that former 
Mayor O'Dwyer gave a forceful and embattled performance—that Costello was 
a beaten man—that another man was a comedian, and so on. 

Well, I feel this way: If the television industry wants me to aid in boosting 
the sale of TV sets, and the sponsors, saloons, and restaurants want my aid in 
boosting their business, I am entitled to be consulted just the same as any other 
American amusement enterprise. 








ere ae 


ee 


J 


A 


n 
O 


it 
ll 


ed 
iz, 
n- 
ot 
as 


'p- 
Ce, 
rs, 
nd 
on 
on 
ur 


m- 
ose 
ide 
my 
er- 
CES 
om 
w. 
are 


of 


ner 
vas 


ing 
| in 
her 


PROCEEDINGS AGAINST MORRIS KLEINMAN 5D 


I might say, “What is going on when I am brought in for cross-examination 
to be a performer for the TV and radio industries, the beer, automobile, ciga- 
rette, and cosmetic industries which use TV and radio to boost their sales and 
profits?” 

I do not know to what extent this question had been raised before the com- 
mittee, but I am stating now that I believe that such procedure is a violation 
of my constitutional rights, and before I have anything further to say, I wish 
to respectfully inform the Senate committee that I will not, in danger to my 
rights, perform to aid the TV industry, the radio industry, and the news reels, 
and I will proceed no further until this apparatus is shut off and removed. 

The CHAIRMAN. Well, Mr. Kleinman, if we had been able to find you in Cleve- 
land, where we tried very hard to get you in, you wouldn’t have had this diffi- 
culty, because that hearing, I don’t think, was televised. 

All right, now, picture gentlemen of the press, photographers, if you will retire. 

But not being able to, why, you are here. We will give you the same rights 
that we have given other witnesses. If you don’t want to be televised, we will 
have the television, ask them for their cooperation in giving you the same benefits 
as Mr. Carroll and Mr. Costello. 

Mr. KLEINMAN. If you ask me what I think, if television is shut off me, but 
not all others, and the other apparatus on, I can only say that I still believe 
my constitutional rights are being violated. 

The CHAIRMAN, Very well. 

Mr. KLEINMAN. My position remains the same. I realize I am here before the 
committee under warrant, and I have stated my opinion and my position 

The CHAIRMAN. Your position has been stated, and you want us to ask or 
Suggest that the television lights be turned off of you, that you not be televised? 

Mr. KLEINMAN. I want everything off, 

Senator Toney. Not everything. 

The CHatRMAN. Mr. Nellis, will you proceed, please? 

Mr. McManon. Senator, before we begin. 

The CHAIRMAN. We have had enough, I believe. What 
Mr. McMahon? 

Mr. McManon. The only thing I have further, Senator, is that I would like to 
incorporate in the record the statement of Mr. Kleinman as it was read, together 
with certain newspaper articles which substantiate 

The CHAIRMAN. They will be made exhibits. His statement is already in the 
record. 

Mr. McManon. I may proffer these to the stenographer? 

The CHAIRMAN. That is right. 

Mr. McMaunon. Very well, sir. 

(The documents referred to will be found in the files of the 

The CHAIRMAN. All right, Mr. Nellis, will you ask the witn 

Mr. Newuis. What is vour name and address, Mr. Kleinman? 

Mr. KLEINMAN. I am going to stand on the statement I just 

The CHAIRMAN. Well, you refuse to answer? 

Mr. KLEINMAN. I am going to stand on the statement I just read 

The CHAIRMAN. The question is, Do you refuse to 
address? 

Mr. KLEINMAN. I think I gave you my name and address 

Mr. NELLIS. That is right. 

The CHAIRMAN. All right, he gave us the name and address, 

Mr. Neus. Before we get to your testimony, can you tell us why the com- 
mittee has found it impossible to serve you with a subpena for 3! 
Mr. KLEINMAN. I am letting the statement speak for myself. 

Mr. Neuuis. Mr. Chairman, I request the witness be directed 
question, why the committee has found it impossible te 
for 544 months? 

The CHatrMan,. All right, that is a legitimate question, Mr. Kleinman, you 
will be directed to answer. Ll may say at this point that Mr. 
dling the television says that you are net being televised, whether that does 
make any difference one way or the other under your statement 

The question is, why has the committee been unable to find you, to serve 
a subpena on you, during the last 2 or 5 months, will you answer? 
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Mr. KLEINMAN, I answered in the statement, Senator. 
The CHAIRMAN. Do you refuse to answer the question? 
Mr. KLEINMAN. I doen't know what you eall it, but 
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The CHAIRMAN. Very well, let the record show that the witness refuses to 
answer the question. Ask another question, Mr. Nellis. 

Mr. NE.LLIs. I might state, Mr. Chairman, that we made diligent efforts to locate 
Mr. Kleinman through the efforts of the Cleveland Police Department and various 
other enforcement agencies, and the newspapers and radio gave wide publicity 
to the fact that your testimony was sought. Where were you between the dates 
of December 14, 1950, and March 15, 1951? 

The CHAIRMAN. Do you understand the question, sir? 

Mr. KLEINMAN. I said the statement was 

The CHAIRMAN. Let the record show- 

Senator Tosey. The statement does not answer that question, Mr. Nellis, 
does it? 

Mr. Neus. No, sir. 

The CHAIRMAN. The statement does not answer the question, and Mr. Kleinman 
understands that. 

Senator Toney. You knew this committee was looking for you for a long time, 
did you not? 

Mr. KLEINMAN. The apparatus is still on, Senator. 

Senator Toney. The television is not on, sir. 

Mr. KLEINMAN. The other newsreels are on, the radio is on. The lights 
are on. 

Senator Torry. You sat back there 10 feet behind for an hour and three-quarters 
and you sat there, you took the lights then in good part, but the minute you come 
on the stand for questioning, then you quail under the lights. You sat right 
there and I saw for an hour and a half, did not blink once. Then you come in 
here and put this bluff up to us now. Good Lord, let me say something to you, 
sir, you evaded this committee for 2 or 3 months, no honest man would do that, 
he would come arunning and say, “Here I am, nothing hidden,” you, you skulk 
away somewhere and you won't tell us where you were, but I am telling you 
something, the people of this country are outraged at the likes of you, and when 
we all get through vou will come up to the bar of justice, I promise you that, 
you wait and see. This is only the beginning, as they say in the show boat. 

The CHatRMAN. The next question, Mr. Nellis. 

Mr. Netits. Do you recall that this committee called public hearings in the 
city of Cleveland, Ohio, on January 7, 1951—do you recall that—do you know 
about that? 

The CHAIRMAN. Let the record show that the witness does not answer. 

Mr. NELLIs. Do you have any reason that vou can now 

The CHAIRMAN. Now, Mr. Kleinman, in order to make the record clear, the 
committee chairman is directing you to answer these questions. You are being 
directed to answer these questions, 

Mr. KLEINMAN. I do not want you to feel as though I am trying to be 

The CHATRMAN. All right. 

Mr. KLEINMAN. Bea smart Alec or anything. 

The CHAIRMAN. It is not a matter of that, I just want you to understand that 
you are being directed to answer these questions. Let the record show that 
Senators Tobey and Wiley and the chairman are present. The record shows the 
witness refuses to answer. Ask the next question. 

Mr. Ne.uts. Did you have any reason for not wishing to testify before this 
committee? 

(No response. ) 

The CHAIRMAN, Let the record show the witness refuses to answer and that 
he has heen directed to answer. 

Mr. Nevis. Have vou ever been convicted, Mr. Kleinman, of a crime? Will you 
answer the question? 

(No response, ) 

The CHAIRMAN. Let the record show the witness refuses to answer and you 
have been directed to answer, Mr. Kleinman 

Mr. Netuts. Is it not a fact that in 1933 vou were indicted and convicted and 
sent to the penitentiary for 4 years for income-tax evasion and fined $15,000, is 
that a fact, the record so shows, Mr. Chairman. 

(No response. ) 

The CHAIRMAN. Let the record show the witness refuses to answer 

Mr. Netuis. Now, Mr. Kleinman, did you ever have any interest in a gambling 
establishment known as the Ohio Villa in Cleveland, Ohio? Let the record show 
that the witness remains mute. 

(No response. ) 

The CHAIRMAN. The record shows that 
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Mr. NELLIs. Is it not a fact that in 1938 you, Dalitz, Tucker, and Al Polizzi 
had an interest in this club, and that subsequently Mr. Anthony Milano of 
Cleveland incorporated a country club at the same address ; is that not a fact? 

(No response. ) 

The CHAIRMAN. Let the record show that he does not answer. Let us ask 
him something else. 

Mr. Ne Lis. Is it not a fact that in 1940 or thereabouts you had an interest 
in a place which was a gambling establishment in the city of Cleveland, called 
the Thomas Club, and that your partners were Harry Potter, John Angersola, Lou 
Rothkopf, alias Rody, Lester Wilson, and Sam “Game Boy” Miller; is that not a 
fact? 

(No response. ) 

The CHAIRMAN. Let the record show that he does not answer. Ask him about 
his investments in Kentucky, Mr. Nellis. 

Mr. NEwuls. I will, Mr. Chairman. 

The CHAIRMAN. Let us get to that. 

Mr. Newuis. Have you ever had an interest in an establishment at Covington 
called the Lookout Club? 

(No response. ) 

The CHAIRMAN. Let the record show that the witness does not answer. 

Mr. NELLIS. Is it not a fact that you have had an interest, a partnership, with 
Louis Rothkopf, Samuel Schroeder, Samuel Miller, Mitchell Meyer, John Croft, 
Moe Dalitz, Charles Polizzi, and Sam Miller, in the Lookout Club at Covington, 
Ky.? 

(No response. ) 

The CHAIRMAN. Let the record show that the witness does not answer. Ask 
him about Sun Valley. 

Mr. NELLIS. Is it not a fact that you have had a partnership in Beverly Hills 
Country Club at Newport, Ky., with the same partners? 

(No response. ) 

The CHAIRMAN. The witness does not answer. 

Mr. NELLIs. Is it not a fact that you also have had an interest in a gambling 
establishment entitled “Portage Amusement Co.” in the State of Ohio? 

(No response. ) 

The CHAIRMAN. The witness does not answer. Ask him about Desert Inn. 

Mr. NELLIS. Mr. Chairman, I desire to place in evidence a card received by 
the committee today which states: “Open Sunday, April 1, Beverly Tilts Country 
Club, Southgate, Ky., Route 27. This card admits bearer to gaming room.” 

The CHAIRMAN. Is this a club that you asked him about? 

Mr. NELLIS. Just one question previous to this I asked him about this club. 
You will note that apparently it is going to open the day after this committee is 
due to expire. 

The CHAIRMAN. On Sunday, April 1, the Beverly Tilts—is that Hills or Tilts? 

Mr. NEtus. Hills. 

The CHAIRMAN. Hills Country Club, Southgate, Ky., will apparently open. 
Let this be copied into the record. 

Do you have an interest in that club, Mr. Kleinman? 

(No response. ) 

The CHAIRMAN. The record shows the witness does not answer. 

(The card referred to reads as follows :) 

“Open Sunday, April 1, Beverly Tilts Country Club, Southgate, Ky., Route 27. 
This card admits bearer to gaming room. This card has been mailed to only 
privileged customers. Keep it, and do not pass on. If you do not wish to use it, 
destroy it.” 

Mr. NeELuIs. How did you and your associates, Mr. Kleinman—will you give 
attention to the question, please—How did you and your associates from Cleve- 
land happen to get into the Desert Inn? Is it not a fact that 

(No response. ) 

The CHAIRMAN, Let the record show that he does not answer. 

Mr. Nevuis. The witness does not answer. Is it not a fact that your lieuten- 
ant, Louis Rothkopf, approached Wilbur Clark and brought you into that 
deal after Clark had trouble raising the money for this establishment? 

(No response, ) 

The CHAIRMAN, Let the record show that he does not answer. 

I do not think there is any use of going on with this. 

Senator Tospey. Mr. Chairman— 

Mr. NELLIs. I have one further question that I would like to get on the record. 
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Senator Tosey. I would like to make a motion. 

The CHAIRMAN, Mr. Nellis has one further question. 

Mr. NELLIS. Only one question, Mr. Chairman. 

Do you know the gentleman who preceded you on the stand, Abner Zwillman? 

(No response. ) 

Senator Tobey. I have enough of this opera bouffe. 

The CHAIRMAN. All right. 

Mr. Netuts. No further questions. 

Senator Tosry. I want to make a motion that this man be arrested by the 
Senate and held in $25,000 bail and the same treatment given him as given this 
witness last Saturday. 

The CHAIRMAN. The witness will be continued under arrest. He is in the 
custody of the Sergeant at Arms of the Senate. His bail will be set at $10,000 
as authorized by the resolution and conditioned upon his appearance before 
this committee next Friday at 10 o'clock in the morning. 

Mr. KLEINMAN. Is that this coming Friday, Senator? 

The CHAIRMAN, That is this Friday. 

Senator Tosry. I would call that a $10,000 conversation 

The CHAIRMAN. He can be released on bond. You will be continued under 
your subpena, Mr. Kleinman. 

Mr. McManon. Senator Kefauver, may the record show that during the pro 
ceeding in which these questions were asked 

Senator Toney. Forget it, for heaven's sake. 

Mr. McMaAnon, I want the record to show something. 

Senator Tosry. You are an attorney. I Know you do. Don't quibble. 

Mr. McMaAnon. I want to. I am not quibbling. 

Senator Torry. You certainly are. 

The CHAIRMAN. What was the point you wanted to raise? 

Mr. McManon. I want to direct something to the Chair and that is this, I 
want the record to show that during these proceedings and the questions, these 
lights, these movie reels, the television, with the exception of the chairman's 
statement, that was not focused on that man continued. 

The CHAIRMAN. That is your statement about it. You can make any state 
ment you want. 

Mr. McManon. Very well. 

The CHATRMAN,. That is all. 


ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 
ence to the contempts committed by Morris Kleinman. 


Marcu 27, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Morris 
Kleinman (S. Res. 119) 

I have examined the record of the testimony of Morris Kleinman, and it is 
my opinion, which has previously been conveyed to the committee, that the re 
fusal by Morris Kleinman to answer questions was contemptuous of the United 
States Senate and its Special Committee To Investigate Organized Crime in In 
terstate Commerce. 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my 
opinion that the claim was not made in good faith inasmuch as there was no 
reasonable relationship between the questions asked and a line of proof which 
might incriminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 

Rupotpu HAiey, Chief Counsel. 
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Marcu 30 (legislative day, MARCH 26), 1951.—Ordered to be printed 


Mr. Keravuver, from the Special Committee To Invest ivate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany S. Res. 120] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, had before it Louis Rothkopf under a warrant issued by the 
President of the Senate pursuant to Senate Resolution 65, Eighty 
second Congress, first session. Pursuant to the provisions of Senate 
Resolution 65, Kighty-second Congress, first session, Louis Rothkopf 
was brought before the committee on March 26, 1951, in the caucus 
room, Senate Office Building, Washington, D. C., then and there to 
testify touching matters of inquiry committed to said committee and 
not to depart without leave of said committee. 

The said Louis Rothkopf under custody pursuant to —— Resolu- 
tion 65, Eighty-second Congress, first session, appeared before the 
said committee to give such testimony as required by virtue of Senate 
Resolution 202, E ighty- first Congress, second session. Louis Roth- 
kopf having appeared as a witness and having been asked questions, 
which questions were pertinent to the subject matter under inquiry, 
made answers as appeared in the record of the hearings on March 26, 
at Washington, D. C., which record is annexed hereto and made a part 
hereof and designated “Annex I.’ 

As a result of said Louis Rothkopf’s refusal to answer the ques- 
tions pursuant to the said inquiry, as appears in the record annexed, 
consisting of pertinent excerpts from the testimony of that day, the 
committee was prevented from receiving testimony and evidence con- 
cerning the matter committed to said committee. 

The committee was therefore de “pr ived of answers to quest ions pur- 
suant to the committee’s inquiry propounded to Louis Rothkopf per- 
tinent to the subject matter which, Under Senate Resolution 202, 
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Eighty-first Congress, second session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer ques- 
tions as set forth in annex I is a violation of the provisions set forth in 
Senate Resolution 65, which provides that the witness was to be taken 
into custody and may not be discharged without giving testimony to 
the committee, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by provisions of Senate Resolu- 
tion 202 and there were present a quorum of the committee as ap- 
pears in annex I. 


SPECIAL COMMITTEE To INVESTIGATE ORGANIZED CRIME IN INTERSTATE COMMERCE 


MINUTES OF A COMMITTEE MEETING, MARCH 27, 1951, FOLLOWING THE CLOSING OF 
THE OPEN SESSION OF THE COMMITTEE, MARCH 27, 1951 


The committee met in executive session in room 318, caucus room, Senate 
Office Building, Washington, D. C. There were present Senators Kefauver 
(chairman), Tobey, Wiley, Hunt, and O’Conor. 

The chairman presented to the committee the minutes of the committee meet- 
ing of March 26, 1951, at which time Morris Kleinman and Louis Rothkopf were 
brought before the committee under warrants of arrest pursuant to Senate Reso- 
lution 65. The chairman recommended that the committee ask the Senate to 
cite Morris Kleinman and Louis Rothkopf for contempt of the Senate in view 
of their contemptuous refusal to answer questions as indicated by the record 
which is annex I below. 

Senator Tobey moved that the committee ask the Senate to vote contempt 
citations against Morris Kleinman and Louis Rothkopf. The motion was sec- 
onded by Senator O’Conor and the motion was unanimously carried by the 
entire membership of the committee. 

ESTES KEFAUVER, Chairman. 





ANNEX I 
ORGANIZED CRIME IN INTERSTATE COMMERCE 


UNITED STATES SENATE, 
SPECIAL COMMITTEE To INVESTIGATE ORGANIZED 
CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Monday, March 26, 1951. 
The special committee met, pursuant to notice, at 8 p. m., in the caucus room, 
Senate Office Building, Senator Estes Kefauver presiding. 
Present : Senators Kefauver (chairman), Tobey, and Wiley. 
Also present: Rudolph Halley, Alfred M. Klein, Joseph L. Ne llis, David Shivitz, 
E. Ernest Goldstein. 
* > 7 e o . 7” 


The CHAIRMAN. Bring Mr. Rothkopf around. 


TESTIMONY OF LovUIs RoTHKOPF, ACCOMPANIED By WILLIAM J, CoRRIGAN AND 
Tim MCMAHON, CouNSEL 


The CHAIRMAN. Are you Mr. Rothkopf? 

Mr. RoruKkopr. Yes. 

The CHAIRMAN. Do you swear the testimony you are about to give this com- 
mittee will be the truth, so help you God? 

Mr. RoTHKopr. I do. 

The CHAIRMAN, Now, Mr. McMahon, I think you have an associate counsel 
sitting behind you? 
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Mr. McMAHOoN. Ido. I want to introduce Mr. William J. Corrigan, my partner, 
Senator. 

The CHATRMAN, Mr. Corrigan is also counsel for Mr. Kleinman: is he not? 

Mr. McMAnoN. And Mr. Rothkopf. 

The CHAIRMAN. Why do you not sit up here, Mr. Corrigan? 

Mr. CorRIGaAN. Iam all right here, Senator. 

The CHAIRMAN, You are also from Cleveland, I believe? 

Mr. CorrIGAN. Yes. We want to raise this very important question. 

The CHAIRMAN, All right, Mr. Corrigan. 

Now, Mr. Rothkopf, what is your first name? 

Mr. RotHxKopr, Louis Rothkopf. 

The CHAIRMAN. And what is your residence, sir? 

Mr. Rorukopr. I want to raise this legal question, Senator 

Mr. McMAHon. I might say this—— 

The CHAIRMAN, He has 

Mr. McMAnHon, To expedite time. 

The CHAIRMAN, Just a minute, Mr. McMahon. Will you sit down, sir? 

Mr. McMAnHoN, Surely. 

The CHAIRMAN. The question before you, Mr. Rothkopf, is what is your 
address? 

Mr. RorHKopr. Well, I want to raise this question, Senator 

The CHAIRMAN, Will you answer or will you not answer the question, What is 
your address? 

Mr. Rotuxkopr. Cleveland, Ohio. It is Bainbridge, Senator, about 20 miles 
out of Cleveland. 

The CHATRMAN. All right. 

Mr. RotHxKorr. This statement, Senator, is going to be much shorter than 
Mr. Kleinman’s. 

The CHarrMan. He has been sworn. All right. 

What is your statement, sir? 

Mr. RoruKkopr. I believe that it is a violation of my constitutional rights to 
subject me to questioning before television, radio, and news reels, and I must 
respectfully inform this committee that I cannot go further in this proceeding 
until all of this apparatus is shut off and removed. I have a written statement 
giving my reasons for this, and with you permission I would like to read it. 

The CHAIRMAN. Mr. McMahon, is that the same statement? 

Mr. McManon, Yes, I think that is what I was suggesting. 

The CHAIRMAN. Let his statement be considered read. 

Mr. McManion. Will you incorporate it in the record, sir? 

The CHAIRMAN. Mr. McMahon, wait until I finish my statement before you 
interrupt. 

Mr. McManwon, Tam sorry; I did not mean to interrupt 

The CrarRMAN. Let liis statement be considered read and incorporated in 
the record as though personally read by him Also we would consider, Mr. 
McMahon, that your statement made in connection with Mr. Kleinman has also 
been made in connection with Mr. Rothkopf. 

Mr. McManon. As to the physical features of the room? 

The CHatrMan. Yes, that is your statement. 

(The prepared statement of Mr. Louis Rothkopf is as follows :) 

“T want to raise a question. ; 

“Senator Kefauver, during the hearings in New York City, mentioned the fact 
that the investigations by this committee have aided the television industry—and 
I believe that cannot be questioned. 

“Tam not an actor, and have no experience as a public speaker. I do not have 
any training to appear on TV or talk through a microphone. The members of the 
committee and their lawyers have appeared on television many times—so that I 
am at a great disadvantage, much like an amateur appearing with professionals. 

“The television hearings in New York City were referred to as being bigger 
than the World Series. The New York “imes, the World-Telegram, the Journal- 
American, and some Washington papers reyorted that in theaters, stores, and 
other places business declined because of the television show. Saloons and res 
taureants were jommed—that in general some businesses suffered and others made 
immense profits. The television industry in New York reported that the supply 
of rental sets was exhausted. 

“These statements were made not only by the New York papers, but by papers 
to various parts of the country that I have been able to secure. In the Cleveland 
Press Saturday evening, along with a story about me, by cartoon it Was suggested 
that my ‘TV debut’ might even replace Kukla, Fran, and Ollie.” 








4 PROCEEDINGS AGAINST LOUIS ROTHKOPF 


“Newspapers are available to all people for from 3 to 5 cents, and in some 
instances may be secured for nothing. Television is mostly limited to those 
people who have purchased a set, rented a set, or made some arrangement to 
see another person’s set. The statements made by me before the committee, 
or what else is said, if they are reported in the newspapers are available to me 
when I leave here. I can, when in my opinion an error has been made, demand 
a retraction, and in the event that I believe I have been libeled, I can sue the 
newspapers in the civil courts for damages. 

“Such protection of my rights is not available to me when I am subjected to 
this hearing. It will be impossible for me to check what is happening on tele- 
vision and radio, what parts of the proceedings are given, and what comments 
are being made during the time I am appearing here. I will be subjected to 
glaring lights which are very disturbing. My manner of sitting, of talking, of 
using my hands, the clothes I wear, may all be the subject of movies and unfavor- 
able comment, and may be used against me. My yoice, which is not trained, may 
make an unfavorable impression, and my entire appearance, as given, or com- 
pared to others, may be distorted. 

“Tt is a known fact that people who are not accustomed to making publie 
appearances, or speaking in public, are made nervous by even a small audience, 
even in quiet surroundings. Such nervousness, which may affect their answers, 
Will be greatly increased for me if I have to appear on television or radio, and 
in front of the committee and their lawyers of great skill, who I have no reason 
to believe are friendly to me. I would be conscious of the fact that several 
million people are getting a close-up view of me, or my questioners, and listening 
to our voices, 

“From my own observation I know that a person testifying before this com- 
mittee is made to appear in news reels, no matter what his desires are. These 
news-reel films I have seen shown on television. Various comments will be 
made about my personal appearance by the employees of the television stations, 
my way of answering, and anything else they can think of which will be of 
interest to their audience. I know that during intermissions, the same employees 
of these companies circulate through the audience and pick up comments from 
the spectators; under these circumstances a Witness becomes part of a show. 
His actions, personal appearance, his manner of talking or not talking, are passed 
upon in the same manner that a dramatic critic reports a performance of an 
actor on Broadway, but with more serious Consequences to the witness. 

“To illustrate: In recent New York City hearings it was reported that former 
Mayor O'Dwyer gave a forceful and embattled performance, that Costello was 
a beaten man, that another man was a comedian, and so on. 

“Well, I feel this way. If the television industry wants me to aid in boosting 
the sale of TV sets, and the sponsors, saloons, and restaurants want my aid in 
boosting their business, I am entitled to Be consulted just the same as any 
other American amusement enterprise, 

“T might say—what is going on when IT am brought in for cross-examination 
to be a performer for the TV and radio industries, the beer, automobile, cigarette, 
and cosmetic industries which use TV and radio to boost their sales and profits. 

“T do not know to what extent this question has been raised before the com- 
mittee, but IT am stating now that I believe that such procedure is a violation of 
my constitutional rights, and before I have anything further to say I wish to 
respectfully inform the Senate committee that I will not, in danger to my rights, 
perform to aid the TV industry, the radio industry, and the news reels, and 
I will proceed no further until this apparatus is shut off and removed.” 

The CHAIRMAN, Mr. Nellis, will you ask any questions? 

Mr. Nevis. Mr. Rothkopf, tell the committee where you have been for the last 
34 months. 

Mr. Rornkorr. I have just stated my position. I have nothing further to say. 

Mr. NetLis. Have you been in the State of 

The CHAIRMAN. Just a minute. By cooperation with the television, the tele- 
Vision lights are not on, Mr. Rothkopf. The television is not on you, Mr, Rothkopf. 

Now go ahead, Mr. Nellis 

Mr, Nevis. Have you been in the State of Nevada? 

Mr. Rorukopr. T have nothing further to say. I have stated my position 

The CHAIRMAN. You are ordered to answer that question 

Mr. Rornxkorr. IT have nothing further to say to you, Senator. 

The CHAIRMAN. Go ahead with the questions 

Mr. Netuis. Under the circumstances 7 think it is fair to say for the record 
that the testimony of this witness has heen sought in at least six States We 
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have attempted to serve a subpena on him through the cooperation of the Cleve 
land Police Department, the Miami Police Department, and the United States 
marshals in six States. 

Now, where have you been since December 14, 1950? 

Mr. Rorukopr. I have stated my position. I have nothing further to say 

The CHAIRMAN. You understand that you are ordered to answer these ques 
tions. Can that be agreed, Mr. Counsel, and Mr. Rothkopf? 

Mr. McMauon, I think so, Senator. 

Mr. NELLIS. Do you not know that this committee called the public hearings 
to begin in Cleveland, Ohio, the 17th of January of this vear? 

Mr. Rorukorr, | have nothing further to say. 

Senator WiLtey. May I make a suggestion, Mr. Chairman? 

The CHAIRMAN. Yes. 

Senator WILEY. I thing you might very well order the lights on so that if t] 


ere 
is going to be a review in any direction it can become apparent to the reviewing 
authority that both—at least, this witness has got his mind about him, he is 
not influenced by the lights, he is very clear as evidenced by the look in his eye, 


and he is not willing to cooperate with this committee. T think if you turn them 
on now, he has made his point, but let the lights go on and then those who review 
It can see, 

The Craman. T understand your position, Mr. Rothkopf, that ever 
television lights off as they are now, you are not going to answer any ion 
gas the radio and anything else is on; is that corre 
lr. Rorukopr. That is right 


The CHARMAN, That is your position. So it would not do any good to turn 
the television lights off. Thev are already off It would not do any good to 
take or to ask the movie gentlemen to remove the movies, as long as the radic 
is here. You still would refuse to testify ? 

Mr. Rornikopr. I have stated my position 


The CHAIRMAN, Is that correct ? 
Mr. Rorukopr, That is right. 

The CHAInMAN. All right, then, you may as well turn the televison light 
on, if they wish to. 

Mr. NELLIS. Now, M1 Rothkopf 

The CHAIRMAN. Let the record also show that Mr. Rothkopf appears to he, 
as did Mr. Kleinman, calm and clear, well composed, quite healthy physica 

Senator WiLey. No claim that he is sick. 

The CHATRMAN. Looks like he has been at Sun Valley—I mean at Desert Inn 
or Florida—got a good tan, seems to be in good physical condition and suffer 
ing no embarrassment, so far as anybody can see. Go ahead, Mr. Nellis. Wi 
you ask the questions? 

Senutor WILEY. When the lights come on he smiles very benignly. 

Mr. Neus. Mr. Rothkopf, have you ever been known by any other 
than Rothkopf; have you ever gone by the natnie o 

(No response. ) 


bel Thi¢ 


f Lou Rody or Lou Serumba‘ 


The CHAIRMAN. Let the record show that the witness refuses to answer. 

Mr. Nevis. Have you ever been convicted of any crime, Mr. Rothkopf? 

{ No re sponse, ) 

The CHAIRMAN. Let the record show that the witness refuses to answer. 

Mr. Newuis. Is it not a fact that in 1987 you were convicted of a conspiracy 
to violate the internal revenue laws of the United States and were 
to 4 years in the penitentiary and a $5,000 fine; is that not a fact? 

(No response. ) 


sentenced 


The CHAIRMAN. Let the record show that the witness refuses to answer. 

Mr. Nets. Is it not a fact, Mr. Rothkopf, that you are a partner 
Lookout Club at Covington, Ky.; is that not a fact? 

(No response, ) 


inn thie 


The CHAIRMAN. Let the record show that the witness refuses to answer 

Mr. Netuis. Is it not a fact that you are also a partner in the Beverly Hi 
Country Club which is scheduled to reopen on the Ist of April; 
fact? 

(No response. ) 


is that not a 


The CHAIBMAN. Let the record show IT assume that w 
the record will show that he refuses to answer each of thess 
understood, Mr. Rothkopf? 

Mr. MceManon. There is no question about that 

The CHAIRMAN. All right. 
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Mr. NeEtiis. May I proceed? 

The CHAIRMAN. You may proceed, 

Mr. NELLIs. Is it not a fact that you were at one time in the Arrow Club 
and that for some time past, you, Kleinman, Tucker, and Miller have been known 
as the Cleveland Gambling Syndicate? Is it not a fact that your syndicate has 
operated in at least three States other than the State of Ohio? 

(No response.) 

Mr. Newuis. Is it not a fact that Mr. Sammy Haas, a witness whom we are 
looking for still, brought you, Kleinman, and two others into the Detroit Steel 
Corp. ? 

(No response. ) 

Mr. Nevius. With Mr. Max Zivian? 

(No response, ) 

Mr. Neus. Mr. Rothkopf, have you ever been a partner in any gambling opera- 
tion in the State of Florida? 

(No response. ) 

Mr. Nevuis. How did you get into the Desert Inn operation with Wilbur Clark? 

(No response. ) 

Mr. NELLIS. Mr. Chairman, I have a lot of other questions. 

The CHAIRMAN. Yes. I think we should so state that the record shows as 
to that. I will ask, myself, only one or two other questions. Do you know Moe 
Dalitz? 

(No response. ) 

The CHarmMAN. The record shows that he refuses to answer. Or Tucker— 
Samuel Tucker? 

(No response. ) 

The CHAIRMAN. Let the record show that he refuses to answer. 

Mr. Neuuis. I have one more important question. 

The CHAIRMAN, All right. 

Mr. Nevius. Mr. Rothkopf, did you know that on February 3, 1948, Mickey 
Cohen telephoned you from Los Angeles, Calif., and did you know that by court 
order that telephone conversation was recorded? 

(No response. ) 

Mr. Nevuis. And that Mickey told you that the deal was well in hand, that 
everything was O. K. on the west coast then? You know about that, do you 
not; it has been in the newspapers? 

{ No response. ) 

Mr. NELLIs. Now, what did he mean by “the deal being well in hand,” Mr. 
Rothkopf? 

(No response. ) 

Senator Torry. Mr. Chairman, the hour is late, we have been made fools of 
long enough, in my judgment. I move that this man also be arrested and held 
in $10,000 bail. 

Mr. NELLIS. I have no other questions, Mr. Chairman. 

The CHAIRMAN. I think the record should show that our testimony in Cleve 
land, Ohio, Detroit, Los Angeles, and other places has shown that Mr. Rothkopf 
and Mr. Kleinman are a group of one of the most active and important interstate 
criminal and gambling syndicates in the United States; that this gang is well 
financed; they have extensive operations in the States of Ohio and Kentucky, 
some interests in Michigan, perhaps some interests, some of them, in West Vir- 
ginia, perhaps some interest in Florida ; some of them do have interests or have 
had, and also in Las Vegas, at the Desert Inn in California. 

For the purpose of our inquiry they are important witnesses, and the informa- 
tion they can give the committee would be very helpful in connection with inter- 
state criminal operations of a substantial magnitude. 

Let the record also show that Senator Tobey and Senator Wiley and the chair- 
man are present. And that Senator Tobey has moved that the witness be held 
for a hearing on Friday, that his bond be fixed at $10,000, and that he be con- 
tinued under subpena—I mean, continued under his warrant of arrest. Is that 
all right with you, Senator Wiley? 

Senator Witey. Yes. 

Senator Toney. That is all right with me. 

The CHAIRMAN. Let the record show that the motion is unanimously carried, 

The same as in the previous case and also that it is carried in the previous 
case, 

Mr. Rothkopf will be remanded to the Sergeant at Arms of the Senate, held 
under subpena and to appear here at 10 o’clock on Friday morning. The bond 
will be fixed at $10,000 as authorized by the resolution. 
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~ 


That is all. 

Mr. McManon. One thing, Senator; may I further say that the conditions 

The CHAIRMAN. Sit down, Mr. McMahon. 

Mr. McManon. I am sorry; I forget this microphone. 

May the record show that the physical conditions which have existed through 
out the testimony or the questions asked of Mr. Kleinman so exist throughout 
the testimony or the questions asked for Mr. Rothkopf. 

The CHAIRMAN. All right. What is that now? 

Mr. McManon. The physical features of the lights, the cameras, the micro- 
phones, and the reporters, newsreels. 

The CHarRMAN. Are the same now as they were when Mr. Kleinman testified 

Mr. McManon. That is correct, sir. 

The CuarrMan. That is your statement. That is all right. 

Mr. McManon. All right. 

The CHAIRMAN. You made the statement. That is all. You are excused now. 

The committee will have open hearings in the morning at 10 o’clock, at which 
time the representatives of the Treasury Department will appear. We hope to 
get through by 12. And then we will have some further hearings during the 
week, all of which, however, will be executive because there are some matters 
that we must go into and also the staff and the members of the committee are 
very busy with our report. We are sorry that the hearing this evening has been 
so long, but we appreciate the cooperation of the radio and the television and the 
press and all of our friends who have come here. 

The committee will stand in recess until 10 o’clock in the morning. 

(Whereupon, at 11 p. m., the committee adjourned, to reconvene Tuesday, 
March 27, 1951, at 10 a. m.) 





ANNEX II 


The committee has received the following memorandum from its 
chief counsel, which sets forth the legal opinion of its staff with refer- 
ence to the contempts committed by Louis Rothkopf. 


Marcu 27, 1951. 
Memorandum to Senator Estes Kefauver, chairman, re contempt of Louis 
Rothkopf (S. Res. 120): 


I have examined the record of the testimony of Louis Rothkopf, and it is my 
opinion, which has previously been conveyed to the committee, that the refusal 
by Louis Rothkopf to answer questions was contemptuous of the United States 
Senate and its Special Committee To Investigate Organized Crime in Interstate 
Commerce 

As chief counsel of the committee, with the advice and concurrence of the 
committee’s legal staff, I have advised the committee and now certify that the 
contempts complained of are, in my opinion, punishable as a matter of law. 
In those instances where the witness asserted a claim of privilege, it is my 
opinion that the claim was not made in good faith inasmuch as there was no 
reasonable relationship between the questions asked and a line of proof which 
might incriminate the witness under any Federal statute. 

In certifying contempt proceedings, this committee and its counsel have care- 
fully distinguished between refusals to answer based on an arbitrary or fanciful 
claim of privilege from refusals to answer questions where a claim of privilege 
might be raised with even a minimum possibility that the witness might be 
incriminated under any of the laws of the United States. 


RvuDOLPH HALLey, Chief Counsel. 
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Mr. O’Mauoney, from the Joint Committee on the Economic Report 
submitted the following 


REPORT 
[TOGETHER WITH INDIVIDUAL STATEMENTS AND RESERVATIONS] 


[Pursuant to Public Law 304, 79th Cong.] 


With a national debt hovering at a pinnacle of $257 billion since 
1946, and the cost of living still rising above the all-time peak reached 
in December 1950, the people and the Government of the United 
States are face to face with the imperative necessity of stopping in- 
flation and turning it backward if the national hope for the winning 
of the peace is to be achieved. 

Rising prices, which have already destroyed the savings of millions 
of the people and are making it constantly more difficult for many 
people in the lower-income brackets, especially those whose incomes 
or wages have not been increased, to stretch their incomes to meet 
their needs, are at the same time increasing the cost of national de- 
fense. Milk and munitions are both mounting in cost and as a re- 
sult the problem which every householder faces in providing for his 
family is faced by the President and the Congress in providing the 
necessary military power by which freedom is to be defended. 

When it is realized that the national debt, which was less than $50 
billion at the beginning of 1941, had risen to $277 billion by the time 
Japan surrendered, it is clear that deficit spending cannot be con- 
templated even for the current defense program, unless we are willing 
to invite the crack-up of the American system. We cannot permit 
the cost of living to continue to rise, nor can we pile a new national 
defense debt on top of the unpaid debt of World War IT without creat- 
ing the very conditions upon which the dictators of the Kremlin are 
rely ing to destroy the economic basis of this Government and thereby 
the hope of a free world. 

The international program upon which we are launched cannot 
possibly be carried to a successful conclusion unless economic stability 
is maintained; it cannot be maintained if we lack the foresight to turn 
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back the forces of inflation and the will to pay out of current income 
the cost of raising and maintaining the military power necessary to 
prevent an attack upon the free world by the modern tyranny of 
communism. The United States has the spiritual power, the economic 
strength, and the productive resources to perform the task it has 
undertaken. The people of America can do again in the defense of 
human freedom what they have done before in two world wars 
namely, produce the commodities, the services, and the military 
strength which can be depended upon to deter Russian aggression.! 
It is within our power to achieve the goals set forth in the President’s 
Economic Report—a 7 percent expansion of production in 1951 and 
at least 25 percent within the next 5 years. To do it, ‘whale Con- 
gress and the country clearly need to understand the basic economic 
facts upon which alone an intelligent defense program can be main- 
tained and carried through to success. 

It would be unrealistic to restate the great importance of expanded 
production without rec ognizing that inflation constitutes a continuing 
threat to its achievement.? Inflation invites business to seek profits 
by manipulation of markets rather than by efficient expansion of pro- 
duction. Inventory accumulation becomes a foolproof way to make 
money. Manpower and capital facilities are absorbed in distributing 
output rather than increasing it. By encouraging the hoarding of 
materials and of labor, inflation disorganizes the flow of production 
and makes a shambles of allocation orders and procedures. Inflation 
frustrates the thrifty, especially those who patriotically buy Govern- 
ment bonds, and brings bitterness and disillusionment to those seeking 
to cooperate with the defense effort. Inflation gives its biggest rewards 
to groups whose spending and manipulative activities provide a sar- 
donic contrast to the sacrifices asked elsewhere on the home front and 
on the battlefield. 

Efforts to increase production, moreover, at present high levels of 
employment, are likely to bring about increased inflation for the time 
being in at least two respects. If additional capacity is built—and 
more capacity must be built—the additional investment, whether in a 
steel mill or atomic energy plant, will in itself cut the supplies avail- 
able to civilians at the same time that those who build such plants are 
earning high wages and profits. If additional Adypeg tae is obtained 
through premium payments for overtime labor or higher incentive 
prices, incomes will be increased faster than coattae te again serving 
at least temporarily to aggravate the problem of inflation. 

Unless, therefore, we are willing to resist inflation straight across the 
board, increased living costs, increased wages, increased profits, and 
the increased cost of Government will lead inevitably to an increased 
debt and more inflation. The times demand courage and firm 
resolution to win the fight against inflation on the home front, in 
order that the Nation may win the struggle for peace upon the 
international front. 

If we are to avoid deficit defense spending of a kind which could 
easily cause the whole structure of Government finance to collapse, 


1On July 18, 1950, soon after the outbreak of the Korean War, this committee, in its press release of that 
date, heavily underscored the ntrast between the totalitarian ideology and the ice under] ur own 
American Rev lution and our own political and economic system. Such a contrast is outlined in appendix 1, 

2 In the absence of detailed analyses and quantitative estimates, even in the Council’s Annual Review, 
of how incre ses in output t can be obtained over the next year or 5 years, this committe ked its staff to 
spell out qua ntitatively the processes anc —— problems of increasing production. These analvses have been 
published in two reports: The Ee on ic and Political Hazards of an Inflationary Defense Economy, and 


Und rempl yment of Rural Families. 
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we must be willing to pay-as-we-go. Such a program was advocated 
by this committee on July 21, 1950, when we unanimously recom- 
mended an immediate increase in taxes sufficient to balance the 
budget; restoration of consumer credit control; contraction of Gov- 
ernment housing loans; etc. We must be willing to provide current 
income to meet the expenditures we authorize. ‘This means that we 
must raise the revenues required to meet such expenditures, and that 
we must keep all expenditures, both military and civilian, as low as 
possible. 


Tue PARAMOUNT NEED FOR GOVERNMENT EcoNoMy 


We cannot refrain from making the expenditures necessary to feed, 
clothe and equip the men we call to the services. We cannot fail 
to authorize the purchase of the most modern airplanes, naval vessels 
and weapons without which an efficient, modern military force cannot 
be maintained. But we must be prudent, frugal, even parsimonious. 
We must avoid duplication, swollen inventories and extravagant con- 
struction—in short, all unnecessary military expenditures. ‘This is no 
time for luxury, waste, or extravagance anywhere, not even in the 
armed services. Since the new obligational authority asked for the 
military services and international security is now estimated to total 
$71,890,000,000 for 1952, all appropriations and expenditures must be 
subjected to continuous and close sc rutiny both by the Executive and 
by the Congress. 

It is not always understood that the appropriations made by Con- 
gress annually are controlled by authorizations enacted and obligations 
undertaken in previous years. The appropriation bills for 1953 and 
ensuing years, for example, will reflect the new expenditures Congress 
is now in process of authorizing in the proposed enactment of universal 
military training. 

Furthermore, expenditures in any particular year cannot be 
measured by appropriations for that year because the current outlays 
at any particular time depend upon the accumulation of prior authori- 
zations and the maturing of obligations. When, for example, Congress 
authorizes the construction of a new aircraft carrier or the building of 
a high-speed long-distance bomber, the Gove ‘rnment launches upon 
an expenditure program which may cover 3 to 5 years. It is therefore 
impossible to cut certain appropriations without canceling existing con- 
tracts, or repudiating existing operations, or stopping work which 
has already been initiated, thereby inviting the loss of expenditures 
already made. An economy program, therefore, involves not only the 
recommendation by the Executive of the sums necessary to carry out 
existing law but also a determination by the Congress to what extent 
it is willing to continue expenditures previously authorized. 

It will be necessary also to economize in the civilian branch of the 
Federal budget. Stimulated by the Congress, the Bureau of the 
Budget last summer at the direction of the President made an aus- 
picious beginning in cutting back public works, reclamation and other 
expenditures more than $580,000,000 in accordance with ~ prince iple 
that programs which are not essential to the defense effort, or to maxi- 
mum civilian productivity (without which the civilian samen will 
be unable to produce the revenue on which the defense program rests) 


3 For a complete copy of the committee release on July 18, 1950, sec 
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should be rigorously cut, if not eliminated. Such cooperative economy 
efforts must be greatly expanded. It may be difficult, and yet it is 
extremely important, to recognize the difference between productive 
and nonproductive expenditures. We must, of course, build every 
dam needed to conserve scarce natural resources or generate electric 
power. A shelf of plans should also be kept up to date. But expendi- 
tures not directly productive of increased economic capacity or military 
strength should so far as possible be postponed or eliminated. Thus 
great care must be exercised in determining precisely where the nonde- 
fense expenditures of the Government are to be cut. 

The President, in his Economic Report, and Mr. Charles E. Wilson, 
Director of the Office of Defense Mobilization, have both estimated 
that disbursements for military purposes of all kinds will not, at the 
first at least, exceed 20 percent of the national income. It is only 
sensible, therefore, and, fortunately, it is apparently possible to so 
increase production that ultimately it will meet both current civilian 
and military needs, therepy making the task of preventing inflation 
less difficult. 

This committee is making an intensive study of the 1952 budget, 
some results of which are to be found in the staff materials and in 
appendix 3 of this report. There it is noted that existing laws may 
have to be altered or repealed if major economies are to be effected 
in nondefense spending. The appropriate legislative committees of the 
Congress should study and recommend what changes shall be made. 
In fact, economy Is a vital responsibility of every Member of Congress 
and every citizen.‘ 

Many significant suggestions for economy have been brought to the 
attention of this committee. Thus, for example, the American Farm 
Bureau Federation, like the National Grange, in the interest of main- 
taining farm output without inflation, supports a pay-as-you-go policy 
ine luding higher taxes and reduced Government expenditures. Fur- 
ther, the Farm Bureau specifically recommends that the “authoriza- 
tion for a 1952 agricultural conservation program be reduced from 
the budget recommendation of $285,000,000 to $150,000,000.” 
(Joint Committee on the Economic Report, Hearings on the January 
1951 Economic Report of the President, p. 490.) Thus a great farm 
organization, in its desire to strengthen the national ec onomy, expresses 
the willingness to accept for farmers reductions of Federal soil con- 
servation payments in fiscal 1953. This is the earliest that reductions 
in such payments can be made under commitments already entered 
into with farmers under the Conservation and Domestic Allotment 
Act of 1936 and the authorization contained in the 1951 Appropriation 
Act passed last fall. 

These and similar items must, of course, be examined by the appro- 
priate committees in order to be certain that such payments are geared 
into the stimulation of the production of needed agricultural com- 
modities, rather than result in the CES of surplus eo 


—————————— 


4 In the field of reducing expenditures, as well as in the field of raising revenues, the responsibility of Con 
gress is paramount, and mere lip service will not suffice Any cut in ip propri stions is bound to hurt some- 
one, and is bound to evoke cries of pain. There will be a great temptation to be generous in attaching 
“defense’”’ labels on nondefense programs. 

In order to pass beyond the lip-service stage, specific nondefense programs should be listed, in which sub- 
stantial savings can be made. I am one who believes there is considerable degree of overstaffing in most 
Government departments, that a large proportion of our expenditures for rivers and harbors is wasted— 
or at least cannot fairly be tied to the mobilization pr ogram—that Federal aid for secondary road con- 
struction should be curtailed, that irrigation projects should be slowed down, that economies in printing, 


travel, and transportation should be effected, and that farm subsidies should be reduced.—Senator Douglas. 
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commodities for the purchase of which, by the Government, 30 per- 
cent of customs duties are diverted by the act of August 24, 1935 

New obligational authority for Federal grants to States, which are 
carried in the budget for 1952 at a total of $2,883,000,000, should 
likewise be examined so as to maintain a balanced productivity and 
high-level national income. These Federal grants to States include 
public assistance, $1,300 million; maternal and child welfare, $33.0 
million; general and other public health assistance, $31.2 million; 
vocational rehabilitation, $23.0 million; national school lunch pro- 
gram, $83.5 million; low rent housing, $15.0 million; colleges for 
agricultural and mechanic arts, $32.0 million; postwar highway con- 
struction, $500.0 million; airport construction, $21.0 million; hospital 
construction, $75.0 million; agricultural extension services, $32.0 
million; agricultural experiment stations, $12.5 million. The general 
level of these programs should be reduced. 

To take but one example from among these. The new obligational 
authority of $500 million for Federal aid to highways was authorized by 
the Federal-Aid Highway Act of 1948. A substantial part of this pro- 
posed expenditure is for the liquidation of obligations already incurred. 
Another part is to carry through contracts for road construction to be 
made by the various State highway departments during the next fiseal 
year. The basic law authorizes the making of contracts and provides 
for compulsory apportionments of the appropriated funds among the 
States. An efficient highway system 1s essential to the efficient opera- 
tion of the economy. Accordingly, reductions in the Federal grant for 
the cooperative Federal-State highway program can be made wisely 
only after careful scrutiny. No programs should be authorized or 
expenditures made until the fact has been made certain that such 
programs or expenditures are necessary to keep the national economy 
moving at high speed and have a greater priority than the pressing 
need for reductions in Government spending. 

Moreover, the defense program now under way, it has been generally 
agreed, may last 10 to 20 years. If such be the case, expenditures for 
defense will make expenditures wholly unnecessary which were origi- 
nally undertaken for purposes of recovering from a depression. 
Authorizations for expenditures stemming from such legislation should 
be examined by appropriate legislative committees so that in a time of 
inflation we shall not be making appropriations which were authorized 
for the purpose of fighting deflation. Moreover, a survey should be 
made of all permanent appropriations and revolving funds with the 
objective of eliminating expenditures authorized under wholly different 
circumstances than those now existing. 


REDUCING THE COST OF LIVING 


In 1950 the United States free enterprise system operated at a level 
of physical output second only to that attained in 1944, at the highest 
hourly and weekly earnings ever recorded in industry. Stockholders 
received larger dividends “and business made notab ly higher profits 
than in any previous year in the history of business. But 1950 was 
also a year in which the business system of the country was rocked to 
its foundations by frenzied outbursts of consumer buying, by record 
construction and investment activity, by a fearsome military involve- 
ment in Korea, and by a succession of extensive moves toward speedy 
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defense mobilization. All of this resulted in a galloping inflation which 
has raised the cost of living and the cost of armament to new high 
peaks. 

The economic key, therefore, to the successful accomplishment of 
the national objective is to prevent further increases of the cost of 
living and of armament so that the pay-as-you-go system for national 
defense may be established and securely maintained. It will be im- 
possible to economize in Government expenditures for either military 
or civilian purposes if inflation and living costs continue to increase, 
thus making inevitable increased wage costs and increased delivery 
costs, to the people and to the Government, of the services and 
commodities they need. 

Inflation has not only knocked a hole in consumer budgets but has 
knocked out of the sky a large fraction of the airplanes our taxes might 
otherwise have bought. Or to quote a report of the Department of 
Defense reprinted in appendix 4, “In terms of the number of guns 
that can be procured with available funds, the effect of inflationary 
price increases is almost the same as if half the guns on order had 
been destroyed by enemy action.” 

The first attack on inflation must accordingly be made on the high 
cost of living for the masses of the people. The so-called freeze order 
of the Office of Price Stabilization has been explained as only a pre- 
liminary step. Roll-backs have been promised, but adjustments to 
date have been on the upward side. It has been explained that infla- 
tion, like an automobile going 60 miles an hour, cannot be brought to 
a full stop immediately by putting on the brakes—and much less 
thrown in reverse. The brakes to inflation having been applied, the 
time has arrived for positive action to stabilize and, without Govern- 
ment subsidies, to reduce the cost of living. 

One of the measures receiving emphatic endorsement from the 
overwhelming majority of the witnesses who appeared before this 
committee is increased taxation. It was uniformly urged as the 
most effective way to absorb the purchasing power which will inevit- 
ably continue to drive up the cost of living as shortages of supply of 
needed or desired commodities result from the diversion of industrial 
activity from civilian to military production. 

Purchasing power necessarily increases as the military program 
increases. Every man who leaves civilian life to enter the armed 
services ceases to produce civilian goods or services, but he continues 
to be paid; his purchasing power remains to become part of the upward 
pressure which demand exerts upon prices. So a defense economy 
with stepped-up production for military purposes and a traditional 
belief by a large segment of the population that great profits are to be 
gained in producing more goods for the Government has always been 
marked heretofore by inflation. Heretofore, when attempts have 

5 This report has given considerable emphasis both to the prospect of a long period of mobilization and to 
the need for increased production if inflation is to be combated effectively. 

Production is not increased overnight. Just as any business requires certain basic investments in its 
capital equipment if it is to expand production in the future, the Nation must also undertake certain basic 
investments in resource development or conservation which will only bearfruit in years to come. This in- 
cludes the development of human as well as material resources. 

Certain programs, while not necessarily bearing a “‘defense’’ label, represent such basic investments, and 
their delay may ultimately be far more costly to the Nation than the cost of undertaking them immediately. 
Examples of such programs are the construction of dams to generate hydroelectric power, and Federal aid in 
meeting the current operating deficits of medical schools, without which standards and quantities of medical 
education cannot but fail to slip backwards in the immediate future. These programs should be clearly dis- 


tinguished from, say, rivers and harbors programs which come nearer to being amenities during a period of 
mobilization.—Senators Sparkman, Douglas, and Benton and Representative Bolling. 
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been made to control prices without heavy increases of taxation, 
final payment has been made through increases of the national debt 
and inflation. This we cannot afford now for reasons already set 
forth. 

There seem at the present time to be special reasons, therefore, why 
some additional taxes should be promptly enacted, and not delayed, 
as ordinarily such action is quite properly delayed, pending action 
on appropriations. Increases in individual withholding rates are 
necessary to curb current excess consumer demand and increases in 
taxes on business and corporate profits are needed to reduce current 
excess business buying. Such increases in taxes may help to put 
a damper on price increases progressively gnawing away at civilian 
income and Government appropriations. Prompt action now may 
save billions of dollars later this year and tens of billions thereafter. 

But the fact should not be lost sight of that one of the most pa 
some problems now before Congress arises out of its uncertainty 
regarding the size and the cost of the preparedness program. ‘The 
budget contains an estimate of expenses in the fiscal year 1952 of 

$71,600,000,000, but the estimate for military expenditures like that 
for military appropriations had not yet been worked out in detail 
when the budget was submitted. It is highly desirable that all 
branches of Government agree substantially on the scale of Govern- 
ment expenditures which will be absolutely necessary, during the 
initial period of the preparedness program, in order that a compre- 
hensive tax bill may be written with some reasonable hope that it 
will serve the purposes of the country for 2 or 3 years. As a general 
principle, it is obviously not wise to engage constantly in piecemeal 
tax increases, first in one field and then in another. 

There is another reason why it is important that the maximum 
scope of Federal spending be agreed upon. At some point taxation 
itself becomes inflationary, even though the budget is balanced. 
If tax burdens are so great as to shock the sense of justice or equality, 
some Way is found to avoid them or to pass them on into higher prices. 
Just where the limit is, is difficult to judge, but it is to be hoped that 
the total defense expenditures be held to 20 percent of the national 
income, the balance of Federal expenditures, including veterans’ 
benefits and interest on the public debt, to 8 percent, and the State 
and local expenses to 8 percent of the national income. 

Such general limits are the more necessary the more closely the 
burden of additional taxes approaches the limits of taxable capacity. 
Thus, for example, whatever tax proposals are advanced for considera- 
tion should take cognizance of the fact that the people in the lower 
income brackets, that is to say, the people with incomes of $3,000 a 
year or less, are already overburdened, as is spelled out in the staff 
materials attached hereto, by the increasing cost of living and the 
present level of taxes. The Government cannot look to them for 


* In this respect, the responsibility is clearly fixed: Only Congress ce: wn raise _ necessary revenues to 
place us on a pay-as-we-go basis. It is all too easy for Congress t O sup port the principle of ‘‘pay-as-we-go”’ 
overwhelmingly and yet shy away from the unpleasant tas sk of raising enough tax« s, on the grounds that we 
do not know precisely what our revenue needs will be. While it is true ti it Government expenditures can- 
not be precisely forecast, the chances of avoiding at least a $10,000,000,000 cash deficit for t) fiscal year 1952 
are negligible unless additional revenues are raised. Therefore the Congress sh ould i proceed immediately 
as fast as the legislative process will permit, in enacting legislation to raise an adi ditions al $10, 00 ,000,000 in 
revenue. 

Such taxation will be a heavy load, but it will be less of a burden for society than ' & fas ilure to tax and the 
consequent credit and price inflation which would result. If matters are allowed r ~ 7 Government 
will probably begin to run a deficit by late spring of this year, and this deficit v ) large propor- 
tions.—Senators Sparkman, Douglas, and Benton and Representative Bolling. 
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any substantial new revenue. The new tax bill must be directed 
to absorb surplus purchasing power where it exists. In addition to 
closing loopholes, we need a tax system that seeks to eliminate all 
profiteering and to make impossible that this defense effort produce 
a new crop of war profiteers. 

But taxation is not enough. The familiar programs for priorities, 
for allocations, for control of credit and the like, all must be used. 
Even more than that. Legislative remedies must be sought to correct 
a condition that now exists by which prices increasing the cost of 
defense and the cost of living are geared to the industrial practices 
which have for years driven up the prices of industrial commodities. 
Farm parity, for example, is a device which was invented at the depths 
of the agricultural depression for the purpose of gearing the prices of 
agricultural commodities to the prices of industrial commodities. 
The prices of the products of the farm during the great depression fell 
like a plummet, but prices of the goods the ‘farmer bought were held 
relatively stable. The manufacturer reduced his production, but not 
his price. Although at first farm relief, and then World War II, and 
then maximum employment in the 5 years following the war, raised 
the agricultural producer to a more equitable standard of price 
compared with industry, yet the parity system continued to link 
agricultural prices to rising industrial prices. 

The Defense Production Act contains a provision which, in general, 
prohibits the establishment of any ceiling upon agricultural prices 
below parity, or below the highest price received by producers during 
the period May 24 and June 24, 1950. This provision is to be distin- 
guished from the agricultural price-support law which was enacted for 
the laudable purpose of maintaining stability of agricultural prices as 
compared to industrial prices. One cannot quarrel with the principle 
of the price-support law, the purpose of which is to maintain general 
parity between agricultural and industrial prices. It is an altogether 
different problem, however, to what extent the price-stabilization law 
should prevent price-control officials from holding the line on agri- 
cultural prices. It should always be borne in mind that the farmer, 
generally speaking, sells his commodities in a free market, whereas 
industrial commodities for the most part are sold in organized markets 
in which it is possible for industrial producers to maintain what the 
economist calls ‘‘administered prices.’”’ This explains why it was 
during the depression that agricultural prices fell while agricultural 
production was maintained, but in industry production was reduced 
while prices were maintained. 

The provision in the Defense Production Act therefore tends to 
gear agricultural prices to the highest level of industrial prices. The 
advisability of a reexamination of the provision of the Defense 
Production Act, from the point of view of its effect upon the fight 
against inflation, is clearly indicated. 

Likewise when in certain industries, such as the motorcar industry, 
the compensation of labor was based upon the cost of living, another 
escalator was brought into existence. However desirable such coop- 
erative arrangements between management and labor may be in 
ordinary times—and on that point no reflection of any kind is in- 
tended—one of the effects important for these times is that it serves 
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as a basis to push up prices.’ Congress itself has long used the same 
principle. Government pay has in recent years likewise been in- 
creased upon the justification that the Government worker, like the 
farmer and the industrial worker, was entitled to larger compensation 
because of the rising cost of living. 

Thus a challenge is presented to the Congress to modify, by eninee 
tive enactment, this engine of inflation which will continue to press 
constantly upward on prices unless we find the way to eae ie in- 
flationary spiral so that a just stabilization ratio may be attained 
between agricultural prices, wages, industrial prices, and profits. All 
must be stabilized on a just basis by the removal of every factor con- 
tributing to the inflationary spiral. 

To permit administered prices to be maintained in some important 
industries with undiminished force, to allow the resultant corporate 
profits to continue at present extraordinary levels, to try to keep farm 
prices by Government price-support programs on a parity calculated 
from such industrial prices, to allow escalator clauses a continue in 
force in w age contracts tying wages to the cost of living, to make price- 
ceiling adjustments on the basis of increases in materials and labor 
costs and thereby to raise further the cost of living—is merely to set 
up an unbeatable mechanism of built-in inflation that, however, 
endurable for a short war, could prove disastrous during a long pre- 
paredness period. As a minimum a waiting period of 3 or 6 months 
might be established before automatic adjustments are allowed to take 
place, such as that between increases in the cost of living and wage 
rates, thereby bringing somewhat greater stability and less frequency 
of change into the price-wage-cost picture. 

Effective attack on inflation has been so long delayed and inflation- 
ary pressures since Korea have gained such phenomenal heights that 
it is now imperative for Congress to act. Price freezes at the top levels 
reached after Korea, followed by adjustments and mark-ups to take 
care of increasing costs make imperative a careful congressional review 
of all existing legislation including stabilization programs and authority 
so that the cost of living may be reduced and inflation brought to a full 
stop. The public interest would be served by the early recommendation 
of legislation to Congress by the defense mobilization and stabilization 
agencies. No one can deny the great complexity eg the problems of 
price and wage stabilization but no time should be lost in definitely 
establishing the price line which must be held, 

The Defense Production Act of 1950, by which authority was 


granted to fix ceilings on prices and wages, terminates on June 30, 
1951. It is accordingly essential that the act be extended. The 
Banking and Currency Committees of the two Houses, after the 
enactment of the law during the last session of Congress, set up a 
special joint committee to observe operations under the law. The 
two Barking and Currency Committees, therefore, are already well 
equipped to receive and evaluate suggestions for amendments growing 
out of the experience of the stabilization agencies since the enactment 
of the law. 


7 Escalator clauses in wage contracts only attempt to permit wages to advance to meet price increases 
that have already taken place. Such wage increases that come about because of such clauses are the 
result and not the cause of these antecedent price increases.—Senators Douglas and Benton and Rey 
sentative Hart. 
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This committee regards the undue expansion of bank credit in recent 
months as extremely dangerous. It is unanimous in the belief that 
bank credit must be controlled if further inflation is to be avoided. 
Such control ought not to jeopardize the maintenance of an orderly 
Government bond market though it should be noted that if fear of 
inflation hinders the public sale of Government bonds at the agreed 
on rate so that the price can only be maintained by large-scale open- 
market purchases, this will in itself increase inflation. 

The committee notes with approval that the two great agencies most 
directly involved, the Federal Reserve Board and the Tres usury Depart- 
ment, have apparently cooperated in evolving a program of action 
genuinely accommodating and reconciling their sincere differences in 
point of view (briefly stated in appendix 5). Such techniques of quiet 
compromise are like ly to yield happier re sults for the country than in- 
tensive insistence on measures historically successful under different 
conditions whether of war or peace. The requirements of a long pre- 


paredness period are poorly served except by such cooperative, 
constructive innovation.® 


SOLUTIONS FOR A LONG PERIOD OF WATCHFUL PEACE 


Perhaps the most important fact that needs to be constantly kept 
in mind is that the situation now facing this country appears to be 
neither one of all-out war nor of peace. It may be rather a 10- or 
20-year period of two-way preparedness or arme ‘d alert, although the 
possibility should in no wise be ruled out that a relatively shorter 
period of extremely critical danger may lie immediately before us. 
Should, on the one hand, such all-out war come (may God forbid it), 
this Nation must be equipped to advance to full military strength in- 
side a few months rather than years. On the other hand, we must 
always remain ready for the day (and may it soon come) when we can 
again fully devote our loyalties and our energies to the ways of peace 
to which we so much long to return. 

The economic problems of a long period of armed alert cannot be 
met by indiscriminate application of the techniques useful either in 
war or in peace. We cannot afford the luxury of thinking with our 
memories. New problems require new solutions. Nor can we find 
the way out of our predicament by carping criticism of one another 
or by searching out and condemning one another’s economic and 
politic al sins. The way out lies along the road of quiet tolerance and 
patient cooperation. 

It is not enough merely to apply formulas that had a measure of 
success in World War II. Those that work well for a short period 
may fail utterly in a long period of less intensive effort. There is no 
solution of our long run economic problems in production for war. 





§ While the cooperative evolution of a program is always advantageous, the committee should not ignore 
the tremendous cost to the country incurred as a result of the delay in reaching an agreement between the 
Federal Reserve and the Tre ssury. During the 8 months following the outbreak of the Korean conflict, 
Government holdings of securities increased literally by billions of dollars—dollars which found their way 
into bank reserves, which the banks = d and pumped into the economy, and which were used to 
finance the post- Korean buying spree. The price of this delay makes it imperative that such delays be 
avoided in the future. 2 Sd 

In its report of January 1950, the Subcommittee on Monetary, Credit and Fiscal Policies urged the use of 
a vigorous monetary, credit, and fisca] policy. As long as policy is made through a political tug-of-war, the 
chances of evolving and effecting a vigorous policy are slim. 

One of the agencies, therefore, should be assigned primary power and responsibility in the event of a policy 
conflict affecting credit regulation. After extensive hearings and deliberations, the subcommittee recom- 
mended vesting their power in the Federal Reserve System, a full year before this controversy broke 
into full public attention. Since then, there have appeared no compelling reasons for altering this 
recommendation. Senators Douglas and Taft and Pepresentative Herter 
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Neither can normal techniques of peace be indiscriminately applied. 
For example, in the emergency ahead we cannot afford to fight inflation 
by the traditional method of directing controls toward reducing the 
general level of employment and productive activity. Ours is the 
harder job of keeping down prices while expanding employment and 
production toward maximum levels. 

Moreover, it is not enough merely to increase industrial capacity. 
Nor is it enough, in addition thereto, to develop natural resources 
with maximum speed and economy, and to direct public-works 
programs toward increasing farm output and industrial production. 
More is required. ‘To promote productivity means above all de- 
veloping and husbanding the most important resource which this 
country possesses: the potentialities, the skills, the loyalties of its 
workers, its farmers, and its businessmen, irrespective of differences 
of background, affiliation, status, and point of view. No nation can 
either be strong or prosperous in which groups mutually frustrate and 
exhaust each other by striving to gain position at the expense of the 
general welfare. 

Finally, this committee wishes to reiterate the increased necessity 
for alertness to preserve whatever competition can be preserved. 
‘There are many points, particularly during a long mobilization period, 
at which small and independent enterprise is imperiled. Almost 
inevitably the Government turns to large enterprises to secure a major 
portion of the munitions and other supplies it requires, as is clearly 
shown in appendix 6. During a short war such strengthening of 
existing tendencies toward concentration of output in the hands of a 
few firms is a necessary cost of the war. In World War II, the 
prosecution of violations of the antitrust laws, for example, was post- 
poned until after the war. 

But such extreme concessions to military necessity cannot be 
tolerated during a long period of preparedness. Far from granting 
exemptions or postponement of antitrust action, the Government 
must more vigorously than ever push programs to aid small business. 
Much more attention should be given to small business in the distri- 
bution of Government contracts, in the allocation of materials, in the 
granting of priorities, etc. We should make the fullest use of the 
mroductive facilities of small business. Particularly helpful would 
be the publication regularly, within the limits of security regulations, 
of information on distribution of defense contracts and subcontracts, 
on the rate of defense spending, on the areas of expansion and defense 
needs, and other mobilization activities. Every effort must be made 
to expand free, private, competitive enterprise all along the line, 
because economic freedom is usually the first casualty of a garrison 
state. In the long period of armed alert ahe ae this Nation cannot 
afford to set aside such long-run objectives as decentralization of 
political and economic power. We must seek to preserve free com- 
petitive opportunity, and to advance our political and economic 
freedoms. 

It will not do merely to pile the unsolved problems of war upon 
the unsolved problems of peace. In the long preparedness effort 
ahead, a much harder task must be faced—that of devising a con- 
sistent and comprehensive set of economic policies that will attack 
our economic problems on all fronts. This involves skillful coordina- 
tion of policies regarding production, military procurement, preserva- 
tion of small and independent business, governmental economy, taxes, 
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prices, cost of living, bank credit, debt management, manpower, 
and wages. 


COMMITTEE COMMENT ON THE PRESIDENT’S RECOMMENDATIONS IN THE 
ECONOMIC REPORT ® 


It is in the light of these principles that the recommendations of 
the President for economic legislation will be individually reviewed. 
These recommendations center around four essential goals: (1) Expan- 
sion of production; (2) extension of health services and education; 
(3) economic stabilization; (4) maintenance of international economic 
programs. 

Expansion of production 


1. Renew priority and allocation powers (p. 13, sixth paragraph). 

There will probably be little opposition to this recommendation. 
Until such time as the industrial capacity of the country has been 
expanded sufficiently to take on the additional burden of preparedness 
now necessary, allocations and priorities will be needed, but they 
should be guided by the fact that practices necessary in the frenzied 
haste of a shooting war may wreck the economy in a longer period 
of armed alert. Thus, for example, military manpower and material 
procurement programs based on the principle that the armed services 
will never be criticized for having obtained too much too soon, even 
though at high prices—such patterns of thought and action involve 
too great a disregard for the civilian economy to be tolerated through- 
out a long-run preparedness effort. Military hoarding of manpower 
and materials must be kept to a minimum. 

Make available more funds for loan program for expansion of 
productive capacity and supplies (p. 14, fourth paragraph). 

If such authority be granted it should be hedged in with rigid 
requirements of vital defense necessity. Precisely because this is an 
effort likely to last many years, the Government should not embark 
on an indiscriminate loan program. One of the major causes of 
inflation is excessive credit. Corporations and others have more 
liquid funds than ever before. Moreover business can secure the 
equivalent of V loans and procurement advances from the Depart- 
ment of Defense, techniques which worked with considerable success 
during World War Il. The cases in which additional Government 
money should be lent, while they may exist, should be clearly estab- 
lished.'°. The machinery for Government loan programs should be 
examined by the appropriate legislative committees to assure com- 
_— e with these rigid requirements. 

Authorize direct Government construction of industrial facilities 
Leatnn paragraph). 

While such might be necessary in an all-out war effort, it handicaps 
our long-run chances to maintain a maximum of free, private enter- 
prise and reduces our reliance upon the creative impetus of private 
initiative. We recommend against this proposal except in limited 
fields where clearly demonstrated to be necessary. 

. Authorize start of St. Lawrence seaway and power project (top 
of p. 15). 


oe 

*'Ihe page references in the paragraphs that follow are to the Economie Report of the President, trans- 
mitted to the Congress in January 1951 

10 Small manufacturers in particular, if they are to survive in a mobilized economy, must have the kind 
of access to funds for expansion which was rec ome nded by our Subcommittee on Investment in its report 
on Volume and Stability of Private Investment, Doc. No. 149, 81st Cong., 2d sess., March 1950, espe- 
cially pp 13-17.—Senators Sparkman, Douglas, cal Benton and Representatives Patman and Bolling. 
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Altogether aside from the debate over public power, such a pro- 
posal will have to be carefully examined to see how and when it 
can be fitted into the over-all Government program for national 
defense, the establishment of world peace, and the extremely heavy 
expe nditures now being incurred — these purposes.” 

5. Support nursery schools (p. 15, fifth paragraph 

This matter would seem to ce one for which local authorities are 
better equipped with the detailed knowledge and neighborhood lead- 
ership to do effectively. In special short-run emergencies caused by 
Federal defense activities, the problem of freeing mothers for produc- 
tive work may, however, be a national problem. The possibility 
of Federal help, including technical assistance and adequacy standards, 
should not be ruled out if studies indicate its value and if the costs do 
not seem excessive. 

Provide improved unemployment insurance protection for worke rs 
who take defense jobs in other States (p. 16, first paragraph 

The need for mobility of labor, and in particular for persons of 
scarce skills to move to areas in which vital defense jobs are being 
undertaken, no doubt will continue to exist. However, such mobility 
is likely to affect only a fraction of the labor force. Rather than 
disturb State unemployment insurance systems, normal incentives 
should be permitted to influence those who take defense jobs in other 
States.' is 

Provide housing and community facilities and services for defense 
workers (p. 16, second paragraph). 

In view of the large installations which were erected during World 
War II and the vigorous housing program of this Government which 
was partly instrumental in making the year 1950 the largest single 
construction year in our history, the need for ae ‘rmment provision 
of housing and community facilities can hardly be large for the Nation 
as a whole, although there will undoubtedly be special areas where 
new atomic energy or other defense installations will bring critical 
local problems bevond the power of such small communities to cope 
with. In such areas Federal aid will be necessary. 

But so far as the economy in general is concerned, private housing 
construction is being rigidly limited with respect to credit and mate- 





If, as the Director of the Office of Defense Mobilization, Mr. Char E. W n, has stated, the St 
Lawrence se was anak iceeeetiedaieh ia aa waar tas te ne ry to bring 1 frot to t! 
Great Lakes ports, to replace a gradually reducing supply from the Lake Su 
part of the defense effort.—Senator Taft 

lhe rapid expansibility of iron-ore sources in Minnesota was one of the primary fact that permitted tl 
United States to expand steel production rapidly in two world wa pa ! f { 
ore supply will be lost in a comparatively short time Soon ore in the amount 10 to llion to s year 
will have to be imported Alternative sources of open-pit ore, therefore, must be easily a ble to our 
teel industry if the long-range mobilization program is to be carried out economicall Phe new sources 
are now being developed in Venezuela and Labrador rhe latter source has the added advantage of being 
within the continental limits of North America which may be transported by inland routes without 
a Vital supply line to submarine warfare Without reflecting on ot! sources of iron o is lered 
good insurance to make Labrador ore accessible to our steel mills, over 70 percent of ingot-steel capacity being 
located in the Great Lakes area 

“These are the fundamental considerations,"’ Mr. Charles E. Wilson, Director of Defense Mobilization, 
testified before the House Public Works Committee on Februa ry 21, 1951, “that have brought me to the 
conclusion that the St. Lawrence seaway—in addition to its undoubted general contributior 
portation system—is essential if we are to put our steel pr \duction which to Say our entire n mn 
effort—on a solid and secure foundation. Without the seaway we shall become steadily m 1 le 
in this most strategic of all strategic industries. We must not permit that to happen 

rhe St. Lawrence project has the added attractive feature that, once stru i, 
revenue to the Government as both power and navigation investments he urne 
the Treasury. 

Under these conditions, it may well be that the seaway-power project should be prosecuted expedit 


Senators Sparkman, Douglas, and Benton and Representative Bolling 





2 We urge improvement in State unemployment insurance laws—both as a pe range 
proposition, and as a method of protecting those workers who may be serious] i j wily by 
curtailments in civilian production. Such liberalization was recommended by this committee's Subcom- 


mittee on Unemployment last year.—Senators Douglas and Benton and Representatives Hart and Bollir 


81651 m1 2 








14 JOINT ECONOMIC REPORT 


rials. Numbers of contractors are looking for jobs on which to employ 
their facilities. By adequate allocations and other measures not 
involving Federal governmental loans, the construction industry 
should be ine reasingly relied upon to take care of new needs as they 
arise. If additional Federal aid be granted, it should be hedged in by 
very rigid tests. An era of inflation is no period in which to extend 
more Government credit to enterprises to bid for scarce defense 
materials. 

8. Provide increased Government assistance to housing in defense areas 
(p. 16, third paragraph). 

Similar considerations should be carefully kept in mind with respect 
to Government assistance to housing. 


Health services and education 


9. Increase training of medical personnel (p. 16, sixth paragraph). 
4 Expand local public health services (p. 16, seventh paragraph). 
Provide general aid to States for school operation and maintenance 
- 17, second paragraph). 

It is recognized that proposals to provide increased training for 
medical personnel, to improve local health services, and to provide 
general aids to States for school operation and maintenance are de- 
signed to promote defense expansion by improving human resources 
and human productivity. So far as Federal participation is con- 
cerned, however, these proposals probably will have to be delayed 
but only for a minimum of time and subject to frequent and careful 
reexamination. The Government has undertaken so large an arma- 
ment program, and the prosperity generated thereby has in turn so 
greatly aided the budgets of various State and local governments, that 
the traditional local methods of financing education and medical aid 
and public health shouid again be more fully relied upon. In a period 
of inflation and long-run strain upon the Federal exchequer, the role 
of the Federal Government with respect to State governments might 
well be reversed, leaving the practice of Federal aid to States in 
abeyance. The long period of preparedness ahead is the time for 
maximum State and local assumption wherever possible of local gov- 
ernmental burdens, including local defense programs.” 


ras ic stabilization 

Adopt additional tax measures to finance the cost of national 
de = nse on a pay-as-we-go basis (p. 17, fourth paragraph) ; specifically, 
corporation tares, indwidual income taxes, excise taxes, and close 


loopholes in existing tax legislation (p. 17, seventh paragraph and top 
of p. 18). 


This committee emphatically endorses the proposition to put de- 
fense on a pay-as-we-go basis. It, in fact, would wish to go further. 


13 If we were facing a period of all-out mobilization, expenditures for these programs could perhaps be de- 
layed without irreparable deterioration of our health and education levels. But it has been generally agreed 
that we must plan in terms of a 10- to 20-year period of defense mobilization, during which time a whole 
generation of children will mature. In dealing with the immediate problems connected with transferring 
& part of our resources from peacetime to military use, we should not neglect the necessary needs of the 
civilian population, nor be persuaded that their needs are less urgent simply because we must expand our 
Armed Forces. As a matter of fact this expansion wil] increase the need for trained medical personnel by 
both the civilian population and the Armed Forces. Large deficits of medical schools, merely to meet their 
current needs, are upon us now, and the defense effort will directly cause a demard for increased numbers of 
doctors. Federal aid to medical education should, therefore, proceed without delay. Then, too, the post- 
war growth in our juvenile population has been phenomenal. Accounts of overcrowded classrooms and 
first- and second-graders going to school in shifts are legion. The need ofthe States for financial assistance to 
expand their school systems to provide for this new generation has been well documented before committees 
of Congress and elsewhere. We believe that we should apply Federal funds to provide adequate educa- 
tional facilities for the children who will be growing up during this long-term period of armed alert.—Senators 
Sparkman, Douglas, and Benton, and Representative Bolling. 
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It feels that the defense garment should be cut to the revenue cloth. 
Measuring with care the things that must be done, Congress, short of 
all-out war, should make no military appropriation unless and until 
adequate Federal tax revenues are definitely in sight. In a long period 
of heavy defense expenditures such as now faces us, there does not 
exist the urgency to spend first and then look around and see how 
much the Government will need to borrow in order to pay its bills. 
Instead, total Federal governmental spending for defense, including 
not only the military items but also foreign aid, atomic energy and 
other noncivilian programs, should be limited to a figure not in excess 
of 20 percent of national income. In a long period of armed alert 
ahead, lavish military expenditures might readily wreck the economy 
if not limited to ceiling levels. In the fiscal year 1951-52 the levels 
advocated in the budget message of the President represent in our 
judgment an absolute maximum."* 

Revenues from proposed taxes must be estimated with extra caution 
and conservatism. All groups should over a long period bear their 
fair share of the new tax burden. Loopholes should be closed, 
including new ones that may arise under the defense program. 

The National Production Authority in a press release of March 3, 
1951, indicated that 3,319 applications for tax-amortization deduction 
certificates had been made, and 447 certificates issued, totaling nearly 
$3 billion. It seems probable that, in order to minimize liabilities 
under the regular corporate income and excess profits tax, corporations 
and other businesses may have applied for and been granted certifi- 
cates of eligibility for tax-amortization deductions with respect to 
facilities which may have been planned and begun in many cases 
months before the war broke out in Korea.’ Until there seems a 
more imminent danger of all-out war soon, we recommend that 
appropriations for military defense be limited to the amounts we are 
willing to raise in taxes."® 

13. Consider increased social security contributions (p. 20, first 
paragraph). 

This committee agrees that increased social security contributions 
should be considered. In fact, in order to provide a damper on 
inflation, the levy for social security purposes might well be in- 
creased earlier than is now contemplated in existing legislation. 





4 We are opposed to this recommendation. It states that ‘‘the defense garment should be cut to the 


1 the rev 

enue cloth.”” In our judgment, the revenue garment shou!d be cut to fit the defense cloth. Furtt ere, 
we oppose the level of defense spending in the President’s budget as an absolute maximum. We v need 
more. We may even need to build up our defense to a greater degree than present plans call for, Freedom 
is more important than opulence and without freedom opulence will acisappear.—Senators Douglas and 


Benton and Representative Bolling. 

18 The widespread practice of granting accelerated amortization for plants which will expand capacity is 
susceptible of great abuse, and needs to be carefully checked. The immediate effect of sucl 
privileges is to deprive the Government of tax revenues at the very time when the tax | en is likely to 
be heaviest, and to transfer tax payments to later years when presumably the rate of cory and excess 
profit taxation will be much lower. This will be an unearned gain for firms constructing plants which will 
be used for peacetime production if and when the war emergency ultimately subsides 


imortization 














The principle of accelerated amortization is valid only to the extent that it covers investments which 
will have no permanent usefulness. If it is true, as the committee indicates it may be, that amortization 
certificates have actually been approved for facilities which were either planned or begun before the out- 
break of the Korean conflict, this practice should be stopped immediately In the case of appli s for 
the accelerated amortization of expanded steel or aluminum, or other ba productive facilities plea 
can be made that there is likely not to be a permanent market for the added steel or aluminum to be pro- 
duced by these facilities during the postemergency period. This is an assumption that can hardly be firmly 
documented, since past experience has shown that for such basic commodit l 1i- 
num, uses grow as fast or faster than production. 

In view of the immediate harmful effects of liberal amortization privileges, outlined a ‘ ‘ a] 
Production Authority would be wise to follow an extremely conservative policy for the moment, ter- 
mining the percentages of basic facilities investments for whic nt If 
following the emergency, the Congress finds that there is, in fact » tl 1 


facilities, it can then devise a means of compensation for the war-connected 
Senator Douglas and Representative Bolling. 
6 For Senator Benton’s comments on this point, see his supplementary statement of view 
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Authorize credit controls on purchase of existing homes (p. 18» 
oak paragraph). 

The extension of rigid credit controls to the purchase of existing 
means is vitally needed in a period of inflationary credit buying. 

Authorize control of speculative trading and of stronger regula- 
tion pe commodity exchanges (p. 19, third paragraph). 

The course of commodity prices during 1950 has demonstrated 
again that the cost of living, not to speak of costs of production in 
ge eneral, should be freed from uninformed and indiscriminate specula- 
tive manipulation. Wise controls might well be instituted to bring 
stability in such markets. 

16. Extend and strengthen rent-control law (p. 20, fifth paragraph). 
It seems clear that if rent controls are continued, some owners of 
rental properties, particularly those who own small properties, will 
find their costs increasing with current inflation and in rent-control 
areas will be unable to secure compensatory rental revenues. Since 
the imposition of rent controls in 1941, prices of all items have in- 
creased on the average nearly 70 percent. Housefurnishings have 
increased 91 percent. Fuel, electricity, and refrigeration have 
increased 41 percent. Meanwhile, rents have gone up only 18% 
percent. ‘This situation has heretofore been justified on the basis that 
rent controls would be temporary. But this disparity between costs 
and income must be taken into account in enacting further rent-control 
legislation. 

The abolition of all rent control, however, could do serious damage 
particularly to renters in the lower income brackets. Since it is a 
problem that lends itself readily to State and local legislation, a 
continuation of the principle of the present law leaving the initiative 
insofar as possible in the hands of the State and local governments may 
prove adequate. This problem will have to be studied by appropriate 
committees of the Congress." 

International economic programs 


17. Provide for continuing military and economic aid to free nations, 
including programs for underdeveloped areas (p. 21, first paragraph). 
There is danger that the inflation which already exists abroad 
will be increased still further by undertaking vigorous programs for 
international investment at this time. When economic aid is extended 
it should not be hog-tied to military objectives, but should to the maxi- 
mum extent feasible represent the assistance which one freedom- 
loving people extends to others seeking to find and travel their own 
roads toward winning similar freedoms for their own peoples. All 
such programs should be well within the capacity of the countries 
concerned to undertake, and be programs which they want to achieve. 

18. Extend pewer to control exports (p. 21, third paragraph). 

For a limited period of time the power to control exports will no 
doubt be needed in order to conserve the supply of vital materials 
that are used for defense within the United States. 

19. Extend Trade Agreements Act (p. 21, fourth paragraph). 

The extension of a program which has operated with some measure 
of success for many years is but a continuation of the effort of this 
country to encourage all free nations freely to do business with each 


17 We feel that astrong Federal rent-control law should be enacted, similar to that in existence during World 
War II.—Senator Benton and Representative Hart. 
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other, modified, in so far as necessary, by international agreements 
affecting commodities in short supply. Such agreements may be 
required in all countries cooperating for mutual defense in order to 
control the drain on scarce resources, channeling them to uses most 
vital for defense purposes. The House of Representatives has already 
passed an extension bill which is now being considered by the Senate 
Finance Committee." 

20. Simplify customs laws and procedure {P. 21, fourth paragraph). 

Any simplification that can be brought about in customs le cislation 
should, of course, be achieved so that commerce may flow unobstructed 
by needless “red tape” or bureaucratic harassment. 

21. Waive import tax on copper (p. 21, fourth paragraph). 

To impose barriers on any vit ally needed material, and in particular 
on so important a defense item as copper, is to hamper the defense 
effort. All governmental barriers which tend to restrict the deflation- 
ary inflow of productive resources from abroad are, in the long period 
of defense mobilization ahead, a luxury which we cannot afford to 
maintain. 


STATISTICAL GAPS AND THE WORK OF THE COMMITTEE 


The committee wishes to reiterate its continuing interest in, and 
support of, efforts to fill the statistical gaps in the Government’s 
program of economic information. In along period of high level out- 
put and preparedness the economy cannot afford to permit the defense 
agencies to hamstring the collection and publication of economic in- 
formation on sec urity or other grounds valid only during a major 
fighting war. Appendix 7 provides a brief survey not only of the 
progress made during the last year but of new complications presum- 
ably introduced because of security regulations and defense activities. 
A similar precis of the research studies now under way or projected by 
this committee is given in appendix 8 together with a list of recent 
committee publications. 





§I would omit all except the last sentence in this paragraph Representative Herter 

In the present state of world unrest with so many area “d pendent upon the United States for nic 
rehabilitation as well as military aid the Trade Ag reé amet its Act seems to me to be little more than asymbol. 

lhe reestablishment of world commerce upon an international scale must necessarily await international 
political stabilization. The concept of reciprocal trade is one » whic h is necessarily bound up with the con- 
cept of nations and peoples living in peace and amity and until that condition has been attained there is 
little prospect that mutually beneficial trade agreements can be writtet The United States ha ven 
ample evidence of its willingness to cooperate with all the peoples in the world for the reestablish f 
peaceful relations and it is to be doubted whether a failure to extend the Trade Agreements Act could be 
reasonably interpreted anywhere as an indication of any desire on our part for economic isolation. More- 
over, the Act has always been subject to the criticism that it constitutes a far-reaching delegati f cor 








SUPPLEMENTARY VIEWS AND STATEMENTS 





Supplementary views of Senator Benton 





Production 


I believe we must place even more emphasis upon expanding pro- 
duction than if we were in an all-out war. This is because we now 
have a larger part of our resources to devote to the expansion of pro- 
duction than if we were in an all-out war. And it is because only 
through the expansion of production can we create a sufficiently strong 
industrial base to be ready for whatever dangers may come in the 
future, or for bearing the defense burden with less strain if these 
greater dangers are successfully averted. 

Our productive power is our greatest economic asset. It is what 
distinguishes us most from the rest of the world. In the long run, 
more and more production is the key to sustaining the defense burden 
without crippling the whole economy. It is the key to servicing a huge 
national debt, and in time to reducing that debt, without a crippling 
rate of taxation. It is the key, in the long run, even to the conquest 
of inflation—even though, in the short run, the efforts to expand pro- 
duction may add to inflationary pressures. 

A major feature of strengthening the economic base is the expansion 
of industrial capacity. Another major feature is the development of 
sufficient machine tools and equipment. Still another major feature 
is the provision of enough tools and fertilizers to maintain and build 
up farm production. Other major features include the strengthening 
and further modernization of our transport facilities, and the develop- 
ment of more power—private wherever possible, public in some 
instances. 

This build-up of the economic base cannot be achieved solely by 
saying that so much of our resources be devoted to military purposes, 
and that the balance be left for utilization by the civilian economy 
according to a normal peacetime pattern. If $50 billion be taken out 
of a $300 billion economy, the way in which the other $250 billion is 
to be used is immensely important. Relatively more must be devoted 
to the industrial build-up, and relatively less to ultimate consumption, 
than in normal peacetimes, at least for the next 2 or 3 years. This is 
the only way to prevent a permanent impairment of our standards of 
living, in view of the long and sustained defense burden. Furthermore, 
it is not enough to say that we must stimulate investment, increases of 
capacity, tools, and techniques. The current or potential short areas 
must be identified, so that materials and manpower are made available 
in these areas, while less essential areas are cut back. There must be 
a bold and vigorous “programming” to accomplish this objective, with 
particular attention to the vital role of small manufacturers in our 
economy. And this objective must be stated clearly in factual terms, 
for when it is so explained to the people they will understand its 
importance, realize why restraints must be placed upon consumption, 
and look forward with hope to the ultimate lifting of these restraints 
as a strong and imaginative production program lifts our total national 
output to new heights. 
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The fifth annual report of the Council of Economic Advisers, 
entitled, “The Economics of National Defense,” and the January 1951 
reports of the President and of the Counc il, place great and proper 
stress upon comprehensive and consistent programming of needs and 
the matching of these needs against available and potential supply 
lines. Ina time of acute shortages, it is only by careful programming, 
as we learned at such great cost during World War II, that the sepa- 
rate fragments of economic policy can be blended together into a suc- 
cessful total effort instead of competing and conflicting with each other. 
Only by defining our basic objectives clearly and realistically with a 
long look ahead can we develop effective policies to accomplish these 
objectives. Not only production programs, but also tax programs and 
control programs, must derive their guidance from this kind of pro- 
gramming because controls to influence the - of resources can be fully 
effective only when we know what kind of resource diversions are 
called for by the defense effort. 


Economy 


The problem of economy in public outlays in these times is complex. 
It cannot be settled by any simple rule of thumb. Either the expendi- 
tures seem desirable now because they were desirable in the past, or the 
expenditures seem undesirable now because we have moved into a new 
type of situation. Ina defense economy, we must maximize both our 
military strength and the productive machinery—both inanimate and 
human—which supports that military strength. But crippling the 
programs which serve this purpose, whether they be military programs 
or civilian programs, would be penny-wise and pound-foolish. On the 
other hand, our resources while great are not limitless; and we should 
put first things first. There are thus many things which we must 
eliminate or postpone. In general, the recent reports of the Council 
of Economic Advisers establish sound criteria for distinguishing be- 
tween essential and nonessential expenditures in a defense period. 
But it is up to the Congress to apply these criteria to the precise and 
careful scrutiny of individual appropriation items. 

In distinguishing between useful and wasteful expenditures, not 
only Government programs but also private outlays must be consid- 
ered. A public outlay is not the only type of outlay which can be 
wasteful or inflationary in these times. In cutting down on non- 
essential and inflationary expenditures, both the private and the pub- 
lic side of this problem must be vigorously attacked. Where other 
considerations are equal, it is the responsibility of the Government to 
practice economy in its own house before it preaches economy else- 
where. But private expenditures for luxuries and nonessentials, 
either by business or by consumers, should not be given priority over 
those public demands upon our resources which are essential to our 
national strength. Since the Government in times of crisis, through 
both direct and indirect measures, has the power to curb or to stimu- 
late both private and public spending, it must try to view the whole 
picture and seek to base its action upon the priority of national needs. 
Private spending for investment in productive tools which produce 
armaments is obviously of higher priority than some types of peace- 
time private spending. But public spending to support the military 
and civilian components of long-range military and economic strength 
is just as obviously of higher priority than private spending for non- 
essential construction and for luxuries. A sound economic program 
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must eliminate nonessential and inflationary spending, both private 
and public, and must sustain and help to direct that spending, both 
private and public, which fits into the objectives of the whole economic 
mobilization program in this period of acute shortages. 


Inflation and the cost of living 

There are some who believe that a little inflation is necessary, that it 
will help rather than hinder production. 

One trouble with this easy doctrine is that we have already had 
more than a little inflation. Another obvious difficulty is that. if we 
consciously aim at a little more inflation, we are almost certain to get 
a lot more inflation. This policy not only risks the creation of wide- 
spread misery and cynicism among those unorganized groups who are 
unable to keep up with an inflationary spiral, but also disrupts the 
productive potential of the American economy. 

It is now regarded as axiomatic that the only sound way to deal with 
inflation and the cost of living is through a broad program of economy, 
taxation, credit controls, priorities, rent control, savings, and price- 
wage measures. While considerable attention has been given to each of 
these measures, special emphasis should be placed upon (1) the en- 
couragement of savings and (2) the development of a much more hard- 
hitting and realistic program first of price and secondly of wage 
controls. 

Encouragement of savings 

The case for a national program to encourage savings has been ex- 
pertly put in a recent publication of the Committee for Economic 
Development, entitled “Conditions Necessary for Effective Price- 
Wage Controls” (February 1951). 

The CED analysis first makes a strong case for governmental econ- 
omy, for a balanced cash budget by the latter part of calendar 1951, 
and for restraints upon the expansion of bank credit. ‘The CED 
statement then makes the following proposal: 

A national program of education is needed to bring home to our people their 
individual responsibility to save. As part of such a program we should enlist the 
cooperation of the leadership that exists in our communities. The Government 
should cooperate by instituting an aggressive campaign for the sale of savings 
bonds. The program should be more than a drive for savings bonds—all forms 
of savings should be encouraged. 

The total earnings of American consumers are bound to rise as a 
result of the defense mobilization program—due to increased employ- 
ment, longer hours, and inevitable increases in wages and salaries. 
No matter how much of these earnings we take away from people in 
new taxes, nor how strongly we clamp down upon them through 
controls, these earnings after taxes will nonetheless rise substantially. 
One of the best ways to prevent them from contributing to the 
inflationary spiral is to encourage people to save for the future. 

Thus far the administration has not started a major effort to sell 
Savings Bonds. A successful effort would in fact have been difficult 
during the last 8 or 9 months. One does not have a very appealing 
case if he asks people to save at a rate of about 3 percent a year while 
the value of the dollar is declining at a rate of about 1 percent a month. 

But now that more vigorous efforts are being made to fight inflation, 
now that it becomes possible to hold the line on the cost of living, the 
initiation of a major Savings Bonds campaign should no longer be 


delayed. 
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It is difficult to see how a well-rounded anti-inflation program can be 
developed unless this eminently practical proposal is accepted. 


Cost of living 


A major need is for a well-rounded stabilization program that deals 
firmly with business prices, farm prices, and wages. This will require 
sacrifice from every group. 

It is idle to talk about stabilization on the wage front or on the farm- 
price front unless much more dispatch and firmness is demonstrated 
on the general front of price stabilization. This will necessarily 
compel many business concerns to absorb rising costs out of profits, 
with due flexibility in the case of new and growing businesses. Unless 
such a policy is adopted, the price-control system will include a built-in 
escalator for business prices which will be at least as dangerous to the 
entire economy as the various escalators that affect farm prices and 
wages. If business prices are stabilized, the problem of dealing with 
wage increases based upon cost-of-living arena nts and farm-price 
increases based upon the parity concept will be reduced to manageable 
proportions and can be met with greater justice and firmness. 

The Government’s basic objective should thus be to establish a price 
line that can be held and then to hold the line. 

The provisions of the Defense Production Act that provide the 
basis for price and wage control expire by June 30. If this legislation 
is to be extended—as it must be—it seems reasonable to expect that 
by that time at the latest its administrators will have been able to es- 
tablish a clear-cut hold-the-line policy and program. 

If price control is to make its contribution to a broad stabilization 
program, tt is essential that the present type of price control be supplanted 
by dollars-and-cents ceilings that can be posted by sellers and identified 
by consumers. While this cannot be done in every field, it should be 
done wherever practicable. It will make a major eines toward 
consumer enforcement and reduce the need for a large enforcement 
staff on the Government payroll. 

It may also be questioned whether such stabilization can be achieved 
without selective subsidies, as were found necessary during World 
War II. 

Selected subsidies have already been authorized in the Defense 
Production Act as a means of expanding the production of essential 
metals and minerals. Somewhat similar provisions are needed with 
respect to agricultural commodities. 

Many farm prices have already reached parity and are under control. 
Here the major need is sound administration and sound enforcement. 
Yet in some cases a small amount of subsidies may be needed to keep 
high-cost processers in operation. 

In other cases, prices have not vet reached parity, and under the 
present provisions of the Defense Production Act cannot yet be 
controlled. Here again some limited subsidies will be needed—to 
help hold the line on the cost of living and at the same time to give 
farmers adequate incentives for production and a fair share of the 
national income. 

There might also be some merit in establishing a waiting period of 
3 or 6 months before automatic increases in farm prices are allowed to 
take place under the parity formula. But if such a de vice merely 
served to give us a series of increases in farm prices every 3 or 6 months, 
it would be of little help in fighting inflation. The real need is for 
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soundly conceived controls, genuine enforcement, and a limited amount 
of cost-of-living and production subsidies. 

It is important for all Americans to realize how a small minority of 
chiselers and profiteers, if given leeway, can break down the entire 
stabilization effort. It is all too easy to find loopholes or ambiguities 
in a price regulation and then to use these loopholes or ambiguities as a 
means of breaking down price control itself. 

It is imperative, therefore, that both Congress and the Executive 
make it perfectly clear that they stand squarely behind an effective 
enforcement program and that they will not tolerate profiteering or 
chiseling of any variety. Where examples of profiteering or chiseling 
are brought to the attention of the Congress, they should be investi- 
gated with as much vigor as the Congress has investigated subversive 
activities, gangsterism, and political corruption. 


Tax revenues 


Furthermore, I believe that the committee statement “until there 
seems a more imminent danger of all-out war soon, we recommend 
that appropriations for military defense be limited to the amounts we 
are willing to raise in taxes”’ fails utterly to take account of the critical 
short-term danger of all-out war. It is wholly keyed to the longer 
term tension, which may last 10 to 20 years even if we overcome the 
immediate threat. This threat must be met with all urgency. Mili- 
tary defenses cannot wait on the legislative jockeying and political 
compromising involved in putting new tax laws on the statute books. 
For these reasons also, it is likewise unsound arbitrarily to limit new 
defense expenditures to a fixed sum or to a rigid percentage of our 
national income, particularly in the first two or three critical years. 

If Congress fails to enact a tax program that is sufficiently large, 
we face a most unhappy dilemma. But shall we compound our failure 
by deciding to have a military program that is likewise too small? 

It must be remembered that military authorizations and expendi- 
tures can be stated in definite terms but estimates of revenue to be 
obtained from a tax law are guesses that can prove wrong by as much 
as several billion dollars. If a revenue estimate turns out to be 
$3,000,000 ,000 too low—and many revenue estimates have so proved— 
the United States would, under the policy here recommended, be in the 
ridiculous position of stating that we could have had and should 
have had $3,000,000,000 more of airplanes, tanks, and guns—but 
that we failed to get them because somebody in the Treasury Depart- 
ment made a bad guess on estimated revenue. 


“é 


International economic programs 

Foreign aid.—As soon as we probe below the surface of the current 
dangers to our security it becomes perfectly clear that the foreign aid 
required to deal with them should not be limited to military assist- 
ance. The sound approach, combining military strength with eco- 
nomic strength, is outlined in the following statement on page 12 of 
the President’s Economic Report: 

There is no water-tight distinction between military assistance and economic 
assistance. Our friends abroad need both. For their military efforts to be strong, 
their economies must be strong. When we contribute to their military strength, 
we leave more of their own resources free to improve their economic strength. 
When we contribute to their economic strength, we leave more of their own re- 
sources free to build up their military strength. The relationship between the two 
types of assistance should be determined realistically on grounds of efficiency, 
not by arbitrary labels. 
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a 


The programs of economic assistance thus far undertaken have added greatly to 
the strength of other nations friendly to us—nations believing in freedom and 
justice. This gain could be dissipated, if the military build-up which they must 
now undertake should weaken their economies. 

The close connection between a nation’s economy and its military efforts make 

it impossible for peoples to be allies on one front and strangers on other fronts. 
When we join together for military purposes, we must also cooperate for economic 
purposes. When we consider jointly the distribution of armed forces, we must 
consider cooperatively the use of strategic economic assets. 
The most immediate problem we face is to secure an expansion in pro- 
duction of commodities which will be scarce in relation to essential 
needs. This means greater concentration than we have had in the 
past on programs yielding quick results in the form of military items 
and raw materials. In some cases, however, it means projects which 
will yield their results only after a few years. In still other cases the 
common security can be greatly strengthened by expanding produc- 
tion even of goods unrelated to military stre ak if these goods im- 
prove economic and social conditions. The de velopment of pro- 
ductive capacity in all the free countries is a vital factor in the com- 
mon strength, both directly as a source of goods acquired for the de- 
fense effort and indirectly as a means of improving their economic 
strength and increasing their stake in maintaining their independence 
and the free way of life. 

Without question all such programs should be programs which the 
other countries concerned want to achieve and to which they should 
make an active contribution. 

Extend power to control exports —The power to control exports will 
be needed not only to conserve the supply of vital commodities used 
for defense within the United States but also to guide the direction of 
exports so that the most essential requirements of security and all the 
needs of friendly and cooperating countries are met before nonessential 
uses. 


Waiver of import tax on copper.—The imposition of barriers on any 


\ 


vitally needed material hampers the defense effort, as the report states. 
Such barriers are worse than a luxury. They provide no national 


benefits whatever but simply involve a waste by concentrating the 
effort on getting resources inefficiently while allowing resources which 
‘an be obtained more efficiently to remain partially unused. 


Supplementary views of Senator Watkins and Representatives 
Wolcott and Herter 


We are pleased to note the marked shift in position and emphasis 
of the majority as compared with their previous reports. ‘This is 
particularly true in regard to their rejection or curtailment of Gov- 
ernment spending programs, wherever possible, the achievement of a 
balanced budget, and the stated recognition of the financial limitations 
as to what the Federal Government can do, both in military spending 
and civilian programs, without creating run-away inflation and en- 
dangering our efforts to defend ourse!ves militarily. We concur with 
the majority when it says, ‘‘that existing laws may have to be altered 
or repealed if major economies are to be effected in nondefense spend- 
ing,”’ just as we seriously challenged previous reports recommending 
a vast array of new and expanded expenditures. In the 1950 minority 
report we stressed the need for changed fiscal, monetary, credit, spend- 
ing, and lending policies which were inevitably carrying the Nation 








24 JOINT ECONOMIC REPORT 


toward inflation and financial chaos, and warned that the ‘result of 
‘spend-thrift’ government places us in a most vulnerable position with 

the first downturn in economic activity, or any crisis we may be called 
upon to face.” 

We believe the recommendations of the report recognize, though 
belatedly, the thin margin of safety left in our economic structure 
as a result of unsound and too-long continued fiscal, monetary, and 
other national economic policies. In accord with the positions con- 
sistently taken in previous minority reports, we, therefore, join in 
the specific recommendations of this report, with such footnote 
modifications we have individually indicated. 

Aside from the section on recommendations we find many state- 
ments, conclusions, and implications in the report to which we cannot 
subscribe. In their context they contribute little, if anything, to 
constructive analysis or understanding of current economic problems, 
and they often create ambiguity and confusion as well. Accordingly, 
our agreement with the section on recommendations does not consti- 
tute general approval of all the language of the report. 


Statement of Representative Boggs 


I wish to make it clear that I was not appointed to committee 
membership in time to participate in any of the committee hearings 
or deliberations, except three brief executive sessions called after this 
report had been drafted. Therefore, it would seem improper and mis- 
leading for me to join in this report. 

| would like to observe, however, that I have noted the marked shift 
in position of the majority views as compared with previous reports. 
This is good, especially in regard to Government spending programs 
and the recognition of the dangers of inflation. 


Chairman’s Acknowledgment of Cooperation by Members of 
Committee and Staff 


It seems appropriate for the chairman to make acknowledgment of 
the cooperative spirit in which the members of this committee and of 
the staff have worked in the preparation of this report and in the hear- 
ings that preceded it, to develop a strong factual basis for an under- 
standing of current economic problems. 

This appreciation is in no wise diminished by the footnotes or the 
supplemental views, nor indeed by the reluctant concurrence of our 
colleagues of the minority, Senator Watkins and Representative 
Wolcott and Representative Herter, who seem to detect “a marked 
shift in position and emphasis by the majority as compared with their 
previous reports.’”’ The chairman is constrained to remark that this 
committee exists by virtue of the Employment Act of 1946, the pur- 
pose of which is to declare and implement the responsibility of the 
Federal Government “ to promote maximum employment, production, 
and purchasing power. 

How well previous economic policies have worked toward the accom- 
plishment of these aims is indicated by the fact that instead of serious 


unemployment following the end of World War II, the snes y under 


this act and congre essional policies in harmony with it, has enjoyed 





- 64 se A Awe todo 


——— a 


a > 


of 
od 


re 
aid 


in 
te 


tee 
ngs 
his 
nis- 


hift 
rts. 
ums 


yf 


t of 
d of 
ar- 
der- 


the 
our 
itive 
rked 
their 
this 
pur- 
T the 
tion, 


com- 
rious 


inder 


oyed 


JOINT ECONOMIC REPORT 25 


maximum employment ranging from 58,000,000 employed in 1947, on 
a monthly average, to a monthly average of practically 60,000,000 in 
1950. The Federal Reserve Board index of industrial production has 
risen from 170 in 1946 to a monthly average of 200 in 1950 and, indeed, 
219 and 218, respectively, for January and February 1951. National 
income has risen from 180.3 billion dollars in 1946 to 236 billion dollars 
in 1950, and corporate profits before taxes have risen from 2 
dollars in 1946, to no less than 40.2 billion dollars in 1950. 

The ‘‘shift of position and emphasis” seen by our three colleagues 
is no shift at all; it is merely a recognition of the fact that when the 
Government, under the necessary impetus of an expanded prepared- 
ness program, is forced to incur unusual expenditures for national 
defense, no logical basis remains to continue expenditures which were 
wholly justified at a time when the objective of government, largely 
supported without partisan division, was to expand employment, 
production, and business enterprise. The simple theory of this report 
is that the Government, when fighting inflation, must necessarily 
adopt an economic policy different from that which is wholly justi- 
fiable when it is endeavoring to fight deflation. 

It is worthy of note that this report is exactly the same in principle 
as the unanimous report which this committee rendered last July, 
when it took the lead in recommending increased taxation, rigid 
governmental economy, and a pay-as-we-go policy, 


Korean War. 


3.5 billion 


to carry on the 


JosEPH C. O’Manoney, Chairman. 








SUPPLEMENTAL STAFF MATERIALS 


(These materials have been prepared by the committee staff. It is to be 
clearly understood that neither the committee nor the individual members are 
in any way committed to any of the views expressed or to any of the conclusions 
that may seem to follow, directly or indirectly, from any of the analyses or statis- 
tical data selected for presentation. These materials supplement the staff reports 
recently issued by the committee, entitled, ‘‘The Economic and Political Hazards 
of an Inflationary Defense Economy,’’ ‘‘General Credit Control, Debt Manage- 
ment, and Economic Mobilization,’’ and ‘‘Underemployment of Rural Families.’’— 
Senator O’ Mahoney, Chairman.) 

(In signing the foregoing report, I wish to make it clear that I do not approve 
many of the conclusions reached by the committee staff and printed at the end 
of this report under the caption ‘‘Supplemental staff material.’’ 

The matter relating to the distribution of incomes, the burden of taxation, 
the analysis of corporate profits, is interesting and provocative, but the conclu- 
sions particularly as to the proper method of taxation to finance the mobilization 
effort are certainly open to question. 

As a member of the Finance Committee, I will be required to pass on these 
questions at a later time, and I do not desire, therefore, at this time to state 
specifically my differences with the staff report—Senator Robert A. Taft.) 

Human liberties are the inspiration and creative source of man’s 
progress toward full development of his latent abilities. To be on 
guard against those that would enslave, while indispensable, is not 
enough. Maximum economic strength, while essential, must be 
supplemented. The sword and the dollar are not enough. These 
are valuable only when harnessed to quiet spiritual strength, a tireless 
concern for justice, freedom and righteousness. These are the quali- 
ties that have put this country at the head of universal spiritual forces 
propelling the free nations of the world toward a relentless challenge 
of all imperialism, monopoly, race discrimination, and tyranny. ‘To 
uphold the dignity of the individual and the sovereignty of the human 
spirit, all economic, military, scientific, democratic, and spiritual 
resources must be continuously and efficiently mobilized. Eternal 
vigilance is the price of liberty. 

So far as economic mobilization is concerned, the Economic Report 
of the President, together with the Annual Economic Review sub- 
mitted by the Council of Economic Advisers, outlines in general terms 
a program of action. It states that current expenditure for defense 
will have to be stepped up from 7 percent of current national output 
to 18 percent of an increased output in 1952. It lays down three 

requirements: (1) That a comprehensive unified programming opera 
tion be devised in order to balance competing requirements against 
available supplies; (2) that in the initial stages there be considerable 
emphasis on speed of mobilization; (3) that the economic burden of 
defense be distributed with equity among all groups in the popula- 
tion—consumers, farmers, businessmen, and workers. 

Production, states the report, is at the heart of our economic 
strength. To that end it advocates materials controls to enable high 
priority industrial expansion projects to get what they need. It also 
recommends a limited amount of Government financial assistance and 
other incentives, maximum development of regional resources, and 
workable priorities. New sources of supply of defense goods must be 
developed, as safe as possible from enemy attack—iron ore, bauxite, 
zinc, lead, copper, and liquid fuels. 

26 
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Additional manpower can be obtained, states the report, not so 
much by increasing the length of the workweek as by employment of 
older workers, more women, industrial upgrading, vocational training, 
and the use of management-labor committees for cooperative produc- 
tion adjustments and settlement of grievances and disputes. It urges 
the removal of impediments to voluntary transfers of workers from 
less essential to more vital activities with protection of seniority 
sion rights, and other job appurtenances. 

One of the major threats to increased production is named as infla- 
tion. Three types of control are mentioned: (1) Indirect controls such 
as taxes and credit measures which mop up excess purchasing power; 
(2) physical controls such as allocations, defense orders, limitation 
orders, and priorities to channel vital materials aray from consumer 
durables and low-priority capital investments; and (3) direct price and 
wage controls. The problem of properly ieabining these controls is 
considered unavoidable. 

In certain respects inadequate emphasis is given to the problem of 
inflation. For the fact needs to be constantly kept in mind that 
partial mobilization, extended over 10 or 20 years, cannot ccmmand 
the all-out energy and support of a shorter more intensive effort. A 
smaller part of total manpower is in uniform. Voluntary postpone- 
ment whether of consumption or investment can be much greater over 

a short period than a long one. Moreover, mobilization now is 
pi with but little slack either in the labor force or in materials 
or in financial resources. Furthermore, not only businesses and the 
banks, but individuals already possess a large amount of cash and 
other liquid assets. It is easier to save in the fervor of all-out war 
of short duration, especially if one has little in the way of savings at 
the beginning, than to keep on saving for years and years. There is 
an enormous Government debt totaling $257 billion. Clearly addi- 
tional borrowing of any magnitude is fraught with danger. 


, pen- 


I. Tue First REQUIREMENT—INCREASED PRODUCTION 


The high level of national output from which this Nation catapulted 
its defense mobilization program is clearly evident in chart 1. As 
compared with 1940, total output in 1950 was roughly 50 percent 
higher; farm output was 25 percent higher; there were 9 million more 
persons in the total labor force; steel capacity was 20 percent higher; 
electric power capacity was up more than 70 percent; and manufac- 
turing capacity higher by at least 25 to 30 percent and possibly by as 
much as 50 percent. 

Note in the chart that real production has lagged considerably 
behind increases in gross national product. The gap between the 
two for the most part represents the price inflation that has occurred 
since 1939. The middle line shows that the goal of increasing real 
output by 7 percent in 1951, and 25 percent in the next 5 years, is not 
beyond reasonable expectation. Note that total real output in 1950, 
measured in dollars of constant buying power, was still 3 percent 
below the 1944 high. 

The line at the bottom of chart 1 shows the possibilities of expansion 
in.average individual output that can be achieved. Levels comparable 
to 1944 may only be attainable under the stress of war (though total 
war mobilization brings diseconomies of hasty organization which can 
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be avoided in a longer period) but aided by recent large investments in 
capital equipment, the businessmen, farmers, and workers in the less 
strenuous period ahead can, by lengthening of the workweek, by shift- 
ing to defense jobs, and by developing better skills, come reasonably 


CHART 1 


THE NATION’S PRODUCT 
Satie UNITED STATES, 1929-1950 


LARS COLLARS 
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Gross national product is the 
market value of all the goods and 
services turned out by the na- 
tion's economy. The 1950 output 
in terms of 1939 dollars was 67% 
above the 1939 levei but 3% below 
the 1944 high. Further adjustment 
for population changes brings the 
picture into even clearer focus. 
it shows, for example, that the 
1950 per capita gross national 
product expressed in 1939 dollars 
was: 42% above 1929; 44% over 
1939; 12% under 1944; and an in- 
crease of 5% from 1949, 
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close to increasing their productivity somewhere near the levels 
attained in 1944. 

In short, this economy can produce the defense goods it needs with- 
out requiring more than a small sacrifice in existing levels of consump- 
tion. The capacity, the labor force, the productivity exist. 
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Il. Toe Masor Tureat—InNFuation 


The*outstanding contrast between the attainment of the high levels 
of production in 1944 and the increase in output attained last year is 
the difference inthe behavior of prices. In 1944 prices rose very little. 


CHART 2 


CHANGES IN THE WHOLESALE PRICE INDEX 
JUNE 1950 TO FEBRUARY 13, 195! 


132.4 Texfile Products 


128.2 Chemicals and Allied Products 


A 122.6 Farm Products 
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Foods 
All Commodities 


Grains 

O Meots 
All Commodities other than 
Farm and Foods 


Building Materials 


4 109.8 Metals cnd Metal Products 


103.6 Fuel and Lighting Materials 


JUNE 1950 =100 FEB.13, 1951 


UNITED STATES OFPARTMENT OF LABOR 
GUREAU OF LABOR STATISTICS 





But the’rate of price increases since April of 1950—nearly 10 percent 

annually forfliving costs and 20 percent for wholesale prices—repre- 

sents about the steepest price increase and the worst experience in 

American price history. (See chart 2 and table I.) Nor has there been 

any diminution of the rise in recent weeks, that is, up to March 1. 
81651—51——3 











30 JOINT ECONOMIC REPORT 


The largest increases from week to week continue to occur in the areas 
where the largest increases have taken place during the last year— 
livestock, meats, textiles, and chemicals. 


TABLE ].—Advances in wholesale and consumers’ prices 





Percentage increases 
Indexes 1926100 | to Feb. 27, 1951 
| | from— 


Wholesale prices eae a tal tiaate — 0 


| Feb. 27, | Feb. 28, | June 20, | June 20, | Feb 28, 
1951 1950 | 1950 | 1950 1950 


All commodities ; ; ‘ 182.9 153.0 157.4 16 19 
Farm products ‘ 201.6 159. 6 166. 6 21 26 
Grains : : | 189. 3 162. 9 167.9 13 16 
Livestock 266. 3 200. 7 224.0 19 33 

Foods ‘ ‘ 188. 7 157.2 162. 1 16 20 

Other commodities : a ; 171.1 146. 0 148.8 15 17 
Textile products___- snphiabsone ‘ 181.9 138. 0 136.9 33 32 
Chemicals > ; 148.5 115.2 114.2 30 29 
Building materials aia ; 227.9 193. 6 202.8 12 18 
Metal and metal products : 188. 7 168. 5 171.9 10 12 
Fuels and lighting materials 137.8 131.2 132.9 4 5 


Percentage increase 
Indexes 1935-39100 to Jan. 15, 1951 

: from— 
Consumers’ prices 


Jan. 15, | Jan. 15, | June 15, | June 15, | Jan. 15, 


1951 1950 1950 1950 1950 
New index: 

All items_..-.-- ‘ bheitataiiad iii siaubbaiiia 181.5 168. 2 170. 2 7 8 
Food See Pactia 221.9 196. 0 203. 1 9 13 
Apparel a = Siete | 198. 5 185. 0 184.6 7 7 
Rent = aud sna poielagae 133. 2 129. 4 130.9 2) 3 

Old index 

All items ; a inbgcdeaieilen ts 181. 6 166.9 170. 2 | 7 | 4 
TS aE hia be ioe 221.6 196. 0 204. 6 8 13 
Apparel _- ea a ciusibeieinall 199. 7 185. 0 185. 0 8 8 
PGs cidnnsksiniacesantaneenddatnckensuent 126.0 122. 6 | 123.9 2 3 





Source: U. 8. Department of Labor, Bureau of Labor Statistics. 


The spurt in buying that was unleashed by the outbreak of war in 
Korea was commented upon editorially on page 1 of Barron’s Weekly 
of January 8, 1951, as follows: 

During the past 6 months, business and the public have been on a wild buying 
and hoarding spree. Fed on easy bank credit until quite recently, inventories 
now are bulging the sides of their warehouses. Out of its 1950 income, swollen 
to the highest level in history, the United States saved less than it did during 
some depression years. In contrast, Federal spending has been moderate. 

This editorial goes on to quote a statement of Mr. Donald B. Wood- 
ward, second vice president, the Mutual Life Insurance Co. of New 
York, as follows: 

The American civilian economy already has much the highest standard of 
living in the world, is spending more than seven times as much on its stomach 
and its back as on protecting its freedom—and is demanding some more so insist- 
ently as to threaten the value of its money and perhaps the defense effort as well. 

The continuation of inflation represents a multiple threat to pro- 
ductive efficiency. It invites business to wangle easy profits by 
manipulation of markets rather than to earn moderate profits through 
efficient production. Inventory accumulation becomes a foolproof 
way to make money. Manpower and capital facilities are absorbed 
in distributing output rather than increasing it. By encouraging the 
hoarding of materials and of labor, infiation disorganizes the flow of 
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production and makes a shambles of allocation orders and procedures. 
Price rises inevitably lead to wage increases which if unsatisfactory 
are bound to bring strikes. Inflation frustrates the ae espec ially 
those who patriotically buy Government bonds or life insurance, 
rewards individuals who scoff at the public interest, ad brings bitter- 
ness and disillusionment to those seeking to cooperate with the 
defense effort. By inflation they suffer partial repudiation in the 
buying power of their bonds, something which, insofar as it is con- 
trollable by Government, comes close to being governmental breach 
of faith. Inflation gives its biggest rewards to the parasites and 
speculators whose spending and manipulative activities provide 
sardonic contrast to the sacrifices of the savers and of the fixed income 
groups and their sons on the battlefield. 

If production is to be maintained, inflation must be stopped. The 
only way to cure inflation is to prevent it. The methods are roughly 
six in number: (1) increase produc tion, which, however, falls far short 
of being an effective remedy if increased output is obtained through 
higher profits, higher farm prices, overtime work at penalty rates of 
pay, or other ways by which incomes in the form of wages, dividends, 
and profits are increased faster than production; (2) rigid limitation of 
governmental expenditures to uses which increase the economic and 
defense productivity of available human skills and physical resources; 
(3) preventing past savings from being spent and rigidly limiting ne wwly 
created credit; (4) increased thrift; (5) preventing incomes from rising 
through price and w age controls; and (6) increased taxation. 


LI. GovERNMENTAL BupGeET 


When considering the Government budget, one should keep in mind, 
so far as the effect on the economy is concerned, that the important 
factor to watch is the inflow and outflow of cash. The budget of the 
President, as submitted in January, is difficult to analyze because of 
the large number of items that are scheduled for later transmission. 
But preliminary figures indicate that total defense expenditures are 
likely, in the fiscal year 1952, to be about three times what they were 
in 1950. The detail is shown in table II. 

Frederick J. Lawton, Director of the Bureau of the Budget, before 
the House Ways and Means Committee, February 8, 1951, pointed 
out that in the fiscal year 1952, $48.9 billion, or 68 percent, is sched- 
uled to be spent for national defense, international security and 
foreign affairs, while another $11 billion is budgeted to meet interest 
on the debt and veterans’ services and benefits. Taken together, 
present and past wars account for 83 percent of the budget. Even 
within the $11.9 billion remaining for civilian functions of the Gov- 
ernment, $1.3 billion, or more than half in the natural resources 
category, goes for atomic energy development; $1.4 billion in the 
finance, commerce, and industry category includes outlays for defense 
production activities, economic stabilization and controls; $330 mil- 
lion in the housing and community development is earmarked for 
civilian defense; $100 million for providing housing, schools, water 
systems, and other community facilities for industrial workers and 
military personnel in expanded defense areas; $164 million in the 
general Government category is designed to provide dispersal for key 
Government agencies; and $354 million of the funds for transporta- 
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tion and communication is budgeted for maritime shipping. Other 
items likewise expanded by this emergency, but not measured here 
as to cost, are the new port security program of the Coast Guard, 


the expanded security activities of the FBI, and increased facilities 
for electric power. 


TasLe II.—Federal consolidated cash budget, fiscal years 1950-52 


[Millions of dollars] 










































: Estimated Estimated, 
Description Actual, 1950 1951” 1952 
rorya S217 Mey ret try 
Payments to the public: 

Nias stadia cde talen iain saniolses abe ote eit aeiaae 43, 160 49,118 74, 050 
ie Sa ni puieebkeamee owen | 17, 665 | 97,113 | | 51, 844 
ES Cae See ee 12, 407 | 21, 238 | 41,491 
International security -........... i 4,708 4, 776 7,482 
RETA GRONEY 3 ine oiinin ns $e3.5sasa~ ec 550 818 1,277 
Promotion of defense production-___- 0 260 1,100 
SMIBRLEEEL letecibit ibe tcckalewcceces 0 | 104 | 440 
Additions to commodity inventories—net 0 104 | 440 
Defense production equipment --_-________. 0 52 220 
Birth 6 bik aS arisas doacnsesehasessse 0 21 At 
Dispersal of Government. .-.....................-- 0 6 164 
eb Ee a ee ae eee 0 5 | 65 
a 0 | 10 265 
Economic stabilization and allocations.__._- saniststigt havnt " 96 | ‘al arn ee 
= ae =is — SSS 

Past wars and emergencies.....................-.........- 13, 586 | 10, 619 | 10, 47 
DN oo onnne tebe ckanténccwes babdiphedidbschabneae 4,326 4, 145 4, 573 
PE iidecanncneninciennminneintidnnimnnnbeo mbieets 9, 260 | 6,474 | 5, 906 
Civil functions, total................-.--- Pum cere es ; 883} 334 | 422 
Social security, welfare and health. ___.............--- 2, 969 | 4,194 | 4,834 

Housing and community development.._.._.........- 212 | 657 —37 
Education and general research. ....................-.- 115 | 144 | 484 
Agriculture and agricultural resources... _.........-.- 2,848 | 955 | 1,471 
re I td hn caw eee | 1,014 | 1,310 | 1, 253 
Transportation and communication.................-- | 1, 754 | 1,975 | 1, 687 
Finance, commerce, and industry-................-.-- 85 | —58 82 
eh eens 2, 268 | 1,174 927 
General Government... ie pasinnsaeivwneencanear | 929 | 1,120 1, 063 
NO ik tn ciate 155 bas Satedeiinn bios dee —311 | —137 | —5 





Source: Bureau of the Budget data reclassified by the staff of the Joint Committee on the Economic 
Report. 


Now more than ever the Government must get the most value 
possible for every dollar it spends. There is no economy too small, 
no scrutiny too rigorous. Except for vigorous and direct effort on 
the firing line or on the production line, no effort should be more 
tireless and unremitting than that devoted to economy. Every 
dollar of useless or unwise expenditure represents a subtraction from 
the total defense effort, whether spent by consumers, by businessmen, 
or by Government. Effort devoted to economy is doubly vital on 
the part of procurement officials and other spending bodies in the 
Government. 

The fact should be remembered, however, that the period of high 
defense expenditures ahead is likely to last 10 to 20 years. That type 
of economy would not only be false, but almost treasonable, which 
would so injure capacity to produce as to make the total effort insuffi- 
cient. Expenditures on natural resources, for example, that might 
be postponed for 2 or 3 years cannot be postponed over a decade. 
Expenditures for public works should be limited rigorously, but they 
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cannot be postponed for periods of 10 to 20 years without a complete 
breakdown of highways, schools, streets, and public facilities generally. 

Similarly in a democracy the fundamental truth needs not be 
labored that the most vital of all resources is the productive possi- 
bilities of its citizens. There is no precious resource that must be 
more carefully husbanded and developed than the capacities, the 
health, the education, and the incentives of the population. A healthy 
nation is vital not only for maximum military strength but also for 
maximum economic productivity. No greater service can be rendered 
the enemy than to pinch nickels and dimes on programs that increase 
the productive capacity of human or natural resources if thereby 
effective military and economic effort is reduced by billions of dollars. 

Cutting civilian expenditures is, therefore, in no sense an easy job. 
It requires painstaking study and time. Most programs have been 
in operation for many years. In such cases there exist at least four 
stages at which the Government will have to act: Authorization, appro- 
priation, exercise by the executive departments of obligational author- 
ity, and, finally, expenditure. 

These —. are clearly shown in chart 3, depicting the prese nt 
status of the $500,000,000 Federal public roads program. Cutting 
this program back cannot be tackled with effectiveness at the last, or 
expenditure, stage; it is then too late. It must be tackled at the stage 
of authorization, or appropriation. 

In general, it should be remembered that authorizations and 
appropriations already made in the Eightieth and Eighty-first Con- 
gresses have so tied the hands of the executive departments that less 
than one-third of the governmental budget for 1952 is now flexible. 
In order to reduce expenditures i in 1953 this Congress should act now 
to repeal or modify existing laws or to suspend existing authority. 
This means not one bill but an examination of scores of acts now in 
force and the revision of scores of programs now under way. 

Efforts at budget balancing undertaken in the interest of restraining 
inflationary pressures must consequently choose between two alterna- 
tives. Either (1) the Government must levy and collect through 
taxes an amount sufficient to cover the costs directly of all of the 
services which it provides for the Nation, or (2) the Government must 
discontinue to render some of the services. While there is no doubt 
that, as the Hoover Commission Report points out, possibly more than 
$3 billion can be saved by increased operating efficiency and by 
economy in giving the same product and services, any real or substan- 
tial cuts of five to nine billions involve necessarily a cut in services 
now rendered or desired. 

Here opinions concerning the usefulness, desirability, and indis- 
pensability of selected programs are certain to differ among indi- 
viduals. Anyone can make up his own list of programs on which the 
Government might economize. Conversely, anyone can make up a 
list of services of the proper or, in his opinion, necessary services of 
Government. But each individual list is likely to be as personal as 
is a budget covering expenditures of personal funds. Some would 
eliminate programs such as public roads just as they eliminate an 
automobile from their personal budgets. Some would e iminate public 
assistance expenditures just as they eliminate consideration and care 
of aged or needy relatives from their personal budget. 
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In appendix 3 are listed a number of selected changes in legislation 
which it is believed would result in economies. Some of these econ- 
omies would result from increased efficiency. Most of them would 
mean that Government would be doing less for the particular groups 
than it has previously done or would otherwise do. A summary of 
the economies thus made possible is given in table ITI. 


TaBLeE III.—Summary of estimated savings tn selected cases where changes in legis- 
lation would result in economies 


{In millions] 





For details | 


Fiscal year 
see appen- 








dix 3, Item —— ————— 
page— | 1952 1953 
87 | Military services . a : : $360.5 $385.0 
89 | Finance, commerce, industry - i 24.0 24.0 
89 | Labor oie ; 5 5 
90 | Transportation and communication 396. 0 600. 0 
91 | Natural resources s L ia : 
91 | Agriculture. : ; = 61.0 186.0 
92 | Education ; ? 2.0 2.0 
92 | Social security, welfare and health 159.0 159.0 
93 | Veterans i : 516.0 517.0 
95 | Interest : “nt 105. 0 105.0 
95 | General Government 57.0 57.0 
Total ae : : 1, 681.0 2, 035. 5 


The formulation of a composite budget reflecting as nearly as 
possible a consensus of what people want their Government to do is, 
of course, the unavoidable task of Congress. It is the Congress that 
adds programs or increases total Government expenditures in response 
to public demand as a result of the democratic process. Every new 
Congress has enacted new basic legislation which, in due course, calls 
for new authorizations, new appropriations, new contractual commit- 
ments, and new expenditures. 

Thus, it is not possible to regulate or adjust most expenditures at 
will within any one fiscal year. Most Government programs are 
large and complex. Many months frequently elapse between con- 
gressional authorizations to spend and actual expenditures. Federal 
expenditures cannot be turned on and off like a water tap. The 1952 
budget, for example, is in large part the result of a tremendous number 
of decisions and commitments made in prior years. Almost half of 
all 1952 expenditures, or nearly $31 billion, will occur in 1952 as a 
result of appropriations, contract authority, and other authorizations 
already enacted. When other fixed items of expenditure, such as 
interest on the public debt, are taken into account, it can be seen that 
the area of flexibility for controlling expenditures in a single year is 
comparatively limited. 

Moreover, although the expenditure figures for 1952 are important, 
the amount of new obligational authority requested is of equal, if 
not greater, importance. In a rapidly expanding defense program 
it is new obligational authority, rather than expenditures, which most 
directly affects the economy, which sets in motion an expanded Gov- 
ernment program and structure, and which largely dictates the result- 
ing level of expenditure in future years. In the fiscal year 1950, 
for example, the Congress granted new obligational authority amount- 
ing to $50.2 billion. In 1951 obligational authority, either requested 
or already enacted, amounts to $87.5 billion. In 1952, the estimated 
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amount is $94.4 billion. Thus, over a 3-year span, new obligational 
authority is estimated at $232 billion. Expenditures, however, will 
lag far behind that amount, since they are estimated at $159 billion 
for the same 3-year span. The Federal Government, therefore, will 
enter fiscal year 1953 with unexpended balances from these authoriza- 
tions of over $70 billion. These funds will be spent in 1953 and beyond. 


IV. Tue Curpina or Bank CREDIT 


Inflation is caused not only by the spending of current incomes on 
the part of consumers, business, and the Government, but also by 
large-scale borrowing from the banks. Indeed there are many who 
view the inflation of bank credit as more important than any other 
single danger at this time. The year 1950 saw a spectacular increase 
in commercial bank credit. Notice in chart 4 that the rise began in 
April 1950 and has shown no decrease to date. 

Moreover, this jump of over $9.6 billion in loans (see Table IV) was 
accompanied by a rapid increase in the velocity of circulation of money. 
A careful scrutiny of chart 5 indicates that this velocity of circulation 
rose to levels right after the Korean War which exceeded by far any 
that had existed during the preceding 15-year period. Not only was 
there an abrupt rise in commercial bank credit largely to finance real 
estate and consumer borrowing, but there occurred likewise an 
uninterrupted continuation of the increase in customers’ debit balances 
and money borrowed from the banks for the purpose of financing 
operations in the stock market. (See chart 6.) 


TaBLeE IV.— Money and credit data 
A. BANKS OTHER THAN FEDERAL RESERVE BANKS 


[In billions of dollars] 


End of— 


} 
May 1950 | December 














| 1950 
CE aii Fhe ede accel ewsauens bun Jdiangs inthdocaaak 85.0 | 92.1 
ct cancdngnakiibinkinapnntinadedabcptnemannnetneiney | 24.7 25. 2 
ne RU ieaihdddtddtnctscesacblkéunesnwiesa a ae | 109.7 | 117.3 
Time deposits....... a eS una | 59.5 | 58.9 
Total privately held money supply-.-......------ ee eae 169. 2 | 176. 2 
SONNE AUN NN a ee ee es ee Sek crncshusodeckeestebad 51.2 60.8 


| 


Source: Annual Economic Review, table A-28, p. 198, for all items except loans. May loans, Federal 
Reserve Bulletin, December 1950, p. 1641; December loans, increase to Nov. 29, from Federal Reserve Bul- 
letin, January 1951, p. 55; increase from Nov. 29 to Dec. 31 estimated on basis of increase for commer- 
cia] banks shown in Annual Economic Review, p. 197. 


B. OPERATIONS OF FEDERAL RESERVE SYSTEM 
[In millions of dollars] 





May 31, | Dec. 31, 


1950 | 1950 
ed cs pena peoncibedideunaadéauonmetan 17, 389 | 20, 778 
ee  dlndbeudibeaddbuheaceashobsinbdbocmupelonsdd 17, 935 22, 216 
Site ete Me Lr mninnedbesi sone edeamsab>hesien 24, 231 22, 706 
eee ee eee EES Ee ee ae ee are 15, 814 17, 681 
ND I sciatic dain bie bbe 6 cece datas deskscnsveseekbueusen teres 526 1,174 





Source: Federal Reserve Bulletin, January 1951, pp. 43-44. 
Note.—Taken from Congressional Record of Feb. 7, 1951, p. A651. 


CHart 4 
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These developments have aroused a great deal of discussion. On 
the one hand, there are those who allege that the primary reason for 
the increase in borrowing was the availability of bank credit. The 
Federal Reserve System, they state, could not tighten bank reserves 
though it did take several steps to raise reserve requirements, to 
impose selective controls on installment buying (regulation W) and 
on housing credit (regulation X), on stock market credit, and to bring 
other direct controls to bear by moral suasion on the banking fra- 
ternity. 

There was, however, one thing the Federal Reserve Board did, or 
had to do, which, according to some, counterbalanced the construc- 
tive steps to control credit mentioned above. : It bought United 
States Government securities and thereby made additional reserves 
available to the commercial banks which in turn can be expanded by 
the banks in the form of demand deposits by five or six times the 
additional reserve. The essential facts are shown in table IV. Note 
that in the 7-month period from the end of May to the end of De- 
cember, the Federal Reserve System did buy nearly 3} billion dollars 
of United States Government securities, and that total credit out- 
standing increased $4.3 billion. 

The other side of the picture is shown in chart 7. (See also sec. A 
of table IV.) Note that commercial banks steadily decreased their 
holdings of Government securities in 1950, while their loans rose by 
nearly 20 percent. These facts have led one member of the Federal 
Reserve Board to state that ‘‘The only way to stop access to Federal 
Reserve funds is by withdrawing Federal Reserve support from the 
Government securities market and penalizing borrowing by the mem- 
ber banks from the Federal Reserve banks.”’ ! 

If the Federal Reserve System, for reasons of national policy, con- 
tinues to peg Government bond prices, then substitute powers, Mr. 
Eccles urges, should be granted, such as the authority to prescribe 
reserve requirements for all commercial banks and other credit- 
merchandising institutions not now under the jurisdiction of the 
Federal Reserve System. In addition, banks might be required to 
hold an adequate percentage of their deposits in special reserves of 
Government securities, or at their option a like amount in cash. It 
might be essential for the Federal Reserve to have authority to require 
savings institutions, such as life insurance companies, savings banks, 
and savings and loan associations, to hold a certain proportion of 
their assets in Government securities in order to prevent them from 
selling in a market supported at pegged prices by the Federal Reserve. 

The dilemma that faces not only the United States Treasury 
Department, but the country, if Federal Reserve support is completely 
withdrawn from the Government bond market, appears clearly in 
chart 8. Note that the Federal debt outstanding which until 1940 
amounted to less than half of national income, by 1944 began to 
exceed it and since that time has steadily been considerably larger. 
Moreover, in the twenties and thirties it was smaller than the total of 
commercial bank loans, but at the present time it is more than five 
times as large. In order to affect the interest rate on the small 
sector or $60.8 billion of borrowing done by customers of commercial 
banks, must the entire mass of $255 billion of Government borrowing 


1 Hearings, Joint Committee on the Economic Report, on the January 1951 Economic Report of the 
President, p. 158. 
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be made to conform? Should the tail wag the dog or does the new 
ratio make revision necessary of old technique 's? Why not, for 
example, tackle commercial loans directly, issuing certificates of 
necessity for defense loans, and levying as heavy a defense tax as may 
be needed to curb the volume of nondefense loans. Insofar as an in- 
crease in interest rates or in costs of borrowing is effective, an excise 
tax on nondefense uses of vital credit resources would seem analogous 
to excise taxes on automobiles and consumer durables levied to con- 
serve steel. Why raise the cost of all borrowing, including the 
interest on the governmental defense and war debt? Surely so large a 
volume of Federal debt must be managed with extraordinary care. 
The country can ill afford lightly to experiment with devices of uncer- 
tain impact, if thereby a five times larger debt market is upset or 
demoralized. If people lose confidence in Government ae wildcat 
inflation of a kind experienced in China might readily be unleashed. 

The relationship between prices, gross national product, and the 
total amount of money, including war bonds, is clearly evident from 
chart 9 which well merits very careful study. The parallel fluctua- 
tions of total money supply (including war bonds) and gross national 
product are self-evident. The rapid rise in turn-over of demand 
deposits in 1950 is likewise striking. During the summer months it 
actually made a spurt to a figure comparable to that of 1930, more 
than double the level in 1945. 

In addition to the problem of availability of credit touched on 
above, one of the points frequently debated is whether a one-half of 
| percent, or even a 1 percent rise, in the interest rate on Government 
bonds would substantially diminish the sale of these bonds by the com- 
mercial banks. On that point the paucity of evidence contrasts 
vividly with the abundance of conjecture. Those who feel that the 
24% percent bond rate should be maintained emphasize that the 
Government debt totals over a quarter of a trillion dollars. If the 
interest rate on all Government debt were increased by a full percent- 
age point, total Federal Government outlays would thereby alone be 
increased by $2'5 billion. Furthermore, there is no evidence that a 
rise of as little as 1 percent would stop the sale of Government bonds 
to the Federal Reserve by the commercial banks, especially in a long 
period of maximum production such as now lies ahead. 

A brief look at history may throw a modicum of light. The only 
period of equally high prices in which a similar problem, though of a 
much smaller nature, occurred, was that after World War I. Then, 
too, the Treasury Department, by appeals to patriotism, managed 
to sell its securities at par, but in spite of progressively higher coupon 
rates, most of the issues sold in the open market below par before the 
war was over. With further stiffening of interest rates in 1919-20 
4% percent Liberty bonds, callable in 1927, sold as low as $81.10 in 
May 1920 at which price tley yielded more than 7%; percent to call 
date. The index for high-grade corporates, at $83 in January 1919, 
fell to $73 by mid-1920. 

During the period from 1918 to 1922 the Federal Reserve banks 
generally held less than $250 million, or about 1 percent of the entire 
Government debt. There was no support for the Government bond 
market. Yet, despite only $25 billion of Government debt and a much 
less inflationary money supply, wholesale prices shot up to levels 
almost as high as those that now exist. 
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Discount rates on eligible paper at the New York bank (other banks 
followed somewhat the same pattern) were 4 percent from April 1918 
until November 1919; 4% percent in November and December; 
6 percent January to June 1920, when it was raised to 7 percent until 
April 1921. It then gradually dropped back to 4 percent by June 1922, 

Rates on stock exchange call loans went from 4.67 percent in Jan- 
uary 1919 to 14.9 in the week of November 15, and 17.25 percent in the 
first week of January 1920. Prevailing rates of prime 4 to 6 month 
commercial paper rose much more slowly, from 5.38 at the beginning 
of 1919 to 6 percent at the beginning of 1920, and to about 8 percent 
during the entire latter half of 1920. 

Despite these increases in interest rates, holders were not stimulated 
to hold on to their Government bonds, at least to do so to an extent 
sufficient to keep them reasonabiy close to par. Instead, as prices 
went down, liquidation drove prices lower. Millions of small holders 
became demoralized, and grew so bitter at having been compelled to 
liquidate their Government’s promises to pay at substantial discounts 
as to erect a psychological barrier of such magnitude on the part of the 
general public that the President and successive Secretaries of the 
Treasury since 1941 have felt constrained to guarantee redemption at 
par to give the humble citizen, once burned and now twice shy, the 
confidence requisite to elicit his maximum subscription. 

Finally, a considerable segment of business feels that, as Barron’s 
Weekly phrased it in its editorial of February 12, 1951, p. 2: 

Viewed realistically, the dispute over interest rates promises soon to become 
academic. * * * Regardless of the different Washington viewpoints, the 
current heavy accumulation of surplus funds by insurance companies and savings 
banks may soon, because of the shrinking mortgage market, be pouring into 
Government bonds again. Further evidence of the strength of the high-grade 
bond market is the proposed offering next month of $60,000,000 Borden Co. 
234’s to include new money as well as a $46,000,000 refunding operation. As for 
the Government bond market, Reserve System support purchases of long-term 
issues of only $4,000,000 last week, were the smallest since the Reserve System, 
after a 21-month lapse, resumed buying operations early last September. * * * 


V. Repuctine ConsuMPTION 


The economic burden of the defense effort cannot be postponed. 
Whatever guns and planes and tanks are produced will have to come 
out of current output. Only that which remains will be available for 
consumption goods. Any substantial increase, therefore, in the out- 
put of munitions of war is bound to cut by that much the goods avail- 
able for consumption. Were it not for increases in output obtained 
through greater productivity and through attraction of more people 
into the labor force, consumption would have to be cut exactly by the 
amount that munitions production is increased, 

In actual fact, of course, a part of the increased munitions output 
will come from increased total production and part will be made 
possible by business and consumer sacrifice. The estimate in the 
Economic Report of the President is that consumption will be cut 
back to the 1949 level, one still much higher than that enjoved in any 
previous year in American history. (See chart 10. While self- 
explanatory, it merits careful study.) 


CHART 10 
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The really difficult problem is not that of fixing the general per- 
centage by which consumption must be cut, but rather that of 
apportioning such a general cut among the income groups in the 
population. If consumption is cut of those who even now do not 
consume enough to permit them to produce efficiently, any further 
cut will also cut the defense effort. Millions of families come under 
this heading. 

Economic literature abounds in controversies concerning the 
“efficiency level’’ of consumption or the level of ‘minimum need.” 
Thus, for example, the minimum health and decency budget currently 
published by the Bureau of Labor Statistics is one so high that even 
at current high levels of national income, nearly three-fourths of the 
population fail to attain it. 

Yet in quantitative terms such a budget can only, with great 
difficulty, be regarded as luxurious or excessive. It provides, for 
example, that a man can buy a topcoat only once in 10 years, that his 
wife can have only one new cotton street dress a year; that her wool 
dress has to last 5 years. The family can buy a low-priced car only 
once every 15 or 16 years. The budget permits only one book per 
year; the radio has to last 9 years. There is money enough for only 
one letter a week. Other durable goods such as cook stoves, refriger- 
ators, washing machines, vacuum cleaners, sewing machines, have to 
last 17 years or longer. In quantitative terms, such a budget level 
seems somewhat far removed from constituting luxury consumption, 
yet at 1950 prices the income estimated by “the Bureau of Labor 
Statistics as necessary to finance this standard of living is $1,630 for 
a single person, and $2,330 for a married couple without children. 

In order to be highly conservative, the figures in table V have been 
computed on a basis more than one-third lower than the BLS figures 
This table assumes that $1,000 a year is about the minimum for 
efficiency levels of living on the part of individuals. It assumes that. 
$125 a month represents a similar minimum efficiency level for a 
married couple without children. 
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“TaBLE V.—Income received and estimated minimum income required for family 
maintenance by income classes, 1948} 


[Billions of dollars} 


Deficiency 


: LG, » Teti , ‘ eae es 

Adjusted tos ri Income after aie A of inex - e 

Adjusted gross income classes | gross income snenman tax Federal needed for over esti 
received liability RGOMNG ENS: | cintannnees tt mated “min 


imum need”’ 


Te ns. ccecncasce $4.3 $0. 1 $4.2 $11.8 $7.6 
$1,000 to $1,499____. 6.5 | 2 | 6.3 9.5 3 2 
$1,500 to $1,999...____ bebiweuaaud 10.5 | .4 10.1 11.5 1.4 
$2,000 to $2,499___ __ oe 14.1 | ay 13. 4 12.7 7 
$2,500 to $2,999______ ; Fics 16.9 | 9 16.0 13.1 2.9 
$3,000 to $3,499_____ 22 17.3 1.0 16.3 11.4 1.9 
$3,500 to $3,999___ 15.2 1.0 14.2 8.9 5 3 
$4,000 to $4,499______ ‘3 j 13.0 9 12.1 6.8 | 5.3 
$4,500 to $4,999____ Sat nee 9.7 | 8 | 8.9 4.6 1.3 
Sue te on,eee...........-..-.2. 12.6 | 1.1 11.5 | 5.3 6.2 
$6,000 to $9,999... ___ pT 17.2 1.8 15.4 | 5. 6 9.8 
$10,000 and over. -.__- ee tacends 26.8 6.6 20. 2 3.0 17.2 

a an a! | 4164.2 15.4 148.8 104.3 44.5 








1 Income available for maintenance is further reduced by excise and State income taxes. If data on these 
were available the deficiency in lower income groups would be increased and the excess in upper income 
groups decreased. 

2 Statistics of Income 1948, pt. I (preliminary). 

3 Estimated on the basis of number of families by size groups within each income class multiplied by an 
estimated minimum income figure needed to sustain a family of a specified size—i. e., $1,000 for each indivi- 
dual living alone; $1,500 for 2-person families; $2,000 for 3, $2,500 for 4, $3,000 for 5, $3,500 for 6, and $4,000 
for families of 7 or more persons. 

4 Total personal income in 1948 was estimated at $209.5 billion. The difference, roughly $45 billion, 
represents such items included in national income but not reported on income tax blanks as imputed net 
rental value of owner-occupied nonfarm houses, nonmoney income of farm operators, including value of 
home-grown food, military pay below $1,500, including allowances and allotments, accrued interest on 
E bonds, tax-exempt interest, earnings, and incomes less than exemption allowance, including earnings of 
minors, nonreported dividends, ete. This table has been computed by staff of the Joint Committee on the 
Economic Report from data in Statistics of Income, 1948, pt. I (preliminary). For detailed breakdowns 
applied not to 1948 but earlier years see article by Selma F. Goldsmith, entitled ‘‘ Appraisal of Basic Data 
Available for Constructing Income Size Distributions’’ in the forthcoming vol. XIII, Studies in Income 

















and Wealth, published by the National Bureau of Economic Research. A portion of one table in that 
article is illustrative 
Personal Income, 1946 
[Billions of dollars] 
- | . * | | 
| s esti- } : 
Asesti- | adjusted | 
mated by : 
I * | soastobe | Actual er 
Jepart- | ain't . i Ratio of 
comparable | amount . 
a ad mentof | reported 
Source of income a with totals | reported ; 
Commerce 2 .) eee income to 
in national | TePorted on | on income | actual 
. income tax | tax returns 7 
| income returns | 
| series } — | 
| =a PS eee 
bai e ' ts | = 
Civilian wages and salaries_............- 101, 549 | 102, 546 97, 409 0. 95 
Nonfarm entrepreneurial income. -------.} 21, 813 20, 816 |) 23. 146 71 
Farm entrepreneurial income--.-..-.-..-- a 10, 840 | 11,929 |j —s : 
Military income.-..........-- finale eas bogs BG BOO hascnnnn 1 ee cle leniosatiateaian ai 
oe CS ee eaennashioneean eel 2, 989 | 1, 105 | 37 
Dividends... _- : . os | 4, 933 | 3, 730 76 
Fiduciary income (if in dividends) - --- 9,317 | 1, 120 | 1,108 | 9 
Retin d agnnien pcdnaa cans de coon 5, 460 | 4,013 | 1,799 | 45 
Social security, etc. ...........--.-- ato 3, 506 j...-. denen <helrinsiainatse il aeuaiaal cineca eal . 
I oa Shel dca eb aciouesaane 868 |...- i Pokccaecemnaninael 
BL Ls bale ndtettcaaieeannecmebin 164, 909 | 148, 346 | 128, 287 . 86 
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Even on this basjs, as the table clearly indicates, the tens of millions 
of families and single individuals that receive less than $2,000 a year 
come short by many billions of dollars in obtaining the income neces- 
sary for efficient consumption and productivity. Yet, as a defense 
measure, incomes not higher than efficiency levels ought to be kept 
inviolate. They ought not to be further lowered, even by taxes. 

Table V likewise indicates where the money in exeess of such a 
minimum may be found. Of the total of roughly $45 billion in 1948 
that may have been available in excess of minimum need, $17.2 
billion, or 38 percent was in the hands of persons with incomes of 
$10,000 or over; another 22 percent in the hands of persons receiving 
over $6,000 but ‘less than $10,000; another 23 percent in the hands of 
persons receiving over $4,500 but less than $6,000. 

In short, the extra funds above those needed for minimum levels 
of productive efficiency would seem to exist in the income brackets 
from $3,000 and above. Clearly then it is the consumption in the 
middle and high-income brackets that needs to be reduced. To some 
it may be surprising that most of the consumption in dollar volume 
is in fact not accounted for by the masses, that is, those getting less 
than the average wage per week. As is well known, the average 
wage per week received in manufacturing is about $64. If wage 
workers enjoy as much as 50 weeks a year of employment on the 
average they would receive $3,200. That in 1949 was the income 
received by the highest persons in the lower three-fifths of the income 
scale; that is, 60 percent of the spending units received less than 
$3,200; only 40 percent received over that amount. 

Yet this 40 percent did 64 percent of the total spending on durable 
goods. (See table VI.) They did 80 percent of all positive saving 
they enjoyed 67 percent of all disposable income; they had 66 pe reent 
of all liquid assets held by individuals. Such findings are further 
corroborated by the estimates in table VII, which indicate that 
the groups that enjoy incomes in excess of $4,000 are likewise the 
groups in which, on the average, four out of five people have an auto- 
mobile, and two out of three own their own homes. 

The latter fact is highly important because those who own their 
homes are at a distinct income-tax advantage as compared with those 
who do not. Home owners not only do not report the constructive 
or putative income which thev receive from their investment in their 
home, but they can actually deduct taxes and interest on the mort- 
gage if there be one. Renters (of whom there are proportionately 
more than twice as many in the lower income brackets) simply pay 
out rent each month from an income total on which they pay taxes 
in full without such deductions. 

Further light upon the consumption of this two-fifths of spending 
units in the middle and upper income brackets is provided by the 
figures shown in tables IX and X. The groups getting $3,000 or 
better account for 73 percent of all liquor consumed. An excise 
tax on liquor, therefore, tends to hit consumption where it occurs. 
They similarly account for about two-thirds of the total tobacco 
consumed. As has already been indicated, they account for about 
three-fourths of all sales of durable goods. Thus excise taxes on 
durable goods likewise tax consumption where it occurs. 
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TaBLE VI.—Proportion of total money income, Federal tax liability, savings and 
expenditures accounted for each fifth of the Nation’s spending units when ranked by 


size of income, 194 


[Percentages of tot 


il} 


















Zero : ‘ 
. savers Propor ‘ a . 
et) ee es | OO veut | ther | Total | SRR | Prope. 
: ater ota 7 lected | expe 
Spending units by money a . those lly : ee tion of 
, Federal | dispos- | incomes jurable | diture : 
size of income | income incon able : voce) With ex- | tive sav- i ther liquid 
groups ! before ine eon a ( in exces pendi heace iS the sae 
" tax la- income |of expen- f endl than 1 
taxes 530 tures in unte al held 
bility ditures ture elected 
excess ol Lor ve 
income ae 
Under $1,280 4 l 4 7 63 9 6 7 g 
$1,280 to $2,290 1] 5 12 0 AO) ( 2 1 12 
240 to $3,200 7 y 7 64 36 12 1s 8 14 
$3,200 to $4,500 23 17 24 70 0) a! , 24 18 
$4,500 and up 3 45 6S 43 78 22 62 4] » 48 
All units 100 100 100 60 10) 100 100 100 100 
1 Each group represents 20 percent of all spending units. 
2 Includes automobiles, furniture, radios, televisions, refrigerators, ranges, washing machi 
3 Median income of this group equals $5,800 
Source: 1950 Survey of Consumer Finances, Board of Governors of the Federal Reserve Syste 


© > VII.— Pr ti l ts lected 
ABLE : roportion of spending units, money income, savings, selected ass 
and liabilities of the Nation’s spending units ranked by size of income 


Zero 








saver rease 
Percent- Total | wi - ind n ¢ N Propor Hy A uto- 
Money income age of all) money comes ir those ‘sumer it f “ mobile 
before taxes spending, income excess of with ex debted- early ligqu in € y g 
units before ‘expendi- pendi- ness ] t Hd ly 
taxes tures turesin | during held 1 JA 
eXce oO 1949 
income 

Under $1,000 14 2 31 69 20 f f { 19 
$1,000 to $1,999 19 y 49 l 27 s 3 
$2,000 to $2,999. ___ 21 l¢ 59 4] of 47 aH) 
: 19 19 70 i) 12 ] 62 
se 1} 1 71 29 s $ l 73 
11 19 76 24 s s f 81 
f 20 RS 15 1Y 2 vt 7 SY 
Total..... 100 100 60 40) 29 418 104 53 
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TaB_Le VIII.—Distribution of money income, taxes, disposable income, expenditures 
for selected durable goods and for other consumer goods, rent and net saving by 
income thetic 1949 











“4 ar | 
| ‘Total Total | : Total Total 
Spend- money | Federal | — ees other | Total | Total 
Income group ! ing income | personal | . able - "seode- | sonnet | rent ® | _net 
— — — | income 8 | expendi- | expendi- | saving 
rt | tures‘ | tures | 
| | | 
Under $1,000_________| 14 | 3| @ 2 | 3 5 6 | 37 
$1,000 to $1,999__.____} 19 | 9 | 3 | 9 10 11 | 14 | —15 
$2,000 to $2,999 21 | 16 | 9 | 17 18 17 19 3 
$3,000 to $3,999... __- 19 j 19 | 13 20 | 19 20 24 9 
$4,000 to $4,999... _- 11 15 | 13 15 14 15 15 20 
$5,000 to $7,499... ___| 11 | 19 | 23 19 21 18 14 | 35 
$7,500 and over____- 5 20 | 39 | 18 15 14 8 85 
All income groups. 100 100 | 100 100 100 100 100 100 


1 Annual money income before taxes in 1949. 

2 Estimated Federal personal income tax liability, apart from capital gains and losses. 

3 Disposable income is defined as money income less estimated Federal personal income tax liability. 

‘ Includes automobiles, furniture, radios, television sets. and household appliances such as refrigerators, 
ranges, washing machines, and other miscellaneous appliances. Expenditures for automobiles are net of 
trade-in allowances. 

5 Covers expenditures for all goods and services not included in selected durable goods (see footnote 4). 
Includes food, housing, clothing, medical care, transportation, recreation, education, and State and local 
taxes, as well as expenditures for durable goods such as floor coverings, jewelry, fur coats, and other mis- 
cellaneous durable items. Since these estimates are residual items, they should not be regarded as being as 
reliable as the other, directly estimated items. 

* Rent is included in other consumer expenditures. The distribution of rent applies to monthly rent 
reported at the time of the survey interview in early 1950. 

7 Less than 4 of 1 percent. 


Source: 1950 Survey of Consumer Finances. Board of Governors of the Federal Reserve System 
(preliminary). 


TasLe I1X.—Estimated distribution of consumer expenditure for 1948 


[In percent of total] 





| 














| | 
, ‘ = | Total | Retail | Retail | Liquor | Tobacco | Durable | Personal 
S - g : | | ; 
pace ered a | Total retail | food | sales less | sales sales | sales | income 
$1,000) ; | | sales sales | food | tax 
: ae, a a oe ae ee ae a a ae 
|) saa 3.9 | 3.9 | 4.1 3.9 | 0.9 3.9 | 2.2 | 0.1 
feo... te: 9.3 | 9.3 | 11.4 | 2.3 8.9 | 11.4 5.6 | 2.6 
BOO Sci cc.s 18.1 | 18.1 | 20.5 | 16.7 17.2 | 21.1 | 18. 2 | 8.5 
3 to4 | 20.7 | 20.7 21.8 20.1 | 22. 5 22.9 | 20.0 | 12.9 
4to5 all 14. 4 | 14.4 | 14. 2 | 14.5 | 12.7 14.3 | 15.8 | 12.2 
5 to 7.5 wpeiis 16.1 | 16.1 | 14.6 | 16.9 16.4 14.1 17.0 | 19.6 
7.5 and up aon 17.5 | 17.5 | 13.3 19.8 | 21.4 12.2 | 21.2 | 44.1 
Bc winwencel 100.0 100. 0 100.0 | 100.0 100 0 0 


100.0 | 100. 0 100. 


se ieestte ‘ | baa | 


Source: Hearings, Joint Committee on the Economic Report on the January 1951 Economic Report of 
the President, p. 347. 


Even in the case of food the groups getting $3,000 or more account 
for 64 percent of the total sales volume of food. This means that 
taxes on certain luxury foods might not be amiss. From the sheer 
standpoint of production, meat, it has often been pointed out, is in 
reality a luxury food. Unless fed wholly on grass or other products 
from land that cannot be used for food production—if fed, for example, 
on corn—livestock consumes food several times the calorific value 
returned in the form of meat. As is observed in the March 1951 issue 
of Fortune, “A steak is a pleasant but extraordinarily inefficient way 
to get calories; a bushel of wheat converted into bread goes somew here 
between five and seven times as far as when it is converted into meat.” ? 


2J. Kenneth Galbraith, The Strategy of Limited Control, Fortune, March 1951, p. 67. 
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Thus an excise tax on meat fits the requirements of a luxury tax, 
not only in reaching in the main consumption where it occurs, but 


also in promoting greater economy in utilization of scarce land and 
manpower resources. 


TasLe X.—Application of 1948 estimates to 1950 totals 
{In billions of dollars] 








Spending unit in Total Total Retail Retail Liquor | Tobacco | Durable | Personal 
« ‘ e « stai < sales less : 1S rlas le neome 
come brackets (in ret ail | foo 1 sales les sales sal sales | income 
$1,000) sales | sales | food tax 
. (1) } (2) | (3) | (4) (5) (6) (7) | (8) 
en 7.4 5.0 1.8 3.2 0. 0: 0.2 0. 0. 02 
ee Wiz! 11.9 5.1 6.8 on 6 l 5 
2to3 re ee 34.5 23.1 9.2 13.9 5 8 4.7 1. ¢ 
3to4 ‘ 5 26.5 9.8 16.7 aa Y 5.2 2. 6 
4to5 18.4 6.4 12.0 4 6 4.1 2.4 
or | 20.6 6. 14.0 | 5 .6 4.4 3.8 
5 and up. 22. 4 | 6.0 | 16.4 | 6 6 6. 5 8.5 
OE sv nwss } 190.8 | 127.9 | 45.0 | 82.9 | 3.0 | 4.0 26.0 19.3 

Notes: Items (1) and (2) are estimated 1948 distributions for total consumer expenditures. Items (3), 
(5), and (6) are estimated 1948 distributions for food, liquor, tobacco, and durables expenditures 

Table X is only a very rough approximation of the desired information, as it applies estimated distribu- 
tions for 1948 to estimated totals for 1950. 

Total consumer expenditure of $190.8 billion and retail sales of $127.9 billion are Department of Commerce 
estimates. Total retail sales of food, liquor, tobacco, and durables are estimated on basis of Department of 
Commerce data. 

Source: Hearings, Joint Committee on the Economic Report, on the January 1951 Economic Report of 


the President, p. 348, 


The orgy of consumer buying that occurred in the last half of 1950 
clearly was not one indulged in by those who had no money. It was 
essentially a phenomenon. in which only those could participate who 
had incomes above bare essentials. They were by and large the only 
ones who had any appreciable sum of extra money wherewith to go 
into the market and stock up. 

Undoubtedly many consumers merely accelerated plans, alre ady 
under way, to purchase various types of durable goods. As is clearly 
shown in table XI the groups receiving $3,000 and more were planning 
to buy more than two-thirds of all the durable goods that were going 
to be bought in 1950; 69 percent of all the automobiles, new or used, 
and 65 percent of all the nonfarm houses. When the war broke out 
in Korea, many simply bought more, sooner. 

By and large, the lower income groups cannot liquidate savings; on 
balance they have no savings to liquidate. (See table XII.) Note 
that the bottom three-fifths of the spending units on balance had no 
net saving in 1949. Who was it then who cashed E bonds and increased 
their use of demand deposits to such an extent that the velocity of 
the circulation of money reached for a time a 20-year high? Who 
were the groups accounting for the economic facts shown on chart 11- 
the rapid “decline in liquid savings, in cash, in purchase of Government 
bonds, and in purchase of life insurance? Clearly that group consisted 
of those who owned liquid savings, or had appreciable amounts of life 
insurance, or Government bonds, to wit, those in brackets over $3,000 
a year. 
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TaBLe XI.—Income grouping of actual buyers in 1949 and prospective buyers in 
1950 by income in 1949 and by number of spending units 


[Percentage distribution] 


Other selected dura- 
ble goods 


| Nonfarm houses | New and used autos 












Number | | i 
Income group of spend- | Actual | Prospec- | Actual Prospec- | Actual Prospec- 
ing units buyers | _ tive hervare tive | buvers tive 
| 1949 | buyers 1949 buyers | “G49 | buyers 
| | a a ae 1950 | ia 
Under $1,000. _.____- : 14 | 4 8 | 3 4 6 5 
$1,000 to $1,999 19 8 6 13 11 14 12 
2,000 to $2,996 21 15 21 22 16 22 19 
$3,000 to $3,999 19 28 25 21 20 | 22 | 25 
$4,000 to $4,999 11 16 | 18 14 16 14 15 
$5,000 and over re 16 29 22 27 33 22 24 
ee en we 100 100 100 100 100 100 | 100 


Source: 1950 Survey of Consumer Finances, Board of Governors of the Federal Reserve System. See: 
Federal Reserve Bulletin, July 1950 


TaBLE XII.—Proportion of money income allocated to tares, expenditures for selected 
durable goods and for other consumer goods, and saving, by spending units within 
income quintiles, 1949 





lee ae | « | 

us latex Selecte - 
eee 1 - _ Other | Total all 
. i . " cons > le nding 
Spending units by size of income groups ! | income gnods [COnaimet Net spending 
Le expendi- | &*P* ndi- | saving } units in 
liability | tures 2 tures | quintiles 
Lowest fifth (under $1,280 2 16 139 —57 100 
Second fifth ($1,280 to $2,290 } { 11 91 —6 100 
Third fifth ($2,290 to $3,200 5 11 84 ( 100 
Fourth fifth 2000) to $4,500) 6 10 79 5 100 
Highest fifth ($4,500 and up) 4 12 9 63 16 100 


Each group represents 20 percent of al! spending units. 

Includes automobiles, furniture, radios, televisions, refrigerators, ranges, washing machines, etc. 
Less than 4 of 1 percent 

Median income of this group equals $5,800. 


~ ow & 


Source: 1950 Survey of Consumer Finances, Board of Governors of the Federal Reserve System. 


TasLe XIII.—Proportion of money income allocated to taxes, expenditures for 
selected durable goods and for other consumer goods, and saving by spending units 
within income groups, 1949 


Expenditures as a percentage of aggregate income of each spending unit income class] 


Income group 


lype of expenditure or 











S Under | $1,000 to | $2,000 to | $3,000 to | $4,000 to | $5,000 to $7,500 
units $1,000 $1,999 $2,999 $3,999 $4,999 $7,499 und « r 
Federal income tax 8 1 3 { f 7 10 16 
Automobiles 1 St 
lected durable goods ? ll 18 12 12 1] 10 ll 8 
Other consumer expendi 
tures 76 187 a4 S83 80 76 69 3 
(Rent 5 (14 (7 (5 (f (5 (3 (2 
Net saving... 5 106 9 1 3 7 10 23 
Total . 4 100 100 100 100 100 100 100 100 


Estimated Federal personal income tax liability on income, apart from capital gains and losses 

2 Includes automobiles, furniture, radios, television sets, and household applicances such as refrigerators, 
ranges, Washing machine » Vi a n cleaners, home freezers, and other miscellaneous appliances. Expendi- 
tures for automobiles and other durable goods are net of trade-in allowances. 

: Cove rs expenditures for all goods and services not included in selected durable goods (see footnote 2 
Includes food, housing, clothing, medical care, other living costs, State and local taxes, recreation, transporta- 
tion and education, as well as expenditures for durable goods such as floor coverings, jewelry, fur coats, and 
other miscellaneous items 

‘ Rental expenditures of renters falling in the various income groups as a percentage of the aggregate in- 
come of all spending units in the groups. Rental expenditures are included in the preceding category, other 
consumer ex] litures hey are computed by multiplying the rent at the time of the interview in early 


1950 by 1 nd are subject to error to the extent that rents had changed during the preceding year. 








Source: 1950 Survey of Consumer Finances, Board of Governors of the Federal Reserve System (prelimi- 
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Finally, elementary considerations of equity would seem to require 
that those whose consumption has already been cruelly cut by infla- 
tion, and whose tax load as a proportion of income is already very high, 
ought not to be given the lion’s share of any additional tax burden. 
Those in the low-income brackets, and notably those getting less than 
$1,000 already pay as high a proportion of their incomes in taxes as 
does any other group in the population except those getting $7,500 or 
over. To lower the exemption from $600 to $500 would add grave 
injury to that already inflicted by inflation. 

Data on this point presented in our hearings by Prof. R. A. Mus- 
grave of the University of Michigan are reproduced in table XIV. The 
methods are fully explained in an article which his research group is 
publishing in the Tax Journal of March 1951. The results obtained 
by this research study group show that upon the lower income brackets 
are ultimately shifted so large a proportion of the total tax burden as 
to make the proportion of income going for taxes much larger in their 
case than is popularly known. (See chart 12.) 


Tarte XIV.—1948 tax payments as percent of income by income brackets 


| 
Spending unit income bracket, before tax, in dollars 


Under | 1,000 to | 2,000 to | 3,000 to | 4,000 to! 5,000 to! 7,500 | 


1,000 | 1,999 | 2,999 | 3,999 | 4,999 | 7,499 | and up| Potal 
FEDERAL GOVERNMENT | 
1. Personal income taxes__.. | 0.2 2.3 4.4 5 7.0 9. : 12.3 | 7.8 
2. Corporation income taxes 6.1 4.3 3.8 3.7 3.7 3.8 1.9 | 5.6 
3. Excises jiomsinied. ae 4.3 4.0 4.0 3 4 231 - $6 
6. Paprels Genes... oc. cou nuccne | 2.5 2.1 3.3 2.5 1.9 1.2 5] 1.7 
5. Estate and gift taxes..._____. is : ; 5 * Le 1.4 | .4 
Bs Rs a a en 13.9 13. 5 | 15.5 15.8 16.1 17.7 26.3 | 18.8 
STATE AND LOCAL GOVERNMENT | 
| 
PGR oh eS ee ie 6.8 6.1 6.0 5.6 5.4 5.5 | 5.8 
ALL LEVELS OF GOVERNMENT | 
| 
Fs cacliccismnigtenreenancciheiss 23.6) 20.3) 21.6) 2.8| 21.7) 23.1] 317] 247 
ADDENDA 
9. Percent of spending units______- 12.2 17.7 22.9 20.1 11.6 10.2 5.3 100. 0 
10. Percent of income__..__.__. ae 1.9 | 7.0 14.8 17.9 13. 4 16.3 28.8 100.0 


NOTES 


1. For details see the Distribution of Tax Payments by Income Groups in 1948, by R. A. Musgrave, J. J. 
Carroll, L. D. Cook, and L. Frane, to be published in the National Tax Journal in issue for March 1951. 

2. Effective tax rates in table XIV are computed on the basis of the Department of Commerce estimate of 
personal income of $211.9 billions — imputed retained earnings of corporations and the unshifted portion 
of corporate income taxes of $20.6 billion. It is assumed that the total personal income thus determined is 
distributed in the same way as the estimated distribution of money income by the Survey Research Center 
of the University of Michigan in the 1949 Survey of Consumer Finances, prepared annually for the Board 
of Governors of the Federal Reserve System. 

3. Line 2 of table XIV is based on the assumption that 4 of the corporate income tax is shifted forward to 
consumers in higher prices and 4 backward in lower wages. If it is assumed that the corporation tax is 
not shifted, the percentages in line (8) become as follows: 20.4, 17.8, 19.1, 19.5, 19.5, 21.7, 33.8, 24.0. For 
alternative assumptions see article cited in note 1. 

Jan, 31, 1951, R. A. Musgrave, department of economics, University of Michigan, Ann Arbor, Mich. 
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CHart 12 


1948 TAX PAYMENTS AS PERCENT OF INCOME 
BY INCOME BRACKETS 


Percent of income Percent of Income 
ee ee ee ae 


[ : ] stote ond Loco! Toxes 
Federol Taxes (cides ine foviowng tones 


9e" Sond! ncome, COrporanion income 
80/803, DOyror, ONG estate ond git } 


Brrr 











UNDER $1000- $2000- $3000- $4000- $5000- $7500- TOTAL 
$1000 $1999 $2999 $3999 $4999 $7499 ond up 
SPENDING UNIT INCOME BRACKET, BEFORE TAXES 


SOURCE From ‘Notes for Pane! Discussion on Fiscol Policy”, 
by R A Musgrove before the Joint Committee on he Library of Congress 
the Economic Report, Jonuory 31, 195) Leg volwe Reference Serwce 
Fedruory ?. 195 
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General sales taxes and tariffs bear disproportionately heavily 
upon them, simply because so large a proportion of their income has 
to be spent on consumer goods. (See table XV.) The proportion 
of those in the lower income brackets who must spend 80 or 90 or 100 
percent of their income for consumer goods is two, three, four or more 
times that in groups receiving over $5,000. Upon those in the lower 
income brackets are also shifted most of the property taxes paid 
both on the homes they live in (whether they own or rent makes no 
difference) and also those general property taxes and excises which are 
part of the costs of doing business necessarily charged into product 
prices by the merchants who sell them the consumer goods they buy. 
A certain proportion of the corporate income taxes is likewise shifted 
upon them, particularly in periods characterized by a sellers’ market 
such as has existed during the last 5 years and such as seems likely 
to exist for the long per iod of armed alert ahead. The net effect of 
all such shifting of taxes is clearly shown in chart 12 and table XIV. 

The problem. of equitably reducing consumption is, therefore, not 
at all a mere matter of “socking the low and middle-income masses,”’ 
but actually one of the most difficult and central problems for the 
major defense effort ahead. There is no question that consumption 
must be held down. But if a large part of our national output is to 
be shifted to military uses, the high-income consumers—i. e., the 20 
percent who enjoy incomes in excess of $4,50( allowed to 
continue to buy 40 percent of all consumer goods sold as they or- 
dinarily do. 





TaBLE XV.—Proportion of each income group having consumer expenditures over 
80, 90, and 100 percent of disposable income, 1949 





Consumer expenditures as a 
percentage of disposable in- 
come 

Disposable income group ! 





| 














Over 80 | Over 90 | Over 100 
percent | percent | percent 
| i | 

Ean cit octet bestia See oe 73 | 66 | 49 
$1,000 to $1,999____- hintinwbtdotintimenaied cmebet aratbeuts Laisa amtdncele 7 61 31 
a te ee ia date dal alinamelnaaiebhind 64 44 | 17 
$3,000 to $3,999___._- Aas ipwsiehin es bighihaeinle + Gaby pAb Dia Ea caharetn wcade ae 64 | 39 | 12 
Dee CN ine nna ck nccunahie-benpesncalen scvacnsanguensubaesscpeenss 56 | 33 | 10 
$5,000 to $7,499____-- Cash niidiniashinthatemiaiatbtedidsrcdreininslaaibiela Ghubenkeaathbnwhow 39 | 21 | 9 
$7,500 and over-....-- bickadbnats vepihinittuipancetila i, caleanidicebibaiath sumcmastaiaiiadct-tae | 24 | 16 7 
Ries ach cnx dganee verses daeeets Sit Se duauiuenticacpactap aes 63 | 46 | 22 





1 Money income less estimated Federal personal income tax. 


Source: 1950 Survey of Consumer Finances, Board of Governors of the Federal Reserve System. 


Holding down the consumption of the ‘average’ consumer—the 
average wage earner, the small farmer—is not technically difficult. 
Their consumption is already held down in large part by present 
inordinately high retail prices. But the problem of holding ‘down the 
consumption of the high-income consumer is difficult because the high- 
income consumer is well organized and represented by intelligent and 
sophisticated leaders. This means that the consumption of high-in- 
come consumers cannot be held down in any way that is not accept- 
able to them. The problem, then, is to find a way of holding down 
their consumption that is not only effective but acceptable without 
too many undesirable side effects and after effects. 
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There are three general ways by which total consumption, including 
the consumption of the great majority of families, can be held down or 
reduced if necessary: 

Inflation. 
2. General controls—price controls, wage controls, and ration- 
ing. 
3. Taxes. 

Inflation of the kind that has operated since June of 1950, which has 
been in this regard no different from those so well documented in the 
past, has operated to reduce consumption by squeezing down the 
physical amount which all relatively fixed-income consumers could 
buy, unless they borrowed, liquidated assets, or reduced their savings. 
For most low-income consumers that meant that they had to pull in 
their belts but had nothing to show for their abstinence. The es- 
sential feature of the mechanism was the lag of fixed incomes, notably 
wage rates and salaries, behind prices. Since most wage rates did 
not rise as fast as prices, real wages per worker who could or did not 
supplement his earnings by longer hours or other shifts (purchasing 
power of wages) dec lined a bit while real profit incomes increased enor- 
mously. As a result total “abortive s savings” or forced abstinence 
was larger than the net reduction in consumption. The flexible in- 
come and profit recipients enjoyed an increase which not only enabled 
them to increase their savings in terms of money, but enabled them 
to channel a part of the bounteous windfall into luxury consumption. 
Inflation took from those that had little and added to those that had 
much. 

However, the gain to the upper-income group was not all velvet. 
Inflation brings i in more taxes, as a simple example will show. Take 
the case of a married man with two children, now earning $3,000 a 
year. His Federal income tax at 1951 rates is $120. Suppose the price 
level doubles and his income doubles, to $6,000. His tax now, at 
the same rates, is not twice as large as before but six times as large 
$720. His money income after tax is $5,280, compared with $2,880 
before the inflation. With tax exemptions and tax brackets stated 
in terms of dollars, inflation helps to raise more taxes. 

Another solution to the problem of holding down mass consumption 
is a system of general price, wage, rationing controls. The process is 
this: Real consumption is reduced or held down by price controls and 
rationing. Consumers unable to spend all of their incomes, therefore, 
save. The savings finance the Government deficit, directly or in- 
directly. Consumers as a group hold large amounts of liquid assets. 
Presumably, consumers after the emergency will be able to convert 
their incomes and savings into higher standards of living, which they 
were unable to do during the emergency. Consumers assume the role 
of financing the military program and are paid back afterward. 

Is this a real possibility? It is indeed for those who have incomes 
above the levels of ‘‘minimum need” already discussed. There is no 
question that consumers with incomes in excess of $2,500-$3,000 can 
accumulate liquid assets if such middle- and high-income consumers 
will accept a price control and rationing program that forces them to 
save. But such consumers are precisely the ones that by their extra 
funds support black-market operations. Even if they obey the price 
law and save, it seems doubtful whether they can translate these gains 
into higher real consumption after the emergency. The most like ly 
result of an ‘tears to use the assets and the high incomes to buy 
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consumers’ goods will be a postemergency inflation that will reduce 
the value of both the assets and the incomes. 

Consumers can take over the role of financing the military program, 
and get paid for it, only if they behave like financiers. That is, 
consumers can get paid back if they hold the debt for a long time, 
reinvest interest payments and only gradually reduce prince ipal. 
But the idea that they can be repaid in 2 or 3 years for the consump- 
tion foregone during the emergency is illusory, especially if, as now 
seems likely, the emergency lasts 10 to 20 years. 

There are two basic defects in the price-wage-rationing system as a 
means of forcing savings and holding down consumption. One is 
that it almost certainly results in a sudden attempt by middle- and 
upper-income brackets to translate their savings into consumption, 
notably of housing and consumer durable goods when the emergency 
is over, if not sooner. The control system forces people to save but 
leaves them free to save in any form they like. Most of the savings 
will take the form of money or assets that can be turned into money 
on demand. This means that as soon as the restraints on expendi- 
tures are relaxed there is a lot of hot money around ready to rush into 
the markets and bid up prices. The price inflation that followed the 
jettisoning of OPA is a good illustration of the flexible consuming 
power of middle- and upper-income groups. 

The second defect is that a price-wage-rationing system requires an 
elaborate structure of detailed controls to achieve a rather simple 
over-all result. The basic need is to hold down total consumption. 
But under the direct control system, the Government must control 
the expenditures of particular individuals for particular purposes. 
If the objective is to put $41.6 billion a year into defense goods, it is 
a cumbersome and seriously inefficient way to do it by rationing meats 
or gasoline or tires. 

These two defects can be avoided by taxes. Taxation has the great 
advantage of finality. It leaves no overhang of assets to create 
inflationary danger for the future. By the same token it holds out 
no promise that “those who forego consumption now will be repaid in 
the future. If the military program is very big, and lasts for a long 
period of time, the main reliance for restraining ¢ onsumption must fé ul 
on those whose incomes afford more than effici iency levels of 
consumption. 

VI. Tue Srarus or Farmers 


The outstanding price phenomenon in 1950 was the reflation of 
farm prices. (See chart 13.) As was noted in the Economic Report 
of the Joint Committee for 1950, the dip in prices then was in large 
part restricted to raw materials, and in particular to a decline in the 
price of farm products.? The fact was also noted there that through- 
out 1949 the relatively inflexible prices, notably the prices of finished 
industrial products such as steel, automobiles, and other items, far 
from declining, advanced 2.2 percent. That advance was greatly 
accelerated in 1950. Note that rapid as was the rise in the prices of 
food since April of 1950, they did not catch up with the prices of steel- 
mill products until January of 1951. 

Farm prices, on the average, did not attain in 1950 the levels which 
existed in 1948. There are, to be sure, a few, and these are highly 
publicized, which have soared above 1948 levels. Among these are 


3 Report of the Joint Committee on the Economic Report on the January 1950 Economic Report of the 
President, pp. 57-58. 
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cotton, beef cattle, veal calves, sheep, lambs, and notably wool. All 
the other major farm products are not only below 1948 levels, but 
below parity levels. Not until early 1951 did farm prices in general 
begin to reach levels in excess of 1948 peaks. 

Nor is it true that farm incomes are inordinately high. In 1959 
the farm population represented about 18 percent of total population, 
but net income of farm operators was only 6.0 percent of the national 
income, the lowest figure in the last 40 years except for 1940, 1930, 
1931, and 1932. In 1947 the farmers (then comprising 19.3 percent of 
the total population) received in net incomes about 9.6 percent of total 
national income. Even when gross farm income is compared with 
national income, the percentage in 1950 is likewise lower than at any 
time since 1941, and lower than at any time during the last 40 years 
except for the vears 1931, 1932, 1939, 1940, 1941, and 1944. These 
facts are clearly shown in table XVI. 


TaRLE XVI.—Agricullure’s share of the national income and its relative position 
as a producer of goods 


Index of volume of 
agricultural and 





— ‘ n¢ nagricultural 
Realized saa tan és I ercent production, 1935 tial al 
: ¢ | Gross in- | gross farm 39100 
, = aa gerne National | come from | income is ; popula- 
Year —" on os .< | income agricul- of na- a 
bined catia ag or ture ! tional Index of | Index of nar 
Te national income agricul- total in- 
income tural dustrial 
produc- produc- 
tion ? tion 3 
1910 3, 11.4 33, 064 22.2 
1911 3, 10. 6 32, 490 21.8 
1912 3, 10.7 34, 456 21.9 
1913 2 10.0 37, 762 20 81 63 
1914 x. 9.7 36, 367 21.0 Sf 58 
1915 z. 98 38, 254 20.8 RH 64 
1916 4, 10. 4 44, 913 al.2 8&3 7 79 
1917 7, 13.1 53, 360 24.6 86 76 Sp 
1918 8, 14.9 58, 121 27.9 9 75 RI] 
1919 9, 14.0 66, 136 26.8 91 72 81 
1920 6, 9,2 73, 393 21.7 92 75 3 
1921 3, 6.2 58, 333 18.0 &3 5g S4 
1922 4,057 6.7 60, 517 18.0 91 73 &5 
1923 4,842 6.8 70, 675 16.9 O4 RR RT 
1924 5, 128 7.3 70, 634 17.9 98 R3 RR 
1925 6, 103 &. 1 75, 187 18.0 97 a0 a 
1926 5. 699 7.1 80, 396 16.4 100 96 91 
1927 5, 706 wea 78, 502 16.9 ON Q5 92 
1928 5, 695 7.0 81,044 16.7 102 Qu 93 
1929 6, 044 7.0 85, 954 16. 1 100 110 94 
1930 4, 329 5.7 75, 364 15.1 Qs 91 95 
1931 2, 744 4. f 59, 853 14.0 102 75 06 
1832 1, 832 4.2 43, 605 14.7 96 58 97 
1933 2, 681 6.4 42. 006 16. 7 On 69 Q7 
1934 3, 759 7.6 49, 448 17.2 93 75 QS 
1935 4, 484 7.6 56, 398 17.0 9] 87 ag 
1936 5, 062 7.7 65, 707 10, 643 16. 2 G4 103 Qu 
1937 5.139 &.3 61, 556 11, 265 18.3 10 113 100 
1938 4,327 6.5 66,412 10, 071 15.2 102 RO 101 
1939 4,459 6.2 71, 515 10, 547 14.7 106 109 101 
1940 4, 525 5.8 78, 111 11, 009 14.2 110 125 102 
1941 6,412 6.7 95, 231 13, 881 14.6 113 162 103 
1942 9, O86 7.4 123, 168 18, 551 15.0 124 199 104 
1943 é 12, 126 7.9 152, 515 23, 008 15.0 29 239 106 
1944 12, 519 7.6 164, 397 24, 159 13. 5 137 235 107 
1945 12, 790 7.8 164, 067 25, 419 15.4 134 20: 108 
1946 15, 017 &.9 168, 293 29, 355 17.6 137 170 109 
1947 17, 794 9.6 185, 643 34, 643 18. 6 13¢ IS7 112 
1948 16, 526 8.0 207, 478 35, 071 17.0 138 192 114 
1949 14, 129 6.9 204, OSS 32, 167 15.8 140 176 116 
1950 2, 974 6.0 214, 494 32, 04 14.9 137 200 117 
Figures not adjusted for inventory changes but include governmental payments 
2U.8S. Department of Agriculture, BAE. 


3 Federal Reserve Board 


Source: U. 8. Department of Agriculture, U. S. Department of Commerce, and Federal Reserve Board 
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Actually agricultural income has not yet caught up with non- 
agricultural income. (See chart 14.) In fact, the outstanding charac- 
teristic of farm price reflation in 19% 50 was that farm costs for the year 
as a whole rose more than farm prices for the year as a whole. This 
provides something of a contrast with the experience of the nonfarm 
enterpriser. ‘To quote an eminent business magazine, the United 
States News: 

Businessmen as a group, evidently marked up their prices before January 2, 
Manufacturers’ costs jumped 10.8 percent from the outbreak of the Korean War 
to the first of the year. Prices jumped 12.1 percent.‘ 

Thus, in comparing the realized net income of businessmen on the 
farm, that is, farm operators, with corporations, that is, businessmen 
in the ¢ ity, we find that the year 1950 represented a bonanza year of 
unheard-of proportions for the latter. For the farmer it represented a 
year of 8 percent lower net income than in 1949. (See chart 15.) In 
1950 income from agriculture was running but 2% times the 1935-39 av- 
erage, while nonagricultural income was almost 314 times higher, and 
corporate profits more than 6 times higher. 

Moreover, although consumers as a whole have suffered from in- 
flation, there exists no special reason why increases in farm prices 
should be solely or even predominantly stressed as the primary source 
of injury. In actual fact, for those whose incomes have kept up with 
the average increase in incomes (and here one must remember the 
plight of the low- and fixed-income groups mentioned in the preceding 
section), the real cost of food is lower than it was in the pe riod 1935-39. 
Then the average consumer had to spend 23 percent of his income to 
get the same diet which he can now buy with only 19 percent. 

Furthermore, whatever increases occurred in the price of food were 
not for a major proportion due to the increases of prices of farm prod- 
ucts. Farm prices were higher in 1948 than they are now, yet food 
prices were lower. When farm prices collapsed in 1949, did food priees 
go down accordingly? When wheat prices fell by one-third from their 
level of $2.81 a bushel, did the price of bread go down one-third? It 
did not. The argument advanced by the baking concerns then was 
that the wheat in a loaf of bread is a very small part of the total cost 
of the loaf. 

Since the outbreak of the war in Korea the retail price of bread has 
gone up 1.7 cents. If all that increase were due to increases in the 
cost of the wheat ingredient, wheat would have gone up about $1.12 
a bushel above the June 1950 level; actually it has gone up only 16 
cents. So small an increase would be compensated for by less than 
two-tenths of a cent increase in the price of a loaf of bread, or less than 
one-eighth of the amount that actually occurred. The rest is due to 
increases in other costs and in margins such that net profits, which 
represent the remainder after all costs have been met, are now at 
all-time high levels. 

The example of wheat and bread could be multiplied in the case of 
cotton and cotton shirts and other consumer commodities. In short, 
the reflation of farm prices that occurred in 1950 was not the major 
cause of the increases in the price of food, textiles, and other com- 
modities. These rose primarily because of abrupt increases in con- 
sumer money demand. 


4 United States News, vol. XXX, No. 5, February 2, 1951, p. 13. 
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VII. CHANNELING Business SPENDING 


About 45 percent of the change in total output from 1949 to 1950 
was accounted for by the increase in business spending on plant and 
equipment and the shift from inventory liquidation to accumulation. 
T’\e excess spending of business was equally at fault and had as much 
to do with the inflation of prices as did that of middle and high income 
consumers. On this point the Business Outlook section of Business 
Week, a McGraw-Hill publication, in its issue of February 17, 1951, 
pages 9-10, makes a forthright statement in language of admirable 
frankness: 


Buying things now—either because they are scarce or may get scarce—has played 
a big part in sustaining the boom. 

And if you think that applies only to consumer buying, vou have another think 
coming. Business has been doing a lot of stocking up, too—all the way from 
manufacturer to retailer. 

Inventories of all business rose by $10 billion in 1950. 

But, even more important than the size of the gain, is the rate. It was ata 
brisk annual eli p of $5 billion in the first half of 1950—but in the second half of 
the year, the pace jumped to $15 billion. 

Retailers appear fully as interested in inventories as in sales, 

They built stocks hand over fist in 1950. Even though they had the biggest 
sales ever in August (on a seasonally adjusted basis) and a record Christmas, they 
added $2 billion to inventory from June to December. 

For the full year, the gain was $3 billion, bringing the value of all stores’ stocks 
to more than $16 billion at year end. 

Inventory building at the wholesale and retail levels creates business for manu- 
facturers, of course. But inventory building by manufacturers is perhaps even 
more dynamic. For their buying spreads back all the way to the farm and the 
mine. 

And manufacturers were buying a mile a minute in the last half of 1950—for all 
the talk about shortages. 

They were adding to inventory at an annual rate of $2 billion a year in the 
first half of 1950, jumped it to $8 billion in the second half. 


Between December of 1949 and December of 1950 business inven- 
tories jumped 19.3 percent. (See table XVII.) 
TanBLe XVII.—Book value of business inventories, end of period, 1949-50 


{Seasonally adjusted; billions of dollars] 








1949 1950 
Item Oe TO CN ae on ee ¥ cs 
| March| June — 1 — March | June pt a “— aa 
| | _| | 
aa ee ee a oe | —— | a — | — — | os 
Re ee | 56.4 oe 54.4 ‘| 52.9 $1.6] 525] 654.2] 56.4 | 61.6 
Manufacturing.............-] 32.4 29.3 2.9} 20.1 30.0 30.7 34.0 
Wholesale trade. .........-..| 9.3 9. 2 9.0 | 9.1 9.5 9.9 10.8 
Retail trade. _.....-- sae 14.7 14.4 13.7] 143 14.7 15.8 16.8 
| 








Source: U. 8. Department of Commerce, Office of Business Economics. Survey of Current Business, 
February 1951, p, 21. 


This rise was, of course, far from uniform among various industries. 
For example, produc ers of iron and steel products added only 8 perce nt 
to inventories, while textile manufacturers increased inventories by 2 

percent. By November, stocks of durable goods in the hands 7 
retail stores had risen 16 percent above June 19: 50, and were the 
highest on record. Likewise, nondurable goods inventories are now 
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at record levels, as are raw materials stocks. In short, the war scare 
buying of last July and August scarcely made a dent in retail stocks. 
Every other use of business funds similarly showed an increase, 
though none exhibits the spectacular proportions that characterized 
the investment in inventories. The way in which the corporations 
used their funds for all purposes, as well as the variety of sources from 
which they derived such funds, is admirably shown in table XVIII. 
Several facts in this table are worth marked attention. The item, 
receivables from business, shifted from a minus position of $1.3 
billion to a plus position of $4.5 billion. Holdings of cash and Govern- 
ment securities were doubled. Most significant of all is, of course, the 
increase in the total amount of corporate funds let loose in the 
market—from $13.8 billion to $38.5 billion. Perhaps no single figure 
better illustrates the extent to which business flung its buying power 
around than this nearly threefold increase between 1949 and 1950. 


TaBLE XVIII.—Sources and uses of corporate funds, 1949-50 } 


{Billions of dollars] 





| 


Item | 1949 | 19502 Item 1949 | 19502 
| ; 
Uses: Sources—C ontinued 

Plant and equipment } 16.1) 17.0 Payables (trade)_.- —2.2 3.5 
Inventories (book values |} —4.6 7.5 Federal income tax liability —2.4 7.0 
Receivables | wey 6.5 |} Other current liabilities —1] 1.0 

From business a —1.3 | 5 | Bank loans (excluding mort- | | 
From consumers. | -9 1.5 gage loans) ; } —1.8 | 2.5 
From Government... 3 | 5 } Short-term. . .. ne ; —.8 | 3.0 
Cash and deposits | 1.0 | 2.5 Long-term___- ‘ —1.1 | —.5 
U.S. Government securities 2.0 | 4.0 Mortgage loans Fe al —— 1.0 
Other current assets - ----- | —.2 | 5 Net new issues. -. } 5.4 4.1 
_ — ~ Stooks......- | 1.6 | 1.6 
TO iccingsccesanyer.) IRB] 38. 5 | PIR since dnaes : 3.8 2.5 
Sources } RARE SSeS ‘. 14.9 38. 5 
Retained profits 3____- j 8.6 | 13.0 } = 
Depreciation - - -- 6.7 | II oo ccducanscidines ; —1.1 | & 


1 Excluding banks and insurance companies. 

? Preliminary. Estimates for 1950, based on incomplete data, are rounded to the nearest $0.5 billion for 
the major components. Total sources and uses derived from unrounded figures. 

3 Including depletion. 


Source: U. S. Department of Commerce, based on Securities and Exchange Commission and other 
financial data. 


The amount of the increase, nearly $25 billion, had an additional 
impact far in excess of that figure. Investment funds have a delayed 
or multiplier effect on national income, one that by no means spent 
its force in 1950 but will generate more inflation for months to come. 
Increased business investment in inventories and plant and equip- 
ment, while it hits the raw materials markets and machine tool indus- 
tries first, spreads backward and forward throughout the economy— 
steadily taking goods out of the production flow and using labor to 
build plants, paying out as costs incomes to farmers, wage earners 
and others, without matching these incomes until sometime in the 
future with an increased output of consumer goods. There is no 
“hot money” quite as inflationary as additional business investment 
when made at the peak of full utilization of manpower and resources. 
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The major sources of such business funds in 1950, as shown in table 
XVIII, were retained corporate profits and depreciation allowances. 
Both of these increased in 1950. Note in chart 16 that corporate 
profits before taxes reached an all-time high annual rate of $48 billion 
in the fourth quarter of 1950. Corporate tax liabilities under the 
laws now on the statute books, including the excess profits tax, are 
estimated at $24.3 billion, which amount will of course not actually 
come into the coffers of the Treasury for several months. An extra 
lush disbursement of dividends at Christmas time brought total 
dividend payments up to $9.8 billion. Yet the amount left in undis- 
tributed profits of $13 billion exceeded by far the highest level attained 
by corporate profits after taxes during World War II. 

The course of ¢ corporate profits in recent vears, as compared with 
other components of national income originating in the private sector 
of the economy, is shown in table XIX and chart 17. Note that 
corporate profits after taxes increased 28.8 percent in 1950 over 1949, 
and are more than three times as high as they were in 1939. Such 
an increase is larger by far than that in any other major segment of 
the private economy. The table likewise shows clearly the decline 
in farm income in 1949. The one segment that has notably lagged 
behind is the income received from net private interest, which is less 
than 20 percent above 1939 levels. Such interest payments do not, 
of course, include interest on the public debt, nor do the wage figures 
include the enormously increased outlays to persons in Government 
and in the military forces. Corporate profits being exclusively earned 
in the private sector of the economy are properly compared with 
other incomes earned there. 


TasLeE XILX.—Components of national income originating in the private sector of 
the economy, 1939, 1946-50 


Billions of dollars rerek Sy 
1939 1946 1947 1948 1949 19 1939 1949 
Corporate profits before taxes 6.5 23. 5 x0. 5 3.9 af 4), 2 518. 5 15.6 
Inventory Valuation adjustment j —.7 5. 2 —5.8 2.0 2.2 1.7 
Corporation profits after valuation 
adjustment 5.8 18.3 24.7 31.8 29.9 5.5 | 512.1 18.7 
Corporation profits after taxes 5.0 13.9 18.5 20.9 17. ( 21.9 S. ( 28.8 
Unincorporated business and pro 
fessional income before taxes 6.8 20. 6 19.8 22.1 21.0 23. 2 241.2 10.5 
Compensation of employees in 
private industry before taxes 39.6 96. 4 110.7 121 120.1 | 228. 3 8.2 
Net interest before taxes 4.2 2.9 3. 5 4.1 4.7 5. ¢ 19.0 6. 
Farm income’before personal-income 
taxes 4.5 14.8 15.6 17.7 13.4 13 188. 8 —3.0 
Rental income of persons 3.5 6.6 7) 7.5 73 7.4 111.4 1.4 
National income originating in 
private sector 64.4 159. 6 181.4 204. 7 196. 4 214.1 32.5 1.0 


Computed on basis of trends in the first 3 quarters of 1950, 


Source: U. 8. Department of Commerce, Office of Business Economics 








JOINT ECONOMIC REPORT 


Lt davayp 


CIOC\APY HWOU0SZ JO 1/9UND — s,owNse OCG) ‘seOND yNoZ 
seWWOD 40 ywouys0deq SN = OG ‘80ND psy YOnoy, EEEI ~FIWNOS 




































iSsé6i is6i OS6I 6PEl SH6l Le6i SbPEI SbEl PvE! CbEI SrEl Iv6i ObEI 66! 
9 ° 
jth 
yy, OO 
Ol E —_ y Y eo aiil- 
y as yy yyy F WY YY | 
Vic Yj Ly Ug 1S SilfOld 
Wy Y , aaeead , Z Mj | } 
OZ 7/7 MO |_\ Ys Gy a 7 | pimieiemontoonl Gm 
UYfy Yy Y typ}; Yj y Ve 
= / | + O€ 
Pe 
| | S$OXO{ B/0f9G S11jJOlo 
Ov — ——}- ———_>——_— + Ov 
oS ——$--—— os 
eo 40 SNOrTHG suvT 00 40 =_ OS 
Salve TWAWNY NOILVINWA IWNOSV3S 4Os GRLSNraV 0G 40 SHOrTTIG 


6£61 JONIS ATYSLYWND 
SONSGIAIC GNV ‘S3XVL *SLISOUd 


9T LavHO 


J3LVYOdYOO 





69 


JOINT ECONOMIC REPORT 








196! Asonuor “weprseig oy jo odey WUOUOTZ OY, WON PeYewod FIUNOS 
S20 HAPY S1WOU0DZ 40 WOUNCD hq pesowyse O96! sen wns -Zi0W 


~ O56! | ever av v6! 96! Sve! ov! eve! 26! Ip61 Ove! 6t6! 


ae ae 















































aoe 


a 
te 


SOLOL B10OG $1/j04y B10100109 












$114080 
24V80d409 





OS6I-6¢6! 
LONGOYd TWNOILYN ssouD GNV 
‘S3INVIVS ONY S39VM “SLISONd 3LvYOdYOD 


LT 4avag 


S1061ApY 2wWOU0D3 40 jjDUNED — SiOW8® OSG) ‘seONd yNoy 
®s9WIWOD 40 *0 'S'N - OG6: ‘yeu0n PA WOnowus GSI -J2ONN0S 


ree a a> a a 





5 JOINT ECONOMIC REPORT 


It is to be noted that despite the very high levels of prices in the 
stock market, only $1.6 billion of the total of $38.5 billion of funds 
were derived from net new issues. The amount derived from 
bonds fell from $3.8 billion in 1949 to $2.5 billion in 1950. The ratio 
of prices of stocks to net earnings, while higher than In any previous 
year except 1949, declined from that record level mostly because of 
the enormous increase in net earnings. These and other facts are 
interestingly shown in chart 18. 

Attending this banner year of profits in business was a large increase 
in the number of new enterprises. In 1950 for the first time, the 
number of firms in operation may have exceeded the 4 million mark. 
This is in contrast with the rapid decline in new businesses that 
occurred at the beginning of World War Il. The upper limit of the 
draft age then being 44 years, a larger number of proprietors were 
brought into service. Moreover, the draft took larger numbers then. 
The dominant explanation, however, is probably the fact that profits 
in 1950 were so lucrative in every line of consumer enterprise that 
little attraction existed for border-line entrepreneurs to shift to defense 
plants 

or all these reasons. gross private domestic investment, corporate 
plus noncorporate, was by far the most expansionary component of 
national product in 1950. rising roughly 50 percent from $33 billion in 
1949 to $49.4 billion in 1950. While the largest single contribution 
came from a reversal of business inventory movements (from minus 
$3.7 billion to plus $4.1 billion), new private construction increased 
by $4.4 billion (from $16.2 billion in 1949 to $20.6 billion in 1950). 
and business expenditures on new plant and equipment increased 
by $3.7 billion (from $18] billion to $21.9 billion) to a new all time 
record level. 

Such high levels of capital expenditure, if not limited by inventory 
and materials controls. capital issues regulations. and the like, are 
likely to remain high. The types of taxes enacted thus far, including 
the excess profits tax now on the books, are in no sense capable of 
putting the damper on such inflationary business spending. 

The Secretary of the Treasury has called attention on several occa- 
sions to certain loopholes in both corporate and individual income tax 
laws, which permit 27.5 percent oil depletion allowances: exacts only 
& 25 percent rate and a 6 months’ holding period for capital gains: 
fails to provide for withholding of taxes on dividends at the source; 
permits businessmen to split the income from their business several 
ways by allowing them, though not solely for tax avoidance purposes, 
to make their wives and relatives ~ partners”’; enables corporate execu- 
tives and others in certain cases to receive stock options subject to 
capital gains tax rates rather than those on income: and permits news- 
paper and magazine publishers to deduct extravagant promotional 
expenses rather than to capitalize them. 

Nor is it certain that the excess profits tax will take as substantial 
a bite into inflationary business spending as is sometimes alleged or 
hoped. The following excerpts taken from a recent issue of an eminent 


business advisory service indicate some of the possibilities here: 5 
5 Prentice-Hall, Re port on the Business Significance of the News, Janu ary 27, 1951, pp. 5-4. 
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ARE You TAKING ADVANTAGE OF THE NEw Excess Prorits Tax? 


Most executives whose firms are subject to the excess profits tax have already 
put their tax advisers to work figuring out which of the many optional ways 
available for figuring a corporation’s excess profits tax credit will give the highest 

ible exemption. However, less attention is generally being given to formulat- 
ing plans for worth-while current and future spending which present high taxes 
(with still higher rates still to come this year)—plus some special features in the 
new excess profits tax law—make particularly attractive. 

Some worth-while expenditures will actually reduce a firm’s excess tax liability.— 
For example, purchasing mortgaged property instead of renting it will often result 
in a net tax saving because of the 9 percent excess profits credit permitted on 
borrowed capital. Similarly, borrowing funds at less than 6 percent interest will 
also usually result in a net gain for firms in the top excess profits brackets. 

However, other outlays can also be made at so small a net cost after taxes that 
they are highly desirable as steps to improve your competitive position, to help 
you get and hold an efficient labor force, or to increase future corporate and per- 
sonal income. Review the following suggestions for their applicability to your 
situation. 

Recommended: Expended spending for research, particularly on long-term 
projects that will pay off at a much later date, is advantageous under high cor- 
porate taxation. or firms subject to excess profits taxes, the Government will be 
footing from 62 to 77 percent of the cost. Small quantities of materials that may 
be needed for such research projects should not be too hard to obtain, and will 
generally not be restricted by NPA limitation orders. 

Recommended: Explore more intensively the possibility of acquiring small 
businesses that your firm could utilize to long-term advantage. Not only are 
such purchases usually entitled to an excess profits tax credit, but they also open 
up the possibility of capital gain. Neither short-term nor long-term capital 
gains are subject to the excess profits tax. 

Recommended: Maximum spending for maintenance and repairs is generally 
indicated. New construction for unessential uses will become increasingly more 
difficult, price trends are firm and rising, so the prospect of having the Govern- 
ment foot the bill for most of your repair cost should certainly be inviting. 

Recommended: Much the same case can be made for all needed plant expan- 
sion and improvement permitted under NPA construction limitations. Money 
invested for such purposes can get a 12 percent excess profits tax credit. Accel- 
erated amortization of defense-connected plant and equipment expenditures now 
become doubly attractive.® 

Recommended: Spending for bigger and better programs of worker on-the-job 
training will often be worth while. For example, many metal-working firms 
have the problem of what to do with salespeople no longer needed because of 
civilian business cut-backs. In many cases, retraining to convert salespersons 
into material expediters is feasible. Similarly, production shifts from civilian 
goods to military equipment calls for wide worker reeducation. 

Recommended: Pension and profit-sharing plans can be initiated or expanded 
at comparatively low cost. Dollars deposited in approved pension or profit- 
sharing plans are entirely exempt from corporate income and excess profits taxes. 
Thus, the Government pays from 62 to 77 percent of the cost for firms liable to 
excess profits taxes. Also, earnings of an approved pension or profit-sharing 
trust are tax exempt, and thus pile up more rapidly. And the tax of employees 
(including stockholder-emplovees) on the extra compensation represented by the 
trust fund is deferred until their shares are distributed to them-—at which time 
the tax is usually much smaller, or their returns from the trust may be treated 
as a long-term capital gain. Any additional tax increase will further enhance 
the value of pension and profit-sharing plans. 

Recommended: While carefully considering all worth-while tax-saving or in- 
come-producing projects, try to avoid falling into a reckless ‘‘excess profits tax 
psychology” in which all kinds of expenditures are approved because ‘“‘the Govern- 
ment is footing most of the bill anvhow.”’ Such a psychology can create sloppy, 
wasteful business habits which can turn out disastrously in less lush times. 


* It is interesting to note that in the few months since the outbreak of the war in Korea up to February 23, 
1951, 3,319 applications for accelerated amortization totaling $10.5 billion have been filed and 447 certifi- 
cates totaling about $3 billion issued, which is more than half of the total amount allowed during the 
whole 5-year period of World WarII. Not only is there a sizable tax saving but a supply of tax-free dollars 
ds made available for various corporate capital purposes. With the 47 percent corporate tax rate, depreciation 
dollars are equivalent to $1.89 as compared with the dollar made available from retained earnings; with the 
77 percent excess profits tax rate, depreciation dollars are equivalent to $4.34. 
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TAX ON ADVERTISING 


From a general economic point of view, one of the most desirable 
excise taxes that could be levied would be a tax on advertising, 
especially on that urging consumers to buy consumer goods. This 
is obviously not the time to whip up inflation further by stimulating 
consumer buying, nor is it a time for making still worse the already 
grave shortage of so vital and critical a material as newsprint or 
woodpulp. Yet, notwithstanding this, an increased volume of 
advertising continues to spur consumers on to additional spending. 

First, a word about the total volume of expenditures for advertising. 
In the year 1949, total advertising expenditures amounted to more 
than $5.2 billion.’ Expenditures in 1950 probably exceeded those 
of 1949 by around 10 percent. The current rate of expenditure is 
considerably greater. For example, expenditures in October 1950 
(latest data available) were 19 percent in excess of October 1949. 
The breakdown by dollars and percentages of the total for 1949 
was as follows: 

United States advertising in 1949 














‘ Amount (in | Percent of 
Medium millions total 

Newspapers. ----- sak - BY El aE 7 Saag $1, 905.0 | 36.6 
Radio - - Sei bamedakirnaiierd <bebaes . es 633.8 | 12.2 
Magazines aaa 492. 5 9.5 
Farm papers. ----- ¢ ; 20.5 4 
Direct mail a: . 755. 14.5 
Business papers. -. 247.1 4.8 
Outdoor _. EI OF LAE I LE 131.0 2.5 
Ts '.c insults cube mieekeere panies omcesainee ad 63.0 | 1.2 
Miscellaneous... ...-..--- . . 952.7 | 18.3 
I a ah in had roe pdeanieicelnnemelia Anahiaiaeeniabanie 5, 202. 2 | 100. 0 





A heavy tax currently imposed may have a variety of results. The 
advertisement of some types of products may be discontinued for the 
duration. Others may reduce the amount of their advertising. In 
some cases advertising media would reduce their rates of advertising 
and absorb part of the tax. In others, advertisers may shift to direct 
advertising by mail or by handbill in case the tax could not be made 
to apply to these types of advertising. If the heavy tax had no 
effect on the volume of advertising or the prices charged, the yield 
from a 20 to 25 percent tax would be well over $1 billion. (See chart 
19.) If the heavy tax discouraged the volume of advertising, the 
result would be a lowering of the estimated tax revenue, a reduction 
in demand for goods and ‘materials going into advertising, and also a 
reduction in the stimulus by advertising to cause people to buy. To 
the extent advertising media reduced their rates and absorbed part 
of the excise tax, their net income would also be reduced and hence 
the revenue from the income tax would be reduced. 

On the other hand, to the extent reduced volume of advertising 
resulted in reduced sales, the profits of advertisers would be re duced 
and the revenue from the income tax would be reduced. Should 
people buy less because of a reduced volume of advertising, inflationary 
pressures might be reduced and consumer saving incre ased. It is even 


' The data in this paragraph and the table are taken from Printers’ Ink, June 16,. 1950, and Deoember 8, 
1950. 
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CHART 19 
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U.S. ADVERTISING IN 1948 & 1949 
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conceivable that the yield from other taxes might also be increased, 
especially if the tax on advertising resulted in reduced expenditures 
for “good will’ advertising more or less deliberately engaged in to 
avoid excess profits and corporation income taxes. 

It is interesting to note that during 5 years of the Civil War decade, 
when a great number of excises were imposed, there existed a 3-percent 
tax on the gross receipts from advertisements appearing in newspapers, 
magazines, reviews, etc., issued periodically. The first $1,000 (later 
$600) of receipts were exempt from the tax. Newspapers with circu- 
lations under 2,000 were also exempt. Exemption might likewise be 
given to advertisements urging people either to buy Government 
bonds, insurance of all kinds, or to put their funds into savings insti- 
tutions. 


VIII. Removine Barriers TO EFFICIENT PRODUCTION 


Although in most instances an increase in taxes is required in order 
to curb inflation, there are a few imposts whose lowering would help 
to check inflation. For a brief list of such items see table XX. 
Notable among such are governmental barriers to trade, both foreign 
and domestic. From the standpoint of stimulating a deflationary 
inflow of vitally needed materials from abroad, an expansion of foreign 
trade, particularly in the import sector, would not only help to mop 
up excess buying power but would promote more competition in what 
is now a tight seller’s market, and help shift our vital labor resources 
into vital defense activity out of industries so inefficient as to require 
Government protection. The effects would be equally beneficial in 
mobilizing efficiently the resources of the free nations who are our 
partners in this long struggle against communism. (See table X XI.) 
Tariffs and trade policies appropriate, for whatever reason, under 
normal conditions, may actually restrict supply, curtail competition, 
and needlessly elevate prices of some scarce materials and commodities 
during a period of long-term mobilization in which so much output is 
needed that the dangers against which protection was originally sought 
no longer exist. 

TABLE XX 


Tue LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington D. C., January 23, 1951. 


Selected list of dutiable ‘‘scarce materials’’ which are imported into the United States 


1930 rate | Modified rate Agreement 
Iron 
Pig iron z $1.125 per ton $0.75 per ton Geneva Trade Agree- 
ment. 
Gray-iron castings 20 percent ad valorem_| 10 percent ad valorem Do. 
Manganese ore (including ferru- | 1 cent per pound on | % cent per pound on Do, 
ginous Manganese ore) or con- Inanganese content. manganese content, 
centrates containing in excess of 
10 percent of metallic manga- 
nese, 
Tungsten ores, concentrates 50 cents per pound on | 38 cents per pound or Do. 
metallic tungsten metallic tungsten 
content. content. 
Molybdenum ores, concentrates 35 cents per pound on | 174 cents per pound | Mexico Trade Agree 
metallic molybde- on metallic molyb- ment. 


num content. {| denum content. 
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Selected list of dutiable ‘‘scarce materials’ which are imported into the 
United States—Continued 


Fluorspar ores, 
um fluoride: 
More than 97 percent -__-_-- eS 


containing calci- 


Not more than 97 percent 
Tellurium compounds 


Aluminum: 
Crude: 
Scrap 
Other 
Coils, sheets, 
rods, disks, strips. 
Magnesium: 
Chloride, anhydrous 
Salts and compounds 


plates, bars, 


Metal, powder, sheets, alloys 
Mercury ores 
Titanium metal and alloy ys 


Compounds and mixtures__. 
Zirconium metal_- 
Bismuth metal 
Cadmium 


Lead ores, 
flue dust. 
Zinc ores, concentrates. - 


concentrates, 


Bromine — 
Fuller's earth, crude.. 
Graphite: 

Crude (amorphous) 


Crystalline lump, chip or 
flake. 
Strontium metal and alloys 
Tale, crude * 
Mica, crude (not above 15 cents 


per pound) 
Above 15 cents per pound in 
value. 


Alcohol, industrial: 
Fusel oil_-- 
Ethyl 

Carbon tetrachloride... 

Chlorine é 

Glycerin: 

Crude . 

Refined__- 
Methanol... 
Phthalic anhydride 


Titanium compounds and mix- 
tures. 

Trichlorethylene_-___ 

Lumber, softwood: Fir, hemlock, 
larch, pine, and spruce. 


Hog bristles: Sorted, bunched, or 


prepared. 
Rubber: Synthetic (not contain- 
ing carbon). 
Burlap: 
Nonbleached - - - - 


Cotton, raw: 


1}¢-inch staple or 
longer. 





matte, | 


| 30 percent ad valorem_| 7} 


28 





1930 rate 


$5.60 per ton_____... 


$8.40 per ton 
25 percent ad valorem 


4 cents per pound 
do 
7 cents per pound 


2 cents per pound 
25 cents ad valorem. 


40 cents per pound 
25 cents per pound 
25 percent ad valorem 





30 percent ad valorem 
25 percent ad valorem 
7% percent ad valorem 
15 cents per pound. _-_-_| 


144cents per pound on 
lead content. 

14 cents per pound on 
zine content 

10 cents per pound . 

$1.50 per ton 


10 percent ad valorem 


5 percent ad valorem 
\y cent per pound 
4 cents per pound 


| 4cents per pound and | 


25 percent ad valo- | 
rem. 


6 cents per pound -_.__. 
15 cents per gallon...__| 
1 cent per pound ___ 

25 percent ad valorem 


1 cent per pound __-__.- 

2 cents per pound -.. 

18 cents per gallon._. 

7 cents per pound and 
40 percent ad va- 
lorem. 

30 percent ad valorem. 


30 percent ad valorem. 


| $1 per 1,000 board feet 


| 


3 cents per pound 


20 percent ad valorem.| 


1 cent per pound ___-_- 
1 cent per pound and | 
10 percent ad valo- | 
rem. | 

7 cents per pound..._- 
| 


2 cents per pound 


| 10 cents per pound. -- 


oie 
25 percent ad valorem 


Modified rate 





$4.20 per ton. _- 


$6.30 per ton 
1244 percent ad valo- | 
rem. 


144 cents per pound 
2 cents per pound 
3 cents per pound 


12% percent ad valo- 
rem. 

20 cents per pound 

25 cents per pound 

12% percent ad valo- 
rem. 

15 percent ad valorem 

25 percent ad valorem 

3% percent ad valorem | 

3% cents per pound. ._| 





8{ cent per pound on 
lead content. | 

34 cent per pound on | 
zinc content. 


50 cents per ton 


5 percent ad valorem 
6 percent ad valorem 


¥¢ cent per pound 
4 cents per pound. -. 


2 cents per pound and 
15 percent ad valo- 
rem. 


3 cents per pound - ___. 

7% cents per gallon... 

1 cent per pound. 

1244 percent ad va- 
lorem. 


0.4 cent per pound... 

1 cent per pound - 

18 cents per gallon_____ 

3% cents per pound 
and 20 percent ad | 
valorem. 

15 percent ad valorem. 


10 percent ad valorem 

50 cents per 1,000 board 
feet. 

3 cents per pound 


10 percent ad valorem_| 


4 cent per pound . 

Ye cent per pound and 
5 percent ad valo- 
rem. 

3) cents per pound ... 








Source: Department of the Interior, Defense Minerals Administration, 
ment of Commerce, National Production Authority, 


Notice 1, as amended, Jan. 


Agreement 


Mexico Trade Agree- 
ment. 
Do. 
Geneva 
ment. 


Trade Agree- 


Do. 
Do. 
Do. 


Do. 
Do. 


Do. 
Do. 
Do. 


Do. 

Do. 
Peru. 

Geneva 

ment. 

Do. 


Trade Agree- 


Do. 


Do. 
Do. 


Do. 
Do. 


Do. 
Do. 
Do. 


Do. 


Do. 
Do. 
Do. 
Do. 


Do. 
Do. 
Do. 
Do. 


Do. 
Do. 


Do. 


Do. 
Do. 


Argentina. 





MO-1, 


Dec. 29, 1950; Depart- 
10, 


1951, title 32A; U. 8S. 


Tariff Commission, United States Import Duties (1950) and Supplement 1 thereto, December 1950. 


D. Ritey Luioyp, 
Senior Specialists Section, Legislative Reference. 
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TaBLeE X XI.—List of items on which it is considered that a reduction in the United 
States tariff would assist United Kingdom exports to United States of America 


{From the Congressional Record, Mar. 22, 1950] 








Tariff paragraph Commodity Rate of duty 
, ..-| Synthetic pigments ----_.-_- ..----| 15 percent 
i... | Sanitary earthenware 45 percent plus 10 cents per dozen pieces. 
212... ae Sanitary earthenware (if of vitreous china)_| 60 percent 
MGs e sus Bone china table and kitchen articles 30 percent but not less than 5 cents per 
| plain white. dozen and 25 percent ad valorem. 
| PO. wecperinraice dren sip aieadeiarece 35 percent but not less than 5 cents per 
dozen and 30 percent ad valorem. 
228 | Ophthalmic instruments- . eens Mainly 60 but also 30 and 45 percent. 
228 and 360 | Scientific instruments Various—mainly 60, 45, or 40 percent. 
387... | Card clothing with plated wire and tem- | 25 percent. 
|  pered round steel wire. 
339... ..| Silverplated candlesticks and candelabra._| 50 percent 
339. ... ; | Electric flatirons (Morphy Richards) and | 40 percent 
| electric toasters. 
a@.a.- | Crochet needles and hooks. . $1.15 per thousand plus 40 percent. 
ee Knitting needles (particularly aluminum 30 percent 
eee : | Electric floor scrubbers for industrial pur- | 15 percent. 
poses. 
359 | Dental and surgical needles. - - - os oe oni 
360 _ . Drawing instruments - -- ion .---| 45 percent 
aac i Clocks petacknane Seeea = Various—from 55 cents each plus 65 percent 


| to $4.50 each plus 65 percent plus for each 
| jewel 25 cents 


368 (a) oa Mechanisms for measuring the flow 


of | Various according to value—from 27}4cent 
electricity. each plus 3344 percent to $2.25 each p Jus 
| 3246 percent 
If containing jewels 246 cents for each jewel. 
ass --..----| Knitting machines for fully fashioned | 40 percent. 
| hosiery 
372..............| Other knitting machines ..| 27% percent. 
Siete ..| Chocolate—confectionery m: achine PP coe Do. 
Winks. ..-----| Joiners’ tools .-| 45 percent. 
397_.............| Furniture of metal and wood____.._- _.| 22% percent. 
We en oeteses Herring, smoked, waesainae etc... ..-| 10 percent. 
Weaéetae« PC : 7 ais _....| Various—10 to 20 percent ad valorem 
763...........-.-| Ryegrass seed ...----| 1% cents per pound. 
lilewe hekceasaes Cotton yarns—fine_-_.......- ed ...-.-| Not bleached, 20 percent; bleached, etc., 
25 percent. 
Gk oiclecmdsinen Cotton piece goods—fine_...............-.- | Not bleached, etc., 274% percent; bleached, 
| 30 percent; printed, etc., 32 percent. 
ince ccs ....| Cotton cloth of counts exceeding 90— | Mainly 27}4 percent. 
| unbleached. 
| Cotton cloth 8 and over—bleached _......| 30 percent. 
| Cotton cloth 8 and over—printed, dyed | Do. 
| _ or colored. 
Woven with 2 or more colors—additional | 2)4 percent. 
duty. | 
ee a ede 40 percent. 
ke Linen fire hose PIPES _..-.--| 19% cents per pound plus 15 percent. 
1009a - . _- __.| Woven fabrics of flax...--...-_-- .--| 40 percent. 
cea --| Plain linen handkerchiefs—hemmed...___-| 25 percent. 
12366....... ...-| Wool rags, waste, and shoddy._........_- | Rags 9 cents per pound; shoddy, 14 cents 
| per pound; waste, probably 104 cents per 
| } pound. 
ee .| Wool cloth weighing not more than 4 | 374 cents per pound plus 25 percent. 
| ounces per square yard. | 
1109 (a)_.........| Wool cloth weighing over 4 ounces per Do. 
square yard. 
1109 (b)__._..- _| Industrial wool felts, belts, blankets, etc_._| 3744 cents per pound plus 20 percent. 
1301.... eA OO FE ae ee ee ..| 45 or 50 percent but not less than 40 cents 
per pound, 
RS asia pane staple : | 20 percent. 
Pe deiiwns Carbonizing tissues of 10 pound substance | 30 percent. 
and over. 
ON cos. oot Da ire ae ale, be ne i ast ....| 25 percent 
Mi ensshinaes ..| Paper serviettes ebiliad os 35 percent. 
Paice ew Mechanical toys.._.--..-- ieaiekci ..| 70 percent. 
1513__...........| Rubber toys 5O percent. 
AS Parts of toys not specifically provided for | 70 percent. 
| (i, e., mechano parts). 
1529 ee mbroidered linen articles __- 45 or 70 percent. 
Various.....-... Containers of edd-liver Oil (the off is duty } 
free). Various. 


Of marmalade jars.............--.- 


81651—51———6 








78 JOINT ECONOMIC REPORT 


Moreover, from the standpoint of the economic interests of the 
United States and the tasks which confront it, tariff restrictions or 
trade policies either in the American economy or in the economies of 
friendly nations which limit the access of industry to the full resources 
available to the Western World are injurious to defense capac ity. 
There should, therefore, be undertaken a serious appraisal and review 
of the trade restrictions which inhibit the capacity and expansion of 
American enterprise. 

Even more important is the removal of cartel situations or restrictive 
private practices associated with such governmental restrictions. 
There are numerous raw materials which this country must import 
which are subject to cartel or trade restraints originating abroad. 
Others are subject to restrictive trade policies and tariffs originating 
here. Greater freedom of trade among the friendly nations defe nding 
free institutions would not only strengthe n and broaden competition, 
but enable competition to do the basic job which it performs in 
advancing technology, production, and efficiency while contributing 
to economic stability and better distribution by holding or even 
lowering price levels. 

Some aspects of the problem, which will be met in even larger 
proportions as the defense program progresses, are already visible. 
In a large number of the materials and products listed as scarce, or 
which are integral items of Government procurement, it is clear that 
monopolistic patterns, extreme concentration, noncompetitive price 
levels, and market domination by a few major producers constitute 
the prevailing circumstances which both defense and civilian policies 
must encounter. Not all scarcities stem from monopoly conditions, 
but the number is sufficiently large and in most cases of such basic 
nature and importance that improvement can come in such fields 
only by way of an expansion in the competitive behavior—and per- 
haps the competitive numbers, as well—of producers and markets. 

If the defense program is contemplated as a long-term job, as it 
must be, then the conclusion follows that emergency considerations 
should not dominate policy, but should be a subsidiary part of a broader 
program which promotes rather than contracts the competitive capaci- 
ties and behavior of the economy, firmly based on the understanding 
that the economic ability of the United States is largely dependent in 
the future upon the health of competition. 

Experience in World War II revealed that many of the most acute 
and dangerous shortages which hindered our armament were the 
products of monopoly. In one field after another, cartels, combines, 
and monopoly groups were found responsible for scarcity. This was 
true in aluminum, natural and synthetic rubber, magnesium, many 
strategic chemicals and medicines, and even in certain types of neces- 
sary military equipment.® 

Some of these situations have been corrected, but many more 
remain. A brief glance at the leading shortages in our economy today 
is sufficient to indicate that where monopoly still prevails, or has not 
been replaced by the vigor of competition, scarcity is chronic. This is 
true in copper, tin, cobalt, certain chemicals, and several other indus- 
tries in which there are only one, or two, or a few producers.° 





8 For complete documentation see Joseph Borkin and Charles A. Weish, Germany’s Master Plan, the 
Story of Industrial Offensive. Duell, Pearce and Sloan, 1942. 

® For a brief list of some of the products which Government must procure from four or less producers. see 
Appendix 6 
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Not all critical scarcities result from monopoly—but all such monop- 
olies, especially in critical areas, do result in shortages of capacity, 
restricted output, and prices boosted to the limit that the traffic 
can bear. This has been spectacularly true of certain imports, 
notably rubber, tin, burlap, hides, copper, and newsprint. Our 
economic interests, like our strategic spheres of defense, lie in many 
cases far beyond our own borders. Monopoly conditions in tin, or 
in newsprint, or other industries which make the American people 
pay more than is necessary, or restrict output, or impose quotas are 
as weakening in their effects upon our economy as the loss of vital 
territories to the foes of democracy. 

Friendly governments, as well as short-sighted groups in our own 
economy, must be made to realize that in the present circumstances, 
monopoly practices are positive injuries to the ability of the free world 
to attain that level of preparation which is necessary to survival. 

Within our own country, the efforts of government to prevent and 
to remove, wherever found, restrictions upon our industrial capacity, 
upon tec chnical advanc ement, and upon output must be continuous. 
Otherwise national security will be jeopardized. 

Even in the narrow field of Government procurement, the impact 
of higher prices seems to have struck with unusual force. Why in 
general should the Government have to experience a considerably 
higher price rise from April of 1950 to October-November of 1950 
than did the civilian economy? Such price increases cannot be justi- 
fied on the ground that the goods purchased represented new items to 
which costly engineering and design outlays had to be charged. The 
large list of items on which price increases have twice been reported 
in the Congressional Record by Senator Lyndon Johnson ® represent 
in all cases goods that were already being delivered in April of 1950. 

Why then, to pick a few examples at random, should fuel oil f. 0. b. 
tanker west coast rise 112.1 percent between April and October? 
Or three-conductor cables, 77.7 percent? Or radio sets, 45 percent 
(when they were a drug on the civilian market)? Or space heaters 
(50,000 B. t. u.), 39.5 percent? Or various types of cranes from 28.2 
percent to 74.6 percent? Grease fitting kits, 240.6 percent? Rope 
wire, 100 percent? Dry batteries by amounts varying from 30.9 
percent to 109.5 percent? Trailer mounts, 90 percent? Actuators, 
flash hider bearings, forearm screws, and rear assembly sights, 150 
percent? Height finders, 38.9 percent? T-7A parachute assembly 
with reserve canopy, 51.7 percent? G-—11 100-foot cargo chute, 39.8 
percent? And scores of other items showing the same general type of 
abrupt price jumps? 

What happened in so brief a space of time that items already in 
production in April of 1950 and being bought in larger amounts just 
a few months later should cost so much more? As is stated i 
recent report from the Office of the Secretary of Defense— 

Normally, unit prices for many of the items now being procured by the De- 
partment of Defense would be expected to decline at this time because of large 
increases in the volume of procurement which should reduce manufacturing costs. 
The Air Force, for example, estimates that increases in the unit volume of the 
items it procures should have had the over-all effect of lowering manufacturing 
costs by roughly 20 to 25 percent between June 1950 and January 1951,vet 
average prices paid by the Air Force have not dropped at all during this period. 


1® Congressional Record January 17, 1951, pp. 393-6, Military Procurement Prices Before and After the 
Attack on Korea, 
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In some cases prices have risen markedly despite quantity orders. The Army, 
for example, is now paying $250,000 per unit for heavy antiaircraft guns, an 
increase of 56 percent over the pre-Korea price of $160,000 when smaller quan- 
tities were on order. In terms of the number of guns that can be procured with 
available funds, the effect of the inflationary price increases is almost the same 
as if half the guns on order had been destroyed by enemy action." 

Is there any significance in the fact that in many instances the num- 
ber of suppliers was very small and in some cases only one or two? 
Such are the puzzling questions that clamor for objective documen- 
tation of fact and fearless action. 

No service is rendered to this Nation if in mobilizing itself against 
an aggressive totalitarianism abroad it permits itself to be delivered 
to the mercies of monopolies and other forms of economic totalitarian- 
ismathome. The long period of sustained tension ahead but increases 
the necessity for alertness to preserve whatever competition can be 
preserved. The dangers of a garrison state increase, the longer the 
period of armed alert. Small business and free, private enterprise 
are usually the first major economic casualties of war mobilization 
programs ‘because war inevitably involves the mass production of 
items used by the individual soldier and the highly specialized manu- 
facture of gigantic ships, planes, tanks, and guns. Both sets of items 
are produced by large-scale business par excellence. 

Moreover, inflation by its very operation brings communism. 
Evidence on this point was extensively presented in a document 
entitled, ‘‘The Economic and Political Hazards of an Inflationary 
Defense Economy,” published by this Committee in February 1951. 

In sum, all these facts but add emphasis to the importance of 
eternal vigilance lest vital economic freedoms be lost during the long 
period of watchful peace and sustained tension ahead. The necessity 
for alertness in detecting points at which the free, privatefcompetitive 
enterprise is being imperiled is greater than ever. ‘To be sure, peril 
points to free enterprise are difficult to estimate, even in terms of 
the percent of output or of sales or of employment or of assets con- 
centrated in the hands of one or a few firms. They are even more 
difficult to estimate in terms of other leverages equally strategic and 
vital such as political influence at State, local, and national capitals; 
direct and indirect controls over patents, raw materials, sources of 
credit, prices, and news channels; open and clandestine managerial, 
legal, ‘and financial interrelationships; and many other mechanisms 
for the zoning and exercise of economic power now becoming apparent 
since the end of World War II in actions under the antitrust laws, in 
reports of numerous cartel and other economic investigations, and 
especially in the wealth of new information that is being yielded by 
the decennial census of population, manufactures, and commerce of 
1949. But in the light of greatly increased responsibilities, continuous 
preparedness and continuous appraisal of the status of competition 
are urgently required for intelligent formulation of wise national 
policy. 





! For full statement and extensive table of price increases suffered by military procurement, see Ap- 
pendix 4. 








APPENDIXES 





APPENDIX 1? 


FUNDAMENTALS OF DEMOCRACY CONTRASTED WITH 
COMMUNISM 


DEMOCRACY 


COMMUNISM 


Basic Creed 


Dignity and worth of each human 
being is supreme; society strives to 
afford each the greatest possible oppor- 
tunity to reach his highest attainments. 


Totalitarian state is supreme; each 
human being must serve the state as 
the state directs, regardless of his own 
welfare or judgment. Human beings 
are expendable. 


Human Rights 


Because each individual is sacred, he 
has certain inalienable rights which 
democracy guarantees by law. 


Freedom of religion. 


No one has guaranteed rights or 
freedoms. Everyone is subservient to 
14 Politburo dictators and their agents. 


Church dominated by state. 


Freedom of the Person 


No arrest without warrant; no arbi- 
trary seizure of persons or property or 
search of homes; trial by an impartial 
jury guaranteed. 


Arbitrary arrests; imprisonment with- 
out trial; secret police seize anyone, 
search any home; everyone watched 
by spies. 


Other Freedoms 


Freedom to seek truth and secure 
accurate information in schools, univer- 
sities, elsewhere. 


Free press and radio; free speech, 
freedom of assembly; freedom to form 
voluntary organizations. 


State tells everyone what to believe; 
information available in schools and 
elsewhere is distorted to serve state 
purposes. 


State-controlled press and radio, per- 
sons criticizing government imprisoned; 
assembly only with government permis~ 
sion. No organizations free of state 
control. 


Representative Government 


Free elections by secret ballot, several 
party candidates for each office, nom- 
inated in free party primary elections 
or conventions. 


sovernment by laws enacted by 
chosen representatives of people. 





e 


One-party “elections,” single slate of 
candidates chosen by Communist Party 
officials. 


Government by decrees of dictators, 
without consent of people. 


41 American Federation of Labor, Labor’s Monthly Survey, January-February 1951, p. 3. 
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In some cases prices have risen markedly despite quantity orders. The Army, 
for example, is now paying $250,000 per unit for heavy antiaircraft guns, an 
increase of 56 percent over the pre-Korea price of $160,000 when smaller quan- 
tities were on order. In terms of the number of guns that can be procured with 
available funds, the effect of the inflationary price increases is almost the same 
as if half the guns on order had been destroyed by enemy action." 

Is there any significance in the fact that in many instances the num- 
ber of suppliers was very small and in some cases only one or two? 
Such are the puzzling questions that clamor for objective documen- 
tation of fact and fearless action. 

No service is rendered to this Nation if in mobilizing itself against 
an aggressive totalitarianism abroad it permits itself to be delivered 
to the mercies of monopolies and other forms of economic totalitarian- 
ismathome. The long period of sustained tension ahead but increases 
the necessity for alertness to preserve whatever competition can be 
preserved. The dangers of a garrison state increase, the longer the 
period of armed alert. Small business and free, private enterprise 
are usually the first major economic casualties of war mobilization 
programs because war inevitably involves the mass production of 
items used by the individual soldier and the highly specialized manu- 
facture of gigantic ships, planes, tanks, and guns. Both sets of items 
are produced by large-scale business par excellence. 

Moreover, inflation by its very operation brings communism. 
Evidence on this point was extensively presented in a document 
entitled, ‘The Economic and Political Hazards of an Inflationary 
Defense Economy,” published by this Committee in February 1951. 

In sum, all these facts but add emphasis to the importance of 
eternal vi igilance lest vital economic freedoms be lost during the long 
period of watchful peace and sustained tension ahead. The necessity 
for alertness in detecting points at which the free, privatefcompetitive 
enterprise is being imperiled i is greater than ever. To be sure, peril 
points to free enterprise are difficult to estimate, even in terms of 
the percent of output or of sales or of employment or of assets con- 
aiineian in the hands of one or a few firms. They are even more 
difficult to estimate in terms of other leverages equally strategic and 
vital such as political influence at State, local, and national capitals; 
direct and indirect controls over patents, raw materials, sources of 
credit, prices, and news channels; open and clandestine managerial, 
legal, and financial interrelationships; and many other mechanisms 
for the zoning and exercise of economic power now becoming apparent 
since the end of World War II in actions under the antitrust. laws, in 
reports of numerous cartel and other economic investigations, and 
especially in the wealth of new information that is being yielded by 
the decennial census of population, manufactures, and commerce of 
1949. But in the light of greatly increased responsibilities, continuous 
preparedness and continuous appraisal of the status of competition 
are urgently required for intelligent formulation of wise national 
policy. 





1! For full statement and extensive table of price increases suffered by military procurement, see Ap- 
pendix 4. 
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FUNDAMENTALS OF DEMOCRACY CONTRASTED WITH 
COMMUNISM 


DEMOCRACY 


COMMUNISM 


Basic Creed 


Dignity and worth of each human 
being is supreme; society strives to 
afford each the greatest possible oppor- 
tunity to reach his highest attainments. 


Totalitarian state is supreme; each 
human being must serve the state as 
the state directs, regardless of his own 


Human Rights 


Because each individual is sacred, he 
has certain inalienable rights which 
democracy guarantees by law. 


Freedom of religion. 


welfare or judgment. Human beings 
are expendable. 
No one has guaranteed rights or 


freedoms. Everyone is subservient to 
14 Politburo dictators and their agents. 


Church dominated by state. 


Freedom of the Person 


No arrest without warrant; no arbi- 
trary seizure of persons or property or 
search of homes; trial by an impartial 
jury guaranteed. 


Arbitrary arrests; imprisonment with- 
out trial; secret police seize anyone, 
search any home: everyone watched 
by spies. 


Other Freedoms 


Freedom to seek truth and secure 
accurate information in schools, univer- 
sities, elsewhere. 


Free press and radio; free speech, 
freedom of assembly; freedom to form 
voluntary organizations. 


State tells everyone what to believe; 
information available in schools and 
elsewhere is distorted to serve state 
purposes. 


State-controlled press and radio, per- 
sons criticizing government imprisoned; 
assembly only with government permis- 
sion. No organizations free of state 
control. 


Representative Government 


Free elections by secret ballot, several 
party candidates for each office, nom- 
inated in free party primary elections 
or conventions, 


Government by laws enacted 


by 
chosen representatives of people. 





”? 


One-party “elections,’’ single slate of 
candidates chosen by Communist Party 
officials. 


Government by decrees of dictators, 
without consent of people. 


41 American Federation of Labor, Labor’s Monthly Survey, January-February 1951, p. 3. 
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Economic Freedom 


Anvone is free to start and run a State controls and operates all busi 
business; anv worker is free to ‘choose ness; no free enterprise. State dictates 
and change jobs. Workers may organ- worker's job and freezes him in job 


ize free unions, employers may form Free unions and trade associations are 


trade associations. prohibited. 

Right to own property. Anyone may No one may own property. State 
own a home, farm or business,..and owns al! housing facilities, farms, busi 
choose where he will live. nesses. State officials assign people to 


living quarters. 


Right of contract. Emplovers fix State officials dictate all prices, terms 
terms of business by contract: workers of business, wages, work conditions 


determine wages and work conditions No person or group is free to contract 


by collective bargaining and contract with others on such matters 
with employers. 


Result 


Democracy results in progress up- Communism levels people downward: 
ward: High-living standards, opportun- Poverty, contempt for human beings, 
ity, advancement through personal advancement depends on favors from 


initiative and responsibility. state and party officials 

A vigorous, loval, resourcefui people A people seething with discontent, 
who will defend freedom with all they many ready to revolt, held in = sub- 
have and help others to attain it. jection by the seeret police and Soviet 


army’ 





APPENDIX 2 
JuLy 18, 1950. 


Economic PREPAREDNESS ReEQuIRES HIGHER TAXES 


To: Members of the Joint Committee on the Economie Report. 

From: Joseph C. O’ Mahoney, chairman. 

Subject: Has the Joint Economic Committee a function to perform in the present 
crisis? 

In inviting the response of the members of the Joint Economic Committee to 
the query whether we should hold an executive session to discuss economic policy 
in the present world situation, I respectfully submit the following general obser- 
vations. If the members of the committee feel that such a meeting would be 
helpful, I shall call it for Friday, July 21, at 10 a. m. 

We know now that modern war is total war and that the nation that succeeds 
in modern warfare is the nation with the strongest economy, as well as the greatest 
military skill. 

Success for the United States in the present international dilemma depends 
upon (1) the awareness of our people of the fact that Soviet Russia is the head 
and center of a world revolutionary movement which plans by force and deceit 
to destroy all rival governments; (2) the willingness of the American people to 
contribute their substance to pay the economic costs as well as the military costs 
of total warfare. 

It has been the policy of the United States, and still is, to establish world peace. 
To this end it has contributed through the Marshall plan to the economie rehabili- 
tation of Europe, and through the Truman policy to the containment of com- 
munism., By supporting Greece and Turkey and by promoting the Union of 
Democratic Nations through the North Atlantic Pact and the Western Hemis- 
phere Pact, it has made the free nations of the world more able to resist aggression 

It is evident now that the Soviet Government, through the use of the veto in 
the United Nations, through the confusion it has sought to create by the activities 
of Communist party members everywhere, and through localized acts of aggres- 
sion, such as those at Trieste and Berlin, now ripening into actual aggressive 
warfare in Korea with Soviet-trained soldiers and Soviet-built machinery, is de- 
termined not to permit the world to return to the ways of peace. The United 
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States must continue, through the United Nations, to mobilize the moral forces 
of the world against these aggressive tactics of Russia, but at the same time must 
launch an intensified program of military and economic preparedness. 

The question, which must be answered by all our people is how much we are 
willing to contribute of our personal economic resources to the winning of this 
struggle. We cannot hope to make the military effort successful without an all- 
out economic effort. We know now that the lessons of World War I were not 
used in preparation for World War II. We cannot afford to make the same mis- 
take again of a soft approach to the hardest problem this Nation has ever faced. 

When World War II began, the United States had a natior 
$49 billion; the national debt today is $257 billion. The rt I 
proportion because we did not have a pay-as-you-go policy for the war. Only 45 
percent of the money costs of that conflict was raised by taxes. The rest of it 
55 percent—was postponed to the future through the issuance of bonds. What- 


ial debt of less than 





ever new expe nditures are undertaken now will have to be paid for either thre 
taxes or throug h another increase in the national debt with conseq i 

he Kremlin expects this country to take the easy way out, that 
down and to trust that somehow sometime in the future the debt 
Russia is counting on us to bring about our own fiscal collaps 
support necessary military outlays by increased taxes. 

Congress is ready now to approve increased military expenditures. Such ap- 
propriations should be accompanied by a tax bill which will finance the expen 
without increasing the debt. 

Fortunately, it will be much easier to do this than would at first appear. Mili 
tary expe nditure will increase production; production will increase the income of 
the people and a portion of this increased income turned into defense cl 
a pre paredne ss tax law would make it possible to avoid another increase of the 
national debt. 

Higher taxes would have another beneficial effect. They would constiti 
effective substitute for rigid economic controls. In World War II we kept the 
tax rates lower than they might have been. Rigid controls were ther 
sary though we were unwilling, in the use of controls, to freeze prices 
profits across the board. Higher taxes now to meet the increased pena l 
which everyone believes inevitable will reduce the mone} available for civiliaz 
purchases and will thus operate to divert industrial production from civilian com- 
modities to military commodities. A preparedness tax bill would enable all the 
people to contribute the buying power necessary to finance the concentrated mili- 
tary production required for the preservation of the free world. For some time 
come we as a people will have to be willing to buy fewer automobiles an 
tanks. 

At my request the staff has made a review of the present economic situation 
involving recommendations as foilows: 

















1) Balance the cash budget. Federal expenditures should be held to the 
minimum, particularly those not directly connected with military require- 
ments and vital economic expansion. Once the expenditure program for 
the next fiscal year has been enacted, the Congress, after conservatively 
estimating the increased vield in taxes likely to result from increased levels 
of business activity, should increase governmental revenues by enough to 


balance the cash budget. 

(2) Restore consumer credit control. 

3) Authorize allocation machinery for critically scarce materials. 

(4) Implement through the United Nations the point 4 program and 
other measures providing not only for expanded technical, educational, an 
economic assistance, but for freer flow of goods, services, and capital, to 
every member of the family of nations seeking peace and freedom. 

Furthermore, immediate administrative action should be taken (1) to 
contract credit for all activities that unduly compete with expanded arma- 
ment effort; (2) to impound, insofar as possible, funds appropriated for 
nonvital postponable objectives; (3) to develop a program for private ex- 
pansion of productive capacity of critical items such as steel; and (4) to 
encourage increased private savings, via sale of savings bonds. 

I venture to suggest that this committee, with its background of economic 
information, can and should make its contribution to public understanding of 
the profound economic effects of the present acute situation. 
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I. REVIEW OF CURRENT ECONOMIC PRESSURES AND THE OUTLOOK 


The current economic situation differs considerably from that which prevailed 
when war broke out in Europe in September 1939. Then the economy had a great 
—_ of slack. Now employment, personal income, and consumptfon are at record 

evels. 

In 1939, out of a total Jabor force of 55,600,000, about 9,000,000 were un- 
employed. Now the total labor force is about 66, 000,000 and less than 3,500,000 
are unemployed. Technological developments may be counted upon to increase 
production equivalent to adding a million persons to the labor force during the 
next 12 months. Another million, mostly young persons, will be available, many 
of whom are daily volunteering for the armed services. Hours of work can be 
increased. But the total amount of slack in the labor force is obviously less than 
half that of 10 years ago. 

In 1939 the Federal Reserve Board Index of Industrial Production averaged 
109 for the year and doubled within the next 5 years. In June of 1950 the index 
of industrial production stood at about 197. It reached 243 during the war. It 
could readily be increased from 5 percent to 7 percent, i. e., the index could reach 
a level of 210 without involving higher costs, uneconomic and submarginal plants, 
or additional costs necessary to overcome bottlenecks in production capacity. 
The one outstanding exception is steel, with copper, paper, and power possibly 
also bumping ceilings at an early date. 

In 1939 disposable personal income amounted to about 70 billion dollars. Now 
it is more than 200 billion, and may approach the 210 billion level before the end 
of 1950. After adjustment is made for increases in population and prices, real 
per capita disposable personal income is up over 40 percent. Furthermore, con- 
sumers are buying more in relation to their incomes than they were in the prewar 
period. Additional employment and wages combined with military operations 
abroad might well cause consumers to bid up prices sharply. 

In 1939 prices were comparatively low; agricultural prices in particular were 
substantially below a balanced relationship with other parts of the price structure. 
Price increases then raised both production and capacity. At boom levels such 
as now exist, price increases are simply inflationary and obstruct rather than 
increase balanced production. 

In 1939 corporate profits after taxes were about $5 billion. They are now 
running at a rate of about $21 billion, after taxes. Profits are therefore well over 
four times the prewar level after allowing for the increase in tax burden. 

Inventories of goods are in general about in balance. But widespread piling 
up of inventories by business, coupled with consumer hoarding, might well 
tighten up the situation to such an extent as to give manufacturers, wholesalers, 
and retailers strong incentive to aggravate inflationary pressures. 

It is assumed in this statement that current police action in Korea represents 
not an emergency action, but rather the first in a continued series of localized 
encounters with Communist aggression. Relatively heavy military expenditures 
may for years to come be a steady proportion of governmental outlay and approxi- 
mate 18 to 20 billion dollars, as compared with 13 at the present time. Can 5 
to 7 billion dollars be added to current defense expenditures without inflation? 
As indicated above, the economy could quickly expand another 5 percent with 
existing labor force and capacity. Gross national product could rise from levels 
of $260 billion to $280 or $285 billion without serious inflation of costs, provided 
there be no panic buying by consumers, business, or the Government. A further 
general rise in prices is not only unwarranted but aids directly the strategy of the 
Kremlin. Lenin laid down as the first tactic in Communist overthrow of capital- 
ism that of inciting inflation. Rumor mongers and speculators who boost prices 
are accomplices of Stalin. No more effective economic weapon can be found than 
the demonstration by this Nation of self-discipline and sacrifice in domestic com- 
modity markets equal to that being shown on Korean battlefields, 


II, FEDERAL FISCAL POLICY 


Fiscal policy, under the circumstances, should be directed toward balancing the 
cash budget as nearly as practicable or feasible, thus contributing to economic 
stability and strength. 

On the basis of present tax laws, on the basis of the expenditures implied in the 
pending appropriation bill as amended by the Senate Appropriations Committee, 
and on the basis of modestly expanding levels of national income, the cash budget 
of this Government may nearly be in balance. The “cash budget” as distinct 
from the “traditional budget’’ includes total receipts from all sources including 














he 
‘ic 
he 
e, 
et 
ct 


JOINT ECONOMIC REPORT 85 


trust accounts on the one hand, and all expenditures, including those from trust 
accounts, on the other hand. The Federal deficit on the traditional basis, exclud- 
ing trust account operations, might be $2 billion. Existing programs approxi- 
mate the conditions set forth by the Monetary, Credit, and Fiscal Policy Subcom- 
mittee in its report last January as requiring a cash surplus. 

The Nation faces this question: Is the expected increase in defense expenditures 
of an emergency nature—one lasting only for a few months, or until the present 
Korean situation is terminated? Or, is an increased tempo of military activity 
more or less permanent—one likely to last for the foreseeable future as additional 
Communist aggressions develop in other parts of the world? If the former is the 
accepted assumption then the Government might well accept the resulting Govern- 
ment deficit as a temporary expedient. If, however, the latter is deemed more 
likely, then sound fiscal policy demands balancing the budget either through re- 
ducing expenditures in other areas or by increasing taxes, or a combination of 
the two. 

One of the strongest instruments for stabilizing the economy at high production 
levels and preventing creeping inflation is the Government’s fiscal program. 
Nothing can be gained through permitting price increases and inflation. Today 
there is little slack in our human and material resources. Further inflation will 
not produce extra output. 

With fiscal policy one of the most expedient methods of preventing inflation, 
the Congress should make every use of it. This involves adhering to the criterion 
that the cash budget should, at the minimum, be balanced when economic activity 
is at its present tempo. Most careful scrutiny of Federal expenditure programs 
should again be made to find possible reductions that might offset to the largest 
possible extent the necessary increases in the military area. Once the expenditure 
program has been determined—after the pending appropriation bill becomes law 
and after the new requests for additional military authorizations are known— 
the Congress should increase taxes to the extent necessary to assure a balanced 
eash budget in the next fiscal year. 

The tax structure should also be designed to make whatever contribution is 
possible toward the control of strategic materials and scarce manpower. ‘There 
is now in effect a schedule of wartime excise taxes originally designed with this 
purpose in mind. To the extent that present necessities are similar to those 
prevailing at the time these taxes were designed, they are well and good. No 
need for change in them exists. It may be, on the other hand, that changed 
circumstances would dictate some change today in the list of particular articles 
subjected to “‘punitive’’ excises at an earlier date. The list of items included 
might, therefore, be subject to review but the principle of curtailing all uses of 
limited resources where they do not contribute to defense needs should be con- 
tinued. This would suggest that the pending tax bill not be pressed until the 
expenditure program becomes known and that an automatic criterion of a balanced 
cash budget be the guiding principle in any tax legislation this session. 


Ill, MONETARY POLICY 


Tax measures designed to improve the balance of the budget must be accom- 
panied by monetary action wherever possible. 

Under the present circumstances of threatened inflation, the direction of the 
required monetary action is clear. The problem is (1) the willingness to use and 
(2) the effectiveness, if used, of the credit restrictive devices which might be 
brought into play. Ordinarily restrictive credit devices operate through interest 
rate channels and thereby influence business decisions. However, if the psycho- 
logical pressures making for inflation are strong enough they may well outweigh 
the importance which businessmen and consumers attach to increased interest 
costs. To the extent that they do discourage borrowing, increased interest costs 
offer a useful device. To the extent that costs are disregarded in the rush of 
individuals and businessmen to make their own preparations for war, the restric- 
tive effects of higher interest rates are nonexistent; only the cost effects to Govern- 
ment and defense construction are real. 

The Federal Reserve System has several devices available to it for restricting 
credit. One of these is through its open-market operations 

Another restrictive device now available to the Federal Reserve System is the 
possibility of increasing requirements for member bank reserves. These require- 
ments are now four percentage points or some 15 percent to 20 percent lower 
than their recent maxima. 

The most effective control for the specific needs of diverting purchasing power 
from so-called “hard goods”’ is no longer available without congressional action. 
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The reenactment of authority for regulation W is a first and necessary step if 
consumer purchases of automobiles and household durables are to be curtailed. 
In recent months it has been an accepted Government policy to encourage 
housing expansion. If defense needs require, the Government should reverse 
this policy, discouraging housing loans. This may be done by forcing larger 
down payments for approved mortgages, by increasing maximum rates on insured 
mortgages and by qualitative action through tighter appraisals standards. 


IV. MANDATORY ALLOCATION OF MATERIALS 


The economy is operating so near capacity in certain areas such as steel, electric 
power, and paper that any increase in demand in the Military Establishments 
must, of necessity, create a demand for vital materials in excess of the immediate 
supply. In addition to efforts to expand our capacity in these kev items, efforts 
should be directed toward developing allocation programs for fair apportionment 
of these scarce materials among civilian uses. So far as military needs are con- 
cerned, the Draft Act provides the President with power to direct production 
priorities for the defense establishments. However, Congress will need to enact 
authority for the administration to cooperate with industry in establishing 
equitable allocations to prevent disruption of the civilian economy and rising 
prices, 
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APPENDIX 3 


Selected cases where changes in legislation would result in economies ! 
SUMMARY OF ESTIMATED SAVING 


{In millions] 


Fiscal year 


1953 and sub- 


1952 
sequent years 
Military services $360.5 $385.0 
Finance, commerce, industry | 24.0 24.0 
Labor : 5 5 
Transportation and communication ‘ 396. 0 600. 0 
Natural resources ‘ : , 
Agriculture : 61.0 186.0 
Education : ‘ 2.0 2.0 
Social security, welfare, and health . 159. 0 159.0 
Veterans = 516.0 | 517.0 
Interest 7 105.0 105.0 
General t s : 57.0 57.0 
Total_. cei ssciuitiaa le esinieemarisiibiats _ 1, 681.0 2, 035. 5 


1 The accompanying list is intended only as an illustration of what might be considered, not as a specific 
recommendation. Neither the committee nor any of its individual members or staff necessarily recommend, 
wr favor, any of the specific proposals. In preparing the list the staff has, of course, not been in a position to 
hold hearings nor explore the individual items thoroughly with interested parties. In all cases “‘savings”’ 
are estimated and if any proposal were adopted, actual realization might be larger or smaller savings than 
those indicated. 
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APPENDIX 4 
THe DEFENSE PROCUREMENT DOLLAR 


As measured by the Bureau of Labor Statistics’ Wholesale Price Index, wholesale 
prices today are 20 percent higher than in April 1950 and more than 14 percent 
higher than prices at the time of the Korean invasion. Despite the existence of 
price control, prices have risen by more than | percent during the past month and 
it has been predicted by the Director of the Office of Price Stabilization that prices 
will rise by an additional ‘5 or 6 percent, or even more”’ by midsummer of 1951. 

Commodities and services of a strictly military nature purchased by the De- 
partment of Defense are not covered by price regulations, but civilian-type com- 
modities such as food, shoes, textiles, ete., are subject to such regulations. During 
the past few months, the costs of virtually all items purchased by the Department 
of Defense have increased, and further general increases appear to be in the offing. 
This applies to both items covered by price control and those items exempt from 
such control, since in both groups of commodities there are many cases in which 
increases in basic costs have not yet been reflected in the prices of finished com- 
modities. The upward pressure on prices will be accentuated by the additional 
wage increases that are taking place. 

Normally, unit prices for many of the items now being procured by the De- 
partment of Defense would be expected to decline at this time because of large 
increases in the volume of procurement which should reduce manufacturing costs. 
In an increasing number of instances, however, part or all of the economies of 
larger scale production are being lost as a result of increases in direct manufactur- 
ing costs, principally Jabor and raw material costs. The Air Force, for example, 
estimates that increases in the unit volume of the items it procures should have had 
the over-all effect of lowering manufacturing costs by roughly 20 to 25 percent 
between June 1950 and January 1951, yet average prices paid by the Air Force 
have not dropped at all during this period. The Air Force estimates, therefore, 
that its true procurement costs have risen by close to 25 percent. In some cases, 
prices have risen markedly despite quantity orders. The Army, for example, is 
now paying $250,000 per unit for heavy antiaircraft guns, an increase of 56 percent 
over the pre-Korea price of $160,000 per gun when smaller quantities were on 
order. In terms of the number of guns that can be procured with available funds, 
the effect of inflationary price increases is almost the same as if half the guns on 
order had been destroyed by enemy action. 

Every effort is being made by the Department of Defense to reduce costs and 
cut down on the need for critical raw materials by revision and simplification of 
specifications. For example, specifications for military blankets have been 
changed from 100 percent virgin wool to only 65 percent virgin wool, with the 
balance reprocessed and reused wool. Despite this reduction in quality, blanket 
prices, like all wool product prices, have risen alarmingly. The most recent 
procurement of blankets under the new specifications was made about a month 
ago, when 780,000 blankets were purchased at $16.54 each. This represents a 
125 percent increase over the price of the last sizable procurement of 100 percent 
virgin wool blankets. 

It must be recognized that it is difficult to compare prices at different times for 
much of the materiel procured by the armed services because of changes in quanti- 
ties involved, changes in specifications, changes in manufacturing methods and 
processing techniques, resort to marginal producers or methods, tooling costs, 
existence of price redetermination clauses in contracts, ete. Direct price compari- 
sons can best be made on relatively standard-type items that are subject to little 
change in specifications. Such a list of items, indicating procurement prices 
applicable to each of the services and to the Armed Services Petroleum Purchasing 
Agency, is contained in the attached table. While these items account for only 
a relatively small part of the total amount of defense procurement and their price 
changes do not represent an exact index to over-all procurement prices, the almost 
uniformly upward price trends shown by these items serve to illustrate the 
serious decline in the purchasing power of the defense dollar that has taken place 
during the past year.—Progress Reports and Statistics, Office of Secretary of 
Defense, March 5, 1951. 
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APPENDIX 5 


EXCERPTS FROM TESTIMONY BEFORE THE JOINT COMMITTEE 
ON THE ECONOMIC REPORT AND FROM REPORT OF SUBCOM- 
MITTEE ON MONETARY, CREDIT, AND FISCAL POLICIES 


I. Toe Case FoR MAKING CREDIT CONTROL A PRIMARY CONSIDERATION 


* %* * Timely flexibility toward easy credit at some times and credit restric- 


tion at other times is an essential characteristic of a monetary policy that will 
promote economic stability rather than instability. The vigorous use of a restric- 
tive monetary policy as an anti-inflation measure has been inhibited since the war 
by considerations relating to holding down the yields and supporting the prices of 
United States Government securities. As a long-run matter, we favor interest 
rates as low as they can be without inducing inflation, for low interest rates stimu- 
late capital investment. But we believe that the advantages of avoiding inflation 
are so great and that a restrictive monetary policy can contribute so much to this 
end that the freedom of the Federal Reserve to restrict credit and raise interest 
rates for general stabilization purposes should be restored even if the cost should 
prove to be a significant increase in service charges on the Federal debt and a 
greater inconvenience to the Treasury in its sale of securities for new financing 
and refunding purposes.! 
* * a * * * * 

Another reason for preferring reliance on monetary, credit, and fiscal policies 
as the major method of general economic stabilization is that they are more con- 
sistent with the maintenance of our democratic system and with the fostering and 
promotion of free competitive enterprise. These instruments do not involve the 
Government in detailed control of the particulars of the economy; they do not 
require the Government to intervene in individual transactions between buyer 
and seller, in dealings between employer and employee, and in the determination : 
of the prices and production of particular commodities. These millions of intricate 
decisions are left to the operation of the market mechanism while general mone- 
tary, credit, and fiscal policies work toward stabilization by influencing the total 
supply and cost of money and the total amount of money income at the disposal 
of the private sectors of the economy. There is every difference between the 
effects of general over-all monetary, credit, and fiscal policies which indirectly 
influence the economy toward stabilization and the effects of an elaborate system 
of direct controls. * * *2 


* * + * * * * 


We do not know precisely how much effectiveness as a stabilizing device we 
can expect from appropriate, vigorous, and coordinated monetary, credit, and 
fiscal policies. Our past experience is of little help in making such an estimate, 
for a timely, vigorous, and coordinated use of all these policies for stabilization 
purposes has never been seriously attempted in this country. Fortunately, 
however, the validity of our recommendations does not need such a precise 
estimate; it is enough to know that these methods can be very powerful and 
that they are preferable to other methods for promoting general economic 
stability. We do, however, wish to make two points with respect to the effective- 
ness of these instruments: (1) They are not a panacea for all economic ills, nor do 
they make it unnecessary for us to employ wise economic policies of other types. 
There are many kinds of economic problems—for example, those relating to the 
maintenance of competition—that they cannot solve, and they are even likely to 
lose a large part of their effectiveness as stabilization measures if other policies 
are unfriendly. And (2), if not used in a coordinated and supplementary manner, 
the various components of monetary, credit, and fiscal policies are likely to prove 
insufficient to cope with strong cumulative forces which at times create depressions 
and at other times inflation. In fact, these policies may completely defeat each 
other. They can be much more effective if they are employed as integrated parts 
of an appropriate over-all monetary, credit, and fiscal program. We cannot 
afford, therefore, to rely solely on a few of these measures and to neglect the 
others.’ 

That the Federal Reserve is powerless to restrict credit in general while main- 
taining low yields on Governments is brought out by two facts: (1) All holders 





1 Monetary, Credit, and Fiscal Policies (report of the Subcommittee on Monetary, Credit, and Fiscal 
Policies), S. Doc. 129, 81st Cong., 2d sess., p. 2, 

2 Ibid., p. 9 

3 Ibid., p. 11. 
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of Governments, both individual and institutional, retain complete freedom to 
buy or to sell at will any or all of these securities, of which their holdings are 
tremendous. At their own option they may sell these securities to acquire money 
to spend for consumption, to finance capital purchases, or to lend to others, 
Any tendency for interest rates on private obligations to rise relative to those on 
Governments tends to induce investors to sell Governments in order to make 
funds available to private users. And (2) in order to prevent yields on Govern- 
ments from rising above any given level the Federal Reserve must stand ready 
to buy at those yields all the Government securities that others do not wish to 
hold. In this way all holders of Governments, not merely member banks, are 
given access to new money from the Federal Reserve. They get this money by 
selling Governments, and the cost of the money to them is the yield that they 
sacrifice on the securities sold. Thus for the Federal Reserve to maintain low 
yields on Governments by passively purchasing them in unlimited quantities is 
to assure that money for other uses will continue to be cheaply available in large 
amounts. 

Such a policy of maintaining low yields on Governments negates or seriously 
reduces the effectiveness of every Federal Reserve instrument for general credit 
restriction. (1) Open market operations are likely to be useless; the Federal 
Reserve is not free to refuse to buy or actually to sell Governments in order to 
restrict credit in general but must purchase these securities in such amounts as 
are required to prevent undesired rises in their yields. Even if the Federal 
Reserve should sell Governments in an attempt to restrict credit it would be 
compelled, under this policy, to buy them back again to prevent a rise of yields. 
(2) Increases in Federal Reserve discount rates are likely to be largely ineffective 
as positive restrictive measures, for banks will not need to borrow so long as they 
can secure funds at will by selling Governments to the Federal Reserve. Even 
the psychological effects of increases in discount rates are much reduced by the 
fact that banks are largely out of debt to the Federal Reserve and know that they 
can remain so. (3) The restrictive effects of increases in member-bank reserve 
requirements are greatly reduced by the fact that the banks can easily repair 
their reserve positions and restore and even expand their lending power through 
the sale, at their own option, of Governments to the Federal Reserve.‘ 


II. THe Case ror Makina Despr MANAGEMENT A PRIMARY CONSIDERATION 

Treasury and Federal Reserve officials have advanced a number of reasons 
for the policy of holding down the vields and supporting the prices of Governments 
in the face of inflation. (1) Such a policy holds down service charges on 
Federal debt. The Secretary of the Treasury stated to the 


LO 


the 
subcommittee: 
“The interest cost of the debt to taxpayers is another of the many considerations 
which must be taken into account in debt-management policies. It 
that the interest charge on the public debt during the 


ul 


is estimated 
fiscal vear 1950 will be 
$5,450,000,000. This item represents over 13 percent of the Federal budget for 
the year. The interest cost is likely to grow over a period of time—in the absence 
of substantial debt reduction—because the rate of interest on savings bonds 
increases as the bonds are held to maturity, and because an increasingly large 
proportion of the debt represents the accumulation of trust funds invested at 
rates set forth in the law which are higher than the present average 
on the debt. 

‘‘A general rise in interest rates would bring about a further rise in the budget 
charge for interest payments. An increase of as little as one-half of 1 percent 
in the average interest paid on the debt would add about $1,250,000,000 to this 
charge. The Treasury was able to finance the last war at an average borrowing 
cost of less than one-half the borrowing cost of World War I. If this had not 
been done, the interest charge at the present time would be more than $10,000- 
000,000 a year instead of $5,000,000,000 a year. It is clearly evident that this 
$5,000.000,000 annual saving in the taxpayer’s money is a highly important factor 
in the budget picture of the Federal Government.”’ 

(2) The maintenance of relatively stable prices on Governments helps to 
maintain confidence in the public credit and facilitates Treasury sales of securities 
for both new financing and refunding purposes. This looms important to the 
Treasury, with about $50,000,000,000 of its marketable debt maturing within 
& year and with large volumes of outstanding nonmarketable issues, especially 
savings bonds, payable on demand. (3) The maintenance of stable security prices 
protects investors against capital depreciation and prevents any loss of public 


interest rate 





‘Ibid., p. 27. 
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confidence in financial institutions, including banks, that might result from a 
serious decline of these prices. (4) Any marked decline in the price of Govern- 
ments would be communicated to other parts of the credit market and might 
bring about unemployment and deflation by interfering with the flotation of new 

rivate securities. And (5) any feasible rise of the yields on Governments would 

e so ineffective as an anti-inflationary measure as not to be worth its cost. 
Though Federal Reserve and Treasury officials, and especially the latter, seem 
to have been greatly influenced by the objectives of holding down the service 
charges on the Federal debt and of facilitating Treasury security flotations it is 
well to remember that there were also other considerations behind the postwar 
policy, such as those relating to protecting individual and institutional investors 
against capital depreciation, prevention of a financial panic, and avoidance of 
restrictive policies that would be so vigorous as to reduce employment and 
production. 

To these arguments the Council of Economic Advisers in a memorandum 
addressed to the Joint Committee on the Economie Report added the following 
considerations.® 

“Despite the drumfire of criticism which has been directed at the debt manage- 
ment policy from certain financial quarters, the judgment of the President that it 
has been ‘eminently successful’ is wholly justified by the record of the past 5 vears. 
Our economy was unshaken by an immediate postwar slump which brought a 
decline of more than 60 percent in production of durable goods, a substantial 
decrease in nondurable production, and an increase in unemployment even when 
millions of war workers were withdrawing from the labor force. The policy made 
available abundant and cheap credit to business when it then endeavored to carry 
its share of the responsibility in the race with inflation by increasing productive 
capacity. It also helped to reduce a critical housing shortage. It contributed 
to the conditions under which the expected flood of liquidation of savings bonds 
did not materialize, and sales of savings bonds have continued in large volume. 
It preserved a solid credit position for the Government when the great economic 
question arose whether the end of inflation would become the beginning of eco- 
nomic collapse. It has even added to the prosperity of some custodians of funds 
who disdain it but who would have wholly inadequate outlets for the swollen de- 
posits created by the war if they did not know that they can safely invest in 
Government bonds because the market price will be supported. 

“This is the record of the policy which the subcommittee would now abandon. 
What is the record of the proposed substitute policy of flexible monetary and 
credit control by the Federal Reserve System, when we look to its service in 
establishing economic stability? The subcommittee speaks of the desirable 
characteristics of central bank operations, and it is entirely justified in praising 
them for flexibility and because they are indirect and do not entail positive action 
by Government which limits the freedom of businessmen. But when it comes to 
considering their effectiveness in attaining the objectives of the Employment Act, 
the subcommittee only says that we can draw no conclusions from experience 
because we have never really tried to use these policies to counteract serious in- 
flation or deflation. 

“We do not read history that way. For 35 years, Federal Reserve discount 
rates have been shifted up and down. For 25 years the System has carried on 
open-market operations. Changes in reserve requirements have been one of the 
tools of control for more than a decade. * * * 

“Repeatedly, in its discussion of this problem, the report of the subcommittee 
speaks of the need for ‘vigorous’ use of central bank power. We assume that 
it is meant that history furnishes no guide to action because central bank operations 
have never been vigorous enough. If this also means that the writers of the 
report look to the Federal Reserve Board to interpret the proposed congressional 
directive as an instruction to use its power more vigorously in a future inflation 
than they were used in the past, the joint resolution would indeed threaten untold 
damage to Treasury operations. Before this war, the Board has only twice been 
called upon to consider action in a period of important inflation. In 1920, it ran 
the discount rate up to 7 percent. In 1929, it pushed the rate up until it reached 
6 percent. The debate still goes on, whether the high discount rates caused the 
ensuing catastrophes or whether the economic collapse was in each instance due 
to forees which not even 7 and 6 percent discount rates could quell. But cer- 
tainly the Reserve Board is not open to the criticism that it has not used its power 





§ Tbid., p. 2». 7 , 
6 Hearings before the Joint Committee on the Economic Report on the January 1950 Economie Report 
of the President, 8lst Cong., 2d sess., pp. 66-67. 
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vigorously. If that record shows that even more violent effort would be neces- 
sarily in order to make central bank operations effective to curb an inflationary 
movement, we believe the conclusion should be that these particular anti-infla- 
tionary devices are altogether too dangerous to justify giving to them the premier 
position among the arsenal of weapons to gain economic stability.” ? 

” * * * * * * 

Mr. Serrzer® * * * 

“The real controversy is over the effectiveness and the appropriateness, under 
present conditions, of combating inflation by an indiscriminate, over-all tight- 
ening of the money markets and an accompanying raising of interest rates. 
More particularly, the question is whether we should seek to limit the current 
expansion of bank loans to business by an over-all restrictive credit policy with- 





out regard to the dominant position now occupied by Government securi 
the assets of commercial banks and without regard to the Treasury’s reft 
and possible new money requirements. 

“The prescription of over-all tight money in periods of excessive loan expansion 
has behind it the foree of long tradition. It arose in England, and to a 
degree in European countries generally, at a time when the assets of commercial 
banks consisted mainly of business loans, and when their lending power was highly 
responsive to movements of gold out of and into a country. An export of gold, 
induced by a greater rise in domestic than in foreign commodity prices, reduced 
the reserves of the central and commercial banks. ‘This forced a contraction of 
bank loans and led to a rise in interest rates. The higher interest rates by them 
selves did little if anvthing to restrict the demand for bank credit for domestic 
use. The absolute reduction in the lending power of the commercial banks, 
caused by their loss of reserves, was the effective agent in reducing loans to business. 
In England, and in some other countries, however, the higher interest rates often 
helped to contract the domestic volume of bank credit by diverting the foreign 
demand for credit to countries with lower interest rates. 

“In the United States today, changes in the amount of Federal Reserve credit 
made available to the commercial banks largely take the place of gold movements 
in altering the reserves and lending power of commercial banks. It is natural to 
conclude, therefore, that the Federal Reserve System should now use its power 
to absorb member bank reserves and so bring a halt to the current expansion of 
bank loans to business. Here, however, we encounter the greatly changed 
institutional situation, which cannot be ignored. In this new situation, a mod- 
erate application of the unmodified traditional weapon of reducing member bank 
reserves is unlikely to be adequately effective in curbing undesired loan expansion; 
while a violent application would be exceedingly dangerous. 

“Tn 1914 the marketable securities of all kinds held by all the commercial banks 
in this country amounted to less than 22 percent of their earning assets. The 
great bulk of their holdings consisted of loans to business enterprises. Some of 
these fell due every business day. The total volume could be reduced merely 
by not making new loans or renewals in as large amounts as the daily maturities. 

“‘The banks did not need to sell large quantities of securities on the open market 
to reduce the total amount of bank credit. The borrowers whose notes were 
maturing daily provided an automatic market for their own notes. This kind 
of contraction of bank credit could not proceed far before the money supply of 
the business community was critically reduced, bringing about a liquidation of 
inventories and, often, a general business recession. The power of the banking 
system to effect a significant reduction in the money supply of the business com- 
munity was the more pronounced before World War I because it was then the 
fashion of business enterprises to finance a far greater proportion of their working 
capital by bank credit than it is today. 

“But see how different the banking situation is today. At the end of June 
1950, the securities holdings of all the insured commercial banks in the United 
States, mainly Federal Government obligations, constituted 63 percent of all 
their earning assets and only 37 percent consisted of loans of all kinds. More 
than a quarter of their total loans, moreover, consisted of real-estate loans, which 
are akin in some respects to securities, though less liquid. The total of their com- 
mercial and agricultural loans was only 16 percent of their aggregate earning 
assets. 

“This change in the institutional situation means this: That whereas formerly 
@ general tight money policy by a central bank was largely a selective control, in 











78. Doc. 129, on. cit., p. 20. 
§ See pp. 431-435 of the committee hearings on the January 1951 Economic Report of the President. 
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effect, operating directly and immediately to restrict loans to business enterprises, 
today a general tight money policy means a specific attack upon the Government 
bond market, and only an indirect and weak attack on business loan expansion. 

“In order to reach 5 or 6 or 7 billion dollars of business loans, the weapon of an 
over-all restrictive credit policy would first have to wade through billions of 
dollars of Government securities owned by the commercial banks. They held 
about $65 billions of Federal obligations on June 30, 1950. You cannot rely 
upon price declines of these Goverment securities to keep the banks from selling 
substantial amounts of them in order to continue their expansion of loans to 
business. 

“You cannot rely upon that because their capital losses would not be important, 
and because on some of them they would not suffer any loss. I have some figures 
here that probably are familar to you. At this time the commercial banks hold 
nearly $4,000,000,000 of Treasury bills, some of which mature every week and all 
of which mature within 3 months. The banks can continue to obtain funds to 
make business loans merely by not buying new Treasury bills to replace the 
maturing ones each week. And they hold about $18,000,000,000 of Treasury 
notes, most of which mature within a year. 

“‘A moderate rise in interest rates would cause only small changes in the prices 
of these near-term maturities. For example, a 1'% percent l-year Treasury note 
would still sell above 99 if the short-term rate of interest went from 1% to 2% 
percent. If a bank has a good commercial borrower at 3% or 4 percent, I do not 
think that bank is going to be deterred from selling a Treasury note at 99 to make 
this new loan. 

“So that a general tight credit policy under current conditions is apt to prove 
ineffective as a curb on business loan expansion unless it is extremely tight. A 
moderate rise in interest rates, a moderate tightening of the reserve position, would 
not do the work. And a very drastie tightening, I think, would be much too 
violent, much too dangerous under present circumstances.”’ 

* * * * * - * 


III. RECENT STEPS TO RECONCILE THE TWO OBJECTIVES 


Excerpts from memorandum of the President, February 26, 1951: 

“Tt would be relatively simple to restrain private credit if that were our only 
objective, or to maintain stability in the Government security market if that 
were our only objective. But in the current situation, both objectives must be 
achieved within the framework of a complete and consistent economic program. 

“We must maintain a stable market for the very large financing operations of 
the Government. At the same time, we must maintain flexible methods of dealing 
with private credit in order to fight inflation. We must impose restraints upon 
nonessential private lending and investment. At the same time, we must maintain 
the lending and credit facilities which are necessary to expand the industrial base 
for a constant build-up of our total economic strength. Jnstead of fighting in- 
flation by the traditional method of directing controls toward reducing the over-all 
level of employment and productive activity, a defense emergency tmposes the harder 
task of fighting inflation while striving to expand both employment and produc- 
tion above what would be regarded as maximum levels in normal peacetime.’’ [Italics 
ours.] 

“* * * The essence of this problem is to reconcile two important objectives, 
neither of which can be sacrificed. 

“On the one hand, we must maintain stability in the Government security 
market and confidence in the public credit of the United States. This is important 
at all times. It is imperative now. We shall have to refinance the billions of 
dollars of Government securities which will come due later this year. We shall 
have to borrow billions of dollars to finance the defense effort during the second 
half of this calendar year, even assuming the early enactment of large additional 
taxes, because of the seasonal nature of tax receipts which concentrate collections 
in the first half of the year and because of the inevitable lag between the imposi- 
tion of new taxes and their collection by the Treasury. Such huge financial opera- 
tions can be carried out successfully only if there is full confidence in the public 
credit of the United States based upon a stable securities market. 

“On the other hand, we must curb the expansion of private loans, not only by 
the banking system but also by financial institutions of all types, which would 
add to inflationary pressures. This type of inflationary pressure must be stopped, 
to the greatest extent consistent with the defense effort and the achievement of 
its production goals. 
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“The maintenance of stability in the Government securities market necessarily 
limits substantially the extent to which changes in the interest rate can be used 
in an attempt to curb private credit expansion. Because of this fact, much of 
the discussion of this problem has centered around the question of which is to be 
sacrificed—stabilitv in the Government securities market or contro] of private 
credit expansion. I am firmly convinced that this is an erroneous statement of 
the problem. We need not sacrifice either. 

“Changing the interest rate is only one of several methods to be considered 
for curbing credit expansion. 


” BS * * a * 


“Among other things, I ask that you consider specifically the desirability of 
measures: (1) To limit private lending through voluntary actions by private 
groups, through Government-sponsored voluntary actions such as was done in 
a narrow field by the Capital Issues Committee of World War I, and through 
direct Government controls; and (2) to provide the Federal Reserve Syste with 
powers to impose additional reserve requirements on banks.” 

* * oN * ok - ¥ 

Joint statement of the Secretary of the Treasury and Chairman of the Federal 
teserve Board, March 4, 1951: 

“The Treasury and the Federal Reserve System have reached full accord with 
respect to debt-management and monetary policies to be pursued in furthering 
their common purpose to assure the successfyl financing of the Government’s 


requirements and, at the same time, to minimize monetization of the public debt.’’ 


APPENDIX 6 


CONCENTRATION IN PRODUCTION OF CERTAIN MATERIALS IN 
SHORT SUPPLY AND SUBJECT TO CONTROL OR PURCHASED BY 
THE ARMED SERVICES 


The materials cited on the lists of strategic, critical, and scarce commodities 
derived both from domestie and foreign sources include some which have been 
produced under conditions of monopoly at one time or another, or which are 
supplied principally by a few major firms in the industry. The following list 
sets forth a few of the materials, the major producers, and the percentage of 
production controlled by each (where information is available). 

Two lists of materials designated as “scarce and not to be hoarded”’ have been 
issued by the Government. The first list was issued by the National Production 
Authority on December 28, 1950; the second list was issued 
1951, by the Defense Minerals Administration. Other lists of materials and 
products bought by the armed services have also been published. The summary 
which is given below sets forth instances in which a major part of production of 
a large number of the items on these lists is accounted for by one or a few firms, 
according to immediately available data. Data for this summary has been 
compiled from various public sources, including the Minerals Yearbook, the 
Bluebook of antitrust cases, hearings before the Temporary National Economie 
Committee, studies by the Department of Commerce, and other sources. 

A brief survey of the major metal products bought by the Armed Forces indi- 
cated that there are a number of groups or types of products on the list which are 
subject to high levels of concentration among small groups of manufacturers. 
The most recent data cannot in all cases be compared directly with the items on 
the list, because of differences in classification. In general, however, it is possible 
to indicate the concentration of output in the class of items or in the field of 
industry from which the specified product must be obtained. As far as possible, 
the summary given follows the order of the published list of products bought by 
the Armed Forces. Differences in grouping are noted as they occur. 

In addition to the concentration or dispersion of production noted with respect 
to certain key raw materials used in manufacture of items required by the armed 
services, an examination of the list of commodities procured by the military 
services indicates that in certain classes of commodities there is some concentration 
of production. 

It should be remarked that it is not possible on the basis of available data, to 
determine concentration of output for each item in the list published in the study 
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by the joint committee.’ Moreover, in some classes of items, it is not possible 
to determine the individual companies or producers that account for published 
production figures, because available information does not specify either identities 
or percentages of output by companies. 


I. Bastc MATERIALS 


1. Antimony.—More than half of total consumed in the United States is 
imported from China, Mexico, Bolivia, and Peru. Major domestic producers: 
Bradley Mining Co. (Idaho), produced 97 percent in 1947, 93 percent of domestic 
output in 1948 (MYB). 

2. Aluminum.—Total domestic production (1948) of primary aluminum is 
divided among three major producers as follows: 


Percent 
1. Aluminum Co. of America__.._____-_-_-- SN a a a ia 
2. Reynolds Metals Co____-_-__ Sl aR fa rel kg acai oan 
a ER en wiewnecweus es : = ee 


3. Beryllium.—Major producers (relative percentages not available) are: 


1. Beryllium Corp. (Pennsylvania). 
2. Brush Beryllium Co. (Ohio). 
3. Clifton Products Co. (Ohio). 


4. Copper.— Major producers accounting for more than 80 percent of refining 
capacity as of 1944 include: 


Percent of 

out put 

1. American Smelting & ae te tee ‘ oe ; 37 
2. Anaconda Conner Oo... .. 25s. 6n2 5 cu. . ; ‘ -« 2 
3. Phelps-Dodge Corp-___---- eee gee en ey <a 


In copper mining as distinct from refining, the largest pre is the Kennecott 
Copper Corp., accounting for 44 percent of total output in 1944, followed by 
Phelps-Dodge, 24 percent; and Anaconda, 16 percent. 

5. Cobalt.—Imports from Belgian Congo supply over 90 percent of cobalt con- 
sumed in the United States. 

Sole importer: African Metals Corp. (New York). 
Domestic producer: Bethlehem Steel Cc o. (Pennsylvania). 
(MYB, 1948). Bethlehem Steel produces some cobalt for its own use. 
6. Iron ore.—Domestic production supplies bulk of present consumption. 


Percent 

Major producers: (1947) 
1. Oliver Mining Co. (subsidiary of U.S. Steel) .-.......-----.---- 47 
I a i a tcl wt ete este we 

Ta Se ESE EEE PEE eee ene Te eT a pe rene : 

A Sa ci ICI I i acid ees chi in oceans miele teeth wis wid a Bid pat 3 5 

Di RN CE NR ir i a aciin nee Clad ame iMe ne a ee” 6 


As of 1950, these producers accounted for approximately four-fifths of domestic 
output of iron ore. The position of these producers with respect to iron ore 
reserves corresponds to their relative output, with minor differences. 

7. Magnesium.—The Dow Chemical Co. has been the only primary magnesium 
metal producer in the United States since July 1946 (MYB, 1948). 

During World War II, United States Government constructed 13 plants for 
magnesium production, which have been disposed of or are now held on a stand-by 
basis. 

8. Manganese.—More than four-fifths of requirements are imported. Major 
domestic producers include: Anaconda Copper Mining Co., which shipped 
91 percent of total manganese ore from United States mines in 1948 (MYB). 

Smaller shipments were made by a number of producers scattered in various 
States. 

9. Nickel.—Nearly all requirements are imported, primarily from International 
Nickel Co. of Canada. 

10. Molybdenum.—The United States is a leading producer of molybdenum, 
importing relatively small amounts for consumption. Major domestic producers 
include: 

1. Climax Molybdenum Co., the largest producer. 
2. Kennecott Copper Co. 

3. Molybdenum Corp. of America. 

4. U.S. Vanadium Corp. 


! General Credit Control, Debt Management, and Economic Mobilization, U.S. G. P. O., Washington, 
D. C., 1951, pp. 27-33. 
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telative percentages of output among these firms are not currently available. 
Climax Molybdenum Co., the major supplier, is the sole producer in Colorado, 
the chief source in 1948. 

Kennecott Copper Co. is sole producer in Utah, the second leading State 
molybdenum output. 

ll. Titanium. Major domestic producers include: 
National Lead Co. 
kK. I. du Pont de Nemours & Co. 

Yadkin Mica & Ilmenite Co. (Glidden Co. 
Metal and Thermit Corp. 

Ferro-‘litan Metals Corp. 

6. Caleo Chemical Division (American Cyanamid Co. 

National Lead Co. is the leading producer, but ot! 
available. 

12. Tin.—Only negligible amounts of tin are produced from mines in the United 
States and Alaska. Nearly all tin requirements are imported from abroad. The 
output and allocation of tin has in the past been controlled by the International 
Tin Cartel. The Combined Tin Committee and the International Tin Study 
Group are the agencies which have been chiefly concerned with the stabilization 
of the industry since World War II. The chief sources are Malaya, Indonesia, 
Thailand, Bolivia, and other scattered areas. 

13. Tungsten.—The bulk of tungsten consumed in the United States is imported, 
but there is substantial domestic production (4,210 tons in 1948). The major 
domestic producers include: 

1. Climax Molybdenum Co. 

2. Nevada-Massachusetts Co. 
3. Nevada Scheelite, Ince. 
4 


in 


ee 


t 


ier relative figures are no 


Surcease Mining Co. 
». Tungsten Mining Corp. 
}. U.S. Vanadium Corp. 
Relative percentages are not available. 
14. Vanadium.—Although publication of figures for output and consumption of 
vanadium ore in the United States has been suspended, the leading producers havs 
included: 
1. Union Carbide and Carbon Corp., through subsidiary 
2. U.S. Vanadium Corp. 
3. Vanadium Corp. of America 
15. Lead.—The United States is a major producer of lead. Major mining com- 
panies include, as of 1944: 


— @ 


Percent 
1. St. Joseph Lead Co_ _- ‘ 40 
2. American Smelting & Refining Co__- - : 5 
3. Bunker Hill & Sullivan Mining Co aoe 5 
4. Eagle-Picher Lead Co__.._____-_--- re er re 
Major refining companies include: Percent capacity 
1. American Smelting & Refining Co___- : : : 54 
2. Bunker Hill & Sullivan Co-___- . ee : os : 6 
3. U.S. Smelting, Refining and Mining Co_-- : ieee BE 5 


4. St. Joseph Lead Co 


5. Anaconda Copper Corp 2 P 
6. American Metals, Ltd__- ‘ i 
7. Eagle-Picher Lead Co__- 


16. Zinc.— More than three-fourths of zinc consumed in the United States is 
produced domestically. Major mining companies include: 


Percent 
1. Eagle-Picher Mining & Smelting Co___-__-- ; cc 13 
2. St. Joseph Lead Co ; geo 5 


3. U.S. Smelting & Refining Co 
4. Federal Mining & Smelting Co 
5. New Jersey Zine Co 

6. Anaconda Copper Co 


Lead and zine operations are closely related, both in mining and smelting, so 
that this list could be extended depending upon which aspect of the field is selected 
for emphasis. 
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Zine refining capacity is more highly concentrated than mining of the metal. 
Major zinc refiners, as of 1914, included: 

Percent of capacity 

ie ee Ck Ae ce Ee toe cet meio daa 70 

I a aa ea bette Te a in aba en 10 


Anaconda Copper Corp 
Sullivan Mining Co- 

American Zine Co o 
American Smelting & Refining Co 
5. New Jersey Zine Co 


Zs 
2 
3. 
4 ns 


This estimate of distribution of refining capacity is taken from Economie Con- 
centration and World War II, the most recent available figures for the industry as 
a whole? 

In addition to the major minerals cited above, many of the materials included 
in the published lists of scarce commodities are produced in industries character- 
ized by concentration of output in a few leading producers, or industries which 
have been subject to antitrust action. 

The list of materials falling into these classifications include— 

1. Chemicals.—Although it is not possible from available data to determine 
the relative percentages of output of each of the items on the list, it may be 
noted that most are organic chemicals, and that the major producers in this field, 
including E. I. du Pont de Nemours & Co., Union Carbide & Carbon Corp., 
Dow Chemical Co., Allied Chemical & Dye Corp., et al., have been subject to 
antitrust prosecution. According to the data assembled by the TNEC, the 
chemical industry was described as an industry in which “Three companies 
* * * produced two-thirds of the national output of chemicals.’’* It is also 
noted that as of 1937, four producers accounted for 95.6 percent of the total 
output of coal-tar products. 

2. Paper products.—The bulk of all newsprint consumed in the United States 
is imported from Canada. Six firms account for more than four-fifths of Canadian 
pulp and paper production. These include the following companies: 

International Paper Co., Ltd. 
Abitibi Paper Co., Ltd. 
Consolidated Paper Corp., Ltd. 
Powell River Co., Ltd. 
Price Bros. Paper Co. 
Bowaters Newfoundland Pulp & Paper Mills. 
Major domestic producers include 
1. Crown-Zeilerbach Corp. 
2. Great Northern Paper Co. 
3. Steel—The major domestic producers of steel and steel products include— 


Percentof 


out put 
1. United States Steel Corp__- 35.2 
2. Bethlehem Steel Corp 13. 5 
3. Republic Steel Corp 10. 2 
4. Jones & Laughlin Steel Corp- - - 5.3 
5. National Steel Corp iy 
6. Youngstown Sheet & Tube Co_- 1 
7. Armco Steel Corp 3. 4 


In all, the 10 major producers account for more than four-fifths of steel pro- 
duction. 


Il. Mason Metat Propucts Boucut By ARMED SERVICES 


1. Agricultural machinery and implements (including tractors produced for general 
industrial use, construction, and lumbering, as well as agriculture) 
The largest companies in this field produce both agricultural machinery and 
equipment with wider uses, including tractors, used by the military services for 
freight handling, construction of bases, and similar purposes. 


? Report of the Smaller War Plants Corporation to the Special Committee To Study Problems of American 
Small Business, 79th Cong., 2d sess., 1946, p. 105. 
’ Monograph No. 21, Competition and Monopoly in American Industry, p. 114. 
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In 1940 the major producers of agricultural machinery and equipment and the 
percentage of total sales accounted for by each were as follows: 

Percentage 

of total sales 

1. International Harvester 


es Se oo a NS (Soe cede ee 
ee. ce unc kuicaseee Sag netic edie caleaate Nene ele 
3. et Chalmers Manufacturing Co_---__-__-_- a Ste tages beeen 
er ok wit aba : oe ee eee 5. 4 
5. he er Farm Equipment Co__-__- : Pie cokes) pe 
6. Minneapolis-Moline Power Impleme nt Co- aa SE 


Mamiey-rarne 0. ................. : et ss ee 
8. B. F. Avery & Sons Co______- on ; Amie fee 


(a) The six leading companies produced more than 80 percent of the 
sales in 1940. 

(b) In 1945 the four largest companies shipped 84 percent of all tractors, while 
the eight largest shipped 97 percent. 

(c) In agricultural machinery other than tractors the four largest companies 
shipped 40 percent of all output, and the eight largest shipped 50 percent of total 
in 1945. 

(d) In specific items, concentration is higher than for general groups. 


industry’s 


2. Construction machinery and equipment 


A large number of the items on the procurement list falls within the class of 
construction machinery, e. g., cement handling and placing equipment, convey- 
ing and materials handling equipment, power excavators (for track-laying 
well as wheel-mounted types), and similar products. For the general class of 
construction machinery and equipment, which is closely allied to agricultural 
machinery, concentration is somewhat greater in “heavy” than in “‘light” types. 
The entire industry in 1945 consisted of between 350 and 400 plants, with out- 
put divided principally between heavy engineering and earth-moving machinery, 
and track-laying tractors. In that year, the four largest companies shipped 19 
percent of total output, and the eight largest companies shipped 29 percent. 
One source states that the producers of general construction equipment were 
among the few industries to show a relative change toward less rather than higher 
concentration, with the exception of tractors. 

There are four major producers of track-laying tractors (relative percentages 
not available): 

1, Allis-Chalmers Manufacturing Co. 

2. Caterpillar Tractor Co. 
3. International Harvester Co. 
4. Cleveland Tractor Co. 


as 


3. Electrical machinery 


This classification would include such items on the procurement list as electrical 
distribution and control equipment, eleetric generators and motors, and similar 
items. In the general field, the 10 largest producers held more than 50 percent of 
the capital assets of the industry in 1939, and more than 66 percent of total facili- 
ties in 1945, 

The 10 largest producers in the field, as of 1945, include— 

1. General Electric Co. 
2. Westinghouse Electric & Manufacturing Co. 
3. American Telephone & Telegraph Co. 
4. Radio Corp. of America. 
5. General Cable Corp. 
6. Electric Auto-Lite Co. 
7. Electric Storage & Battery Co. 
8. Sylvania Electric Products, Inc. 
9. Emerson Electric Manufacturing Co. 
10. Minneapolis-Honeywell Regulator Co. 

The available data do not break down the relative percentages of output of 
all types of electrical machinery products but offer some indications with respect 
to a few of the total number, such as refrigerating equipment, generators, and 
motors. Thus, in 1945, the four leading producers accounted for the following 
percentages of output: 
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Shipments of 4 largest producers 


Item: Percent 
Wiring devices _ - ER i 25 
Electrical measuring instruments-_-_____..........-......-_---- ee S 
Insulated wire and cable____________- with: +ieugelatink deal vee tb 34. 8 
Auto machine electrical equipment... .........-...---...----- 2GS,. 2 
RGUns, MUOTANG A rey Ss a ee Uie Sool ts 36. 8 


Fractional horsepower motors_-_........-------------- AN. ¢ 


4. Bearings 


This item on the procurement list can be measured somewhat more precisely 
than many others, because of the relative fewness of producers and the data 
available. As of 1945 the major producers of ball bearings and their relative 


output were as follows: Percent of 


output 
yr NE GID OND ee oe i oe ee iene ceaiet Satan ale 
io aw ae anioe = a ao ae 
Ce TS,” pat i TR 2 ER aS ROE ee ci le a es an 10 
A ORRTIRT- OR WE OOD 5 oon si cnn clan nwee pecEeT ues eurccnagae aa 
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Twenty smaller producers contributed the remaining 7 percent. For tapered 


aTrings » fio 1 045 were— 
bearings, the figures for 1945 were Percent of 
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5. Locomotives, wheels and parts 


The four largest producers accounted for 85.5 percent of shipments in 1945; 
the eight largest for 91.8 percent, 
Major producers, steam locomotives: 
1. American Locomotive Co. 
2. Baldwin Locomotive Works. 
3. Lima Locomotive Works. 
Major producers, Diesel locomotives: 
1. Electromotive Division, General Motors Corp. 
2. General Electric Co. 


6. Mining machinery and equipment 


Although individual figures for producers are not available, one source indicates 
that the four largest producers accounted for 42.6 percent of output in 1945, 
while the eight largest producers shipped 53.6 percent of the total. 


7. Motor vehicles 


This industry is, of course, a broad field in itself. As of 1945 it was the second 
most highly concentrated major manufacturing industry. The Big Three pro- 
ducers of motor vehicles, bodies, and parts are General Motors Corp., Chrysler, 
and Ford. As of 1940 their respective shares of output were 50 percent for 
General Motors and 20 percent each for Ford and Chrysler. The remaining eight 
companies accounted for 10 percent. Postwar changes in the composition of 
the industry have altered only to a small extent the relative position of the Big 
Three and their relation to smaller manufacturers. 

In the production of trucks, the major producers in 1944 included, for both 
military and commercial trucks, the following manufacturers: 

Percent of 
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In the production of ‘heavy heavy” trucks, in 1944, the leading manufacturers 
were— 


. Percent of total 
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Production of light trucks (‘‘jeeps’’) in 1944 was divided among— 
1. Willys 
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III. CONCENTRATION IN CLASSIFIED ComMMopity GROUPS 


Certain major classes of commodities cover the main groups of commodities 
required by the armed services cited on the list. These major classes include 
(in addition to those given in prior sections) the following groups: 


Petroleum products, fuel oil, motor gasoline, Diesel fuel 

Autos and parts, ambulances, sedans, light trucks, miscellaneous parts. 
3. Batteries. 

Lumber. 


Electrical equipment (other than communications). 
Electronic equipment, communications, radios. 
Meats and meat products. 

8. Paper products. 

9. Textile products, cotton, wool, nylon. 

10. Paints. 

11. Pharmaceuticals and medicinal products. 

12. Surgical instruments. 

13. Optical instruments and devices. 

14. Bearings. 

1. Petroleum refining.—According to data compiled from census materials, 
there were 277 companies engaged in petroleum refining as of 1947. The four 
largest concerns accounted for 37.3 percent of total shipments, or somewhat over 
2.2 billion dollars of the total of 6.6 billions. In 1935, the first four companies 
accounted for 38.2 percent of total shipments. The percentage of total shipments 
attributed to the first eight companies was 58.9 percent in 1935, and 58.8 percent 
in 1947. 

Some observers estimate that concentration in petroleum production is lodged 
in 20 very large producers; it is also pointed out that petroleum includes the fourth 
largest sector of American industry, exceeded in capitalization only by agriculture, 
rails, and utilities. All of these major producers are integrated vertically. 

In the order of their size, the eight largest producers of petroleum products 
include— 


Iouk. wwe 


1. Standard Oil Co. (New Jersey). 5. Texas Corp. 

2. Cities Service Co. 6. Standard Oil Co. of California, 
3. Socony-Vacuum Oil Co. 7. Gulf Oil Corp. 

4. Standard Oil Co. (Indiana). 8. Shell Union Oil Corp. 


In total, these concerns accounted for about 30 percent of crude oil output in 
the United States in 1938 and about 58 percent of the cracking capacity of the 
industry in that year. 

2. Autos and parts.—The figures for the leading producers have been supplied 
above. 


For a large number of specific items, or the class including items on the published 


it 


list, the information may be summarized in the following table: 
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Concentration of output in largest manufacturing companies 


| | | 
| | em a 
| |1947 concentration ratios 
abet | Number of Value of |——— 
Industry—title companies shipments " * 

| First 4 First 8 


companies | companies 





| 





| Thousands | 
Meat packing, wholesale ats ‘ aaa 1, 999 N. A. 41.3 53.6 
Paper and board mills iain tata eae ct al 453 $2, 812, 048 15.6 23.7 
Radios and related products ee 799 N. A. 25.6 35.3 
Woolen and worsted fabrics - autem 427 1, 355, 209 28.1 40.4 
Paints and varnishes___- ‘ ‘ 1,154 1, 248, 841 27.3 35.7 
Soap and glycerin ; ‘ | 223 1, O85, 789 79.0 85.9 
Leather tanning and finishing ee 500 1, 070, O85 26.5 38.6 
Rubber industries, n. e. ¢ ae eae 733 953, 453 30.0 38.4 
Pharmaceutical preparations 1,123 941, 713 28. 0 44.0 
Tractors....... : ‘ St 890, 841 67.3 87.6 
Yarn mills, cotton system___- oa . | 317 769, 403 | 13. 2 22.1 
Synthetic fibers ; ad 22 705, 271 | 78.4 94.4 
Telephone and telegraph I oi odie eee ethno 50 689, 182 95.7 98. 3 
Electrical control apparatus sent - 284 628, 283 49.0 62.3 
SERN ets MINI Fa OK dc dewkdhaccaccuces accuse 310 466, 009 35.8 46.9 
Ball and roller bearings... fc : shits 78 365, 584 61.9 79.1 
Textile bags a ete 198 356, 245 52.7 63.4 
Storage batteries : ‘ 205 297, 654 61.8 78. 0 
Medicinal chemicals_ ; = 8S 201, 761 68. 5 83.1 
Industrial trucks and tractors _- diehakae ie 191 162, 603 56. 6 69.0 
Typewriters ; , . 23 153, 924 79. 4 96. 3 
Electrical measuring instruments : 150 143, 380 60.9 74.3 
Scientific instruments -_.- . 7 212 126, 703 49.1 61.6 
Electronic tubes 32 124, 518 73.2 91.9 
Gaskets and asbestos insulations - -- ate ae 174 118, 244 42.2 59. 1 
Primary batteries (dry and wet 23 85, 045 76.4 94.7 
Communication equipment, n. e. ¢.---- 101 69, 592 | 54.9 68.1 
X-ray and therapeutic apparatus 4 114 59, 518 57.8 74.5 
Jute (except felt) and linen goods 30 48, 853 69. 0 87.2 
Transportation equipment, n. e. c_- 167 46, 790 37.2 50. 8 
Leather and sheep-lined clothing ; 125 40, 904 23. 6 38.8 
Optical instruments and lenses ; 114 36, O81 67.6 
S| ee ere 70 12, 329 49.9 





Note.—N. A.—Not available; n. e. c.—Not elsewhere classified 
APPENDIX 7 


JOINT STAFFS’ STATEMENT ON REGULAR AND EMERGENCY 
STATISTICAL PROGRAMS 


In 1948 the Joint Committee on the Economic Report issued a report on 
‘Statistical Gaps’’ which called attention to areas where more complete statistical 
measures were needed as a basis for the determination of economic policy. Prog- 
ress in filling these gaps was described in the committee’s report on the President’s 
Eeonomie Report in 1949, and again in 1950. The need for continuing improve- 
ment of the Government’s basic economic statistics has not lessened, although 
first consideration during the present critical period must be given to how these 
basic statistical programs can meet the requirements of a mobilization situation. 

The following statement on statistics for the emergency period has been pre- 
pared by the staffs of the joint committee, the Division of Statistical Standards in 
the Bureau of the Budget, and the Council of Economie Advisers. Since many 
of the emergency programs are still in a formative stage the statement does not 
attempt to summarize all the new requirements for statistical data but merely to 
show how the new and specialized requirements relate to the basic continuing 
statistical programs. At a later date it may be desirable to present a more de- 
tailed analysis of the economic statistics needed in planning and conducting 
mobilization programs, with an evaluation of the adequacy of regular peacetime 
statistical programs on which many of the emergency programs are based 


Basic STATISTICS FOR EMERGENCY PROGRAMS 


In developing the Nation’s defense program and in carrying out emergency 
responsibilities, prompt and accurate facts are needed on what is happening to 
production, consumption, imports and exports of critical materials; food supplies; 
wage and price levels; deployment of manpower resources; the distribution of 
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savings and expenditures; capital expansion; credit controls; business inventories; 
the volume of goods moving to the civilian population through retail outlets; and 
other critical areas of the economy. Fortunately in most of these areas we already 
have a program capable of adaption to meet emergency needs. Since the end of 
World War II, emphasis in reorganizing the Government’s statistical services has 
been placed on building a basie system which could meet current needs for prompt 
and accurate economic measures. These basic measures of employment, produc- 
tion, and other economic factors are relied on in the defense period, just asin other 
periods, to keep track of the progress of the economy. In addition they are 
capable of ready adaptation to meet special emergency needs for statistical data. 
To the extent that we have succeeded in building this basic framework, emergency 
needs are now being met by use of existing programs, with adaptation or expansion 
where necessary. 

Maximum utilization of the facilities, resources and special skills in the regular 
agencies to meet emergency needs is desirable for many reasons. Use of regular 
reporting channels makes it possible to collect the information needed at least cost 
to the Government and least burden to the public. It avoids the necessity for 
creating costly and duplicative statistical facilities in the emergency agencies 
Furthermore, continuity in the collection and analysis of statistical data is essen- 
tial if inconsistencies and gaps in the periods covered are to be avoided. From a 
long-term point of view, maintenance of basic statistical serics on a regular basis 
is essential so that the series‘may continue to serve their permanent functions after 
the emergency period is over. 

How the existing series and other resources of the Government are being utilized 
to meet the needs for data in the present emergency may best be shown by a few 
examples. The National Production Authority must have data on the production 
and consumption of critical materials to establish and administer priorities and 
allocations programs. These data are now being obtained promptly and eco- 
nomieally, primarily through utilization, with adaptation where necessary, of the 
industrial statistics program of the Bureau of the Census. Special tabulations 
have been made for NPA of data received in the Census Bureau’s 1947 Census of 
Manufactures; more current needs are being met through the 1949 and 1950 
annual surveys of manufactures and the current industrial statistics reports, 
The new NPA quarterly report of plant operations is being collected with the 
greatest possible speed and economy by utilizing the Census Bureau’s facilities for 
large-scale collection and processing of statistical data. By obtaining the statis- 
tical data necessary to its operations through maximum use of the Census Bureau, 
and of other agencies in specialized areas, the NPA finds itself with respect to 
essential statistical intelligence many months and millions of dollars ahead of 
the WPB at a comparable point in the World War II mobilization. 

In much the same way, statistical needs of the Defense Minerals Administra- 
tion, the Solid Fuels Administration for Defense, and the Petrcleum Admiristra- 
tion for Defense are being met primarily through existing facilities in the Bureau 
of Mines. Regular Bureau of Mines reports on production and consumption of 
minerals and fuels are adapted where necessary to obtain additional detail or to be 
collected and tabulated at more frequent intervals. 

Data on business financial operations, essential to the Economic Stabilization 
Agency, can most efficiently be supplied through expansion of the joint financial 
statistics programs of the Federal Trade Commission and the 


taticti 
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Securities and Ex- 
change Commission. 1eeded will be extension 


In this case the immediate change t 
of the quarterly reports to include a sample of nonmanufacturing concerns in 
addition to the present reports from manufacturing corporations. 

In the field of wage statistics, the Bureau of Labor Statistics during the past 
2 vears has developed a pattern for community wage surveys to meet important 
continuing needs of many agencies for local wage data. Regular surveys of this 
type are included in the Bureau’s proposed programs for 1952, and will be imme- 
diately usable to meet the needs for statistical data in determining wage policies 
and in administering wage controls. Here the adaptation required will be pri- 
marily expansion of the programs to include additional cities where local infor- 
mation may be needed in administering the wage stabilization program. 

In the field of manpower statistics, information on changes in the size and 
composition of the labor force is kept up to date as the mobilization proceeds by 
means of the Census Bureau’s current population statistics program. Needs for 
current employment data in particular industries and areas are being met by 
supplementing the coordinated employment statistics program conducted by the 
Bureau of Labor Statistics in cooperation with the Bureau of 


Employment 
Security and the State employment security agencies. 


Expansion and redirec- 
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tion of the reports to the Bureau of Employment Security in local employment 
service office operations will provide additional detail needed for manpower 
mobilization activities. 

Many other examples could be cited: The statistical reports of the Bureau of 
Agricultural Economics are providing much of the factual information necessary 
to the Department of Agriculture in executing its responsibilities for war food 
programs. The statistical series and analytic work on prices now conducted by 
the Bureau of Labor Statistics and the Department of Agriculture will be fully 
utilized by the Office of Price Stabilization; as price-control actions are taken, 
important adaptations will need to be made in these existing price series. The 
Seventeenth Decennial Census is providing a vast inventory of the resources of 
the Nation in terms of the population and its labor force, housing, and farms. 
The current information collected by the Bureau of Labor Statistics on dwelling 
units started in the United States and on the number, characteristics, and selling 
price or rent of new units in selected metropolitan areas, will be used to compare 
actual volume with the announced Government goal (850,000 units for 1951), to 
measure effects of housing credit restrictions and materials allocations and con- 
trols, and to evaluate the adequacy of housing for defense workers. 

In considering the relation of emergency programs to continuing needs for 
statistical information on the national economy, one other factor should be 
borne in mind. The emergency programs also obtain directly, as a byproduct of 
administrative operations, a considerable quantity of detailed information which 
is a potentially valuable source for statistical compilations. Thus the appli- 
cation forms received directly by the emergency agencies in administering allo- 
cation or credit-control programs, for instance, may contain information valuable 
for purposes of economic analysis. Administrative records such as these should 
be preserved for later analysis, and are likely to prove very useful in studies of the 
utilization of productive capacity, capital expansion, economic concentration, 
and other topics on which available data are inadequate. 

In brief, we may summarize by stating that the requirements for statistical 
data will be greatly increased by the administration of the economic controls 
necessary during the defense emergency. This information can be obtained 
most rapidly, economically, and efficiently by utilizing the specialized skills and 
facilities already available within the Government. In order for these arrange- 
ments to be most effective, it is important that the Government’s basic statistical 
services be maintained and strengthened. 


APPENDIX 8 
ComMITTEE Stupies UNDER Way 


Flexibility of tax and expenditures programs 


One of the recommendations of the Subcommittee on Monetary, Credit, and 
Fiscal Policies last year called for an intensive study of the various possible 
methods of increasing the flexibility of governmental tax and expenditure pro- 

rams, in order to discover whether and to what extent it is feasible to make these 
instruments more effective for stabilization purposes. A staff study has been 
outlined and individual assignments made looking toward a final draft for the 
committee’s consideration this spring. 


Section 102 tar 


The Subcommittee on Investment recommended in its final report last year 
an intensive study of the application and effect of section 102 of the Internal 
tevenue Code dealing with accumulations of corporate undivided earnings. A 
staff study of section 102 has been under way nearly a year and should be com- 
pleted by early spring. Questionnaire returns have been analyzed and supple- 
mented by original materials from the Bureau of Internal Revenue. 

Case studies of low-income families 

The report of the Subcommittee on Low-Income Families of last year recom- 
mended the gathering of case studies of low-income families. A conference group 
of private welfare agencies was established at the suggestion of the subcommittee 
and has submitted 100 cases prepared by workers in their agencies. The com- 
mittee staff is assisting in the editing of these cases in form for presentation to 
the committee. The case studies will provide detailed information on how 
individual families adjust to their low-income situation, and will throw light on 
causes of their low income as well as avenues for increasing their productivity. 
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Pension study 


In accordance with the recommendations of the Subcommittee on Low-Income 
Families that a study be made of the effects on the national economy of public 
and private pension plans, the National Planning Association has been invited to 
make such a study for submission to the committee. The NPA has accepted the 
committee’s invitation and is now engaged in an exploratory examination of the 
subject. This project is designed: (1) to outline the pension question in detail; 
(2) to discover what data are Saiiehie: (3) to survey whatever rese onl is being 
done by American business and labor, educational centers and the Government; 
and (4) to recommend what needs to be done and how to doit. Theshort project 
will involve the bringing together of well-informed persons in the field on a formal 
and informal basis, and the supplementing of their discussions with research. At 
the conclusion of this 3-month period, the NPA will be in a position to judge the 
extent of its commitment for the longer range work, and to estimate the time and 
financial support which will be needed from their contributors to carry out the 


i 





complete study. Although the NPA reports to the committee will not, of course, 
necessarily represent the views of the committee or its individual me mb ers, it is 
believed that such an investigation will make a substantial contribution to the 
better understanding of the pension problem. Senator George, chairman of the 


Senate Finance C ommittee, and Representative Doughton, chairman of the House 
Ways and Means Committee, have concurred in this opinion, 
Regional studies 

In response to the request of the committee, the National Planning Associa 
is sponsoring a Committee of New England for the purpose of preparing a report 
on the economy of that region. A committee has been appointed and Leonard 
Carmichael, president of Tufts College, is serving as chairman. 

Interest in the possibility of establishing similar committees in the West and 
far West has continued. Some materials have been assembled on the speeial 
transportation problem of the far West and Secretary Chapman has been asked 
to make available materials assembled by the Bonneville Power Administration 
which might be helpful to persons organizing a study of the far West. 


Monopoly and competition 
In accordance with the interests of several members of the committee, studies 


have been undertaken and materials are being prepared so executive agencies 
bearing on the status of competition and small business, especially as affected by) 
defense mobilization measures. Such studies are part of a con tinuous program of 
watching concentration of economic power as exercised through controi over raw 
materials, technology, channels of distribution, and credit and price relationships, 
especially in defense industries, and their impact on small business, on the growth 
of large firms, and on the maintenance of competitive opportunity. It includes 
keeping track of trends and changes in the factors that bring about bigness and 
an examination of measures necessary to the preservation of free private enterprise. 
To keep up to date with the ever-changing operations of monopolistic enterprise 
obviously involves close and continuous cooperation with the work = the Depart- 
ment of Justice, the Federal Trade Commission, the SEC, and the Department 
of Commerce. 


Defense procurement prices 


In a sellers’ market such as exists when a necessitous government makes gen- 
erous appropriations in order to secure speedy delivery of vital defense items, the 
procurement problems of government are likely to be singularly acute, particu- 
larly when items have to be obtained from three or less suppliers. Concentration 
of production in defense items and price changes therein may drastically affect 
small business, free private enterprise, and employment opportunities for years to 
come. The committee will continue to watch such concentration and price trends 
in procurement items carefully. 


Monetary, credit, and debt management 


There continues an active debate on the role of general credit controls in 
controlling inflation. The committee has recently published a report prepared 
by the staff, General Credit Control, Debt Management, and Economic Mobili- 
zation. This report presents the facts with respect to recent changes in short- 
term interest rates and their effect upon the money market, servicing the Federal 
debt, and upon inflation generally. Additional information was obtained by the 
committee in its recent hearings. Since monetary and credit controls are requi- 
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site to successful stabilization of the level of prices, and vital to the preservation 
of the free enterprise system, this committee will continue to try to be of service 
to the Congress and to all congressional committees concerned in securing and 
making available in usable form whatever new information and insights may 
become available either in the economic journals, in business literature, or in 
the executive agencies of the Government. 


CoMMITTEE StupieEs CoMPLETED SiINcE JuNE 1950 


In connection with its “continuing study of matters relating to the economic 
report,’’ the joint committee has from time to time released for public information 
pertinent materials prepared for the committee by its staff. Three such studies 
were issued as joint committee prints during the period from June 1950 to date. 
The first of these was a study entitled, General Credit Control, Debt Management, 
and Economie Mobilization, released on January 29, 1951. This study supple- 
ments and expands in the light of current developments information made available 
early in 1950 by the Subcommittee on Monetary, Credit, and Fiscal Policies. 
The document undertakes to present additional information concerning recent 
changes in short-term interest rates and their effects on business borrowing, com- 
mercial credit, costs of government borrowing, debt management, and inflation. 

Materials prepared by the staff on the Underemployment of Rural Families were 
transmitted to the committee on February 2, 1951. The study, which was an 
outgrowth of earlier investigations by the Subcommittee on Low-Income Families, 
presents new information on the extent of underemployment among rural families, 
what existing governmental programs are now doing to improve the lot of the 
underemployed farm families, and lists the results of questions directed to tech- 
nicians in various States as to the extent, causes, and remedies for underemploy- 
ment of farm families in their areas. 

The third staff report was released on February 28, 1951, and presents an analy- 
sis of the problem of inflation, based on data from the committee’s hearings on 
the President’s Economic Report and from public and private publications and 
staff conferences with technicians, inside and outside of Government. The re- 
eo entitled The Economic and Political Hazards of an Inflationary Defense 

cconomy, was submitted for the use of members of the committee in their con- 
sideration of the Joint Economic Committee’s report on the President’s Economic 
Report. It attempts to provide the most reliable estimates that can be obtained 
on the nature and magnitude of the inflation problem and translates these esti- 
mates into a Nation’s Economic Budget covering the period up to June 30, 1952. 
Materials are also included on the extent to which inflation in other countries has 
aided the growth of communism and other subversive political and social move- 
ments. An appendix to the report summarizes the views of more than 30 econo- 
omists and business executives who testified before the committee in the hearings 
held on the January 1951 Economic Report of the President. Other appendixes 
summarize the views and recommendations submitted to the committee by out- 
standing organizations of businessmen, farmers, labor, and consumers, and set 
forth the technical method and assumptions, together with the basic statistical 
charts and tables, used in developing the economic estimates in the body of the 
report. 

Committee HeaArtncs Hetp June 1950-Marcn 1951 


Hearings were held January 22, 24, 25, 26, 29, 31, and February 2, 1951, in 
connection with the committee’s review of the 1951 Economic Report of the 
President. Members of the President’s Council of Economic Advisers and the 
Director of the Bureau of the Budget appeared before the committee in executive 
session on the first day of the hearings; these meetings were followed by a series 
of public hearings and four panel discussions. Representatives of the agencies 
directly concerned with administering the Government’s economic stabilization 
program made individual presentations before the committee and were followed 
by panel discussions with outstanding technicians in the fields of general economic 
policy; fiscal policy; monetary, credit and debt management; and direct controls. 


DISTRIBUTION OF JoINT Economic COMMITTEE MATERIALS 


The last report on the distribution of Joint Economic Committee materials 
covered the period January 1949 through April 1950.1. Between April 1950 and 


1 See p. 113, Joint Economic Report, Report of the Joint Committee on the Economie Report on the 
January 1950 Economic Report of the President, S. Rept. No. 1843, 8ist Cong., 2d sess, 





ww 


oO =— cr i 


JOINT ECONOMIC REPORT 119 


March 1951 the Joint Committee on the Economic Report released a total of six 
studies in the form of committee prints, reports, or documents. In addition to 
these six studies, the committee still had available for distribution a small stock 
of some of its earlier studies. Total distribution of these new and prior publica- 
tions totaled 25,000 copies for the period. The committee also issued during 
the year, the monthly statistical publication, Economic Indicators. Over 12,500 
copies of Economie Indicators were distributed to Members of Congress, congres- 
sional committees, the press, and the Council of Economic Advisers. 

Ten of the Joint Committee’s reports were on sale by the Superintendent of 
Documents for varying lengths of time during the period April 1950-March 1951, 
with total sales amounting to approximately 10,000 copies. Sales of Economie 
Indicators averaged better than 2,500 copies per month. 








PUBLICATIONS OF THE JOINT COMMITTEE ON THE ECONOMIC 
REPORT! 


JANUARY 1949-MARCH 1951 


Joint Economic Report (Report of the Joint Committee on the Economie Report 
on the January 1949 Economic Report of the President), Senate Report 88: 
March 1949. 

Joint Economic Report (minority views of the Joint Committee on the Economic 
teport on the January 1949 Economic Report of the President), part II of 
Report 88: April 1949. 

Employment and Unemployment (initial report of the Subcommittee on Unem- 
ployment), committee print: July 1949. 

*Economy of the South (the impact of Federal policies on the economy of the 
South), committee print (sale price 25 cents): July 1949. 

*Factors Affecting the Volume and Stability of Private Investment (materials on the 
investment problem assembled by the staff of the Subcommittee on Invest- 
ment) Senate Document 232 (sale price, 55 cents) September 1950: reprinted 
from committee print of October 1949. 

Hearings on Federal Expenditure and Revenue Policies, September 23, 1949, 
containing National Planning Association reports prepared by Conference of 
University Economists: October 1949. 

Selected Government Programs Which Aid the Unemployed and Low-Income 
Families (materials assembled by the staffs of the Subcommittee on Unemploy- 
ment and the Subcommittee on Low-Income Families) committee print: 
November 1949. 

*Low-Income Families and Economic Stability (materials oa the problem of low- 
income families assembled by the staff of the Subcommittee on Low-Income 
Families) Senate Document 231 (sale price, 30 cents) September 1950: reprinted 
from committee print of November 1949. 

*Compendium of Materials on Monetary, Credit, and Fiscal Policies (a collection 
of statements submitted to the Subcommittee on Monetary, Credit, and Fiscal 
Policies by Government officials, bankers, economists, and others) Senate 
Documeat 132, (sale price, $1): January 1950; reprinted from committee 
print of November 1949, 

Hearings, Subcommittee on Investment (September 27, 28, 29, 1949) November 
1949. 

Basic Data Relating to Steel Prices (materials assembled by the staff of the Joint 
Committee on the Economic Report for use in steel hearings) committee print: 
January 1950. 

*Highways and the Nation’s Economy (materials assembled by the staff of the 
Joint Committee on the Economic Report), Senate Document 145. (Sale 
price 20 cents): January 1950. 

Hearings on Monetary, Credit, and Fiscal Policies (September 23, November 16, 
17, 18, 22, 23, and December 1, 2, 3, 5, 7, 1949), January 1950. 

* Monetary, Credit, and Fiscal Policies (Report of the Subcommittee on Monetary, 
Credit, and Fiscal Policies), Senate Document 129. (Sale price 15 cents): 
January 1950. 

*Employment and Unemployment (Report of the Subcommittee on Unemploy- 
ment), Senate Document 140. (Sale price 30 cents): February 1950. 

Hearings, Subcommittee on Investment (December 6, 7, 8, 9, 12, 18, 14, 15, 17, 
1949), February 1950. 

Hearings, Subcommittee on Low Income (December 12, 13, 14, 15, 16, 17, 19, 20, 
21, 22), March 1950. 


1 Publications marked with an asterisk (*) are on sale at the Suverintendent of Documents, Govern- 
ment Printing Office, Washington 25, D.C. It is the general practice cf the Joint Economic Committee 
to make available a limited supply of single copies of its publications for free distribution and to arrange 
for the sale of its studies through the Superintendent of Documents to take care of quantity orders. 

Printed reports of hearings are available only on special request for each hearing, and are distributed to 
depository libraries throughout the country. 
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Hearings, January 1950 Economic Report of the President (January 17, 18, 19, 
20), February 1950. 

Hearings, December 1949 Steel Price Increases (January 24, 25, 26, 27), March 
1950. 

*Low-Income Families and Economic Stability (final report of the Subcommittee 
on Low-Income Families), Senate Document 146. (Sale price 20 cents): 
March 1950. 

*V olume and Stability of Private Investment (final report of the Subcommittee on 


Investment), Senate Document 149. (Sale price 15 cents): March 1950, 
* December 1949 Steel Price Increases (Report of the Joint Committee on the Eco- 
nomic Report), Senate Report 1373. (Sale price 20 cents): March 1950, 
*Handbook of Regional Statistics (material assembled by the staff of the Joint 
Committee on the Economic Report), committee print. Sale price $1 


April 1950. 

*Joint Economic Report (Report of the Joint Committee on the Economic Report 
on the January 1950 Economie Report of the President), Senate Report 1843. 
(Sale price 35 cents): June 1950. 

*General Credit Control, Debt Management, and Economic Mobilization (materials 
prepared by the staff of the Joint Committee on the Economie Report), com- 
mittee print. (Sale price 25 cents): January 1951. 

Underemployment of Rural Families (materials prepared by the staff of the Joint 
Committee on the Economic Report), committee print: February 1951. 

* The Economic and Political Hazards of an Inflationary Defense Economy 
(materials prepared by the staff of the Joint Committee on the Economic Report), 
committee print. (Sale price 25 cents): February 1951. 

Hearings, January 1951 Economic Report of the President (January 22, 24, 25, 
26, 29, 31, February 2), March 1951. 

*Economic Indicators (a monthly publication of the Congress under Public 
Law 120, 81st Cong., Ist sess.) (Sale price 15 cents a copy, $1.75 a year): 
monthly. 
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AUTHORIZING THE APPOINTMENT OF BERNT BALCHEN 
AS A PERMANENT COLONEL IN THE REGULAR AIR 
FORCE 


ApRIL 4 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Hunt, from the Committee on Armed Services, submitted the 


following 


REPORT 


(To accompany 8. 1220] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1220) to authorize the appointment of Bernt Balchen as a perma- 
nent colonel in the Regular Air Force, having considered the same, re- 
port favorably thereon without amendment, and recommend that the 
bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to authorize the appointment in the 
Regular Air Foree of Col. Bernt Balchen, United States Air 
Force Reserve. 

EXPLANATION OF THE BILL 


Colonel Balchen has been a member of the Air Force Reserve since 
September 5, 1941, and has served continuously on active duty with one 
exception. This was a period during which he performed a special 
mission for the Air Force which required that he serve in a civilian 
capacity. 

[It had been Colonel Balchen’s intention to apply for integration 
into the Regular Air Force under the terms of Public Law 281 of the 
Seventy-ninth Congress. According to information furnished the 
committee he was specifically requested not to request integration at 
that time so that he could perform the mission for which his special 
qualifications made him particularly desirable. After carrying out 
the mission satisfactorily he returned to active duty as a Reserve 
officer on October 11, 1948. He has continued on active duty since 
that time. 

Colonel Balchen is one of the outstanding experts of the world in the 
field of cold-weather operations and techniques. He has rendered 
invaluable service to the Air Force in Arctic training and polar combat 
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AUTHORIZING THE APPOINTMENT OF BERNT BALCHEN 
AS A PERMANENT COLONEL IN THE REGULAR AIR 
FORCE 


\pRIL 4 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Hunt, from the Committee on Armed Services, submitted the 


following 


REPORT 
(To accompany 8. 1220] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1220) to authorize the appointment of Bernt Balchen as a perma- 
nent colonel in the Regular Air Force, having considered the same, re- 
port favorably thereon without amendment, and recommend that the 


bill do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to authorize the appointment in the 
Regular Air Force of Col. Bernt Balchen, United States Air 
Force Reserve. 

EXPLANATION OF THE BILL 


Colonel Balchen has been a member of the Air Force Reserve since 
September 5, 1941, and has served continuously on active duty with one 
exception. This was a period during whic h he performed a special 
mission for the Air Force which required that he serve in a civilian 
capacity. 

It had been Colonel Balchen’s intention to apply for integration 
into the Regular Air Foree under the terms of Public Law 281 of the 
Seventy-ninth Congress. According to information furnished the 
committee he was specifically requested not to request integration at 
that time so that he could perform the mission for which his special 
qualifications made him particularly desirable. After carrying out 
the mission satisfactorily he returned to active duty as a Reserve 
officer on October 11, 1948. He has continued on active duty since 
that time. 

Colonel Balchen is one of the outstanding experts of the world in the 
field of cold-weather operations and techniques. He has rendered 
invaluable service to the Air Force in Arctic training and polar combat 
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operations. The Air Force states that his knowledge of cold-weather 
flying is unique and indispensable. Prior to his being commissioned 
in the Air Force Reserve he had served for a great many years in the 
reserves of the Norwegian Army. 

The committee recognizes that this legislation is an exeption to the 
normal rule of not appointing Reserve officers into the Regular Estab- 
lishment above the rank of second lieutenant. However, this is a case 
of a highly qualified officer who has had many years of service in the 
Reserves of our country and a great many more years in the military 
service of Norway. He was fully qualified to be integrated into the 
Regular Establishment under our integration program at the end of 
World War II. The fact that he did not become a Regular officer at 
that time was because of the specific request made on him to conduct 
a special mission in the interest of the United States. The committee 
does not believe he should be penalized for that action. Furthermore, 
the committee does not intend to establish a precedent by its action 
in this case. It feels it is a well-justified exception which is necessary 
to correct an obvious injustice to an outstanding member of our 
military organization. 

This action in the case of Colonel Balchen was recommended in the 
Eighty-first Congress by the Secretary of the Air Force, with the 
approval of the Bureau of the Budget. The Chief of Staff of the Air 
Force testified in his behalf. The earlier legislation included the 
appointment of another officer which caused it to fail of passage in the 
Senate. 

O 
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ROT ST EETING SCENIC VALUES ALONG THE GRAND C. 
YON PARK SOUTH APPROACH HIGHWAY (STATE 
WITHIN THE KAIBAB NATIONAL FOREST. ARIZ. 


Apri 9 (legislative day, Marcu 26), 1951.—-Ordered to be printed 


Mr. MecFaruanp, from the Committee on Interior and Insular 
Affairs, submitted the following 


REPORT 
(‘To accompany 8S. 109] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill, S. 109, to protect sce nic values along the Grand Can- 
Von Park South \pproa h Highway (State 64) within the Kaibab 
National Forest, Ariz., having considered the same, report favorably 
thereon with the following amendment and with the recommendation 
that the bill, as amended, do pass. 

Page 2, line 5, strike out the number ‘‘6” a ‘rt in leu thereo 
the number “18”, 

The bill provides that on certain lands along the Grand Canyon 
Park South Nucncach Road (State 64), the rights of locators of subse- 
quently filed mining claims would be limited to the minerals and that 
title to the surface would remain with the United States. It also pro- 
vides that use of the surface by the loe: ator would be restri ted Lo the 
needs for mining purposes and that cutting of timber would be subject 
to national forest timber cutting rules. 

The bill was amended to correct a typographical error. 

Further detailed information is carried in the “helt 3 report of the 
Department of Agriculture on S. 1874, an identical bill introduced _ 
the Eighty-first Congress, which is hereinbelow set forth in full and 
made a part of this report. There is also hereinbelow set forth a letter 
from the Department of Agriculture to the Bureau of the Budget, 
under date of January 25, 1951, advising that the ‘‘ Department is still 
of the same opinion and therefore recommends that S. 109 be enacted.’ 





PROTECTING SCENIC VALUES ALONG THE GRAND CANYON 


DEPARTMENT OF AGRICULTURE, 


Washington 25, D. C., January 25, 1951. 


Hon. Frepericx J. Lawron, 
Di eclor, Bureau of the Bu iget. 

Dear Mr. Lawton: Reference is made to the request of Mr. Roger W. Jones, 
assistant director of legislative reference of your Bureau, for the views of this 
Department on S. 109, Kighty-second Congress, a bill to protect scenic values 
along the Grand Canyon Park South Approach Highway (State 64) within the 
Kaibab National Forest, Ariz. 

S. 109, Eighty-second Congress, is identical to 8S. 1874, Eig] irst Congress, 
on which this Department made a favorable report and your Bureau advised 
that, from the standpoint of the program of the President, there was » obiection 
to the submission of the report \ttached is a copy of the report of this Depart- 
ment dated June 14, 1949, to Senator Joseph C. O’Mahoney, chairman of the 
Committee on Interior and Insular Affairs, recommending enactment of S. 1874. 

This Department is still of the same opinion and therefore recommends that 
S. 109 be enacted. 

Sincerely ; 
CHARLES F,. BRANNAN, Secretary. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 14, 1949. 
Hon. Josern C, O’Manoney, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senaror: Reference is made to your request of May 18 for a report by 
this Department on 5. 1874, a bill to protect scenic values along the Grand 
Canyon Park South Approach Highway (State 64) within the Kaibab National 
Forest, Ariz. 

This bill would provide that, on certain lands along the Grand Canyon Park 
South Approach Road (Siate 64), the rights of locators of subsequently filed 
mining claims would be limited he minerals and that title to the surface would 
remain with the United States. The bill also prescribes that use of the surface 
by the locator would be restricted to the needs for mining purposes and that 
cutting of timber would be sul “t national forest timber cuttings 
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REORGANIZATION PLAN NO. 1 OF 1951, PROVIDING FOR 
THE REORGANIZATION OF THE RECONSTRUCTION 
FINANCE CORPORATION 


Aprit 10 (legislative day, Marcu 26), 1951.—Submitted under authority of t 
order of the Senate of April 9, 1951, by Mr. Rosertson 


he 


Mr. Rozertson, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


REPORT 


Together with 


MINORITY VIEWS 


[To accompany 8S. Res. 76] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred Senate Resolution 76, expressing disapproval of 
Reorganization Plan No. 1 of 1951, relative to the Reconstruction 
Finance Corporation, having considered the same, report favorably 
thereon and recommend that the resolution do pass. 

The effect of adoption by the Senate of Senate Resolution 76 will 
be to prevent plan No. 1 of 1951 from becoming effective on April 30, 
1951,! as provided by the Reorganization Act of 1949. The House of 
Representatives rejected a resolution disapproving the plan on March 
14, 1951, by a vote of 200 to 196, a constitutional majority, or 218, 
being required to disapprove. 

The committee in executive session on April 6, 1951, took favorable 
action on Senate Resolution 76 by a vote of 7 to 6. Members voting 
affirmatively were Senators Robertson, McCarthy, Mundt, Smith of 
Maine, Schoeppel, Dworshak, and Nixon. Members voting against 
the resolution were Senators McClellan (chairman) Hoey, O’Conor, 
Humphrey, Monroney, and Underwood. 

Public hearings were held on March 21 and 22 and April 8, 1951. 
Members of the Senate, Federal agencies concerned, and representa- 
tives of organizations outside the Government having an interest in 
the proposal were invited to present their views on the plan. 


1 The House of Representatives was in recess from March 22 to April 2, 1951, extendin 


g the normal] 60-day 
period for 10 days beyond April 20, 1951, when the plan would otherwise take effect 
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In all, 10 witnesses were heard; 6 of whom favored adoption of the 
plan: Senators Maybank, Smathers, and Fulbright; W. E. Harber, 
Chairman, Board of Directors, RFC; Walter E. Cosgriff, Director, 
RFC; and Frederick J. Lawton, Director, Bureau of the Budget. 
Four witnesses favored rejection of the plan: Senator Capehart, au- 
thor of the disapproving resolution, and Senators Kem, Hendrickson, 
and Bricker. 

In addition, statements were submitted for the record by Senator 
Saltonstall; Representative George Meader, of Michigan; Charles E. 
Wilson, Director of Defense Mobilization; Robert L. L. McCormick, 
Research Director, Citizens Committee for the Hoover Report; and 
W. E. Willett and Walter L. Dunham, both Directors of the RFC. 
Senator Saltonstall and Representative Meader supported the resolu- 
tion, while the others favored the plan. 

In its consideration of plan No. 1 of 1951, the issue before the com- 
mittee was not whether the Reconstruction Finance Corporation 
should be continued or abolished, or its basic functions changed. 
Whether or not the RFC should be continued or abolished, therefore, 
is not the subject of this report. 

The issue was whether responsibility for the vast lending powers 
incorporated in the Reconstruction Finance Corporation should be 
lodged in a single Administrator, appointed for an indefinite term, 
subject only to the broad limitations of the Reconstruction Finance 
Corporation Act, and accountable to the Chief Executive only. 

A closely correlated issue, arising from the deterioration of the Cor- 
poration as the result of the investigation of the Senate Banking and 
Currency Committee’s Subcommittee on the Reconstruction Finance 
Corporation, was whether plan No. 1 would restore public confidence 
in the RFC, rehabilitate its admittedly disintegrated organization and 
revive the morale of its employees. 

Another factor of significance was whether adoption of plan No. 1 
would have an adverse effect on the early consideration of basic policy- 
formulating legislation affecting RFC which is now pending before the 
Senate Committee on Banking and Currency. 

After thorough consideration of all factors involved, the majority 
of the committee favors rejection of Reorganization Plan No. 1 of 
1951, for the reasons hereafter set forth in this report. 


PLAN NO. 1 WOULD NOT RESTORE CONFIDENCE IN RFC 


lt is obvious that the public’s confidence in the Reconstruction 
Finance Corporation has been gravely impaired, or possibly irreparably 
lost, as the result of the shocking revelations of the Fulbright subcom- 
mittee. 

It is equally conclusive that a complete, top-to-bottom overhauling 
of the Corporation, its structure, character, and functions, is immedi- 
ately required if the organization is to continue satisfactorily to dis- 
charge its functions in the public interest. 


ADOPTION OF PLAN NO. 1 A TEMPORARY GESTURE OF DUBIOUS MERIT 


In view of strong public sentiment for over-all reorganization or 
bolition of RFC by the Congress through its normal legislative 
“daadels, adoption of the plan would be but a temporary ‘“‘gesture”’ 
at best. 








REORGANIZATION PLAN NO. 1 OF 1951 3 

On January 16, 1951, Senator Fulbright, chairman of the Senate 
Banking and Currency Subcommittee on the Reconstruction Finance 
Corporation, introduced 8. 515, which would provide for a basic far- 
reaching policy level reorganization of the agency. The provisions 
of this bill, with a single exception, had the subcommittee’s unani- 
mous approval. 

The bill not only would provide for structural reorganizations 
proposed by plan No. 1 (excepting establishment of a Loan Policy 
Board) but would make basic policy changes in the Reconstruction 
Finance Corporation Act, which the subcommittee, after 18 months’ 
concentrated study, believes are vitally essential if the Corporation 
is to continue to perform satisfactory services as a Government 
agency. To adopt the plan, without revising the internal policies of 
the Corporation to prevent further abuses, is only an evasion of the 
real problem involved. 

At the hearings before this committee, Chairman Maybank of the 
Banking and Currency Committee stated that the plan was the 
“lesser of two evils” and, recognizing that additional substantive 
legislation is required to rehabilitate the RFC, stressed the importance 
of a complete revision of the RFC structure. He stated that his 

committee would hold immediate hearings upon the Fulbright bill to 
accomplish this. Senator Maybank specifically opposed the plan’s 
provision for setting up a one-man Administrator. 

Although plan No. 1 will become effective on April 30, 1951, unless 
Senate Resolution 76 is approved, section 10 of the plan provides that 
the reorganization shall become effective upon the date that the first 
Administrator appointed assumes that office. It follows that a 
considerable length of time may be required before the reorganization 
provided for by the plan becomes effective. This follows from the 
fact that appointment of the Administrator and his confirmation by 
the Senate will, under the circumstances, be given the most thorough 
consideration. 

It also is likely that serious difficulty may be encountered in obtain- 
ing an Administrator of the caliber required to rehabilitate an organi- 
zation as demoralized as the RFC. The admitted difficulty of the 
present administration in obtaining the services of outstanding indi- 
viduals for important Government positions probably would be magni- 
fied many times in obtaining the services of an outstanding man as 
Administrator of the RFC. This would be due to the unfortunate 
circumstances which have become identified with the agency, plus the 
uncertainty as to the length of time such office would exist. 

The first Administrator, in view of the strong pressure from various 
quarters to either terminate RFC, or limit its functions, would have 
novassurance that he could expect to serve for more than a maximum 
of 2 or 3 months, or until permanent legislation could be enacted. 
Few men of outstanding caliber would be inclined to accept such an 
appointment on that indefinite basis. 

Even after the Administrator takes office, the administrative im- 
provement sought would not come about overnight merely because 
of the change in the corporate management. In view of the present 
turmoil, confusion, and rock-bottom morale, months of effort by 
extremely capable officials would be required before the operating 
improvements plan No. 1 proposes would begin to show concrete 
results. 
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This leads to the impasse that the Congress may enact legislation 
through its normal processes which would nullify the actual effective- 
ness of Reorganization Plan No. 1, even if the plan were adopted. 
The adoption of the plan under such circumstances amounts to nothing 
more than a temporary stop-gap reorganization, the benefits of which 
would be highly dubious, and which might deter or indefinitely post- 
pone necessary action on basic legislation now pending before the 
Congress. 

HISTORICAL BACKGROUND OF PLAN NO. 1 


The following chronology of events indicates the haste in which the 
plan was conc eived and submitted to the Congress, and the incon- 
sistency of the President’s position regarding the REC: 

‘On February 5, 1951, the Fulbright subcommittee filed its re- 
port on Favoritism and Influence in the RFC (S. Rept. No. 76). 

On February 8, 1951, 3 days after filing of the above report, the 
President was quoted at a White House press conference as 
criticizing the Fulbright subcommittee report as ‘‘asinine.”’ 

On February 12, 1951, the President submitted the names of 
five incumbent members of the Board of Directors of the RFC 
for confirmation by the Senate.’ 

On February 19, 1951, the President submitted Reorganization 
Plan No. 1 which would abolish the RFC Board. 

The action of the President in proposing to abolish the RFC Board 
of Directors 7 days after he submitted the names of five incumbent 
members for confirmation by the Senate is a contradiction for which no 
explanation has been given. 


PIAN NO. 1 SHOULD BE REJECTED FOR LACK OF MERIT 


Aside from the circumstances outlined above, the majority of the 
committee recommends re jec tion of plan No. 1 because of its lack of 
merit. We find ourselves in agreement with witnesses who presented 
substantial objections to the following highly unsatisfactory features 
of the plan: 


Plan No. 1 destroys bipartisanship in RFC 

The principle of bipartisanship is one of the strongest guaranties 
that high Government responsibilities will be discharged fairly, 
impartially, and without political consideration by those in power. 
In recognition of this, the Congress in establishing many of the 
Government’s boards, commissions, and corporations has required 
that not more than a majority of their members shall be representatives 
of the same political party. 

Any semblance of bipartisanship in the Reconstruction Finance 
Corporation is destroyed by plan No. 1. The appointment of an 
Administrator, a Deputy Administrator, and the fifth “roving” mem- 
ber of the Loan Policy Board by the President, plus the designation 
of the Secretary of the Treasury and the Secretary of Commerce as 
permanent members of the Board, completely eliminates the bi- 
partisan principle on which such an organization should be based. 
It is futile to argue that such an organization, composed entirely of 
2 The President had submit‘ed the same nominations on August 9 and November 27, 1950. Chairman 
Harber and Directors Coseriff and Rowe are new appointees first nominated on August 9, 1950, given recess 


appointrrents on September 39, and sworn in on October 9, 12, and 3, respectively. Directors Willett and 
Dunham are hold-over appointees ‘rom t! e previous Board. 
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members of the party in power at the policy level, would not be 
subject directly to the policies of the administration in power. Such 
action at this time would scarcely serve to restore public confidence 
in RFC. On the contrary, it would tend to destroy what little 
confidence that may remain in the Corporation, already under severe 
criticism for “political influence.” 


No limit upon Administrator’s term provided by plan 


Section 1 of plan No. 1, which authorizes appointment of an Admin- 
istrator, provides for no fixed term. Nor is the Deputy Administrator 
created by section 2 limited to a fixed term. Such appointments with- 
out term deviate sharply from accepted practices in appointments to 
Government corporations in the past. Such an arrangement weakens 
the control of Congress since the Senate, once it had confirmed the 
Administrator, would have no opportunity other than through im- 
peachment proceedings, or by basic legislation changing the entire 
structure of RFC, to reconsider his qualifications in the light of his 
subsequent activities after he took office. 

The Reconstruction Finance Corporation Act does not at present 
limit the amount of any individual business loan other than by estab- 
lishing limitations upon RFC’s over-all lending authority. Further, 
the Comptroller General has no authority to suspend any legal dis- 
bursement by a Government corporation such as the RFC, as he can 
for other Government agencies. As Comptroller Gene ral Lindsay 
Warren has pointed out: ‘““‘We can merely report it to the Con- 
gress * * * 9 

To entrust a single individual, appointed for an indefinite term and 
subject as to accountability only to the Executive, with such vast 
discretionary control over disbursement of the public money should 
receive much more serious consideration by the Congress than hasty 
enactment of a reorganization plan within a fixed time limit. 
Delegation of authority nullifies Loan Policy Board 

Section 4 of plan No. 1 permits three members of the Loan Policy 
Board, the Secretary of the Treasury, the Secretary of Commerce, and 
the fifth “‘roving’’ member to designate any subordinate of their 
respective departments to represent them on the Board. This author- 
ity actually nullifies the contribution those high-level officers might 
make in determining the broad over-all policy of the RFC, since the 
history of such interdepartmental committees reveals that subordinates 
from far below the Cabinet level usually represent the designated 
members at meetings. It is also doubtful that Cabinet officers under 
today’s pressing conditions would have the time to make responsible 
contributions to policy decisions even if inclined to do so. Their 
enforced absence from meetings would tend to make the Administrator 
the dominant figure in determining policy. 

Review Board provides no effective check on Administrator’s power 

No effective check on the Administrator’s power to grant loans is 
provided by the Review Board established by plan No. 1. Section 7 
provides that this five-man Review Board shall submit a recommenda- 
tion to the Administrator upon all applications in excess of $100,000. 
The section further provides that when any financial transaction shall 
be approved or denied by the Administrator adverse to the Review 
Board’s recommendation, the Administrator shall file in the Corpora- 
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tion’s records a memorandum stating his reasons for such adverse 
action. 

This five-man Board would be appointed by the Administrator 
without confirmation by the Senate from “among personnel of the 
Corporation having major responsibilities assigned to them,’ pre- 
sumably from among the Corporation’s examiners. It is realistic to 
reason that members of the Review Board, who are subordinates of 
the Administrator, would have some hesitancy in exercising inde- 
pendent judgment contrary to the Administrator’s opinions. As no 
fixed term is provided for the Board members, an Administrator with 
strong convictions contrary to a Review Board’s views could appoint 
or remove its individual members at will should he be disposed to do 
so, in order to insure that the Board’s decisions would coincide with 
his own views. 

The filing of a memorandum by the Administrator scarcely remedies 
an unfortunate decision adverse to the Review Board, and is some- 
what akin to “locking the barn door after the horse has been stolen.” 
In essence, the Review Board merely provides technical guidance to 
the Administrator who makes the final decision with or without its 
advice, as he sees fit. 

Plan No. 1 violates good banking practice 

The appointment of a single Administrator for the RFC violates 
good banking practice, founded upon the premise that a collective 
judgment should be obtained in the granting of loans. No bank 
would operate without a Board of Directors. No Board of Directors 
would entrust its depositors’ money to the absolute discretion of a 
single individual, despite the esteem in which he might be held. No 
experienced banker would wish to accept such responsibility if offered 
him. Plan No. 1 abolishes RFC’s Board of Directors. The so- 

called Policy Board is merely window dressing, and the Review 
B yard in actuality has no power over the Administrator’s decisions. 


THE HOOVER COMMISSION’S RECOMMENDATIONS 


Plan No. 1 is in conflict with the Hoover Commission’s recommen- 
dations affecting the RFC. At no point in its 19 reports did the 
Commission recommend that the Reconstruction Finance Corpora- 
tion be placed under a single Administrator or that its Board of 
Directors be abolished. 

It recommended (recommendation No. 3, p. 12, Treasury report) 
that “supervision of the operations of the Reconstruction Finance 
Corporation be vested in the Secretary of the Treasury.”” Three 
Commissioners (Aiken, Pollack, and Rowe) dissented, recommending 
RFC be transferred to the Department of Commerce. 

No other specific recommendations affecting RFC which are related 
directly to plan No. 1 were made by the Commission, although in its 
Business Enterprises report it made several recommendations con- 
cerning the Government’s lending policies including those of RFC 
which it strongly recommended be drastically curtailed. 

It is of significance that the Hoover Commission task force recom- 
mended that RFC be abolished on the grounds that the reasons for its 
continued operation no longer existed, a point of view supported in 
many responsible quarters. 
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CONCLUSIONS 


In summary, the majority of the committee expresses its disapproval 
of Reorganization Plan No. 1 of 1951, for the following reasons: 

The plan would not restore public confidence in RFC. 

2. Its adoption would be but a temporary expedient. 

3. Moreover, such action might deter, or indefinitely postpone, 
the permanent reorganization, which is urgently needed. 

4. Any semblance of bipartisanship in the Reconstruction 
Finance Corporation is destroyed by the plan. 

Appointment of an Administrator to an indefinite term, 
subject as to accountability only to the President, gravely 
wer ne: ‘ns the control of the Congress over RFC. 

The plan, by abolishing the present five-man Board of 
Dire ‘ctors, violates the time-tested principle that a collective 
judgme nt should govern the lending of money. 

Allowing Cabinet officers, to delegate subordinates to 
immaenial them on the so-called Loan Policy Board nullifies the 
ee agg of the Board. 

The Review Board provides no effective check on the 
jae ator’s powers in granting or denying loans. 

9. Plan No. 1 is in conflict with the Hoover Commission’s 
recommendations affecting RE¢ 

The real issue before the Congress is not so much to effect structural 
reorganizations affording administrative improvements in RFC 
but to effect broad policy changes concerning the purpose, the char- 
acter, and the functions of the Corporation as dictated by (1) the 
economic conditions existing today, (2) the great necessity for a 
reevaluation of the Federal Government’s lending policies, and (3) the 
disclosures made by the Fulbright subcommittee which have tended 
to destroy the public’s confidence in RFC 

Plan No. 1 in no way resolves these basic issues. Its adoption 
cannot serve any constructive purpose. It might, on the other hand, 
interfere with enactment of the broad changes in the Corporation’s 
character which we regard as vitally essential at this time. 

Reorganization Plan No. 1 of 1951, and the message of the President 
in support thereof follow. 


MessaGeE From THE PRESIDENT OF THE UNITED States, —TRANSMITTIN 
REORGANIZATION PLAN No. 1 or 1951, PREPARED IN AccoRDANCE WITH 
THE REORGANIZATION Act or 1949, RELATIVE TO THE RECONSTRUCTION 
FINANCE CORPORATION 


To the Congre 8S of the Unite d State hs 

I transmit herewith Reorganization Plan No. 1 of 1951, prepared in accordance 
with the Reorganization Act of 1949. 

The reorganization plan provides strengthened administration of the Recon- 
struction Finance C orporat ion by placing in a single Administrator of the Recon- 
struction Finance Corporation the functions of the present Board of Directors, 
except those that are specifically set forth and assigned to a new Loan Policy 
Board and to a board of review 

The Administrator is thus made the executive head of the Corporation with 
major responsibility and authority over the administration of the Government 
programs carried out by the Corporation. 

At the same time that this plan provides strengthened administration for the 
Corporation, it also provides certain additional safeguards with respect to loan 
olicy and to specific loan applications. Under the reorganization plan, the 
coun Policy Board promulgates general policies which shall govern the granting 
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and denial of applications for financial assistance by the Corporation. The 
reorganization plan likewise includes new provisions for insuring that all loan 
applications are handled in accordance with established policy. 

n addition to providing strengthened administration of the Corporation and 
additional safeguards with respect to loan policy and the approval of specific 
loan applications, the reorganization plan provides the basis, by virtue of the 
composition of the Loan Policy Board, for better coordination of the Corpora- 
tion’s loan policies with other policies,4{programs, and activities of the Government. 
The reorganization plan provides that this Board shall have five members, all 
ex officio. These are the Administrator of the Corporation, the Deputy Adminis- 
trator, the Secretary of the Treasury, the Secretary of Commerce, and one addi- 
tional member to be designated from time to time by the President from among 
officials of the Government who are required to be appointed by the President 
and confirmed by the Senate. The participation of these officials will facilitate 
the development of loan policies consistent with the requirements of other broad 
programs of the Government. 

Kspecially important is the participation of the Secretary of Commerce who, 
as head of the Department of Commerce, administers most of the Government 
programs for nonfinancial aids to business. Giving him a voice on the Loan 
Policy Board will aid in bringing under common policies the financial aids to 
business administered by the Corporation and the nonfinancial aids carried on in 
the Department of Commerce. Government aid to smal! and independent busi- 
ness should be particularly benefited by the participation of the Secretary of 
Commerce. 

Specifically, the provision in the reorganization plan for a financial-assistance 
procedure governing the processing of applications in excess of $100,000 to any 
borrower strengthens and gives statutory prescription to an administrative ar- 
rangement already existing in the Corporation. In handling such loans under the 
reorganization plan, applications will be referred for analysis and recommenda- 
tion to a board of review composed of not less than five e mployees of the Corpora- 
tion. Whenever the Administrator approves or denies an application for financial 
assistance on which a board of review has recommended otherwise, he must set 
forth, in a memorandum to be placed in the files of the Corporation, the reasons 
for his action. This procedure is provided in order to assure that all applications 
for loans involving large sums are fully analyzed by the technical staff of the 
Corporation and that the recommendations of the staff are fully available to the 
Administrator when acting finally upon such applications. 

The reorganization plan continues the Reconstruction Finance Corporation as 
a separate corporate entity in the executive branch of the Government. Those 
functions which are currently performed by the Corporation or any of its agencies 
or officers pursuant to a delegation or assignment of functions made by the Presi- 
dent will be subject to termination or modification of any such de legation by the 
President. 

After investigation I have found and hereby declare that each reorganization 
included in Reorganization Plan No. 1 of 1951 is necessary to accomplish one or 
more of the purposes set forth in section 2 (a) of the Reorganization Act of 1949. 
I also have found and hereby declare that by reason of these reorganizations it is 
necessary to include in the reorganization plan provisions for the appointment and 
compensation of the Administrator and Deputy Administrator of the Reconstruc- 
tion Finance Corporation. The rates of compensation fixed for these officers are, 
espectively, those which I have found to prevail in respect of comparable officers 
of the executive branch of the Government. 

The taking effect of the reorganization included in Reorganization Plan No, 1 
of 1951 may not in itself result in substantial immediate savings. However, the 
important objective of achieving the maximum effectiveness in the administration 
of the Government’s lending programs to aid business will be advanced. In- 
creased effectiveness will in turn produce indirect savings. An itemization of these 
savings is not practicable. 

The reorganization plan is especially important at this time of national emer- 
gency. It will strengthen the administration of the Reconstruction Finance 
Corporation and at the same time provide additional safeguards with respect to 
loan policy and the approval of individual loans. It will make possible the more 
effective coordination of the Government’s general loan policies. I strongly 
urge the approval of the reorganization plan as a means of achieving these 
objectives. 


Harry 8S. TruMAN. 
THe Wuirre Howse, February 19, 1951. 
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REORGANIZATION PLAN NO. 1 OF 1951 


Prepared by the President and transmitted to the Senate and the House of Representatives in Congress 
assembled, February 19, 1951, pursuant to the provisions of the Reorganization Act of 1949, approved 
June 20, 1949 


RECONSTRUCTION FINANCE CORPORATION 


SECTION 1. Administrator of the Corporation.—There is hereby established the 
office of Administrator of the Reconstruction Finance Corporation, hereinafter 
referred to as the Administrator. The Administrator shall be appointed by the 
President by and with the advice and consent of the Senate and shall receive 
compensation at the rate of $17,500 per annum. 

Sec. 2. Deputy Administrator.—There is hereby established the office of Deputy 
Administrator of the Reconstruction Finance Corporation, who shall be appointed 
by the President by and with the advice and consent of the Senate, shall receive 
compensation at the rate of $16,000 per annum, shall perform such duties as 
the Administrator may from time to time designate, and shall be Acting Admin- 
istrator and perform the functions of the Administrator, including his functions 
as a member and the Chairman of the Loan Policy Board hereinafter provided 
for, during the absence or disability of the Administrator or in the event of a 
vacancy in the office of Administrator. 

Sec. 3. Other employment prohibited.—No person shall while holding the office 
of Administrator or Deputy Administrator engage in any business, vocation, or 
employment other than that involved in the holding of such office. 

Sec. 4. Loan Policy Board.—There is hereby established the Loan Policy Board 
of the Reconstruction Finance Corporation, which shall be composed of the 
following members, all ex officio: The Administrator, as Chairman, the Deputy 
Administrator, as Vice Chairman, the Secretary of the Treasury, the Secretary 
of Commerce, and one other member who shall be designated from time to time 
by the President from among the officers of the United States who are required 
to be appointed by and with the advice and consent of the Senate. Either of 
the said Secretaries and the said designee of the President may designate an 
officer of his department or agency to act in his stead as a member of the Loan 
Policy Board with respect to any matter or matters. 

Sec. 5. Functions transferred to Administrator.—All functions of the Board 
of Directors of the Reconstruction Finance Corporation, including those of the 
members and chairman of the said Board and including those with respect to 
the management of the Corporation, are hereby transferred to the Administrator, 
except as the said functions are otherwise vested by the provisions of sections 6 
and 7 of this reorganization plan. 

Sec. 6. General policies.—The Loan Policy Board shall establish general policies 
(particularly with reference to the public interest involved in the granting and 
denial of applications for financial assistance by the Corporation and with refer- 
ence to the coordination of the functions of the Corporation with other activities 
and policies of the Government) which shall govern the granting and denial of 
applications for financial assistance by the Corporation. 

Sec. 7. Financial assistance procedure.—All applications for loans or other 
financial assistance totaling in excess of $100,000 to any borrower shall be referred 
to a board of review, and such board shall submit a recommendation in each case 
to the Administrator. Any board of review shall consist of not less than five 
persons who shall be designated by the Administrator from among personnel of 
the Corporation having major responsibilities assigned to them and who shall 
receive no additional compensation for service hereunder. Whenever any loan 
or purchase of obligation shall be approved or declined in any case wherein the 
board of review has recommended otherwise, the Administrator shall place in 
the records of the Corporation a memorandum setting forth his reasons for granting 
or denying the financial assistance involved. 

Src. 8. Delegation of functions.—The Administrator may from time to time 
make such provisions as he shall deem appropriate with respect to the performance 
by any officer, employee, or administrative unit under his jurisdiction of any 
function of the Administrator under the provisions of this reorganization plan, 

Sec. 9. Abolition of present Board.—The Board of Directors of the Reconstruc- 
tion Finance Corporation, including the offices of the members of such Board, 
is hereby abolished, and the Administrator shall provide for winding up any 
outstanding affairs of the said Board not otherwise provided for in this reorgani- 
zation plan. 

Sec. 10. Effective date.—Sections 4 to 9, inclusive, of this reorganization plan 
shall become effective when, and not until, the Administrator first appointed 
hereunder enters upon office pursuant to the provisions of this reorganization 
plan. 








MINORITY VIEWS 


We of the minority favor the rejection of Senate Resolution No. 76 
and support Reorganization Plan No. 1 of 1951, because we believe it 
is essential to maintain the functions of the Reconstruction Finance 
Corporation on a workable basis, particularly with regard to the 
responsibilities vested in it by the Congress in relation to the develop- 
ment of the defense-mobilization program. We believe it can perform 
such services more effectively under the plan than it can under existing 
conditions. 

It would be a disservice to the welfare of the Nation should the 
important contributions which RFC can make to the national-defense 
effort, under authority vested in it by the Congress, be permitted to 
further stagnate through any failure of the Congress itself to con- 
tribute to the improvement of its structure and effectiveness. To 
permit it to remain static under its present uncertain status would 
constitute an abdication of responsibility on the part of the Congress. 

The issue before the Senate has nothing whatever to do with the 
question of whether the RFC shall continue, what its functions will 
be in the future, or whether it shall be abolished. The question before 
the Senate is simply whether or not the Corporation can better perform 
its present function under its existing authority as presently consti- 
tuted, or whether its contribution to the defense effort can be more 
effective under the provisions of Reorganization Plan No. 1 of 1951. 

The present Directors of RFC testified that, as a result of the ex- 
posures of the Fulbright subcommittee of the Committee on Banking 
and Currency, the Corporation has deteriorated to the extent that its 
future usefulness may be destroyed unless remedial action is taken at 
once. A dozen responsible officials have recently resigned from RFC, 
or indicated they will shortly do so. 

Although the minority of the committee recognizes that plan No. 
may not provide the extensive reforms needed, it is believed that the 
proposal is a sound first step toward correcting the deficiencies in the 
RFC which have been brought to light. The appointment of an 
Administrator, the establishment of a Loan Policy Board of Cabinet 
prestige, which would determine general policy in the granting of 
loans, will go a long way toward removing existing stigmas attached 
to the Board of RFC, and in restoring public confidence in its essential 
activities. Such action would also tend to restore morale of the Cor- 
poration’s employees. 

Rejection of plan No. 1 would amount to leaving the present in- 
tolerable situation in a status quo. <A delay of even a few months 
while the Congress deliberates through its normal channels upon sub- 
stantive legislation to reorganize the Corporation would without doubt 
prove to be highly detrimental to the national-defense program. 

10 
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VIEWS OF DEFENSE MOBILIZATION DIRECTOR CHARLES E. WILSON 


The vital role the RFC is playing in the defense-mobilization pro- 
gram and the harmful effect interruption of its activities would have 
are presented forcefully in the following letter to the chairman of the 
committee from Mr. Charles E. Wilson, Director of the Office of 
Defense Mobilization, who strongly endorses the plan: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Orrick OF DEFENSE MOBILIZATION, 
Washington 25, D. C., April 4, 1951. 
Hon. Jonn L. McC.ie.van, 
Chairman, Committee on Expenditures in the Executive 
United States Senate, Washington, D. C. 


Dear CHAIRMAN MCCLELLAN: I write this to vou, as chairman of the Senate 
Committee on Expenditures in the Executive Departments, because of the 
imporiance that I atcach to the reorganization proposal affecting the continuation 
of the Reconstruction Finance Corporaiion under a single Administracor. 

We have given this matter some consideration in the Office of Defense Mobiliza- 
tion, and have reached the conclusion that an inierrupiion of the 
Reconstruction Finance Corporation ai this time would | 
the defense-mobilization program. 

My present purpose is to urge upon you the necessity for speedily settling 
matter so that the fiseal duties which the Reconstruction Finance Corporation 
now must necessarily perform in servicing loans approved by the Defense Pro- 
duction Administration under certain sections of the Defense Production Act of 
1950, may continue to be carried out. A shift in the responsibilities of acting as 
fiscal agent in servicing these loans would entail not only uncertainties but delays 
which might be extremely costly in terms of the speed at which the program must 
be balanced up. 

It is my hope that the present form of the reorganization plan will meet 
requirements of the Senate and that whatever action is taken Ripley not 
the performance of the functions which the Reconstruction Finance Corporation 
is fulfilling under the Defense Production Act of 1950. It is, the ierefore, my recom- 
mendation that your committee reject the resolution of disapproval now 
before it. 

Sincerely, 


De parltme nts, 


work of the 
ve extremely harmful to 


this 


all the 
interrupt 


pending 


CHARLES E. Witson, D 
RFC OF VITAL IMPORTANCE IN WARTIME ECONOMY 


RFC conducts important programs directly related to the Nation’s 
defense effort, such as the tin, synthetic rubber, and abaca fiber 
programs. 

In addition, the Corporation, under authority vested in it by the 
President, pursuant to section 302 of the Defense P iasindt tion Act of 
1950, and upon certification by defense production agencies, makes 
loans to private business for expansion of capacity, development of 
tee ‘thnologic al processes, and for the produc tion of essential materials, 
= directly related to the defense effort. Further, under the Federal 

Civil Defense Act of 1950, the Corporation, upon certification by the 

Civil Defense Administrator is authorized to make loans for civil- 
defense projects. All these programs are endangered by the ge asawen 
generated by the difficulties presently existing within RFC, where: 
the adoption of plan No. 1 would provide a new stre nghtene l ieaiaie 
work within which these responsibilities could continue to be efficiently 
discharged, pending a final determination by the Congress relative 
to the disposition of the Corporation’s functions. 
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RFC’S SUCCESSFUL HISTORY 


RFC was created by the Congress on January 22, 1932, primarily to 
relieve the extensive business recession. 

Its original purpose was to extend financial assistance to commerce, 
industry, and agriculture through direct loans to banks, trust com- 
panies, insurance companies, various agricultural credit agencies, and 
other financial institutions. 

During the 1930’s the Corporation contributed materially to the 
economic stability of the country by providing assistance to distressed 
industrial, agricultural, and financial enterprises, thereby saving 
many such enterprises.from bankruptcy or liquidation, and preventing 
the dissipation of billions of dollars of assets. It also contributed 
greatly to reducing unemployment through its financing activities. 

In 1938 the Federal National Mortgage Association, a wholly owned 
subsidiary of RFC, was organized under title 3 of the National Housing 
Act for the primary purpose of reestablishing a normal mortgage 
market. The activities of this Association expanded to such an extent 
during the 2-year period ending June 30, 1949, that they became a 
major program in relation to RFC’s over-all activity, continuing as 
such until the Association was transferred by Reorganization Plan 
No. 22 of 1950 to the Federal Housing and Home Finance Agency. 

During World War II, RFC’s basic authority was expanded to pro- 
vide financing relating directly to the war, such as constructing defense- 
plant facilities, stockpiling of strategic materials, and a variety of 
wartime activities. These activities are generally regarded as having 
contributed materially to the successful prosecution of the war. 

Its success has been unparalleled among Federal financial agencies. 
Its records reveal that it has made a total of 631,351 loans, with an 
authorized disbursement of $16,696,000,000. These activities have 
resulted in a profit, when certain interest charges, war-related and 
public-emergency expenditures are eliminated, amounting to $592,- 
000,000 since its establishment in 1932. 

At present the Corporation has four major responsibilities: (1) It 
makes direct loans or participates in loans to private business, financial 
institutions, and public agencies; (2) it makes loans under the Defense 
Production Act of 1950 to private businesses in promotion of the Na- 
tion’s defense effort; (3) it administers the Government’s tin, synthetic 
rubber, and abaca fiber programs; and (4) it is authorized to make 
loans for civil-defense projects. 

The latest enactment of the Reconstruction Finance Corporation 
Act under the provisions of which the Corporation presently operates 
is Public Law 548 of the Eightieth Congress approved May 25, 1948. 
This act extended the Corporation’s succession to June 30, 1956, 
limited its lending authorities as of June 30, 1954, reduced its capital 
stock to $100,000,000, and made certain other salient changes which 
the Congress believed desirable in continuation of the agency. 

in reporting favorably S. 2287, which became Public Law 548 of 
the Eightieth Congress, the Senate Banking and Currency Committee 
strongly recommended the continuation of the Reconstruction Finance 
Corporation on a permanent basis (S. Rept. 974, 80th Cong., 2d sess.), 
The committee summarized its reasons on page 5 of the report as 
follows: 
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(1) RFC performed an extremely useful and vital function during the emer- 
gencies of the last depression and of the war. Should such events recur, the 
existence of such an agency, already established, will permit more prompt and 
effective action than would be possible if an agency had to be re-created; and 

(2) There are some limited functions which such an agency can usefully perform 
during periods which cannot be characterized as times of economie depression or 
national emergency. 

The committee concluded that RFC could perform its functions 
properly only if given adequate authority unhampered by arbitrary 
limitations. It therefore recommended reenactment of the original 
powers granted the Corporation in 1932. 

The Bighty -first Congress vested additional responsibilities in the 
RFC, the “Defense Production Act providing for defense loans, pur- 
chases of strategic materials and defense plants, and other legislation 
authorized the continuation of the tin, rubber, and abacdé programs. 
As in 1940 the Corporation’s present activities, by congressional 
approval, are being increasingly directed to the meeting of defense 
requirements in the Nation’s rapidly expanding national emergency 
program. 


MERITS OF PLAN NO. 1 OF 1951 


The single Administrator 

Plan No. 1 fixes final responsibility in an Administrator. This 
action, endorsed by the Fulbright subcommittee, is in full accord with 
the Hoover Commission’s accepted premise that multiheaded adminis- 
tration is universally ineffective, and reflects a good business principle 
adopted by many of the Government’s most successful agencies. 

Many advantages are inherent in such an appointment. To begin 
with, the position would attract the interest of an individual of ade- 
quate stature who might not be willing to serve merely as a member of 
a five-man board. Further, the Senate undoubtedly would give the 
most thorough consideration to confirmation of a candidate for so 
important a Government position, which consideration it undeniably 
has not given on occasions to prospective members of various boards. 

The vesting of final responsibility in the Administrator would 
eliminate diffusion of responsibility among a five-man board of 
directors, members of which have been able in the past, by withdrawal 
from important decisions, to side-step or evade responsibility on 
controversial issues. This device has resulted, on occasion, in ap- 
provals of major loans by the RFC with only a minority of the Board 
participating. 

Ample precedents exists for appointment of a single administrator 
of a Government lending agency. As Senator Fulbright pointed out 
before the committee, a single administrator has proved successful in 
such organizations as the Farm Credit Administration, the Rural 
Electrification Administration, and the surplus-property-disposal 
agencies, among others 

In its report to the full Committee on Banking and Currency, the 
Fulbright subcommittee stressed the fact that during much of its 
existence RFC operated successfully under the supervision of a 
Federal Loan Administrator, whose authority transcended that of 
the RFC Directors, and who functioned, in practical effect, as the 
general manager of RFC. The subcommittee held that an Adminis- 
trator (or Governor) would be a position of considerable responsibility, 
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and should attract the interest of a man of adequate stature and 
background, thus going a long way toward restoring the public 
confidence in the operations of the Corporation. 


The Loan Policy Board ’ 


The creation of a Loan Policy Board, in the opinion of the minority 
of the committee, is a constructive feature of plan No. 

The Board, to be composed of the Administrator, the Deputy 
Administrator, the Secretary of the Treasury, Secretary of Commerce, 
and a fifth member to be appointed by the President from among 
Federal officials who have been confirmed by the Senate, would 
establish general policies with reference to the public interest to 
govern the granting of loans. 

The appointment of Cabinet officers is a meritorious proposal. 
The advice of the Secretary of the Treasury on the availability of 
private credit, the inability of small business to obtain necessary 
credit, and the extent to which the Reconstruction Finance Corpora- 
tion should meet that need, is of obvious significance to proper 
discharge of the Corporation’s functions. The Secretary of Com- 
merce, Whose Department is responsible for Federal business programs, 
likewise should play an important part in determination of the 
Corporation’s over-all lending policies. 

Authority to the President to appoint a fifth member, from various 
Cabinet-level agencies as changing economic conditions dictate, pro- 
vides a degree “of flexibility which should be of unusual benefit in 
coordinating the direction of RFC’s lending programs with related 
governmental activities in other areas, such as the head of the Office 
of Defense Mobilization under the present emergency program, and 
the Chairman of the Board of Governors of the Federal Reserve 
System during normal times. 


The Review Board 


Section 7 of plan No. 1 provides for a statutory Board of Review 
of not less than five members to be designated by the Administrator 
from among the Corporation’s most responsible officers. This is in 
accord with the Fulbright subcommittee’s recommendations, which 
provides collective judgment shall be exercised upon the lending of 
public money, an inherent principle of good banking practice. It 

conforms generally to the present RFC structure, comprising a review 
committee of five members. Testimony was presented to the com- 
mittee to the effect that the present Board has in many instances 
ignored the recommendations of the examiners, without any official 
record as to the reason for such action. This section of plan No. 
would tend to alleviate this condition. 

The requirement that the Administrator, in any decision adverse 
to the Review Board’s recommendations, must file an official memo- 
randum as to the specifie reasons therefor, to be incorporated in the 
Corporation’s records, provides a positive check against past practices 
of the Board. It would also tend to preclude, insofar as the law can 
adequately provide, action which has in the past ignored the Review 
Board’s advice. 

Such a record, with a statement by the Administrator giving his 
reasons for overruling the Review Board, would be available for pub- 
lic serutiny, fixing the final responsibility squarely on the Adminis- 
trator. 
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PLAN NO. 1 WOULD NOT PREVENT FURTHER ACTION 


The minority does not agree with the view of the majority that the 
approval of plan No. 1 would delay the consideration of subsequent 
re action by the Congress affecting RFC. 

S. 515, introduced by Senator Fulbright to amend the Reconstruc- 
tion Finance Corporation Act, is pending before the Banking and Cur- 
rency Committee, having been reported favorably by the Fulbright 
subcommittee several weeks ago. Senator Maybank, the committee’s 
chairman, has announced hearings will be held in the ee 
future, regardless of what action the Senate takes on plan No. 

S. 515 in major hy incorporates the reorganization aaa iples 
proposed by plan No. 1, as the following brief comparative analysis 
reveals: 

Plan No. 1 creates an Administrator and a Deputy Admin- 
istrator, establishes a Loan Policy Board and a Review Board. 
It requires that the Review Board submit recommendations on 
all applications in excess of $100,000. 

S. 515 establishes a Governor of the RFC, authorizes appoint- 
ment of two Deputy Governors, establishes a Review Board, and 
requires that the Board review all applications in excess of 
$100,000. 

{ach requires that the Administrator or Governor submit an 
official memorandum into the Corporation’s records whenever such 
official approves or rejects an application exceeding $100,000 con- 
trary to the recommendation of the Review Board. 

The major difference between the two measures is that plan 1 estab- 
lishes a Loan Policy Board to determine over-all corporate policy, 
which Senator Fulbright has indicated he believes to be an improve- 
ment over 5. 515. 

The minority holds, therefore, the contention that adoption of plan 
No. 1 would forestall enactment of S. 515 is extremely weak. Adop- 
tion of plan No. 1 would in effect amount to Senate endorsement of 
the structural reorganization proposed in the Fulbright bill, whereas 
its rejection would maintain a structure which has brought about the 
present criticisms of the Corporation. 

S. 515, in addition to the structural provisions above, revises the 
basic Reconstruction Finance Corporation Act, provides for direct 
appropriations by the Congress to the agency, and incorporates other 
basic policy changes. It is logic ‘al to assume that thorough considera- 
tion of these far-reaching policy provisions would require, at a mini- 
mum, several months’ time. 


HOOVER COMMISSION RECOMMENDATIONS 


A cardinal observation of the Hoover Commission repeated many 
times throughout its reports is that multiheaded direction of Govern- 
ment business enterprises is universally inefficient. 

In its report treating such important business organizations as the 
Federal Reserve Board, the Federal Trade Commission, and the 
Securities and Exchange Commission, the Hoover Commission recom- 
mended forcefully that all administrative responsibility be vested in 
the Chairmen of those Government agencies (recommendation No. 1 
p. 5, Regulatory Commissions report). 


’ 
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It also should be noted that the Citizens Committee for the Hoover 
Report, created by former President Herbert Hoover, Chairman of 
the Commission which bears his name, endorses plan No. 1 as a step 
forward in implementing the Hoover Commission’s reforms. 


CONCLUSIONS 


The minority of the committee wishes to reemphasize these salient 
points: 

RFC is a vital factor in the present wartime economy. It 
performs functions and services indispensable to small business, 
to the general economy, and to the national-defense effort. 

2. Immediate action by the Congress is imperative if the Corpo- 
ration is to be restored to its proper position in our wartime econ- 
_ in which its lending activities are such a decisive factor. 

Adoption of plan No. 1 will not prevent the Congress from 
att subsequent legislation affecting RFC’s purpose, charac- 
ter, or functions at any time. 

4. For the Congress to permit the Corporation to drift further 
toward deterioration while it deliberates legislation affecting its 
structure and policies would be an evasion of its responsibility 
to the public, and an unnecessary and costly expedient. 

5. Plan No. 1 of 1951 isa sound forward step in restoring public 
confidence in RFC, in improving the greatly impaired morale of 
its employees, and in strengthening the Corporation’s operational 
framework. 

Vesting of responsibility in a single Administrator is a tested 
business principle of genuine merit. Ample safeguards to proper 
discharge of such power are provided by the Loan Policy Board, 
the Review Board, and the basic Reconstruction Finance Corp- 
oration Act. 

The plan is in general accord with the Hoover Commission’s 
over-all recommendation that multiheaded direction of a Federal 
business enterprise such as the RFC is inefficient. 

The plan in major purpose closely parallels the reeommenda- 
tions of the Fulbright subcommittee concerning reorganization of 
RFC. 

For these and other compelling reasons outlined above the minority 
of the committee recommends that the Senate reject Senate Resolu- 
tion 76, which would disapprove Reorganization Plan No. 1 of 1951, 
and thus express its approval of the plan. 


Hersert R. O’Conor. 
JoHN L. McCue.uuan. 
Crypve R. Hory. 
Husert H. Humpurey. 
Mike MonroneY. 
Tuomas R. UNDERWOOD. 
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APRIL 11 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. ELLenpErR, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 984] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 984) to amend the Agricultural Act of 1949, having con- 
sidered the same, report thereon with a recommendation that it do 
pass with amendments. 


HISTORY OF LEGISLATION 


Throughout World War II and since the termination of hostilities, 
it has been necessary to import agricultural workers from foreign 
countries in order to assist in the production of adequate supplies of 
food and fiber for domestic consumption in the United States and for 
export. Principal sources of foreign farm labor have been Canada, 
the British West Indies, and the Republic of Mexico, and many work- 
ers have been recruited in Puerto Rico. In 1948 the United States 
and Mexico reached an agreement on the method by which workers 
from Mexico would be imported for temporary employment in agri- 
culture. In October 1948 Mexico terminated the 1948 agreement 
and a new agreement was approved and became effective August 1, 
1949. The program of importing farm workers from Mexico is now 
operating under that agreement. 

The 1948 agreement established a system of importing workers 
from Mexico without subsidization by the Federal Government. 
This system was continued by the present international agreement 
whereby the private employer, upon certification by the United 
States Employment Service that he cannot obtain ade quate domestic 
farm labor, recruits workers in Mexico with the joint approval of 
United States and Mexican Government officials and under their 
direct supervision. Under the old and present agreement the em- 
ployer pays the entire cost of transporting the worker from Mexico 
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and return, and he pays for supplies and subsistence during the period 
of movement. He also makes other guaranties to the worker under 
the individual work contract and is required to post a bond of $25 
for each worker to guarantee maintenance of status and departure of 
the alien agricultural worker. 

In addition the 1948 agreement provided that 10 percent of the 
worker’s salary be withheld and then returned to him upon termination 
of the contract. This provision was deleted in the 1949 agreement. 
The present agreement also differs from the 1948 agreement in that 
it contains detailed procedures for handling of complaints of workers 
against employers violating their contracts and cases of discrimination 
against Mexican workers. 

Violation of contracts by the workers has caused considerable ex- 
pense to the employers by forcing forfeiture of the departure bonds. 
Often the worker has returned to his home in Mexico, and while no 
expense may have been incurred by the Government or the employer 
in such return, failure by the worker to report his departure to the 
Immigration and Naturalization Service has caused unnecessary 
confusion and expense to agricultural producers in this country. On 
the other hand, many contract violators have been apprehended, and 
the costs of apprehension must be paid by the employer. In certain 
instances, this liability has amounted to considerable expense to the 
employer. Therefore, the agricultural producers in the United States 
have protested vigorously against the requirement for posting of 
bonds. 

The program of importing farm-laborers from Mexico is confronted 
with a major problem in the form of illegal immigration of workers 
commonly known as wetbacks. Instead of entering the’ country at 
official points and according to law, thousands of workers swim or 
wade across the Rio Grande River and enter illegally. Because they 
are often put to work by United States employers before their backs 
are dry, they have been commonly referred to as wetbacks. The 
wetback situation presents great economic and social problems. The 
illegal immigrant is always subject to deportation, and under such 
circumstances, the wetback will work for wages far below a level 
which will enable him to maintain a proper standard of living for him- 
self or his family. At the same time, their employment undercuts the 
going wage of domestic farm labor and thus forces the latter td accept 
substandard wages also, or move on to other work. 

This process not only provides the wetback and the domestic farm 
laborer with grossly inadequate incomes, but it also affects the status 
of Spanish-speaking citizens of the United States and retards their 
assimilation into the normal social and economic life of the country. 
While the present international agreement addresses itself to the wet- 
back problem, illegal entry of Mexican citizens into the United States 
has increased greatly and conservative estimates place the number of 
wetbacks entering the country in 1950 at more than a million. The 
Immigration and Naturalization Service in the year ending June 30, 
1950, deported nearly 500,000 aliens back to Mexico, and undoubtedly 
as many were never apprehended. 

In connection with negotiations to modify the existing agreement, 
representatives of the United States and Mexico met in.conference at 
Mexico City beginning January 26 of this year to discuss the various 
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problems noted above. During the course of the conference, the 
Mexican Government served notice that it was terminating the 1949 
agreement. 

The United States delegation to the conference was headed by Carl 
W. Strom, consul general of the United States in Mexico. Chairman 
Allen J. Ellender of the Committee on Agriculture and Forestry and 
Congressman W. R. Poage of the House Committee on Agriculture 
were appointed delegates from their respective committees and served 
as advisers to the United States delegation. 

As an alternative method to the recruitment of farm workers in 
Mexico by private employers and subsequent posting of compliance 
bonds, it was suggested at the conference that an agency of the United 
States recruit such workers and that the Government of the United 
States guarantee compliance with the individal work contract. It 
was understood that the United States Government is not now 
authorized to undertake such a program. The United States dele- 
gation agreed to have such legislation introduced in the Congress, 
and since its enactment would require time for following legislative 
procedure, the Mexican Government agreed to continue the present 
international agreement until June 30, 1951. 

The conferees then agreed to recommend to their respective govern- 
re that the following program be established: 

The Mexican Government would establish migratory stations at 
wi places in. Mexico as might be agreed upon by the Mexican 
Government and the United States Government. 

Recruiting teams consisting of Mexican and United States 
representatives would then recruit agricultural workers at places near 
the residences of the workers, and the workers would be brought to 
the migratory stations by the Mexican Government. 

Following screening by the United States immigration officials, 
the workers would be transported to reception centers in the United 
States at the expense of the United States Government. Return 
transportation from the reception center to the migratory station by 
this Government would also be guaranteed. 

4. At the reception center in ‘the United States, the worker would 
be free to choose the type of agricultural work he desires, and the em- 
ployer would be free to select the workers whom he desires. Proper 
supervision of these negotiations by representatives of both Govern- 
ments would be maintained. 

5. Transportation from the reception center to the place of em- 
ployment and return would be at the expense of the employer, as 
well as subsistence and other guaranties as required by the individual 
work contract. 

In accordance with the understanding at the conference, S. 984 was 
introduced on February 27 by Senator Ellender and referred to your 
committee. Hearings were conducted on the bill and testimony re- 
ceived from officials of the Department of Labor, Department of 
State, Department of Agriculture, farm organizations, employers of 
agric cultural labor, and Officials of labor unions. Two other bills, 
S. 949 and S. 1106, were also considered during the hearings and at 
subsequent executive sessions of the committee. 

Evidence on several aspects of the problem was presented and dis- 
cussed thoroughly during the sessions of the committee. More com- 
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plete utilization of domestic farm labor through Government sub- 
sidization, supplemented by the proposed program for importing 
agricultural workers, was recommended to the committee. However, 
a program providing Government transportation of domestic laborers 
within the country and establishment of overnight stops or additional 
reception centers would involve considerable expenditure by the 
Federal Government. At the same time, evidence was presented to 
the committee that the shortage of farm labor was usually in the 
supply of ‘‘stoop” labor, a term used because the worker is required to 
stoop or bend forward to do his work. The natural inclination of 
workers to accept higher paid or easier work than such labor often 
creates a shortage of these workers and agricultural producers have 
found it necessary to import foreign workers to make available an 
ample supply. This stoop labor is just as essential as other operations 
in the production of food and fiber and therefore, your committee 
believes that provision should be made at this time for supplying the 
foreign agricultural labor found necessary to supplement the domestic 
labor force, and the establishment of additional programs for recruit- 
ment, transportation, and placement of domestic farm laborers should 
be considered as the need arises. 


ANALYSIS OF BILL 


Section 501 authorizes the Secretary of Labor to— 

1. Recruit workers in Mexico for temporary agricultural employ- 
ment in the United States; 

2. Establish and operate reception centers at or near the places 
of actual entry of such workers into the United States for the purpose 
of receiving and housing them while arrangements are being made 
for their employment in, or departure from, the United States; 

3. Provide transportation from recruitment centers in Mexico to 
such reception centers and from such reception centers to recruitment 
centers after termination of employment; 

4. Provide such workers with such subsistence, emergency medical 
care, and burial expenses (not exceeding $150 burial expenses in any 
one case) as may be or become necessary during transportation 
authorized by paragraph 3 and while such workers are at reception 
centers ; 

5. Assist such workers and employers to negotiate contracts of 
employment; and 

6. Guarantee the performance by employers of provisions of such 
contracts relating to payment of wages or the furnishing of trans- 
portation. 

The bill also provides that the Secretary may recruit Mexicans al- 
ready in the United States for agricultural employment. That pro- 
vision has been amended, however, to require that such workers must 
have originally entered the country legally. S. 984 further provides 
that workers recruited under the program authorized by the bill will 
be free to accept or decline agricultural employment with any eligible 
employer, and to choose the type of agricultural employment they de- 
sire. Likewise, employers will be free to offer agricultural employ- 
ment to any workers of their choice not under contract to other 
employers. 
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While the purpose of S. 984 is to authorize this country to carry out 
its part of the agreement reached with the Republic of Mexico, the 
bill as introduced authorized recruitment of agricultural workers from 
other countries in the Western Hemisphere, pursuant to arrangements 
between the United States and such countries, and from Hawaii and 
Puerto Rico. The bill as reported would confine the program to the 
Republic of Mexico, since extending it to other countries would change 
the present method of recruitment of farm workers in those countries 
for temporary employment in the United States. 

Section 502 provides that no workers shall be made available to any 
employer unless such employer enters into an agreement with the 
vee States to— 

Indemnify the United States against any loss by reason of its 
guaranty of such employer’s contracts. 

. Reimburse the United States for expenses, not including salaries 
or “expenses of regular department or agency personnel, incurred by 
it for the transportation and subsistence of workers in amounts not 
to exceed $20 per worker. 

3. Pay to the United States, in any case in which a worker is not 
returned to the reception center in accordance with the individual 
work contract, and is apprehended in the United States, an amount 
determined by the Secretary of Labor to be equivalent to the normal 
cost to the employer of returning other workers from the place of 
employment to the reception center, less any portion thereof required 
to be paid by any other employers. 

The bill as introduced provided that the employer pay for all 
expenses up to $20 incurred by the Government in recruitment and 
transportation of workers. ‘The committee believes normal salary 
and other expenses of Government officials administering the program 
should not be charged to the individual employer of the workers 
recruited by such Government employee and recommends amending 
the bill accordingly. 

5. 984 as introduced also provided that in the case of a worker 
violating his contract, the employer would pay the Federal Govern- 
ment an amount equal to the cost of returning such worker from his 
place of employment to the reception center. Your committee has 
amended the bill to require such reimbursement only when the con- 
tract violator has been apprehended within the United States and 
since the original provision was subject to the interpretation that the 
employer would have to pay the costs of apprehension, new language 
is recommended to clarify the intent of the bill that the employer pay 
only the normal cost of returning such worker from the place of em- 
ployment to the reception center. 

Section 503 provides that no workers recruited under this program 
shall be available for employment in any area unless the director of 
State employment security for such area bas determined and certified 
that sufficient domestic workers who are able, willing, and qualified 
are not available at the time and place needed to perform the work 
for which such workers are to be employed, and that the employment 
of such workers will not adversely affect the wages and working con- 
ditions of domestic agricultural workers similarly employed. Your 
committee believes the State director will be in a position to respond 
immediately to any real needs in his area for additional workers and 
can protect the welfare of domestic farm laborers already in the area. 
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Section 504 provides that workers recruited in Mexico shall be ad- 
mitted to the United States subject to the immigration laws, and that 
no penalty bond shall be required which imposes liability upon any 
person for the failure of any such worker to depart from the United 
States upon termination of employment. Section 504 also provides 
that workers already in the country and who otherwise would be 
eligible for admission to the United States may remain to accept agri- 
cultural employment pursuant to arrangements between the United 
States and the Republic of Mexico. The bill as introduced did not 
subject retention of such workers for agricultural employment to future 
arrangements between the two countries. 

Section 505 exempts agricultural workers imported from Mexico 
from social security bene fits and taxes, and w ithholding of, or payment 
of, such taxes by the employers of such workers. T he section further 
provides that such workers shall not be subject to the head tax levied 
under section 2 of the Immigration Act of 1917. 

Section 506 authorizes the Secretary of Labor to utilize the facilities 
and services of other Federal and State agencies as may be agreed 
upon, to accept and utilize voluntary and uncompensated services, 
and to cooperate with the Secretary of State in negotiating and carry- 
ing out agreements or arrangements relating to the importation of 
agricultural workers from Mexico. 

Section 507, as amended, defines the agricultural employment for 
which workers can be recruited as that covered by section 3 (f) of the 
Fair Labor Standards Act of 1938, as amended, or section 1426 (h) of 
the Internal Revenue Code, as amended. The bill, as introduced, 
provided that in addition to the work considered to be agricultural 
employment by the above-cited statutes, the term “agricultural 
employment” would include horticultural employment, cotton ginning 
and compressing, crushing of oilseeds, and the packing, canning, 
freezing, drying, or other processing of perishable or seasonable 
agricultural products. Your committee believes it unwise to enact 
greatly different definitions of common terms in various statutes and 
therefore recommends the bill be amended accordingly. 

Section 507 also defines ‘‘employer’’ to include an association or 
group of employers. This provision is designed to reduce the cost of 
administering the program by permitting the Secretary to deal with 
an association or group rather than with its individual members. 
However, the committee believes an amendment is necessary in order 
to protect the United States in dealing with associations or groups 
which might later prove financially irresponsible. The amendment 
would limit the provision to associations or groups which the Secretary 
of Labor deems financially responsible, or whose individual members 
are liable for the obligations of the association or group in the event of 
default by such association or group. The amendment would not 
require the Secretary to enter into individual contracts with member- 
employers of any association or group so long as its form of organiza- 
tion or its arrangement with its members is such that its members 
are liable on its obligations. 

The bill is amended to provide in section 508 that nothing in the 
act shall be construed to limit the authority of the Attorney General 
to permit the importation of workers from any other country for 
agricultural employment, pursuant to the immigration laws, or to 
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permit any such alien who entered the United States legally to remain 
for employment on farms. 

Section 509 provides that the program of importing foreign agri- 
cultural workers, as authorized by the act, shall terminate December 
31, 1952. 


CONCLUSIONS AND RECOMMENDATIONS 


In considering this legislation, your committee has endeavored to 
work out a program which will make available an adequate supply of 
agricultural workers from Mexico as expeditiously as possible. At 
the same time, your committee has attempted to keep the cost to the 
Federal Government at a minimum. Under the program contem- 
plated by S. 984 the Federal Government will assume financial re- 
eh ay for, first, costs of recruitment of workers in Mexico and 
transportation to reception centers within the United States exceeding 
$20 per worker; second, establishment and maintenance of reception 
centers in the United States; third, cost of apprehending contract 
violators; and, fourth, guaranteeing compliance by employers with 
the individual work contract with respect to payment of wages and 
furnishing of transportation. 

It is expected that recruitment of Mexican farm laborers by a gov- 
ernmental agency, payment of their transportation to a reception 
center within the United States and return, and furnishing of sub- 
sistence during that time will not cost much more than $20 per worker. 
The Department of Labor has estimated that such cost might average 
nearly $35 per worker, but its estimates were based upon the recruit- 
ment of workers on the average as far as 500 miles south of the Mexico- 
United States border. It is hoped that adequate workers can be 
recruited closer to the border and if so, such costs to the Government 
will be less than those contained in the estimate. It must be kept in 
mind that the average cost up to $20 will be paid by the employer, 
and only where the average cost is more than $20 will the Federal 
Government pay for transportation and subsistence. 

No estimate has been made by the Department of Labor as to the 
probable cost of establishing and maintaining reception centers in the 
United States by the Federal‘Government. However, in the agree- 
ment reached in Mexico City, the Mexican Government agreed to 
establish migratory stations in Mexico at its expense, and it appears 
fair and reasonable to your committee that the United States Govern- 
ment should bear its share of the program to the extent of establishing 
the necessary reception centers in the United States near the border. 
It was recommended by various witnesses in the hearings conducted 
on the legislation that several reception centers be est: ablished through- 
out the country. As the committee is reporting a bill which would 
make the employer pay practically all of the cost of importing workers 
from Mexico, your committee has agreed to authorize the establish- 
ment of only those stations absolutely required to furnish the necessary 
facilities at or near the border. Thus it will be possible to keep recep- 
tion center costs at a minimum. 

The expenses incurred in apprehending contract violators are not 
expected to add materially to the cost of the program. It is the intent 
of the legislation that such apprehension will be carried out by the 
presently constituted authorities in connection with their regular 
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duties, and in the case of workers not apprehended there should be no 
cost involved. 

Finally, the bill authorizes the Federal Government to assume 
responsibility for compliance of employers with the individual work 
contract, with respect to the payment of wages and the furnishing of 
transportation. However, the bill further provides that the employer 
must agree to reimburse the Federal Government for any losses 
incurred by it by reason of its guaranty of employers’ contracts. 
Thus, the contingent liability of the United States in this respect 
should not result in much loss to the Government. 

The United States as well as Mexico must do everything possible 
to solve the wetback problem presented by great numbers of Mexicans 
entering the United States illegally every year. Both Governments 
agreed at the conference in Mexico City to intensify their efforts to 
control these violations of immigration laws. The program author- 
ized by S. 984 whereby a governmental agency will recruit workers 
in Mexico in cooperation with officials of the Mexican Government 
is expected to provide a supply of workers for agricultural employment 
in compliance with the laws of both countries. While the program 
does not attempt to cover all phases of the wetback problem, it is 
expected to be helpful in alleviating the situation. 

It is the opinion of the committee that the bill, as amended, will 
protect the financial interests of the United States and will provide an 
effective program of importing needed agricultural workers from 
Mexico. On the other hand, failure to enact legislation authorizing 
the United States Government to carry out its part of the agreement 
reached at Mexico City will mean the termination of the present 
international agreement and importation program as of June 30. 
Therefore, your committee recommends early enactment of S. 984, 
as amended. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

AGRICULTURAL AcT oF 1949, As AMENDED 

* * * * os * * 


TITLE V-——AGRICULTURAL WORKERS 


Sec. 501. For the purpose of assisting in such production of agricultural com- 
modities and products as the Secretary of Agriculture deems necessary, by supplying 
agricultural workers from the Republic of Mexico (pursuant to arrangements between 
the United States and the Republic of Mexico), the Secretary of Labor is authorized— 

(1) to recruit such workers (including any such workers temporarily in the 
United States under legal entry); 

(2) to establish and operate reception centers at or near the places of actual 
entry of such workers into the continental United States for the purpose of re- 
ceiving and housing such workers while arrangements are being made for their 
employment in, or departure from, the continental United States; 

(3) to provide transportation for such workers from recruitment centers outside 
the continental United States to such reception centers and transportation from 
such reception centers to such recruitment centers after termination of employ- 
ment; 

(4) to provide such workers with such subsistence, emergency medical care, 
and burial expenses (not exceeding $150 burial expenses in any one case) as may 
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be or become necessary during transportation authorized by paragraph (3) and 
while such workers are at reception centers; 

(5) to assist such workers and employers in negotiating contracts for agricul- 
tural employment (such workers being free to accept or decline agricultural 
employment with any eligible employer and to choose the type of agricultural 
employment they desire, and eligible employers being free to offer agricultural 
employment to any workers of their choice not under contract to other employers) ; 

(6) to guarantee the performance by employers of provisions of such contracts 
relating to the payment of wages or the furnishing of transportation. 

Sec. 502. No workers shall be made available under this title to any employer 
unless such employer enters into an agreement with the United States 

(1) to indemnify the United States against loss by reason of its guaranty of 
such employer’s contracts; 

(2) to reimburse the United States for essential expenses, not including salaries 
or expenses of regular department or agency personnel, incurred by it for the 
transportation and subsistence of workers under this title in amounts not to 
exceed $20 per worker; and 

(3) to pay to the United States, in any case in which a worker is not returned 
lo the reception center in accordance with the contract entered into under section 
501 (5) and is apprehended within the United States, an amount determined 
by the Secretary of Labor to be equivalent to the normal cost to the employer of 
returning other workers from the place of employment to such reception center, 
less any portion thereof required to be paid by other employers. 

Sec. 503. No workers recruited under this title shall be available for employmen 
in any area unless the Director of State Employment Security for such area has de- 
termined and certified that (1) suffictent domestic workers who are able, willing, and 
qualified are not available at the time and place needed to perform the work for which 
such workers are to be employed, and (2) the employment of such workers will not 
adversely affect the wages and working conditions of domestic agricultural workers 
similarly employed. 

Sec. 504. Workers recruited under this title who are not citizens of the United 
States shall be admitted to the United States subject to the immigration laws (or if 
already in, and otherwise eligible for admission to, the United States may, pursuant 
to arrangements between the United States and the Republic of Mexico, be permitted 
to remain therein) for such time and under such conditions as may be specified by the 
Attorney General but, notwithstanding any other provision of law or regulation, no 
penalty bond shall be required which imposes liability upon any person for the failure 
of any such worker to depart from the United States upon termination of employment. 

Sec. 505. (a) Section 210 (a) (1) of the Social Security Act, as amended, is 
amended by adding at the end thereof a new subparagraph as follows: 

“(C) Service performed by foreign agricultural workers under contracts 
entered into in accordance with title V of the Agricultural Act of 1949, as 
amended.” 

(b) Section 1426 (b) (1) of the Internal Revenue Code, as amended, is amended by 
adding at the end thereof a new subparagraph as follows: 

“(C) Service performed by foreign agricultural workers under contracts 
entered into in accordance with title V of the Agricultural Act of 1949, as 


amended.”’ 
(c) Workers recruited under the provisions of this title shall not Oe eee to the 
head tax levied under section 2 of the Immigration Act of 1917, (8 ry. ., sec. 132). 


Sec. 506. For the purposes of this title, the Secretary of Labor is oe zed— 

(1) to enter into agreements with Federal and State agencies; to utilize (pur- 
suant to such agreements) the facilities and services of such agencies; and to allo- 
cate or transfer funds or otherwise to pay or reimburse such agencies for expenses 
in connection therewith; 

(2) to accept and utilize voluntary and uncompensated services; and 

(3) when necessary to supplement the domestic agricultural labor force, to co- 
operate with the Secretary of State in negotiating and carrying out agreements or 
arrangements relating to the employment in the United States, subject to the 
immigration laws, of agricultural workers from the Republic of Mexico. 

Sec. 607. For the purposes of this title— 

(1) The term “agricultural employment’’ includes services or activities included 
within the provisions of section 3 (f) of the Fair Labor Standards Act of 1938, as 
amended, or section 1426 (h) of the Internal Revenue Code, as amended. 

(2) The term “employer” shall include an association, or other group, of ¢ mployers, 
but only if (A) those of its members for whom workers are being obtained are bound, in 
the event of its default, to carry out the obligations undertaken by it pursuant to section 
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502, or (B) the Secretary determines that such individual liability is not necessary 
to assure performance of such obligations. 

Sze. 508. Nothing in this Act shall be construed as limiting the authority of the 
Attorney General, pursuant to the general immigration laws, to permit the impor- 
tation of aliens of any nationality for agricultural employme nt as defined in section 
507, or to permit any such alien who entered the United States legally to remain for 
the purpose of engaging tn such agricultural employment under such conditions and 
for such time as he, the Attorney General, shall specify. 

Sec. 509. No workers shall be made avatlable under this title for employment 
after December 31, 1952. 


Socrat Security Act, as AMENDED 
* * * * * *x * 
Sec. 210. For the purposes of this title— 


Employment 


(a) The term “employment” means any service performed after 1936 and prior 
to 1951 which was employment for the purposes of this title under the law ap- 
plicable to the period in which such service was performed, and any service, of 
whatever nature, performed after 1950 either (A) by an employee for the person 
employing him, irrespective of the citizenship or residence of either, (i) within the 
United States, or (ii) on or in connection with an American vessel or American 
aircraft under a contract of service which is entered into within the United States 
or during the performance of which and while the employee is employed on the 
vessel or aircraft it touches at a port in the United States, if the employee is em- 
ployed on and in connection with such vessel or aircraft when outside the United 
States, or (B) outside the United States by a citizen of the United States as an 
employee for an American employer (as defined in subsection (e)); except that, 
in the case of service performed after 1950, such term shall not include— 

(1) (A) Agricultural labor (as defined in subsection (f) of this section) per- 
formed in any calendar quarter by an employee, unless the cash remuneration 
paid for such labor (other than service described in subparagraph (B)) is $50 
or more and such labor is performed for an employer by an individual who is 
regularly employed by such employer to perform such agricultural labor. 
For the purposes of this subparagraph, an individual shall be deemed to be 
regularly employed by an employer during a calendar quarter only if— 

(i) such individual performs agricultural labor (other than service 
described in subparagraph (B)) for such employer on a full-time basis 
on sixty days during such quarter, and 

(ii) the quarter was immediately preceded by a qualifying quarter. 

For the purposes of the preceding sentence, the term ‘qualifying quarter’? means 
(I) any quarter during all of which such individual was continuously employed by 
such employer, or (II) any subsequent quarter which meets the test of clause (i) if, 
after the last quarter during all of which such individual was continuously em- 
ployed by such employer, each intervening quarter met the test of clause (i). 
Notwithstanding the preceding provisions of this subparagraph, an individual 
shall also be deemed to be regularly employed by an employer during a calendar 
quarter if such individual was regularly employed (upon application of clauses (i) 
and (ii)), by such employer during the preceding calendar quarter. 

(B) Service performed in connection with the production or harvesting of any 
commodity defined as an agricultural commodity in section 15 (g) of the Agri- 
cultural Marketing Act, as amended, or in connection with the ginning of cotton; 

(C) Service performed by foreign agricultural workers under contracts entered into 
in accordance with title V of the Agricultural Act of 1949, as amended. 


INTERNAL REVENUE Copg, as AMENDED 

Sec. 1426 * * * 

(b) EmpLoymMEeNntT.—The term “employment”? means any service performed 
after 1936 and prior to 1951 which was employment for the purposes of this 
subchapter under the law applicable to the period in which such service was per- 
formed, and any service, of whatever nature, performed after 1950 either (A) by 
an employee for the person employing him, irrespective of the citizenship or 
residence of either, (i) within the United States, or (ii) on or in connection with 
an American vessel or American aircraft under a contract of service which is en- 
tered into within the United States or during the performance of which and while 
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the employee is employed on the vessel or aircraft it touches at a port in the 
United States, if the employee is employed on and in connection with such vessel 
or aircraft when outside the United States, or (B) outside the United States by a 
citizen of the United States as an employee for an American employer (as defined 
in subsection (i) of this section); except that, in the case of service performed 
after 1950, such term shall not include— 

(1) (A) Agricultural labor (as defined in subsection (h) of this section) 
performed in any calendar quarter by an employee, unless the cash remunera- 
tion paid for such labor (other than service described in subparagraph (B)) is 
$50 or more and such labor is performed for an employer by an individual 
who is regularly employed by such employer to perform such agricultural 
labor. For the purposes of this subparagraph, an individual shall be deemed 
to be regularly employed by an employer during a calendar quarter only if— 

(i) such individual performs agricultural labor (other than service de- 
scribed in subparagraph (B)) for such employer on a full-time basis on 
sixty days during such quarter, and 

(ii) the quarter was immediately preceded by a qualifying quarter. 

For the purposes of the preceding sentence, the term “qualifying quarter” 
means (I) any quarter during all of which such individual was continuously 
employed by such employer, or (II) any subsequent quarter which meets the 
test of clause (i) if, after the last quarter during all of which such individual 
was continuously employed by such employer, each intervening quarter met 
the test of clause (i). Notwithstanding the preceding provisions of this sub- 
paragraph, an individual shall also be deemed to be regularly employed by 
an employer during a calendar quarter if such individual was regularly 
employed (upon application of clauses (i) and (ii)) by such employer during 
the preceding calendar quarter. 

(B) Service performed in connection with the production or harvesting of 
any commodity defined as an agricultural commodity in section 15 (g) of the 
Agricultural Marketing Act, as amended, or in connection with the ginning 
of cotton; 

(C) Service performed by foreign agricultural workers under contracts entered 
ento in accordance with title V of the Agricultural Act of 1949, as amended, 
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Mr. Humpurey, from the Committee on Agriculture and Forestry, 
submitted the following 


MINORITY VIEWS 


[To accompany 8. 984} 


This bill, S. 984, was favorably reported by the committee, after 
hearings, but before the issuance of the report of the President’s 
Commission on Migratory Labor on April 7, 1951. 

The President’s Commission was created in June 1950 to inquire, 
among other matters, into: 

(a) social, economic, health and educational conditions among migratory 
workers, both alien and domestic, in the United States; 

(b) problems created by the migration of workers, for temporary employment, 
into the United States, pursuant to the immigration laws or otherwise; 

(c) whether sufficient numbers of local and migratory workers can be obtained 
from domestic sources to meet agricultural labor needs and, if not, the extent 
to which the temporary employment of foreign workers may be required to 
supplement the domestic labor supply. 

The Commission held 12 public hearings in Brownsville, Tex.; 
El Paso, Tex.; Phoenix, Ariz.; Los Angeles, Calif.; Portland, Oreg.; 
Fort Collins, Colo.; Memphis, Tenn.; Saginaw, Mich.; Trenton, 
N. J.; West Palm Beach, Fla.; and two in Washington, D.C. The 
hearings comprised 26 volumes available to the public. The pub- 
lished report of the Commission comes to 188 pages. 

The findings of the Commission bear directly upon the legislation 
under consideration. 

There is no doubt but that it would be far preferable had the members 
of the committee and the Senate had opportunity to study the report 
of the Commission before voting and considering this bill. 

The reason given for proceeding on this bill at this time is the 
urgency to enact legislation to enable importation of Mexican agri- 
cultural workers beyond June 31, 1951. 

The minority, after considering this bill in the light of the Com- 
mission’s report, believes that the problem of migratory labor is an 
interrelated one, and affects workers within the United States and 
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in other countries as well. It should be studied in its broad ramifica- 
tions and comprehensively rather than by piecemeal legislation such 
as this. The Committee on Labor and Public Welfare through its 
Subcommittee on Labor and Labor-Management Relations, and in 
accordance with the Legislative Reorganization Act, has now begun 
such a study with a view to legislation. The interests of the United 
States and of American workers would be best protected were the 
Congress to approach the problem of migratory labor in such a perspec- 
tive. We would far prefer, therefore, to have this bill delayed until 
the Congress is prepared to consider and enact comprehensive man- 
power legislation. 

Within the limits of S. 984 and its limited objectives, the minority, 
in the light of the Commission report, has certain modifications and 
amendments to present which are presented here in topical form. 

The fundamental legislative assumption behind this bill is that an 
agricultural labor shortage exists which requires the immediate im- 
portation of foreign labor for its relief. The majority in describing 
the background of the legislation under consideration observes that— 

Throughout World War II and since the termination of hostilities, it has been 
necessary to import agricultural workers from foreign countries in order to assist 
in the production of adequate supplies of food and fiber for domestic consumption 
in the United States and for export. 

The report of the President’s Commission bears this out, but the 

startling finding of the Commission in this matter is— 
From 1945 through 1948, we employed a continuously larger hired labor force 
even though our work requirement (total man-hours) was gradually decliring, 
In other words, we have been using more workers to achieve the same or slightly 
less work, and have thereby been reducing the work contribution per worker. 
This fact is strikingly reflected in the amount of employment received per hired 
farm worker: 


Days of farm work 
per farm worker 


1946 : : : 113 
Pees... i j 5 106 
1948 setae aes ; . 104 
1949 : os aan poem ete alae alent ; . 90 


The Commission comments, ““The migratory worker gets so little work 
that for him, employment is only incidental to unemployment.” 

It is the view of the President’s Commission that the human resource 
in agriculture is used extravagantly. However, the Commission 
recognizes that more efficient utilization of agricultural labor will take 
time, that it cannot be expected to occur in a few weeks or months. 
Accordingly, it make divergent recommendations with respect to the 
importation of foreign workers, one recommendation for the short-run 
and one recommendation for the long-run. For 1951, it recommends 
that ‘No special measures be adopted to increase the number of alien 
contract laborers beyond the number admitted in 1950.’ For the 
long-run it recommends that ‘“‘Future efforts be directed toward 
supplying agricultural labor needs with our own workers and elimi- 
nating dependence on foreign labor.”’ 

The finding of the President’s Commission with respect to the 
underutilization of agricultural manpower corroborates the research 
of the staff of the Joint Committee on the Economic Report which 
yublished its findings in a joint committee print, Underemployment of 
Rural Families, February 2, 1951. The staff of the Joint Committee 
on the Economic Report was concerned with farm workers as a whole 
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rather than primarily migrant workers. Through analysis of five 
groups of low-income farm workers it reached the conclusion: 

If the workers in these five groups of rural families could be employed at jobs 
where they would produce as much as the average worker on the medium-sized 
commercial family farm or the average rural nonfarm worker, the production 
and output of rural people would be increased 20 to 25 percent. ‘This is the 
equivalent of adding 2,500,000 workers to the total labor force. 

If there is any justification to the bill, therefore, it is to meet an 
immediate, temporary need. Considered in the restricted terms 
in which its sponsor put forward the bill, certain further changes may 
be made in S. 984 to incorporate certain of the findings of the Presi- 
dent’s Commission. It is believed that proposed changes might use- 
fully be considered against four broad criteria: 

(1) That the Mexican importation program be carried out in such a 
manner as to minimize detriment to American workers. 

(2) That devices be strengthened for assuring that both parties to 
the individual work contract—employer and employee—will live up 
to their agreements. 

(3) That more effective measures be taken to meet the wetback 
problem. 

(4) That the cost to the public of the Mexican importation program 
be kept to a minimum. 

With respect to the first proposition, certain further changes in 
S. 984 suggest themselves. Section 503 of the committee bill provides 
that foreign workers may be made available where the Director of 
State Employment Security for the area of use has determined and 
certified that willing, able and qualified domestic workers are not 
available for employment at the time and place needed. 

In substituting the director of State employment for the United 
States Secretary of Labor, S. 984 makes an abrupt departure from 
past immigration policy. Under section 3 of the 1917 immigration 
law, contract laborers are not admissible to the United States except 
under discretionary powers granted the Commissioner General of 
Immigration with the approval of the Secretary of Labor. In our 
view, it would be a step backward to change this and to call for 
certification by the State director of employment. In our American 
economy we have a national market. This is true of labor in the same 
way it is true of automobiles and radios. To propose State determina- 
tion labor shortage is the same as. to propose State autonomy in 
tariff matters. A labor shortage must be determined from a national 
perspective. 

In order that all interested groups may have the opportunity of 
effectively expressing their views as to the need for foreign workers, 
it is proposed that the Secretary of Labor hold public hearings in 
areas of alleged labor shortage. In this way he may receive the 
advice of all interested parties. 

Inasmuch as a labor supply is necessarily determined in terms of 
the attractiveness or unattractiveness of the employment offer, it is 
clearly impossible to know whether or not a shortage of domestic 
workers exists until domestic workers have been offered the terms and 
conditions of employment extended to foreign workers. It might at 
first be thought that domestic workers customarily were offered terms 
and conditions of employment comparable to those offered foreign 
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and offshore workers. The finding of the President’s Commission in 
this matter is quite the opposite. The Commission observes: 

* * * employers, as a rule, refuse to extend to * * * (domestig migra- 
tory workers] the guaranties they give to alien workers whom they import under 
contract. These include guaranties of employment, workmen’s compensation, 
medical care, standards of sanitation, and payment of the cost of transportation. 
[Emphasis added. ] 

We believe further protection should be given domestic workers 
under the Mexican importation program by adding the requirement, 
before certifying the need for foreign workers, that reasonable efforts 
will have been made to secure American workers for the employment. 
This further emphasizes the important role of the Farm Placement 
Service of the United States Employment Service in assisting workers 
to find employment. 

S. 984 exempts workers brought ‘n under its provisions from the 
Federal old-age and survivors insurance provisions of the Social 
Security Act. 

The bill amends the Internal Revenue Code so as to exclude the 
service performed by such workers from the contribution provisions 
of the law as well as from the benefit provisions of the insurance 
program under the Social Security Act. Both the employer and the 
employee are exempted from the social-security tax. 

Under the amendments to the Social Security Act, enacted by the 
Congress in 1950, a limited group of “regularly employed” agricultural 
workers were brought in under the insurance provisions effective 
January 1,1951. In order for an agricultural worker and his employer 
to become subject to the insurance contributions, an individual must 
work for one employer for at least 60 days each out of two consecutive 
quarters, before any of his agricultural work becomes subject to the 
contribution provisions of the insurance program. In most. cases, 
it will be necessary for an individual to work 6 ot 8 months for one 
agricultural employer before any of his agricultural work will be 
subject to contributions under the insurance program. Due to the 
relatively short period of time that Mexican contract workers work 
for a single employer, very few of them will meet the stringent 
requirements of the new law and consequently very few of them and 
their employers will be subject to the social-security contributions. 
It is estimated that not more than 3,000 to 5,000 Mexican workers 
would become subject to the social-security provisions under the 
terms of the proposed program and, of course, if all of the Mexican 
agricultural labor brought into this country return to Mexico within 
about 5 or 6 months, there would be none of the Mexican nationals 
who would become subject to the contribution provisions of the 
insurance program. 

But it is still true that the exclusion of Mexican workers from the 
insurance program could result in the hiring of such workers in prefer- 
ence to American workers since their employers would have the com- 
petitive advantage of not paying social-security contributions and it 
appears to be undesirable to give employers, as a matter of general 
congressional policy, a financial incentive to hiring foreign labor as 
against hiring domestic labor. 

The major issue, therefore, that is raised by the provision exempting 
Mexican nationals from the social-security provisions of the law is a 
matter of fundamental principle and national policy. Since its enact- 
ment in 1935, the insurance program under the Social Security Act 











e 
i 
l- 
it 
al 


iB 
t- 


IMPORTATION OF FOREIGN AGRICULTURAL WORKERS 5 


has covered individuals in specific types of jobs in the United States 
without regard to the nationality of the individual. It should be noted 
that social-insurance systems in a number of foreign countries, includ- 
ing Mexico, do not discriminate against American nationals perform- 
ing services in covered employ ment. This principle of nondiscrimina- 
tion as between the United States nationals and the nationals of other 
countries has been advocated and endorsed by the International Labor 
Organization, by numerous representatives of social-security institu- 
tions of various countries, and by the Inter-American Committee on 
Social Security. A change in this policy which would establish the 
principle of exclusion because of nationality may eventually result in 
more harm than good because of the possibility of criticism arising 
against the United States for discrimination in the application of its 
social laws. Such criticism would not be in the long-run interest of the 
United States in world affairs 

One of the reasons given for supporting the exemption in the pro- 
posed bill is that the employee should not be required to pay the 
payroll tax if he is not going to become eligible for any social-security 
benefits. This difficulty can be overcome by the employer paying 
the employee contribution as well as his own, without deducting the 
employee contribution from the employee’s wages. This policy is 
permitted under the present law. 

It should be pointed out that that many Mexican nationals are 
already covered under the insurance program and will continue to be 
covered under the insurance program in the future. Mexican nation- 
als who come to the United States for employment and work in jobs 
covered under the insurance system have been covered under the 
program since it first began in 1937. Many Mexican nationals 
employed in the manufacturing industry, canning, service trades, and 
domestic service are now contributing to the insurance system. The 
exemption of one group of Mexican workers while retaining coverage 
for other groups of Mexican workers would introduce undesirable 
discrimination. If the employment is rendered within the United 
States, the present law provides for contributions being paid on such 
service and benefits being paid to Mexican nationals and their families 
even though they may be residing in Mexico. At the present time, 
the Social Security Administration is making payments to Mexican 
nationals residing in Mexico based upon the employment contributions 
made for service under the law. 

If, despite these various considerations, the Congress is of the opinion 
that some special arrangements should be made on behalf of Mexican 
nationals brought into the United States for short-term employment, 
it is suggested that consideration be given to the desirability of trans- 
ferring the contributions made on behalf of the Mexican contract 
workers to the Mexican Social Insurance Institute. Such an arrange- 
ment would be consistent with a sound policy of international coopera- 
tion of nondiscrimination of nationals to other countries and eliminate 
any contention of giving an incentive to employment of foreign na- 
tionals to the detriment of domestic labor. 

Before embarking upon a policy which may have far-reaching impli- 
cations and adverse effects upon the insurance program and upon our 
foreign policy, it is recommended that the exemption provision in the 
bill be deleted pending the final determination of a long-run policy in 
keeping with the principles upon which our social insurance program 
has been based in the past. 
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‘Notwithstanding any other provision of law or regulation” S. 984 
exempts employers of Mexican workers from posting bond to guarantee 
departure of these workers. It is understandable how the committee 
recommended this step. It received much testimony on the expense 
and the frequent unfairness to employers of the bond requirement, 
Employers testified before the committee that under the existing pro- 
vision of the law they were required to post bond to guarantee de ‘par- 
ture of the worker, yet they did not have it within their power to hold 
the worker to employment. If the worker took it in mind to walk off 
some night, there was no way that they could stop him. 

Important as this factor is in determining policy on this question, 
certain other considerations need to be taken into account. Whiie it 
is true that the emplover does not have the power to compel the worker 
to remain in his employment, the P ‘reside nt’s Commission found that 
there tended to be correlation over a period of years in the rate of 
desertions from employers. The C saaatiiaeline found that 

Desertions from individual contracting employers range from as low as 4 per- 

cent to as high as 50 percent. Moreover, it is noted that there is a tendency for 
those employers having a high desertion rate in 1 year also to have a high de- 
sertion rate the next. We interpret this to mean that desertions from contract 
vary with individual management and working conditions. Where these are good, 
the desertions are low. 
While such correlation could not be taken to explain each individual 
desertion, the evidence of continuing high desertion rates from some 
employers and continuing low desertion rates from other employers is 
so striking, that a relationship between desertion and working con- 
ditions would seem inescapable. Accordingly, we are of the view 
that while it is appropriate to recognize that no employer has it 
wholly within his power to guarantee contract workers remaining in 
employment, that he does, however, have a measure of control in this 
respect. 

In discussion of the Mexican contract, it is useful briefly to note 
practice with respect to the bond requirement for other foreign workers 
and for Mexican workers in earlier years. On this point, “the Presi- 
dent’s Commission observes: 

These bonds, for British West Indians, have been as high as $500 per head. 
For Mexicans, the bond is now $25 per head. For Bahamians, it is $50; for 


Jamaicans, $100. In 1950, the bond for Mexicans was set at $50, but under 
pressure from employers, the amount was reduced to $25. 


If the bond provision for Mexican workers were altogether removed, 
the present inequity in the differing sizes of these bond requirements 
would be further heightened. 

Before considering abandonment of the bond requirement, it is 
appropriate to examine the thinking which led to the enactment of 
the provision originally. The 1917 immigration law was concerned 
with protecting the standards and conditions of work for American 
workers from the competition of cheaper immigrant labor. It, there- 
fore, flatly prohibited admission of contract labor, but to provide for 
unusual or emergency situations granted discretionary authority to 
the Commissioner General of Immigration with the approval of the 
Secretary of Labor for temporary admission of such labor. In order 
to regulate and control the temporary admission of otherwise inadmis- 
sible aliens, the act called for the exaction of bonds. Inasmuch as we 
are today still vitally concerned with the protection of the standards 
for American workers, we believe that when exception is made and 
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emergency importation of contract labor permitted that it should be 
accompanied by regulatory and controlling devices. We are, there- 
fore, convinced that it would be unwise to abandon this protection to 
American workers. 

In order to assure effective and satisfactory contract operations, it 
is fundamental that both parties to a contract live up to the obliga- 
tions assumed. One of the complaints of the Government of Mexico 
has been the unsatisfactoriness of measures taken in the past to 
assure that United States emplovers will live up to the terms of the 
individual work contract. Accordingly, it will be noted that S. 984 
provides that the United States Government guarantee ‘“‘performance 
by employers of provisions of such contracts relating to the payment 
of wages or the furnishing of transportation.’”’ We are of the view 
that this provision should be broadened to include other payments 
due under such contracts. Similarly, it is felt appropriate to ask 
the Government of Mexico to take such measures as it deems appro- 
priate to assure that workers coming to the United States under this 
program, will honor their obligations under the contract. 

In order to assure more satisfactory performance on the part of 
both parties to the individual work contracts, we believe that the 
grievance machinery should be materially strengthened. The Presi- 
dent’s Commission found that 

The lack of an appropriate way of resolving employer-worker differences is 
one of the main reasons for a large proportion of Mexican nationals returning 
home before the completion of their contracts or simply deserting or “skipping” 
their contracts. 

Existing conciliation machinery is not adequate. The President's 
Commission observes: 

Complaints alleging violation of the individual work contract may be initiated 
in three ways: Officially by the United States Employment Service or privately 
by either worker or employer. If an officially initiated complaint is not adjusted, 
the Mexican consulate is called in for a joint investigation. Complaints from 
workers may be received by the United States Employment Service or submitted 
through the appropriate Mexican consulate. Complaints by employers are 
received by the United States Employment Service. On all types of complaints 
the Mexican consulate may be called in for joint investigation and determination. 

As a matter of practice, we find that while employers may refer some complaints 
to the United States Employment Service, workers’ complaints are ordinarily 
referred initially to the Mexican consulate. Let it be borne in mind that this 
conciliation procedure is contained in the international agreement (in English, 
which the typical Mexican worker cannot read) but is incorporated only by refer- 
ence in the individual work contract (where the Spanish-reading Mexican worker 
finds out in Spanish that there is a conciliation procedure available to him if he 
could read English). 


In 1950, the United States Employment Service had nine inspectors 
detailed to handle grievances under the Mexican program, This 
number has recently been increased to 15, but this still seems alto- 
gether inadequate. We again quote the report of the President’s 
Commission: 


For the farm employer or association of farm employers, the conciliation 
provision may be somewhat more adequate than it is for the foreign workers with 
a language handicap in a strange land. To expect the Mexican contract worker 
to locate one of the nine United States Employment Service mspectors or to 
relay his complaint to them through the State employment service is to expect 
more than is within his capability. Consequently, if he can get in touch with 
the Mexican consulate, that is about the best he can do. This cumbersome 
and complicated procedure, involving several Government agencies in general 
and none inparticular, encourages desertion in place of making a complaint because 
every complaint has the potentiality of being lost or ignored. 
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Accordingly, we recommend that the United States Employment 
Service expand its conciliation service. 

We believe that S. 984 does not go far enough in meeting the 
serious social, economic, and security problem represented by the 
influx of hundreds of thousands of wetbacks over our southern border. 
The committee comments on “the great economic and social problems’’ 
which the wetbacks represent. 

The concern of the committee with the wetback problem is fully 
shared by the President’s Commission. The one difference between 
the two groups could be said to relate to the estimate concerning the 
magnitude of the recent ‘invasion,’ which the committee puts at 
1,000,000. The President’s Commission is more conservative in its 
estimate of the number of wetbacks. The Commission uses the 
figure of half a million. 

The committee explicitly comments on the inadequacy of present 
measures to deal with the wetback problem. Its concern is reflected 
in the important amendment to section 501 of the bill prohibiting 
recruitment of wetbacks. Possibly through oversight, the comparable 
amendment to section 504 has not been made, so that as the bill 
currently stands it is inconsistent on this vital point. It is accordingly 
proposed that 504 be amended in the manner of 501. The term 
“vital” is used deliberately, for it is the view of the President’s Com- 
mission that one of the most important factors in the recent accelera- 
tion of the wetback traffic is the legalization of illegals. It comments: 

The latest and probably worst stage in this erosion of immigration law was 
when, under the authority of the ninth proviso, Mexican wetbacks were legalized 
and placed under contract. The ninth proviso allows the temporary admission 
and return of otherwise inadmissible aliens—under rules and conditions: * * * 
In the contracting of wetbacks, we see the abandonment of the concept that the 
ninth proviso authority is limited to admission. A wetback is not admitted; he 
is already here, unlawfully. We have thus reached a point where we place a 
premium upon violation of the immigration law. 

Prohibition of the legalization of workers illegally in the United 
States, while most important to the solution of the wetback problem, 
is not enough to meet the dimensions of the current “invasion.” 
The President’s Commission suggests other valuable steps which may 
be taken. It recommends that legislation be enacted making it unlaw- 
ful to employ aliens illegally in the United States. It recommends 
that the Immigration and Naturalization Service be given clear 
statutory authority to enter places of employment to determine if 
illegal aliens are employed. We are of the view that these recom- 
mendations of the President’s Commission are of utmost importance. 

The fourth criterion which we proposed as guide to the measures 
to be included in a Mexican importation program, is that the cost of 
the program to the public be kept to a minimum. We view as 
unrealistic the figure of $20 to cover the round-trip cost of transpor- 
tation of workers between recruitment centers in Mexico and recep- 
tion centers in the United States as well as their subsistence during 
this period. In this connection, it is pertinent to bear in mind that 
it would be highly unusual if workers were hired by United States 
employers directly upon their arrival at the reception centers. There- 
fore, subsistence needs to be considered not only during the period 
of travel but for the period that they spend at the reception center 
awaiting employment. 

Husert H. Humpurey. 


~~ 
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APPENDIX A 
RECOMMENDATIONS OF THE PRESIDENT’S COMMISSION ON Micratory LABorR 


I, FEDERAL COMMITTEE ON MIGRATORY FARM LABOR 


We recommend that: 

(1) There be established a Federal Committee on Migratory Farm Labor, to 
be appointed by and responsible to the President. 

(2) The Committee be composed of three public members and one member 
from each of the following agencies: 

Department of Agriculture, 

Department of Labor, 

Department of State, 

Immigration and Naturalization Service, and 
Federal Security Agency. 

(3) The public members be appointed by the President. One public member 
should serve full time as chairman and the other two on a part-time basis. The 
Government representatives should be appointed by the President on the nomina- 
tion of the heads of the respective agencies. The Committee should have author- 
ity, within the limits of its appropriation, to establish such advisory committees 
as it deems necessary. 

(4) The Federal Committee on Migratory Farm Labor have the authority and 
responsibility, with adequate staff and funds to assist, coordinate, and stimulate 
the various agencies of the Government in their activities and policies relating to 
migratory farm labor, including such investigations and publications as will con- 
tribute to an understanding of migratory farm-labor problems, and to recommend 
to the President, from time to time, such changes in administration and legislation 
as may be required to facilitate improvements in the policies of the Government 
relating to migratory farm labor. The Committee should undertake such specifie 
responsibilities as are assigned to it in the recommendations set forth in this 
report and as may be assigned to it by the President. 

In general, however, the Committee should have no administrative or operating 
responsibilities; these should remain within the respective established agencies 
and departments. 

(5) Similar agencies be established in the various States. The responsibilities 
and the activities of the Federal Committee on Migratory Farm Labor and those 
of the agencies established in the States should be complementary and not com- 
petitive. The State agencies should be encouraged to carry forward those pro- 
grams in behalf of migratory farm workers which, by their nature, fall within the 
responsibility of individual States. The Federal Committee will have major 
concern with interstate, national, and international activities. But at all times 
there should be close consultation between the Federal and State agencies and a 
two-way flow of information, suggestions, and effective cooperation. 


II. MIGRATORY FARM LABOR IN EMERGENCY 


Our investigations of the present farm labor problem and our analysis of this 
country’s experience during the years of World War II and since, point to certain 
conclusions which to us seem inescapable in the present emergency. We there- 
fore recommend that: 

(1) First reliance be placed on using our domestic labor force more effectively. 

(2) No special measures be adopted to increase the number of alien contract 
laborers beyond the number admitted in 1950. 

(3) To meet any supplemental needs for agricultural labor that may develop, 
preference be given to citizens of the offshore possessions of the United States, 
such as Hawaii and Puerto Rico. 
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(4) Future efforts be directed toward supplying agricultural labor needs with 
our own workers and eliminating dependence on foreign labor. 


Ill. ALIEN CONTRACT LABOR IN AMERICAN AGRICULTURE 


We recommend that— 

(1) Foreign labor importation and contracting be under the terms of inter- 
governmental agreements which should clearly state the conditions and standards 
of employment under which the foreign workers are to be employed. These 
should be substantially the same for all countries. No employer, employer’s 
representative or association of employers, or labor contractor should be per- 
mitted to contract directly with foreign workers for employment in the United 
States. This is not intended to preclude employer participation in the selection 
of qualified workers when all other requirements of legal importation are fulfilled. 

(2) The United States-Mexican intergovernmental agreement be in terms that 
will promote immigration law enforcement. The Department of State should 
negotiate with the Government of Mexico such a workable international agree- 
ment as will assure its operation as the exclusive channel for the importation of 
Mexican nationals under contract, free from the competition of illegal migration. 

3) Administration of foreign labor recruiting, contracting, transporting, and 
agreements be made the direct responsibility of the Immigration and Natural- 
ization Service. This should be the principal contracting agency, and private 
employers should secure their foreign workers exclusively from the Immigration 
and Naturalization Service. 

(4) The Farm Placement Service of the United States Employment Service 
certify to the Immigration and Naturalization Service and to the Federal Com- 
mittee on Migratory Farm Labor when and if labor requirements cannot be filled 
from domestic sources and the numbers of additional workers needed. On alien 
contract labor, the United States Employment Service and the various State 
employment services should be advised by the tripartite advisory council provided 
for in the Wagner-Peyser Act, or by tripartite subcommittees of the council. 
However, no certification of shortage of domestic labor should be made unless 
and until continental domestic labor has been offered the same terms and condi- 
tions of employment as are offered to foreign workers. After certifying the need 
for foreign workers, the United States Employment Service should have no ad- 
ministrative responsibilities in connection with any foreign labor program. 

(5) In accordance with the policies of the Federal Committee on Migratory 
Farm Labor, the Immigration and Naturalization Service arrange, subject to the 
terms of the intergovernmental agreements then in force, for the importation of 
the number of qualified foreign agricultural workers certified as needed by the 
United States Employment Service, and transport them to appropriate reception 
and contracting centers in the United States. 

(6) The Immigration and Naturalization Service deliver the imported workers 
to the farm employers who have submitted the necessary applications and bonds, 
and who have signed individual work agreements. Employment should be under 
the general supervision of the Immigration and Naturalization Service. An 
adequate procedure for investigating and resolving complaints and disputes 
originating from either party should be negotiated in the international agreements 
and should be incorporated in the standard work contracts. The Immigration 
and Naturalization Service should be authorized to terminate any contract of 
employment and remove the workers, and to refuse to furnish foreign workers 
to any employer or association of employers when there has been repeated or will- 
ful violation of previous agreements, or where there is reasonable doubt that the 
terms of the current agreement are being observed. The Immigration and 
Naturalization Service should, in the discharge of its obligations, receive such 
assistance from the United States Employment Service as it may request. 

(7) Puerto Rico and Hawaii, as possessions of the United States, be recognized 
as part of the domestic labor supply, and workers from these Territories be 
accorded preference over foreign labor in such employment as they are willing 
and suited to fill. 

(8) Where a government-to-government agreement provides for the payment 
of the prevailing wage to foreign contract workers, this wage be ascertained by 
public authority after a hearing. The policies, procedures, and responsibilities 
involved should be determined by the Federal Committee on Migratory Farm 
Labor. 
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IV. THE WETBACK INVASION ILLEGAL ALIEN LABOR IN AMERICAN AGRICULTURE 


We recommend that— 

(1) The Immigration and Naturalization Service be strengthened by (a) clear 
statutory authority to enter places of employment to determine if illegal aliens 
are employed, (b) clear statutory penalties for harboring, concealing, or trans- 
porting illegal aliens, and (c) increased appropriations for personnel and equip- 
ment, 

(2) Legislation be enacted making it unlawful to employ aliens illegally in the 
United States, the sanctions to be (a) removal by the Immigration and Naturaliza- 
tion Service of all legally imported labor from any place of employment on which 
any illegal alien is found employed; (6) fine and imprisonment; (¢) restrainin 
orders and injunctions; and (d) prohibiting the shipment in interstate commeres 
of any product on which illegal alien labor has worked. 

3) Legalization for employment purposes of aliens illegally in the United States 
be discontinued and forbidden. This is not intended to interfere with handli 
of hardship cases as authorized by present immigration laws. 

(4) The Department of State seek the active cooperation of the Government 


of Mexico in a program for eliminating the illegal migration of Mexican workers 
into the United States by (a) the strict enforcement of the Mexican emigration 
laws, (b) preventing the concentration, in areas close to the border, of surplus 
supplies of Mexican labor, and (c) refraining from attempts to obt: 


i 
for employment in the United States of Mexican workers illegally in this country 
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Vv. HOW MIGRATORY WORKERS FIND EMPLOYMENT 


We recommend that: 

(1) Federal legislation be enacted to prohibit interstate recruitment of farm 
labor by crew leaders, labor contractors, employers, employers’ agents, and other 
private recruiting agents except when such agents are licensed by the Department 
of Labor. The Federal Committee on Migratory Farm Labor should develop 
appropriate standards for regulating and licensing such private agents 

(2) States enact legislation and establish enforcement machinery to regulate 
and license labor contractors, crew leaders, and other private recruiting a 
operating intrastate, such legislation to include private solicitors or reerui 
operating on a fee or nonfee basis, either part time or vear round. The 
standards of regulation should at least equal those established by the Federal 
Committee on Migratory Farm Labor. The recommendations of the Governor’s 
Committee of California suggest the form and content of such State legislation. 

(3) The United States Employment Service and the State employment services 
adopt a policy of refusing to refer workers to crew leaders, labor contractors, 
or private recruiting agents for employment. 

(4) The United States Employment Service adopts regulations and adminis- 
trative procedures to safeguard interstate recruiting and transporting of workers, 
by providing that— 

(a) Terms of employment be reduced to writing, such written terms to contain 
a provision for the adjustment of grievances. 

(6) Housing and transportion arrangements available to workers meet the 
minimum standards established by the Federal Committee on Migratory Farm 
Labor. 

(c) State employment services shall not recruit farm workers outside their 
States or assist in bringing farm workers in from other States unless the United 
States Employment Service is assured that the State does not have the necessarv 
labor available within its own borders. 

(5) Neither the United States Employment Service nor State employment 
services join with employers, employers’ associations, or other private recruiting 
agents in mass advertising for interstate recruitment. 

(6) In order to achieve better utilization of the national domestie farm-labor 
supply, States having legislation restricting recruitment of workers for out-of-State 
employment (emigrant agent laws) undertake repeal of such legislation. 

(7) The Federal Committee on Migratory Farm Labor establish transportation 
standards of safety and comfort (including in-transit rest camps). States should 
be guided by the transportation standards of the Federal Committee on Migratory 
Farm Labor as minimum conditions to govern intrastate transportation of migra- 
tory farm workers. 

(8) The United States Employment Service and the State employment services 
be advised on farm-labor questions by the tripartite advisory councils as provided 
for in the Wagner-Peyser Act or by tripartite subcommittees of the councils. 
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VI. EMPLOYMENT MANAGEMENT AND LABOR RELATIONS 


We recommend that: 

(1) The Agricultural Extension Service, through its Federal office and in those 
States where migratory labor has significant proportions, make instruction in 
farm-labor management and labor relations available to farm employers and to 
farm employees. The Agricultural Extension Services should also make available 
advice and counsel for the organizing of farm-employer associations similar to those 
sponsored during World War II, which associations should have the purpose of 
pooling their joint labor needs to promote orderly recruiting, better employer- 
worker relations, and more continuous employment. 

(2) The Labor-Management Relations Act of 1947 be amended to extend 
coverage to employees on farms having a specified minimum employment. 


VII. EMPLOYMENT, WAGES, AND INCOMES 


We recommend that: 

(1) The Congress enact minimum-wage legislation to cover farm laborers, 
including migratory laborers. 

(2) State legislatures give serious consideration to the protection of agricultural 
workers, including migratory farm workers, by minimum-wage legislation. 

(3) Federal and State unemployment compensation legislation ‘be enacted to 
cover agricultural labor. . 

(4) Because present unemployment compensation legislation is not adapted to 
meeting the unemployment problems of most migratory farm workers, the 
Federal Social Security Act be amended to provide matching grants to States for 
general assistance on the condition that no needy person be denied assistance 
because of lack of legal residence status. 


VIII. HOUSING 

We recommend that: 

(1) The United States Employment Service not recruit and refer out-of-State 
agricultural workers and the Immigration and Naturalization Service not import 
foreign workers (pursuant to certifications of labor shortage) unless and until: 

(a) The State in which the workers are to be employed has established mini- 
mum housing standards for such workers together with a centralized agency for 
administration and enforcement of such minimum standards on the basis of 
periodic inspections. These State housing standards, in their terms and in 
administration, should not be less than the Federal standards hereinafter provided. 

(b) The employer or association of employers has been certified as having 
available housing, which at recent inspection has been found to comply with 
minimum standards for housing then in force in that State. 

2) Federal minimum standards covering all types of on-job housing for 
migratory workers moving in interstate or foreign commerce be established and 
promulgated by the Federal Committee on Migratory Farm Labor. These 
standards, administered through a State license system, should govern site, 
shelter, space, lighting, sanitation, cooking equipment, and other facilities relating 
to maintenance of health and decency. 

(3) Any State employment service requesting aid of the United States Employ- 
ment Service in procuring out-of-State workers submit, with such request, a 
statement that the housing being offered meets the Federal standards. 

(4) The Agricultural Extension Service in those States using appreciable 
numbers of migratory workers undertake an educational program for growers 
concerning design, materials, and lay-out of housing for farm labor. 

(5) The Department of Agriculture be empowered to extend grants-in-aid to 
States for labor camps in areas of large and sustained seasonal labor demand 
provided the States agree to construct and operate such — under standards 
promulgated by the Federal Committee on Migratory Farm Labor. Since such 
projects are to be constructed and operated for the principal purpose of housing 
agricultural workers and their families, preference of occupancy should be given 
those engaged in seasonal agricultural work. Costs should be defraved by charges 
to occupants. 

(6) When housing is deficient in areas where there is large seasonal employment 
of migratory farm workers, but where the seasonal labor need is of short duration, 
the Department of Agriculture establish transit camp sites without individual 
housing. These camp sites should be equipped with water, sanitary facilities 
including showers, laundry, and cooking arrangements. They should be ade- 
quately supervised. 
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(7) The Department of Agriculture be authorized, and supplied with the neces- 
sary funds, to extend carefully supervised credit in modest amounts to assist 
migratory farm workers to acquire or to construct homes in areas where agricul- 
ture is in need of a considerable number of seasonal workers during the crop 
season. 

(8) States be encouraged to enact State housing codes establishing minimum 
health and sanitation standards for housing in unincorporated areas. 

(9) The Public Housing Administration of the Housing and Home Finance 
Agency develop a rural nonfarm housing program to include housing needs of 
migrants in their home-base situation. 


IX. HEALTH, WELFARE, AND SAFETY 


We recommend that: 

(1) In amending the Social Security Act to provide matching grants to States 
for general assistance (as we recommend in chapter 7), provision be made to 
include medical care on a matching-grant basis for recipients of public assistance 
on the condition that no person be denied medical care because of the lack of 
legal residence status. 

(2) The Public Health Service Act be amended to provide, under the supervi- 
sion of the Surgeon General, matching grants to States, to conduct health programs 
among migratory farm laborers to deal particularly with such diseases as tuber- 
culosis, venereal disease, diarrhea, enteritis, and dysentery, and to conduct health 
clinies for migratory farm workers. 

(3) The United States Employment Service make no interstate referrals of 
migratory farm workers unless the representative of the State requesting the labor 
shall give evidence in writing that neither the State nor the counties concerned will 
deny medical care on the grounds of nonresidence, and that migratory workers 
will be admitted to local hospitals on essentially the same basis as residents of the 
local community. 

(4) The Federal Committee on Migratory Farm Labor and the appropriate 
State agencies undertake studies looking toward the extension of safety and work- 
men’s compensation legislation to farm workers. 

(5) The Federal Social Security Act be amended to include migratory farm 
workers as well as other agricultural workers not now covered under the Old-Age 
and Survivors Insurance program, 


X. CHILD LABOR 

We recommend that— 

(1) The 1949 child-labor amendment to the Fair Labor Standards Act be re- 
tained and vigorously enforced. 

(2) The Fair Labor Standards Act be further amended to restrict the employ- 
ment of children under 14 years of age on farms outside of school hours. 

(3) State child-labor laws be brought to a level at least equal to the present 
Fair Labor Standards Act and made fully applicable to agriculture. 

(4) The child-labor provisions of the Sugar Act be vigorously enforced. 


XI. EDUCATION 

We recommend that: 

(1) The Federal Committee on Migratory Farm Labor, through the coopera- 
tion of public and private agencies, including the United States Office of Educa- 
tion, State educational agencies, the National Education Association, universities, 
and the American Council on Education, develop a plan which will provide an 
adequate program of education for migratory workers and their children. This 
may include Federal grants-in-aid to the States. 

(2) The Agricultural Extension Services, in fuller discharge of their statutory 
obligations to the entire farm population, provide educational assistance to agri- 
cultural laborers, especially migratory workers, to enable these people to increase 
their skills and efficiency in agriculture and to improve their personal welfare. 
The Extension Services should also give instructions to both farm employers and 
farm workers on their respective obligations and rights, as well as the opportunities 
for constructive joint planning in their respective roles as employers and 
employees. 

The Agricultural Extension Services should expand their home-demonstration 
work to supply the families of farm workers, particularly migratory farm workers, 
instruction in nutrition, homemaking, infant care, sanitation, and similar subjects. 

In substance, the Commission recommends that the Agricultural Extension 
Services assume the same responsibility for improving the welfare of farm workers 
as for helping farm operators. 





14 IMPORTATION OF FOREIGN AGRICULTURAL WORKERS 


(3) The Federal Government, in accordance with the long-standing policy that 
agricultural extension work is a joint responsibility of the Federal Government 
and the several States, share in the cost of the proposed educational program for 
farm workers and their families. 





ApPpENDIxX B 
Exceret From UNDEREMPLOYMENT OF RURAL FAMILIES 
MIGRATORY FARM LABOR 


Some underemployed farm families leave their farms during the harvest 
season and supplement their farm incomes by picking cotton, fruit, potatoes, 
tomatoes, or other crops; others forsake their farms entirely and attempt to make 
a living by following the crop harvest. Through years of varying economic 
conditions relatively permanent groups of workers have developed who meet the 
peak-season labor needs in various parts of the country. These are principally 
but not exclusively from farm sources. They have developed rather definite 
paths of movement from the winter work areas in Florida, south Texas, Arizona, 
and southern California to summer harvest areas in the north. 

The number of people in this migratory work force has varied with crop condi- 
tions, prices of farm products, displacement by mechanization, and the general 
level of nonagricultural employment. It has also changed with the opportunity 
to go into urban occupations. According to a Nation-wide survey made in 1949 
there were slightly more than 1,000,000 people over 14 years of age in this work 
force at that time. This number includes several hundred thousand workers 
from across the Mexican border who compete with domestic labor for the work 
that is available. 

Farm people who go into the migratory labor force do so from lack of better 
opportunity and then merely change to another and less secure type of underem- 
ployment. According to the survey previously mentioned, the average number of 
days of employment for migratory workers over the country in 1949 was 101, 70 
days in farm work and 31 more in nonfarm employment. 

Three factors enter into this underemployment. First, a period of several slack 
months when there is little seasonal employment to be found. Second, irregular 
and intermittent employment during the harvest season. Some harvests are over- 
supplied with workers, others last for such a brief period that the amount of work 
obtained by a worker is small. The third factor is too large a supply of workers for 
the amount of work available. Migratory workers compete with local seasonal 
and year-round workers for employment. The latter, too, then suffer from under- 
employment; during 1949, they had a total of 120 days’ employment of which 91 
days were in farm work and 29 in nonfarm jobs.’ 

The earnings from the 101 days of farm work which the migratory workers 
obtained in 1949 amounted to an average of $514.7 The value of housing, trans- 
portation, and other perquisites amounts to $36 more.* At an average of two 
workers per family, total family incomes averaged $1,028 cash or $1,100 with 
perquisites. This amount had to feed, clothe, shelter, and educate a family of four. 

Underemployment and low earnings are not the only problems among migratory 
farm workers. Poor housing, lack of sanitation and medical care, child labor, and 
educational retardation of the children, all tend to make them a disadvantaged 
group. They have little voice either in community, State, or national affairs 
and are unable to make effective demands to relieve their situation. 

Although they are most essential to meet peak season demands for gathering 
in the national food supply, they are explicitly excluded from national legislation 
which protects and advances the rights of workers. Their position is the most 
precarious of any in our economy. They have no definable job rights and are 
so far removed from the employer group that they are unable to obtain redress 
for grievances. 

tather than hire seasonal and migratory workers directly and individually, it 
is a widespread practice among farm employers to hire in crews through labor 
contractors, crew chiefs, or labor recruiters. In many areas it is virtually impos- 
sible for a worker to obtain a job directly from the farm employer. As a conse- 
quence of these practices, a farm worker has to pay heavily from his already-too- 
low earnings for the privilege of getting work to do. 

® Migratory Farm Workers in 1949, T ouis J. Ducoff, Burea of Agricultural Eeoromies, 1950 
? Migratory Farm Workers ia 1949, Louis D icoff, Burewyi of Agricultural Econo nivs, 1949. 
§ Perquisites Furnished Hired Farm Workers, Barbara B. Reagan, Bureau 0° Agricultural Economics, 
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X« HANGE OF WILDLIFE REFUGE LAND IN MINNESOTA 


Aprit 11 (legislative day Marcu 26), 1951.—Ordered to be printed 


Mr. Jounson of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 
{T° accompany 8S. 467] 


The Committee on Interstate and Foreign Commerce, to whom wag 
referred the bill (S. 467) to authorize the exchange of wildlife refuge 
lands within the State of Minnesota. having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of S. 467 is to authorize an exchange of lands now in- 
cluded within the Taleot National Wildlife Refuge and the Beltrami 
Wildlife Management Area in Minnesota (comprising approximately 
82,000 acres) for other lands owned or to be acquired by the State of 
Minnesota and chiefly valuable for migratory waterfowl management 
purposes. This land was acquired by the Federal Government many 
vears ago under the submarginal land program. However, the State 
of Minnesota was given a long-term lease on the area in 1940 and 
since 1942 it has been administered by the Minnesota Department of 
Conservation. 

According to a favorable report from the Department of the In- 
terior, which is set forth below for the information of the Senate, the 
area is not particularly adaptable for use in connection with the na- 
tional migratory bird refuge system but is of material use to the State 
of Minnesota in the development of other species of wildlife, including 
native birds and upland game. The Department also points out that 
operation of the area by the State under a leasing agreement presents 
a number of administrative difficulties. This bill,’ therefore, would 
authorize transfer of these lands to the State in exchange for lands of 
equal value which can be utilized by the Fish and Wildlife Service in 
connection with the protection and management of migratory water- 
fowl. Your committee is advised that Minnesota already has en- 
acted legislation which would permit it to carry out this exchange, 
and that there are lands available which it would like to have. The 
authority granted by this legislation is discretionary, not mandatory. 
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The bill is endorsed by both Minnesota Senators and by the De- 
partment of the Interior and it has been cleared with the Bureau of 
the Budget, the General Accounting Office, and the Department of 
Justice. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 21, 1951. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 


My Dear SENATOR JOHNSON: Reference is made to your request for a report on 
S. 467, a bill to authorize the exchange of wildlife refuge lands within the State 
of Minnesota. 

I recommend enactment of legislation designed to carry out the objectives of the 
proposed bill. 

The proposed bill would authorize the exchange of lands now included within the 
Taleot National Wildlife Refuge and the Beltrami Wildlife Management Area in 
the State of Minnesota for other lands owned or to be acquired by the State of 
Minnesota and chiefly valuable for migratory waterfowl] management purposes. 
Lands acquired by the United States under the exchange would be administered 
as migratory waterfowl management areas, refuges, reservations, or breeding 
grounds in accordance with the provisions of the act of March 10, 1934, as amended 
by the act of August 14, 1946 (60 Stat. 1080). 

The Beltrami Wildlife Management Area, consisting of approximately 81,000 
acres of land in Beltrami, Lake of the Woods, and Roseau Counties, Minn., 
although acquired by the Federal Government and designated as a Federal refuge, 
has been administered by the State of Minnesota, through its department of con- 
servation, since 1942. The Beltrami area was acquired in connection with the 
program for the retirement of submarginal lands in accordance with the provisions 
of the National Industrial Recovery Act of June 16, 1933 (48 Stat. 200), and acts 
amendatory thereof and supplementary thereto. The area is not particularly 
adaptable for use in connection with the national migratory bird refuge system, 
but is of material use to the State of Minnesota in the development of other 
species of wildlife, including native birds and upland game. ‘The Talcot area 
consists of 804 acres of similar land in Cottonwood County that also has been 
administered by the State since April 29, 1948. 

In accordance with the authority contained in title II] of the Bankhead-Jones 
Farm Tenant Act of July 22, 1937 (50 Stat. 522), as amended, the State was given 
a long-term lease on the area on August 2, 1940. The only consideration for the 
lease was the utilization of the lands by the State for the specified purposes. Sub- 
sequently Executive Order 9091, dated March 6, 1942, transferred jurisdiction 
over the area, together with improvements and equipment, to the Secretary of 
the Interior, and reserved the lands as a wildlife refuge subject to the provision 
that they remain available to the State of Minnesota as long as the cooperative 
license agreement between the United States and Minnesota remained in effect. 

Operation of the area by the State under a leasing agreement presents a number 
of administrative difficulties. Thus, it has been suggested that title to all of the 
lands be transferred to the State in exchange for lands of equal value that can be 
utilized by the Fish and Wildlife Service of this Department in connection with 
the protection and management of migratory waterfowl. It is understood that 
the State of Minnesota already has enacted legislation which would permit it to 
carry out the proposed exchange. Several areas presently owned or in the process 
of acquisition by the State of Minnesota are available for exchange, and the Fish 
and Wildlife Service is particularly interested in lands adjacent to the Mud Lake 
and Tamarac National Wildlife Refuges and in certain lands south of the Roseau 
River, known as the Roseau area. There is every reason to believe that the 
proposed adjustment of wildlife-management responsibilities would be of benefit 
to both the State of Minnesota and the United States. The same general prin- 
ciple is involved in connection with the proposed exchange of the Talcot area, 
although it involves a much smaller acreage. 

I have been advised by the Bureau of the Budget that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
ne Date E. Dory, 
Assistant Secretary of the Interior. 
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APRIL 11 (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Houuanp, from the Committee on Public Works, submitted the 


following 


REPORT 


[To accompany 8. 218] 


The Committee on Public Works, to whom was referred the bill 
(S. 218) to authorize a program to provide for the construction of 
Federal buildings outside of, but in the vicinity of, and accessible to 
the District of Columbia, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are indicated in the 
and italic. 
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The Subcommittee on Public Buildings and 


open hearings are fully 
Senate and in addition thereto the subcommittee 
hearings at which matters regarded as restricted were dis ana 
the subcommittee by representatives of the Bureau of the Budg 
General Services Administration, National Securit, 

Atomic Energy Commission, Department of Defense, 
of Publie Roads. 

There were also heard in open session, in addition to those list 
above, representatives of the National Capital Park and Planni 
Commission, the Washington Regional Planning Council, the Fed 
Civil Defense Administrator, the Director of the Marvland st 
Planning Commission, the chairman of the Loudoun County, V: 
Planning Commission, representatives of the governing the 
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counties of Arlington and Fairfax in Virginia and the counties of 
Montgomery and Prince Georges in Maryland, and others. 

The primary purpose of the bill is to assure the continuance of 
operation of the most vital functions and activities of the Federal 
Government by so dispersing and protecting the necessary facilities, 
records, and personnel that such operations would not be seriously 
disrupted by enemy bombing of Washington. Other related purposes 
which would be ace omplished under the terms of the bill are discussed 
later in this report. 


DEFINITIONS OF DISPERSAL AND DECENTRALIZATION 


For the purposes of discussion of this it should be understood 
that dispersal of Federal agencies is one very important element of 
what may be termed an over-all program for the security of the Na- 
tion’s Capital. In addition to the obvious factor of military defense 
as a further element of this over-all program, decentralization of Fed- 
eral agencies has likewise been incorporated as an important element. 
In this discussion dispersal is defined as the removal of certain Fed- 
eral agencies or portions thereof which are vital and essential to the 
conduct of wartime activities, both military and civil, to areas located 
generally at a distance of approximately 20 miles from the center of 
W ashington, where they may be in constant communication with each 
other and with the Capital. 

Decentralization is defined as the permanent transfer of Federal 
agencies or portions thereof to places far removed from the Capital, 
such agencies or portions thereof being those which can perform their 
functions efficiently and effectively in such remote locations during 
times of either war or peace. 


ORIGIN AND PURPOSES OF DISPERSAL PLAN 


The National Security Act of 1947, as amended in 1949, made the 
National Security Resources Board responsible for advising and recom- 
mending to the President such measures as might be necessary to 
assure the continuous operation of the Federal Government in any 
time of crisis and when attack by a potential enemy might be threat- 
ened. Pursuant to this responsibility, a committee composed of 
representatives of the National Security Resources Board, the Depart- 
ment of Defense, the Department of State, the General Services Ad- 
ministration, and the Bureau of the Budget, made a detailed study 
of the problem beginning in 1948 which culminated in the plan of 
dispersal recommended and transmitted to Congress. 5.218 embodies 
the principles of said recommended plan. The amendments to S. 218 
reported herewith represent those modifications and adaptations of 
the original plan which are recommended by the committee. 

The plan contemplated is, therefore, the product of a most careful 
and thorough analysis of all factors dealing with the operation of the 
Federal Government in times of both war and peace, and it represents 
the considered judgment of the executive agencies responsible for 
measures of national security, defense, conduct of wars, diplomatic 
relations, peacetime and wartime civilian functions, and housekeeping 
activities of government. In brief, the dispersal plan has been de- 
signed to produce results as follows: 
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Reduce materially the heavy concentration of vital war or 
defense functions now located in the heart of the Nation’s Capital. 

Disperse those vital functions a sufficient distance to permit 
ae of all or portions thereof in case of enemy attack, but close 
enough to afford necessary intercommunication. 

Eliminate the opportunity for an enemy to paralyze or to destroy 
seuniieiele the functioning of the Federal Government in a single 
blow. 

4. Reduce the attractiveness of Washington as a target for enemy 
attack. 

5. Remove the extremely hazardous, “paper shell’? temporary 
buildings of World War II which have long ago passed their intended 
period of serviceability. 

6. Provide urgently needed additional office space for essential 
defense activities in the dispersal areas. 

7. Integrate this immediate and urgent plan with long-range 
development plans of the Capital and environs to avoid adverse 
effects upon future community and Government development plans. 

8. Reduce congestion of traffic and communications in the central 
Washington area. 

The most import ant factors considered in the deve ‘lopme nt of the 
dispersal plan were very ably presented to the committee by Col. R. D. 
Potts, Jr., the representative of the National Security Resources Board. 
Colonel Potts has had extensive first-hand e xperience in bombing oper- 
ations and their results during World War Il. He not only served 
during part of that war as director of bombing operations of the Eighth 
Air Force against Germany and the Axis Nations, but he also served 
as Chief of the Military Analysis Division of the United States Stra- 
tegic Bombing Survey, which surveved the effects of air operations, 
both in Germany and Japan, including the damage from atom bombs 
at Hiroshima and Nagasaki, and made exhaustive reports thereon. 
The substance of his remarks is presented in the following paragraphs. 

The first factor considered was the nature of prospective enemies, 
their objectives, and their probable techniques of attack. It was 
decided that as a feature of modern warfare any technique which 
would further their aims would be used, including making bombing 
attacks on our cities and the nerve center—the Nation’s Capital. 

The second factor that was considered was the potential and ex- 
perienced effectiveness of various tvpes of weapons, atomic weapons in 
particular, and others now being developed which would be more 
powerful than the weapons dropped on Nagasaki and Hiroshima. In 
the light of the Fuchs case and other recent cases, it was assumed that 
prospective enemies would also have some of these weapons, including 
the more powerful ones. 

The third point considered was the capabilities of any air-defense 
system, based both on an analysis of World War II experience and on 
hypothetical capabilities. T he best professional opinion obtained 
from the Air Force is that no air-defense system, no matter how perfect 
nor how well developed, can be relied upon to stop completely a 
determined enemy attack. Colonel Potts testified that World War II 
experience showed that probably at least 50 percent of any attacking 
planes would get through and drop their bombs on the target. 

The fourth factor considered was Washington’s importance as a 
nerve center for the operation of the Federal Government. The testi- 
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mony shows that almost all the key operations, both military and 
civilian, that the Nation would have to depend upon to carry on and 
conduct a war are now concentrated in a very small area in the heart 
of the Capital. 

In addition, it was noted that Washington is vulnerable to atomic 
bombs from a topographical standpoint, since there are no intervening 
hills to shelter any portions of the area. Furthermore, since the eleva. 
tion of the area is so close to water level, it would be very difficult and 
costly to build adequate underground shelters for the protection of 
Government functions. 

A further factor considered was the decentralization of vital Govern- 
ment agencies to places far distant from the Capital. The National 
Security Resources Board and the interagency committee assumed, 
with strong endorsement from the President, that Washington should 
remain the seat of the Capital unless it becomes completely untenable 
Decentralization of necessary functions for carrying on a war effort 
to far distant areas was therefore ruled out as a measure to preserve 
the vital functions of government in case of an attack on the Capital. 

It was considered advisable, however, that such agencies as are not 
necessary either to wartime activities or to peacetime Government 
operations in the immediate Washington area be moved out on a 
permanent decentralized basis to areas remote from the vicinity of 
Washington. A decentralization program separate and distinct from 
the dispersal plan is therefore being developed by the executive 
branch, and it has been fully recognized and integrated with the 
planning of the dispersal program provided for in this bill. Such 
decentralization program is dealt with in some detail in later portions 
of this report. 

Lastly, but of greatest importance, there was also included among 
the elements in the consideration of measures to insure continuous 
functioning of the Government, the idea of dispersal of the more 
essential units of the vital nerve center to reasonably accessible nearby 
areas. It is accepted as a fundamental military fact and principle that 
dispersal of targets is an excellent means of passive defense. Ade- 
quate dispersal greatly limits the destructiveness of anv weapon—shell. 
atomic bomb, or guided missile. 

The dispersal plan was therefore drawn up and submitted, with the 
concurrence and recommendations of all agencies included in the st udy 
group heretofore mentioned as set up and functioning under the 
National Security Act of 1947, as amended. 


GENERAL DISCUSSION 


The heavy concentration of Government personnel in the District 
is well known. This condition is now being intensified by virtue of 
wide-scale defense preparations and the condition wil] grow worse 
unless corrected. As of June 30, 1950, employment in the executive 
branch in the metropolitan area of Washington, exclusive of that at 
the Naval Gun Factory and similar military installations, was approxi- 
mately 183,000 persons. The all-inclusive number of civilian Federal 
employees in the same area, and on the same date, as established in 
the testimony was 212.000. This number is rapidly increasing. 
The major proportion of this total is concentrated within a circle with 
a radius of 1% miles. A great number of these Government workers, 
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shown by the record to be approximately 47,000, are housed in 
temporary buildings. Of this number, approximately 16,000 are 
housed in buildings constructed in World War I and 31,000 in buildings 
constructed in World War II. The latter group is afforded no 
substantial protection whatever as the buildings are highly inflam- 
mable. Three World War | buildings, Temporary EF and the Navy 
and Munitions Buildings, are reinforced concrete frames, except that 
a fourth floor of temporary wood construction was added in World 
War II to the Navy and Munitions Buildings. There is thus created 
a situation which obviously is fraught with peril to the conduct of 
the Government business in the event of attack upon the seat of 
government. 

In the opinion of the committee, it is basic to a consideration of this 
problem that the District of Columbia will remain the seat of govern- 
ment. The present concentration here of military and civil functions 
of the Government makes this area a high priority target. The Dis- 
trict of Columbia will continue to hold that high priority until the 
vulnerability of the Federal establishment here has been reduced 
the point where an attack would be unlikely to produce effective 
results. It is clear that unless citadel structures are to be built, which 
could be accomplished only at a tremendous cost, an orderly and well- 
planned dispersal of the most vital facilities and personnel together 
with a decentralization of certain less vital activities of the Govern- 
ment is the only reasonable solution to the prob le 

While the committee recognizes that uninte elaine a operation of the 
most vital functions of the Federal Government is the principal pur- 
pose of the security program, it wishes to point opt that the accom- 
plishment of that purpose is dependent upon four equally important 
elements as contemplated in the bill. These elements are: 

1. Provision of additional space for vital defense activities. 

Dispersal of the most vital functions to nearby areas. 

3. Demolition of hazardous temporary buil line os of World War IL. 

1. Decentralization of activities which can be conducted equally as 
well in places far distant from Washington. 


PROVISION OF ADDITIONAL SPACE 


It is clear that expanding defense activities brings the problem of 
providing space for workers engaged in those activities. The initial 
buildings at the dispersal sites will provide new space for 20,000 
employees. Decentralization of nonvital activities will vacate exist- 
ing space for 25,000 employees. Thus there will be available for 
occupancy total space for 45,000 employees. But from this must 
be deducted the space lost by demolition of World War Il temporary 
buildings which now house 31,000 workers. Making this deduction, 
the over-all program will provide net additional space for 14,000 
employees. In the event of full mobilization, this figure can be 
raised to 34,000 by the construction of a semifinished building at 
each dispersal site upon further authorization by Congress. The 
committee believes that these measures will be adequate to supply 
the space needs arising from our defense activities, provided that 
serious and determined efforts are made by the executive agencies to 


reduce personnel on nondefense activities wherever and as much as 
possible. 
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DISPERSAL PLAN 


For dispersal, the bill authorizes the erection of a permanent con- 
crete building at each of four sites located within a perimeter of 
approximately 20 air miles from the zero milestone of the District 
of Columbia. Each building will have a capacity of 5,000 employees. 
Each site will consist of about 250 to 300 acres. All necessary appur- 
tenant facilities, such as water supplies, sewage disposal, access roads, 
parking areas, communications, and other utilities will be provided 
for each site. Highway facilities to provide adequate transportation 
between the sites and from the sites to the central area of Washington 
are incorporated in the plan, including a bypass or circumferential 
highway around the south, west, and north sides of the District of 
Columbia between the Shirley Highway in Virginia and the Baltimore- 
Washington Parkway in Maryland. 

This circumferential highway would not only provide limited-access 
rapid transportation for the dispersal centers, but it would also inter- 
cept Many major arterial routes and would permit through traffic 
to bypass Washington, thus relieving the existing congestion in the 
city. This highway would yield immediate and continuing benefits 
regardless of any emergency needs, and it would be highly useful in 
case an emergency should require evacuation of people from Wash- 
ington. 

The estimate of cost of this plan is $70,000,000 for construction of 
four permanent buildings with utilities, lands, and appurtenances; 
$28,000,000 for the circumferential highway; $4,500,000 for other 
highway construction; and $4,500,000 for communications, or a total 
of $107,000,000. The bill provides that one of the sites shall be on 
land already owned by the United States at the Agricultural Research 
Center at Beltsville, Md. 

The utilities and appurtenant facilities included in the foregoing 
cost estimates will be so designed and built that they can be readily 
expanded to accommodate a second building at each site. It is 
contemplated that these second buildings will be semifinished buildings 
with permanent concrete frames but with limited exterior and interior 
finishes, and mechanical and electrical equipment sufficient only to 
provide fairly reasonable working personnel occupancy. At some 
future date, these buildings could be used for storage of files, records, 
and equipment with little or no change. In this manner, there would 
be little loss of capital investment, thus varying from the policy 
followed in World War II of constructing purely temporary buildings. 
These semifinished buildings would each accommodate 5,000 employ- 
ees but would not be built unless we go into full mobilization, and 
additional authorization by Congress would be required in that event. 

With respect to possible community development around the 
dispersal sites, the two adjoining States and their respective counties 
involved in this area apparently prefer that they be allowed exclusive 
jurisdiction of whatever communities may grow near the sites. 
However, Government officials together with the local officials recog- 
nize that the eventual success of the development of the areas requires 
close cooperation and coordination of the Federal Government with 
the local officials and people. The committee understands that this 
will be done. 
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The omission from the pending bill of direct assistance to the States 
of Maryland and Virginia and their political subdivisions for such — 
as schools, housing, and utilities does not mean that the committee i 
unaware of these problems. It feels that these matters do not lie 
within the jurisdiction of the committee, and since such problems are 
not immediate but in the future, the committee believes the pending 
bill should be confined to the emergency and long-range requirements 
for office and related space ne ‘eded in Federal buildings. It suggests, 
however, that the agencies of Government having primary responsi- 
bility in these collateral problems that will arise from the proposed 
construction, shall work helpfully with the State and local bodies. 
Additional legislation on this subject can and should be considered 
sympathetically by the Congress at the appropriate time. 


DECENTRALIZATION 


In addition to the dispersal plan described above, the over-all 
program for the security of the Nation’s Capital calls for the decen- 
tralization to areas other than in the vicinity of the District of Colum- 
bia of some 25,000 Government positions. The positions decentral- 
ized would not be of a nature necessary or essential to the performance 
of vital functions of the Government in the event of attack upon the 
seat of government, but rather, positions which could be just as effec- 
tively carried on if located in areas remote from the National Capital. 
This portion of the over-all plan would be helpful not only in releasing 
space for activities which must remain in Washington, but also in 
relieving the congestion presently existing in the District of Columbia. 
While this decentralization plan is part and parcel of the over-all 
program of security for the Capital, it is recognized by the committee 
that this phase of the plan will depend upon studies now being con- 
ducted by the Bureau of the Budget and General Services Administra- 
tion as to what agencies can permanently carry on their functions in 
other sections of the continental United States, without prejudice to 
the effectiveness of their authorized activities. The committee has 
been assured by the Bureau of the Budget that this policy will be 
followed as quickly as appropriations will permit and during the con- 
struction of the dispersal units. Authorization for appropriations for 
this purpose has been provided in the Federal Property and Adminis- 
trative Services Act of 1949, as amended, and certain clarifying pro- 
visions have been included in this bill. The selection of agencies to be 
removed from the District of Columbia and the selection of new loca- 
tions involve the following considerations: 

(a) The ability of the agency or unit thereof to operate at the new 
location without significant loss in efficiency; 

(6) The determination of the most appropriate geographic location 
for the agency, taking into consideration the functions performed and 
the security factors involved; 

(ec) The availability of suitable office space; 

(d) The availability of housing for employees; and 

(e) The extent to which there are available prospective employees 
to replace those who decide not to leave the District of Columbia. 
(Experience during World War II was that an average of 50 percent 
of the employees did not follow the decentralized agency.) 
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The committee wishes to emphasize that this portion of the plan is 
based upon a permanent transfer from the District of Columbia, un- 
like the Government’s experience of World War II where some 30,000 
positions were decentralized only to have a substantial portion re- 
turned to Washington after the war. 

The committee also firmly believes not only that such decentrali- 
zation is a very important element of the over-all security program, 
but also that it must be started and carried out during the construc- 
tion of the dispersal buildings. In arriving at its decision to recom- 
mend approval of this bill, the committee did so only with the positive 
understanding that the decentralization element will be carried for- 
ward promptly and expeditiously. 


DEMOLITION OF HAZARDOUS TEMPORARY BUILDINGS 


Together with dispersal and decentralization of Government activi- 
ties, the over-all program contemplates the removal of temporary 
buildings of World War II construction and the temporary additions 
to World War I construction, thus eliminating the hazards of fire to 
employees and records located therein, and also diminishing such haz- 
ards in adjoining buildings and to the city and its people. Since this 
will eliminate the daily influx and exodus of about 31,000 employees 
now occupying these temporary facilities, it will also have the effect 
of providing a material reduction in the present congestion of traffic 
and transportation in the downtown area of Washington. The build- 
ings to be demolished are those of the flimsy type which would be 
subject to almost immediate destruction by enemy attack. 


“WATCHDOG COMMITTEE” 


The bill provides for a joint congressional committee composed of 
10 members, 5 from each of the respective Committees on Public 
Works, to make a continuous study of these programs and to review 
their progress. It is the intention of the Senate Committee on Public 
Works that this joint committee will have the principal objective of 
speeding to completion all three programs provided for in this bill, 
namely, dispersal, demolition, and decentralization. The joint com- 
mittee will report its findings to Congress from time to time. No 
additional funds or personnel are called for, since it is proposed to 
utilize the staffs of the respective Committees on Public Works for 
such assistance as may be needed. 


RECOMMENDATION 


All the Federal agencies represented at the hearings before the 
committee expressed themselves as being strongly in favor of the 
objectives of the bill. National security makes it imperative that 
continuous functioning of vital governmental activities be ensured 
insofar as it is possible to do so. Space must be provided for defense 
employees, and to do so requires minimum construction of new space 
together with decentralization to release as much existing space as 
possible. Demolition of flimsy, temporary World War II buildings 
should be undertaken promptly to relieve congestion and fire hazards. 
These are the principal justifications for the program proposed in this 
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bill. Notwithstanding the pressing need for economy in every reason- 
able way at this time, construction of the dispersal buildings is the 
leading vital element of the over-all program. 'The success of both 
the dispersal and decentralization plans as urgent security measures 
requires that they be carried out immediately and as speedily as 
possible. Accordingly, the bill, as amended, is approved by the 
committee and it recommends that early action be taken by the 
Congress. 
ANALYSIS OF 8. 218, AS AMENDED 


Section 1 states that the purpose of the bill is to provide for the 
continuance at all times of the conduct of the vital business of the 
Nation and for the sound development of the District of Columbia 
and its adjacent areas. The Administrator of General Services is 
authorized and directed to acquire three sites located outside of, but 
in the vicinity of and accessible to the District of Columbia as he 
deems appropriate for the purposes of the act, to utilize the Agri- 
cultural Research Center at Beltsville, Md., as a fourth site, and to 
provide for the construction thereon of buildings for the accommoda- 
tion of the activities of the Government, each building to provide 
space for 5,000 employees. Authorization is also granted for the 
acquisition of lands, the provision of roads, highways, including a 
circumferential highway around the south, west, and north sides of 
the District of Columbia, and bridges (with utilization of the services 
and facilities of the Bureau of Public Roads of the Department of 
Commerce), and of utilities, communications, and other off-site 
facilities, and for entering into contracts with States and local bodies 
for the purposes of the act. 

Section 2 authorizes the Administrator to demolish the temporary 
buildings constructed by the Federal Government during World War 
I] in the District of Columbia and adjacent areas, as space becomes 
available at buildings constructed under provisions of section 1, or 
because of the decentralization of Government positions under section 
3 of this act. 

Section 3 provides that the Administrator shall assign and reassign 
space to Government establishments in the buildings provided pur- 
suant to the act or in any other Government-owned or leased buildings 
in or outside of the District of Columbia under the continuing perma- 
nent authority and subject to the conditions and limitations of section 
210 (e) of the Federal Property and Administrative Services Act of 
1949, as amended. Section 210 (e) was enacted to authorize any 
decentralization program that may be required to move from the 
District of Columbia and its environs Government establishments, 
the activities of which can be effectively carried on at other cities or 
locations throughout the country and beyond the dispersal areas in 
the vicinity of the District of Columbia. The proposed clarification 
of section 210 (e) by section 3 is designed to authorize the decentraliza- 
tion of appropriate agencies notwithstanding the fact that under other 
provisions of law their location may be fixed, or their functions may 
be required to be performed, in the District of Columbia. While 
the section is considered adequate, also, as authority to move execu- 
tive agencies into the dispersal buildings to be prov ided under section 
1, nevertheless the committee feels that the authorization should be 
made erystal clear and be fully implemented in all respects both as to 
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dispersal and as to decentralization. Section 210 (e) authorizes the 
Administrator to act in accordance with policies and directives pre- 
scribed by the President and after consultation with the heads of the 
executive agencies affected. Under this decentralization program the 
transfer of at least 25,000 positions from the District of Columbia and 
environs is contemplated. Funds authorized pursuant to the Federal 
Property and Administrative Services Act of 1949, as amended, will 
be utilized for the purpose of this section. 

Section 4 provides for the establishment of a Joint Committee on 
Dispersal, Demolition, and Decentralization, composed of five mem- 
bers from each of the Committees on Public Works of the Senate and 
the House of Representatives, appointed by the committee chairmen, 
with a chairman and vice chairman elected by the appointed mem- 
bers. ‘The joint committee will study and review the programs author- 
ized by this act, consult with the department and agency officials, and 
report to the Congress the progress and status of the work authorized. 

Section 5 authorizes the sum of $107,000,000 to be appropriated to 
the Administrator for acquisition of sites for, and the construction 
thereon of permanent buildings and for other related purposes as 
provided for in sections 1 and 2 of the bill. 

The title has been amended to reflect more clearly the purposes of 
the bill, as amended by the committee. 


O 
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Avuit_ji (legislative day, Marcu 26), 1951.—Ordered to be printed 


Mr. Rosertson, from the Committee on Banking and Currency, 
submitted the following 


os 


REPORT 


[To accompany S. 998] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 998) to facilitate the financing of defense contracts by 
banks and other financing institutions, to amend the Assignment of 
Claims Act of 1940, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend that 
the bill, as amended, do pass. 


GENERAL STATEMENT 


The Assignment of Claims Act of 1940 provides, among other things 
that— 


any contract entered into by the War Department or the Navy Department may 
provide that payments to an assignee of any claim arising under such contract 
shall not be subject to reduction or set-off, and if it is so provided in such contract, 
such payments shall not be subject to reduction or set-off for any indebtedness of 
the assignor to the United States arising independently of such contract. 

The purpose of this enactment was to encourage the participation of 
banks in the financing of Government contractors under the defense 
program of that time. It permitted contractors to assign to financing 
institutions moneys due or to become due under their Government 
contracts, and it assured the assignee banks that, when payments 
were made to them by the Government pursuant to such assignments, 
such payments would not be subject to reduction or set-off on account 
of any claims the Government might have against the contractor 
arising independently of the assigned contract. 

Under this statute banks were in a position to finance defense 
contractors on the security of assignments of claims for moneys due 
or to become due under their contracts where other forms of collateral 
were not available, especially in the case of the so-called marginal 
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contractor with relatively small tangible assets. Such assignments 
of claims were the principal form of security for loans made by banks 
to war contractors under the very successful V-loan program of World 
War II. 

Since the end of the war, however, certain interpretations of the 
statute by the Comptroller General have created such uncertainty 
as to the rights of assignee banks as to defeat in large measure the 
purpose of the statute. It had been the understanding of banks that 
amounts paid to them as assignees would not be subject later to re- 
covery by the Government. 

In an opinion dated May 17, 1949, the Comptroller General held 
that, in the event of a price revision under a Government contract, 
any amount in excess of the contract price as so revised may either be 
withheld from payment to the assignee “or recovered directly from 
the assignee if already paid.’ Generally, when any payment is re- 
ceived by an assignee bank, it is immediately applied to the con- 
tractor’s loan, and the excess is released to the borrower. In several 
instances, long after full payment of a bank’s loan to a contractor, 
the Comptroller General has made claims for recovery of payments 
previously made to the bank assignee. - 

It had also been the understanding of banks that the statute 
protected them against set-off by the Government on account of any 
claims by the Government against the contractor arising outside of the 
terms of the assigned contract. However, in an opinion dated May 15, 
1950, the Comptroller General ruled that claims by the Government 
against a contractor on account of unpaid social-security contributions 
and withheld income taxes were claims which did not arise inde- 
pendently of the assigned contract. 

These and other similar rulings of the Comptroller General to the 
same effect have operated to deter banks from making loans to 
Government contractors on the security of assignments of claims 
because of uncertainty as to the nature and extent of other indebted- 
ness of a contractor to the Government, such as liability resulting 
from renegotiation or unpaid income taxes, on account of which the 
Government might later reduce payments due to the assignee bank, or 
recover payments already made. As a result, the current V-loan 
program has been seriously retarded; and many of the smalier con- 
tractors having a large volume of Government contracts but a small 
net worth are presently unable to obtain the financing necessary to 
enable them to perform their contracts. 

Enactment of S. 998, with committee amendments, would make 
it clear that a bank or other financing institution taking an assign- 
ment of claims pursuant to the act would not be subject to later 
recovery by the Government of amounts previously paid to the bank 
as assignee, except, of course, that it would not prevent the Govern- 
ment from obtaining restitution of amounts which may have been 
paid as the result of fraud. 

Secondly, the amendment would continue the provision of the 
present law that, if an assigned contract contains a “no set-off’’ 
clause, payments made by the Government to the assignee bank will 
not be subject to reduction or set-off because of any claims of the 
Government against the contractor which arise independently of the 
contract, but it would also be made clear that the assignee would be 
protected against set-off on account of claims of the Government 








ASSIGNMENT OF CLAIMS ACT 3 


against the contractor arising from renegotiation, fines, and penalties 
claims which are ordinarily regarded as arising outside of the assigned 
contract. In any event, however , where the Government has claims 
against the contractor, the Government would be allowed to withhold, 
out of payments due to an assignee bank, any amounts in excess of the 
bank’s interest in loans secured by such assignments. 

Finally, the authority for including the “no set-off’ clause in Gov- 
ernment contracts, which is now restricted to the Departments of 
the Army, Navy, and Air Force, would be extended to contracts 
entered into by the General Services Administration, the Atomic 
Energy Commission, and such other agencies of the Government as 
the President may designate. However, authority for the inclusion 
of the clause would not be mandatory—it would be permissive in all 
cases at the discretion of the Government agencies concerned. 


COMMITTEE AMENDMENTS 


Amendments approved by the committee to the bill as originally 
introduced are the following: 

I. On page 2, line 10, strike out the words “on or after July 1, 1950,” 
and insert in line 14, after the word “designate,” the following: 
except those contracts under which all work required by the contract has been 
completed prior to the date of the enactment of this amendment. 

The committee feels that it is only fair that the benefits of the bill 
should be available to assignees under all contracts, regardless of their 
dates, except those under which all work required by the contract has 
been completed prior to enactment of 5S. 998. 

Il. On page 2, line 15, between the words “Act”? and ‘“as’’, insert 
the following: ‘in connection with a factoring arrangement or’’. 

Ill. On page 2, line 18, between the words ‘‘assignee”’ and “shall’’, 
insert the following: 
except amounts in excess of amounts paid or loaned to the assignee under any 
factoring arrangement, loan, discount, or advance made in connection with or 
secured by the assignment. 

Insert the same language before the word “‘shall’’ in line 4, page 3, 
and delete the proviso beginning on line 12, page 3. 

Factoring companies have heretofore been considered as “financing 
institutions.”” Amendments I and II would bring such companies 
within the scope of the bill. 

Deletion of the proviso beginning in line 12 on page 3 would limit 
the prohibitions against recovery to the principal amount of an 
assignee’s investment under the contract. This is desirable because 
interest on loans to finance a Government contract must be included 
by the contractor as a part of his costs, and is ultimately paid by the 
Government as a part of the contract price. Factoring companies 
ordinarily purchase the proceeds of a contract at a discount sub- 
stantially in excess of interest rates usually charged on bank loans. 
While such higher rates may be justified in the case of commercial 
accounts receivable, where the factoring company assumes the risk of 
collection, this risk is not assumed where the accounts receivable are 
payable by the United States. Factoring companies usually purchase 
the entire contract proceeds, including “the contractor’s profit, and 
failure to restrict the protection to the principal invested by factoring 
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companies would put them in a preferred position over banks and 
other financing institutions which make secured loans, and would 
preclude the Government from reaching any excessive profits of the 
contractor through withholding payments in cases where the contract 
was assigned to a factoring company. 

IV. On page 2, line 24, strike out the phrase ‘or be amended to 
provide”’. 

As originally proposed, the phrase quoted read “or be amended 
without consideration to provide’. The Bureau of the Budget sug- 
gested that the authority to insert a “no set-off’ clause “without 
consideration” be eliminated. It is obvious that, where consideration 
is received by the Government, contracts could be amended to include 
a “‘no set-off” clause without specific authority in the bill. Therefore, 
inclusion of the phrase “or be amended to provide’’ is unnecessary, 
and might be erroneously construed to mean that such amendments 
could be made without consideration. 

V. On page 3, lines 9 and 10, substitute for the language in paren- 
theses the following: 

(which terms do not include amounts which may be collected or withheld from 


the assignor in accordance with or for failure to comply with the terms of the 
contract). 


The language in parentheses in the bill as introduced might defeat 
the Government’s right to withhold liquidated damages for delay 
imposed upon a contractor who performed “the work required by the 
contract” but failed to perform it on time. It should also be noted 
that the change approved by the committee would protect the rights 
of workers under the Davis-Bacon Act (which requires withholding 
by the Comptroller General and direct payment to the workers of 
claims based on the contractor’s failure to pay minimum wages) ; 
under the 8-hour law (which requires the withholding of penalties for 
violations); and the Walsh-Healey Act (which imposes liquidated 
damages for its violation and requires withholding and direct payment, 
in some cases, to underpaid employees). 

VI. On page 3, after line 22, add a new section as follows: 

Sec. 2. That subsection (a) of the fourth proviso of the second paragraph of 
section 3477 of the Revised Statutes, and subsection (a) of the fourth proviso of the 
second paragraph of section 3737 of the Revised Statutes be eliminated, and that 
subsections (b), (ce), and (d) of said provisos be redesignated as subsections (a), 
(b), and (c), respectively. 

The subsection recommended for elimination requires assignees to 
file written notice and true copies of assignments with certain Govern- 
ment offices, including the General Accounting Office. The Comp- 
troller General advises that the filing of such notices and copies with 
the General Accounting Office is unnecessary and recommends the 
change provided for in the proposed new section. 


VIEWS OF GOVERNMENT AGENCIES 


The bill (S. 998) was suggested by the Board of Governors of the 
Federal Reserve System. ‘In a letter dated February 13 the Board, 
in transmitting the text of the proposed bill, wrote: 

The Board of Governors wishes to recommend for the consideration of your 


committee an amendment to existing law which is of vital importance to the 
defense production program. 
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Many defense contractors—especially the smaller manufacturers and pro- 
ducers—are presently unable to obtain necessary financing for the performance 
of their defense contracts because of the widespread reluctance of banks to make 
loans to them on the security of assignments of proceeds under their Government 
contracts. The reluctance of banks to provide such financing arises from the 
fact that certain recent rulings of the Comptroller General of the United States 
under the Assignment of Claims Act of 1940 have made it hazardous for private 
financing institutions to accept assigned contracts as collateral for loans. This 
situation has created a serious impediment to the success of the current V-loan 
program, authorized by the Defense Production Act of 1950, for the guaranteeing 
of loans by banks to defense contractors. 

In order to meet this problem, the Board believes that the Assignment of Claims 
Act of 1940 should be amended to the extent necessary to remove the existing 
deterrent to participation by banks in the financing of defense contractors. <A 
suggested draft of such an amendment is enclosed, together with a memorandum 
explaining the amendment and a memorandum evidencing the need for this legis- 
lation. While it is believed that the enclosed draft would be generally acceptable 
to lending financial institutions, it is possible that they may wish to offer some 
suggestions regarding its provisions. 

We have been advised by the Bureau of the Budget that, after clearance with 
the interested agencies, it has no objection to the submission of this proposal to 
the Congress. Since the matter is one of great urgency, the Board hopes that 
this proposal will receive early consideration and favorable action by your com- 
mittee. 


The bill was submitted to the various Government agencies which 
might be interested in its enactment, with the request that they 
indicate their views. Excerpts from their replies are appended. 

Office of Defense Mobilization, March 8, 1951: 


The defense production effort is confronted with a problem of the most serious 
and urgent nature because defense contractors are finding themselves unable to 
finance their defense production contracts through commercial banking channels. 

As you know, the size and volume of defense production contracts are usually 
disproportionate to contractors’ working capital and/or net worth. This situation 
applies not only to large corporations, but is particularly applicable to smaller 
manufacturers and producers. 

This problem was recognized in 1940, at which time the Assignment of Claims 
Act was passed by the Congress in order to permit private financing institutions 
to accept assigned contracts as collateral for loans. Subsequently, the principle 
of guaranteed financing was established during the early part of 1942 by Executive 
Order 9112, which initiated the so-called V-loan program. The procedure worked 
very well during the balance of World War II and through the contract termination 
period following immediately thereafter. 

However, certain recent rulings by the Comptroller General, which have in 
effect limited the intended scope of the Assignment of Claims Act, have resulted 
in a general unwillingness on the part of commercial banks to undertake defense 
production financing. One such ruling relates to the right of the Government to 
recover payments previously made to the assignee bank. Another creates some 
uncertainty concerning the right of set-off on the part of the Government. The 
banks do not consider such matters as the usual commercial risks which they are 
willing to accept. Accordingly, they feel they should not be held liable for actions 
beyond their control or for amounts not commensurate with the risk. 

The Board of Governors of the Federal Reserve System has recommended to 
you an amendment to the Assignment of Claims Act of 1940, which amendment 
is designed not only to remove these lending obstacles but also to preserve the 
appropriate rights of the Government. The Office of Defense Mobilization is 
deeply concerned by the paralysis spreading throughout the defense effort and 
strongly recommends your favorable consideration of the remedies which have 
been proposed, 


Defense Transport Administration, March 12, 1951: 


While the amendment enclosed with vour letter would appear to be an im- 
provement over the present provision of law, our interest in the Assignment of 
Claims Act is so slight as not to warrant the expression of position on the proposed 
legislation. 
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Reconstruction Finance Corporation, March 13, 1951: 


While the proposed legislation has the effect of putting an assignee in a position 
superior to that of his assignor and may make the collection of such an assignor'’s 
debts due the Government more difficult, the representations made by various 
interested organizations and agencies that the legislation will materially facilitate 
the financing of defense contracts by banks and other financing institutions have, 
I understand, been found by the Bureau of the Budget to be of controlling impor- 
tance. Under the circumstances this Corporation interposes no objection to the 
passage of this legislation. 


Federal Deposit Insurance Corporation, March 7, 1951: 


We have no objection to the proposed amendment. 
Recently our views on a similar proposal were requested by the Bureau of the 
Budget and we indicated no objection to the proposal. 


Federal Reserve Board, February 20, 1951: 


In accordance with the usual procedure, before making this recommendation 
to Congress the Board on January 10, 1951, submitted a drafi of the proposed 
bill to the Bureau of the Budget for clearance. We understand that the Bureau 
then requested comments on the proposal from the Departmenis of the Treasury, 
Defense, Jusiice, Interior, Agriculture, and Commerce, the General Accouniing 
Office, Federal Deposit Insurance Corporation, Reconstruction Finance Corpora- 
tion, General Services Adminisiration, Defense Transport Adminisiraiion, and 
National Security Resources Board. 

In the light of the comments received by it from the above-mentioned interested 
agencies, the Bureau of the Budget advised the Board on February 7 that it 
would give the bill final clearance if it were resubmitted to the Bureau with cer- 
tain specified changes in language. Such a revised bill was resubmitted to the 
Bureau by the Board on February 9 and the Budget Bureau advised us on Feb- 
ruary 12 that it would have no objeciion to the submission of the bill to Congress 
in its revised form. It was in that form that the proposed bill was presented by 
the Board to the Senate Banking and Currency Committee and to the Judiciary 
Committee of the House of Representatives on February 13. 

As indicated in our letter to you of February 15 the Board feels that this is a 
matter of considerable importance in connection with the financing of defense 
produciion contractors by banks and other private institutions; and there is an 
increasing number of cases in which loans to defense contractors are being held 
up pending clarification of the law on this subject. Consequently, we hope that 
the proposed bill will be introduced at an early date and receive prompt consider- 
ation by your committee. 


Department of Agriculture, March 20, 1951: 


This Department was given an opportunity by the Bureau of the Budget to 
submit comments on the proposed amendment. The draft of the proposed 
amendment attached to your letter incorporates the more important legislative 
changes in which this Department is interested. 

This Depar:meni does not have any additional comments to make on the 
proposed legislation at this time. 

We undersiand that the Bureau of the Budget advised the Federal Reserve 
Board that there was no objection to the submission of the draft bill for the 
consideration of the Congress. 


National Security Resources Board, March 27, 1951: 


The views of the Resources Board with respect to this matter were fully con- 
sidered at the iime the proposed legislaiion was being cleared through the Bureau 
of the Budget. 

The Resources Board has no further comment to make at this time. 


General Services Administration’s approval of the bill is expressed 
in a letter under date of April 4: 


To the end that the defense mobilization effort may be accelerated and facil- 
itated, this Adminisiraiion recommends favorable report by your committee on 
S. 998 and the early enactment thereof by the Congress. 

This report is being submiited without prior referral to the Bureau of the 
Budget for the reason that a legislative proposal similar to 8. 998 has previously 


ee 





ASSIGNMENT OF CLAIMS ACT 7 


been the subject of Bureau advice to this Administration. Under date of March 
5, 1951, the Bureau forwarded to us for our information a copy of the final draft 
of proposed bill to amend the Assignment of Claims Act which was identical in 
its text with S. 998 save as to a few minor deiails. 


The Acting Secretary of the Treasury wrote the committee chair- 

man as follows: 
TREASURY DEPARTMENT, 
Washington, April 9, 1951. 
Hon. Burnet R. MAYBANK, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

My Dear Mr. CHarrMAN: Further reference is made to the letters requesting 
the views of this Department with respect to the proposed amendment to the 
Assignment of Claims Act of 1940. It is stated that the purpose of the amend- 
ment is to encourage financial institutions to participate in the financing of the 
current defense mobilization program. 

It is noted that, if the proposed amendment were enacted, under a contract 
entered into after July 1, 1950 containing a ‘“‘no set-off”? clause payments made 
to an assignee of such contract may not be reduced or set off ‘*(1) for any liability 
of any nature of the assignor to the United States or any department or agency 
thereof which arises independently of such contract, or (2) for any liability of the 
assignor on account of renegotiation, fines, or penalties (which term does not 
include damages for failure of the assignor to perform the work required by the 
contract), whether or not such liability arises from or independently of such 
contract.”’ 

As you know, the Comptroller General has recently ruled that set-off from 
amounts due under the contract might be made for tax liability of the contractor 
representing unpaid withholding and Federal unemployment taxes, and taxes, 
levied under the Federal Insurance Contributions Act which became due, sub- 
sequent to the assignment, on account of wages paid under the contract. In 
the view of this Department, such holding is correct. It is assumed that the 
proposed amendment is not intended to affect that result and that under the 
language such taxes would not be held to arise independently of the contract. 
In order to resolve any doubts, however, it might be desirable for the language 
of the statute or the committee report thereon to so indicate. 

The Director, Bureau of the Budget, has advised the Treasury Department 
that there is no objection to the presentation of this report. 

Very truly yours, 
Tuomas J. Lyncu, 
Acting Secretary of the Treasury, 


A most extensive analysis of the bill was made by the Comptroller 
General who suggested some appropriate amendments which the 
committee adopted. The full text of the Comptroller General’s 
letter is as follows: 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 15, 1951. 
Hon. Burnet R. MAyBang, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

My Dear Mr. Curatrman: Receipt is acknowledged of your letter dated 
March 2, 1951, inviting my comments on a proposed amendment to the Assign- 
ment of Claims Act of 1940, which was introduced on March 1, 1951, as S. 998. 

The purpose of 8. 998, as stated in the enacting clause thereof, is to facilitate 
the financing of defense contracts, but without prejudice to any rights accrued 
under the Assignment of Claims Act of 1940 as heretofore existing. If the prime 
objective of the bill is to assist in the financing of the current defense production 
program, the language of the bill should receive careful consideration to insure 
that it does not also extend to financing institutions or to Government contractors, 
at the expense of the Government, benefits or protection beyond that necessary to 
accomplish the stated purpose of the bill. It is self-evident that financing is not 
required for such part of the total consideration to be paid under a contract as 
represents the contractor’s profit. It is also evident that the interest of a bank or 
other financing institution which accepts an assignment of all moneys due under a 
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contract is limited to the amount of money which it lends on the security of the 
assignment, plus interest and other charges. To the extent, therefore, that the 
proposed legislation may prohibit the satisfaction of a contractor’s just debts to 
his Government out of that part of the contract proceeds which is in excess of 
amounts owed to an assignee, it benefits the contractor rather than the assignee, 
and is, in effect, an invitation to all contractors to assign their Government 
contracts if for no other reason than to insure that the Government could not 
refuse to pay profits made under such contracts, even if excessive. 

It is in precisely this respect that the present language of S. 998 appears to be 
unnecessarily broad. Although the desired objective of the bill, as stated by its 
sponsors, is merely to remove certain risks to which financing institutions feel they 
may be exposed under the present law in order to facilitate the financing of small 
marginal businesses in defense production, it appears that the bill in its present 
form might have the additional and undesirable result of increasing the possibilities 
for unscrupulous or insolvent contractors to delay or evade payment of amounts 
owed to the United States by the simple expedient of assigning their Government 
contracts. The present ‘“‘no set-off’ clause of the Assignment of Claims Act of 
1940 prohibits the withholding of any part of the proceeds of an assigned contract 
on account of debts owed by the contractor at the time the contract is entered into, 
since such debts necessarily arose independently of the contract. It also pro- 
hibits withholding on account of debts of the contractor, maturing subsequent to 
an assignment, which arise independently of the contract. The bill 8. 998 would 
enlarge the scope of the ‘‘no set-off’’ clause to prohibit withholding on account of 
fines, penalties, or renegotiation debts of the contractor, whether arising from or 
independently of the contract. It would also provide that once any amounts were 
paid under an assignment, they could not be recovered from the assignee on 
account of any liability of any nature of the contractor to the Government. The 
undesirable feature of these provisions is that in many cases they afford protection 
in excess of the assignee’s interest in the assignment, and thereby benefit the 
contractor to the detriment of the Government. This is due to the fact that the 
prohibitions against withholding or recovery apply to all assigned payments, 
whether such payments are used by the assignee to reduce the loan secured by the 
assignment or are merely turned over to the contractor. If an assignee were 
required to apply all payments received in reduction of the amount loaned to the 
assignor, and to release its assignment when such loan was paid, the assignee’s 
interest in the assignment would still be protected, and the contractor could not 
utilize an assignment as a means of evading payment of his debts to the Govern- 
ment. This could be accomplished by inserting the words ‘except payments in 
excess of amounts paid or loaned to the assignor under any factoring arrangement, 
loan, discount, or advance made in connection with or secured by the assignment” 
between the words “‘assignee’’ and ‘“‘shall’’ in line 18, page 2; by inserting the same 
words immediately before the word “shall” in line 4, page 3; and by deleting the 
present proviso beginning in line 12, page 3, of the bill. 

It will be noticed that the insertions immediately hereinbefore suggested con- 
template the participation of factoring companies in the financing of contracts 
covered by S. 998. Inasmuch as factoring companies have heretofore been con- 
sidered as ‘‘financing institutions’? to whom assignments could be made under the 
Assignment of Claims Act of 1940, it would appear that they should be brought 
within the scope of the present bill. This could be accomplished by the insertion 
of the words “‘in connection with a factoring arrangement or’’ between the words 
“Act” and ‘‘as’’ in line 15, page 2, of the bill. It will also be noticed that the sug- 
gested insertions limit the prohibitions against recovery and withholding to the 
principal amount of an assignee’s investment under an assignment. This restric- 
tion is based on the following reasons: The interest charged on loans made to 
finance a Government contract must be included by the contractor as a part of his 
costs, and is ultimately paid by the Government as a part of the contract price. 
If the Government, to its own detriment, removes some of the risks which are 
borne by an assignee, it should receive a corresponding benefit in reduced interest 
charges to the contractor. This is done under the V-loan guaranty program by 
prescribing maximum interest rates commensurate with the percentage of the 
loan guaranteed. Under the provisions of S. 998, however, there is no control 
over the interest rates which may be charged by assignees, and it seems only 
equitable that assignees should pay for the right to charge uncontrolled interest 
rates by assuming risks in connection therewith. It should also be noted in this 
connection that factoring companies ordinarily purchase the entire proceeds of a 
contract at a discount often substantially in excess of interest rates usually charged 
on bank loans. The higher rates charged by such companies may be justified in 
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the case of commercial accounts receivable where the factoring company assumes 
the risk of collection from the purchasers of the goods. Of course, when the 
accounts receivable are payable by the United States, as in the case of Govern- 
ment contracts, the usual credit risk is absent. Furthermore, since factoring 
companies ordinarily purchase the entire contract proceeds, including the con- 
tractor’s profit under the contract, failure to restrict the protection afforded by 
S. 998 to the principal investment made by assignees would place factoring com- 
panies in a preferred position over banks and other financing institutions which 
make secured loans, and would effectually preclude the Government from reach- 
ing any excessive profits of the contractor through withholding from the contract 
payments in cases where the contract was assigned to a factoring company. 

he bill S. 998 would also permit a ‘‘no set-off” clause to be included in any 
contract entered into on or after July 1, 1950, by the Army, Navy, Air Force, Gen- 
eral Services Administration, Atomic Energy Commission, and any other govern- 
mental department or agency designated by the President. It would appear only 
just that the benefits of the bill be extended to assignees under all current contracts 
of such departments and agencies regardless of their date. It has been suggested by 
the Department of Defense that this could be accomplished by making the bill 
apply to all contracts entered into by the designated departments and agencies, 
except those contracts under which full payment might have been made prior to 
the date of enactment of the bill. It is obvious that financing is not required for the 
performance of contracts which have been completed except for payment, and it is 
suggested, therefore, that there be excepted from the purview of 8S. 998 any con- 
tracts under which all work required by the contract has been completed, rather 
than those under which full payment has been made. 

Attention is also invited to the language in lines 24 and 25, page 2, of the bill, 
which provides that any contract covered by the bill may provide ‘‘or be amended 
to provide”’ for insertion of a ‘‘no set-off’ clause therein. As originally proposed 
by the sponsors of the legislation, the phrase quoted read ‘‘or be amended without 
consideration to provide,”’ and it was suggested by the Bureau of the Budget that 
the authority to insert a ‘‘no set-off’’ clause in contracts without consideration be 
removed. In view of this fact, it is apparent that the intended meaning of the pres- 
ent phrase in 8. 998 is that contracts may be amended to include the ‘no set-off” 
clause only in cases where the Government receives consideration for such amend- 
ment. Where consideration is received by the Government, contracts could be 
amended to include a ‘‘no set-off”’ clause without specific authority therefor in the 
bill. That being so, the inclusion of the phrase ‘‘or be amended to provide” in the 
bill is unnecessary, and might give rise to the erroneous inference that such amend- 
ments could be made without consideration. The deletion of this phrase from the 
bill would not affect the rights of assignees who now hold assignments under con- 
tracts containing the ‘‘no set-off” clause permitted by existing law, since lines 2 
to 4, page 3, of S. 998 specifically provide that the enlarged ‘‘no set-off’ provisions 
shall be applicable to all contracts now containing the old ‘‘no set-off’? clause. 
Accordingly, it is suggested that the phrase ‘‘or be amended to provide,”’ in lines 
24 and 25, page 2, of the bill be deleted. 

It would appear that changes should also be made in the parenthetical clause 
in lines 9 and 10, page 3, of the bill, which states that the ‘penalties’? mentioned 
in the “no set-off’ clause do not include damages for failure of the assignors to 
perform the work required by the contract. Question might arise as to the 
Government’s right to withhold liquidated damages for delay imposed upon a 
contractor who performed “the work required by the contract,’’ but failed to 
perform it on time. Also, your attention is invited to the provisions of the 
Davis-Bacon Act (40 U. 8. C. 276a, 276a—2) which require the insertion in certain 
Government contracts of a stipulation that there may be withheld from accrued 
contract payments so much as may be necessary to compensate for the con- 
tractor’s failure to pay minimum wages, and which direct the Comptroller 
General to make payments directly to underpaid laborers and mechanics from 
such withheld accrued payments; to the provisions of the 8-hour law (40 U.S. ©. 
324) requiring contracts subject to that act to “stipulate a penalty for each viola- 
tion” of the act, and directing the withholding of such penalty from moneys 
otherwise due under the contract; and to the provisions of the Walsh-Healey 
Act (41 U. S. C. 36) which impose liquidated damages for its violation, and 
authorize the withholding of such damages from any amounts due under a con- 
tract and payment thereof in certain cases directly to underpaid employees, 
I do not believe it is the intention of the sponsors of 8. 998 to vitiate the statutory 
protection thus accorded laborers and mechanics under the statutes mentioned 
in order to benefit banks and other financing institutions which hold assign- 
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ments of Government contracts. It is suggested, therefore, that in lieu of the 
language between the parentheses in lines 9 and 10, page 3, of S. 998, there be 
substituted the following: “which terms do not include amounts which may 
be collected or withheld from the assignor in accordance with or for failure to 
comply with the terms of the contract.” 

Your attention is also invited to the fact that the proposed amendment as 
originally submitted to the Bureau of the Budget prohibited reduction or set-off 
on account of an assignor’s liability for taxes and social security contributions, 
even though such liability arose from the assigned contract. Upon the recom- 
mendation of the Bureau of the Budget, this provision was deleted, with the 
effect that the “‘no set-off’ clause of S. 998 does not prohibit withholding from an 
assignee on account of any tax liabilitv of the assignor which does not arise 
independently of the assigned contract. While interest on such taxes apparently 
could also be withheld since it is neither a fine nor a penalty, it appears doubtful 
that tax penalties could be withheld, and if it be so intended, the language of the 
bill should be clarified in that respect. 7 

The bill S. 998, if enacted, will have far-reaching effects upon the contractual 
and financial transactions of the Government, and I wish to express to your com- 
mittee my appreciation for the opportunity afforded this Office to comment 
thereon. 

In view of the fact that amendment of sections 3477 and 3737 of the Revised 
Statutes, as amended by the Assignment of Claims Act of 1940 (31 U.S. C. 203; 
and 41 U.S. C. 15), is now under consideration by your committee, I would like to 
request favorable consideration of another change in those statutes. The fourth 
proviso of the second paragraph of sections 3477 and 3737 of the Revised Statutes, 
as amended, requires assignees to file written notice and true copies of assignments 
with the General Accounting Office, the contracting officer, sureties, and the 
disbursing officer. It is requested that the requirement for filing such notice and 
copy of assignment with the General Accounting Office be deleted. This action 
is requested for the reason that in an increasing number of instances the audit 
of governmental expenditures by the General Accounting Office is being conducted 
on a site audit basis, and in such cases the accounts, contracts, and other records 
involved are retained by the administrative office, rather than forwarded to this 
Office. If the requirement for filing copies of assignments with the General 
Accounting Office is eliminated, it is proposed to take appropriate administrative 
action in this Office to require the contracting agencies to associate conformed 
copies of assignments with the contracts involved, which is all that is necessary 
for a proper audit by this Office. 

Sincerely yours, 
Frank L. YATEs, 
Acting Comptroller General of the United States. 


This legislation was urged upon your committee by the American 
Bankers Association, which endorsed the bill originally introduced. 
The objection of factoring companies that they were covered by the 
act of 1940 but not by the bill as originally introduced has been met 
by the amendment mentioned above. 

Typical of the attitude of commercial banks toward the pending 
bill is the letter of March 9, 1951, from the Chemical Bank & Trust 
Co. to Chairman Maybank which reads as follows: 


CuemicaL Bank & Trust Co., 
New York, March 9, 1951. 
Hon. Burner R. MAayBank, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington 25, D. C. 


DeaR SENATOR MAYBANK: I understand that your committee has before it 
for consideration a proposed amendment to the Assignment of Claims Act (S. 998). 
From the standpoint of furtherance of the defense program, this is, in my opinion, 
a most important bill. As matters now stand, the rulings of the Comptroller 
General impose an unwarranted risk upon banks which would ordinarily take 
assignments of the proceeds of Government contracts as security for loans for 
financing production for the armed services. The effect of these rulings is to 
make an assignee bank liable to the United States for any amounts received under 
an assignment and which the Comptroller General considers to have been exces- 
sive and not recoverable from the contractor. It is apparent, therefore, that the 
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banks could be incurring contingent liabilities for repayment of moneys received 
These contingent liabilities would not become known until the Comptroller 
General had completed his investigations of pavments under the contracts and 
such procedure would probably not be finished for several years. 

The unwillingness of many banks to make Regulation V loans secured by the 
assignment of Government contracts can only result in slowing down defense 
production, for it is only by means of that type of financing that small contractors 
of limited capital can secure working funds. 

We believe that 8S. 998 is a much-needed improvement to the Assignment of 
Claims Act. However, we wish to present for vour consideration three changes 
which, in our opinion, will greatly improve the bill: 

1. Strike out ‘‘on or after July 1, 1950”. This change will make the amendment 
apply to contracts entered into before as well as after that date. 

2. We believe that the bill should be amended so as to bar reductions in the 
amount to be paid to an assignee because of claims against the assignor for taxes 
and social security contributions. 

3. In our judgment the proviso at the end of the bill will prove to be a hardship 
on small companies. Its effect will be that financing will not be generally avail- 
able upon the security of assigned contracts after a bank has been put on notice 
that a claim exists against the assignor and thereafter a set-off can be made by the 
Government. We therefore urge that the proviso be stricken from the bill. 

We are convinced that the only remedy for the present situation is an amend- 
ment to the Assignment of Claims Act and we trust, therefore, that your com- 
mittee will give its approval to 8. 998 with the foregoing amendments. 

Yours sincerely, 
N. Baxter JACKSON, Chairman. 


And, typical of the necessity for quick ac tion, is the letter of April 

1951, to Chairman Maybank from Joe C. Thomason, of Knoxville, 
Tenn., reading as follows: 

KNOXVILLE, TENN., April 7, 1951 
Hon. Burnet R. MAYBANK, 
Senate Office Building, Washington, D. C. 

Dear Senator: From a banking service I notice that you have introduced 
Senate bill 998, which seems to be identical with House of Representatives bill 
2947, amending the Assignment of Claims Act of 1940. 

I represent a manufacturing institution in Knoxville which has been engaged 
in defense work for many months. Heretofore it has been able to finance its 
operations by assigning the contracts to out local bank. Since the recent ruling 
of the General Accounting Office, with which you are familiar, our banks are re- 
fusing to lend us money on these contracts. 

Last December my client submitted bids to the Ordnance Department, and a 
few days ago, as a result of such bids, was awarded contracts in an aggregate 
amount of in excess of $1,000,000. These bids were firm bids, and now we are 
obligated to perform under them. The banks, however, will not finance us. The 
situation is desperate. 

Ours.is not an isolated case. There are others in this town, and my information 
is that the same condition is true over the country. 

It is hoped that prompt action can be taken in the Senate and in the House on 
this legislation. 

Very truly vours, 
J. C. THomason. 

In view of the fact that all Government agencies concerned and all 
private lending agencies are in accord with the provisions of the 
amended bill, and time was of the essence, the committee was of the 
opinion that public hearings were not necessary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX y the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in brackets, new matter is printed it n ite aan existing law 
in which no change is proposed is shown in roman): 
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U. S. C., Trrue 31, Section 203. AssIGNMENTS oF CLAIMS: SeT-Orr AGAINST 
ASSIGNEE 


All transfers and assignments made of any claim upon the United States, or 
of any part or share thereof, or interest therein, whether absolute or conditional, 
and whatever may be the consideration therefor, and all powers of attorney, 
orders, or other authorities for receiving payment of any such claim, or of any 
part or share thereof, shall be absolutely null and void, unless they are freely 
made and executed in the presence of at least two attesting witnesses, after the 
allowance of such a claim, the ascertainment of the amount due, and the issuing 
of a warrant for the payment thereof. Such transfers, assignments, and powers 
of attorney must recite the warrant for payment, and must be acknowledged by 
the person making them, before an officer having authority to take acknowledg- 
ments of deeds, and shall be certified by the officer; and it must appear by the 
certificate that the officer, at the time of the acknowledgment, read and fully 
explained the transfer, assignment, or warrant of attorney to the person acknowl- 
edging the same. 

The provisions of the preceding paragraph shall not apply in any case in which 
the moneys due or to become due from the United States or from any agency or 
department thereof, under a contract providing for payments aggregating $1,000 
or more, are assigned to a bank, trust company, or other financing institution, 
including any Federal lending agency: Provided, (1) That in the case of any con- 
tract entered into prior to October 9, 1940, no claim shall be assigned without the 
consent of the head of the department or agency concerned; (2) that in the case 
of any contract entered into after October 9, 1940, no claim shall be assigned if 
it arises under a contract which forbids such assignment; (3) that unless otherwise 
expressly permitted by such contract any such assignment shall cover all amounts 
payable under such contract and not already paid, shall not be made to more 
than one party, and shall not be subject to further assignment, except that any 
such assignment may be made to one party as agent or trustee for two or more 
parties participating in such financing; (4) that in the event of any such assign- 
ment, the assignee thereof shall file written notice of the assignment together 
with a true copy of the instrument of assignment with (a) [the General Accounting 
Office, (b)] the contracting officer or the head of his department or agency, 
[(c)] () the surety or sureties upon the bond or bonds, if any, in connection 
with such contract, and [(d)] (c) the disbursing officer, if any, designated in 
such contract to make payment. Notwithstanding any law to the contrary 
governing the validity of assignments, any assignment pursuant to this paragraph 
and the following paragraph shall constitute a valid assignment for all purposes. 

[Any contract entered inio by the War Department or the Navy Depariment 
may provide that payments to an assignee of any claim arising under such contract 
shall no‘ be subject to reduction or set-off, and if it is so provided in such contract, 
such payments shall not be subject to reduction or set-off of any indebiedness of 
the assignor to the United States arising independently of such contract.] 

In any case in which a claim under any contract entered into by the Department of 
the Army, the Department of the Navy, the Department of the Air Force, General 
Services Administration, Atomic Energy Commission, or any other department or 
agency of the United States which the President may designate, except those contracts 
under which all work required by the contract has been completed prior to date of the 
enactment of this amendment, is or has been assigned pursuant to this Act in connec- 
tion with a factoring arrangement or as security for any loan, discount, or advance 
or any commitment in connection therewith, any payments heretofore or hereafter 
made to the assignee, ercept payments in excess of amounts paid or loaned to the 
assignee under any factoring arrangement, loan, discount, or advance made in con- 
nection with or secured by the assignment, shall not be subject to recoupment, recapture, 
or any right of recovery as against the assignee for any liability of any nature of the 
assignor to the United States or any department or agency thereof, whether arising 
from or independently of such contract. Any such contract entered into on or after 
July 1, 1950, by such departments or agencies of the United States may provide that 
payments to be made to an assignee of any claim arising under such contract shall not 
be subject to reduction or set-off, and if such provision or one to the same general effect 
is contained in any such contract, such payments, except payments in excess of amounts 
paid or loaned to the assignee under any factoring arrangement, loan, discount, or 
advance made in connection with or secured by the assignment, shall not be subject to 
reduction or set-off (1) for any liability of any nature of the assignor to the United 
States or any department or agency thereof which arises independently of such contract, 








ASSIGNMENT OF CLAIMS ACT 13 


or (2) for any liability of the assignor on account of renegotiation, fines, or penalties 
(which terms do not include amounts which may be collected or withheld from the 
assignor in accordance with or for failure to comply with the terms of the contract), 
whether or not such liabiltty arises from or independently of such contract. 

Sec. 2. That subsection (a) of the fourth proviso of the second paragraph of section 
3477 of the Revised Statutes, as amended, and subsection (a) of the fourth proviso of 
the second paragraph of section 3737 of the Revised Statutes, as amended, be eliminated, 
and subsections (b), (c), and (d) of said provisos be redesignated as subsections (a), 
(b), and (c), respectively. 


U. S. C., TirLte 41, Section 15. TrRANsrerRs or ContTRActTs: ASSIGNMENTS OF 
CLaims: Set-Orr AGAINST ASSIGNEE 


No contract or order, or any interest therein, shall be transferred by the party 
to whom such contract or order is given to any other party, and any such transfer 
shall cause the annulment of the contract or order transferred, so far as the United 
States are concerned. All rights of action, however, for any breach of such con- 
tract by the contracting parties, are reserved to the United States. 

The provisions of the preceding paragraph shall not apply in any case in which 
the moneys due or to become due from the United States or from any agency or 
department thereof, under a contract providing for payments aggregating $1,000 
or more, are assigned to a bank, trust company, or other financing institution, 
including any Federal lending agency: Provided, (1) That in the case of any con- 
tract entered into prior to October 9, 1940, no claim shall be assigned without the 
consent of the head of the department or agency concerned; (2) that in the case of 
any contract entered into after October 9, 1940, no claim shall be assigned if it 
arises under a contract which forbids such assignment: (3) that unless otherwise 
expressly permitted by such contract any such assignment shall cover all amounts 
payable under such contract and not already paid, shall not be made to more than 
one party, and shall not be subject to further assignment, except that any such 
assignment may be made to one party as agent or trustee for two or more parties 
participating in such financing; (4) that in the event of any such assignment, the 
assignee thereof shall file written notice of the assignment together with a true 
copy of the instrument of assignment with (a) [the General Accounting Office, (b)] 
the contracting officer or the head of his department or agency, [(c)] (6) the 
surety or sureties upon the bond or bonds, if any, in connection with such contract, 
and [(d)] (c) the disbursing officer, if any, designated in such contract to make 
payment. Notwithstanding any law to the contrary governing the validity of 
assignments, any assignment pursuant to this paragraph and the following 
paragraph shall constitute a valid assignment for all purposes. 

(Any contract entered into by the War Department or the Navy Department 
may provide that payments to an assignee of any claim arising under such contract 
shall not be subject to reduction or set-off, and if it is so provided in such contract, 
such payments shall not be subject to reduction or set-off for any indebtedness of 
the assignor to the United States arising independently of such contract. } 

In any case in which a claim under any contract entered into by the Department of 
the Army, the Department of the Navy, the Department of the Air Force, General 
Services Administration, Atomic Energy Commission, or any other department or 
agency of the United States which the President may designate, except those contracts 
under which all work required by the contract has been completed prior to date of the 
enactment of this amendment, is or has been assigned pursuant to this Act in connec- 
tion with a factoring arrangement or as security for any loan, discount, or advance or 
any commitment in connection therewith, any payments heretofore or hereafter made 
to the assignee, except payments in excess of amounts paid or loaned to the assignee, 
under any factoring arrangement, loan, discount, or advance made in connection with 
or secured by the assignment, shall not be subject to recoupment, recapture, or any 
right of recovery as against the assignee for any liability of any nature of the assignor 
to the United States or any department or agency thereof, whether arising from or 
independently of such contract. Any such contract entered into on or after July 1, 
1950, by such departments or agencies of the United States may provide that payments 
to be made to an assignee of any claim arising under such contract shall not be subject to 
reduction or set-off, and if such provision or one to the same general effect is contained 
tn any such contract, such payments, except payments in excess of amounts paid or 
loaned to the assignee under any factoring arrangement, loan, discount, or advance 
made in connection with or secured by the assignment, shall not be subject to reduction 
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or set-off (1) for any liability of any nature of the assignor to the United States or any 
department or agency thereof which arises independently of such contract, or (2) for 
any liability of the assignor on account of renegotiation, fines, or penalties (which 
terms do not include amounts which may be collected or withheld from the assignor in 
accordance with or for failure to comply with the terms of the contract), whether or not 
such liability arises from or independently of such contract. 

Sec. 2. That subsection (a) of the fourth proviso of the second paragraph of sec- 
tion 3477 of the Revised Statutes, as amended, and subsection (a) of the fourth proviso 
of the second paragraph of section 3737 of the Revised Statutes, as amended, be 
eliminated, and subsections (b), (c), and (d) of said provisos be redesignated as sub- 
sections (a), (6), and (c), respectively. 


O 
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Mr. Jounson of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 
[To accompany 8. J. Res. 57] 


The Committee on Interstate and Foreign Commerce, to whom 


was referred the joint resolution (S. J. Res. 57) to give the Department 


of Commerce the authority to extend certain charters of vessels to 
citizens of the Republic of the Philippines, and for other purposes, 
having considered the same, report favorably thereon with amendment 
and recommend that the joint resolution do pass. 

Senate Joint Resolution 57 merely extends the authority to the 
Department of Commerce that the Maritime Commission was given 
under Public Law 370, Seventy-ninth Congress, 
Rehabilitation Act, April 30, 1946. 

This authority was an expedient to provide interim relief to Philip- 
pines interisland shipowners whose ships were lost by enemy action 
while serving under United States military orders. Secretary of 
State Dean Acheson refers to this in his letter of March 21, transmit- 
ting the draft of the resolution recommending your favorable action. 

The resolution singles out the Secretary of Commerce as the one to 
whom this authority is given because the United States Maritime Com- 
mission has been dissolved and its duties placed within the authority 
of the Secre tary of Commerce. 

The necessity to continue these charters to Philippines shipowners 
who suffered losses is because these owners have not been able to find 
in the world’s markets sufficient vessels qualified to replace the lost 
ships. The vessels presently in the interisland service under these 
charter agreements, originally made by the United States Maritime 
Commission, are suitable but they may not be sold for Philippines 


operations, as the Philippines is now an independent nation, as of 
July 4, 1946. 


in the Philippine 
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The authority contained in this resolution does nothing more than 
permit the Secretary of Commerce, in his discretion, to allow the 
present eight vessels, or any of them, to remain in the Philippines inter- 
is!and services for an extended period. The authority is expressly 
limited to the presently chartered ships. The charterers are paying a 
full charter hire of 10 percent of the statutory sales price per year—at 
monthly intervals—to the United States Government and such pay- 
ments will continue under this resolution. 

These charters have been in effect since 1946. No charter was 
granted by the Maritime Commission until it was completely satisfied 
that the chartering companies fully qualified as experienced prewar 
operators, fully able to meet all financial obligations, ete. The vessels 
are covered by insurance. The operators provide bonds acceptable 
to the Department of Commerce and all charter hire payments have 
been fully and promptly met. 

The ships under charter are eight in all, of which five are the C-1-M- 
AV1 type and three N3 type. None of these are needed in the pre- 
paredness plan of the United States but if they should be required by 
the Department of Defense, they are immediately available in full 
operation position, which is an advantage to the United States. 
Others of this type, if needed, would have to be drawn from the laid-up 
fleets at considerable expense and delay. 

Three companies operate these chartered vessels along with such 
vessels as they have purchased since the war ended. Compania 
Maritima, which lost 12 of its 13 vessels in this general category, are 
operating three C-1-M-—AVI1’s and two N3’s; Everett Steamship 
Corp. operates two C-1-M-AV1’s; and Manila Steamship Co., Inc., 
operates one C-1—M-AV1. 

The interisland services in the Philippines must be likened to our 
railroads other than be compared with the general conception of 
shipping; the ‘‘states’’ of the Philippines are islands. 

Interisland shipping in the Philippines is important to the economy 
of the United States by serving the ports and districts that produce 
hemp, lumber, copra, sugar, manganese, chrome, etc., most of which is 
necessary to our rearmament. 

The services require several types of ships the largest of which 
approximate 5,000 tons, dead weight, and the smallest approximately 
300 tons. Vessels of 5,000 tons are not large enough for general 
transoceanic traffic but they meet a very definite demand in the inter- 
island trade. 

The following Philippines tabulation reveals the prewar and postwar 
tonnage of privately owned vessels: 


Prewar | Postwar 
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The eight ships under charter provide a total of 26,495 additional tons, 
which brings the total tonnage presently operated to 75,844 tons, or 
only 10,000 tons more than before the war. 
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The importance of this matter to the Philippines is further expressed 
in a law very recently enacted by the Philippines Congress which 
rovides for an excise tax of 17 percent on foreign exchange. In this 
aw the exceptions are considerably limited, but nevertheless among 
these exceptions are ‘“‘payment of purchase price or charter fees of 
airplanes and vessels of Philippines register, etc.’’ This provision 
refers directly to the charters considered in Senate Joint Resolution 57. 
The present charter agreements expire at the end of this month. 
The urgency of a prompt decision is therefore very important to the 

economy of the Philippines, which is reflected in our own economy. 

In summation, the salient points are these: 

(1) No new conditions of any kind are contained in this resolution. 

(2) The authority to extend these charters is given to the Secretary 
of Commerce. Prior authority was given to the United States 
Maritime Commission. 

(3) Secretary of State Dean Acheson strongly urges favorable 
consideration. 

(4) No expenditure of United States funds is involved, but on the 
contrary the United States receives approximately a half million 
dollars a year as charter hire. 

(5) The vessels are subject to immediate return should the Depart- 
ment of Defense require them. 

(6) The continuation of these charters gives to the Philippines ship- 
owners who lost their ships during the war some additional time in 
which to procure replacement tonnage. 


SENATE AMENDMENT 


On page 2, line 8, strike “1954” and insert in lieu thereof “1952.” 
The committee believes it ieee to continue charter hire to Philip- 
pines operators for only 1 year at this time. If the Korean situation 
has not improved within the next year, it may be advisable to extend 
this authorization in the second session of the Eighty-second Congress. 


PROPONENTS OF LEGISLATION 


The enactment of this legislation is urged by the Departments of 
_ ’ . . . a . 
State, Commerce, the Maritime Administration, and the Budget 
Bureau. There are no opponents to the enactment of this measure. 


CHANGES IN EXISTING LAW 
With reference to subsection (4) of rule XXIX of the Standing 


Rules of the Senate, no changes in existing law are made by this bill 
as reported, 





DEPARTMENT OF COMMERCE, 
Washington, April 9, 19517. 
Hon. Epwin C. JoHNSON, 
Chairman, Commitiee on Inierstaite and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuatrman: This letter is in further reply to your request of March 
29, 1951, for the views of this Department concerning Senate Joint Resolution 57, 
a resolution to give the Department of Commerce the authority to extend certain 
charters of vessels to citizens of the Republic of the Philippines, and for other 
purposes. 
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The resolution would authorize the Secretary of Commerce to extend, as he 
deems necessary and proper, the present charters of vessels to citizens of the 
Republic of the Philippines. Under the provisions of the resolution, no charter 
would be extended beyond April 30, 1954. 

In view of the close relationship between this country and the Republic of the 
Philippines, and in order that, before the charters expire, a full study may be made 
of any circumstances warranting further extension of the charters, this Depart- 
ment favors the enactment of Senate Joint Resolution 57. 

The Bureau of the Budget advises us that there is no objection to the submission 
of this report. If we can be of further assistance in this matter, please call on us. 

Sincerely yours, 
Tuomas W. 8S. Davis, 
Acting Secretary of Commerce. 


GENERAL ACCOUNTING OFFICE, 
Washington, April 6, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CuarrMANn: Reference is made to your letter of March 29, 1951, 
acknowledged by telephone April 2, requesting any comments I might care to offer 
concerning Senate Joint Resolution 57, Eighty-second Congress, entitled ‘Joint 
resolution to give the Department of Commerce the authority to extend certain 
charters of vessels to citizens of the Republic of the Philippines, and for other 
purposes.”’ 

The proposed legislation would authorize the Secretary of Commerce, under 
such terms and conditions as he deems necessary in the interest of the economy 
of the Philippines, to extend and continue the present charters of vessels to 
Philippine citizens for operation only in the interisland commerce in the Philip- 
pines, but not beyond the completion of the first voyage terminating after April 
30, 1954. The existing charters were extended on June 5, 1950, for periods to 
terminate April 30, 1951, under section 306 (a) of the Philippine Rehabilitation 
Act of 1946 (60 Stat. 128, 137). The authority to charter vessels under said 
section 306 (a) expired, pursuant to section 311 (e) of that act, on June 30, 1950. 

While this Office has no special information as to the need or desirability of the 
proposed legislation, it knows of no reason, should the Congress determine that 
the charters in question again should be extended, to recommend against the 
adoption of Senate Joint Resolution 57. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


DEPARTMENT OF STATE, 
March 20, 1951. 
Hon. ALBEN W. BarRKLFEy, 
President of the Senate. 


My Dear Mr. Vice PreEsIpEntT: As you are aware, section 306 (a) of Public 
Law 370 of the Seventy-ninth Congress established a policy concerning the 
restoration and improvement of interisland commerce in the Philippines. The 
pertinent section of that law reads as follows: 

“In order to restore and improve interisland commerce in the Philippines, 
notwithstanding the provisions of any existing law, the United States Maritime 
Commission is authorized to charter under such terms and conditions (including 
nominal rates of charter hire) vessels suitable for operation in the interisland 
commerce of the Philippines to individuals, corporations, or cooperatives or other 
forms of business organizations in the Philippines if the Commission determines 
that they possess the ability, experience, financial resources, and other qualifica- 
tions necessary to enable them to operate and maintain the vessel in the inter- 
island commerce in the Philippines: Provided, That any charter entered into 
under the authority of this section shall contain a provision requiring that the 
vessel shall be operated only in the interisland commerce in the Philippines.” 

This legislation was strongly supported by the Department of State at the 
time it was passed as virtually all vessels which had previously operated in the 
Philippine interisland trade were destroyed during the war and it was the purpose 
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of Public Law 370 to restore as rapidly as possible the normal economy and 
trade of the Philippines. Pursuant to this and subsequent legislation, the Mari- 
time Administration has entered into charter agreements with certain operators 
in the Philippines for a sma!l number of vessels and these charters have been 
renewed as they expired. The Department of State understands that the present 
charters will terminate on Apri! 30, 1951, and that further legislation must be 
passed in order to enable the Maritime Administration to extend further these 
charters. Accordingly, I am enelosing herewith a draft of a proposed joint 
resolution under which the Maritime Administration would be enabled to extend 
these charters from April 30, 1951, to April 30, 1954. 

The United States Ambassador to the Philippines has recommended that the 
Department support legislation which would enable the Maritime Administration 
to permit the continuation of the operation of these vessels in Philippine commerce 
under the charter arrangement. The Ambassador has undoubtedly been per- 
suaded to make such a recommendation by the fact that the chartered vessels 
sarry nearly 40 percent of the Philippine interis!land commerce and this inter- 
island commerce would be severely crippled if these vessels were abruptly with- 
drawn. It appears that if these eharters are discontinued as of April 30, 1951, 
this Government will be put to considerable expense to return the vessels to the 
United States. The United States is now receiving charter hire equivalent to 
10 percent of the statutory sales price of each of the vessels now under charter 
to the Philippine operators. It.would seem, therefore, that the approval of 
legislation of the type which is suggested in the enclosure would be financially 
beneficial to the United States Government and at the same time of considerable 
assistance in maintaining a sound economy in the Philippines, an objective which 
this Government considers of paramount importance. 

The Department, therefore, strongly urges that favorable consideration be 
given to the principle proposed in the enclosed draft joint resolution with a view 
to the passage of such legislation as may be required to enable the Maritime Ad- 
ministration to extend these charters. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the presentation of this proposed legislation to the Congress for 
its consideration. 

A similar communication is being forwarded to the Speaker of the House of 
Representatives. 

Sincerely yours, 
DeAaN ACHESON. 


O 
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SERVICE LIFE INSURANCE 


Aprit 17, 1951 Ordered to be printed 


Mr. Greoraes, from the Committee on Finance, submitted the following 


REPORT 


> 


[To accompany H. R. 321] 


The Committee on Finance, to whom was referred the bill (H. R 
321) to provide that on and after January 1, 1952, dividends on 
national service life insurance shall be applied in payment of premiums 
unless the insured has requested payment of dividends in cash, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means as follows: 


EXPLANATION OF THE BILL 


With the declaration of dividends on national service life insurance, 
many cases have been called to the attention of the committee seeking 
to have dividends applied to the payment of premiums which would 
have extended the insurance, thus avoiding a lapse and permitting 
the beneficiary to receive the face value of the policy upon the death 
of the insured. 

The committee learned during hearings conducted by a subcom- 
mittee during the Eighty-first Congress that most commercial insur- 
ance companies provide that when a policy lapses, any dividend 
accumulations or other money due the policyholder will be used in 
any manner possible to extend the life of the policy and thus provide 
protection for the beneficiary and policyholder. 

The committee is of the opmion that this is a sound policy and 
believes in the future it should be applicable to national service life 
insurance. 

The bill provides that when any dividend is payable after January 
1, 1952, unless the veteran policyholder has advised the Veterans’ 
Administration in writing that the dividend is to be paid in cash, any 
dividend accumulated and unpaid at the time a premium is due and 
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unpaid shall be used for the payment of premium. Thus, if a policy 
is about to lapse for nonpayment of premium and dividends are 
payable, the premiums will be paid for such time as the dividends will 
permit and the policy lapse only when the dividends are exhausted. 

A veteran who continues to pay his premiums and does not draw 
dividends would have the dividends accumulated in the national 
service life insurance fund and be entitled to receive interest on such 
accumulation based on the rate of interest as determined by regulation 
of the Secretary of the Treasury and the Veterans’ Administration. 
He would also be entitled to withdraw.a portion or all of the dividends 
accumulated at his own election, and revert to a cash payment, if 
desired. 

The committee believes that this legislation is wise, since it will give 
the policyholder and the beneficiary added protection which they do 
not now possess. No additional cost will accrue to the Government 
as a result of this legislation. Neither will it place any additional 
liability upon the national service life insurance fund. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
Washington, D. C., February 20, 1951. 
Hon. Joun E. RAnkIN, 

Chairman, Committee on Veterans’ Affairs, 

House of Representatives, Washington, D. C. 

Dear Mr. Ranein: This is in reply to your request for a report on H. R. 321 
Eighty-second Congress, a bill to provide that on and after January 1, 1952, divi- 
dends on national service life insurance shall be applied in payment of premiums 
unless the insured has requested payment of dividends in cash. 

The purpose of the bill is to amend section 602 (f) of the National Service Life 
Insurance Act of 1940, as amended, to provide that until and unless the Veterans’ 
Administration has received from an insured a request in writing for payment in 
eash, any dividend accumulations and unpaid dividends shall be applied in pay- 
ment of premiums becoming due on insurance subsequent to the date the dividend 
is payable after January 1, 1952. 

Except as to the change in date from January 1, 1951, to January 1, 1952, 
H. R. 321 is identical with H. R. 8236, Eighty-first Congress, on which the 
Veterans’ Administration submitted a report to your committee under date of 
May 5, 1950 (Committee Print No. 257), a copy of which is enclosed. The views 
expressed in the mentioned report on H. R. 8236 are equally applicable to H. R. 
321, Eighty-second Congress. As stated in that report, in the opinion of the 
Veterans’ Administration, the enactment of such a proposal would not be in the 
best interests of the policyholders. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., May 5, 1950. 
Hon. Joun E. RANKIN, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Rankin: This is in reply to your request for a report on H. R. 
8236, Eighty-first Congress, a bill to provide that on and after January 1, 1951, 
dividends on national service life insurance shall be applied in payment of pre- 
miums unless the insured has requested payment of dividends in cash. 

The purpose of the bill is to amend section 602 (f) of the National Service Life 
Insurance Act of 1940, as amended, to provide that until and unless the Veterans’ 
Administration has received from an insured a request in writing for payment in 
cash, any dividend accumulations and unpaid dividends shall be applied in pay- 
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ment of premiums becoming due on insurance subsequent to the date the dividend 
is payable after January 1, 1951. 

To amend section 602 (f) as proposed would substitute an automatic applica- 
tion of the dividend as a premium payment for an optional one, since under the 
present law the contract provides that dividends may not be used for the payment 
of premiums except upon the written request of the insured. In the case of divi- 
dends on term insurance the contract requires that dividends be paid in cash only. 
The effect of the proposed law would be to impose a condition on the insured’s 
right to receive his dividends in cash, a condition which does not exist in outstand- 
ing policies. Therefore, the provisions of the bill are contrary to the provisions of 
existing insurance contracts and would present a justiciable question which would 
require judicial determination. 

Dividends are the return to the insured of his proportionate share of the assets 
which the result of experience shows is not required to cover the risk. Upon a 
determination that a dividend is payable, the insurer is no longer entitled to retain 
the amount due and must discharge the obligation to pay. The only exception is 
when the insured specifically requests the insurer to dispose of the funds in some 
other manner. In other words, automatic payment to the insured is the rule and 
application of a dividend to the payment of premiums is the exception. 

While the bill does permit the insured to receive dividends in cash if he so 
desires, it should be borne in mind that the basis of the structure of Government 
life insurance is that the application for and retention of the insurance coverage 
is entirely voluntary. It is believed that the enactment of the bill could place 
the Government in the position of having maintained in force, by use of a ve teran’s 
money, insurance which that veteran did not want. 

It should be noted that if the automatic application of dividends to payment 
of premiums is held not to be binding upon the insured, a demand could be made 
for payment of the dividend in cash after it had been applied to the payment of 
premiums and even after the period during which such premiums had been 
earned. This could result in what in effect would be a double payment of the 
dividend, especially as to persons who hold policies requiring that the dividend 
be paid in cash. 

While no estimate of cost can be made, it is obvious that the accounting proc- 
esses would be unnecessarily complicated by the automatic application of dividend 
credits to premium payments. 

In the opinion of the Veterans’ Administration, the enactment of this bill would 
not be in the best interests of the policyholders. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Cari R. Gray, Jr., Administrator. 


CHANGES [IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows: (new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


Section 602 (f) or Puspiic Law 801 or SEVENTY-SIXTH CONGRESS, AS 
AMENDED (NATIONAL SERVICE LiFE INSURANCE AC1 


(f) Such insurance may be issued on the following plans: Five-year level pre- 
mium term, ordinary life, twenty-payment life, thirty-payment life, twenty-year 
endowment, endowment at age sixty, and endowment at age sixty-five. Level 
premium term insurance may be converted as of the date when any premiun 
becomes or has become due, or exchanged as of the date of the original poli 

upon payment of the difference in reserve, at any time while such insurance is in 
force and within the term period to any of the foregoing permanent plans of insur- 
ance, except that conversion to an endowment plan may not be made while the 
insured is totally disabled. All level premium term policies, except as provided 
below, shall cease and terminate at the expiration of the term period: Provided, 
That at the expiration of the term period any national service life insurance policy 
which was issued on a five-year level premium term plan before January 1, 1948 
and which has not been exchanged or converted to a permanent plan of insurance, 
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may be renewed as level premium term insurance for an additional period of five 
years at the premium rate for the then attained age without medical examination, 
provided, the required premiums are tendered prior to the expiration of the first 
term period: Provided further, That in any case in which the insured is shown by 
evidence satisfactory to the Administrator to be totally disabled at the expiration 
of the level premium term period of his insurance under conditions which would 
entitle him to continued insurance protection but for such expiration, such insur- 
ance, if subject to renewal under this provision, shall be automatically renewed 
for an additional period of five years at the premium rate for the then attained 
age, unless the insured has elected insurance on some other available plan. Pro- 
visions for cash, loan, paid-up, and extended values, dividends from gains and 
savings refund of unearned premiums, and such other provisions as may be found 
to be reasonable and practicable may be provided for in the policy of insurance 
from time to time by regulations promulgated by the Administrator: Provided 
further, That until and unless the Veterans’ Administration has received from the 
insured a request in writing for payment in cash, any dividend accumulations and 
unpaid dividends shall be applied in payment of premiums becoming due on insurance 
subsequent to the date the dividend is payable after January 1, 1952. 
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AMENDING SECTION 10, PUBLIC LAW 378, EIGHTY-FIRST 
CONGRESS 





ApriL 17, 1951.—Ordered to be printed 


————— 


Mr. GeorGeg, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 2654] 


The Committee on Finance, to whom was referred the bill (H. R. 
2654) to amend section 10 of Public Law 378, Eighty-first Congress, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


GENERAL STATEMENT 


The purpose of this bill is to extend until January 1, 1952, the period 
during which a claim for a refund may be filed under section 939 of 
the Internal Revenue Céde. This section, which was added by sec- 
tion 10 (a) of Public Law 378 of the Eighty-first Congress, allows an 
exemption from the additional estate tax for the estates of citizens or 
residents of the United States dying on or after December 7, 1941, 
and before January 1, 1947, while in active service in the military or 
naval forces of the United States or of any of the other United Nations, 
if the decedent was killed in action or died as a result of wounds or 
other injuries, or of disease, suffered while in line of duty by reason 
of a hazard to which he was subjected as incident to his military or 
naval service. Subsection (b) of section 10 extended to October 25, 
1950, the time during which claim for refund of an overpayment 
resulting from the application of section 10 might be made if such 
refund was prevented on October 25, 1949) the date of enactment of 
Public Law 378), or within 1 year thereafter by the operation of any 
law or rule of law (other than sec. 3761 of the Internal Revenue Code, 
relating to compromises). 

The attention of your committee has been called to the fact that in 
some cases estates of deceased servicemen have not had an opportunity 
within the prescribed time to invoke the benefits intended by the Con- 
gress under section 10 of Public Law 378, and your committee believes 
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therefore that it is only fair to permit these estates to have additional 
time within which to file claims for refund. Since no interest is per- 
mitted on any refund and since the number of estates which have not 
been able to file timely claims is small, the loss of revenue will be 
inconsequential. 


The Treasury Department has no objection to the enactment of 
this bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Serate, changes in existing law made by the bill are as 
follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, existing law in which no 
change is proposed is shown in roman): 


SuBsectTIon (B) or Section 10 or Act or Ocrosper 25 1949 (Pusiic Law 378, 
S8ist Cons.) 


Sec. 10. Exemprion From THE ADDITIONAL Estate TAx FOR CERTAIN 
MEMBERS OF ARMED FORCEs. 


je) >. = s 


(b) If the refund of any overpayment resulting from the application of this 
section is prevented on the date of the enactment of this Act, or [within one year 
from such date] at any time prior to January 1, 1952, by the operation of any law 
or rule of law (other than section 3761 of the Internal Revenue Code, relating to 
compromises), refund of such overpayment may, nevertheless, be made if claim 
therefor is filed [within one year from the date of the enactment of this Act] 
prior to January 1, 1952. 

O 
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TRANSFER OF LAND TO TUSKEGEE INSTITU 
Apri 17, 1951.—Ordered to be printed 


Mr. Groree, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 2685] 


The Committee on Finance, to whom was referred the bill (H. R. 
2685) to authorize the Administrator of Veterans’ Affairs to reconvey 
to Tuskegee Institute a tract of land in Macon County, Ala., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The bill authorizes the Administrator of Veterans’ Affairs to transfer 
to Tuskegee Institute approximately 100 acres within the present 
boundaries of the Veterans’ Administration hospital reservation in 
Macon County, Ala. The hospital is located on a tract of approxi- 
mately 513 acres which adjoins the Tuskegee Institute. 

A portion of the present Veterans’ Administration reservation was 
donated to the United States by the institute in 1922. The 100 acres 
covered by this bill are part of the land donated and the return of 
this land is sought for the purpose of instructing students in occupa- 
tional therapy. The tract is unimproved and in recent years only 14 
acres of the tract have been used by the Veterans’ Administration. 

The land sought to be transferred has an estimated value of $50 per 
acre or a total estimated value of $5,000. The return of the land to 
the Tuskegee Institute will not interfere with the activities of the 
Veterans’ Administration and apparently will prove useful to the 
institute. No additional appropriation will be required to complete 
this transfer. 
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The Veterans’ Administration report recommending favorable 
consideration of this proposal follows: 


VETERANS’ ADMINISTRATION, 
Washington, D. C., March 29, 1951. 
Hon. Water F. Greorcpn, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


Dear Senator GeorGE: This is the response to your request of March 26, 
1951, for a report by the Veterans’ Administration on H. R. 2685, Eighty-second 
Congress, an act to authorize the Administrator of Veterans’ Affairs to reconvey 
to Tuskegee Institute a tract of land in Macon County, Ala., which passed the 
House of Representatives on March 19, 1951. 

The purpose of this bill is to authorize the Administrator of Veterans’ Affairs 
to reconvey by quitclaim deed to Tuskegee Institute, formerly known as Tuskegee 
Normal and Industrial Institute, without monetary consideration, 100 acres, 
more or less, of certain described land located within the present boundaries of 
the Veterans’ Administration hospital reservation in Macon County, Ala. 

The Veterans’ Administration hospital, Tuskegee, Ala., is located on a tract of 
approximately 513 acres, which adjoins the Tuskegee Institute. A portion of 
the Veterans’ Administration reservation was donated to the United States for 
this hospital by the institute in 1922. The 100 acres covered by the bill are part 
of the land donated at that time, and return of such acreage has been requested 
by the President of Tuskegee Institute for use in the instruction of students in 
occupational therapy. The tract in question is unimproved and densely wooded, 
and in recent years the Veterans’ Administration has utilized only about 14 
acres of such land for a hog range and general farm field crops. There is an abun- 
dant reserve of standing timber available elsewhere on the reservation, and there 
will remain, in the event the bill is enacted, adequate acreage for all present pur- 
poses and foreseeable expansion. 

The tract of land proposed for transfer has an estimated value of $50 per acre, 
or approximately $5,000 for the entire tract. It is surrounded on three sides by 
land now owned by Tuskegee Institute, and is more than 1,000 feet distant from 
the nearest Veterans’ Administration hospital building. The return of the land 
to the Tuskegee Institute will not interfere with the activities of the Veterans’ 
Administration hospital, and apparently this additional land will prove useful 
to Tuskegee Institute. It is noted that, in view of section 2 of H. R. 2685, the 
Government is assured of the inclusion in the conveyance of provisions which 
will adequately protect its interests. 

There is enclosed for the use of the committee a map of the Veterans’ Adminis- 
tration hospital reservation, Tuskegee, Ala., which shows the land described in 
the bill. 

The enactment of H. R. 2685 will not require an additional appropriation. 
For the reasons indicated, and also in view of the cordial relationship through 
the years between the Veterans’ Administration hospital and the adjoining 
Tuskegee Institute, the Veterans’ Administration recommends favorable con- 
sideration of the bill. 

Advice was received from the Bureau of the Budget that there would be no 
objection to the presentation of a similar report to the House Committee on 
Veterans’ Affairs. 

Sincerely yours, 
Caru R. Gray, Jr., Administrator. 


(For copy of map see House Veterans’ Affairs Committee Report 


No. 238.) 
O 
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AMENDING SECTION 153 (B) OF THE INTERNAL REVENUE 
CODE 


Aprit 17, 1951.—Ordered to be printed 


Mr. GeorGe, from the Committee on Finance, submitted the following 
REPORT 
[To accompany H. R. 3196] 


The Committee on Finance, to whom was referred the bill (H.R. 
3196) to amend section 153 (b) of the Internal Revenue Code, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


GENERAL STATEMENT 


The Revenue Act of 1950 added section 153 (b) to the Internal 
Revenue Code. This section requires trusts which claim charitable 
deductions under section 162 (a) of the code for 1950 and subsequent 
years to file an information return containing certain detailed infor- 
mation regarding the operation of the trust. Section 153 (b) was 
enacted by the Congress as a part of its tax program to prevent the 
unreasonable accumulations of income of trusts claiming charitable 
deductions by providing the charitable beneficiary and the general 
public with information on the amount of income accumulated 
tax-free. 

The attention of your committee has been called to the fact that 
as presently enacted section 153 (b) includes many trusts under which 
all the income for trust-accounting purposes must be distributed 
currently to the income beneficiary. In these cases no useful purpose 
is served by the requirements of section 153 (b) since the trustee has 
no discretion to accumulate amounts which are income for trust 
purposes but is bound by the trust instrument to distribute all such 
income each year to the beneficiary. In such cases accumulations 
for the beria fit of charitable remaindermen, deductible under section 
162 (a), occur only where income for tax purposes is not treated as 
income under the applicable trust law, as may occur in the case of 
capital gains. 
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The purpose of this bill is therefore simply to relieve trusts under 
which all the trust net income must be distributed currently each 
year to the beneficiary from the obligation of filing the special return 
required by section 153 (b) of the code. Furnishing the information 
required under section 153 (b) in these cases would involve a careful 
analysis of innumerable trusts and the making of complex calculations 
for past years which would impose a heavy burden and considerable 
unnecessary expense upon fiduciaries. Since the furnishing of infor- 
mation in these cases is not necessary to ac complish the purpose for 
which section 153 (b) was enacted, your committee believes it impor- 
tant to relieve fiduciaries of this obligation. 

Since this bill deals only with the necessity for filing information 
returns, there is no loss of revenue involved. The Treasury Depart- 
ment has no objection to this bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


INTERNAL REVENUE CODE 


SEC. 153. INFORMATION REQUIRED FROM CERTAIN TAX-EXEMPT 
ORGANIZATIONS AND CERTAIN TRUSTS. 


- * * * * * * 

(b) Trusts CLAIMING CHARITABLE, Erc., DepucTionNs UNDER Section 162 
(a).—Every trust claiming a charitable, etc., deduction under section 162 (a) for 
the taxable year shall furnish information with respect to such taxable year, at 
such time and in such manner as the Secretary may by regulations prescribe, 
setting forth— 

(1) the amount of the charitable, etc., deduction taken under section 162. 
(a) within such year (showing separately the amount of such deduction which 
was paid out and the amount which was permanently set aside for charitable, 
etc., purposes during such year), 

(2) the amount paid out within such year which represents amounts for 
which charitable, etc., deductions under section 162 (a) have been taken in 
prior years, 

(3) the amount for which charitable, etc., deductions have been taken in 
prior years but which has not been paid out at the beginning of such year, 

(4) the amount paid out of principal in the current and prior years for 
charitable, etc., purposes, 

(5) the total income of the trust within such year and the expenses attribut- 
able thereto, and 

(6) a balance sheet showing the assets, liabilities, and net worth of the 
trust as of the beginning of such year. 

This subsection shall not apply in the case of a taxable year if all the net income 
for such year, determined under the applicable principles of the law of trusts, is 
required to be distributed currently to the beneficiaries. 


O 
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COPPER IMPORT-TAX SUSPENSION 
Aprit 17, 1951.—Ordered to be printed 


Mr. Greorae, from the Committee on Finance, submitted the following 


REPORT 
(To accompany H. 


The Committee on Finance, to whom was referred the bill (H. R. 
3336) to suspend certain import taxes on copper, having considered 
thesame, report favorably thereon with an amendment and recommend 
that the bill do pass. 

The committee amendment is as follows: 

“On page 2, line 2, after ‘1953’, insert the following: ‘, or the termi- 
nation of the national emergency proclaimed by the President on 
December 16, 1950, whichever is earlier’.”’ 


PURPOSE 


The purpose of this bill is to provide an exemption of copper, 
copper-bearing ores and concentrates, and various articles containing 
copper, from the import tax imposed by section 3425 of the Inter- 
nal Revenue Code. The exemption would apply with respect to 
articles entered for consumption, or withdrawn from warehouse for 
consumption, during the period beginning April 1, 1951, and ending 
with the close of February 15, 1953. Your committee’s amendment 
ends the suspension of the copper import tax with the termination of 
the present emergency if this occurs before February 15, 1953, since 
the purpose of the bill is to provide additional copper during the 
emergency period. 

The import taxes in question are 

(1) Four cents a pound on the semper content of copper- 
bearing ores and concentrates and of the articles specified in 
certain enumerated paragraphs of the Tariff Act of 1930; 

(2) Three cents a pound on an article not taxable under (1 
above if it is dutiable under the Tariff Act of 1930, and if copper 
is the component material of chief value; and 
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Three percent ad valorem, or three-quarters of 1 cent per 
pound, whichever is the lower, on an article not taxable under 
(1) or (2) above, if it is dutiable under the Tariff Act of 1930, and 
contains 4 percent or more of copper by weight. 

The exemption from the import tax provided by this bill for the 
period specified is identical in scope with the suspension of tax on 
copper provided by Public Law 33, Eighty-first Congress, first session, 
which expired with the close of June 30, 1950, except for a proviso 
for revocation of the suspension in the event the price of copper falls 
below 24 cents per pound. The suspension would not apply to 
copper sulfate or to composition metals which, as alloys of copper, are 
suitable for processing into casting without further re ‘fining or alloying. 

Under the proviso included in the bill, when for any one calendar 
month during the period of the suspension of the import tax the 
average market price of electrolytic copper for that month has fallen 
below 24 cents per pound, delivered Connecticut Valley, the Tariff 
Commission is required to give notice to the President within 15 days 
after the end of such month. Within 20 days thereafter, the President 
would be required to revoke the suspension of the import tax which 
revocation would be effective on the date of his proclamation. The 
bill also includes instructions to the Tariff Commission for determining 
the average market price of electrolytic copper for each calendar 
month. 

GENERAL STATEMENT 


The interested executive departments have expressed their support 
of legislation to suspend the import tax on copper. 


The Department of Defense, in recommending the suspension of the 
tax, advised: 


Copper is in general short supply the world over. Serious difficulties are being 
experienced in building up the stockpile. As the rearmament program increases 
in tempo, additional conservation measures will have to be undertaken. Serious 
consideration is now being given to international allocation schemes of this and 
other materials in short supply. Under such conditions for the indefinite future, 
import restrictions have little significance except as an added handicap to access 
to foreign supplies. 


The Department of the Interior, in recommending enactment of 
similar legislation, stated: 

The present demand for copper is so great that domestic producers are supply- 
ing only about 65 percent of the requirements, and imports must be relied upon 
for the remaining amount of about 35 percent. In view of this unusual current 
demand and the very great estimated requirements for the future, this Depart- 
ment does not believe that the suspension of copper import taxes for any reason- 
able period could injure the domestic mining industry. 

The Departments of Commerce and State stressed the importance 
of the suspension, not only to meet our domestic military and indus- 
trial needs, but to advance the relations between the United States 
and Chile, our largest source of supply of imported copper. 

The Treasury De :partment anticipates no unusual administrative 
difficulties under the proposed legislation. 





COPPER IMPORT-TAX SUSPENSION 3 


CONCLUSION 


Despite the unanimous assurances of all the departments and agen- 
cies of the Government that suspension of the import tax on copper 
under present and foreseeable conditions could not adversely affect 
domestic producers of copper, the bill contains its own assurance in 
the interest of the domestic copper-mining industry by providing for 
revocation of the suspension whenever the price of copper falls below 
the price of 24 cents per pound. Accordingly, the committee is 
unanimous in recommending prompt enactment of the bill, as 
amended. 


O 
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CURT EDWARD FRIESE 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany 8S. 1054] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1054) for the relief of Curt Edward Friese, having considered the 
same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Curt Edward Friese. The bill provides for 
the payment of the required visa fee and head tax and for the appro- 
priate quota deduction. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old native and citizen of 
Germany who last entered the United States in 1948 for the purpose 
of appearing as a witness in certain treason cases. He is presently 
employed as a language instructor on the faculty at Carleton College, 
Northfield, Minn., where his character and integrity are said to be 
excellent. 

A letter dated February 24, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
General with reference to S. 2403, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, D. C., February 24, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2403) for the relief of Curt Edward 
Friese, an alien. 

The bill would provide that Curt Edward Friese shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
his last entry, upon the payment of the visa fee and head tax. It would also direct 
the Secretary of State to instruct the quota-control officer to deduct one number 
from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Curt Edward Friese is a native and citizen of Germany, having been 
born in Bremen on September 29, 1915. He entered the United States at the 
National Airport in Washington, D. C., on September 5, 1948, when he was ad- 
mitted on presentation of a temporary German military travel document, valid 
until September 1, 1949, for the purpose of serving as a witness, together with 29 
other German nationals, in the treason case against Martin J. Monti, a United 
States citizen and former member of the United States Armed Forces. Monti 
was indicted by a Federal grand jury, pleaded guilty to the charges, and was sen- 
tenced. Some of the German witnesses were thereupon returned to Germany. 
Dr. Friese, however, was also a witness in the treason trial of Dr. Herbert John 
Burgman, which was completed on November 15, 1949. While waiting to be 
called as a witness in the latter trial Dr. Friese accepted employment as an instruc- 
tor in the German language at Carleton College, Northfield, Minn., arriving there 
on September 16, 1949. He has a contract with the college for 1 year with the 
possibility of a renewal. He stated that he desires to remain here permanently 
and bring his wife, a native and citizen of Germany, presently residing in Bremen, 
to this country. He has a distant cousin in this country, residing in Chicago. 

The files further reflect that the alien was in the United States as a visitor from 
October 1935 until September 1936, during which time ne studied at Columbia 
University in New York City. He was in the German Army from November 1937 
until June 1942. In September 1939, he was wounded during the invasion of 
Poland, was hospitalized until 1941 and given a furlough to continue his studies 
at the University of Berlin, where he studied law and the Japanese langugage. He 
was discharged from the German Army in 1942 on disability. Thereafter he 
taught English and Latin for 1 year in a girls’ high school in Berlin. From 1943 
until 1945, he worked in the German Foreign Office as an interpreter of the Japa- 
nese language, and from May 1945 until September 1948, he was assistant to the 
president of the senate of the state of Bremen, Germany, at which itme he in- 
terpreted from the German to the English language and vice versa for the president, 
and also was in charge of correspondence between the German administration and 
the American military government. While in this country he has supported 
himself by witness fees, by employment at Marshall Field & Co. in Chicago, and 
by his teaching at Carelton College, where his salary, he stated, is to be $3,000 a 
year. He appears to be amply able to support himself if permitted to remain in 
this country. Individuals interviewed spoke favorably of him. 

It is noted that Dr. Friese held membership in the Nazi Party, but he alleges 
that he was prompted to apply for membership in the party in 1937 because at 
that time it was necessary for any young persons who aspired to a governmental 
postion to be a member of the Nazi organization. He claims that he was never 
politically interested and never attended any meetings. The record also indicates 
that, after being wounded during the war, Dr. Friese was placed in charge of 
planning programs on Radio Berlin, which was the main radio program for short- 
wave propaganda broadcasts, as well as other broadcasts. He stated, however, 
that he did not compose any of the scripts, but merely checked those composed by 
a Japanese who delivered them. 

The quota of Germany, to which the alien is chargeable, is oversubscribed, and 
a quota immigration visa is not readily obtainable. The record fails, however, to 
present considerations sufficient to justify the enactment of special legislation 
granting him a preference over the many other aliens abroad who are awaiting an 
opportunity to come to this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the measure. 

Yours sincerely, 
Peyton Forp, 
Thé Assistant to the Attorney General. 
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Senator Thye, the sponsor of the bill, has submitted the following 

information relative to the case: 
UNITED STATES SENATE, 
Washington, D. C., April 21, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator McCarran: In support of my request that the Senate Com- 
mittee on the Judiciary act favorably upon S. 2403 for the relief of Curt Edward 
Friese, I submit the following documents: 

1. Copy of letter of Gen. Lucius Clay, formerly head of our mission in Germany, 
who came into frequent official contact with Dr. Friese in the postwar period. 

2. Affidavit of Dr. Laurence M. Gould of Carleton College, on whose faculty 
Dr. Friese is serving with distinction. 

3. Affidavit of Dr. Friese relative to his nominal Nazi affiliation as reported in 
the letter of the Department of Justice dated February 24. 

In connection with the letter from General Clay I wish to point out to the Com- 
mittee that Minister-President Wilhelm Kaisen, to whom he refers, is president 
of the senate of the state of Bremen and lord mayor of Bremen. Currently on an 
official state visit to the United States, this German official with whom Dr. Friese 
was in close daily contact is generally regarded as one of the strongest leaders of 
mene thought in Germany and an uncompromising opponent of the Nazi 
arty. 

I call attention of the committee again to my letter of August 16, 1949, wherein 
I referred to the statement of Hon. Peyton Ford, the Assistant to the Attorney 
General, that Dr. Friese was most cooperative and helpful in working with the 
Department and that he was a reliable and credible witness for our Government. 

May I add, for the information of the committee, that I did not know of the nom- 
inal Nazi membership referred to in the immigration report at the time I intro- 
duced the bill, nor was I advised of it by the Department of Justice, which furnished 
me with various commendatory statements and information with reference to 
Dr. Friese. Presumably it was unimportant since Dr. Friese had been thoroughly 
investigated by the allied authorities, and found to have a clean record, before 
being entrusted with various responsibilities in the relations between our occupying 
authorities and the German people. 

I am now more thoroughly convinced than I was when I offered S. 2403 of the 
complete integrity and the superior contributions which he can make to our 
American life as a permanent resident of the United States. I need hardly 
advise the committee of my personal opposition to the Nazi regime and, while I 
regret the reference to Dr. Friese’s nominal party membership, I believe the facts in 
the case must be properly and fairly evaluated as a matter of simple justice and 
honor. If that is done, I believe that the desirability of granting Dr. Friese the 
high privileges of admission to the United States would be irrefutably established. 

Therefore, I earnestly and respectfully request that the Committee on the 
Judiciary favorably consider 8. 2403, and that as early action as possible be taken 
in the matter. 

Sincerely yours, 
Epwarp J. Tuye. 


The documents referred to in Senator Thye’s letter read as follows: 


Britmore, N. C., April 16, 1950. 

Dear SENATOR TuyeE: I remember Dr. Curt E. Friese because he interpreted 
for me on a visit to Bremen and also from his attendance from time to time at the 
Council of States when Minister-President Kaisen could not attend. 

I was favorably impressed with him and I know that sincerely democratic 
Germans held him in respect. 

I did not know of his affiliations with the Nazi Party. I assume he was found 
by German courts to be only a follower or else he would not be here today. If 
I had the details at hand, I could give you a better report. As it is, all I can say 
is that from my experience with and knowledge of Dr. Friese, I believe if he was 
ever even a minor Nazi, that he has become a sincere believer in democracy and 
freedom. 

Sincerely yours, 
Lucius D. Cuay, 
General, United States Army. 
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STATE OF MINNESOTA, 
County of Rice, ss: 

Laurence M. Gould, being first duly sworn, deposes and says that he is the duly 
elected, qualified, and acting president of Carleton College, a Minnesota corpora- 
tion organized and established under the laws of the State of Minnesota, and that 
the following information concerning Dr. Curt Eduard Friese is true. 

Dr. Curt Eduard Friese has been an instructor in the Department of German of 
Carleton College for the present academic year of 1949-50. He has fulfilled his 
position with great credit to himself and to all concerned. He has impressed his 
fellow faculty colleagues by the breadth of his scholarship, as well as the excellence 
of his teaching. In every respect he has been fully cooperative and has won a 
place of lasting merit in the good will and confidence of all who have come to know 
him. 

I made careful inquiries about Dr. Friese before appointing him to a position on 
the faculty of Carleton College. I am aware of his affiliation with the Nazi 
Party in Germany, and after making a thorough survey of the conditions concern- 
ing it, I am persuaded that it is no reflection upon his integrity. Dr. Friese 
avoided as long as he could participation in the activities of the Nazi Party. He 
went to such extremes to avoid it that relations were broken off between himself 
and his brother and his family. I am persuaded that his limited affiliation with 
the Nazi Party was the result of coercion and never in any case of a sympathy 
with their methods or purposes on the part of Dr. Friese himself. I am persuaded 
that it would have been extremely difficult for Dr. Friese to have followed any 
course other than that which he did follow. 

During the past year members of our faculty who have worked with Dr. Friese 
have had ample opportunities to become acquainted with him and to know of his 
genuine interest in democratic institutions. Without exception, all of his fellow 
staff members are completely confident of his integrity, of his genuine interest in 
democratic institutions, and of his sincere desire to identify his life with such 
institutions as a citizen of the United States of America. 

I am persuaded that Dr. Friese is the kind of German who would be a great 
asset to these United States as one of its citizens. The birth, the growth, and 
the development of these United States have owed much to the integrity of 
people of German extraction like Dr. Friese. 

Subscribed and sworn to me the 18th day of April, 1950. 


LAURENCE M. Gou Lp. 


[SEAL] Canpbace L. Mosgs, 
Notary Public, Rice County, Minn, 
My commission expires August 22, 1954. 





STATE OF MINNESOTA, 
County of Rice, ss: 
Curt Eduard Friese being first duly sworn deposes and submits the following 
information in support of his desire to be admitted to the United States for 
permanent residence and eventually become a United States citizen: 


1. Contribution to the rebuilding of democracy in Germany after the war 


In May 1945, when German administrations were first set up by the United 
States Military Government, I went to work for the government of the state of 
Bremen, one of the four states of the United States occupation zone in Germany. 
Until August 1948, when I was brought to the United States by the United States 
Department of Justice as a witness for the Government, I was in charge of all 
correspondence as well as of daily working contact between the office of United 
States Military Government and the German administration. I interpreted at, 
and kept the official minutes of, all conferences between the president and other 
high officials of the Bremen government and Allied officials. I interpreted 
repeatedly for Gen. Lucius D. Clay and Ambassador Murphy. In 1947 I repre- 
sented the state of Bremen as a deputy at the meetings of the Council of States 
of the United States Zone of Occupation and also at the meetings of the Council 
of Minister Presidents of the British Zone. For one period, until I asked to be 
relieved of this duty, I was the official keeper of the minutes of the meetings of 
the Bremen Senate. 

In all this, no doubt was cast upon my trustworthiness and my desire to serve 
democracy. Because of the responsible nature of my work, I was thoroughly 
investigated by both the German and Allied authorities and was found to have 
a clean record, except for my nominal membership in the Nazi Party. 
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2. Nazi affiliation 

I applied for membership in 1936 but received no reply until 1938, when I was 
sent a card as a membership applicant. This was the customary status of per- 
sons who were not yet admitted as full members but had to pay dues. However, 
I had been drafted into the Army in 1937, and since during service in the Armed 
Forces all political connections rested, my membership remained theoretical. In 
1942 I was discharged from the Army because of severe injuries received in action. 
I failed to report to the party, but they found out in 1943 and exacted the usual 
dues until the end of the war. However, I never took part in any party activities, 
nor did I ever hold any office whatsoever. 
8. Work at the Foreign Office during the war 

I was hired by the Foreign Office in 1943 because of my knowledge of languages, 
particularly Japanese. My duties at first consisted in monitoring and translating 
Japanese language broadcasts emanating from Berlin and London. Later, be- 
cause of the futility of this and my knowledge of English, | was put to work trans- 
lating into English broadcasting scripts prepared by the Foreign Office and some- 
times speaking them. However, I was never in charge of planning broadcasting 
programs; nor was I given any position of trust or responsibility. Throughout 
the time of my employment at the Foreign Office, I held the lowest position pos- 
sible for a university graduate (‘‘scientifie assistant”’ 

Curt Epvarp FRI&£s! 
Subscribed and sworn to me the 18th day of April 1950. 
[SEAL] Canpace L. Mosgs, 
Notary Public, Rice County, Minn. 

My commission expires August 22, 1950. 

" , : ; ; 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1054) should be enacted. 


O 
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DR. FRANCESCO DRAGO 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany S. 1092] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1092) for the relief of Dr. Francesco Drago, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. Francesco Drago, who is engaged in re- 
search work in tuberculosis and other related conditions. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


A bill, H. R. 4806, which was a bill introduced in the Eighty-first 
Congress for the relief of Dr. Francesco Drago, was approved by both 
Houses of the Congress and submitted to the President. On August 
14, 1950, the President vetoed the bill for the reason stated in his 
message, which reads as follows: 

To the House of Representatives: 

I return herewith, without my approval, H. R. 4806, for the relief of Dr. 
Francesco Drago. 

The bill would provide that, upon payment of the required head tax and visa fee, 
Francesco Drago will be considered to have been lawfully admitted to the United 
States for permanent residence on May 19, 1948. It would also direct the Secre- 
tary of State to instruct the quota-control officer to deduct one number from the 
appropriate immigration quota. 

The record discloses that Francesco Drago, a medical doctor, is a native and 
citizen of Italy, having been born in Palermo, Italy, on December 22, 1920. He 
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entered the United States at the port of Philadelphia on May 20, 1948, when he 
was admitted as a visitor under section 3 (2) of the Immigration Act of 1924, until 
July 19, 1948. Dr. Drago has been employed as a voluntary fellow in medicine 
at the University of Buffalo, Buffalo, N. Y., attached to the staff of the tu- 
berculosis service of the Edward J. Meyer Memorial Hospital. He is not mar- 
ried and is supported by an uncle in this country. 

Extension of Dr, Drago’s temporary stay have been permitted pending the 
outcome of this legislation, upon which final action by the Congress was not taken 
until after Dr. Drago had become so seriously ill as to require an extended period 
of hospitalization. While he is still confined to the hospital there is good prospect 
for his complete recovery. 

Under all of the circumstances present in this case, I believe that it would be 
unfair to the United States and to Dr. Drago as well, if I were to approve this bill. 
Therefore, while I feel obliged to withhold my approval from this measure, I am 
requesting the Department of Justice to permit a further extension of Dr. Drago’s 
stay in the United States until such time as the outsome of his illness can be more 
certainly determined. If restoration to health should be complete, I would have 
no objection to approval of a measure waiving such provisions of the immigration 
laws as might be necessary to permit him to take up permanent residence in the 
United States. 


Harry S. TRUMAN. 
Tre Wurst House, August 14, 1950. 


Senator Herbert Lehman, the sponsor of the present bill, has sub- 
mitted the following information with reference to the case: 


Strate oF New York, DEPARTMENT OF MENTAL HYGIENE, 
GOWANDA STATE HoMEOPATHIC HOSPITAL, 


Helmuth, N. Y., November 17, 1950. 
Frank Draco, M. D., 


135 Central Avenue, 
Fredonia, N. Y. 
Dear Dr. Draco: We are very pleased to advise you that you have been fully 
discharged from the hospital records as recovered. 
If any problems should arise in the future where we could be of service to you 
please do not hesitate to call upon us. 
Very truly yours, 
Erwin H. Mupes, M. D., Acting Director. 


Srate oF New York, 
J. N. Apam Memoria Hospitat, 
Perrysburg, N. Y., March 20, 1951. 
The ConGREss OF THE UNITED STATEs, 
Washington, D. C. 

GENTLEMEN: I am writing on behalf of Dr. Francesco Drago. 

Dr. Drago has been working with us at this hospital as a voluntary fellow since 
December 11, 1950. During this time he has carried on the duties of a staff 
physician at the hospital, including procedures for the diagnosis and treatment 
of tuberculosis and other related conditions. 

Dr. Drago’s work has been entirely satisfactory and I would have no hesitation 
in offering him a salaried position on our staff were it not for the fact that our 
civil-service rules preclude the employment of anyone who has not their first 
citizenship papers. 

We have found Dr. Drago to be able, conscientious, of high moral character, 
and I feel quite certain that he would be an asset to this country if granted citizen- 
ship. 

Incidentally, Dr. Drago, in my judgment, shows no evidence of persistence or 
relapse of his nervous breakdown. 

Very sincerely yours, 
RicHarRp NaAvEn, M. D., Director. 
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State or New York, 
J. N. Apam Memortat HospirAt, 
Perrysburg, N. Y., March 22, 1961. 
CoNGRESS OF THE UNITED STATES, 
Washington, D. C. 

GENTLEMEN: I am writing on behalf of Francesco Drago, M. D. 

Dr. Drago has been working under me since he came to this hospital, December 
11, 1950. His work has consisted of the diagnosis and treatment of tuberculosis 
and other relating conditions. His work has been entirely satisfactory. 

Dr. Drago is of high moral character and very cooperative and conscientious 
about his work. I feel certain that if citizenship is granted to him, that he would 
be an asset to this country. 

Very sincerely, 
Josern W. Topp, M. D., 
Supervising TB Physician. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1092) should be enacted. 


O 
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FRED E. WEBER 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 576] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 576) for the relief of Fred E. Weber, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends fhat the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $4,226 
to Fred E. Weber, of Bradley Beach, N. J., in full settlement of all 
claims against the United States for personal injuries, medical ex- 
penses, property damage, and loss of earnings sustained by him when 
the automobile in which he was driving on Central Avenue, Bradley 
Beach, N. J., was in a collision with a United States Army truck on 
January 1, 1944. 


STATEMENT 


This claim arises out of a collision between an Army truck, being 
operated by an enlisted man on official business, and a private vehie le 
owned and operated by the claimant, at about 11:30 p. m., on January 
1, 1944. There is a direct conflict between the statements of both 
drivers as to who entered the intersection first, whether the headlights 
of either vehicle were on or off, each one contending that the lights 
were off on the other vehicle, and whether the truck hit the private 
vehicle or the private vehicle ran into the side of the truck. 

The original report submitted by the Department of the Army in 
connection with this claim on a former bill of the Seventy ninth Con- 
gress quotes a rather self-serving declaration from the driver of the 
Army vehicle. On the other hand a passenger in the private vehicle 
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(im an affidavit presented to the Congress), states that the Army 
truck did not have its lights on and that the Army truck struck the 
left side of the private vehicle when the latter was in the middle of the 
intersection. Photographs submitted to the Senate committee seem 
to indicate that the point of impact was the front half of the left side 
of the private vehicle. 

The Senate committee has also received the report of accident filed 
by the local police concerning this collision, which report indicates 
some degree of negligence on the part of the Army driver in that the 
soldier was given a summons for careless driving. The disposition of 
this sommons is not known to the committee. 

A supplementary report on this claim from the Department of the 

Army under date of August 19, 1949, indicates that the responsible 
Army officials made only a cursory investigation of this accident in 
that no statements were taken from either the driver of the private 
vehicle or his passenger, with the result that the Department now 
refrains from making any recommendation either for or against enact- 
ment of the bill— 
* %* * preferring to leave to the equitable determination of the Congress 
the question whether an award should be granted to Mr. Weber. If, upon a 
consideration of all of the evidence in this case, the Congress should determine 
that relief should be granted to the claimant an award in the amount stated in 
the bill would appear to be fair and reasonable. 

On the basis of all the evidence, including the photographs men- 
tioned above, which constitute evidence not before the committee at 
the time a similar bill (H. R. 574 of the 81st Cong.) was indefinitely 
postponed, the committee finds that relief should be granted. 

Mr. Weber was a taxicab driver by occupation, 28 years of age, 
married and has one son. He had an average income of $35*to $40 
per week. He incurred hospital and medical expenses amounting to 
$446.19. His car was sold for junk for $200, a loss estimated by the 
Army to be about $650. He was taken to a hospital immediately 
after the accident in an unconscious condition and continued so for 
about 5 days. His physician states that on the 28th day of January 
1944, it was found necessary to transfer him to the State hospital at 
Marlboro, N. J., for treatment for definite signs of brain injury. He 
was unable to work until November 15, 1944, and since that time, 
because of his injuries, has had only intermittent employment. 

Attached hereto and made a part of this report is the supplementary 
report from the Department of the Army, dated August 19, 1949, 
as well as the police department report of this accident. 





DEPARTMENT OF THE ARMY, 
Washington, D. C., August 19, 1949. 
The honorable the ATTORNEY GENERAL, 
Washington, D. C. 


Dear Mr. Atrorney GENERAL: Reference is made to yourletter with which you 
enclosed a copy of H. R. 574, Eighty-first Congress, a bill for the relief of Fred E. 
Weber. You state that the Senate Committee on the Judiciary has requested the 
Department of Justice to submit a report on this bill and has advised that if 
reports are necessary from other sources they will be secured by your Department 
and submitted along with your report to the committee. You, therefore, request 
the comments of the Department of the Army on H. R. 574. 

This bill, which passed the House of Representatives on March 1, 1949, would 
authorize and direct the Secretary of the Treasury to pay, out of any money in 
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the Treasury not otherwise appropriated, to Fred E. Weber, Bradley Beach, 
Monmouth County, N. J., the sum of $4,226 * * * in full settlement of all 
elaims of the said Fred E. Weber against the United States on account of personal 
injurics, medical expenses, property damage, and loss of earnings sustained by 
him when the automobile which he was driving on Central Avenue, in the borough 
of Bradley Beach, was in collision with a United States Army truck on January 1, 
1944. 

There was introduced in the Seventy-ninth Congress H. R. 2880, a similar bill 
forthe relief of this claimant. The War Department (now Department of the 
Army) on June 29, 1945, submitted a report on that bill to the chairman, Com- 
mittee on Claims, House of Representatives, in which it was recommended that 
the bill be not favorably considered. That report is printed in House Report 
No. 42, Eighty-first Congress, on H. R. 574, pages 2-4. 


~ 


Such recommendation 
was based on the evidence then available to the Department, which contained no 
statement from Mr. Weber or the passenger who was riding in his car at the time 
the accident of January 1, 1944, occurred, and which indicated that such accident 
and resulting property damage and personal injuries sustained by Mr. Weber 
were caused solely by his negligence in failing to maintain a proper lookout for 
traffic approaching on an intersecting street and in failing to yield the right-of-way 
to another vehicle which had already entered the intersection. 

It now appears that while H. R. 574 was under consideration by the House 
Committee on the Judiciary the committee had before it affidavits (H. Rept. No. 
42, pp. 4—5) executed by Fred E. Weber and Mrs. Virginia Hurley (formerly Mrs. 
Virginia Weber), who was riding with Mr. Weber when this accident occurred, in 
which the affiants state that the speed of the civilian automobile was reduced to 
about 10 miles an hour as it neared the intersection, that Mr. Weber looked care- 
fully in both directions on the intersecting street before proceeding into the inter- 
section, and that the Army vehicle involved in the accident was being operated 
without lights. (The Army driver stated on January 6, 1944, that his headlights 
were burning at the time of the accident, but that he saw no lights on the civilian 
vehicle.) Mr. Weber and Mrs. Hurley also contend that the Army vehicle should 
have yielded the right-of-way to the civilian car, since the latter vehicle was ap- 
proaching the intersection from the Army driver’s right. 

In view of the irreconcilable conflict in the evidence. as to how this accident oc- 
curred, the Department of the Army refrains from making any recommendation 
either for or against the enactment of H. R. 574, preferring to leave to the equit- 
able determination of the Congress the question whether an award should be 
granted to Mr. Weber. If, upon a consideration of all of the evidence in this case, 
the Congress should determine that relief should be granted to the claimant an 
award in the amount stated in the bill would appear to be fair and reasonable. 

This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
- 28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 

28 U.S. C. 1346 (b)), and as amended by Public Law 55, Eighty-first Congress, 
approved April 25, 1949, for the reason that the accident out of which the claim 
arises occurred prior to January 1, 1945. 

Sincerely yours, 
GoRDON GRAY, 
Secretary of the Army. 


AUTOMOBILE ACCIDENT REPORT 


Po.ticeE DEPARTMENT, 
Bradley Beach, N. J., January 1, 1944. 
Notified by Sergeant Coparn at Box 27. 
Place where accident occurred: Evergreen and Central. Time 11:30 p. m. 
Description of vehicle No. 1: Army truck. License No. W4213045. 
Name and address of owner: United States Government, Eatontown. 
Name and address of driver: Linzey Henderson, One hundred and thirteenth 
Infantry, Route 35, Eatontown. 
Driver’s license No. 253883. State: U.S. A. 

Fs nna cial of vehicle No. 2: Plymouth Sedan. License No. MU72U. State: 
Name and address of owner: Fred Weber, 560 Pitney Ave., Spring Lake. 
Driver’s name and address: Fred Weber, 560 Pitney Ave., Spring Lake. 
Occupants of No. 2 and address: Virginia Weber, same address. 

Weather conditions: clear. 
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Names of persons injured or killed: Fred Weber, taken to Fitkin Hospital, 
unconscious. Virginia Weber, taken to Fitkin Hospital, hole in head. 

Details and cause of accident: Army truck going west on Evergreen Avenue; 
Plymouth going south on Central Avenue. 

Give the reason, if no arrests: Linzey Henderson given a summons for careless 
driving. 

(Signed) SuHarro, 
Name of Officer. 

Plymouth Sedan looks like total wreck, towed to Shafto’s garage; Corlies Ave- 

nue and Main Street. 
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R. J. SCHEU ERMAN, DANIEL FULLER, W. HARDESTY, 
AND JOHN M. WARD 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 591] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 591) for the relief of R. J. Scheuerman, Daniel Fuller, 
Hardesty, and John M. Ward, having considered the same, reports 
favorably thereon, without amendment, and recommends that the 
bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the sum of $306 
to R. J. Scheuerman, of Anchorage, Alaska; the sum of $530.50 to 
Daniel Fuller, of Tacoma, Wash.: the sum of $116.25 to W. Hardesty, 
of Seattle, Wash; and the sum of $464.75 to John Mr Ward, of Reeds- 
port, Oreg., in full settlement of all claims against the United States 
sustained as a result of the loss of certain tools and personal effects 
which were shipped along with cargo for the Alaska Railroad on a 
barge which capsized while en route to Alaska. 


STATEMENT 


R. J. Scheuerman, Daniel Fuller, W. Hardesty, and John M. 
Ward, were employed by the Alaska Railroad. Under their employ- 
ment contract they were to be transported, together with their tools 
and personal effects, from Seattle, Wash., to Seward, Alaska, by com- 
mercial steamship at Government expense. Instead, however, the 
men were transported by air and their belongings were shipped via a 
barge of the Ocean Tow Co., which was under contract to the railroad. 
The contract of the railroad with the tow company provided that 
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except during loading and discharging, all rolling stock and cargo 
shipped by the railroad would be at the risk of the railroad. 

While the barge was en route to Alaska it capsized and the claim- 
ants’ property was lost. In these circumstances the claimants’ only 
recourse was to seek reimbursement from the Alaska Railroad. 
However, when one test case was submitted to the Department of 
the Interior under the Federal Tort Claims Act, the claim was denied 
on the ground that there had been no negligence e on the part of any 
employee of the United States Government. 

Nevertheless, the Department of the Interior, in its report on a 
bill for the relief of these same claimants in the Eighty-first Congress, 
recommended that the claimants be paid inasmuch as the Govern- 
ment agents did take the belongings out of the channel through which 
they were to be transported under the employment contract and sent 
them by another means of transportation, thereby depriving these 
claimants of the avenue of recovery which would have been theirs 
had the goods been shipped as provided under the employment con- 
tract. 

The committee agrees with the conclusion reached by the Depart- 
ment of the Interior in its report on this legislation. In effect, the 
Government was a bailee of property of these persons and when the 
bailee took the property out of the channel by which it was to be 
transported, they assumed the risk of reimbursement in the event 
that these belongings were lost in transit. Accordingly, it is the 
recommendation of the committee that this legislation be favorably 
considered. 

Attached to this report and made a part thereof is the report 
submitted to the House Committee on the Judiciary by the Depart- 
ment of the Interior on a similar bill introduced in the Eighty-first 
Congress. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 25, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CELLER: This is in reply to your request for the views of this 
Department on H. R. 6222, a bill for the relief of R. J. Scheuerman, Daniel Fuller, 
W. Hardesty, and John M. Ward. 

I recommend that the bill be given favorable consideration, with an amendment 
as hereinafter suggested. 

The bill would authorize and direct the Secretary of the Treasury to pay to R. J. 
Scheuerman the sum of $306; to Daniel Fuller the sum of $530.50; to W Hardesty 
the sum of $116.25; and to John M. Ward the sum of $587.80, in full settlement of 
their claims against the Federal Government for loss of certain tools and personal 
effects. This property was lost when the barge carrying them to Alaska, along 
with cargo for the Alaska Railroad, capsized. 

Claimants, in accordance with their employment contract with the Alaska Rail- 
road, were to be transported, together with their tools and personal effects, from 
Seattle, Wash., to Seward, Alaska, by commercial steamship at Government 
expense. However, it was decided to transport the men by air and to ship the 
tools and personal effects by water. 

In the interest of economy, the Alaska Railroad added claimants’ belongings 
to railroad cargo being carried to Alaska via a barge of the Ocean Tow Co. under 
contract to the railroad. This contract provided that, except during loading and 
discharging, all rolling stock and cargo shipped by the railroad would be at the risk 
of the railroad. En route to Alaska, the barge capsized and claimants’ property 
was lost. In the circumstances, claimants’ only recourse was to seek reimburse- 
ment from the Alaska Railroad. One claim, under the Federal Tort Claims Act 





R. J. SCHEUERMAN AND OTHERS 3 


(Title 28, U. S. C., sec. 2671 et seq.) was submitted to this Department as a test 
case. The Solicitor of this Department, to whom has been delegated all the 
authority conferred on the Secretary of the Interior by the Federal Tort Claims 
Act (Order No. 2509, 14 F. R. 306), denied the claim on the ground that there 
had been no negligence on the part of any officer or employee of the Government, 

Although the claims are not compensable under the Federal Tort Claims Act, 
I believe the claimants should be indemnified for the losses they sustained through 
no fault of their own. Had the property been shipped by steamship as provided 
for in the employment contract, the property, in accordance with standard 
commercial practice, would have been insured against loss. The arrangements 
made by the Government not only subjected claimants’ property to a greater 
risk of loss, but, also, in effect denied to them a remedy which they might otherwise 
have had against a common carrier in the event of loss. 

There are enclosed copies of affidavits made by the claimants listing the property 
loss and the estimated value of the property. The items of property for which 
claims are made appear to be those ordinarily carried by men engaged in work 
such as the claimants, and the values attributed to the items seem to be reason- 
able. The affidavits submitted by Mr. Scheuerman, Mr. Fuller, and Mr. 
Hardesty in connection with their claims support the amounts specified in the bill 
as compensation for their losses. Mr. Wara in his affidavits estimates the total 
value of his property loss, at the time when the loss occurred, at $464.75, while 
the bill would compensate Mr. Ward for his loss in the amount of $587.80. In 
view of this variance, it is suggested that.the committee may wish to consider an 
amendment to the bill which would strike out the figure ‘‘$587.80’’ appearing on 
page 2, line 3, and substitute in lieu thereof the figure ‘‘$464.75.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


C 
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JAPHET K. ANVIL AND HOWARD A. MONROE 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany H. R. 594] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 594) for the relief of Japhet K. Anvil and Howard A. Monroe, 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $86.25 
to Japhet K. Anvil, of Nunachuak, Alaska, and to pay the sum of 
$12.70 to Howard A. Monroe, of Kiana, Alaska, in full settlement of 
all claims against the United States for reimbursement of the amounts 
they expended for necessary travel expenses, in addition to any 
amounts paid to them by the United States for such purposes, in travel- 
ing from the places of their discharges, as indicated, from the Army of 
the United States to their homes. 


STATEMENT 


The National Defense Act of June 3, 1916 (39 Stat. 217;10 U.S.C. 
752), as amended, provides that upon disc harge or release from active 
duty an enlisted man shall be paid 5 cents a mile for the distance from 
the place of such discharge or release to the place where he was 
inducted into the military service. It appears that this provision of 
law did not, in many cases, provide full reimbursement to men who 
had entered the military service while residing in remote parts of 
Alaska, accessible only by air, with the result that the “y were experi- 








a JAPHET K. ANVIL AND HOWARD A. MONROE 


encing out-of-pocket expenses in order to return to their homes after 
separation from the Army. When this was brought to the attention 
of the Department instructions were issued that, where feasible, 
personnel separated in Alaska should be transported directly to their 
homes. However, before this change was effected, a number of men 
had already expended personal funds for travel expenses. H. R. 4335 
would reimburse Japhet K. Anvil for the funds which he expended 
out of his own pocket in order to retura to his home after his separation 
from the Army. 

The records of the Department of the Army show that Private 
Japhet K. Anvil was inducted into the Army of the United States on 
August 13, 1943, at Ladd Field, Alaska, and that he was honorably 
discharged from the military service on December 16, 1945, at 
Whittier, Alaska. His home at the time of his induction into the 
Army, as well as at the time of his discharge, was Nunachuak, Alaska 
(a small Eskimo village about 50 miles northwest of Bethel, Alaska). 

The final payment made by the Army to Private Anvil upon his 
separation from the military service included the sum of $64 as travel 
pay at the rate of 5 cents a mile from Whittier, Alaska, to Bethel, 
Alaska, which sum was insufficient to pay his travel expenses from 
the place of his separation to his home. The only way of travel from 
Bethel to Nunachuak was by dog team. An, Army claims officer at 
Fort Richardson, Alaska, has estimated that in December 1945 it 
would have cost $160.56 for Private Anvil to travel from Whittier, 
Alaska, to Nunachuak, Alaska, which was $96.56 more than the 
amount of travel allowance paid to him at the time of his discharge. 
It appears, however, that Private Anvil only incurred extra travel 
expenses in the amount of $86.25 (the amount stated in H. R. 4335). 

Since this report was rendered December 21, 1949, Howard A. 
Monroe has filed a claim, and it is included in this bill in the amount 
of $12.70. A copy of the letter from the claimant to Representative 
E. L. Bartlett substantiating this amount is appended at the end 
hereto. 

The Department of the Army in its report states: 

It is the opinion of the Department of the Army that this claimant is equitably 
entitled to reimbursement in the sum of $86.25 as provided in H. R. 4335, which 
constitutes the difference in the cost of transportation to his home and the amount 
of travel pay which he actually received. The Department of the Army, there- 
fore, would have no objection to the enactment of this bill if the word ‘‘Nuna- 


chuak”’ should be substituted for the word ‘“‘Bethel’’ at the end of line 11, page 1, 
of the bill. 


The committee concurs in the recommendation of the Department 
of the Army and recommends favorable enactment. 





DECEMBER 21, 1939. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CeLieR: The Department of the Army would have no objection to 
the enactment of H. R. 4335, Eighty-first Congress, a biil for the relief of Japhet 
kK. Anvil, if it should be amended as hereinafter recommended. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, to Japhet K. Anvil 
(Army serial No. 39950873), of Bethel, Alaska, the sum of $86.25, in full settle- 
ment of all claims against the United States for reimbursement of the amount he 
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expended for necessary travel expenses, in addition to any amounts paid to him 
by the United States for such purposes, in traveling from Whittier, Alaska, to 
Bethel, Alaska, upon his discharge from the Army of the United States. 

The National Defense Act of June 3, 1916 (39 Stat. 217; 10 U. 8S. C. 752), as 
amended, provides that upon discharge or release from active duty an enlisted 
man shall be paid 5 cents a mile for the distance from the place of such discharge 
or release to the place, where he was inducted into the military service. It 
appears that this provision of law did not, in many cases, provide full reimburse- 
ment to men who had entered the military service while residing in remote parts 
of Alaska, accessible only by air, with the result that they were experiencing out- 
of-pocket expenses in order to return to their homes after separation from the 
Army. When this was brought to the attention of the Department instructions 
were issued that, where feasible, personnel separated in Alaska should be trans- 
ported directly to their homes. However, before this change was effected, a 
number of men had already expended personal funds for travel expenses. H. R. 
4335 would reimburse Japhet K. Anvil for the funds which he expended out of 
his own pocket in order to return to his home after his separation from the Army. 

The records of the Department of the Army show that Pvt. Japhet K. Anvil 
was inducted into the Army of the United States on August 13, 1943, at Ladd 
Field, Alaska, and’ that he was honorably discharged from the military service 
on December 16, 1945, at Whittier, Alaska. His home at the time of his induc- 
tion into the Army, as well as at the time of his discharge, was Nunachuak, 
Alaska (a small Eskimo village about 50 miles northwest of Bethel, Alaska). 
The final payment made by the Army to Private Anvil upon his separation from 
the military service included the sum of $64 as travel pay at the rate of 5 cents a 
mile from Whittier, Alaska, to Bethel, Alaska, which sum was insufficient to pay 
his travel expenses from the place of his separation to his home. The only way 
of travel from Bethel to Nunachuak was by dog team. An Army claims officer 
at Fort Richardson, Alaska, has estimated that in December 1945 it would have 
cost $160.56 for Private Anvil to travel from Whittier, Alaska, to Nunachuak, 
Alaska, which was $96.56 more than the amount of travel allowance paid to him 
at the time of his discharge. It appears, however, that Private Anvil only 
incurred extra travel expenses in the amount of $86.25 (the amount stated in 
H. R. 4335). 

It is the opinion of the Department of the Army that this claimant is equitably 
entitled to reimbursement in the sum of $86.25 as provided in H. R. 4335, which 
constitutes the difference in the cost of transportation to his home and the amount 
of travel pay which he actually received. The Department of the Army, there- 
fore, would have no objection to the enactment of this bill if the word ‘‘Nuna- 
chuak”’ should be substituted for the word ‘‘Bethel” at the end of line 11, page 1, 
of the bill. 

Similar relief has been granted by the Congress to sundry veterans of Alaska 
by H. R. 333, Eightieth Congress, entitled ‘“An act for the relief of sundry resi- 
dents of Alaska, veterans of World War II,” approved June 29, 1948 (Private 
Law 430, 80th Cong.). 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
GoRDON GRAY, 
Secretary of the Army. 


Kiana, Ataska, June 11, 1949. 
Hon. E. L. Bartuerr, 


House of Representatives, Washington, D. C. 

Dear Srr: In reply to your letter of April 16, 1949, I am giving the information 
that you will need to introduce a bill to Congress to refund me the money that I 
paid out for travel pay when I was discharged. 

I was discharged from the Army on January 24, 1946 at Fort Richardson, 
Alaska. I received $108.05 for travel pay from the Army. Here are the amounts 
that it was necessary to me to spend, 


To Alaska Airlines (Anchorage to Fairbanks) _.. $34. 50 
To Arctic Circle Air Service, Gene Jack, pilot (Fairbanks to Kotzebue)__-_ 86. 25 
I es Sa Pe! ae ce lg 5 ee 
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I do not have a receipt for either of these amounts but they were the regular 
tariffs that were in effect at that time. 
I feel that I am due a refund of $12.70. This amount is above the money that 
was given me for my travel. 
Sincerely, 
HowarpD Monroe, 


O 
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RICK HOSPITAL AND THE WESTERN MONTANA 
CLINIC 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1141] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1141) for the relief of St. Patrick Hospital and the Western 
Montana Clinic, having considered the same, reports favorably there- 
on, without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide for the payment 
by the Secretary of the Treasury to the St. Patrick Hospital of Mis- 
soula, Mont., the sum of $2,268.60, and to the Western Montana Clinic 
the sum of $828, in full settlement for payment for emergency hospital- 
ization, treatment, and services rendered Mrs. Doris Couture Thomas, 
who is a one-eighth degree enrolled Indian married to a five-sixteenth 
degree enrolled Indian of the Flathead Tribe. These people own no 
property, except 40 acres of land, which brings a rental of only $150 
per year. They may, therefore, be properly classified as medically 
indigent and unable to meet any expense for hospitalization and 
medical care. 

STATEMENT 


The Department of the Interior does not have objection to this bill. 
In November 1948 Mrs. Thomas was badly injured in an automobile 
accident and was taken to St. Patrick’s Hospital. From the report 
of the Department of the Interior, it is indicated that the superin- 
tendent of the Flathead Indian Agency was unable to authorize her 
hospital and medical care at Government expense, because allotments 
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available for that purpose were insufficient. Subsequently, the 
Comptroller General denied the claims filed on the grounds that the 
services were not authorized. 

The report of the Department of the Interior states that Mr. and 
Mrs. Thomas were enrolled as indigent Indians; that the case was one 
of bona fide emergency, and that it would have been proper, under 
existing regulations, for the Bureau of Indian Affairs to have accepted 
the responsibility for the payment of the bill had there been sufficient 
funds available at that time. They also state that it would probably 
place an undue burden on the local community agencies to request 
them to care for this patient from their local resources in the same 
manner as an indigent non-Indian. 

On the basis of the facts set forth, the committee is of the opinion 
that the claim is meritorious and recommend favorable action thereon. 

The report of the Department of the Interior, together with other 
pertinent information is contained in House Report No. 170, Eighty- 
second Congress, and such report is herein incorporated by reference. 


O 
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JOHN CLARKE 
Aprit.17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1235] 


The C ommittee on the Judiciary, to which was referred the bill 
(H. R. 1235) for the relief of John C ‘larke, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to relieve John Clarke, of 
Berkeley, Calif., of any liability to refund to the United States any 
amounts paid to him by the Department of Agriculture as salary dur- 
ing the period beginning August 11, 1946, and ending February 27, 
1948, and during the period beginning June 29, 1948, and ending 
January 7, 1949. 

In addition, the Secretary of Treasury is authorized to pay to John 
Clarke the amount to which he would have been entitled for unused 
leave accrued during the period of his employment by the Department 
of Agriculture if such employment had been authorized by law, and 
for which he was not compensated upon the termination of such em- 
ployment, and the balance of any salary due him upon his separation 
from his employment and remaining unpaid. 


STATEMENT 


The proposed legislation bears the favorable endorsement of the 
Department of Agric ulture and the Department of the Army. 

The claimant in this case innocently and without knowledge to 
himself or his Government employer (Agriculture) violated the Dual 
Compensation Act of July 31, 1894, as amended. Said act, which 
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by interpretation includes the instant claimant within its prohibitions, 
provides as follows: 


No person who holds an office the salary or annual compensation attached 
to which amounts to the sum of two thousand five hundred dollars shall be 
appointed to or hold any other office to which compensation is attached unless 
specially heretofore or hereafter specially authorized thereto by law, but this 
shall not apply to retired officers of the Army or Navy whenever they may be 
elected to publie office or whenever the President shall appoint them to office 
by and with the advice and consent of the Senate. Retired enlisted men of the 
Army, Navy, Marine Corps, or Coast Guard retired for any cause, and retired 
officers of the Army, Navy, Marine Corps, or Coast Guard who have been retired 
for injuries received in battle or for injuries or incapacity incurred in line of duty 


shall not, within the meaning of this section, be construed to hold or to have held 
an office during such retirement. 


The claimant, Mr. Clarke, enjoyed a retirement pay based upon 36 
honorable years of service in the Army as an enlisted man, warrant 
officer, and officer. While retired he accepted a position with the 
Department of Agriculture on July 26, 1944. At that time neither 
his rate of pay as a civilian employee of the Government nor his 
retired Army pay amounted to $2,500 per annum. Consequently, at 
the time of accepting such civilian employment he was not violating 
the Dual Compensation Act of July 31, 1894, as amended, supra. It 
appears that when the salary of Mr. Clarke was increased on August 
11, 1946, from $2.469.24 to $2,544.48 neither he nor his employing 
office was aware that this increase automatic ‘ally subjected him to the 
provisions of the above mentioned act, as amended, and prevented 
his employment by the Department of Agriculture at a salary amount- 
ing to $2,500 per-annum or more. 

It appears that on February 28, 1948, Mr. Clarke's salary as an 
employee of the Department of Agriculture was reduced to $2,394 per 
annum and thereafter remained below $2,500 per annum. He, there- 
fore, was entitled to receive both his civilian and retired pay from 
February 28, 1948, until June 29, 1948, when his retired pay was 
increased from $2,430 per annum to $2,835 per annum. 

The employment of Mr. Clarke by the Department of Agriculture 
from August 11, 1946, to February 27, 1948, inclusive, during which 
time his salary amounted to $2,500 or more, and from June 29, 1948, 
to January 7, 1949, inclusive, during which period his retired pay 
amounted to $2,500 or more, was prohibited by the said Dual Com 
pensation Act, as amended. 

The Department of the Army in its report states: 

To compel Mr. Clarke to refund to the United States the compensation received 
by him from the Government for valuable services rendered in good faith to the 
Department of Agriculture from August 11, 1946, to February 27, 1948, inclusive, 
and from June 29, 1948, to January 7, 1949, inclusive, would impose upon him 
an undue hardship. Considering the fact that Mr. Clarke served in the Army 
as an enlisted man, warrant officer, and officer, for a period of over 36 years, that 
his retired pay and his salary as a civilian employee were both in modest amounts, 
and that the Government has had the benefit of his services as a civilian employee, 
it would be neither just nor equitable to require him to refund to the United 
States his entire civilian pay for the periods in question, aggregating Over 2 years. 
The Department of the Army, therefore, would have no objection to the enactment 
of legislation for the relief of this claimant. 


Similar bills have been enacted by the Congress and approved by 
the President (H. R. 1272, 81st Cong., for the relief of Edward 
Seeley, approved June 20, 1950, becoming Private Law 548, 81st 
Cong.; and H. R. 3675, 81st Cong., for the relief of Warrant Officer 
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Erik H. Lindman, approved June 21, 1950, becoming Private Law 
566, 8ist Cong.). 

In view of the obvious equities of the case, the committee recom- 
mends favorable enactment. Attached hereto and made a part thereof 
is the report, dated December 22, 1950, from the Department of the 
Army. The other departmental report and substantiating data is 
included herein by reference from House Report No. 198, Eighty- 
second Congress. 


DECEMBER 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Re prese niatives. 

Dear Mr. CELLER: The Department of the Army would have no objection to 
the enactment of H. R. 8328, Kighty-first Congress, a bill for the 
Clarke, if it should be amended as hereinafter recommended. 

This bill provides as follows: ‘“‘That John Clarke, Berkeley, California, 
relieved of any and all liability to refund to the United States (1) any amounts 
paid to him by the Department of Agriculture as salary during the period begin- 
ning August 11, 1946, and ending February 27, 1948, and during the period begin- 
ning June 29, 1948, and ending December 9, 1948, and (2) that p 


Lik 


relief of John 


Ss ereDdy 


art of the amounts 


paid to him by the Department of the Army as retired pay during the period 
beginning July 26, 1944, and ending December 9, 1948, which, when added to 
the amounts paid to him by the Department of Agriculture as salary during such 
period, made his total annual rate of compensation more than $3,000. In th 
audit and settlement of the accounts of any certifying or disbursing officer of the 
United States, full credit shall be given for all payments of salary and retired pay 
made to the said John Clarke during the period beginning July 26, 1944, and 
ending December 9, 1948. 

Vv pay Lo tne 


“Sec. 2. The Secretary of Agriculture is authorized and directed t 
said John Clarke the amount to which he would have been entitled for unused 
leave accrued during his period of employment with the Department of Agri- 
culture if such employment had been authorized by law, and for wh 
not compensated upon the termination of such employment 


“Sec. 3. The Secretary of the Army is authorized and directed to pay to the 
said John Clarke, in a lump sum, an amount equal to the amount of his retired 
pay withheld up to and ineluding the last day of the month in which this Aet 
is enacted, and, from and after the first day of the month next following the 
month in which this Act is enacted, to pay to the said John Clarke the tired 
pay to which he is entitled by law.” 

The records of the Department of the Army show that John Clarke was born 
on January 8, 1888, at Indianapolis, Ind. He enlisted in the United States Army 


on September 13, 1907, and served with the Tenth Cavalry Regiment. On 
September 13, 1910, he joined the band of the Tenth Cavalry and continued to 
serve with that organization in an enlisted capacity | September 13, 1918, 
when he was discharged so that he could accept a commission as second lieutenant, 
Cavalry, National Army of the United States. He served as a second 
from September 14 to December 16, 1918, when he was discharged because of 
demobilization. On January 30, 1919, he reenlisted in the Regular Army and 
was assigned to the Tenth Cavalry Band where he served until August 2, 1931, 
during which time he was advanced to the grade of technical sergeant. On 
August 3, 1931, he was transferred to the Ninth Cavalrv Band. On July 3, 1936, 
he was appointed to the grade of warrant officer, junior grade, Regular Army. 
On March 1, 1942, he was promoted to the grade of chief warrant officer, tempo- 
rary. He continued to serve with the Ninth Cavalry Band until March 31, 1944, 
when he was retired for length of service as a warrant officer, junior grade. At 
the time of his retirement Mr. Clarke had had over 36 years honorable service in 
the Army. On August 10, 1948, in accordance with the provisions of P 


lieutenant 


f iblie 

Law 810, Eightieth Congress (62 Stat. 1081), he was advanced on the retired list 

to the grade of chief warrant officer, the highest grade that he had held during his 
active service in World War II. 

The Finance Officer, United States Army, Washington, D. C., began paying 


retired pay to Mr. Clarke on April 1, 1944, and has since continued to pay such 
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retired pay to him without interruption. The monthly rates of retired pay paid 
to Mr. Clarke since his retirement from the Army have been as follows: 


Period: Monthly rate 
Apr. 1, 1944, to June 30, 1946__.......-._- pe eB ie hs teas a $168. 75 
ee ee ee, es ee ou we Smo heGamadaci 202. 50 
June 29, 1948, to Sept. 30, 1949_____. PLE See thane alate a ee 
ek. Eee: Gee aes OA le =. Se 


Subsequent to his retirement from the Army Mr. Clarke was employed in the 
area management office, Production and Marketing Administration, Department 
of Agriculture, San Francisco, Calif. The Department of Agriculture has advised 
that the record of Mr. Clarke’s employment and compensation in that Depart- 
ment is as follows: 


Appointed, CAF-—4, $1,800 per annum, on July 26, 1944. 

Pay adjustment, CAF—4, $2,100 per annum, on July 1, 1945. 

Periodic pay increase, CAF—4, $2,166 per annum, on July 29, 1945. 

Pay adjustment, CAF—4, $2,469.24 per annum, on July 1, 1946. 

Periodic pay increase, CAF—4, $2,544.48 per annum, on August 11, 1946. 
Demotion, CAF-—3, $2,544.48 per annum, on November 24, 1946. 

Periodic pay increase, CAF-3, $2,619.72 per annum, on August 25, 1947. 
Demotion, CAF—2, $2,394 per annum, on February 28, 1948. 

Pay adjustment and demotion, CAF-—1, $2,498.28 per annum, on July 11, 1948. 
Separated, CAF~1, $2,498.28 per annum, on January 7, 1949. 


The Department of Agriculture has advised this Department that the amount 
to which Mr. Clarke would have been entitled for accrued and unused annual 
leave upon the termination of his employment if such employment had been 
authorized by law was $737.41; that no final salary payment was made for 9 days 
of work amounting to $86.47 (gross); and that no part of the salary paid to him 
by the Department of Agriculture has been repaid by him to that Department. 

The Dual Compensation Act of July 31, 1894 (28 Stat. 205), as amended by the 
act of May 31, 1924 (43 Stat. 245; 5. U.S. C. 62), provides as follows: 

‘‘No person who holds an office the salary or annual compensation attached 
to which amounts to the sum of two thousand five hundred dollars shall be 
appointed to or hold any other office to which compensation is attached unless 
specially heretofore or hereafter speciality authorized thereto by law, but this 
shall not apply to retired officers of the Army or Navy whenever they may be 
elected to public office or whenever the President shall appoint them to office 
by and with the advice and consent of the Senate. Retired enlisted men of the 
Army, Navy, Marine Corps, or Coast Guard retired for any cause, and retired 
officers of the Army, Navy, Marine Corps, or Coast Guard who have been retired 
for injuries received in battle or for injuries or incapacity incurred in line of duty 
shall not within the meaning of this section, be construed to hold or to have held 
an office during such retirement.” 

A warrant officer retired for any cause other than “for injuries received in 
battle or for injuries or incapacity incurred in line of duty” holds an office under 
the United States Government within the purview of the act of July 31, 1894, 
as amended, supra, and, therefore, could not hold another office under the United 
States Government with compensation attached if either the retired pay or the 
compensation of the civilian position amounts to as much as $2,500 per annum 
(16 Com. Gen. 232; 21 id. 38). 

On November 16, 1948, the Washington Finance Office, United States Army, 
dispatched a letter to the United States Department of Agriculture, Production 
and Marketing Administration, 30 Van Ness Avenue, San Francisco 2, Calif., 
which stated, in pertinent part, as follows: 

“This Office is in receipt of questionnaire from your office to Warrant Officer 
John Clarke relative to computation of retired pay in his case. It would appear 
from information contained therein that this officer is employed by your office, 
In this connection the following facts are furnished: Retired officers and warrant 
officers retired for reasons other than disability, hold offices with compensation 
attached within the meaning of the act of July 31, 1894 (28 Stat. 205). This 
act, as amended, excluding its exceptions, prohibits a person from holding another 
office under the Government when he is receiving compensation or salary from 
one office which equals or exceeds $2,500 per annum. A person rendering full- 
time service in a regular civilian position with the Government is likewise holding 
an office to which compensation is attached.’ If either the per annum rate of 
salary attached to the civilian position or the retired pay amounts to $2,500 per 
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annam, he is prohibited by this statute from holding another office (or position) 
under the Government. : If the pay of a retired officer or warrant officer is less 
than $2,500 per annum and he is subject to the 1894 act, he may be appointed 
to a civilian position, provided that the per annum rate of civilian salary is less 
than $2,500 per annum. If the retired officer’s or warrant officer’s pay exceeds 
$2,500 per annum, the prohibition of the 1894 act may not be overcome by waiving 
or relinquishing either his retired pay or the salary attached to a full-time civilian 
position. An appointment to a civilian position made under such circumstances 
is illegal and must be canceled. (See 14 Comp. Gen. 289; 23 Comp. Gen. 445.) 

“The records of this office show that Lieutenant [Warrant Officer] Clarke was 
placed on the retired list effective March 31, 1944, upon his own application and 
would accordingly be subject to the above act. It is requested that this Office 
be advised as to the date subject officer was employed by your office and that a 
statement be furnished as to all salaries received by him for the period of his 
employment. 

“Subject officer has been advised of the above information.”’ 

On December 13, 1948, the Washington Finance Office again wrote to the 
United States Department of Agriculture at San Francisco, Calif., as follows: 

‘Reference is made to letter from this office dated November 16, 1948, in the 
sase of Lt. [Warrant Officer] John Clarke, retired. 

“This Office has received telephonic information this date from Mr. Wolf, 
Department of Agriculture, to the effect that this retired warrant officer is a 
civilian employee of your office receiving salary of $2,498.28 per annum. ‘The 
retired pay of this warrant officer was increased from $202.50 to $236.25 per month 
beginning June 29, 1948. While the amount of civilian salary is less than $2,500 
per annum, the retired pay of Lieutenant Clarke is considerably in excess of $2,500 
per annum, and accordingly he is subject to the provisions of the act of July 31, 
1894, as outlined in letter from this Office under date November 16, 1948. No 
part of his retired pay is being paid by reason of commissioned service, and there- 
fore section 212, act June 30, 1932, is inapplicable. 

“Payment of all retired pay in this case will be withheld until such time as 
information has been received from your office to the effeet that the employment 
has been terminated and that refund has been made of all civilian salary received 
by him beginning June 29, 1948, or that satisfactory arrangements have been 
made for the refund of the salary.” 

The Department of the Army did not in fact withhold any part of the retired 
pay of Mr. Clarke for the reason that advice was received from the personnel 
office, Production and Marketing Administration, Department of Agriculture, 
San Francisco, Calif, that his appointment to a civilian position in the Depart- 
ment of Agriculture had been terminated and that appropriate action was being 
taken by said Department to recover the salary payments which had been im- 
properly made to him. As hereinbefore stated, however, no part of such salary 
payments has been refunded to the Government by Mr. Clarke. 

When Mr. Clarke became employed in the Department of Agriculture on 
July 26, 1944, neither his rate of pay as a civilian employee of the Government 
nor his retired Army pay amounted to $2,500 per annum. Consequently, at the 
time of accepting such civilian employment he was not violating the Dual Com- 
pensation Act of July 31, 1894, as amended, supra. It appears that when the 
salary of Mr. Clarke was increased on August 11, 1946, from $2,469.24 to 
$2,544.48 neither he nor his employing office was aware that this increase auto- 
matically subjected him to the provisions of the above-mentioned act, as amended, 
and prevented his employment by the Department of Agriculture at a salary 
amounting to $2,500 per annum or more. 

It appears that on February 28, 1948, Mr. Clarke’s salary as an employee of 
the Department of Agriculture was reduced to $2,394 per annum and thereafter 
remained below $2,500 per annum. He, therefore, was entitled to receive both 
his civilian and retired pay from February 28, 1948, until June 29, 1948, when 
his retired pay was increased from $2,430 per annum to $2,835 per annum. 

The employment of Mr. Clarke by the Department of Agriculture from August 
11, 1946, to February 27, 1948, inclusive, during which time his salary amounted 
to $2,500 or more, and from June 29, 1948, to January 7, 1949, inclusive, during 
which period his retired pay amounted to $2,500 or more, was prohibited by the 
Dual Compensation Act, as amended. 

To compel Mr. Clarke to refund to the United States the compensation received 
by him from the Government for valuable services rendered in good faith to the 
Department of Agriculture from August 11, 1946, to February 27, 1948, inclusive, 
and from June 29, 1948, to January 7, 1949, inclusive, would impose upon him 
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an undue hardship. Considering the fact that Mr. Clarke served in the Army 
as an enlisted man, warrant officer, and officer, for » period of over 36 years, that 
his retired pay and his salary as a civilian employee were both in modest amounts, 
and that the Government has had the benefit of his services as a civilian employee, 
it would be neither just nor equitable to require him to refund to the United 
States his entire civilian pay for the periods in question, aggregating over 2 years. 
The Department of the Army, therefore, would have no objection to the enact- 
ment of legislation for the relief of this claimant. 

It appears, however, that some of the language used in H. R. 8328 is inconsistent 
with the facts in this case and the law applicable thereto. The first section of 
the bill provides that Mr. Clarke be relieved of “any and all liability to refund 
to the United States * * * (2) that part of the amounts paid to him by the 
Department of the Army as retired pay during the period beginning July 26, 
1944, and ending December 9, 1948, which when added to the amounts paid to 
him by the Department of Agriculture as salary during such period made his 
total annual rate of compensation more than $3,000.’’ The Comptroller General 
of the United States in a decision dated August 29, 1934 (14 Comp. Gen. 179, 
180), in a case involving a retired naval officer who had accepted a civilian position 
in the Bureau of Internal Revenue, stated: 

*“As Captain Sayles was retired for length of service and as his retired pay is 
in excess of $2,500 per annum, his appointment to the position of assistant deputy 
commissioner, Bureau of Internal Revenue, a permanent full-time position 
(compare 14 Comp. Gen. 68) was illegal, and there is no authority whereby he 
may retain the civilian position and elect to receive either his retired pay or the 
compensation for the civilian position (13 Comp. Gen. 60, 63). 

‘Accordingly, Captain Sayles is entitled to no compensation for services as 
assistant deputy commissioner and as his appointment as such was void ab initio, 
it should be canceled.”’ 

The Comptroller General had previously held in a decision rendered on August 
30, 1933 (13 Comp. Gen. 60, 62—63), involving retired military personnel employed 
by the National Recovery Administration, as follows: 

“The National Recovery Administration may employ retired commissioned or 
warrant officers * * * who were retired for causes other than disability, 
that is, after 30 years’ servite or for age, only if the rate of retired pay and the 
rate of compensation fixed for the civilian office or position are each less than 
$2,500 perannum. * * #* 

“The National Recovery Administration may not employ retired commissioned 
or warrant officers who were retired for causes other than disability incurred in 
line of duty if the rate of either the retired pay or the compensation fixed for the 
civilian position is $2,500 per annum or more.” 

In the light of the above-cited decisions of the Comptroller General it appears 
that the language ‘‘total annual rate of compensation more than $3,000” contained 
in section 1 of H. R. 8328 has no applicability to the case of Mr. Clarke. 

Section 3 of the bill authorizes and directs the Secretary of the Army ‘‘to pay 
to the said John Clarke, in a lump sum, an amount equal to the amount of his 
retired pay withheld up to and including the last day of the month in which this 
Act is enacted, and, from and after the first day of the month next following the 
month in which this Act is enacted, to pay to the said John Clarke the retired 
pay to which he is entitled by law.” 

Inasmuch as the Department of the Army has not withheld any retired pay 
from Mr. Clarke, it appears that section 3 of the bill is also inappropriate. It is, 
therefore, recommended that, if this bill is favorably considered by the Congress, 
the text thereof be amended to read as follows: 

** Re at enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That John Clarke, of Berkeley, California, be, 
and he is hereby, relieved of any and all liability to refund to the United States 
any amounts paid to him by the Department of Agriculture as salary during the 
period beginning August 11, 1946, and ending February 27, 1948, and during the 
period beginning June 29, 1948, and ending January 7, 1949. 

“Spc. 2. That the Secretary of the Treasury be, and he is hereby, authorized 
and directed to pay to the said John Clarke, out of any money in the Treasury 
not otherwise appropriated, (1) the amount to which he would have been entitled 
for unused leave accrued during the period of his employment by the Depart- 
ment of Agriculture if such employment had been authorized by law, and for 
which he was not compensated upon the termination of such employment, and 
(2) the balance of any salary due him upon his separation from his employment 
and remaining unpaid.’ 
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Similar bills have been enacted by the Congress and approved by the President 
any (H. R. 1272, Sist Cong., for the relief of Edward A. See approved June 20, 
at 1950, becoming Private Law 548, S8Ist Cong.;: and H. R. 3675, 8ist Cong.. for the 
ts, relief of Warrant Officer Erik H. Lindman, approved June 21, 1950, becoming 
se, Private Law 566, Sist Cong.). 
ed The Bureau of the Budget advises that there is no objection he submission 
rs. of this report. 
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Frank Pace, Jr., Secretary of the Arn 

nt 


of oes 
nd O 
he 

26, 

to 

his 

ral 

79, 

on 


is 
ity 
ion 

he 
the 


as 
tio, 


ust 
ved 


| or 
ity, 
the 
Nan 


ned 
1 in 
the 


‘ars 
ned 


pay 
his 
this 
the 
ired 


pay 
t is, 


‘ess 
’ 


8s of 
be, 
ates 
the 
the 


‘ized 
sury 
itled 
yart- 
| for 
and 
nent 








Calendar No. 212 


82p CONGRESS SENATE ( Report 
Tst Session 





CARL PARKS 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H, R. 1422 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 1422) for the relief of Carl Parks, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay $5,000 to Carl 
Parks, of Pike County, Ga., in full satisfaction of all claims against 
the United States as compensation for the death of his wife, Mrs. 
Mary Parks, who was killed when the automobile in which she was 
traveling, driven by Claude Barnes, was involved in a collision with 
a United States Army truck on United States Highway No. 41 about 
5.4 miles north of Griffin, in Spalding County, Ga., on October 28, 
1944, 


STATEMENT 


On October 28, 1944, at about 10 p. m., an automobile owned and 
operated by Mr. Claude Barnes in which Mrs. Mary Parks, 20 years 
of age, and two other persons were riding as passengers, was proceeding 
in a southerly direction on United States Highway No. 41 near Griffin, 
Ga. At the same time a convoy of Army vehicles was traveling north 
on the same highway and approaching the Barnes’ automobile. As 
Mr. Barnes’ car came abreast of the fifth vehicle in the Army convoy 
its left rear side was sideswiped by said Army vehicle. The impact 
of the collision caused the civilian car to swerve to its left directly 
into the path of the sixth vehicle in the Army convoy, and those two 
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vehicles collided almost head-on. As a result of the collision, Mrs. 
Parks was killed and Mr. Barnes’ automobile was extensively damaged. 

The Secretary of the Army has stated, in a report to the chairman 
of the Committee on the Judiciary of the House of Representatives 
on an identical bill in the Eighty-first Congress, that the evidence in 
this case clearly establishes that the death of Mrs. Parks is attribut- 
able solely to the negligence of the driver of the fifth vehicle in the 
Army convoy, which caused the accident resulting in her death, and 
that the Department of the Army therefore recommends reasonable 
compensation for Carl Parks on account of his wife’s death. It was 
further stated by the Secretary of the Army that the proposed award 
of $5,000 is deemed fair and reasonable. The committee concurs in 
such opinion and recommends favorable consideration of this bill. 

The report of the Secretary of the Army dated August 11, 1950, 
which is referred to above, is reprinted herein and made a part of this 
report. Additional documents pertinent to this claim are included in 
House Report No. 222, Eighty-second Congress, first session, and are 
incorporated herein by reference. 


es 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., August 11, 1950. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 

House of Representatives. 

Dear Mr. CreLier: The Department of the Army has no objection to the 
enactment of H. R. 8010, Eighty-first Congress, a bill for the relief of Carl Parks. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Carl Parks, of Pike 
County, Georgia, the sum of $5,000, in full satisfaction of all claims against the 
United States as compensation for the death of his wife, Mrs. Mary Parks, who 
was killed when the automobile in which she was traveling, driven by Claude 
Barnes, was involved in a collision with a United States Army truck on United 
States Highway Numbered 41 about five and four-tenths miles north of Griffin, 
in Spalding County, Georgia, on or about October 28, 1944.”’ 

The records of the Department of the Army show that on October 28, 1944, at 
about 10 p. m., an automobile owned and operated by Mr. Claude Barnes, of 
Griffin, Ga., in Which Mrs. Mary Parks, 20 years of age, and two other persons were 
riding as passengers, was proceeding in a southerly direction on United States 
Highway No. 41 near Griffin. At the same time a convoy of Army vehicles was 
traveling north on the same highway and approaching the Barnes’ automobile. 
As Mr. Barnes’ car came abreast of the fifth vehicle in the Army convoy its left 
rear side was sideswiped by said Army vehicle. The impact of the collision caused 
the civilian car to swerve to its left directly into the path of the sixth vehicle in 
the Army convoy, and those two vehicles collided almost head-on. As a result of 
the collision Mr. Barnes’ automobile was extensively damaged and Mrs. Parks 
was killed. 

Mrs. Parks was the wi’e of Carl Parks, who at the time of her death was a 
member of the United States Army and stationed in England with the Six Hundred 
and Forty-second Port Company. 

The Army claims officer who investigated this accident submitted a report 
which reads, in pertinent part, as follows: 


‘About 10 p. m., the Army vehicles, in convoy and on an official mission, were 
proceeding north on the highway rounding a slight curve to the left therein, 
meet yr tne ai tomobile owned and operated by claimant ( laude Barnes. On 
meeting, the first Army vehicle involved in the accident (being the fifth in the 
convoy) sideswiped the left rear side of claimant Barnes’ automobile, knocking it 
out of control and causing it to run diagonally across the highway and directly 
into the path of the sixth vehicle in the convoy, where it collided almost head-on 
wit! such vehi Mary Parks, also a passenger i ithe ear of claimant 


Bar ics was kill “| i l the co lisic n. Her burial expenses, with thie exXxcey tion of 





CARL PARKS 3 


$12 have been paid by the Atlanta Life Insurance Co. Her husband is in the 
military service and is now at an overseas station. No claim has been filed for 
the recovery of such expenses. * * * The evidence shows that the Army 
convoy was en route from Camp Stewart, Ga., to Atlanta, Ga., and that it had 
stopped in Macon, Ga., for a period of about 2 hours where the drivers of the 
vehicles consumed an undetermined amount of intoxicating liquor. The State 
highway patrolman who investigated the accident states that the drivers of both 
Army vehicles involved in the accident had a strong odor of liquor on their breath 
and that he met the convoy at a point about 1 mile south of the scene of the 
accident and observed the fact that one of the vehicles was proceeding on the 
center line of the highway. The evidence further shows that the Army truck 
which sideswiped the rear part of the claimant Barnes’ car was proceeding either 
on or over the center line of the highway at the point of impact. The evidence 
further shows that claimant Barnes was proceeding on his proper side of the road 
when his car was struck by the fifth vehicle in the convoy. 

“Opinion: The collision and resulting personal injuries and property damage 
were caused by the negligence of the driver of the fifth Army vehicle in the con- 
voy in proceeding too close to or over the center line of the highway, thus rendering 
safe passage between his vehicle and claimant’s car impossible, and was not 
“aused in whole or in part by any negligence, wrongful act, or omission on the 
part of either claimant.” 

In a sworn statement executed by Mr. Carl Parks on May 17, 1950, he said: 

“T am the widower of the late Mary Parks who was killed when the vehicle 
in which she was riding with Claude Barnes, Wiley Gaston, and Hadful Goodson 
was struck by an Army vehicle just outside of Griffin, Ga., on Highway No. 41. 
We did not have any children, and no one was dependent on my wife at this 
time for support. At the time of her death I was in the Army stationed in Eng- 
land with the Six Hundred and Forty-second Port Company. Mary Parks was 
20 vears old at the time of her death. At the time of her death Mary was working 
as a cook for $6 a week. I do not know now much she was paying her mother 
for board and room. Her mother was married at the time, and was not dependent 
in any way on Mary for support. The cost of medical and burial expenses was 
approximately $360, of which the Atlanta Life Insurance Co. paid $291. I paid 
the rest of the expenses myself. The vehicle in which Mary was riding at the 
instant of her death was owned by Claude Barnes of Griffin, Ga. Mary did not 


< 


have any property interest in the vehicle at all; it was completely owned by 





Claude Barnes. Mary did not lose any property as a result of the accident nor 
did she have any property damage at all occur as a result of the accident. Until 
this present action no claim was ever made on behalf of my wife for any damages 
sustained in this accident. This is the only action that has ever been taken for 
anv relief at all for the death of my wife. 

“The only money received in any way to cover anv expenses at all was the 
$291 paid in 1944 by the Atlanta Life Insurance Co. of Atlanta, Ga., in fulfil!ment 
of their death claim.” 

The evidence in this case fairly establishes that the accident of October 28 
1944, and the resulting death of Mrs. Mary Parks were not c d by any fau 
or negligence on the part of Mrs. Parks, or of the driver of the vilian vehicle ir 
which she was riding as a passenger, but were caused solely by the negligence of 
the driver of the fifth vehicle in an Armv convoy in operating his vehicle to the 
left of the center of the road. It is, therefore the view of th De; artni i the 
Army that Carl Parks should be compensated in a reasonable amount o yur 
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of the death of his wife. The proposed award of $5,000 provided in H. R. 8010 
is fair and reasonable, and the Department, accordingly, hs | 


I 4 » 4 rie 
enactment of this bill. 

The claimant has no remedy under the Federal Tort Cla A 60 Stat. 843 
28 U. S. C. 931), as revised and codified by the act of June 25 1S (62 Stat 
933; 28 U.S. C. 1346 (b)), and as amended by the act of Anril 25, 194 Publi 
Law 55, Sist Cong for the reason that the accid tin wi VA | 
occurred prior to January 1, 1945. There is no « { 
claimant mav recover damages on account of the dea 

The Bureau of the Budget advises that there by 
of this report. 

Sincerely vours, 
| | 
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ESTATE OF YOSHIO FUKUNAGA 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany H. R. 1798 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1798) for the relief of the estate of Yoshio Fukunaga, deceased, 
having considered the same, reports favorably thereon, without amend- 
ment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the propose “1 legislation is to pay the sum of $7,500 
to the estate of Yoshio Fukunaga, deceased, Honolulu, T. H., in full 
settlement of all claims against the United States on account of the 
death of Yoshio Fukunaga, a civilian employee of the Department of 
the Army serving in Japan, who died in Tokvo, Japan, on July 1, 1948, 
from injuries sustained by him on that date in an accident involving a 
United States Army bus. 

STATEMENT 


Yoshio Fukunaga was a civilian employee of the Army in Tokyo, 
Japan. On the night of July 1, 1948, at about 11 p. m., he and his 
wife were standing on a sidewalk on the south side of Fujimizaka 
Street, Just west of the intersection of Fifteenth Street, awaiting an 
opportunity to ride to their living quarters in an Army vehicle, since 
at that hour the streetcars had ceased running. At about 11 p.m. 
United States Army bus approached the place where Mr. and Mrs. 
Fukunaga were st: anding and brushed heavily against a tree growing 
just inside the curb line. (The reason for the bus striking the tree is 
not specifically stated in the report of the Department of the Army, 
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though the statement is made that prior to the time that the bus 
reached this area it had been stopped by a military policeman who had 
told the driver not to drive faster than 20 miles per hour because it 
was raining and the pavement was slippery.) A large branch was 
broken from the tree by the impact and thrown about 18 feet, and, i 
falling, the branch struck Mr. Fukunaga on the head causing a ‘fr colath 
of the skull from which he died. 

At the time of his death Mr. Fukunaga was an employee of the Army 
(grade CAF-6), and was receiving a salary of $3,776.25 per annum. 
He was only 27 years of age. He apparently died intestate. He left 
surviving him a wife, Mrs. Sumiko Fukunaga, 25 years of age, and his 
dependent mother, Mrs. Bun Fukunaga, 56 years of age, residing i in 
Hilo, T. H. Asa result of Mr. Fukunaga’s injury and death, medical 
expenses were incurred in the amount of $3.33 and burial expenses in 
the approximate amount of $69.44. 

The Department of the Army concludes that the death of Mr. 
Fukunaga was not caused by any fault or negligence on his part, 
but was instead, solely caused by the negligence of the driver of the 
Army bus in allowing that vehicle to strike the tree from which a 
branch fell, fatally injuring Mr. Fukunaga. The Department 
concludes that $7,500 is a reasonable award to the estate of the 
deceased. 

Inasmuch as Mr. Fukunaga died as a result of injuries caused by 
the negligence of a governmental employee, the committee is of the 
opinion that an award should be granted by the Congress to his 
estate. 

Considering the age of Mr. Fukunaga at his death, the age of his 
surviving wife, and the number of persons dependent upon him, the 
committee does not feel disposed to disturb the conclusion of the 
House of Representatives and the Department of the Army that 
$7,500 would constitute a fair and reasonable settlement of all claims 
against the United States arising out of the death of Mr. Fukunaga. 
The committee therefore reeommends favorable consideration of this 
bill. 

Attached to this report and made a part hereof is the report of the 
Department of the Army submitted in connection with a similar bill 
introduced in the Eighty-first Congress. 





JUNE 2, 1950. 
Hon. EManuri CELLER, 
Chairman, Committee on the Judicicry, 
House of Representatives, 

Dear Mr. Ceiier: The Department of the Army would have no objection 
to the enactment of H. R. 7068, Fighty-first Congress, a bill for the relief of 
Mrs. Ben (Bun) Fukunaga, if it should be amended as hereinafter recommended. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, the sum of $10,000 to 
Mrs. Ben (Bun) Fukunaga, of Honolulu, T. H., in full settlement of all claims 
against the United States for the death of her son, Yoshio Fukunaga, a civilian 
employee of the Department of the Army serving in Japan, who was killed in 
Tokyo, Japan, on July 1, 1948, when he was struck by an automobile driven by a 
member of the United States Armed Forces. 

On July 1, 1948, at about 11 p. m., a United States Army bus, operated by an 
enlisted man on official business, was proceeding west on Fujimizaka Stree’ in 
Tokyo, Japan. It appears that shortly before the occurrence of the accident 
referred to in H. R. 7068 this Army bus had been stopped by a military policeman 
and the driver told to be sure not to drive faster than 20 miles an hour because 
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it was raining and the pavement was very slippery. Yoshio Fukunaga, a civilian 
employee of the Army in Tokyo and presumably an American citizen of Japanese 
extraction, and his wife, Mrs. Sumiko Fukunaga, a Japanese subject, were standing 
on the sidewalk on the south side of Fujimizaka Street, just west of its inter- 
section with Fifteenth Street, awaiting an opportunity to ride to their living 
quarters in some passing Army vehicle, since at that hour the streetcars had 
stopped running. As the above-mentioned bus approached the place where Mr. 
and Mrs. Fukunaga were standing (Tokyo traffic travels on the left side of the 
road) it brushed heavily against a tree growing just inside the curb line. It 
appears that a large branch was broken from the tree by the impact and thrown 
about 18 feet and that in falling it struck Mr. Fukunaga on the head, causing 
a fracture of the skull, from which he died while being carried to a hospital in an 
Army vehicle. 

As a result of Mr. Fukunaga’s injury and death medical expenses were incurred 
in the amount of 1,200 ven ($3.33) and burial expenses in the approximate amount 
of 25,000 ven ($69.44). 

Mr. Fukunaga was 27 years of age at the time of his death, and as a civilian 
employee of the Army (grade CAF-—6) was receiving a salary of $3,776.25 per 
annum. He apparently died intestate. He left surviving his wife, Mrs. Sumiko 
Fukunaga, 25 vears of age, residing at Chuo-ku, Nihombashi, Muromachi, 3-3, 
Tokyo, and his mother, Mrs. Bun Fukunaga (referred to in H. R. 7068 as “‘ Mrs. 
Ben Fukunaga’’), 56 years of age, 38 Kainehe Street, Hilo, T. H. On July 2, 1948, 
the decedent's widow stated that she was being examined on the following day to 
determine whether she was ‘‘really pregnant or not,’’ but no evidence has been 
furnished to the Department of the Army showing whether she ever gave birth 
to a child of the decedent. 

The claims officer who investigated this case stated in his report that the 
decedent’s widow had advised that both she and the decedent’s mother, Mrs. Bun 
Fukunaga, were dependent upon the decedent for their support at the time of 
his death. 

The evidence in this case fairly establishes that the death of Yoshio Fukunaga 
was not caused by any fault or negligence on his part but was caused solely by the 
negligence of the driver of the Army bus in permitting said vehicle to strike a tree, 
breaking therefrom a branch which, in falling, struck Mr. Fukunaga and inflicted 
injuries resulting in his death. 

It appears that the decedent was domiciled in Hawaii at the time of his death. 
It further appears that under the laws of Hawaii if a person domiciled in Hawaii 
dies intestate his estate shall be divided equally among his children, and the issue 
of any deceased child by right of representation, and that if the intestate leaves a 
widow but no issue “his estate shall descend one-half to his widow, and the other 
half to his father and mother as tenants in common” (sec. 12073 of the Revised 
Laws of Hawaii, 1945). The Department of the Army believes that an award in 
a reasonable amount should be made on account of the death of Yoshio Fukunaga. 
In view of the fact that Mr. Fukunaga left surviving a wife, who was dependent 
upon him for her support, and as there is evidence that a child was expected at 
the time of his death, it is believed that H. R. 7068 should be amended to make 
payable to his estate any award that may be granted by the Congress on account 
of hisdeath. The proposed award of $10,000 stated in this bill appears to be some- 
what excessive. The Department of the Army would have no objection to the 
enactment of the bill if it should be amended to provide for an award to the estate 
of the decedent in the amount of $7,500, which, it is believed, would constitute a 
fair and reasonable settlement of all claims against the United States arising out of 
the death of Mr. Fukunaga. It is, therefore, recommended that, if this bill is 
favorably considered by the Congress, the title and text thereof be amended to 
read as follows: 


“A BILL For the relief of the estate of Yoshio Fukunaga, deceased 


“ Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, the sum of $7,500 to the estate of Yoshio Fukunaga, 
deceased, Honolulu, Territory of Hawaii, in full settlement of all claims against 
the United States on account of the death of the said Yoshio Fukunaga, a civilian 
employee of the Department of the Army serving in Japan, who died in Tokyo, 
Japan, on July 1, 1948, from injuries sustained by him on said date in an accident 
involving a United States Army bus: Provided, That no part of the amount 
appropriated in this Act in excess of 10 per centum thereof shall be paid or 
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delivered to or received by any agent or attorney on account of services rendered 
in connection with this claim, and the same shall be unlawful, any contract 
to the contrary notwithstanding. Any person violating the provisions of this 
Act shall be deemed guilty of a misdemeanor and upon conviction thereof shall be 
fined in any sum not exceeding $1,000.” 

Neither the decedent’s widow, his mother, nor his estate has any remedy under 
the Federal Tort Claims Act (60 Stat. 843; 28 U. 8. C. 931), as revised and codified 
by the act of June 25, 1948 (62 Stat. 933; 28 U.S. C. 1346 (b)), and as amended by 
the act of April 25, 1949 (Public Law 55, 81st Cong.), for the reason that the acci- 
dent which caused the decedent’s death occurred in a foreign country. Likewise 
neither the decedent’s widow, his mother, nor his estate has any remedy under 
the United States Employees’ Compensation Act of September 7, 1916 (39 Stat. 
742; 5 U. S. C. 751), as amended, because at the time of the fatal injury of the 
decedent he was not engazed in the performance of his duty as a civilian employee 
of the United States. There is no other statute under which any amount may be 
paid on account of the death of the decedent. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FranK Pace, Jr., 
Secretary of the Army. 
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ADDIE DEAN GARNER SCOTT 


APRIL 17, 1951.— Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


> % % 
REPOR’ 
[To accompany H. R. 21 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 2175) for the relief of Addie Dean Garner Scott, having con- 
sidered the same, reports favorably thereon, without amendment, 


and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $5,000 
to Addie Dean Garner Scott, widow of Buford Scott, in full settlement 
of all claims against the United States for compensation for the death 
of her husband, as a result of an accident involving a United States 
Army vehicle, on December 11, 1943, about 10 miles west of Cooke- 
ville, Putnam County, Tenn., on United States Highway 70, North. 


STATEMENT 


On December 11, 1943, the husband of the claimant was riding as 
a passenger in a oe automobile in the vicinity of Cookeville, Tenn. 
At about 6:45 p. m., as it was becoming dark, the private vehicle 
collided with a United States Army tank transporter that had been 
left parked on the highway with its left side extending for a distance 
of approximately 2% feet over the paved part of the road. It was 
not equipped with reflectors, and no flares or other warning signals 
were put on the highway to warn traffic. Two passengers in the 
private car were killed instantly and three other occupants sustained 
injuries of varying degree of severity. 
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The Department of the Army admits negligence in this case and, 
in fact, has compensated the widows of the two deceased passengers to 
the extent of paying their funeral expenses. 

In the Eighty-first Congress, a bill was enacted for the relief of the 
widow of the other passenger. 

Attached hereto is a letter from the Department of the Army, dated 
August 15, 1950, which sets forth in detail the facts in this case. 





DEPARTMENT OF THE ARMY, 
Washington 25, D. C., August 15, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Cetier: The Department of the Army has no objection to the 
enactment of H. R. 9045, Eighty-first Congress, a bill for the relief of Addie Dean 
Garner Scott. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, to Addie Dean Garner 
Scott, the widow of Buford Scott, the sum of $5,000, in full settlement of all claims 
against the United States for compensation for the death of her husband, Buford 
Scott, as a result of an accident involving a United States Army vehicle, on 
December 11, 19438, about 10 miles west of Cookeville, Putnam County, Tenn., 
on United States Highway 70, North. 

On December 11, 1943, at about 4 p. m., during Army maneuvers, a tank 
transporter was left parked on the right-hand side of United States Highway No. 
70—-N, about 8 miles west of Cookeville, Tenn. This vehicle was headed west, 
with its left side extending for a distance of approximately 2% feet over the paved 
part of the road. It was not equipped with reflectors, no flares or other warning 
signals were put on the highway to warn traffic of its presence, and no military 
personnel were stationed near it for that purpose. At about 6:45 p. m., as it was 
becoming dark, an automobile in which Buford Scott was riding as a passenger, 
approached the parked tank transporter from the east. It appears that the driver 
of the civilian automobile failed to see the parked Army vehicle until he had come 
within about 4 feet of it, that he thereupon tried to turn to his left and avoid a 
collision, but that despite such attemps his car crashed into the left rear of the 
Army vehicle. Mr. Scott sustained injuries from which he died 4 days later, and 
Richmond Glenn Harris, Sr., another passenger in the ear, was killed instantly. 
The three other occupants of the civilian car sustained injuries of varying degrees 
of severity. The expenses incurred in connection with the burial of Buford Scott 
were paid by the Army under the provision of the act of July 3, 1943 (57 Stat. 
372; 31 U.S. C. 223b). There was no statute under which any amount could be 
paid administratively to Mr. Seott’s widow on account of his death. 

Mr. Scott was a carpenter by trade. He was 54 years of age at the time of 
his death. He lIcft surviving his widow, Mrs. Addie Dean Garner Scott, and 
five children (three sons and two daughters, all of whom are now over 21 years 
of age). Mrs. Scott was wholly dependent upon her husband for her support. 

The evidence fairly establishes that this accident and the resulting death of 
Buford Scott were proximately caused by the negligence of responsible military 
personnel, while acting within the scope of their employment, in so parking the 
unlighted tank transporter that it extended over a part of the pavement of the 
highway and in leaving it there in the dusk without taking any measures whatever 
to protect traffic lawfully using the highway. There was no negligence on the 
yart of Mr. Scott or the driver of the automobile in which he was riding. The 
Dearne of the Army, therefore, believes that Mrs. Scott should be com- 
pensated in a reasonable amount for the death of her husband. The proposed 
award of $5,000 provided in H. R. 9045 is fair and reasonable, and the Department, 
accordingly, has no objection to the enactment of the bili. 

Mrs. Scott has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act df June 25, 1948 (62 Stat. 933; 
28 U.S. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public Law 55, 
8ist Cong.), for the reason that the accident giving rise to her claim occurred 
prior to January 1, 1945. ° 
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Attention is invited to the fact that H. R. 739, Eighty-first Congress, entitled 
**A bill for the relief of Mary Jane Harris,’ which awarded to Mrs. Harris the 
sum of $5,000 on account of the death of her husband, Richmond Glenn Harris, 
Sr., who was killed in this same accident, was enacted by the Congress, and was 
approved by the President on April 18, 1949, becoming Private Law 20, Eighty- 
first Congress. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


O 
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APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2304] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 2304) for the relief of Bernard F. Elmers, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay, out of any money 
in the Treasury not otherwise appropriated, to Bernard F. Elmers, 
Pleasant Plains, N. Y., the sum of $2,500 in full satisfaction of his 
claim against the United States for property lost while in possession 
of military authorities on or after July 8, 1947. 


STATEMENT 


Bernard F. Elmers was a civilian employee of the Army in Germany 
in 1947, when he was seriously injured by two Polish displaced persons 
who attacked him, inflicting serious injuries upon him, fracturing his 
skull and severing certain nerves which caused permanent paralysis 
and disfigurement to his face, and causing him to lose mental capacity 
and impair his hearing and vision. 

No payment is proposed to be made to him for his personal injuries, 
because his employment contract contained a full, complete, all- 
inclusive waiver. He would be paid under this bill the sum of $2,500, 
which is the value of certain bonds that were taken from him by the 
Criminal Investigation Division of the Army and not returned to him. 
The bonds were lost while in the possession of the Army in connection 
with said investigation. 

A bill was favorably reported and passed the House and Senate 
during the Eighty-first Congress in the amount of $12,500, represent- 
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ing securities and personal injuries, and was vetoed by the President. 
However, he stated in the veto message that he would approve a bill 
to reimburse Mr. Elmers for the securities lost. This bill conforms to 
the suggestions of the veto message. 

The report from the Department of the Army is as follows: 


DEPARTMENT OF THE ARMY, 


s Washington, D. C., February 2, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Cevuer: Reference is made to your letter enclosing a copy of H. R. 
4803, Eighty-first Congress, a bill for the relief of Bernard F. Elmers, and request- 
ing a report on the merits of the bill. 

This bill provides as follows: 

“That the Secretary of the Treasury be, and he is hereby, authorized and 
directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Bernard F. Elmers, Pleasant Plains, New York, the sum of $12,500, in full 
satisfaction of his claim against the United States for personal injuries and 
property damage sustained by him on July 8, 1947, when he was assaulted and 
robbed by unknown assailants while employed as a civilian employee of the 
Army Exchange Service, to wit, a junior auditor, serving with the Army in 
Germany.” 

On December 13, 1946, Mr. Elmers signed a contract with the Army Exchange 
Service, European theater, whereby he accepted employment as a junior auditor, 
with the Army Exchange Service in Germany for a period of 1 year from the 
date of his departure from the United States. This contract contained, among 
others, the following provision: “the employee waives for himself, his heirs, 
successors and assigns all claims against the United States, its instrumentalities, 
branches, officers, and agents of any loss, damage, or injury that may be sustained 
by bim, to his person or property during the continued existence of the contract 
or any renewal thereof.” 

Upon his arrival in Germany Mr. Elmers was assigned to work at Camp Grohn, 

near Bremen. Living quarters were assigned to him in the town of Lesum, which 
adjoins Camp Grohn. On the evening of July 8, 1947, Mr. Elmers was working 
in his quarters at Lesum on an audit of the accounts of the officers’ mess and of the 
enlisted men’s club which audits he had been requested to make by his command- 
ing officer, as an extra duty. He was dictating the final report to a stenographer, 
a fellow Army Exchange Service employe. They worked until about 11:30 p. m., 
and then Mr. Elmers accompanied the stenographer part of the way home. On 
his way back to his quarters at about midnight, or shortly thereafter, he was 
ambushed by two men (later identified as Polish displaced persons), who beat 
him about the head repeatedly and mercilessly with a piece of a fence, inflicted 
other severe injuries to his person, and left him to die. About 244 hours later he 
was discovered lying unconscious near the road, bleeding profusely from open 
wounds on his head and face and from his ears. After receiving first aid he was 
removed to the Three Hundred and Nineteenth Station Hospital in Bremerhaven 
in what appeared to be a dying condition. For about 10 days he remained in a 
coma, hovering between life and death. By some miracle, however, he survived, 
though permanently injured and disabled. He was returned to the United States 
aboard a hospital ship in August 1947. 
» The two afore-mentioned Polish displaced persons, who had been employed as 
civilian guards at American quartermaster depots, but who had been discharged 
before this incident occurred, were subsequently apprehended, tried by a military 
government court, and convicted as the assailants of Mr. Elmers. Each was 
sentenced to a prison term of 30 years. 

The physicians who attended Mr. Elmers at the hospital, Capt. Walter Eder 
and Capt. William Howard, testified at the trial as to the extent of his injuries. 
They found several extremely dangerous skull fractures with injuries to the brain 
at the site of the fractures, also a severance of the seventh cranium nerve, resulting 
in permanent paralysis and disfigurement of one side of Mr. Elmers’ face. They 
testified that the brain injuries were permanent and would permanently disable 
Mr. Elmers from working again as an accountant and probably from pursuing 
any “gainful occupation. As possible future consequences of the injuries these 
physicians listed: Convulsions, generalized dementia, loss of mental capacity, 
further paralysis of other cranium nerves, hemorrhages with cerebral vascular 
action, loss or partial loss of hearing, due to the perforation of both eardrums, 








BERNARD F. ELMERS 3 


and some loss of vision. They also testified that the injuries to the brain were 
severe enough to kill him instantly and that Mr. Elmers may yet die as a result 
of the said injuries ‘‘either 5 minutes from now or 5 years from now,” also that 
there was serious damage to the kidneys caused by severe blows inflicted by his 
assailants. It appears that the prognosis of the physicians has since been partly 
realized. Mr. Elmers has been in broken health since his return from Germany, 
and is disabled from performing any work. He is subject to severe headaches, 
attacks of dizziness, and sudden fainting spells. There is little doubt that his 
disability is permanent. Mr. Elmers isan American citizen, with a wife and two 
minor children. At the time this incident occurred Mr. Elmers’ average annual 
earnings were $4,089.75. In addition to the personal injuries sustained he also 
lost certain personal property. After the attack upon him all of his personal 
effects were taken into custody by the local office of the Criminal Investigation 
Division of the Army. These included his clothing, traveling bag, an unknown 
quantity of Danish and Norwegian securities said to be valued at approximately 
$2,000 and the records of the enlisted men’s club, which he had been auditing just 
prior to the assault upon him. Shortly after these items were taken into custody, 
the office of the Criminal Investigation Division, to which they had been taken 
for safekeeping, was burglarized, and the items in question were removed by 
persons unknown. 

The record in this case contains no evidence as to what medical and hospital 
expenses Mr. Elmers may have incurred for the treatment of his injuries. Such 
treatment as he received in Army hospitals was undoubtedly rendered without 
cost to him except for a small charge for subsistence. 

Since Mr. Elmers was an employee of the Army Exchange Service, paid from 
nonappropriated funds, he could not be regarded as having been an employee of 
the United States for the purpose of entitlement to the benefits of the United 
States Employees’ Compensation Act of September 7, 1916 (39 Stat. 742; 5 
U.S. C. 751), as amended. The officers’ mess and the enlisted men’s club, whose 
accounts he had been auditing during the evening he was injured, are not operated 
by or connected with the Army Exchange Service. His injuries received while 
he was returning home after auditing the accounts of those agencies cannot, 
therefore, be considered as having been sustained during the course of his em- 
ployment with the Army Exchange Service. Consequently, he is not entitled 
to any benefits under the employees’ compensation insurance provided from 
private sources for the protection of Army Exchange Service employees. In 
view of the provision contained in Mr. Elmers’ employment contract whereby he 
expressly waived any claim against the United States for any loss, damage, or 
injury sustained by him during the existence of said contract, he would be barred 
from asserting a claim against the Government for damages on account of his 
injury or the loss of his property even if he had valid grounds for such a claim. 
However, he has no legal basis for a claim against the United States on account 
of his injury for the reason that such injury was not caused by any officer, agent, 
or employee of the United States. 

Inasmuch as the evidence in this case shows that Mr. Elmers was assaulted 
while returning to his quarters late at night after having worked on an audit 
of the accounts of the officers’ mess and the enlisted men’s club at the direction 
of his commanding officer, and as there is no method by which he may be com- 
pensated for the damages sustained by him except through the enactment of 
special legislation by the Congress, such as that proposed in H. R. 4803, the 
Department of the Army would have no objection to the favorable consideration 
of this bill by the Congress. Considering the nature and extent of the injuries 
sustained by Mr. Elmers, which have resulted in a large degree of permanent 
disability, the earnings lost by him on account of his injury, and the value of the 
personal property lost, the proposed award of $12,500 provided in H. R. 4803 
appears to be fair and reasonable. 

This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U. S. C. 931), as revised and codified by the act of June 25, 1948 (62 
Stat. 933; 28 U. 8S. C. 1346 (b)), and as amended by Publie Law 55, Eighty-first 
Congress, approved April 25, 1949, for the reasons (1) that the incident out of 
which his claim arose occurred in a foreign country, and (2) that Mr. Elmers’ 
injuries were not caused by the negligent or wrongful act or omission of any 
employee of the Government. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Gorpon Gray, Secretary of the Army. 


O 
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APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2714] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2714) for the relief of Marcelle Lecomte, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to define for naturalization purposes the 
extent of residence within the United States of an alien employee of 
the United States Embassy in Paris, France, who was permanently 
admitted to this country on December 16, 1945. 


STATEMENT OF FACTS 


The beneficiary of this bill is a native and citizen of France who for 
the past 20 years has been an employee of the United Scates Depart- 
ment of State in France and other European posts. 

The following letter dated February 5, 1951, to the chairman of the 
Senate Committee on the Judiciary from the Deputy Under Secretary 
of State states further pertinent facts in the case: 


DEPARTMENT OF STATE, 
Washington, D. C., February 5, 1951. 

My Dear Senator McCarran: I was delighted to learn that you are contem- 
plating introducing a private bill on behalf of Miss Marcelle Lecomte as I most 
sincerely hope that some way can be found to make it possible for her to obtain 
American citizenship. 

Miss Lecomte has been with the Foreign Service for 20 years and has become 
one of the most valuable alien employees which the Service has developed. She 
was initially employed at the consulate general in Naples on April 1, 1931. 
Following Italy’s declaration of war against France in June of 1940, it was neces- 
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sary to transfer Miss Lecomte, a French citizen, from Italy, and she was reassigned 
to the consulate at Bordeaux where she was most helpful in assisting in the evacua- 
tion of Americans from that area following the defeat of France. 

In November of 1940, she was transferred to the consulate general at Marseille 
where she served as chief clerk until that office was closed by the Germans follow- 
ing the north African landings. She was immediately employed by the Swiss 
Government, which had assumed responsibility for American interests in all of 
France, and she was placed in charge of the American interests section of their 
consulate at Marseille. Following the American landings in southern France, 
Miss Lecomte was reemployed by the American consulate general which was 
reestablished at Marseille and until May 1945 served as chief clerk and as secre- 
tary to the consul general. In May 1945, she was transferred to the American 
Embassy at Paris where she has served ever since, first as secretary to the adminis- 
trative and executive officer and later in the Embassy’s transportation section 
where her work was so outstanding that she was placed in charge of the section 
in February 1950. 

It was her long-standing desire to obtain American citizenship that first brought 
Miss Lecomte to the United States in 1945, again in 1946 and most recently in 
December of 1950. I now learn that her petition for naturalization has been 
refused on the basis of a determination that she had not fulfilled the legal require- 
ment that the first 12 months of the 5-year residence period must be spent con- 
tinuously in the United States. While I am, of course, not in a position to question 
this determination, I am told that at the time of her initial stay in the United 
States Miss Lecomte was given to believe that it was possible to waive physical 
residence in the United States during the whole of this 12-month period provided 
that she was working for the United States Government abroad. I feel that 
Miss Lecomte has suffered extreme hardship under the circumstances and can 
assure you that her service abroad during that time was for the benefit and in 
the interest of the American Government. 

Throughout her employment by the Foreign Service, Miss Lecomte has con- 
tinuously rendered exceptionally able services. She has been repeatedly singled 
out for commendation by her superior officers and by literally hundreds of Ameri- 
cans whom she has so ably assisted. I commend her to you without qualification 
or reservation. 

Very truly yours, 
CaRLIisLE H. HuMELSsINE, 
Deputy Under Secretary. 


Congressman Harold D. Cooley, the author of the bill, submitted 


the following statement to the Committee on the Judiciary of the 
House of Representatives in connection with the case: 


STATEMENT OF Harowp D. CooLtey, MEMBER OF ConGrREss REGARDING H. R. 2714 


The purpose of this bill is to provide that in the administration of the immigra- 
tion and naturalization laws the provisions of sections 307 (a) and (b) of the 
Nationality Act of 1940 shall not be held to apply to Marcelle Lecomte. These 
are the sections of the act relating to the establishment of residence by an alien 
seeking naturalization and establishing certain conditions under which the absence 
from the United States during the statutory period of residence shall not be 
construed as interrupting such continuous residence. 

Following are the pertinent facts in this case: 

Miss Marcelle Lecomte is a native and citizen of France. For the past 20 
years she has been an employee of the American State Department in France 
and other European posts. During the German occupation of France she was 
transferred to the employment of the Swiss Government and placed in charge of 
the American interests being administered by the Swiss consulate at Marseille. 
Since May 1945 she has been an employee of the American Embassy at Paris 
and is at present in charge of the Embassy’s transportation section, from which 
position she is now on leave. 

Throughout her 20 years of employment by the State Department, Miss 
Lecomte has served with ability and distinction. Letters from the Deputy 
Under Secretary of State and others testifying as to her meritorious service with 
the State Department and expressing their personal desire that she be admitted 
to citizenship, will be filed with the committee. 

Miss Lecomte has long wanted to become an American citizen and as soon as 
war conditions permitted she sought the advice of her superiors and others in the 
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State Department as to the steps necessary for her to acquire citizenship. Acting 
entirely on the advice she received from officials of our Government, including 
some in the Immigration and Naturalization Service, Miss Lecomte began in 
1945 to carry out the action recommended which would lead her to American 
citizenship. Then, and at all times since then, Miss Lecomte has followed 
explicitly the course of action recommended to her by the officials of our Govern- 
ment. 

Acting on that advice, Miss Lecomte was lawfully admitted to the United 
States for permanent residence on December 16, 1945, and filed her declaration 
of intention to become a citizen of the United States on January 9, 1946. Having 
established a residence in New York, Miss Lecomte then returned to her employ- 
ment at the American Embassy in Paris, leaving the United States on January 
26, 1946. 

The record shows that in September 1946 Miss Lecomte wrote to the Immigra- 
tion and Naturalization Service inquiring as to the steps necessary for obtaining 
United States citizenship, and by letter dated October 9, 1946, she was advised 
that, if possible, she should return to the United States within 1 vear after her 
departure therefrom, and it was further stated that ‘‘this suggestion is made so 
that you may be able to make a showing that your residence in the United States 
during the period of 1 year from the date of your admission for permanent resi- 
dence until the date of your return might be legally construed as ‘residence in the 
United States,’ without any legal break.”’ 

In this same letter she was also advised to apply for the benefits of section 
307 (b) of the Nationality Act, the provision that absence from the United States 
for any extended period shall not be construed a break in continuous residence if 
such absence is in the service of the United States or for a number of other similar 
purposes. 

In compliance with the suggestions of this letter, Miss Lecomte reentered the 
United States on January 4, 1947, and on January 10, 1947, executed and sub- 
mitted an application for the benefits of section 307 (b) (for permission to be 
absent from the United States for a period of more than 1 year) and on January 16, 
1947, this application was approved. 

In the letter from the Immigration and Naturalization Service of October 9, 
1946, and again in the order approving Miss Lecomte’s application for absence in 
the service of the United States, it was pointed out that the section of the statute 
requiring residence and authorizing certain exemptions therefrom ‘‘is open to 
construction as it stands today” and that no final determination of her admissi- 
bility could be made until her petition for naturalization was presented to the 
court. 

Miss Lecomte was assured, however, by her superior officials in the State Depart- 
ment and by other American officials whose knowledge and judgment she had 
every right to trust, that her actions were clearly within the terms of the statute 
as it was then construed and that there would be no difficulty in her obtaining 
citizenship. 

Since she first established residence in New York, Miss Lecomte has paid the 
income taxes of the State of New York and the Federal Government required of 
a resident alien. She has further, at all times and in all ways, done everything 
which she was told by competent officials she needed to do to obtain Ameri- 
can citizenship. 

On December 7, 1950, Miss Lecomte again returned to New York and on 
December 18, 1950, filed her petition for naturalization. On January 29, 1951, 
this petition came in due course before the United States district court in New 
York and was denied upon the adverse recommendation of the naturalization 
examiner assigned to Miss Lecomte’s case. 

Having received notice of the ‘intention of the examiner to submit an adverse 
recommendation to the court, Miss Lecomte had taken this up with the officials in 
the State Department who advised her that she had nothing to worry about and 
that it was their opinion that the court would approve her petition, notwithstand- 
ing the adverse recommendation. On their advice Miss Lecomte was not even 
represented by counsel at the hearing and there was no presentation to the court 
whatever, other than the adverse report of the naturalization examiner. 

The examiner’s recommendation was based entirely on the single point that 
sections 307 (a) and (b) of the Naturalization Act of 1940 should be construed to 
require actual physical residence in the United States for at least 1 year prior to 
the submission of a petition for naturalization. 

On all questions of fact the examiner’s report is specifically favorable to Miss 
Lecomte. 
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The record shows, the report says, that Miss Lecomte was legally admitted to 
the United States and that all necessary legal steps to perfect her application for 
naturalization were taken at the proper time. 

“There is no question,” the report said, “about the petitioner’s continuous 
employment by the United States Government during the entire period of resi- 
dence in question.”” The report further states that “it has been affirmatively 
established thet her admission to the United States would be beneficial to the 
welfare of this Nation.” 

In summation, Miss Marcelle Lecomte, for whose benefit this bill has been 
introduced, has long sought to become an American citizen. Acting upon the 
advice of her superior officers in the American State Department and upon that 
received from the Immigration and Naturalization Service she has, for more than 
the past 5 years followed explicitly the steps recommended for her to achieve this 
citizenship. To her amazement and dismay another official of this same Govern- 
ment has now found that the steps recommended to her were not sufficient and 
that she is not eligible for naturalization. The equity of this case clearly indicates 
that this committee in Congress should take the unusual step of enacting this 
special bill to permit Miss Lecomte to achieve the goal which she was told she 
had done everything necessary on her part to attain. 


A bill, S. 920, for the relief of the same beneficiary is pending be- 
fore the Senate Committee on the Judiciary. In view of the fact 
that the present bill is being reported favorably, the bill, S. 920, will 
be indefinitely postponed. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2714) should be enacted. 


O 
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APRIL 17, 1951.—Ordered to be printed 


ee” 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the follow ing 


REPORT 
[To accompany 8. 297] 


The Committee on the Judiciary, to which was referred the bill 
(S. 297) for the relief of Tsung Hsien Hsu, having considered the same, 


reports favorably thereon with an amendment in the nature of a sub- 
stitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of sections 4 (a) and 9 of the Immigration Act of 1924, as 


Ait 


amended, the minor child, Tsung Hsien Hsu, shall be held and considered to be 


A 


the natural-born alien child of Lt. Richard Corsa, a citizen of the United Stat 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of a minor Chinese child who has been adopted 
by a citizen of the United States. The child would be considered to 
be a nonquota immigrant which is the status normally enjoyed by the 
alien minor children of United States citizens. 


STATEMENT OF FACTS 
The pertinent facts in the case are contained in the following letter 


dated March 15, 1951, to the chairman of the Senate Committee on 
the Judiciary from the Deputy Attorney General: 
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Marcu 15, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 297) for the relief of Tsung Hsien Hsu, 
an alien. 

The bill would provide that notwithstanding the provisions of section 2 of the 
act entitled “An act to repeal the Chinese Exclusion Acts, to establish quotas, 
and for other purposes,”’ approved December 17, 1943 (57 Stat. 601; 8 U.S. C. 
212a), Tsung Hsien Hsu, the adopted son of Lt. Richard T. Corsa, an American 
citizen, shall be admitted to the United States for permanent residence as a 
nonquota immigrant under section 4 (a) of the Immigration Act of 1924 (43 
Stat. 155; 8 U. S. C. 204 (a)), if he is found to be otherwise admissible under 
the provisions of the immigration laws. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of China of the Chinese race, having 
been born in Shanghai, China, about June 27, 1932. He was lawfully adopted 
according to the Chinese Civil Code by First Lt. Richard Corsa, who is now 
stationed in Washington, D. C, The alien presently resides at the YMCA in 
Hong Kong and the Right Reverend Hall, Bishop of Hong Kong, is his guardian. 
In June 1946 the alien entered the United States at the port of San Francisco, 
Calif., under authority of United States War Department Circular No. 245 of 
August 14, 1945, accompanied by his adoptive father. He was excluded, how- 
ever, on the ground that he was an immigrant not in possession of an immigration 
visa. The Board of Immigration Appeals affirmed the exclusion without preju- 
dice to his reapplication for admission to the United States when in possession 
of the appropriate documents. He was paroled into the custody of Lieutenant 
Corsa, Wynnewood, Pa., and was granted until January 15, 1947, to adjust his 
immigration status. He was subsequently granted voluntary departure and his 
parole was extended until April 15, 1947. On April 5, 1947, he departed volun- 
tarily for Shanghai, China, accompanied by his adoptive father, who had accepted 
a position at St. John’s University in China, 

The files further reflect that when the alien’s number was finally reached on the 
quota list and he and his adoptive father endeavored to take a boat from Shanghai, 
the Communists refused to allow the alien to board the ship. Lieutenant Corsa 
therefore left Shanghai alone and the alien went to Hong Kong, his dossier being 
transferred by the United States consulate at Shanghai to Hong Kong with regis- 
tration date of 1946. The Chinese racial quota to which he is chargeable is over- 
subscribed and a quota immigration visa is not readily obtainable. Although his 
adoptive father is a citizen of the United States, his adoption, since he is an alien, 
does not affect his citizenship status, nor does it confer on him any preference or 
priority in the issuance of an immigration visa. In the absence of general or 
special legislation the alien is unable to proceed to this country for permanent 
residence without a quota immigration visa. 

Whether this bill should be enacted presents a question of legislative policy 
concerning which this Department prefers not to make a recommendation. 

Yours sincerely, 
Peyton Foro, 
Deputy Attorney General. 


Senator Edward Martin, the author of the bill, has submitted the 
following information in connection with the case: 


ENCLOSURE (RE Butt 8. 297, ror THE Rewer or TsunG Hsten Hsv) 
Question 1 


In the latter part of 1945, Tsung Hsien Hsu was adopted according to Chinese 
law by Master Sgt. Richard T. Corsa. In 1946 Hsu came to the United States 
with R. J. Eney, age 7 (Chinese), who was adopted by Maj. J. K. Eney, United 
States Army. Tsung Hsien Hsu returned to China, without prejudice, when his 
guardian accepted a position of teaching at St. John’s University, Shanghai. The 
Communist Government would not allow the boy, being Chinese, to board the 
steamship Gordan even though he might have received his United States visa. 
He went overland to Hong Kong; his dossier was transferred with a registration 
date of 1946 from the American consulate in Shanghai to the consulate in Hong 
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Kong. He being Chinese, and Hong Kong being a Crown British colony, made it 
impossible for him to come to the United States under ordinary circumstances 
provided by the Chinese quota. A special bill is the only means available that 
the child can join his foster parent. 
Question 2 

At present Tsung Hsien Hsu is attending a British Mission School in Hong 
Kong under the guardianship of the Right Reverend Ronald Hall, Bishop of 
Hong Kong. 


Question 3 

He has received all his support and education from Lieutenant Corsa for a 
period of at least 6 years. If allowed to enter the United States, his education 
and support will continue to be provided until such time as he has reached his 
maturity. 
Question 4 

He belongs to no political group nor takes part in any activities which is in- 
jurious to the American public interest. 
Question 5 
_ Tsung Hsien Hsu has never been convicted of an offense under any Federal or 
State law, 

Ricuarp T, Corsa, First Lieutenant, Infantry. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 297), as amended, should be enacted. 


O 
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STEFAN LENARTOWICZ AND HIS WIFE, IRENE 
APRIL 17, 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §. 360] 


The Committee on the Judiciary, to which was referred the bill 
(S. 360) for the relief of Stefan Lenartowicz and his wife, Lrene, having 
considered the same, reports favorably thereon with an amendment 
in the nature of a substitute, and recommends that the bill, as 
amended, do pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Stefan 
Lenartowiez and his wife, Irene, shall be held and considered to have been law- 
fully admitted to the United States for permanent residence as of the date of the 
enactment of this Act, upon payment of the required visa fees and head taxes. 
Upon the granting of permanent residence to such aliens as provided for in this 
Act, the Secretary of State shall instruct the proper quota-control officer to deduct 
two numbers from the appropriate quota for the first year that such quota is 
available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Stefan and Irene Lenarto- 
wicz. The bill provides for the appropriate quota deductions and for 
the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill, husband and wife, are natives and 
citizens of Poland, 57 and 36 years of age, respectively. They last 
entered the United States as temporary visitors on November 4, 
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1949. Mr. Lenartowicz was formerly the director of the World 
League of Poles Abroad, is presently a writer and journalist, and does 
occasional broadcasts for the Committee for a Free Europe and for 
the Voice of America. 

A letter dated March 23, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General reads as 
follows: 

Marcu 23, 1951. 
Hon. Pat McCarRAn, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 360) for the relief of Stefan Lenarto- 
wicz and his wife, Irene Lenartowicz, aliens. 

The bill would provide that, in the administration of the immigration laws, 
Stefan and Irene Lenartowicz shall be considered to have been lawfully admitted 
into the United States for permanent residence as of the date of their last entries 
therein, upon payment of the required visa fees and head taxes. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct two 
numbers from the appropriate immigration quota. e 

The files of the Immigration and Naturalization Service disclose that both aliens, 
who claim to be stateless, are natives and citizens of Poland, the husband having 
been born in Warsaw, Poland, on March 21, 1894, and the wife in Jasieniec, 
Poland, on December 20, 1914. They entered the United States on November 4, 
1949, when they were admitted as temporary ‘visitors for a period of 6 months. 
They received extensions of stay until June 3, 1950, and, although now unlawfully 
in this country, have indicated a desire to remain here permanently. Before 
coming to the United States these aliens resided in London, England, for 4 years. 
Mr. Lenartowicz is a writer and journalist and occasionally broadcasts for the 
Committee for a Free Europe and for the Voice of America. It is reported that 
he is also a Director of the World League of Poles Abroad, the central office of 
which is in London, and that the purpose of that organization is to promote an 
international student exchange and to aid Polish students who are abroad, and 
also to attempt to promote freedom for Poland. Mr.Lenartowicz is credited 
with having written in the Polish language articles published by the Polish Ameri- 
can Congress. Mrs. Lenartowicz is employed as a packer by the Helena Rubin- 
stein Cosmetic Co. Interviews had with various persons to whom these persons 
appear to be well-known indicated that they are of good moral standing. 

The quota of Poland, to which these aliens are chargeable, is over-subscribed 
and immigration visas are not readily obtainable, but the records fail to present 
reasons which would justify enactment of special legislation granting them 
preference over other persons chargeable to that quota. 

Accordingly, this Department is unable to recommend enactment of the bili. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


The following statement and letters have been received by the 
chairman of the Senate Committee on the Judiciary in connection 
with the bill: 

First 

Mr. and Mrs. Stefan Lenartowiez arrived in the United States from Great 
Britain on Steamship Washington landing in New York port on November 4, 1949. 
They both had United States immigration visas issued by the American consulate 
general in London for a period of 12 months. Mr. Lenartowicz arrived upon the 
invitation of the Polish American Congress and during his stay in the United 
States he delivered a number of anti-Communist lectures and addresses. 

In the meantime a project was launched that the headquarters of the World 
League of Poles Abroad directed by Mr. Lenartowicz in his capacity of executive 
director——be transferred from London to this country. Mr. Lenartowicz con- 
sequently started efforts to have his residence in the United States legally 
stabilized, his status being a “‘stateless’’ person. 
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Second 


Mr. Stefan Lenartowicz has been executive director of the World League of Poles 
Abroad for 22 years. This is a social central institution embracing Poles who 
dwell in 34 countries of the free world. At the present moment the main object 
of this organization is combating communism and counteracting Communist 
influences among the Poles abroad. 

Due to his many years social activity Mr. Lenartowicz is well known to Polish 
social leaders abroad and he could be used here for propaganda purposes and for 
winning devoted friends for America. Mr. Lenartowicz is a combatant of the 
First and Second World Wars, always standing on the side of western democracies 
in his fight for the ideals represented by the United States. During the last 
World War Mr. Lenartowicz spent 4 years in South America (Argentina, Uruguay, 
Paraguay and Brazil) as a recruiting officer of the Polish Armed Forces and he 
achieved very good results in his enrolling work. 

As an ex officer of the Polish Armed Forces placed under the British command 
during the last World War he was eligible under the Displaced Persons Act covering 
18,000 Polish soldiers in Great Britain, to secure an immigration visa to the 
United States. 

Third 

Mr. Stefan Lenartowiecz is not dependent upon any other person. At the 
present moment he earnsghis living by lecturing and writing articles for publi- 
cation in the press and for various Polish organizations. 

Incidentaily, the Voice of America engages Mr. Lenartowicz occasionally for 
broadcasts to Poland in his capacity of director of the World League of Poles 
abroad. His utterances are belligerently anti-Communist. His wife, Mrs. Irena 
Lenartowiez is employed with an insurance company, namely the Polish National 
Alliance of Brooklyn, 155 Noble Street, Brooklyn 22, N. Y. 


Fourth 


On the‘contrary, all the activitv of Mr. Lenartowicz demonstrates that he 
desires to be of further service in combatting communism. 


Fifth 


Mr. Stefan Lenartowicz has never committed any act detrimental to this 
State or country. He is of high moral integrity as far as his character is concerned. 

He has never been convicted of anv crime against the Government of the 
United States of America, or any State in the country. 


Potish ARMY VETERANS ASSOCIATION OF AMERICA, INC., 
Post No. 201, 
New York, N. Y., March 13, 1951. 
Hon. Pat McCarran, 
Chairman of Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: As chairman of Post 201 of The Polish Army Veterans of 
America, branch of veterans of the Second World War, I hereby certify that 
Mr. Stefan Lenartowiez served in the Polish forces abroad under the British 
command. 

In 1940 he was sent by Polish Authorities to South America where he acted 
very successfully in recruiting volunteers to the Polish Army. 

In 1945 he refused to return to Poland under the Bolshevies and finally has been 
honorably discharged from the Polish forces. 

His activities are definitely anti-communistie and in accordance with demo 
cratic principles. 

Sincerely yours, 
W. Kow ALSKI, General. 
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THE Kosciuszko FouNDATION, 
AMERICAN CENTER FOR PoLisH CULTURE, 
New York 21, N. Y., March 138, 1961. 


Re Stefan and his wife Irena Lenartowicz, S 360 
Hon. Par McCarran, 
Chairman, United States Senate Committee on the Judiciary, 
Washington, D. C. 

My Dear Senator McCarran: My attention was drawn to the fact that you 
were kind enough to introduce a bill, 8 360, in behalf of Mr. Stefan Lenartowiez 
and his wife and I was asked to say what I know of Mr. Lenartowicz. 

+ I have personally known Mr. Lenartowicz for over 20 years now, since August, 
1930, when I made my trip to Poland on behalf of the Kosciuszko Foundation. 

As aman I regard Mr. Lenartowicz as one of sterling character, wholeheartedly 
devoted to the principles and practice of democracy in our own or western con- 
ception of that word, now subject to other interpretations. 

J have also known him in his capacity as Director of the World League of Poles 
Abroad, an organization that has tried to maintain cultural contacts with Poles 
in Other countries—and such citizens of other countrie., of Polish blood, as were 
willing to maintain cultural contacts with Poland. In his capacity as director of 
that organization he was persona non grata with the Nazis during the war and 
now with the Communists dominating Poland. His life would not be worth 
much if he returned to Poland now. 

Mr. Lenartowiez was actively associated with the Polish-American Chamber 
of Commerce in Warsaw, was vice chairman of the Polish Committee of the 
World’s Fair in 1939-40, and was most helpful in the efforts of this foundation 
as it tried to promote the exchange of students and professors between Poland 
and America on a purely cultural basis. He often served as host to our groups 
of students going to Poland for purposes of study and always went out of his way 
to be helpful. 

It is my understanding that it is the desire of Mr. and Mrs. Lenartowicz to 
‘normalize’ their American visas so as to remain here. They are worthy of 
every effort in this direction on their behalf and I am thoroughly convinced that 
they will prove deisrable citizens. 

Cordially yours, 
STEPHEN P. Mizwa, 
President. 


Po.isH IMMIGRATION COMMITTEE, 
AMERICAN COMMISSION FOR RELIEF OF PouisH IMMIGRANTS, INC., 
New York 3, N. Y., March 14, 1961. 
Hon. Pat McCarran 
Chairman, United States Senate, Committee on the Judiciary, 
Washington, D. C. 

My Drar Senator McCarran: I wish to certify that Mr. Stefan Lenartowicz 
in whose behalf there is a private bill 8. 360 is well known tome. He is the director 
of the World League of Poles Abroad and I know that he belongs to that category 
of Polish political immigrants who are fighting communism. 

Mr. Stefan Lenartowicz has delivered several lectures and has written articles 
which appeared in the Polish newspapers showing the dangers of communism as 
well as ways of fighting this threat to our whole civilization. 

In the name of the Polish Immigration Committee I kindly request that the 
Committee on the Judiciary accept this bill and legalize the stay of Mr. Stefan 
Lenartowicz and his wife, Irene, here in the United States. 

Very sincerely yours, 
Rt. Rev. Msgr. Feiix F. Buran. 


The bill has been amended to conform with the policy of the 
committee in granting permanent residence in the United States to 
an alien as of the date of the adjustment rather than as of the date 
of last entry into the United States. 

The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (S. 360), as amended, should be enacted. 


O 
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SIDNEY LOMAX 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran. from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 536] 


The Committee on the Judiciary, to which was referred the bill 
(S. 536) for the relief of the estate of Sidney Lomax, deceased, having 
considered the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On line 6, page 1, strike the figure ‘‘$10,000’’, and insert in lieu 
thereof the figure ‘$5,000’. 

The purpose of the proposed amendment is given in the statement 
following. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $5,000 to the estate of Sidney Lomax, deceased, in full satisfac- 
tion of all claims against the United States for compensation for the 
death of the said Sidney Lomax, who died as a result of injuries re- 
recived when he was struck by a United States Army truck in Stark- 
ville, Miss., on November 27, 1943. 


STATEMENT 


On November 27, 1943, at about 8:30 a. m., an Army truck with 
trailer attached was proceeding in a westerly direction in Starkville, 
Miss. The Army truck was part of an official convoy of Army vehicles 
and was operated by an enlisted man, but the truck was about one 
city block behind the next preceding vehicle in the convoy. Near the 
intersection of Lee Street with Montgomery Street, the driver of the 
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Army truck observed Sidney Lomax walking in a northerly direction 
on the west cross walk across Lee Street. When the driver of the 
Army truck saw Mr. Lomax crossing the street he had ample time to 
avoid striking the pedestrian, but the only action he took was to 
swerve to the right and honk the horn of the truck. Even this action 
was taken so late that the driver was unable to avoid striking the 
pedestrian. 

Mr. Lomax was struck by the left end of the front bumper of the 
Army truck, and as a result of the accident he was killed instantly. 

At the time of his death Sidney Lomax was 78 years of age and was 
engaged in the work of cleaning yards and gardens for pe ople in Stark- 
ville, Miss. From his occupation he earned approximately $50 per 
month. His wife and one crippled adult child were dependent upon 
Mr. Lomax fer their support. 

The Department of the Army concludes that the accident and the 
resulting death of Sidney Lomax were the result of the negligence of 
the driver of the Army truck, and the Department therefore takes the 
position that compensation in a reasonable amount should be paid to 
the estate of Sidney Lomax on account of his death. However, the 
Department feels that the amount stated in this bill as compensation 
is somewhat excessive. The Department recommends that the 
amount be reduced to $5,000. 

In view of the fact that this accident and the resultant death of 
Sidney Lomax were caused by the negligence of a governmental 
employee acting within the scope of his authority, it is the opinion of 
the committee that compensation should be paid to the estate of 
Sidney Lomax on account of his death. However, taking into account 
the age of the deceased at the time of his death, his earning capacity, 
the age of his widow, and the limited number of persons dependent 
upon him for support, the committee is inclined to agree with the 
Department of the Army that the award proposed in this bill is 
somewhat excessive, and it agrees with the Department that the 
award should be reduced to $5,000. With this amendment, the com- 
mittee recommends favorable consideration of the bill by the Senate. 

Attached to this report and made a part thereof is the report on the 
instant bill submitted by the Department of the Army. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 16, 1951. 
The honorable the ATTORNEY GENERAL, 
Washington, D. C. 

Dear Mr. ArrorNey GENERAL: Reference is made to your letter with which 
you enclosed a ecpy of 8. 536, Eighty-second Congress, a bill for the relief of the 
estate of Sidney Lemax, deceased. You siate that the Senate Committee on the 
Judiciary has requested the Department of Justice to submit a report on this bill 
and has advised that if reports are necessary from other sources they will be secured 
by your Department and submi:ted along with your report to the committee. 
You, therefore, request the comments of the Department of the Army on 8. 536. 

This bill weuld authorize and direct the Secretary of the Treasury ‘‘to pay, out 
of any money in the Treasury not otherwise appropriated, to the estate of Sidney 
Lomax, deceased, the sum of $10,000 in full satisfaction of all claims against the 
United States for compensati6n for the death of the said Sidney Lomax, who died 
as a result of injuries received when he was struck by a United States Army truck 
in Starkville, Miss., on November 27, 1943.” 

‘The records of the Department of the Army show that on November 27, 1943, 
at about 8:30 a. m., a 244-ton Army truck with trailer attached, operated by an 
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enlisted man in an official convoy of Army vehicles, was proceeding in a westerly 


direction on Lee Street in Starkville, Miss. The truck in question was traveling 
a distance of approximately one city block behind the preceding vehicle in the cen- 
voy. As said truck neared the intersection of Lee Street with Montgomery 
Street the driver thereof observed Sidney Lomax walking in a northerly direction 
on the west crosswalk across Lee Street. ‘Lhe Army driver states that he there- 


upen sounded his horn and swerved his truck to the right in an attempt to pass said 
pedestrian, but that when the horn was sounded Mr. Lomax seemed to become 
confused and turned around and ran into the truck. It appears that Mr. Lomax 


was struck by the left end of the front bumper of the Army truck and that his | 


‘ad 





struck the guard of the left headlight. As a result of the accident he was led 
instantly. 
Several disinterested witnesses to this accident submitted affidavits from 


which it appears that the Army vehicle involved in said accident was traveling 
about one city block behind the ve nicle ii immediately preceding it; that at the time it 
struck Sidney Lomax it was traveling at a speed of about 3 
that it did not swerve or reduce its speed before striking Mr. 
Mr. Lomax had almost crossed Lee Street when he was struck. 
It is clear from the evidence that the Army driver saw Sidney Lomax crossing 
the street on the crosswalk on the opposite side of the intersection of Lee and 
Montgomery Streets as he neared said intersection, and that said driver had 
ample time within which to reduce his speed so as to avoid striking the pedes- 
trian, but that he made no attempt to do so until he was so close upon the 
pedestris un as to be unable to avoid striking him. 
The evidence shows that Sidney Lomax was 78 years of age at the time of his 


death; that he was engaged in the work of cleaning yards and gardens for people 


5 miles per hour; 
Lomax; and that 





in Starkville, Miss., and earned therefrom approximately $50 per month. He 
left surviving, a widow, Lizzie Lomax, 65 years of age, and four adult sons, 
namely: Joseph Lomax, age 52 years; Philip Lomax, age 48 years; Sidney Lomax, 
Jr., age 46 vears; and Daniel Lomax, age 40 vears. 

It appears that Philip Lomax is crippled and that he and Lizzie Lomax were 
dependent upon Sidney Lomax for their support. 

Thee xpenses incurred in connection with the burial of Sidney Lomax amounted 
to $186.20. The decedent carried burial insurance in the amount of $125 with 
the Mississippi Mutual Burial Association, which association paid that amount 
to J. L. Martin, funeral director, Starkville, Miss., the undertaker who buried 
the decedent, in partial payment of the burial expenses 

It is the view of the Department of the Army that this accident and the resulting 
death of Sidney Lomax were proximately caused by the negligence of the driver 
of the Army truck which struck Mr. Lomax in that after observing the pedestrian 
in the street ahead of him he failed to reduce his speed with sufficient promptness 
to avoid striking him. The Department, therefore, believes that compensation 
in a reasonable amount should be paid to the estate of Sidney Lomax on account 
of his death. Considering the age, occupation, and earnings of the de cedent at 
the time of his death, it is believed that an award in the amount of $10,000, as 
proposed by 8. 536, would be somewhat excessive. Under the facts in this case 
it is the view of the Department that an award in the amount of $5,000 ($4,938.80 
for the death of Mr. Lomax; and $61.20 for burial expenses not covered by insur- 
ance) would constitute a fair and reasonable settlement for all of the damages 
sustained on account of the death of the decedent. 

The Department, accordingly, would have no objection to the enactment of 
this bill if it should be amended to provide for an award to the estate of Sidney 
Lomax in the amount of $5,000. 

Sincerely yours, 
FRANK Pace, Jr., 
Secre tary of the Ar my. 
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Aprit 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 550] 


The Committee on the Judiciary, to which was referred the bill 
(S. 550) for the relief of Sadako Kawamura Lawton, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On line 9 after the word “citizen’’, change the comma to a period and 
strike the remainder of the bill. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to waive the racial bar for 
admission into the United States on behalf of a Japanese wife of a 
citizen of the United States and a veteran of World War I. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 38-year-old native and citizen of 
Japan who was married in Tokyo in 1935 to Earl Evans Lawton, a 
native-born citizen of the United States and a veteran of World War I. 
They have a son 15 years of age who was born in Japan and who is a 
citizen of the United States. Without the waiver provided for in the 
bill the beneficiary of the bill will be unable to return to the United 
States with her citizen husband and child. 
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A letter dated March 9, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

Marcu 9, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 550) for the relief of Sadako Kawa- 
mura Lawton, an alien. 

The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended (8 U.S. C. 213 (c)), which exclude from admission to the 
United States persons who are ineligible to citizenship, shall not hereafter apply to 
Sadako Kawamura Lawton, Japanese wife of Earle Evans Lawton, an American 
citizen, and that Mrs. Lawton may be permitted to enter the United States as a 
nonquota immigrant for permanent residence. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien is a native and citizen of Japan of the Japanese race, having 
been born in Usuda Nagano-Ken, Japan, on May 27, 1912. On March 12, 1935, 
she was married in Tokyo, Japan, to Mr. Earle Evans Lawton, a native-born 
citizen of the United States, and a veteran of World War I. They have a son, 15 
years of age, who was born in Japan and is a citizen of the United States. Mrs. 
Lawton was admitted to the United States at the port of Los Angeles, Calif., on 
May 4, 1945, as a visitor under section 3 (2) of the Immigration Act of 1924, ac- 
companied by her husband and son. On February 10, 1949, they departed for 
Japan, and they are presently residing in Tokyo. 

The files further reflect that Mr. Lawton was born in Troy, N. Y., and is a 
representative of the Singer Sewing Machine Co. in Japan. The general manager 
of the oriental department of the company stated that in 1940 Mr. Lawton was 
requested by the Japanese to leave Japan, and that he thereupon proceeded to 
Manila. He further stated that when the Japanese invaded Manila Mr. Lawton 
was interned and that Mrs. Lawton prepared food and medical supplies for the 
benefit of American internees, that she was also a member of the underground in 
Manila, bringing information to the Americans in the concentration camp, and 
that because of such activities she was arrested by the Japanese in 1944 and im- 
prisonedasaspy. It appears that at the present time Mrs. Lawton is engaged with 
others in establishing family centers in Tokyo to teach the principles of American 
democracy to the Japanese people. 

Since she is of the Japanese race, Mrs. Lawton is ineligible to citizenship under 
section 303 of the Nationality Act of 1940 and therefore is inadmissible to the 
United States for permanent residence under section 13 (c) of the Immigration 
Act of 1924. In the absence of general or special legislation she will not be 
eligible to enter the United States for permanent residence. 

Whether the instant bill shovld be enacted presents a question of legislative 
policy concerning which this Department prefers not to make any recommenda- 
tion. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 

The bill, as drafted, not only exempts the beneficiary of the bill 
from the excluding provisions relating to race but would permit her to 
enter this country as a nonquota immigrant for permanent residence 
and exempt her from the necessity of presenting the usual documents 
required of aliens desiring to enter the United States for permanent 
residence. The bill has been amended so as to remove the racial 
barrier to admission into the United States but will not exempt the 
beneficiary of the bill from presenting the required documents. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 550), as amended, should be enacted. 


O 
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LUIGI PODESTA 


ApRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 879} 


The Committee on the Judiciary, to which was referred the bill 
(S. 879) for the relief of Luigi Podesta, having considered the same, 
reports favorably thereon with an amendment in the nature of 
substitute, and recommends that the bill, as amended, do pass 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

“That for the purposes of the immigration and naturalization laws, 
Luigi Podesta shall be held and considered to have been lawfully 
admitted to the United States for permanent residence as of the date 
of the enactment of this Act, upon payment of the required visa fee 
and head tax. Upon the granting of permanent residence to such 
alien as provided for in this Act, the Secretary of State shall instruct 
the proper quota-control officer to deduct one number from the 
appropriate quota for the first year that such quota is available.’ 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Luigi Podesta, The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 
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STATEMENT OF FACTS 


The beneficiary of the bill is a 63-year-old native and citizen of 
Italy who last entered the United States on December 30, 1944, as a 
visitor to arrange for the printing of currency for the Italian Govern- 
ment. He is married to a naturalized citizen of the United States 
and they have one native-born United States citizen child. For a 
number of years, the beneficiary of the bill was a financial expert for 
the Italian Government and has been in the United States almost 
continuously, except for the war years, since 1921. 

A letter dated October 13, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Acting Assistant to the Attorney 
General with reference to S. 1406, which was a bill introduced in the 
Kighty-first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, October 13, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to vour request for the views of the 
Department of Justice relative to the bill (S. 1406) for the relief of Luigi Podesta, 
an alien. 

The bill would direct the Attorney General to cancel deportation proceedings 
against Luigi Podesta and would provide that he shall not again be subject to 
deportation by reason of the same facts. It would further provide that in the 
administration of the immigration laws he shall be considered as having been 
lawfully admitted for permanent residence as of December 30, 1944, upon the 
payment of the required visa fees and head taxes, and would direct the Secretary 
of State to instruct the quota-control officer to deduct one number from the non- 
preference category of the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Luigi or Louis Podesta is a native and citizen of Italy, having been 
born at Piani, now known as Imperia, in that country, on February 28, 1887. 
He last entered the United States at the port of New York, by Army Transport 
Command plane, on December 30, 1944, when he was admitted as a temporary 
visitor for a period of 60 days, presumably to arrange for the printing of currency 
for Italy. Requests in 1945 for extensions of stay were denied by the Immigration 
and Naturalization Service, which had been advised by the Visa Division of the 
Department of State that it was opposed to granting him an extension of stay. 
The State Department further notified this Department that the preliminary 
application for visa to permit his entry into this country for permanent residence 
had been unfavorably recommended. On April 1, 1947, a warrant of arrest in 
deportation proceedings was issued, charging that he had remained in the country 
for a longer time than permitted as a visitor. At a hearing on the warrant he 
was charged with being subject to deportation in that, at the time of entry, he 
was an immigrant not in possession of a valid immigration visa. ‘This charge 
was based on his statement that at the time he last entered the United States, 
it was his intention to remain here, and that he had made an effort to obtain an 
immigration visa at the American consulate in Naples, prior to his last admission 
to this country. The finding of the presiding inspector at the hearing was affirmed 
by the Acting Commissioner of the Immigration and Naturalization Service, who 
recommended that the alien’s application for suspension of deportation, or, in 
the alternative, voluntary departure and preexamination, be denied. The Board 
of Immigration Appeals dismissed his appeal. Further action to enforce his 
deportation, however, was ordered held in abeyance pending consideration of 
S. 2722, Eightieth Congress, and this bill. 

The files further reflect that Mr. Podesta first came to the United States in 
1921 as the American director of the Italian Institute for Foreign Exchange, a 
financial adjunct of the official Government of Italy. He remained in this 
country, except for temporary visits abroad, until he departed for Italy in July 
1941, almost immediately after Italian funds were frozen in this country. Mr. 
Podesta admitted that shortly before his departure and before the Presidential 
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order freezing Italian funds he had personally turned over several millions of 
dollars from the accounts of the Bank of Italy to the German consul general in 
New York and to the Jesuit Fathers, upon instructions received from the Italian 
Institute of Exchange in Rome through the Italian Embassy He stated that 
he had no discretion in the matter, but was only carrying out orders He further 
stated that he was a member of the Fascist Party from 1929 until 1942, but 
claimed that his membership was not voluntarv and that all of his dues were 
paid by the bank which employed him. Mr. Podesta testified that in 1942 he 
was asked to join the Fascist militia with the rank of Colonel, but that he refused, 
because he was not in sympathy with fascism. 


The record indicates that in 1926 the alien was married to an alien who became 
a naturalized citizen of the United States in 1928. They have one son, Anthony, 
born in New York City in 1928, who is presently a student at Harvard University 


The alien and his family are residing in Forest Hills, Long Island, N. Y., where 
Mrs. Podesta and her son also resided from 1941 to 1944, the vears Mr. Podesta 
spent in Italy. 

According to the alien’s testimony, he was manager of the Bank of Italy in 
Bergamo, Italy, between July 1941, and October 1943, and thereafter, until his 
return to the United States, he served as assistant manager of the central office 
of the Bank of Italy in Rome. Mr. Podesta stated that he is now engaged in the 
export and import business with offices in New York, under the name of Cont- 
Over Trading Co., Inec., and also under the name of Louis L. Podesta, import 
and export. The alien and his wife have both stated that Mr. Podesta’s deporta- 
tion would result in financial hardship to the family. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. 

Yours sincerely, 
PeTeER CAMPBELL BROWN, 
Acting the Assistant to the Attorney General 


The files of the Committee on the Judiciary contain the following 
information in connection with the case: 


Wasuinaton 4, D. C., March 28, 1950. 
Re Luigi Podesta 8S. 1406 
A—9028684 
SENATE IMMIGRATION COMMITTEE, 
Washington, D. C. 

GENTLEMEN: The above named has been ordered deported by the Department 
of Justice on the ground that he entered the United States without an immigration 
visa. 

Mr. Podesta is a native and citizen of Italy, 61 years of age, married to an Amer- 
ican citizen and has an American-born son. He was last brought to this country 
by the State Department on an American Army plane in connection with an Italian 
finance mission. His case was fully checked from a security viewpoint before a 
visa was issued to him. 

The Department of Justice declined to exercise favorable discretionary relief 
because of Mr. Podesta’s alleged pro-Fascist leanings. Leading anti-Fascists 
have submitted letters indicating that Mr. Podesta’s residence in the United 
States would not be detrimental to our best interests, that he was not an active 
Fascist and that he is deserving of an adjustment of his status to that of a perma- 
nent resident. These letters are attached. 

The experience of the undersigned with alien enemy cases has indicated that the 
present policy of the Department is to consider family ties and in particular the 
fact that an alien is married to an American citizen and has an American-citizen 
son, in mitigation of allegations of dangerousness. The instant case would appear 
to be stronger than the normal run of alien enemy cases. Those of Italian origin 
are not today considered alien enemies. Membership in the Fascist Party was 
never considered as dangerous as membership in the Nazi Party. In addition, 
Mr. Podesta’s membership was not active. We understand that the Department 
of State does not consider membership in the Fascist Party, per se, as a ground for 
exclusion. The State Department recognizes that membership in the Fascist Party 
was a prerequisite to employment in cases of Italian nationals. This was the situa- 
tion in the present case. Mr. Podesta became a member of the Fascist Party 
solely to retain his employment in a bank of the Italian Government located in the 
United States. 
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Moreover, it is submitted that the strong evidence of leading anti-Fascists in the 
United States should be weighed to throw the scales in Mr. Podesta’s favor. It 
is believed that on the basis of these letters, the Department of Justice has not 
objected to the present bill and has indicated that its passage is a matter of legisla- 
tive policy. 

Mr. Podesta’s background, viewed in the light of the attached letters and his 
family ties in the United States, are convincing that 8S, 1406 should be passed. 

Sincerely yours, 
Jack WASSERMAN. 





New York 58, N. Y., February 10, 1948. 
Hon. Watson B. MILuer, 
Commissioner of Immigration and Naturalization, 
Philadelphia, Pa, 

DEAR COMMISSIONER MILLER: From the year 1922 to the present time I have 
been in close touch with Italian affairs in the United States and during that period 
from 1922 to the end of the war Lhave been one of the bitterest foes of Mussolini, 
fascism, and nazism as is well known throughout the country. There is no active 
Fascist propagandist that was not known to me during that period of time. 

I understand that Mr. Luigi Podesta has been accused of Fascist activities in 
the United States. I am bound to state that I knew Mr. Podesta was an employee 
of the Banca D’Italia and at no time did I ever hear of any Fascist or anti- 
American propaganda carried on by this man. 

Mr. Podesta first came to the United States before the advent of fascism and he 
has devoted himself to the banking business, taking no active part in any political 
affairs. Immediately after World War II Mr. Niccolo Introna, who was made 
Commissioner of the Banca D’ Italia upon recommendation of the Allied command, 
appointed Mr. Podesta to come to the United States on a financial mission. He 
was brought here on a military plane and had the permission of the military 
authorities. 

It seems to me that the fact that Mr. Introna, who is known to me as a man 
of fine character and is favorably disposed to our cause, entrusted Mr. Podesta 
with this mission, in itself speaks highly for Mr. Podesta. 

Mr. Podesta has a citizen wife and native-born son in the United States. His 
deportation would break up this family and would impose hardship upon his wife 
and son. They have been living under a mental strain during the time that this 
case has been pending before your Department. I believe that his deportation 
would be unjust. 

I hope that you will exert every effort to prevent the separation of Mr. Podesta 
from his family. 

Thank you very much for your consideration. 

Sincerely, 
CHARLES Fama, M. D. 





CuurcH or Our Lapy, QUEEN oF MARTYRS, 
Forest Hills, N. Y., April 30, 1948. 
Hon. Tom C. Cuark, 
Attorney General of the United States, 
Washington, D. C. 


Dear Sir: I am a native American, the pastor of Our Lady, Queen of Martyrs 
Church in Forest Hillas, Long Island, since 1917. 

I know Mr. Luigi Podesta since 1926 and can attest to his very good moral 
character. 

During the month of June 1941, about 6 months prior to the declaration of war 
between the United States and Italy, Mr. and Mrs. Luigi Podesta, who had been 
parishioners of mine for over 20 years, came to seek my advise in connection with 
a@ very grave matter. , : 

Mr. Luigi Podesta had received a communication to the effect that his office 
was going to be closed, by order of the American Government and that, again by 
order of same, he was to sail on the steamship West Point, for Italy, on July 15, 
1941. 

Both Mr. and Mrs. Podesta were terribly distressed: theirs had been a life of 
close family ties and Mr. Podesta had nothing but great affection for this country 
of ours. While the thought of a separation seemed unbearable to him, still he 
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did not wish to even consider taking away with him his wife and child, both 
American, the former by naturalization, the second by birth. 

I then gave Mr. Podesta my honest advice in this sense: since the American 
Government chose to close his office, and to set the date for his return to Italy, 
the only line of duty seemed to me the compliance with such orders; in other words, 
I counselled him to go back to Italy and to the Banca d’Italia which had employed 
him since he had been out of school. 

Prompted by that same feeling of duty, I agreed with Mr. Podesta that it was 
right for him to leave here, as he himself had immediately thought, both Mrs. 
Podesta and the son, Anthony. 

Such was, dear sir, the advice that, in all equanimity I, an American with an 
American background of over 100 years, including war service to our country, felt 
right to give Mr. and Mrs. Podesta. Even today, if I consider the order which 
Mr. Podesta had received by our Government, I can hardly see what other line of 
action I could have suggested. 

This much I must add: that Mr. Podesta left this country broken in spirit, not 
only because of the separation from his family which his departure entailed, but 
also because of his very sincere affection and admiration for this country, where he 
had spent 20 happy years of his life, and made many fine friends. 

The one only relief for him was the knowledge that, in America, his wife and son 
were safe and protected. 

As I go back to those days of infinite distress and realize that today the generous 
impulse of our country is to erase the tragic effects of that war and to rehabilitate, 
among others, the Italian people, I can only respectfully appeal to you, dear sir, 
that you give Mr. Podesta the benefit of your kind and benevolent consideration 
and allow him to remain here definitely, with his little family. 

This I beg with all the more earnestness as I feel sure that, if Mr Podesta, now 
61 years of age, was compelled to leave this country, his separation from his family 
would be of a somewhat permanent nature and would leave his dear wife and son, 
who are American citizens, stranded here and subject to very severe hardship. 

Sincerely yours, 
JosEPH R. McLAvuGHLIN, 
(Right Rev. Msgr. Joseph R. McLaughlin, Pastor.) 





WILLKIE OWEN FARR GALLAGHER & WALTON, 


New York, October 21, 1947. 
To Whom It May Concern: 


Mr. Luigi Podesta consulted with me regarding legal matters on numerous 
occasions from November 1940, to and including June 1941, while he was New 
York representative of the Italian National Institute of Exchange, and he and his 
wife, Mrs. Virginia Podesta, have both consulted with me quite often regarding 
their personal affairs during the past year. As a result, I have come to know 
Mr. and Mrs. Podesta quite well and have formed a high regard for them. 

Mr. Podesta’s wife is a naturalized United States citizen and they have a son 
who is a natural-born United States citizen. 

To the best of my knowledge and belief, Mr. Podesta is a man of the highest 
moral character who has always led an exemplary life, his honesty and integrity 
are above reproach, and he has great love and respect for the United States and its 
Government. Ido not know of any reason why he is not a proper person to reside 
permanently in the United States and to become a United States citizen, and I 
vouch for him accordingly. 

CiaupDE M,. TERRELL. 


New York, October 21, 1947. 
Mr. Luar Popesta, 
108-20 Sizty-seventh Drive, 
Forest Hills, Long Island, N. Y. 


Dear Mr. Popesta: Pursuant to your request, we confirm your consultation 
with us and our advice to you as follows: 

On or about April 30, 1941, you consulted our firm (then called Willkie, Owen, 
Otis & Bailly), stating that you had received from your employer, the Italian 
National Institute of Exchange, instructions to effect payments to the Jesuit 
Order and to the German Consulate of certain funds in New York controlled by 
said institute; and you requested our opinion as to whether there was any legal 
objection to your effecting such payments. 
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Inasmuch as the United States was not then in a state of war with either Italy 
or Germany and inasmuch as freezing control by the United States Treasury 
Department was not then applicable to Italian or German property, we orally 
advised you that in our opinion there was no legal objection at that time to your 
effecting such payments pursuant to such instructions. 

Very truly yours, 
WILLKIE, OWEN, FARR, GALLAGHER, AND WALTON. 





TRANSLATION 
Rome, May 8, 1947. 
Dear Sir: I beg to refer to your letter of March 19, and I have taken note 
of what you are communicating to me. 
Before everything else, I wish to render you aware that, as regards the entire 
transaction, the offices of the Holy See are absolutely extraneous to it. 


In the fact that we are considering, your part was only that of a mere executor 
of orders imparted by your superiors in Rome. 


The transfer of funds, effected as it was, to a beneficiary of the United States, 
prior to which, it is within my knowledge, you inquired of a local lawyer, was 
perfectly legitimate. 

The relation established through that transaction concerns only the party who 
ordered it and my society. 

However, in order to meet with your wishes, it shall be my pleasure to take 
care of all those steps that may be necessary in order that your intervention in 
this business may appear in its just light. 

Devotedly in Christ, 
. R. Durocuer, 8. J. 
STaTeE oF New York, 
County of New York, ss 

Gaspare M. Cusumano being duly sworn deposes and says: 

I understand the Italian and English languages. The foregoing is a true and 
correct English translation of the original letter of R. Durocher, 8. J., dated 
May 8, 1947, which is hereto annexed. 

Sworn to before me this 24th day of November 1947, 

Mag Cusumano, Notary Public, 
My commission expires March 30, 1948. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 879), as amended, should be enacted. 


O 
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MR. AND MRS. A. C. LUPCHO 
APRIL 17, 1951.—Ordered to be printed 


. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 645] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 645) for the relief of Mr. and Mrs. A. C. Lupcho, having 
considered the same, reports favorably thereon with an amendment 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 5, strike out the figure, “$10,000” and insert in 
lieu thereof the figure, “$5,000”. 


PURPOSE 


The purpose of the bill, as amended, is to pay the sum of $5,000 
to Mr. and Mrs. A. C. Lupcho of Compton, Calif., in full settlement 
of all claims against the United States for personal injuries to the 
said A. C. Lupcho and the death of his son, Andrew James Lupcho, 
sustained as the result of an accident involving a United States Army 
vehicle in Wyoming on July 30, 1933. 


STATEMENT 


It appears that on July 30, 1933, at about 9:30 p. m., a Civilian 
Conservation Corps truck, operated on official business by an enlisted 
man of the Army, was proceeding in a northerly direction on a Wyo- 
ming State highway about 10 miles south of Big Piney, Wyo., at a 
speed of about 30 or 35 miles an hour. A 1928 Ford coupe, owned 
and operated by Andrew C. Lupcho of Compton, Calif., was proceed- 
ing in the opposite direction at a speed of about 15 or 20 miles an hour. 





os MR. AND MRS. A. C. LUPCHO 


In the latter vehicle there were riding with Mr. Lupcho, as passengers, 
his wife, Mrs. Hazel Laipcho; their two minor children (one, an infant, 
on Mrs. Lupcho’s lap, and the other, Andrew James Lupcho, 4 years 
of age, lying on the shelf behind the seat), Mrs. R. W. Viekery, and 
her 11-year-old son, who was sitting on his mother’s lap. The read 
was surfaced“with gravel to a width of about-22 feet. It appears 
that as the two vehicles were about to pass each other the Govern- 
ment truck was traveling partly to its left of the center of the road 
and that it collided with the civilian automobile. The civilian car 
was damaged beyond economical repair, Mr. Lupcho sustained con- 
tusions and lacerations of the left elbow and arm, and Andrew James 
Lupcho sustained injuries from which he died’ about half an hour 
later. 

The Department of the Army in its report.states that evidence fairly 
establishes that the sole proximate cause of this accident was the 
negligence of the driver of the Government truck in that at the moment 
of impact he was operating his vehicle partly to the left of the center 
line of the highway and believes that the claimants should be com- 
pensated in a reasonable amount for the injuries, expenses, and death 
as a result of the accident. The amounts recommended by the Army 
are $470 to Andrew C. Lupcho for personal injuries, loss of earnings 
and expenses, and $2,500 to Andrew C. Lupcho and his wife for the 
loss of their son. 

The House of Representatives is of the opinion that a higher value 
should be placed on the life of their child and recommended the 
amount of $10,000. 

After mature consideration, the committee is of the opinion that 
$10,000 is somewhat excessive and believes that the sum of $5,000 is a 


just and reasonable sum under the circumstances to pay to the 
claimants. Therefore, the committee recommends that H. R. 645 
as amended, be reported favorably. 

The above-referred to Army report and other pertinent material is 
found in House Report No. 190, Eighty-second Congress, first session, 
which is included herewith by reference. 


O 
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AL PARKER 
APRIL 17, 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 656] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 656) to confer jurisdiction upon the United States District 
Court for the District of New Mexico to hear, determine, and render 
judgment upon the claim of Al Parker, having considered the same, 
reports favorably thereon, with an amendment, and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


On line 3, page 1, following the word ‘‘That’’ insert a comma and 
the following language: ‘‘notwithstanding any limitation upon the 
United States District Courts to hear, determine, and render judgment 
upon tort claims against the United States which accrue prior to 
January 1, 1945,”’. 


PURPOSE OF THE AMENDMENT 
The purpose of the amendment is to insure that the fact that the 


damage occurred prior to 1945 cannot be urged by the Government as 
a defense to this claim in the district court. 


PURPOSE 


The purpose of the proposed legislation is to confer jurisdiction 
upon the United States District Court for the District of New Mexico, 
to hear, determine, and render judgment upon the claim of Al Parker, 
of El Paso, Tex., against the United States for money damages arising 
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out of damage sustained by him as a result of the operation and use 
by the U nited States Army of certain land in Dona Ana County, 
N. Mex., as an antiaircraft artillery practice firing range. 


STATEMENT 


During the period from 1941 through 1944, Mr. Al Parker was en- 
gaged in drilling for oil on certain land in Dona Ana County, N. Mex., 
under the authority of leases held by him in the first instance from one 
Houston Simmons and in the second instance from the State of New 
Mexico. Apparently these leases covered only the rights to subsur- 
face minerals, for the Army was occupying and using the land, under 
the provisions of the lease entered into on December 11, 1940, with 
one J. W. Cox, of Las Cruces, N. Mex., who owned or controlled the 
surface rights to the ground and operated a cattle range thereon. 

Mr. Parker contends that the use of the land by the Department of 
the Army as an antiaircraft artillery practice firing range deprived 
him of his rights to the subsurface minerals, and that such use pre- 
vented him from extracting the subsurface minerals. . His affidavit 
setting forth specific instances in which he was deprived the use of 
land by the Army is contained in the report of the Department of the 
Army which is appended to this report. 

The Department of the Army concedes ‘that the claimant has sus- 
tained some damage as a result of the use by the Army of the land in 
Dona Ana County. They propose, however, that in view of the ex- 
treme difficulty of determining the extent of the damage from the evi- 
dence which they now have, that the claim be sent to the district court 
for the District of New Mexico for determination. 

The committee believes that the solution presented by the Depart- 
ment of the Army is the practical one in this case. The committee 
does not have available to it sufficient facilities to enable it to deter- 
mine the liability and the measure of damages in an instance such as 
this. Consequently, the committee is of the opinion that the claim 
should be referred to a forum properly equipped to handle it. 

Attached to this report is the report of the Department of the Army 
submitted in connection with a similar bill introduced in the Eighty- 
first Congress. 

DEPARTMENT OF THE ARMY, 
Washington 25, D. C., June 30, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. Ceiter: The Department of the Army would have no objection to 
the enactment of H. R. 6156, Eighty-first Congress, a bill for the relief of Al 
Parker, if it should be amended as hereinafter recommended. 

This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to Al Parker, the sum of 
$62,133, in full satisfaction of his claim against the United States for compensation 
for damages and loss sustained by him as a result of interference and resultant 
closing of drilling operations being conducted by said Al Parker, on two oil and 
gas wells known as Parker-Simmons numbered 1, section 35, township 22 south, 
range 5 east, Dona Ana County, New Mexico, and Parker-State numbered 1, 
northwest quarter southeast quarter section 15, township 23 south, range 5 east, 
three thousand three hundred feet south of north line and one thousand nine 
hundred and eighty feet west of east line, occasioned by Government military 
operations during the period 1941 to 1944.” 
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Since receiving your request for a report on this bill the Department of the 
Army has made an investigation into the circumstances surrounding the alleged 
damages sustained by Mr. Parker. This investigation discloses that during the 
period from 1941 through 1944 Mr. Parker was engaged in drilling for oil on certain 
lands in Dona Ana County, N. Mex. At the time of these drilling operations the 
land in question was being used by the Army as an antiaircraft prac tice gunnery 
range operated in conjunction with the antiaircraft center at Fort Bliss, El Paso, 
Tex. The Army was occupying and using the land under the provisions of : 
lease entered into on December 11, 1940, with one J. W. Cox, of Las eanen, 
N. Mex., who owned or controlled the surface rights to the ground and operated 
a cattle range thereon. 

It appears that Mr. Parker was conducting his drilling operations under the 
authority of leases held by him in the first instance from one Houston Simmons 
and in the second instance from the State of New Mexico. Apparently these 
leases covered only the rights to subsurface minerals. 

Mr. Parker, in an affidavit dated July 2, 1949, made the following statement 
concerning the drilling operations in question 

“That | was the drilling contractor and part owner of the Parker-Simmons 
No. 1 claim, see. 35, T. 22 8., R. 5 E., Dona Ana County, N. Wiex The at drilling 
operations began in November 1941. That before any condemnation procee i gs 
or any notice to quit by the United States Government, drilling operations were 
continually hampered because of interference by the military forces operating in 
the area. Various units were firing in the area at all times and new units were 
being continually transferred in and out of the firing area. Each unit was com- 
manded by different officers and consequently the commanding officer was changed 
each time a new unit was transferred into the firing area. Permits were secured 
to enter the drilling area by those in charge of drilling operations, but every time 
a new commanding officer took charge he would refuse to honor these permits 
and would instruct the guards at the gate to exclude all civiligns and civilian 
vehicles who attempted to enter the road to the well site. The drilling area was 
7 miles from the main highway and the gate located at the entrance to the road 
leading to said area. The guards stat ione dat thin gate on many occasions delaved 
the fuel trucks and other supply trucks bound for the well for many hours at a 
time, often as long as 4 or 5 hours. The well referred to above was drilled with a 
rotary rig and, therefore, it was urgent that the fuel tanks be kept supplied 
prevent stoppage of the pumps. If the pumps of the rotary rig stopped, a cave-in 
is likely to follow and this in turn will stop the drill pipe in the hole and it is then 
often impossible to proceed with drilling operations. The latter part of March 
1942, a fuel oil truck was stopped at the gate for nearlv 7 hours and this delay did 
cause the boilers to go out and the pumps then stopped, the hole caved in, and th 
drill pipe became stuck in the hole and drilling operations were forced to ceas 
Fishing operations were then commenced and continued until the fall of 1942, in 
an attempt to get the drill pipe free so that drilling could continue. This opera- 
tion was unsuccessful and in the spring of 1944 the well was plugged according to 
United States specifications at 3,104 feet. It was even difficult to obtain entrance 
to the well location in order to plug the well, because of the interference of the 
military forces. 

“Numerous other instances of interference and delay could be set out at great 
length but only a few are related herein, namely: Drilling operations were ham- 
pered many times by falling shell fragments, which caused the crews to seek 
shelter and discontinue work. Also a guided plane or radio plane landing field 
was constructed within 50 feet of the south end of our derrick, and in the construc- 
tion of this field equipment used damaged 1,500 feet of 2-inch pipe, causing water 
supply to the well to be shut off until repairs were made; likewise, on many 
occasions members of the military forces operating in the area would shoot 
rifle holes in the water tanks, which would in turn cause a delay in drilling because 
of the lack of water. Other damage was also done by rifle fire to the tool house 
and other equipment. The delay in allowing a fuel truck to enter the drilling 
area for a period of nearly 7 hours the latter part of March 1942, as above set out, 
was the direct cause of losing the well herein referred to. 

‘After the well above-described was abandoned and plugged we decided to 
move over and set up on a new location in an effort to test the area for oil and gas. 
Instead of moving the customary 40 feet from the first location, we moved 
miles, to section 15, and commenced the well described as follows: Parker-State 
No. 1, NWYSEY sec. 15, T. 23 S., R. 5 E., 3,300 feet south of north line and 
1,980 feet west of east line. This well*was commenced in April 1944. We 
experienced the same difficulties as set out above in regard to obtaining entrance 
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to the well site and in addition the Armed Forces changed from the 90-millimeter 

gun to the 105-millimeter gun, which had an increased range, and we again came 

into the danger zone, making it very difficult to keep help working in said well. 

We were finally harassed to such an extent that we decided to put a temporary 

plug in the well so we could resume operations after the Armed Forces discontinued 

use of the area. We were also ordered by a Major Smith to move all equipment 
and men out of the location as it was in the danger zone. 

“On October 28, 1944, we put a temporary cap in the casing of said well and dis- 
continued operations. The Federal Government thereafter took title in fee to 
said land and thus prevented any further operations on said well.” 

The records of the Department of the Army show that on October 16, 1946, the 
United States instituted a condemnation proceeding in the United States Dis- 
trict Court for the District of New Mexico for the acquisition of the fee simple 
title to a large tract of land for use by the War Department (now Department of 
the Army) in connection with the White Sands Proving Grounds, N. Mex. (United 
States v. 427,120.98 Acres of Land, more or less, situate in the Counties of Dona 
Ana and Otero, State of New Mexico, W. A. Abernethy et al., Civil Action No. 1149). 
There were included in such condemnation proceeding the lands located in Dona 
Ana County, N. Mex., in which Al Parker held oil leases. On October 21, 1946, 
the court entered an order vesting in the United States title to the lands included 
within said condemnation proceeding. 

It appears that the commissioners appointed by the court to determine the fair 
market value of the oil and gas mineral rights in the lands covered by this pro- 
ceeding, which included the leasehold rights of Al Parker and others similarly 
situated, found that the oil and gas lessees were entitled to $1 per acre for their 
interests in the leased lands (50 cents per acre for 1 year’s use of the lands by the 
Government, and 50 cents per acre for the value of the leases). It further appears 
that in the determination of the condemnation proceeding the court refused to 
consider testimony concerning the damages sustained by Al Parker as the result 
of the alleged tortious acts of the military authorities, hereinbefore referred to. It 
is the view of the Department of the Army that Mr. Parker had no right to claim 
damages in this condemnation proceeding on account of the acts of the military 
authorities, which interfered with his drilling of oil wells on his leased property. 
That item of his claim is for damages on account of alleged torts committed by 
agents of the Government. 

The Federal Tort Claims Act, approved August 2, 1946 (60 Stat. 843; 28 
U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U.S. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public Law 
55, 8lst Cong.), provides that the United States district courts— 

“* * * shall have exclusive jurisdiction of civil actions on claims against 
the United States, for money damages, accruing on and after January 1, 1945, 
for injury or loss of property, or personal injury or death caused by the negligent 
or wrongful act or omission of any employee of the Government while acting 
within the scope of his office or employment, under circumstances where the 
United States, if a private person, would be liable to the claimant in accordance 
with the law of the place where the act or omission occurred.” 

Mr. Parker has no remedy under the above-quoted statute for the reason that 
his claim for damages accrued prior to January 1, 1945. There is no other 
statute under which he may recover damages on account of the alleged tortious 
acts of the military authorities in interfering with his drilling of oil wells on his 
leased property. The only method by which he may recover such damages is 
by the enactment of a special act of Congress. 

The evidence in this case fairly establishes that Mr. Parker has sustained some 
damage as a result of the use by the Army of lands in Dona Ana County, N. Mex., 
for an antiaircraft artillery practice firing range. In view, however, of the great 
difficulty, if not the impossibility, of determining the extent of such damage from 
the evidence now before the Department of the Army, it is recommended that 
jurisdiction be conferred on the United States District Court for the District of 
New Mexico to hear, determine, and render judgment on Mr. Parker’s claim. 

The Department, therefore, would have no objection to the enactment of this 
bill if the title and text thereof should be amended to read as follows: 

“A BILL Conferring jurisdiction upon the United States District Court for the District of New Mexico to 
hear, determine, and render judgment upon the claim of Al Parker, of El Paso, Texas, arising out of 
the damage sustained by him as a result of the operation and use by the United States Army of certain 
lands in Dona Ana County, New Mexico, as an antiaircraft artillery practice firing range. 

“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the jurisdiction conferred upon the United 
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States District Court for the District of New Mexico by subsection (b) of section 
1346, title 28, United States Code, is hereby extended to a civil action, which 
may be commenced not later than one year after the enactment of this Act, 
asserting any claim or claims of Al Parker, of El Paso, Texas, against the United 
States for money damages arising out of damage sustained by him as a result of 
the operation and use by the United States Army of certain land in Dona Ana 
County, New Mexico, as an antiaircraft artillery practice firing range. Except 
as otherwise provided in this Act, all provisions of law applicable in and to such 
subsection, and applicable to judgments therein and appeals therefrom, are hereby 
made equally applicable in respect of the civil action authorized by this Act: 
Provided, however, That nothing in this Act does or shall constitute an admission 
of liability on the part of the Government of the United States of America.” 
The Bureau of the Budget advises that it has no objection to the submission 
of this report. 
Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army 
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APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 703] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 703) for the relief of the estate of D. A. Montgomery, having 
considered the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 2, line 8, strike the period, insert a colon in lieu thereof, and 
add the following language: 

“Provided, however, That nothing contained in this Act shall be 
construed as an inference of liability on the part of the United States 
Government:” 

PURPOSE 


The purpose of the proposed legislation is to confer jurisdiction 
upon the United States District Court for the Middle District of 
Pennsylvania to hear, determine, and render judgment upon the claim 
of the estate of D. A. Montgomery, deceased, arising out of the in- 
juries and death of D. A. Montgomery sustained as a result of an acci- 
dent involving a United States mail truck at the intersection of Lacka- 
wanna Avenue and Ninth Street, Scranton, Pa., on February 15, 1944. 


STATEMENT 


On the morning of February 15, 1944, at about 7:15 a. m., the 
claimant, Mr. Montgomery, was injured while crossing the intersec- 
tion of Lackawanna Avenue and Ninth Street, in Scranton, Pa., by 
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a United States mail truck. It was still dark at the time of the acci- 

dent and the pavement, a combination of brick and asphalt, was wet 
; nes ; c ; 

and icy. ‘The mail truck was in the process of making a left turn 

when the accident occurred. There were no traffic lanes on either 

thoroughfare and no traffic control of any kind. 

The evidence which the committee has before it is conflicting. The 
driver of the mail truck alleges that the decedent was negligent in 
failing to take proper notice of the truck and its position in the inter- 
section. A witness of the accident, however, states that the driver 
of the mail truck was negligent in that he was traveling on the wrong 
side of the street. Nor is this the only point of conflict in the evi- 
dence submitted to the committee. It is not clear from the state- 
ments of the participants and the witnesses as to whether the decedent 
was struck by the left side of the mail truck or the right side of the 
mail truck, or as to what was the position of the decedent in the 
intersection at the time of the accident. 

The committee has no inclination to deny an award to the deced- 
ent’s estate if it can be proved that the accident was caused by the 
negligence of a Government employee acting within the scope of his 
employment. Nor does the committee wish to make an award in a 
case where issues of negligence and contributory negligence remain 
unresolved. Therefore, in all fairness to the persons involved in this 
accident it is the opinion of the committee that this claim should be 
determined in an action before a United States district court and the 
committee so recommends. 

Attached to this report is the report of the Postmaster General sub- 
mitted in connection with a similar bill introduced in the Eighty- 
first Congress. 

OrricE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., July 24, 1950. 
Hon. EMANUEL CELLER, - 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuartrMAN: This will acknowledge your letter of June 7, requesting 
a report on H. R. 8044, for the relief of the estate of D. A. Montgomery in the 
amount of $5,000. I am transmitting a copy of the report of a post office in- 
spector, including copies of attached affidavits of alleged witnesses. According 
to your letter, the report and files which were transmitted to the chairman, 
Committee on Claims, House of Representatives, on May 24, 1946, for consider- 
ation with respect to H. R. 5651, a bill for the relief of the estate of D. A. Mont- 
gomery, at that time pending in Congress, have been lost. 

The investigation disclosed that the decedent was struck by a United States 
mail truck on February 15, 1944, at 7:15 a. m., at the intersection-of Ninth Street 
and West Lackawanna Avenue, Scranton, Pa. (It was still dark at the time of the 
acci lent and the pavement, a combination of brick and asphalt, was wet and icy. 
Ninth Street runs north and south, while West Lackawanna Avenue runs east 
and west. The mail truck was proceeding west on West Lackawanna Avenue 
and turned left to proceed in a southerly direction on Ninth Street. According 
to the inspector, there is a down grade of about 1 foot in 30 feet from the west to 
the east sid» cf Ninth Street, that section of which is 36 feet wide. West Lacka- 
wenna Avenue is 40 feet, 10 inches wide. There were no traffic lanes on either 
thoroughfare and no traffic control of any kind.) 

Attached to the inspector’s report are copies of the affidavits of the alleged 
witnesses which were secured by the inspector. Examination of these statements 
reveals discrepancies in the accounts as to how the accident happened. This 
much appears to be clear, however; namely, that the decedent was attempting to 
cross Ninth Street and proceeding from the west curb to the east curb. There 


is no indication from these statements that he was proceeding at a place other 
than the cross walk. 
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According to the affidavit of Mr. Edward J. McGoff, operator of the mail truck, 
the truck was traveling at about 15 miles an hour and as the truck swerved in a 
southerly direction making a turn into Ninth Street, the headlights on the truck 
“shone on a pedestrian about 20 feet away who had stopped on the corner—that 
is, the southwest corner, of West Lackawanna Avenue and North Ninth Street.” 
He stated further that as the mail truck was driven in a more southerly direction 
the headlights shone in that direction or away from the pedestrian. 

The events immediately following are described by the postal chauffeur ¢ 


as 
follows: 


‘“* * * As the mail truck was about to pass the southwest corner of West 


Lackawanna Avenue and Ninth Street, I saw a man in the intersection, walking 
east and about 5 feet from the southwest corner. I immediately applied the 
brakes and stopped the truck but nevertheless, the right front fender struck the 
man and knocked him to the pavement in a sitting position after which his head 
struck the pavement. * * *” 

The postal chauffeur stated further that at the time of the accident the truck 
was driven at about 15 miles per hour and it stopped 5 feet after he applied the 
brakes. The postal chauffeur attributed the accident to the failure of the pedes- 
trian to see the oncoming truck and that he walked into it when he stepped off 
the curb. The postal chauffeur stated that the pedestrian was wearing a large 
shawl collar on his overcoat and it was up around his ears and he further expressed 
the opinion that this may have obstructed the pedestrian’s vision and prevented 
him from hearing the oncoming truck. Accordingly, the postal chauffeur stated 
the accident was due to the pedestrian failing to take proper notice of the truck. 

It is not clear from the affidavit of the postal chauffeur whether the decedent 
was the same person whom he claims he saw about 20 feet away when he started 
to make the left-hand turn into Ninth Street. 

Another witness to the accident was one Joseph J. Bugno, a copy of whose 
affidavit is submitted herewith. Mr. Bugno was a regular carrier in the Scranton, 
Pa., post office and he was riding alongside the driver. Mr. Bugno’s version of 
the accident is as follows: 

“* %* * As the mail truck turned into Ninth Street from West Lackawanna 
Avenue, traveling in a southerly direction, I observed what appeared to be a man 
about 7 feet from the curb crossing North Ninth Street, walking in an easterly 
direction. In the next instant, this person was struck by the right front fender 
of the mail truck and was knocked to the pavement. Mr. McGoff immediately 
applied the brakes and stopped the truck in about 6 feet. I would say that the 
truck was traveling not more than 15 miles an hour. * * * I did not see the 
man until the truck was almost abreast of him. He kept walking toward the mail 
truck and the large shawl collar on his overcoat appeared to be drawn up around 
his head. In my opinion, Driver-Mechanic Edward J. McGoff was not responsible 
for the accident. It came about when the pedestrian walked from the curb into 
the path of the oncoming mail truck, a-circumstance over which the driver of the 
mail truck had no control.” 

According to the post-office inspector, both MecGoff and Bugno are positive 
that no one else was present when the accident occurred. However, Julius G. 
Weinberger, an attorney, of Scranton, Pa., who represented the estate of the 
decedent in presenting this claim, furnished the inspector with the names of three 
witnesses, Mr. Maurice D. Barber, Sr., Mr. Giovanni Gallucci, and Mr. Frank J. 
Doran. 

According to the affidavit of Francis Doran, he was crossing Ninth Street at 
the intersection of West Lackawanna and Ninth Street, going westward across 
Ninth Street. He stated that he was about 3 feet from the southwest corner 
when he heard the brakes of an automobile, that he turned around quickly and 
saw a man fall to the pavement. He then stated: 

“* * * He had been struck by a United States mail truck and was lying 
close to the curb east side on Ninth Street near the intersection. The left front 
of the mail truck struck the man. I had my back to the mail truck and cannot 
estimate the speed of the mail truck. The mail truck driver was responsible for 
the aecident in my opinion. He made a sharp left turn into Ninth Street from 
West Lackawanna Avenue and consequently was driving on the wrong side ot 
the street. The injured man was in the intersection before the mail truck entered 
the intersection.” 

It is obvious from reading the above quotation, assuming that Mr. Doran was 
at the scene of the accident, that some of the statements are mere conjectures or 
conclusions because it does not appear from the affidavit that he saw anything 
before the pedestrian was struck by the mail truck. 
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According to the affidavit of Giovanni Gallucci, he was standing on the south- 
west corner of West Lackawanna Avenue and Ninth Street on the morning of 
the accident, and that he saw a man crossing the intersection or going east on 
Ninth Street from the west to the east side. He then stated: 

ie .08 This man was about 3 feet from the east curb of the southeast 
corner of West Lackawanna Avenue and Ninth Street, when a mail truck turned 
the corner West Lackawanna Avenue and Ninth Street and the left side of the 
mail truck struck the man and knocked him to the pavement. The left fender 
(front) struck the man. The mail truck was traveling at about 25 miles an hour 
and the driver of the mail truck was responsible for the accident. He was driving 
on the wrong side of the street.” 

The third witness whose name was furnished by the attorney for the estate is 
Mr. Maurice D. Barber, Sr. No copy of affidavit from him is with the file. How- 
ever, according to the inspector, Mr. Barber did not appear to have actually seen 
the accident. He asserted that he saw a man lying on Ninth Street, about 8 feet 
from the southeast corner of the intersection of that street with West Lackawanna 
Avenue, and he concluded the man had been struck by an automobile. He later 
learned that a mail truck was involved. 

It will be noted from analyzing the statements of various witnesses that the two 
postal employees stated that the accident happened at a point near the west side 
of North Ninth Street, that the postal chauffeur stated that the pedestrian was 
about 5 feet from the corner while the postal employee riding with him stated 
the pedestrian was about 7 feet therefrom. Both of these men stated the pedes- 
trian was struck by the right front fender of the mail truck. To the contrary, the 
witnesses whose names were furnished by the attorney for the estate fixed the 
place of impact close to the east side of Ninth Street, and stated the pedestrian was 
struck by the left front fender. 

According to the inspector’s report, upon the death of Mr. Montgomery, the 
matter was presented to the Lackawanna County grand jury on March 22, 1947, 
on a charge of involuntary manslaughter against the driver of the mail truck but a 
‘no bill’? was returned. The witnesses whose names were furnished by the attor- 
ney for the estate, Messrs. Barber, Gallucci, and Doran, were not called before the 
grand jury, indicating that the Police Department of the City of Scranton was un- 
aware of the fact that they were witnesses. 

The Scranton Hospital furnished the post-office inspector with a statement 
showing that final diagnosis of Mr. Montgomery’s injuries was fractured skull, 
brain lacerations, and subdural hemorrhage. Mr. Montgomery was a patient at 
the hospital from February 15 to March 4, 1944, when he died. At the time of 
the inspector’s report, the total medical, hospital, and funeral expenses were 
$1,426, and all of this amount was paid except the sum of $100, part of the cost 
of a monument for Mr. Montgomery’s grave. 

In view of the conflicting statements furnished by the alleged witnesses to this 
accident, this Department will interpose no objection to the enactment of this 
measure, in such amount as deemed proper compensation, if it be concluded that 
the death of Mr. Montgomery is attributable to the negligence of the postal 
chauffeur. 

The views of the Bureau of the Budget, with respect to this legislation, are set 
forth in the attached copies of a letter addressed to this Department under date 
of July 20, 1950. 

Sincerely yours, 
J. M. Donatpson, Postmaster General. 


O 











Calendar No. 225 


82p: ConGrEss SENATE f REporRT 
. Ist Session 


I No. 244 


AUF DER HEIDE-ARAGONA, INC. 


Apri 17, 1951.— Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 2782] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2782) conferring jurisdiction upon the Court of Claims to hear 
and determine the claim of Auf der Heide-Aragona, Inc., and certain 
of its subcontractors against the United States, having considered the 
same, reports favorably thereon, with an amendment in the nature of 
a substitute, and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That notwithstanding any lapse of time or any statute of limitations or any 
defense of laches, jurisdiction be, and the same hereby is, conferred upon thi 
United States Court of Claims to hear, determine and render judgment on the 
claim of Auf der Heide-Aragona, Incorporated, and through it the claims of its 
subcontractors, against the United States arising out of the performance of a con- 
tract, dated July 25, 1941, with the Veterans’ Administration for the construction 
of a hospital building at Fort Howard, Maryland, the work on which contract 
was completed on or about November 19, 1943: Provided, however, That nothing 
contained in this Act shall be construed as an inference on the part of the United 
States Government. 

Sec. 2. Such suit may be instituted in the Court of Claims at any time within 
four months from the approval of this Act. 

Sec. 4. Private Law 643, Eighty-First Congress, approved July 6, 1950, is 
hereby repealed. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to confer 
urisdiction upon the Court of Claims of the United States to hear 
> 

determine, and render judgment on the claim of Auf der Heide- 
Aragona, Inc., and through it the claims of its subcontractors, against 


the United States arising out of the performance of a contract with the 
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Veterans’ Administration for the construction of a hospital building 
at Fort Howard, Md. 
STATEMENT 


A similar bill was enacted into private Jaw by the Eighty-first 
Congress (Private Law 643), but thereafter it was discovered there 
had been an inadvertent failure to waive the statute of limitations 
which would, in effect, nullify the act of Congress. 

The committee is of the opinion that this old established contractor 
should be permitted his day in court in order to prove his losses and 
the Government’s liability therefor, ifany. However, the committee 
has amended the bill so as to put both the contractor and the Govern- 
ment in an equal status as litigants in the Court of Claims. 

This company entered into a contract dated July 25, 1941, with the 
Veterans’ Administration for the construction of additional building 
and utilities at Fort Howard, Md. Under the terms of the contract, 
the claimant was required to construct and finish completely a build- 
ing No. 225, for the lump sum of $871,700, and to complete the work 
within 400 calendar days after the date of the receipt of notice to pro- 
ceed, Contractor received such notice on August 12, 1941, thereby 
establishing September 16, 1942, as the date for completion. Due to 
excusable delays and additional work, the completion date was ex- 
tended for 429 additional days, that is, until November 19, 1943, 
at which time the Veterans’ Administration would consider the job 
completed. 

Thereafter, the claimant filed a claim with the General Accounting 
Office in an aggregate amount of $196,581.64, alleging extra costs 
incurred under the contract above referred to. The General Account- 
ing Office disallowed this claim on June 26, 1944. 

The contractor bases his claim on the fact that the then Office 
of Production Management (later the War Production Board) so 
delayed the issuance of priority certificates that the company was 
unable to obtain either labor or materials in a rising and expanding 
market. The company further alleges that during the course of the 
contract,. the Defense Piant Corporation and other Government 
agencies awarded $200,000,000 worth of construction contracts in the 
Baltimore area, the greatest percentage of which were awarded on a 
cost-plus basis with the result that this company, operating on a fixed- 
fee contract, could not compete in the labor market. As a result 
of this and related factors, the company alleges that the completion 
of the contract exceeded the estimated cost by the sum of $128,140.25, 
plus the fact that it is liable to seven subcontractors for claims totaling 
$68 441.39. 

Attached hereto and made a part of this report are the following 
supplemental documents: 

(1) Copy of a letter from the Veterans’ Administration, dated April 

8, 1946; 
(2) Copy of a letter from the contractor, dated March 16, 1944; and 
(3) Copy of a letter dated March 27, 1950, from the Comptroller 
General to the chairman of the Committee on the Judiciary, United 
States Senate. 
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VETERANS’ DMINISTRATION, 
Wash ngton 25. D. C.,. An 5, 1940. 
Hon. Dan R. McGEHEE, 
Chairman, Committee on Claims, 
House of Re presentatives, Washington, rp. a 


My Dear Mr. MeGeuee: This has further reference to vour letter of Febr 


ary 13, 1946, in which vou request a report on H. R. 5347, Sev nth Congr 
a bill conferring jurisdiction upon the Court of Claims to hear and dete e the 


Claim of Auf der Heide-Aragona, Inc., and certain of its beontractors, against 
the United States. 








Phe purpose of the bill is to confer jurisdiction o1 Co of Claims to hear 
and determine the claim of Auf der Heide-Aragona, Inec., and throug 
of its subcontractors, against the United States, under a contract with the \ 
erans’ Administration for the construction of a hospital at Fort Howard, M 
and to direct the court to enter judgment for the contractor and its subs 
for the additional cost and a reasonable profit if certain conditions and 
found. ‘The conditions referred to are (1) if any department or ag 
Government delayed the issuance of priorities which resulted in subj 
contractor and its subcontractors to additional cost, including overhead ¢ 
2) if anv ageney or department of the United States, including specifica 
Defense Plant Cc rporation sponsor d anv work progran the general are 
Fort Howard, which rendered it impossible for the contrac and its s 
tractors to achieve tha degree of work perfor nance t! vO {1 have o 
had such work program not existed: and (3) because of such work pro 
contractor found necessary to pav higher wages for such labor was availa 

The bill does not identify the contract, xcept as to location Dut it appear 
that it refers to contract VAe—-1L1IS5, between Veterans’ Administration a 
the claimant for the construction of additional building and utilities, knov 
hospital building No. 225 at Fort Howard, Md., dated July 25, 1941 Under 
terms of this contract, the claimant was required to construct and finish com) 
hospital building No. 225, including mechanical work, roads, et or the 
consideration of $871,700, and to comple t} work within 400 eal lar a 
after the date of receipt oT notice to proceed. 7 he Col | rl CLVeE 
proceed on August 12, 1941, thereby establishing September 1! } 
for completion. Due to excusable delavs and additional we 
for completion was extended for 429 additional davs: i intil Nov 
1943. Basis of final settlement under this contract, as approved b e Vetera 
Administration on February 22, 1944, established the date the i 
as November 19, 1943. 

The specifications under the contract listed the minimut vage rate 1 
to be paid laborers and mechanics as predetermined by the Seeretary of Lahe 
pursuant to 49 Statute LOLI—1012. Pavrolls submitted in accordance with ¢ - 
tract requirements disclose that the wages paid laborers and mechani 
generally higher than the minimum rates indicated. However, there was no 
guaranty expressed or implied that laborers and mechanic vuld be seeured 


the wage rates listed in the specifications. 
Auf der Heide-Aragona, Inc., filed claim with the General Accounting Office 


in aggregate amount of $196,581.64, representing all 1 exe cos neurt 
under contract VAc-1185 referred to. Copy of settleme¢ certificat 
General Accounting Office date June 26, 1944, disallowing t} ciaim 1s attached 


for vour information. 

As the liabilitv of the United States under the contract Vi! 
determined by the General Accounting Office, vou may desire the views of 
Comptroller General of the United States as to the results of the | 

For the reason s ted by the General Accounting O Tice, Ve rans’ Adn 
tration cannot recommend favorable consideration of H. R 
Cor vTess, 

Advice has been received from the Bureau of the Budget that there would 
no objection by that office to the submission of this report ovour com ittee 

Very truly yours, 
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West New York, N. J., March 16, 1944. 
Hon. Linpsay C. WARREN, 


Comptroller General of the United States, Washington, D. C. 


Dear Sir: On April 30, 1941, we received an Invitation for Bidders from 
Veterans’ Administration for the construction of one hospital building at Fort 
Howard, Md. 

On the same day we requested Veterans’ Administration to send us plans and 
specifications for bidding purposes and said plans and specifications were sub- 
mitted to us during the early part of May 1941. 

The Invitation for Bidders called for bids to be submitted on the project on 
June 26, 1941. 

Plans and specifications were prepared by the Veterans’ Administration based 
upon conditions which prevailed prior to their preparation. 

We submitted our bid for the project on June 26, 1941, in the sum of $874,300, 
also based upon conditions which prevailed at that time. 

On July 26, 1941, Veterans’ Administration advised us that our bid had been 
accepted. Under date of August 11, 1941, Veterans’ Administration sent us a 
Notice to Proceed, together with contracts in the sum of $871,700, which reflected 
the amount of our bid submitted, less the sum of three alternates, totgling $2,600. 

The contract provided for completion of work within 400 calendar days after 
date of receipt of notice to proceed. 

We started work on the project on August 26, 1941. 

Being a Government project, we were of the opinion that a high priority rating 
would be assigned to the project immediately after starting work. However, 
due to changing conditions and personnel of the OPM at the time, a delay of 
4 months had developed before the issuance of an A-2 priority rating certificate. 
This certificate was dated December 20, 1941, and we extended it to all sub- 
contractors and material houses. 

During this delay a critical labor condition had developed in the Baltimore 
area and was referred to by other Government agencies as trouble area No. 1. 

The Defense Plant Corporation and other Government agencies awarded over 
$200,000,000 worth of construction contracts in the Baltimore area, the greatest 
percentage of which were awarded on a cost-plus basis, offering construction 
workers 10 to 12 hours a day, 6 and 7 days per week, at time and one-half and 
double-time rates. Reference to our contract will reveal that it was based upon 
a 5-day, 40-hour week. 

This action by Government agencies placed us in the position where we were 
unable to obtain construction workers to diligently proceed with our contract. 
We offered workers a bonus of $50 per month in addition to union rates, with no 
results. We advertised in local newspapers without result. We then raised the 
wages of mechanics and laborers from 20 to 35 percent above the prescribed rates 
contained in the specifications and continued to pay these wages, plus board and 
traveling time to out-of-town workers, until the completion of the project. 

As the job progressed and after Pearl Harbor, conditions became more intoler- 
able. The gasoline and tire rationing seriously impeded our efforts to obtain 
help. The housing situation in Baltimore and its environs made it almost a com- 
plete impossibility to bring help in from outside areas. Rumors of a serious food 
shortage in the Baltimore area also resulted in the scarcity of competent transient 
help. Drafting and enlisting took away many young men who were engaged in 
construction work. Laborers heretofore engaged in construction work went into 
defense plants for larger income. 

Even though we were paying higher rates than those upon which we had based 
our estimate, we were forced to obtain labor from the flood of incompetent help 
which came into the area, with a consequent increase in cost and time. 

It has always been our policy to engage union help, but because of the serious 
conditions we received permission from union delegates of the various trades to 
engage nonunion help, if it were possible to obtain. 

As a result of the foregoing, our contract exceeded our estimated costs by the 
sum of $128,140.25 over and above the contract price of $871,700. Attached 
hereto is a schedule showing the estimated costs of each item as against the 
actual costs, indicating how we arrived at the figure of $128,140.25. 

In accordance with the usual custom, we engaged 24 subcontractors for work 
in specialized fields, 7 of whom have made claims against us totaling $68,441.39. 
Their claims, in the main, are based upon reasons set forth above. 

Zased upon the foregoing, we submit to your department our claim in the 
sum of $128,140.25, together with the claims of seven of our subcontractors 
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totaling the sum of $68,441.39, and respectfully request that a hearing be had 
in connection with the within stated claims. 
Very truly yours, 
AvuFr DER Herpr-Aracona, INCc., 
—— ——,, Treasurer. 


ComMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 27, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate. 


My Dear Mr. CuHatrMAN: Further reference is made to your letter of March 
3, 1950, acknowledged by telephone March 6, requesting a report on H. R. 1606, 
Kighty-first Congress, entitled “An act conferring jurisdiction upon the Court 
of Claims to hear and determine the claim of Auf der Heide-Aragona, Inc., and 
certain of its subcontractors against the United States.” 

The bill reads as follows: 

“That jurisdiction be, and the same hereby is, conferred upon the United 
States Court of Claims to hear and determine the claim of Auf der Heide-Aragona, 
Incorporated, and through it the claims of its subcontractors, against the United 
States arising out of the performance of a contract with the Veterans’ Adminis- 
tration for the construction of a hospital building at Fort Howard, Maryland: 
Provided, That if the said court shall find that the United States through any 
of its departments or agencies delayed the issuance of priorities which resulted 
in subjecting the said contractor and its subcontractors to additional costs, 
including overhead expense, or if the said court shall find the United States, 
through any such department or agency, including Defense Plant Corporation, 
sponsored any work program in the general area of the contractor’s work which 
rendered it impossible for the contractor and its subcontractors to achieve that 
degree of labor performance which they would have achieved had any such 
work program not existed, or made it necessary for them to pay higher wages 
for such labor as was available than they would otherwise have had to pay, and 
that these conditions subjected the contractor and its subcontractors to addi- 
tional cost and overhead expense, then the said court shall in either event enter 
judgment for the contractor and its subcontractors in the amount of such addi- 
tional costs, including a reasonable allowance for profit based upon such excess 
of cost and overhead expense.”’ 

It is noted that the bill has been considered by the House of Representatives 
and was passed by that body on February 21, 1950. Hearings on the proposed 
legislation were held by the House Committee on the Judiciary, and attention 
is invited to that committee’s report (H. Rept. No. 1643, 81st Cong.), wherein 
favorable consideration was recommended. While the bill does not identify the 
contract by number, it is established in the said hearings that the bill refers to 
contract No. VAC-1185, dated July 25, 1941, with the Veterans’ Administration. 

It appears that under the terms of that contract Auf der Heide-Aragona, Inc., 
agreed to furnish the materials and perform the work for the construction of 
a hospital building and facilities at Fort Howard, Md., for the consideration of 
$871,700. The work was to be completed within 400 calendar days after date 
of receipt of notice to proceed and, in the event of failure to complete the work 
within the contract time therefor, the contractor was to be assessed liquidated 
damages at the rate of $150 per calendar day of delay, except that liquidated 
damages were not to be assessed on account of delays caused by late deliveries 
of materials where such late deliveries were shown to be due to priority deliveries 
to other Government agencies for use in connection with the national defense 


program. Also, provision was made in article 9 of the contract for remission of 
liquidated damages when the delays were due to unforeseeable causes beyond the 


control or without the fault or negligence of the contractor, including delays by 


the Government. With respect to the matter of wage rates to be paid laborers 
and mechanics employed upon the site of the work, the contract provided that the 
contractor should pay the minimum wage rates as predetermined by the Secretar) 
of Labor pursuant to the provisions of the act of August 30, 1935, 49 Statute 1 
Article 27 of general conditions, made a part of the contract, set out the sche 


11. 
lule 
of hourly rates of wages to be paid and provided that, while the wage rates so s 

out were the minimum rates to be paid, it was the responsibility of each bidder 
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to inform himself as to the local labor conditions and prospective changes, includ- 
ing the existing or pending collective bargaining agreements which might provide 
for rates in excess of those predetermined by the Secretary of Labor. 

The record shows that the contractor alleged that it was delayed by reason of 
the Government's delay in issuing priority ratings and due to the operation of 


the priority rating system. Certain change orders were issued under the contract 


allowing the contractor a total of 299 days as additional time by reason thereof 


The contract work was completed within the time allowed therefor, as extended, 


rT 
and no liquidated damages were assessed against the contractor. Subsequent 
to the completion of the contract and final payment therefor, the contractor 
filed a claim with the General Accounting Office fer the sum of $196,581.64, 
representing (1) the loss of $128,140.25 stated as having been incurred under the 
contract by reason of additional costs occasioned by reason of delays by the 
Government in issuing priority ratings which extended the contract work into a 
period when Government-sponsored work programs in the general area of the 
contractor’s work were undertaken, rendering it impossible for the contractor to 
achieve that degree of labor performance which it would have achieved but for 
such Government work, or making it necessary to pay higher wages for available 
labor than it would otherwise have had to pay; and (2) the amount of $68,441.39 
claimed as such losses by subcontractors. The claim was disallowed by this 
Office by settlement dated June 26, 1944. 

With respect to the matter of delays due to operation of the priority system, 
it has been held by the courts that the Government is not liable for damages 
oecasioned by such delavs. See Ross Electric Construction Company Vv. United 
States (111 C. Cls. 644, 663), and cases there cited. Aliso, it has been held that 
where, as here, the parties anticipated that there might be delays by the Govern- 
ment in connection with the contract work and have provided in advance to 
protect the contractor from the consequences of such delay by relieving him from 
assessment of liquidated damages, the Government is not liable to the contractor 
for damages occasioned by its delay in connection with the contract work (United 
States v. Foley Company (329 U.S. 64)). As to the liabilit, of the Government 
for sponsoring a large work program in the contract area or increasing the wages 
on nearby projects, thus forcing the contractor to pay increased wage rates, it 
has been held that the Government is not liable for payment of increased costs 
caused the contractor by reason of the fact that it (the Government) may raise 
wages on adjacent projects (LeVeque et al. v. United States (96 C. Cls. 250 

The bill, if enacted, would raise a presumption of law that the Government is 
liable to the instant contractor and its subcontractors for delays in the issuance of 
priorities or for delays caused by reason of the failure of the Government to issue 
as high a priority as the contractor had contemplated would be issued and, there- 
fore, it would waive any substantive defenses of the Government in the matter, 
leaving for consideration of the court only matters of fact, that is, the extent of 
delay by the Government and the amount of the additional expenses occasioned 
by such delay. It is to be observed that the act of August 7,-1946, 60 Stat. 902, 
authorized the various agencies having authority to enter into contracts under 
section 201 of the First War Powers Act, 1941 (50 U.S. C. 611), to settle claims of 
Government contractors for losses sustained in the performance of their contracts 
during the period from September 16, 1940, to August 14, 1945. Insofar as it 
appears from the facts in this case, the contractor was entitled to settlement of 
its claim for losses in accordance with, and subject to the restrictions of, that act. 

There appear no extraordinary or extenuating circumstances which would 
warrant the passage of this legislation in order to give preferential treatment to 
this contractor. Therefore, I have to advise that I find no merit in the bill. 

Sincerely vours, 
LiInpsAy C. WARREN, 
Com ptrollei General of the United Stales. 


O 
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CLAUDIO PIER CONNELLY 


AprIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §. 291] 


The Committee on the Judiciary, to which was referred the bill 
(S. 291) for the relief of Claudio Pier Connelly, having considered the 
same, reports favorably thereon with amendments and recommends 
that the bill, as amended, do pass, 


AMENDMENTS 


1. In line 4, change the name ‘‘Claude Pierre’ to ‘‘Claudio Pier.’ , 
2. Amend the title of the bill to read: ‘For the relief of Claudio 
Pier Connelly”. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perm- 
anent residence in the United States to Claudio Pier Connelly. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 7-year-old native and citizen of Italy 
who last arrived in the United States on September 5, 1950, with his 
mother and stepfather. The child was included in the passport of 
the stepfather but upon arrival at New York it was found that the 
child was not the natural-born child of Mr. David L. Connelly. The 
child was excluded, together with his mother, but they were paroled 
into the United States. 
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A letter dated March 23, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

Marca 28, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice with respect to the bill (S. 291) for the relief of Claude 
Pierre Connelly, an alien. 

The bill would provide that Claude Pierre Connelly shall be considered to have 
been lawfully admitted into the United States for permanent residence as of the 
date of its enactment, upon payment of the required visa fee and head tax. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Claude Pierre Connelly is a minor child who was born in Bolzano, 
Italy, on September 26, 1943, to Else Purin, a netive and citizen of Italy. His 
natural father, who also was an Italian citizen, was killed during World War IT. 
On March 26, 1950, the child’s mother married David L. Connelly, a native of 
Wales, England, who acquired United States citizenship through his father. It 
has been stated by Mr. Connelly that, pursuant to his desire to adopt the child, 
he had presented completed adoption papers to the American vice consul at 
Venice, Italy, with a view to having the child’s name placed on Mr. Connelly’s 
passport: that the vice consul included the child’s name thereon after eommuni- 
cating with the State Department; that Mr. Connelly then petitioned for the is- 
suance of a nonquota visa for his wife and that a nonquota immigration visa was 
issued to her by the vice consul at Stuttgart, Germany. Further Mr. Connelly 
stated that he, his wife, and stepson arrived at New York City on September 5, 
1950, and appiied for permanent admission; that the child and his mother were 
both held for a board of special inquiry hearing at New York City; that on Sep- 
tember 6, 1950, the child was excluded as inadmissible to the United States under 
section 13 (a) (1) of the Immigration Act of 1924, as an immigrant not in posses- 
sion of an immigration visa, and under Executive Order 8766 of June 3, 1941, as 
an alien not in possession of a valid passport for travel document in lieu of a pass- 
port; that decision as to his wife was deferred pending issuance of a medical certifi- 
cate regarding her son; that at a rehearing on September 7, 1950, there was pre- 
sented a certificate from the United States Public Health Service certifying the 
alien as helpless because of infancy under section 18 of the Immigration Act of 
1917: that on the basis of that certificate the child’s mother was excluded as in- 
admissible to the United States, being a person necessary to accompany a person 
excluded from the United States; and that pending decision on appeal, the alien 
and his mother were paroled into the United States. 

Mr. Connelly stated that none of the consulates visited had mentioned the 
necessity of issuance of a visa for the child but that the staff at the Stuttgart, 
Germany, consulate had said that if he, Mr. Connelly, anticipated having any 
difficulty upon arrival in the United States they would issue a visa for his adopted 
or recognized son, and that such comment by the consulate’s office followed Mr. 
Connelly’s explanation of the boy’s birth out of wedlock and after a consulate 
employee had viewed the passport with the child’s picture included. Mr. 
Connelly also added that he had tried to make it clear to the vice consul in Venice 
that the child was not actually his blood son. It appears, however, that the 
American vice consul in Venice erroneously included the child’s name on Mr. 
Connelly’s passport because the birth certificate of the child had carried a notation 
by an appropriate Italian official that Mr. Connelly had acknowledged the child 
as his natural-born child and that the child was deemed to have been legitimated 
by the subsequent marriage of Mr. Connelly with the child’s mother. 

“Not being the natural-born child of David L. Connelly, the alien was not 
entitled to have his name included on Mr. Connelly’s passport and is in fact 
required to present an immigration visa as a prerequisite to admission to the 
United States. The quota of Italy, however, to which the child is chargeable, is 
oversubscribed and an immigration visa is not readily obtainable 

Whether or not this bill should be enacted presents a legislative question con 
cerning which this Department prefers not to make any recommendation, 

Yours sincerely, 
PreYTON Forp, 
Deputy Attorney General, 
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Mr. David L. Connelly, who has adopted the beneficiary of the bill, 
has submitted the following information in connection with the case: 


38f5 Forence Drive, ALEXANDRIA, Va., 
Febr uary 28. 1951. 
Hon. Senator Par McCarran, 
Senate Judiciary Committee Room, 
Senate Office Building, Washington, D. C. 

Dear Senator McCarran: As directed by Senator Edward Martin, I am 
sending you the following information which you requested in your letter of 
February 20, 1951, addressed to the Senator’s office, respecting Senate bill No. 291, 


which has been introduced on behalf of my adopted son, Claudio Pier Connelly. 
Question 1 


(a) On March 26, 1950, I married my wife, Elsa, a widow who has a 714-vear-old 
son named Claudio. (It was on his behalf Senator Martin introduced bill 291.) 
Following the marriage, I adopted Claudio as my legal son under Italian law, and 
a record of this adoption is on file in the courthouse at Bolzano, Italy. 

On the basis of this adoption and on the fact that I enjoved veteran’s status, 
I approached the American consulate at Venice, Italy, with a request for a visa 
issued to my adopted son to enable him to accompany me when I returned to the 
States. This case was placed under advisement by the consulate’s office at Venice, 
and it was my understanding that subsequently the matter was referred to the 
State Department in Washington, D. C. A short time later I was informed that 
a visa could be issued, and I journeyed from Heidelberg, Germany, where I was 
on assignment with the EUCOM Headquarters, to Venice, Italy, to obtain it. 
Upon learning that I was in possession of a special passport, the consulate’s office 
at Venice considered it permissible to include the visa in my passport. 

My wife was issued a nonquota-immigration visa under section 4 (a) of the 
act of May 26, 1924, as amended, as a wife of a citizen of the United States. 

On September 5, 1950, we arrived at the port of New York. Although my 
wife’s Italian passport was in order and she was granted permission to enter the 
United States, the immigration authorities refused entry to my adopted son and 
referred the case to the board of special inquiry at Ellis Island, in view of the 
fact that his visa had been included in my passport. My wife relinquished her 
right to enter the United States in order to accompany the boy, a minor, to Ellis 
Island. The board, at Ellis Island, held a preliminary hearing and later forwarded 
the record to the Immigration and Naturalization Service in Washington, D. C 
Pending a decision on the case, both my wife and son were paroled in my custody 
September 6, 1950. 

On January 15, 1951, an opinion was handed down by the Immigration and 
Naturalization Service, Department of Justice, Washington, D. C., excluding my 
adopted son from the United States on documentary grounds and also my wife 
under section 18 of the act of February 5, 1917, as an accompanying alien. (In 
the event the present status of my adopted son is legalized by congressional action, 
I am informed that my wife can be reinstated to her former standing under section 
4 (a) of the act of May 26, 1924, as amended.) 


Question 2 

At the present time my adopted son is attending public school in the Arlington 
district, Va 
Question 3 

He is entirely dependent upon me for support. 

Question 4. 

As he is a minor, he has never had any occasion to be engaged in any activities 
which might be injurious to the public interest. 
Question 5. 

No. 

I hope that the above information will serve the purpose in fully answering the 
questions contained in your letter of February 20, 1951. The interest of the 
committee in this bill is very much appreciated. 

Sincerely yours, 
Davin L. CoNnNELLY. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 291), as amended, should be enacted. 


O 
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SUBSISTENCE AND TRAVEL EXPENSES ALLOWED TO 
JUDGES 


ApriL 17, 1951.— Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H, R. 36] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 36) to amend title 28, United States Code, section 456, so as 
to increase to $15 per day the limit on subsistence expenses allowed 
to justices and judges while attending court or transacting official 
business at places other than their official station, and to authorize 
reimbursement for such travel by privately owned automobiles at a 
rate of not exceeding 7 cents per mile, having considered the same, 
report favorably thereon, with amendments, and recommend that 
the bill, as amended, do pass. 


AMENDMENTS 


1. On page 2, line 3, delete the comma. 

2. On page 2, lines 7 and 8, delete “not exceeding’’. 

3. Amend the title to read: 

To amend title 28, United States Code, section 456, so as to increase to $15 
per day the limit on subsistence expenses allowed to jusiices and judges while 
attending court or transacting official business at places other than their official 
station, and to authorize reimbursement for such travel by privately owned 
automobiles at a rate of 7 cents per mile. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to increase 
from $10 to $15 per day the maximum allowance to Federal justices 
and judges for subsistence and maintenance while engaged in official 
travel and also to authorize their reimbursement for such travel by 
privately owned automobile at a rate of 7 cents per mile. 





2. SUBSISTENCE AND TRAVEL EXPENSES ALLOWED TO JUDGES 
STATEMENT 


This bill is identical with S. 32, previously reported favorably by 
this committee. The effect of the legislation is merely to place a 
ceiling on the expenses actually incurred for subsistence from $10 to 
$15 per day. The imposition of such a maximum amount affords a 
degree of flexibility so as to meet the variations in cost for accom- 
modations and meals in various sections throughout the country. 

The second part of the legislation permits justices and judges to 
be reimbursed for the use of a privately owned automobile on official 
business at a rate of 7 cents per mile. Under both the present law 
and the proposed legislation, the justices and judges were entitled to 
all necessary traveling expenses. 

The additional language inserted here is for the purpose of placing 
in one section the law relating to travel by justices and judges. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the ee 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (existing Taw proposed to be ouateas 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 456. TRAVELING EXPENSES OF JUSTICES AND JUDGES. 

Each justice or judge of the United States and each retired justice or judge 
recalled or designated and assigned to active duty, shall, upon his certificate, be 
paid by the Director of the Administrative Office of the United States Courts all 
necessary traveling éxpenses, and also his reasonable maintenance expenses actu- 
ally incurred, not exceeding ({$10] $15 per day, while attending court or transact- 
ing official business at a place other than his official station. Justices and judges 
may be reimbursed for such travel by privately owned automobile upon their certificate 
at the rate of 7 cents per mile in lieu of actual expenses. 

The official station of the Chief Justice of the United States, the Justices of the 
Supreme Court, and the judges of the Court of Claims, the Court of Customs and 
Patent Appeals, the United States Court of Appeals for the District of ( ‘olumbia, 
and the United States District Court for the District of Columbia, shall be the 
District of Columbia. 

The official station of the judges of the Customs Court shall be New York City. 

The official station of each circuit and district judge, including each district 
judge in the Territories and possessions, shall be that place nearest his residence 
at which a district court is regularly he Id. 


O 
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WILLIAM BERGEN 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 588] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 588) to confer jurisdiction upon the District Court for the 
Territory of Alaska to hear, determine, and render judgment upon 
certain claims of William Bergen, having considered the same, reports 
favorably thereon, with amendments, and recommends that the bill, 
as amended, do pass. 

PURPOSE 


The purpose of the proposed legislation is to confer jurisdiction 
upon the District Court for the Territory of Alaska to hear, determine, 
and render judgment upon the claims of William Bergen, of Fairbanks, 
Alaska, arising out of injuries sustained by him December 21, 1944, 
while he was a passenger on the Alaska Railroad. Suit hereunder may 
be instituted pursuant to section 1346 of title 28, United States Code, 
within 1 year from the date of enactment of this act. 


AMENDMENTS 


1. On page 1, line 7, after the word “‘injuries’’, insert ‘‘allegedly”’ 

2. On page 2, line 7, strike out the period and insert the following: 

“Provided, however. That nothing contained in this Act shall be 
construed as an inference of liability on the part of the United States 
Government.” 

The amendments are self-explanatory. 


STATEMENT 


On December 21, 1944, the claimant was a regular fare-paying 
passenger on a south-bound train of the Alaska Railroad. Duri ing the 
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course of the journey the train was derailed and it is alleged that the 
claimant received injuries to his head and legs. 

It appears that no compensation for the personal injuries received 
in this accident has been paid to the claimant. The Department of 
the Interior which operates the Alaska Railroad, in a letter dated 
en 25, 1950, “‘expresses no opinion to the merits of Mr. Bergen’s 
claim. 


Had this accident occurred a few days later the claimant would have 
been entitled to sue the Government under the Federal Tort Claims 
Act; therefore, the committee concurs in the action of the House of 
Representatives in granting him his day in court. Attached hereto 
and made a part of this report is the above referred to letter from the 
Department of the Interior. Other letters and affidavits in connection 
with this claim appear in House Report No. 129, Eighty-second 
Congress, first session, and need not be reprinted here. 


Unirep Sratres DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington, D. C., August 25, 1950. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Ce.uer: This is in reply to your request for the views of this 
Department on H. R. 8770, a bill to confer jurisdiction upon the District Court 
for the Territory of Alaska to hear, determine, and render judgment upon certain 
claims of William Bergen, which I understand has superseded H. R. 2450, a bill 
for the relief of William Bergen. 

H. R. 8770 would confer jurisdiction on the District Court for the Territory of 
Alaska over any suit filed by Mr. William Bergen against the United States, 
within | year from the date of enactment and approval of this bill, for injuries 
alleged to have been sustained by him on December 21, 1944, while a passenger 
on the Alaska Railroad, notwithstanding the fact that the claim arose prior 
to January 1, 1945, and notwithstanding the statute of limitations contained in 
section 2401 of title 28 of the United States Code. 

On December 21, 1944, a south-bound passenger train of the Alaska Railroad 
was derailed at mile 424.9. The cause of the derailment was undetermined; it 
might have been caused either by a broken arch bar on a passenger coach or 
the condition of the roadbed which is composed of peat, and runs through a 
swamp, both of which cause the roadbed to be soft and the alinement of the track 
to be irregular. 

Mr. Bergen was on the train at the time of the derailment. Examination of 
Mr. Bergen by Dr. P. B. Haggland, railroad surgeon, shortly after the accident 
occurred, disclosed that he had a number of contusions of both knees and legs. 
In his report of February 21, 1945, Dr. Haggland states: 

“This man was advised to report to the clinic for examination that evening, 
but he did not report to either the clinie or hospital for further examination. 
Therefore, we assumed that his general condition was good; and in our opinion 
his injuries should not have resulted in any disability except for a little soreness.” 

In &@ memorandum to the General Manager of the Alaska Railroad, dated 
February 23, 1945, Dr. George G. Davis, chief of the Alaska Railroad Hospital 
staff, made the following statement: 

‘‘Mr. Bergen, age 46, a cook, came to the Alaska Railroad Hospital on December 
24,1944 * * *, Qn examination there was swelling and redness of the right 
leg from the knee to the ankle, severe degree. Diagnosis: Old phlebitis (inflam- 
mation of the veins) and varicose veins. He stated this leg was injured on Decem- 
ber 21, 1944, but there were no abrasions or lacerations of the skin. He gave the 
history of having had both bones of the right leg fractured some years ago. X-rays 
showed a fracture of both bones at the junction of the upper and middle third and 
again in another place at the junction of the middle and lower third.” 

The doctor concluded his statement by saying: 

“Tt is my opinion that he had pathology in the shape of a phlebitis (inflammation 
of the veins) before the date of December 21, 1944. How much the aggravation, 
if any, by the injury was at the time of the wreck, I cannot say.” 
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This Department expresses no opinion as to the merits of Mr. Bergen’s claim. 

In accordance with your request, I enclose for the information of tne committee 
a copy of a report on the case by the General Accounting Office, a report of the 
facts of the case by the General Manager of the Alaska Railroad, and statements 
and diagnoses of the doctors who had examined Mr. Bergen. 

I hope this material will be helpful to the committee in its consideration of this 
bill. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 


O 
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REEVES, FLOYD L. MURPHY, AND FABIAN P. 
DURAND 


APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 593] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 593) for the relief of Cleo C. Reeves, Floyd L. Murphy, and 
Fabian P. Durand, having considered the same, reports favorably 
thereon, with amendments, and recommends that the bill, as amended, 
do pass. 

AMENDMENTS 


On page 1, line 6 strike out the figures “$150’’ and insert in lieu 
thereof the figures ‘‘$123”’. 

On page 1, line 7, strike out the figures “$410.10” and insert in lieu 
thereof the figures ‘‘$168.10”’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $123 to Cleo C. Reeves, the sum of $168.10 to F loyd L. Murphy, 
and the sum of $160 to Fabian P. Durand as reimbursement for the 
loss of their personal property as the result of the accidental capsizing 
of a privately owned outboard motorboat in the Susitna River, Alaska, 
on August 12, 1945, while they were on official duty. There was no 
fault attributable to Messrs. Reeves, Murphy, and Durand in con- 
nection with the accident. 


STATEMENT 


This bill bears the favorable endorsement of the Department of the 
Interior. It is noted from the affidavit file that one of the items of loss 
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in the case of Cleo C. Reeves was $27 representing silver and currency 
and in the case of Floyd L. Murphy the sum of $242 representing 
silver and currency. In the past the committee has not looked with 
favor on the reimbursement for loss of silver or currency, when there 
is no tangible evidence of its destruction. This is true for the reason 
that such silver or currency might again be in circulation and for the 
further reason that it does not completely negative the proposition 
that such silver and currency may have been of a counterfeit nature. 
This would mean that the Government would be making replacement 
of other than bona fide money of the Government of the United States. 
For that reason, the items referred to have been deleted from the bill. 
The rest of the items listed were necessary to the health and comfort 
of the claimants and incident to the proper performance of their 
duties. 

The report of the Department of the Interior together with affidavits 
of the claimants are contained in House Report No. 143 of the Eighty- 
second Congress and are incorporated herein by reference. 

A study of the facts indicates that the claim is meritorious and, 
therefore, the committee recommends that the same be considered 
favorably. 


oO 
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APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 849] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 849) for the relief of Mrs. Eleanor K. Savidge, having considered 
the same, reports favorably thereon, with amendments, and recom- 
mends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, would be to 
pay the sum of $5,000 to the estate of Henry W. Savidge, deceased, 
of Philadelphia, Pa., in full settlement of all claims against the United 
States for loss of earnings sustained and medical and hospital expenses 
incurred by the said Henry W. Savidge, as a result of having been 
struck by an Army vehicle in Philadelphia, Pa., on December 28, 1942. 


AMENDMENTS 


Strike out all after the enacting clause, and insert in lieu thereof the 
following: 


That the Secretary of the Treasury be, and he is hereby, authorized and 
rected to pay, out of any money in the Treasury not otherwise appropriated 
the estate of Henry W. Savidge, deceased, of Philadelphia, Pennsylvania, the sun 
of $5,000, in full settlement of all claims of said estate against the Unit 
loss of earnings sustained and medical and hospital! expenses incurred by 
Henry W. Savidge as a result of his having been str a on December 28, ; 
by an Army vehicle in Philadelphia, Pennsylvania: Provided, That no part of th 
amount appropriated in this Act in excess of 10 per centum thereof shall be paid 
or delivered to or received by anv agent or attorney on account of services ren- 


dered in connection with this claim, and the same shall be unlawful, any contract 
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to the contrary notwithstanding. Any person violating the provisions of this 
Act shall be deemed guilty of a misdemeanor and upon conviction thereof shall be 
fined in any sum not txceeding $1,000. 


Amend the title to read: “A bill for the relief of the estate of Henry 
W. Savidge.” 
EXPLANATION OF AMENDMENT 


The bill as it passed the House provided for this payment to the 
widow on account of the death of her husband as a result of the 
injuries sustained in this accident. A careful reading of the depart- 
mental report submitted in connection with the case indicates that 
there is grave doubt that the deceased met his death (January 28, 
1945) as a result of the injuries received in this accident. On the 
contrary, it appears from the report that his death was caused by 
cardiac failure and other complications. The deceased did suffer loss 
of earnings and incur hospital and medical expenses because of the 
accident. 

STATEMENT 


The deceased was injured when on December 28, 1942, at about 
6:15 p. m., he was struck by an Army staff car operated by an enlisted 
man on official business. At the time it was dark and a heavy rain 
was falling. The accident occurred at an intersection unprotected 
by traffic lights while the deceased was crossing on foot from east to 
west. The report of the Department of the Army states in substance 
that the accident which occurred was caused solely by the negligence 
of the driver of the Army vehicle involved in said accident, in failing 
to maintain a proper lookout for pedestrians, and further, that 
because of the darkness and heavy rain, resulting in limited visibility, 
the Army driver was under a duty to exercise more than ordinary care 
in the operation of his vehicle. 

Mr. Savidge was taken to the hospital where he received treatment 
for lacerations about the head and fractures of the ribs. He was 65 
years of age at the time of his injury and a lawyer by profession. 
It was stated by a colleague of his in law practice that prior to the 
accident Mr. Savidge had an income of from $4.000 to $5,000 per year, 
and that following the accident and because of the injuries received 
his income was reduced to $2,000 to $2.500 per vear. 

In view of these facts, the Department of the Army is of the opinion, 
which opinion has been coneurred in by the House, that the amount 
awarded in this bill is fair and reasonable. 

Under Pennsylvania law, a right of action for personal injuries 
sustained through negligence must be brought within 2 years. Such 
right does not survive the death of the person unless his death occurred 
as a result of the injuries. However, his estate is entitled to recover 
for the hospital and medical expenses incurred by the deceased as well 
as the loss of earnings suffered as a result of the injuries received in 
the accident. Therefore, this committee has amended the bill accord- 
ingly. 

Attached hereto and made a part of this report is the above referred 
to letter from the Department of the Army, dated November 20, 1947. 
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NOVEMBER 20, 1947, 
Hon. Eart C. MIcHENER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

DeEaR Mr. MicHENerR: The Department of the Army would have no objection 
to the enactment of H. R. 2135, Eightieth Congress, a bill for the relief of Mrs. 
Eleanor K. Savidge, if it should be amended as hereinafter reeommended. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay 
out of any money in the Treasury not otherwise appropriated, to Mrs. Eleanor 
K. Savidge, Salamanca, New York, the sum of $5,000 * * * in full settle- 
ment of all claims of the said Mrs. Eleanor K. Savidge against the United States 
on account of the death, on January 28, 1945, of her husband, Henry W. Savidge, 
as the result of injuries sustained by him on December 28, 1942, in Philadelphia, 
Pennsylvania, when he was struck by a United States Army jeep.”’ 

On December 28, 1942, at about 6:15 p. m., an Army staff car, operated by an 
enlisted man on official business, was proceeding north on Broad Street in Phila- 
delphia, Pa., approaching its intersection with Cuthbert Street, at a speed of 
approximately 15 to 20 miles an hour. It was dark and a heavy rain was falling 
The intersection in question was not protected by traffie lights. Henry W. 
Savidge, 140 North Fifteenth Street, Philadelphia, was crossing Broad Street on 
foot from east to west at the intersection. It appears that the driver of the Army 
vehicle failed to see Mr. Savidge until his car was almost upon him. In an attempt 
to avoid striking the pedestrian the Army driver applied his brakes and swerved 
to the left, but the right front fender of the Army car struck Mr. Savidge and 
threw him to the pavement, causing serious personal injuries 

On April 5, 1946, the office manager, Hahnemann Hospital, 230 North Broad 
Street, Philadelphia, Pa., submitted the following report concerning the injuries 
sustained by Mr. Savidge in this accident and his death about 2 years later: 

“This is to certify that Henry W. Savidge was admitted to our hospital! Decem- 
ber 28, 1942, suffering from contusion of right eve, laceration of right post-parietal 
region of sealp, injury of right chest. History given was as follows: 

“On Monday, December 28, 1942, was hit by an Army ear at corner of Broad 
and Cuthbert Streets, injuring right scalp, right eve, and right chest; admitted to 
accident ward where wound of the scalp was sutured and chest was strapped. 
Was unconscious for a short while following accident, but remembers hitting 
pavement, then came to accident ward, complaining of pain in the right chest. 

“X-ray No. 191229: 

“Skull: Examination made of the skull shows no evidence of fracture. 


‘‘Thorax: Examination made of the thorax shows a fracture involving the 
third, fourth, fifth, and sixth ribs in posterior axillary line. There is an over- 
riding of the fifth rib; the remaining ribs show no displacement. In addition to 
this, there is very marked emphysema throughout the soft tissues around the 
right chest, indicative of the entrance of air scattered throughout the subcu- 
taneous tissues; this extends from the lateral chest wali and the lower portion 
upward into the left cervical area and around to the anterior-posterior chest, and 


appears to be on the right side. 
“On January 6, 1943, patient signed his own release, and left the hospital, as 
per the following: 





“<*This is to certify that I, Henry Savidge, am leaving the hospital against the 
advice and counsel of the physician in charge, and in doing so I assum l respon- 
sibility of the act and exonerate the hospital and its phvsicians from any and all 





responsibility for any evil consequences resulting therefron 
“On January 8, 1945, patient was again admitted in congestive heart failure; 
also a diffuse lobular pneumonia. With treatment, inclu i 
showed some improvement, but suddenly passed away January 28, 1945. 
“History of present illness: ‘Began 5 [2] vears ago after automobile accidet 
Patient is either unwilling or unable to cooperate. Answers questions with 
“No” or fails to answer. Very difficult to obtair = 
The death certificate contains the following notations 


j j f 


anv complete history 


“Immediate cause of death: Bronchopneumonia, due to cardia i arterio 
sclerotic heart. Other conditions: Disease.” 

Mr. Savidge was 65 years of age at the time of his injury and a lawyer 
profession. With reference to the loss of earnings sustained by Mr. Savidge as a 
result of his injury in this accident, [. G. Gordon Forster, of the firm of Forster & 
Baldi, attorneys at law, 502 Liberty Trust Building, Philadelphia, Pa., on May 27, 


1946, made the following statement: 
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“Henry W. Savidge was connected with this office the latter years of his life 
in the practice of law. While he was not associated with or a member of this 
firm, he conducted such business as he had in Philadelphia from this office. 

“T was in a position to be very well informed concerning his affairs and I can 
say conservatively that prior to the accident which I believe resulted in his death, 
he was earning between $4,000 to $5,000 a year. That at the time of Mis death 
and for a year prior théreto, while he was not able to actively practice law, he 
by way of masterships received an income of approximately $2,500 a year.”’ 

It would, therefore, appear that Mr. Savidge, by reason of his injury in this 
accident, sustained a loss of earnings during the 2 years immediately prior to his 
death in an amount between $1,500 and $2,500 a vear 

It appears that Mr. Savidge’s only dependent was his wife, Mrs. Eleanor K. 
Savidge, 42 Central Avenue, Salamanca, N. Y., whose age at the time of the 
accident was 58 years and who was wholly dependent upon him for her support. 
The records of the Department of the Army Co not disclose whether Mr. Savidge 
left any children surviving. It further appears that after his death Mrs. F. L. 
(Corrine) Dobson, a sister, Downington, Pa., was appointed administratrix of 
his estate. 

For the treatment of bis injuries at the Hahnemann Hospital from December 
28, 1942, to January 6, 1943, Mr. Savidge incurred hospital expenses in the 
amount of $90. The Department of the Army has no record of the medical 
expenses incurred at that time. For the treatment of Mr. Savidge at the Hahne- 
mann Hospital during his last illness, from January 8, 1945, until his death on 
January 28, 1945, it appears that hospital expenses were incurred in the amount 
of $102. The Department has no record of any medical expenses incurred during 
such illness. It appears that expenses were incurred in connection with the burial 
of Mr. Savidge in the aggregate amount of $330. The Department has been 
informed that the medical, hospital, and burial expenses incurred as a result of 
the illness and death of Mr. Savidge were taken care of by his two sisters, Mrs. 
F. L. Dobson. Downington, Pa., and Mrs. Robert Woodcock, 2140 North Second 
Street, Harrisburg, Pa 

The evidence fairly establishes that the accident which occurred on December 
28, 1942, and the resulting injuries sustained by Mr. Savidge were not caused by 
any fault or negligence on his part, but were caused solely by the negligence of the 
driver of the Army vehicle involved in said accident in failing to maintain a 
proper lookout for pedestrians, who might reasonably have been expected to be 
crossing the street at the point in question, and in failing to keep his vehicle under 
such control as would have enabled him to avoid striking the decedent when he 
saw him in the street ahead of the Army car. Because of the darkness and heavy 
rain, resulting in limited visibility, the Army driver was under a duty to exercise 
more than ordinary care in the operation of his vehicle. The Department of the 
Army, therefore, believes that the estate of Mr. Savidge should be compensated 
in a reasonable amount for the personal injuries and pain and suffering sustained 
by him on account of this accident, as well as for the medical and hospital expenses 
incurred and loss of earnings sustained as the result of his injury. In view, how- 
ever, of the fact that it is not established that the death of Mr. Savidge, occurring 
from bronchopneumonia and cardiac failure more than 2 vears after the accident 
of December 28, 1942, may be attributed to the personal injuries sustained by him 
in said accident, it is believed that this bill should be so amended as to compensate 
the estate of the deceased for such injuries and the pain and suffering sustained by 
him, as well as for the monetary losses resulting directly therefrom, rather than to 
provide compensation on account of his death as proposed in the bill. Considering 
the amount of earnings lost by Mr. Savidge during the period of 2 years inter- 
vening between his injury and death, which may reasonably be estimated at 
$4,000, the hospital expenses incurred by him for the treatment of his injuries, his 
personal injuries as such, and the pain and suffering incident thereto, the proposed 
award of $5,000 stated in H. R. 2135 appears to be fair and reasonable. 

It is, therefore, recommended that the title and text of the bill be amended to 
read as follows: 


“A BILL For the relief of the estate of Henry W. Savidge, deceased 


‘Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to the estate of Henry W. Savidge, deceased, of Phila- 
delphia, Pennsylvania, the sum of $5,000, in full settlement of all claims of said 
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estate against the United States for personal injuries, pain and suffering, and loss 
of earnings sustained and medical and hospital expenses incurred by the said 
Henry W. Savidge as a result of his having been struck on December 28, 1492, 
by an Army vehicle in Philadelphia, Pennsylvania: Provided, That no part of the 
amount appropriated in this Act in excess of 10 percentum thereof shall be paid 
or delivered to or received by any agent or attorney on account of services ren- 
dered in connection with this claim, and the same shall be unlawful, any contract 
to the contrary notwithstanding. Any person violating the provisions of this 
Act shall be deemed guilty of a misdemeanor and upon conviction thereof shall 
be fined in any sum not exceeding $1,000.” 

The estate of Mr. Savidge has no remedy under the Federal Tort Claims Act 
of August 2, 1946 (60 Stat. 842: 28 U.S. C. 921), since the accident out of which 
the claim arose occurred prior to January 1, 1945. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, / 
KENNETH C. ROYALL, 
Secretary of the Army. 


O 
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APRIL 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary 


iciary, submitted 
the following 


REPORT 
[To accompany H. Con. Res. 62] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. Con. Res. 62), which provides that the Congress favors the 
granting of the status of permanent residence to certain aliens, having 


considered the same, reports favorably thereon without amendment 
and recommends that the resolution do pass 


PURPOSE OF THE CONCURRENT RESOLUTION 

The concurrent resolution states that the Congress favors the grant- 
ing of the status of permanent residence in the cases of certain aliens, 
named in the concurrent resolution, who are embraced as displaced 
persons under the provisions of section 4 of the Displaced Persons 
Act of 1948, as amended by Public Law 555, Eighty-first Congress 


STATEMENT OF FACTS 

Section 4 of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, provides for adjustment of the 
immigration status in the cases of certain aliens who establish that 
they lawfully entered the United States as nonimmigrants under sec- 
tion 3 or as nonquota immigrant students under subsection (e) of 
section 4 of the Immigration Act of May 26, 1924, as amended. The 
act wep hem that if the Attorney General shall, upon consideration of 
all the facts and circumstances of each case, 


determine that the alien 
has been of good moral character for the preceding 5 years and that 
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such alien is qualified under the provisions of said section 4 of the 
Displaced Persons Act of 1948, as amended by Public Law 555, 
Eighty-first Congress, the Attorney General shall report to the Con- 
gress all of the pertinent facts in the case. If during the session of 
the Congress at which a case is reported or prior to the end of the 
session of the Congress next following the session at which a case is 
reported, the Congress passes a concurrent resolution stating in sub- 
stance that it favors the granting of the status of permanent residence 
to such alien, the Attorney General is authorized, upon receipt of a 
fee of $18, to record the admission of the alien for permanent residence 
as of the date of the alien’s last entry into the United States. If prior 
to the end of the session of the Congress next following the session at 
which a case is reported, the Congress does not pass such resolution, 
the Attorney General is required to deport such alien. The act further 
provides that the number of displaced persons who shall thus be 
granted the status of permanent residence shall not exceed 15,000. 
Upon the grant of status of permanent residence to an alien pursuant 
to said section 4, of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, the Secretary of State shall, if 
the alien was a quota immigrant at the time of entry, reduce by one 
the immigration quota of the country of the alien’s nationality as 
defined in section 12 of the Immigration Act of May 26, 1924, for 
the fiscal year then current or the next succeeding fiscal year in which 
a quota number is available, except that such quota deductions shall 
be made within certain limitations. 

Included in the concurrent resolution (H. Con. Res. 62) are 212 
sases. One hundred and four of these cases were among 109 cases 
referred to the Congress on March 31, 1950; of the 109 cases referred 
on March 31, 1950, one case has previously been approved by the 
Congress and four cases are currently being held for further investi- 
gation. 

Thirty-five of the 212 cases included in the resolution were among 
36 cases referred to the Congress on April 14, 1950; of the 36 cases 
referred on April 14, 1950, one case has previously been approved by 
the Congress. 

Fifty-five of the 212 cases included in the resolution were among 56 
cases referred to the Congress on May 1, 1950; of the 56 cases referred 
on May 1, 1950, one case has previously been approved by the 
Congress. 

Eleven of the 212 cases included in the resolution were among 13 
cases referred to the Congress on June 1, 1950; of the 13 cases referred 
on June 1, 1950; two cases have been previously approved by the 
Congress. 

Of the 212 cases on this resolution, 3 cases were referred on June 15, 
1950; 1 case on July 3, 1950; 1 case on July 17, 1950; 1 case on Decem- 
ber 1, 1950; and 1 case on December 15, 1950. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (H. Con. Res. 62), recommends 
that the concurrent resolution do pass. 


O 
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CERTAIN CASES IN WHICH THE ATTORNEY GENERAL 
HAD SUSPENDED DEPORTATION 


Apri 17, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany S. Con. Res. 26] 


The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 26 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a@ permanent resident. 





DEPORTATION CASES SUSPENDED 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 165 cases. Forty-nine 
cases of the 165 cases included in the concurrent resolution were 
among 55 cases referred to the Congress on February 1, 1951. Two 
cases of the 55 cases referred to the Congress on February 1, 1951, 
have been approved by the committee and 4 cases of the 55 cases 
referred to the Congress on February 1, 1951, have been held for further 
study and investigation. One hundred and sixteen cases of the 165 
cases included in the concurrent resolution were among 127 cases 
referred to the Congress on February 15, 1951, and 11 cases of the 
127 cases referred to the Congress on February 15, 1951, have been 
held for further study and investigation. 

In each case which is recommended for approval a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 


referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment. 
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LIMITING THE OPERATION OF SECTIONS 281, 283, OR 284 
OF TITLE 18 OF THE UNITED STATES CODE 


Aprit 17, 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany 8. 630] 


The Committee on the Judiciary, to which was referred the bill 
(S. 630) to suspend until December 31, 1952, the application of certain 
Federal laws with respect to an attorney employed by the Senate 
Committee on Labor and Public Welfare, having considered the same, 
reports favorably thereon, with amendments, and recommends that 
the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 3, strike out the words “fone person’’, and insert 
in lieu thereof “Ray R. Murdock”’. 

2. On page 2, line 5, after the word “matter’’, insert ‘‘now pending 
in court and”’. 


STATEMENT 


The purpose of the proposed legislation is to permit the Committee 
on Labor and Public Welfare or any duly authorized subcommittee 
thereof to employ a certain attorney, named in the bill, without 
regard to those provisions of law which prohibit the employment of 
persons who are prosecuting claims against the Government. 

Legislative relief for such situations has been granted occasionally 
in the past on the theory that occasional exemptions from the opera- 
tion of the law are necessary in order to induce competent professional 
men to accept important assignments in Congress for which they are 
eminently and peculiarly qualified. 

According to a letter, set forth below, from the chairman of the 
Senate Committee on Labor and Public Welfare, the attorney for 

* 
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whom the exemption is sought became counsel to the Subcommittee 
on Labor-Management Relations pursuant to a waiver granted under 
Senate Joint Resolution 180 of the Eighty-first Congress, on July 13, 
1950, which waiver suspended the operation of the above referred to 
provisions of law until December 31, 1950. The work of this sub- 
committee is continuing and further employment of the subcommittee 
counsel is desired, both by the subcommittee and the full committee. 
Your committee is satisfied that the particular exemption re- 
uested in the bill is justified and there is ample reason for reporting 
the bill favorably. 


JANUARY 26, 1951. 
The Honorable Par McCarran, 


United States Senate, Washington 25, D. C. 


Dear SenaToR McCarran: As you know, during the Eighty-first Congress, 
I was chairman of the Senate Subcommittee on Labor-Managemént Relations 
which was directed by Senate Resolution 140 to conduct extensive investigations 
on the state of labor-management relations throughout American industry. In 
June 1950, the counsel to the subcommittee, Mr. Thomas M. Cooley II, resigned. 

The subcommittee had learned that it was extremely difficult to find a com- 
petent lawyer familiar with and experienced in labor-relations law who had not 
been retained either by labor or management, and who could therefore serve the 
subcommittee objectively. Finally we found such an attorney, Mr. Ray R. 
Murdock, of the District of Columbia bar, with whom you are acquainted. How- 
ever, the large part of Mr. Murdock’s private practice involved claims against the 
United States Government, and he was therefore ineligible to serve the subcom- 
mittee under the provisions of sections 281, 282, and 284 of title 18, United States 
Code. Senator Thomas of Utah, chairman of the Senate Committee on Labor 
and Public Welfare, therefore introduced Senate Joint Resolution 180, to suspend 
until December 31, 1950, the application of the aforesaid sections to the sub- 
committee’s counsel, and that resolution was of course referred to your com- 
mittee. I called the whole matter to your attention in a letter dated June 19, 
1950. You and your committee were very cooperative and promptly reported 
out the resolution. You will recall that it passed both Houses and was approved 
by the President. 

Mr. Murdock became counsel to the subcommittee on July 13, 1950. Since 
that date the subcommittee has completed a tremendous amount of work. It has 
thoroughly investigated labor relations in the Bell Telephone System, the east 
coast oil tanker industry, the southern textile industry, and in other involved 
fields too numerous to mention. Exhaustive hearings have been held, and reports 
of vital importance to the Committee on Labor and Public Welfare, and Congress, 
have been prepared and filed. 

It is unanimously agreed by all members of the subcommittee, and by every- 
one who is familiar with the work of the subcommittee, that Mr. Murdock has 
done an outstanding job, and has rendered invaluable service to the Senate. I 
have personally observed that all members of the staff have worked with unusual 
zeal and conscientiousness under Mr. Murdock’s supervision. 

The Senate Committee on Labor and Public Welfare will, of course, continue 
its studies of labor-management relations. These problems, as you well know, 
take on added significance in view of the tension of the international situation. 
The committee feels, therefore, that Mr. Murdock ought to be retained as counsel, 
and unanimously instructed me to introduce and sponsor legislation which would 
again suspend the application of the aforesaid sections to Mr. Murdock. I believe 
you will agree that it seldom occurs that all members of a committee are so well 
satisfied with the services of a professional employee. 

Mr. Murdock’s private practice is not in any way related to or affected by our 
investigations. While employed by the subcommittee, Mr. Murdock and his 
firm (Seegmiller and Murdock) will of course be guided by ethical principles 
relating to the nonacceptance of cases about which he may have gained special 
information as a result of his work with the subcommittee. 

In accordance with the instructions of my committee, I have introduced the bill 
8S. 630, which has been referred to your committee. It is identical in language 
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and effect with Senate Joint Resolution 180 of the last Congress, and would sus- 
nd the operation of the aforesaid sections to December 31,1952. Iam instructed 
y the committee to advise you that they all favor prompt passage of this bill, 
and regard the matter as an urgent one. 
For your convenience I am enclosing a copy of my bill S. 630 and a copy of the 
report which accompanied Senate Joint Resolution 180. 


Your usual effective cooperation will be greatly appreciated by the Committee 
on Labor and Public Welfare. 


Sincerely 
. James E. Murray, 
United States Senator. 
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LIMITING THE OPERATION OF SECTIONS 281, 283, OR 284 
OF TITLE 18 OF THE UNITED STATES CODE 


Apri 17, 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 630] 


The Committee on the Judiciary, to which was referred the bill 
(S. 630) to suspend until December 31, 1952, the application of certain 
Federal laws with respect to an attorney employed by the Senate 
Committee on Labor and Public Welfare, having considered the same, 
reports favorably thereon, with amendments, and recommends that 
the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 3, strike out the words ‘‘one person’’, and insert 
in lieu thereof ‘‘Ray R. Murdock” 

2. On page 2, line 5, after the word “matter’’, insert ‘now pending 
in court and”’. 


STATEMENT 


The purpose of the proposed legislation is to permit the Committee 
on Labor and Public Welfare or any duly authorized subcommittee 
thereof to employ a certain attorney, named in the bill, without 
regard to those provisions of law which prohibit the employment of 
persons who are prosecuting claims against the Government. 

Legislative relief for such situations has been granted occasionally 
in the past on the theory that occasional exemptions from the opera- 
tion of the law are necessary in order to induce competent professional 
men to accept important assignments in Congress for which they are 
eminently and peculiarly qualified. 

According to a letter, set forth below, from the chairman of the 
Senate Committee on Labor and Public Welfare, the attorney for 
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whom the exemption is sought became counsel to the Subcommittee 
on Labor-Management Relations pursuant to a waiver granted under 
Senate Joint Resolution 180 of the Eighty-first Congress, on July 13, 
1950, which waiver suspended the operation of the above referred to 
provisions of law until December 31, 1950. The work of this sub- 
committee is continuing and further employment of the subcommittee 
counsel is desired, both by the subcommittee and the full committee. 

Your subcommittee is satisfied that the particular exemption re- 
quested in the bill is justified and there is ample reason for reporting 
the bill favorably. 


JANUARY 26, 1951. 
The Honorable Par McCarran, ? 


United States Senate, Washington 25, D. C. 


Dear Senator McCarran: As you know, during the Eighty-first Congress, 
I was chairman of the Senate Subcommittee on Labor-Management Relations 
which was directed by Senate Resolution 140 to conduct extensive investigations 
on the state of labor-management relations throughout American industry. In 
June 1950, the counsel to the subcommittee, Mr. Thomas M. Cooley II, resigned. 

The subcommittee had learned that it was extremely difficult to find a com+ 
petent lawyer familiar with and experienced in labor-relations law who had not 
been retained either by labor or management, and who could therefore serve the 
subcommittee objectively. Finally we found such an attorney, Mr. Ray R. 
Murdock, of the District of Columbia bar, with whom you are acquainted. How- 
ever, the large part of Mr. Murdock’s private practice involved claims against the 
United States Government, and he was therefore ineligible to serve the subcom- 
mittee under the provisions of sections 281, 282, and 284 of title 18, United States 
Code. Senator Thomas of Utah, chairman of the Senate Committee on Labor 
and Public Welfare, therefore introduced Senate Joint Resolution 180, to suspend 
until December 31, 1950, the application of the aforesaid sections to the sub- 
committee’s counsel, and that resolution was of course referred to your com- 
mittee. I called the whole matter to your attention in a letter dated June 19, 
1950. You and your committee were very cooperative and promptly reported 
out the resolution. You will recall that it passed both Houses and was approved 
by the President. 

Mr. Murdock became counsel to the subcommittee on July 13, 1950. Since 
that date the subcommittee has completed a tremendous amovnt of work. It has 
thoroughly investigated labor relations in the Bell Telephone System, the east 
coast oil tanker industry, the southern textile industry, and in other involved 
fields too numerous to mention. Exhaustive hearings have been held, and reports 
of vital importance to the Committee on Labor and Public Welfare, and Congress, 
have been prepared and filed. 

It is unanimously agreed by all members of the subcommittee, and by every- 
one who is familiar with the work of the subcommittee, that Mr. Murdock has 
done an outstanding job, and has rendered invaluable service to the Senate. I 
have personally observed that all members of the staff have worked with unusual 
zeal and conscientiousness under Mr. Murdock’s supervision. 

The Senate Committee on Labor and Public Welfare will, of course, continue 
its studies of labor-management relations. These problems, as you well know, 
take on added significance in view of the tension of the international situation. 
The committee feels, therefore, that Mr. Murdock ought to be retained as counsel, 
and unanimously instructed me to introduce and sponsor legislation which would 
again suspend the application of the aforesaid sections to Mr. Murdock. I believe 
you will agree that it seldom occurs that all members of a committee are so well 
satisfied with the services of a professional employee 

Mr. Murdock’s private practice is not in any way related ‘to or affected by our 
investigations. While employed by the subcommittee, Mr. Murdock and his 
firm (Seegmiller and Murdock) will of course be guided by ethical principles 
relating to the nonacceptance of cases about which he may have gained special 
information as a result of his work with the subcommittee. 

In accordance with the instructions of my committee, I have introduced the bill 
S. 630, which has been referred to your committee. It is identical in language 
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and effect with Senate Joint Resolution 180 of the last Congress, and would sus- 
end the operation of the aforesaid sections to December 31,1952. I aminstructed 
y the committee to advise you that they all favor prompt passage of this bill, 
and regard the matter as an urgent one. 
For your convenience I am enclosing a copy of my bill 8. 630 and a copy of the 
report which accompanied Senate Joint Resolution 180. 
Your usual effective cooperation will be greatly appreciated by the Committee 
on Labor and Public Welfare. 
Sincerely, 
James E. Murray, 
United States Senator. 


O 
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PROVIDING FOR CONTINUATION OF AUTHORITY 
FOR REGULATION OF EXPORTS 


APRIL 23 (legislative dav, Aprit 17), 1951.—Ordere 


Maypank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. J. Res. 50} 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 50) to provide for continuation of 
authority for regulation of exports, having considered the same, 
report favorably thereon without amendment and recommend that 
the joint resolution do pass. 


GENERAL STATEMENT 


On March 12, 1951, the chairman of your committee introduced 
Senate Joint Resolution 50 providing for extension for a 2-vear period 
of the Export Control Act of 1949 (Public Law 11, 8ist Cong.), subject 
to earlier termination by the President or by the Congress through a 
concurrent resolution. The present law will « xpire on June 30, 1953 
That is the only change the joint resolution makes in the existing law, 
which was enacted after thorough he arings before your committee In 
January and February of 1949. 

Out of those hearings came legislation which is still fundamentally 
valid today. It granted broad power to the President to prohibit or 
curtail exportation from the United States, its Territories and posses- 
sions, of any articles, materia!s, or supplies in line with the declaration 
of policy set forth in the : Under that policy export controls are 
to be used as necessary: (1) To protect the domestic economy from 
the excessive drain of scarce veaeniile and to reduce the inflationary 
impact of abnormal foreign demand; (2) to further the foreign policy 
of the United States and aid in fulfilling its international responsi- 
bilities; and (3) to scrutinize exports from the standpoint of their 
significance to the national security. 

‘Tt appears obvious that the need for export control authority in 
order to carry out all phases of that policy is greatly enhanced during 

* 
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a period of uncertain international relations such as this Nation is now 
experiencing. This assumption is strengthened by the fact that no 
opposition to the extension of this legislation has come to the attention 
of your committee. While differences of opinion may have existed as 
to administration of the Export Control Act of 1949 in some instances, 
they did not involve the sufficiency of the statute. 

The legislation authorizes the President to delegate the powers 
conferred upon him under the act to such Government departments, 
agencies, or Officials as he deems appropriate. However, during any 
period in which the Secretary of Agriculture finds the supply of any 
agricultural commodity exceeds the requirements of the domestic 
economy, export controls are not to be applied under the law except 
to the extent required to carry out United States foreign policy, 
international responsibilities, or national security. While this par- 
ticular provision will probable come into play on fewer occasions 
during a time when agricultural surpluses have turned into shortages, 
it represents a sound safeguard to insure proper treatment of agricul- 
tural commodities in long supply and should therefore remain in the 
statute. 

The existing law contains appropriate provisions to achieve coor- 
dination among executive departments and agencies in the execution 
of the law. 

It also carries a penal provision subjecting convicted violators of the 
act or any regulation, order, or license issued thereunder * a fine of 
not more than $10,000 or imprisonment for not more than 1 year, or 
both. Ample investigatory powers are given to snapies ative 
officers by the statute to enforce the act. It also prohibits publication 
or disclosure of confidential information unless the administering 
official determines such course of action to be contrary to the national 
interest. Quarterly reports are required by the statute to be sub- 
mitted to the President and the Congress within 45 days after the 
close of each quarter. 

Enactment of the joint resolution extending the life of the Export 
Control Act of 1949 until June 30, 1953, is advocated by the Secretary 
of Commerce and the Director of Defense Mobilization, as shown by 
the following letters: 


THE SECRETARY OF COMMERCE, 
Washington, April 18, 1951. 
Hon. Burner R. MayBank, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Mr. CHarrMAN: This is to advise you of my views regarding Senate Joint 
Resolution 50, which you recently introduced and which is now being studied 
by your committee. 

The present law which authorizes control over exports, Public Law 11, EFighty- 
first Congress, expires June 30, 1951. Senate Joint Resolution 50 would extend 
such authority until June 30, 1953, and is identical with House Joint Resolution 
197, which passed the House of Representatives on April 17. 

We are authorized, under present law, to control exports to the extent necessary 
to protect the domestic economy from excessive drain of scarce commodities, to 

safeguard the national security by regulating exporis of strategic commodities, 
and to further United States foreign policy. This broad and flexible authority 
has made it possible for us to act quickly in meeting new situations as they arose 
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since early 1949 when we were last before your committee. At that time, we 
were still faced with shortages of some raw materials and finished products, but 
economic developments during 1949 brought generally ample supplies. As a 
result, by the end of that year we were able to make a sharp reduction in the 
number of commodities controlled for supply reasons. 

The outbreak of armed conflict in Korea, however, once again brought into the 
foreground the need of export controls for such reasons. Accelerated military 
procurement for current use and for stockpile has increased the demand for many 
materials. Export demand has also risen as some foreign governments released 
previously held dollars in order to procure materials for which shortages were 
anticipated. It has become necessary, therefore, to control exports of certain 
short-supply commodities in order to protect the domestic economy against an 
undue export drain, and to help preserve adequate supplies for 
program. 

With the assistance of our interdepartmental and trade advisory committees, 
we are reviewing the supply position of all basic commodities. Most steel-mill 
products and iron and steel manufactures have already been added to the positive 
list, as well as copper, aluminum, brass and bronze, lead, nickel, zine, iron and 
steel scrap, and hides and skins. At the request of the Secretary of Agriculture, 
cotton, sugar, and inedible molasses have also been added to the positive 
As you know, the National Production Authority was established within t} 
Department of Commerce in September 1950, to administer the priority, alloca- 
tion, and inventory controls and other provisions of the Defense Production Act 
delegated to the Department by the President. In the export field, the NPA is 
also serving as a member of the interagency committee which advises me on 
export controls, and is making available for use in export determinations 
analyses of the domestic supply requirements position of various materials. 

For security reasons, exports to the Soviet Union and its satellites in Easter 
Europe have been under regulation since early in 1948. This has beer 
both by outright embargo on exports of strategic goods and by severe quantitat 


limitations on other goods so as to eliminate any contribution to their military 


the military 
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strength. In the absence of improvement in our relations with these countries, 
we have continued such controls during the past 2 years and we have extended 
them to certain other areas to guard against transshipments. We are now, as a 
matter of fact, screening exports of all commodities to the Soviet bloc, whether 
strategic or not, and we have also placed strict controls over shipments of foreign- 
origin goods which enter United States ports or pass through any area of United 
States jurisdiction en route to those destinations. 

Critical and strategic materials likewise began to be withheld from China under 
licensing policies which we instituted early in 1949. Even before the start of the 
Korean War, we stopped issuing licenses for any amounts whatsoever of strategic 
goods destined for Communist China. Also, exports of strategic goods to Hong 
Kong and Macao were severely limited to local needs because these ports might 
have been used as transshipment points. With the active intervention in Korea 
by Communist Chinese forces, even more stringent action was taken. No goods, 
strategic or nonstrategic, can now be shipped to mainland China, Hong Kong, or 
Macao without specific authorization from the Department of Commerce. Since 
this policy was announced, no licenses to China have been granted and the current 
policy on exports to Hong Kong is to permit only such minimum shipments as 
are necessary to maintain its essential economy. 

From the foregoing, I believe you’ will recognize that export controls are being 
used as an integral part of the defense mobilization program. In my judgment, 
they will certainly be necessary to safeguard our supply position for some time 
after present production goals are achieved. Moreover, while we continue to 
hope that national-security considerations will some day become less important 
there would seem to be no basis for assuming that we will be able in the next few 
years to relax our controls on strategic exports. 

Under the circumstances, I strongly urge the enactment of Senate Joint Reso- 
lution 50. 

Sincerely yours, 


r 


CHARLES SAWYER, 


Secretary of Comme 
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EXECUTIVE OFFICE OF THE PRESIDENT, 

OrriceE OF DEFENSE MOBILIZATION, 
Washington, D. C., April 18, 1951. 

Hon. Burner R. MayBAnk, 


Chairman, Banking and Currency Committee, 
United States Senate, Washington, D. C. 

My Dear Mr. Mayspank: In view of the importance to the mobilization 
program of Senate Joint Resolution 50, which you recently introduced and which 
is now being studied by your committee, I desire to take this opportunity to 
express my views regarding it. The Export Control Act, which provides authority 
for the exercise of export controls, terminates June 30, 1951. This bill, if enacted, 
would extend the act until June 30, 1953. 

As you know, at the same time that we are striving to meet our own production 
schedules, we are making every effort to strengthen the nations of the free world. 
To do this successfully, we must carefully control the flow of goods leaving this 
country. Export of goods in short supply must be restricted and must be 
channeled to the particular destinations most advantageous to our cooperative 
defense effort. Export controls provide the mechanism through which these 
objectives can be accomplished. Furthermore, these controls are utilized to 
prevent strategic materials from reaching the hands of unfriendly nations. 

Because of the obvious necessity for such a control system at this time, I urge 
the enactment of Senate Joint Resolution 50. 

Sincerely, 
CHARLES E. WILSON. 

The Secretary of Commerce adopted a similar position in the course 
of testimony recently given at hearings on a companion resolution, 
House Joint Resolution 197, held before the House of Representatives 
Committee on Banking and Currency. 

A 2-year extension of the act will, in the absence of further action 
on the matter by the President or the Congress, make it effective 
throughout the Eighty-second Congress and will give the first session 
of the Eighty-third Congress sufficient time within which to re- 
examine the legislation in order to determine whether or not it need 
be continued after June 30, 1953. 

This jomt resolution will provide one more arrow in the quiver of 
legislative aids designed to make America strong. Your committee 
unanimously recommends its immediate passage. 


O 





"H. 





oR DO De 


fr) 
~ 


VICH. 


Gh 


, 


i 


BS Calendar No.232 


82p°CoNGRESS SENATE f Report 
IstSession } No. 253 


———————— 


PROVIDING FOR CONTINUATION OF AUTHORITY 
FOR REGULATION OF EXPORTS 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. Maysank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany 8. J. Res. 50] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 50) to provide for continuation of 
authority for regulation of exports, having considered the same, 
report favorably thereon without amendment and recommend that 
the joint resolution do pass. 
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JAN JOSEF WIECKOWSKI AND HIS WIFE AND DAUGHTER 


APRIL 23 (legislative day, Aprin 17), 1951.—Ordered to b 


McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
[To accompany 8. 1229] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1229) for the relief of Jan Josef Wieckowski and his wife and 
daughter, having considered the same, reports favorably. thereon 
with an amendment in the nature of a substitute and recommend 
that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturaiization 
Wieckowski, his wife, Irena, and daughter, Maria, shall be hel 
to have been lawfully admitted to the United States for perma I j 
of the date of the enactment of this Act, upon payment of the required 
fees and head taxes. Upon the granting of permanent residence to such ali 
as provided for in this Act, the Secretary of State shail instruct the proper quota- 
control officer to deduct the required numbers from the appropriate quota for 
the first vear that such quota is available. 


PURPOSE OF THE BILL 


The bill, as amended, grants the status of permanent residence in 
the United States to a husband, wife, and daughter who were tem- 
porarily admitted into the United States on September 13, 1948, 
upon payment of the required head taxes and visa fees. The bill 
also provides for appropriate quota deductions. 
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STATEMENT OF FACTS 


A letter dated May 25, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 2488, which was a bill introduced in the Eighty- 
first Congress with reference to the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, May 25, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2488) for the relief of Jan Josef 
Wieckowski and his wife and daughter. 

The bill would provide that Jan Jozef Wieckowski, his wife, Irena, and daughter, 
Maria, shall be considered to have been lawfully admitted into the United States 
for permanent residence as of September 13, 1948, upon payment of the required 
head taxes and visa fees. It would also direct the Secretary of State to instruct 
the quota-control officer to deduct three numbers from the nonpreference category 
of the appropriate immigration quota or quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Jan Josef (spelled Jozef in the bill) Wieckowski and Irena Wieckow- 
ski, husband and wife, who claim that they are stateless at the present time, are 
natives of Poland, having been born, respectively, in Warsaw on July 25, 1923, 
and Poznan, Poland, on November 13, 1923. Their daughter, Maria Alice, is a 
native of England, having been born in London on April 3, 1947. Coming from 
London, England, they entered the United States at the port of New York on 
September 13, 1948, when Mr. and Mrs. Wieckowski were admitted as students 
until June 15, 1949, under section 4 (e) of the Immigration Act of 1924, and their 
child was admitted as a temporary visitor until March 12, 1949, under section 
3 (2) of the Immigration Act of 1924. An extension of their stay in the United 
States was granted until August 1, 1950, as a result of evidence submitted by them 
that they will be issued visas by the British Government permitting them to 
return to England in 1950, upon the completion of their studies. 

The files further reflect that Mr. Wieckowski stated that while he was serving 
in the Polish underground army as a second lieutenant during World War II, 
the Germans captured and held him a prisoner of war until he was liberated by the 
British troops in May of 1945. He then went to Paris, France, where he reported 
to the Polish military authorities. While there he and Irena Milko, who was a 
Polish refugee, were married in 1946. Subsequently he was transferred to 
England and assigned to the Polish General Staff in London, remaining there until 
he came to the United States. According to him, his father, who was an engineer 
and architect, died in Warsaw, Poland, in 1948, and his mother, who had been 
employed for a number of years in the Polish National Library at Warsaw, main- 
tains her home in that city, but spends the greater part of her time at Lodz, 
Poland, where she is presently head librarian of the Lodz University Library. 
Mrs. Wieckowski stated that she was formerly a citizen of Poland and was an 
officer in the Polish Home Army but that she left that country in 1945 for Paris, 
France. Her father, who was in business in Warsaw, died in 1948, and her mother 
is presently residing there, where she has been employed for the past 2 vears as a 
proofreader in the office of the Polish teachers organization. Both aliens claim 
that they have not been members of any political organizations. 

According to their statements, they had made application through the Polish 
Combatants Association, London, England, for scholarships in the United States, 
and were granted two tuition scholarships by the John B. Stetson University, 
De Land, Fla. Mr. Wieckowski stated that their passage was paid by the British 
Government as part of his war compensation, and that, when they came to this 
country, it was their intention to return to England after completion of their 
studies. They have obtained employment in the university library where they are 
presently earning a combined salary of about $150 per month. 

The quota of Poland, to which Mr. and Mrs. Wieckowski and their minor 
daughter are chargeable, is oversubscribed for a number of years and quota im- 
migration visas are not readily obtainable. The record in their case, however, 
presents no facts which would warrant the enactment of special legislation grant- 
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ing them a preference over others in their country who also desire to obtain the 

economic and other benefits of permanent residence in the United States but who, 

nevertheless, are required to remain abroad and await the issuance of immigration 

visas. To enact the proposed legislation would encourage others similarly 
situated to seek exemption from the general immigration laws of this country. 

Accordingly, the Department of Justice is unable to recommend enactment of 

this bill. 
Yours sincerely, 

PreyYTON Forp, 

The Assistant to the Attorney General 


The files of the Senate Committee on the Judiciary contain addi- 
tional information in the form of memoranda and letters, among which 


are the following: 
MEMORANDUM 


AUTOBIOGRAPHICAL SKETCH JAN JOZEF WIECKOWSKI, WIFE IRENA, DAUGHTER 
MARIA ALICE 


(Address: Box 400, Stetson University, De Land, Fla.) 


I was born in Warsaw (Poland) on July 25, 1923. My father, Alexander 
Wieckowski, was an architect and worked also with the Polish Ministry of War. 
My mother, Helena Wieckowski (Ph. D.) was one of the assistant directors of the 
Polish National Library in Warsaw. 

In 1929 I entered the primary school (Mazowiecka Primary School) in Warsaw, 
and in 1935, the high school (Mazowiecka High School). I was graduated from 
the high school in 1941 after 2 years of secret studies. In 1941 I was enrolled at 
the Principal School of Commerce in Warsaw and, in 1944, completed six semesters 
of studies. 

During the German invasion in 1939 I joined voluntarily the Polish Army and 
after defeat, finally caused by the Russian aggression, | remained in the Polish 
Underground Army. From 1941 I was attached to the HQ Polish underground 
forces in a sabotage and diversion unit and took part in numerous actions against 
the enemy. I was commissioned as a second lieutenant in 1944 and was in charge 
of an army unit during the Warsaw uprising of August-September 1944. After 
the collapse of Warsaw I was taken by Germans to the prisoners’ camp at Bergen- 
Belsen (Northwestern Germany). Evacuated in January 1945 to the east, I 
took part in the “death march’ (700 miles) and was finally liberated by the 
British troops on May 2, 1945, in Liitbeck. Immediately after liberation, diregard- 
ing offers made by Communist repatriation officers, [ went to Paris to report to 
the Polish Military Mission (connected with the Polish Government in London). 
On July 1, 1945, I was transferred to Edinburgh (Scotland) and attached to the 
HQ First Polish Army Corps, welfare department. 

In September 1945 my wife managed to escape from Poland and reached 
American Zone in Germany. Born in Poznan on November 13, 1923, my wife 
was graduated from the high school in 1941. From 1940 she was active in the 
Polish Underground Army and was commissioned as a second lieutenant in 1944. 
Caught by Germans after the collapse of the Warsaw uprising she managed to 
flee and hid in southern Poland. After the “liberation’”’ of Poland by Red Army 
my wife went to Warsaw, where she continued her underground activities, this 
time against the new aggressors: Red Army and Communists. Threatened by 
the Polish U. B. and Russian N. K. V. D. she fled to Germany. Four months 
later her immediate associates were sentenced to death and executed in January 
1946 ((among others, Count Grocholski, Jan Buezek, etc.). We were married in 
Paris in May 1946. 

In fall 1945 the Communist administration of Poland approached all Polish 
soldiers from abroad in order to convince them to return home. We refused to 
return, and decided to remain in exile rather than to go to the Russian-occupied 
and Moscow-administered Poland. 

I was transferred in May 1946 to the Polish General Staff in London, and re- 
mained there until the time of my departure for the United States. While in 
London I was working closely with the Polish government in exile, and made 
anti-Communist speeches at several public meetings. In July 1946, I was elected 
Secretary General of the Polish ex-Home Army Veterans Association, an extremely 
anti-Communist organization. As secretary, I protested several times on official 
occasions, against the oppression of the Polish people by Russia. Among others 
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I signed the resolution demanding an immediate release from prison in Moscow 
of most prominent Polish underground leaders, arrested in March 1945 and sen- 
tenced on a mock trial in June 1945. I resigned the post of secretary general of 
this organization in July 1948, 2 months before leaving England. The Communist 
regime in Poland, after my failure to comply with its request to register in so- 
called Polish consulate in London, withdrew my citizenship. Thus I became 
stateless, 

In January 1948 I asked the Polish Combatants’ Association in London (20 
Queens Gate Terrace, 8. W. 7) to help me in order to find a place in the United 
States where I could complete my studies, interrupted by war. In June 1948 a 
reply came from John B. Stetson University, De Land, Fla. Both my wife and 
I were offered tuition scholarships at this university. 

After receiving necessary visas (under see. 4 (e) of the Immigration Act of 1924) 
rom the American consul in London, we left England on September 8, 1948, and 
arrived on September 13, 1948, at New York, N. Y. We brought with us our 
daughter, Maria Alice (born April 3, 1947). We arrived at De Land on September 
20, 1948, and started school at once. 

Being stateless, we received from the British Government so-called refugee 
travel documents which are regarded as passports. These documents expired in 
August 1949, in spite of our efforts to obtain from the British Government an 
extension. In April 1949, however, a group of people here, in De Land, became 
interested in our case and approached Senator Claude Pepper with the request 
that he find some way to help us. Senator Pepper introduced on August 25, 
1949, a private bill in the United States Senate (bill S. 2488). This bill, which 
is now pending before the Judiciary Committee of the Senate, if passed, means 
permanent residence for us in this country. 

While at Stetson University we both are working in the school and earn enough 
to live. Our daughter is enrolled at a nursery school. I was graduated from 
the school of business on June 5, 1950, and was already admitted to the graduate 
studies in the year 1950-51. 

Having no country of our own, we do not have any place in the world to go. 
Being stateless we cannot move freely from one country to another. We sincerely 
hope that Senator Pepper’s bill will be passed by the Congress in the nearest 
future and that we will be able to start new life on the free soil of the United 
States. 

Jan WIeECKOWSEI, 

De Lanp, June 24, 1950, 


List or PeopLe Witru Wuom I Was AssociaTEeD IN My WorkK In LONDON 


1. Lt. Gen. Wladyslaw Anders, commanding officer, Polish Army in Middle 
East and Italy 1941-44; commander in chief Polish armed forces 1944-45; 
now in exile, in England. 

2. Lt. Gen. Tadeusz Bor-Komorowski, commanding officer, Polish underground 
Army 1943-45; commander ip chief Polish armed forces 1945-47; Prime Minister 
(in exile) 1947-49; member of the Polish Political Council, 1950; now in exile, 
in England. 

3. Mr. Jozef Lipski, Polish Ambassador to Germany 1935-39; press officer of 
the Polish General Staff 1941-48; now in exile, in England. 

$+. Lt. Gen. Stanislaw Kopanski, commanding officer, Polish troops in North 
Africa, 1940-43: Chief of the Polish General Staff 1943-1948: now in exile, in 
England. 

5. Maj. Gen. Tadeusz Pelezynski, chief of Polish Army intelligence, 1937-39; 
chief of staff, Polish underground army, 1940—45; now in exile, in England. 

6. Maj. Gen. Tadeusz Malinowski, deputy chief of staff, Polish Army, 1935-40; 
director, army welfare department, 1940-48; now in exile, in London, 

7. Mr. Boleslaw Wierzbianski, chairman of the International Free Journalists 
Union, chairman of the Polish Journalists Union (in exile), vice president of 
“Swiatpol”’ (exiled Polish association); now in exile , in England, 

8. Mr. Boleslaw Laszewski, chairman of the Polish Combatants’ Association; 
frequent delegate of that association to the United States; now in exile in London. 

9. Mr. Jerzy Lerski, member of the Polish Political Council and delegate of 
this council for the United States; member of the executive committee of the 
“Tndependence and Democracy” political organization; now in exile, in Wash- 
ington, D. C. 

This list may be supplemented, at request, by other names. 
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JoHN B. Sretrson UNIVERSITY, 
De Land, Fla., Se ptember a7, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 


United States Senate, Washington, D. C. 

My Dear Senator McCarran: I am writing this in the interest of Jan Joseph 
Wieckowski who was the subject of 8S. 2488, introduced sometime ago by Senator 
Pepper of Florida. 

It appears that from your letter dated June 20, addressed to the Honorable 
George Smathers of the House of Representatives that the policy of your com- 
mittee is not to recommend private bills prior to the exhaustion of administrative 
remedies. I understand, however, that the Immigration and Naturalization 
Service has denied Mr. Wieckowski’s application for adjustment of status under 


the Displaced Persons Act, as amended. This action I believe was taken on 


September 8. I sincerely believe that this applicant is the making of a good 
American citizen if permitted to remain in this country. Therefore I am taking 
the liberty of writing to ask you to assist him and, if practicable, to secure favorable 
action on it (S. 2488) prior to the deportation proceedings against him. I, of 
course, have no information when such action may be taken by the Department. 


His is a worthy case and any action taken will be appreciated by his friends 
With kindest regards, I am 
Sincerely, 


JoHN B. Sretson UNIVERSITY, 
De Land, Fla., October 27, 1950. 
The Honorable Pat McCarran, 
Chairman, Committee on the Judiciary, 
The United States Senate, Washington, D. C. 


My Dear Stir: At a special meeting of the faculty of John B. Stetson University 
on October 5, 1950, it was voted unanimously to solicit earnestly your attentior 


to the situation of Mr. and Mrs. Jan Wieckowski, Polish students at Stetson, 
who are seeking permanent residence in the United States, but whose stay in this 
country is in danger because of a recent ruling of the Immigration and Naturaliza- 
tion Service. 

The Wieckowskis fought on our side against Hitler in the Polish Army and in 
the Polish Underground, and later tried to keep Poland from falling under the 
control of Stalin. Mr. Wieckowski continued his struggle against the enemies 
of democracy as a member of the Polish Government in Exile in London. He was 
five times decorated for valor by his Government. When offered an opportunity 
to return to Poland under Communist-controlled government, both Mr. and 
Mrs. Wieckowski refused, and became stateless. 

The Wieckowskis came to the United States in 1948 and enrolled as students 
at Stetson University, where both of them received scholarships. Their fine 
character and perserverance soon attracted our favorable attention. Mrs. 
Wieckowski is a good student, and Mr. Wieckowski is a sheer genius. Here at 
Stetson, Mr. Wieckowski was employed in the library. When his rare abilities 
were recognized, the library assigned him the task of indexing and arranging 
our Government documents collection, comprising about 70,000 items. Mrs. 
Wieckowski assisted him in this work; and though neither of them had had 
previous formal training in library work, they completed this tremendous task 
in a short time and won the admiration of the students and the faculty of this 
university. 

The faculty of John B. Stetson University feels sure that, if you knew these 
young people as we know them, you would heartily agree that they are, indeed, 
the sort of people the United States needs as citizens. In any country, they would 
rank high in qualities of character, intelligence, worthy political and social ideals, 
and in their habits of diligence, integrity, and thrift. It has been an inspiration 
to this faculty to see these two voung people labor to support themselves and their 
3-year-old daughter with such courage and such faith in the American way of 


life. 
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Please be assured that the faculty of this university will deeply appreciate any- 
thing you may be able to do to assist Mr. and Mrs. Wieckowski in obtaining 


permanent residence so that they may become citizens of the United States. 
Yours truly, 


Wma. Hueu McEntrry, Jr., 
Chairman, Graduate Council. 
GiLBert L. Lycan, 
Chairman, Division of the Social Sciences, 
Special Committee for the Faculty. 
The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 
entry into the United States. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1229), as amended, should be enacted. 
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MRS. OKSANA STEPANOVNA KASENKINA 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 622] 
. ‘e Committee on the Judiciary, to which was referred the bill 
(H. 622) for the relief of Mrs. Oksana Stepanovna Kasenkina, 
oe considered the same, reports favorably thereon without 
I 


amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
to a native of Russia, lawfully admitted to the United States in 1946 
in a temporary status. The bill also provides for the proper quota 
deduction and the payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


This is the case of the Russian teacher who has attracted national 
and international interest through her flight from the Soviet consulate 
general in New York, and the subsequent publication of her memoirs 
in the public press, and later in the book entitled ‘‘Leap to Freedom.”’ 

The pertinent facts in this case are set forth in a letter from the 
Deputy Attorney General, dated September 12, 1950, to the chairman 
of the Committee on the Judiciary of the House of Representatives 
with reference to H. R. 6087, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, which letter reads 
as follows: 
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SEPTEMBER 12, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6087) for the relief of Mrs. 
Oksana Stepanovna Kasenkina, an alien. 

The bill would provide that Mrs. Oksana Stepanovna Kasenkina shall be con- 
sidered to have been lawfully admitted to the United States for permanent resi- 
dence as of June 16, 1946. It would also direct the Secretary of State to instruct 
the quota-control officer to deduct one number from the appropriate quota. 

The alien is a native and citizen of Russia, having been born in that country 
at Kominskaya on January 24, 1896. She entered the United States on June 15, 
1946, at the port of New York, destined to the Russian consulate in that city, 
and was admitted for an indefinite period under section 3 (1) of the Immigration 
Act of 1924. She was employed as a teacher at the Russian consulate school in 
New York, where the students were children of Russian diplomats or other Soviet 
representatives in New York City. She was scheduled to return to Russia on 
July 31, 1948, but apparently had no desire to do so, and on or about July 29, 
1948, she began her attempts to find asylum here. The alien was the object of 
much publicity as a result of her sojourn at the Reed Farm, maintained by the 
Tolstoy Foundation; her kidnaping or rescue on August 7, 1948, by Soviet con- 
sular officials; and her leap from the third-floor window of the Soviet consulate 
on August 12, 1948. 

On May 12, 1949, the alien filed an application for adjustment of her status 
under the Displaced Persons Act of 1948. Prior to the completion of action on 
that application, this bill was introduced, and on October 5 her attorney advised 
that she desired that her application be withdrawn without prejudice. Mrs. 
Kasenkina stated that she is the widow of Damian Kasenkina and that she had 
two children, both of whom are deceased. She has four sisters, one residing in 
England, and the others in Russia. The alien resides in Jackson Heights, N. Y. 
Her present occupation is that of writer and lecturer. 

The alien has apparently abandoned the exempt status under which she was 
admitted to the United States and is no longer entitled to classification under 
section 3 (1) of the Immigration Act of 1924 as an official of a foreign government. 
Section 15 of the Immigration Act of 1924 provides that no alien who has been 
admitted to the United States under the provisions of section 3 (1) of the [mmigra- 
tion Act of 1924 shall be required to depart from the United States without the 
approval of the Secretary of State. On May 15, 1950, in response to an inquiry 
from the Immigration and Naturalization Service, the Department of State 
advised that it did not approve of the institution of proceedings to require Mrs. 
Kasenkina’s departure from the United States. The quota for Russia, to which 
she is chargeable, is oversubscribed, however, and a visa is not readily obtainable. 
Therefore, she cannot adjust her immigration status in the United States to that 
of a permanent resident. 

Whether, under the circumstances in this case, the quota requirements of the 
general immigration laws should be waived presents a question of legislative policy 
concerning which the Department of Justice prefers not to make any recommenda- 
tion. If the bill should receive favorable consideration, however, it is suggested 
that it be amended by striking out ‘16’ in line 5 and inserting, in lieu thereof, 
“15” and by striking out the ‘‘.”’ in line 8 and adding “‘, upon the payment by her 
of the head tax and visa fee.”’ 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 

According to further information submitted to the Committee on 
the Judiciary of the House of Representatives, Mrs. Kasenkina is at 
the present time employed as a teacher, writer, and instructor. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill H. R. 662 should be enacted. 


O 
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JANINA WOJCICKA, WOJCIECH ANDRZEJ WOJCICKI, AND 
STANISLAW WOJCICKI 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 632] 


The — on the Judiciary, to which was referred the bill 
(H. R. 632) for the relief of Janina Wojcicka, Wojciech Andrzej 
Wojcicki, ‘and Stanislaw Wojcicki, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Janina Wojcicka, Wojciech Andrzej Wojcicki, 
and Stanislaw Wojcicki. The bill provides for the appropriate quota 
deductions and for the payment of the required visa fees and head 
taxes, 


STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated October 25, 1950, from the Deputy Attorney General to the 
chairman of the Committee on the Judiciary of the House of Repre- 
sentatives with reference to H. R. 4988, which was a bill introduced 
in the Eighty-first Congress for the relief of the same aliens: 


OcToBER 25, 1950, 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4988) to admit Janina 
Wojcicka and her two minor sons, Wojciech Andrzej Wojecicki and Stanislaw Woj- 
cicki, to the United States for permanent residence. 
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The bill would provide that notwithstanding the provisions of section 12 of the 
Immigration Act of 1924, Janina Wojcicka and her two minor sons now residing 
in Goteberg, Sweden, may be admitted to the United States for permanent resi- 
dence if they are found otherwise admissible under the immigration laws. It 
would also direct the Secretary of State to instruct the proper quota-control 
officer to deduct three numbers from the Polislf quota for the first year that such 
quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Janina Wojcicka, Andrzej Wojcicki, and Stanislaw Wojcicki were 
born on February 19, 1912, in Kuprowo, Latvia, on May 5, 1935, in Warsaw 
Poland, and on March 30, 1937, in Warsaw, Poland, respectively. They arrived 
at the port of New York on October 31, 1949. They were given a board of special 
inquiry hearing at Washington, D. C., and were admitted to the United States 
on November 10, 1949, under section 3 (2) of the Immigration Act of 1924 for 6 
months. 

It appears that Mrs. Wojcicka resided with her husband, Francis Zek Wojcicki 
and their two sons, in Krakow, Poland, from 1938 until December 30, 1948, 
when she and her sons escaped from the country. She stated, however, that her 
husband was apprehended by the Communists and placed in a Warsaw prison 
where she believes him to be at the present time. The aliens resided for approxi- 
mately 1 year in Sweden before coming to the United States. Mrs. Wojcicka 
testified that at the time of her entry into this country, it was her intention to 
remain only until such time as the Communists lost control of the Polish Govern- 
ment, but that she now desires to remain permanently. She is presently residing 
in Washington, D. C., where she is employe at a salary of $275 a month by the 
National Committee for Free Europe. Her two sons are attending school in 
New York. 

The bill, introduced while the aliens were residing abroad, would waive the 
quota requirements of the immigration laws and would permit their entry to the 
United States for permanent residence. The subsequent entry of the aliens as 
temporary visitors necessitates a revision of the bill, as the terms of H. R. 4988 
are no longer applicable. 

The quotas for Latvia and Poland to which the aliens are chargeable are over- 
subscribed, and immigration visas are not readily obtainable. Whether this bill 
should be enacted presents a question of legislative policy concerning which the 
Department of Justice desires to make no recommendation. 

However, in the event the committee is favorably disposed toward the aliens, 
it is recommended that the bill be amended by deleting everything after the 
enacting clause and inserting: 

“That, for the purposes of the immigration and naturalization laws, Janina 
Wojeicka, and her two minor sons, Wojciech Andrzej Wojecicki and Stanislaw 
Wojecicki, who entered the United States as visitors on November 10, 1949, shall 
be held and considered to have been lawfully admitted to the Untied States for 
permanent residence as of the date of such entry, upon the payment of the required 
visa fees and head taxes. 

“Sec. 2. Upon the enactment of this act the Secretary of State shall instruct 
the proper quota-control officer to deduet three numbers from the proper immi- 
gration quotas for the first year that such quota numbers are available.” 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman John D. Dingell, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives in support of the bill and submitted the following 
information: 


Franciszek Wojcicki is a lawyer, born in 1900. Before the war he was a judge. 
Already as a student at the university he was the secretary genera! of the Polish 
Peasant University Students Association 

As a judge he had to try the Communist conspirators against the Polish state. 
Thus he ran the risk of the Communist revenge who not recognizing the Polish 
state saw Poland only as a part of the Soviet Russia. 

In 1939 F. Wojeicki while serving in the Polish Army is interned in Hungary. 
From there he escapes to France and enters the Polish Army of General Sikorski. 
But soon afterward he is appointed a director of the office of the Polish National 
Council, Parliament in exile, holding this office under the Acting Chairman 
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Stanislaw Mikolajezyk and after the evacuation of the National Council from 
France to London under the chairman, Professor Grabsk i 

In 1945 he goes back to Poland where he acts as a legal counsel for the supreme 
executive committee of the Polish Peasant Party and defends in numerous trials 
the Poles persecuted by the Communist regime. 

In the period of referendum of 1946 and in the period of elections of 1947 he is 
the chairman of the electoral committee of the Polish Peasant Party, plenipoten- 
tiary of the state list of the Polish Peasant Party candidates and directs the collec- 
tion of materials and preparation of protests against fraud and intimidation in all 
the electoral districts of Poland. And so during the elections, which under the 
decision of the Yalta Conference were to be “‘free and unfettered,’ he incurs fur- 
ther disfavor of the Communists. 

He runs still greater risk, when after the opening of the Parliament, formed after 
the falsified elections, as a member of Parliament, secretary of the Polish Peasant 
Party Parliamentary Club and member of the supreme council of the Polish Peas- 
ant Party he denounces in public the terror and fraud in the elections as well as 
the travesty of justice under the Communists in Poland. 

After the escape of the chairman of the Polish Peasant Party S. Mikolajdzyk 
in 1947 he is arrested in spite of his parliamentary immunity. When released, 
although called upon to surrender his seat in the Parliament, he does not surrender 
it in spite of threats and provocations used by the Communists toward him. 

Having learned of the proposal to dissolve the Parliament together with the 
vice chairman of the Polish Peasant Party, S. Bafiezyk, and Secretary General 
S. Wojcik, he prepares to escape abroad to avoid almost a certain death in the 
hands of Communists in Poland. 

Batiezyk and W6jcik succeeded in escaping from Poland to Sweden. Also 
toward the end of December 1948 the wife of F. Wéjcicki, and his two small sons 
succeeded in escaping to Sweden. F. W6jeicki unfortunately was arrested, when 
as the last of the group he was about to leave Poland secretly. 

After his arrest in January 1949 he was deprived of his parliamentary immunity 
and put in prison and since then there is no news of him. 

The wife of Franciszek Wéjcicki found herself in Sweden with her two small 
sons without any means to support herself and her children in a tragic, moral, and 
material situation. 

The wife, Janina Wéjcicka, daughter of Michal and Jadwiga Koziel now living 
in Poland, was born on February 19, 1912, in Latvia. During the last war she 
worked with the underground movement in Cracow, teaching the Polish youth 
under the German occupation. Her husband being in exile she had two to support 
her two sons: Andrzej, Stanislaw, born May 5, 1933, in Warsaw and Stanisiaw, 
Jerzy, born March 30, 1937, in Warsaw. Janina Wdojcicka, doctor of philosophy, 
Was an associate professor of history at the Jagielon University in Cracow until 
her escape. 

Her husband, who as a soldier of the Polish Army and as the director of the 
office of the Polish National Council, Parliament in exile, served the Allied cause 
in the Second World War is now being imprisoned because after the war he 
fought the Communist dictatorship in Poland. He fought for freedom and 
independence of Poland and for “free and unfettered”’ elections which were 
promised Poland by the Big Three at Yalta. 

Since under the now binding laws of immigration she cannot come to the 
United States the enactment of the special bill is necessary to admit her to the 
United States for permanent residence. 


The committee, after consideration of all the facts in the case, 
of the opinion that the bill (H. R. 632) should be enacted. 


O 
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MRS. CORAL E. ALLDRITT 


APRIL 23 (legislative day, APrit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 664] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 664) for the relief of Mrs. Coral E. Alldritt, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Coral E. Alldritt. Provision is made in 
the bill for an appropriate quota deduction and for the payment of the 
required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 41-year-old native and citizen of 
Australia who last entered the United States as a student on September 
13, 1946. From 1946 to 1949 she was associated with the Medical 
Arts School of Johns Hopkins University in Baltimore, Md. She is 
presently employed by the McGuire Veterans’ Administration Hos- 
pital in Richmond, Va., as a medical illustrator. She served in the 
Women’s Auxiliary Air Force of the Royal Australian Air Force from 
1942 to 1946. It is stated that she performed services of great value 
to our Armed Forces during the war. 

A letter dated Julv 19, 1950, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 7587, which was a bill intro- 
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duced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 


Hon. EManvuet CELLER, 
Chairman, Commiitee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 7587) for the relief of Mrs, 
Carol E. Alldritt, an alien. 

The bill would provide that Mrs. Carol E. Alldritt shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the date 
of her admission for a temporary stay. It would also direct the Secretary of 
State to instruct the quota-control officer to deduct one number from the appro- 
priate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Carol E. Alldritt is a native and citizen of Australia having been 
born in that country on March 30, 1909. She entered the United States at the 
port of San Francisco on September 13, 1946, for a period of 2 years as a student 
under section 4 (e) of the Immigration Act of 1924. She stated that she has been 
divorced and that in ber profession as a medical artist and illustrator she is known 
by the name of Carol Nerelle. From 1946 to 1949 Mrs. Alldritt resided in 
Baltimore, Md., where she was associated with the medical arts school of Johns 
Hopkins University. Since 1949, she has been employed by the McGuire 
Veterans’ Administration Hospital, Richmond, Va., as a medical illustrator. 

The alien served in the Women’s Auxiliary Air Force of the Royal Australian 
Air Force from 1942 to 1946. She stated that after her discharge officials at the 
Heidelberg Military Hospital in Melbourne, Australia, advised her to come to 
this country to study medical art, and that it was her understanding that she 
would receive a veterans scholarship but that the scholarship did not materialize 
and she remained in this country on a limited budget furnished by individual 
surgeons at the Royal Melbourne Hospital. Mrs. Alldritt is a member of the 
Johns Hopkins Association of Medical Illustrators, and of the English Speaking 
Union in New York City. 

The quota for Australia, to which the alien is chargeable, is oversubscribed and 
@ visa is not readily obtainable, but the record fails to disclose sufficient reason 
to justify granting her a preference over other persons chargeable to the same 
quota. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours, sincerely, 
Preyron Forp, 
Deputy Attorney General. 


Congressman J. Vaughan Gary, the author of the bill, submitted to 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives the following information in connection with the case: 


ORCANIZED SURFACE BRIGADE 12-2, 
Naval RESERVE TRAINING CENTER, 
Treasure Island, San Francisco, Calif., June 7, 1950. 
Hon. J. VaucHAN Gary, 
House of Representatives, Washington, D. C. 

Dear Mr. Gary: At the request of Mrs. Coral Alldritt, of Richmond, Va., I am 
attaching a statement relative to her professional and personal character which 
may be used in connection with legislative action conferring United States citizen- 
ship on her. 

Attention is invited to the last paragraph in which it is the considered opinion 
of this officer that the Legion of Merit should be conferred on Mrs. Alldritt in 
recognition of her services to the Southwest Pacific allied war effort in general 
and the Fifth Air Force in particular. A precedent for this belief was established 
when a British WAF officer was flown to this country at the close of the war and 
awarded the Legion of Merit for similar outstanding work in the European 
Theater of Operations. 

Further information, if desired, will be furnished. 

Sincerely yours, 
E. B. Stover, 
Captain, United States Naval Reserve, 
Commanding. 
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ORGANIZED SURFACE BRIGADE 12-2, 
NAVAL RESERVE TRAINING CENTER, 
Treasure Island. San Francisco. Calif. 
To Whom It May Concern: 

The undersigned first met Mrs. Coral Alldritt in November 1942 when the 
former was attached to the U. 8. S. Fulton (AS-11) Submarine Squadron 8, 
Southwest Pacific Fleet as intelligence officer as collateral duty, and the latter 
was engaged in the ultrasecret work of constructing bombing target maps as a 
flight officer of the Women’s Australian Air Force attached to the headquarters of 
General MacArthur and working under the supervision of Major Owens, Fifth 
Air Force at Brisbane, Australia. 

Flight Officer Alldritt would interpret photographs of selected target areas and 
from this, construct bombing maps. A few weeks later the Fifth Air Force would 
stage the strike on the selected target using these maps. It was observed that 
the work was ultrasecret and required a high order of accuracy in order to provide 
the maps for the bombers to make a successful run on prime targets. Inaccuracies 
or slovenly work could lead to unnecessary loss of life, planes, and failure of 
the mission. 

It was observed that her professional conduct was very businesslike and that 
her entire life appeared to be devoted to the successful accomplishment of her 
job in which she was regarded as most expert. 

The few times when the United States Navy or the Australian Air Force 
sponsored social events, it was observed that Flight Officer Alldritt conducted 
herself in a manner above reproach. It always appeared that she was very 
reserved, cultured, and refined, and exhibited all the qualities of a lady raised in 
a home with an excellent moral and religious background. It was observed that 
she neither drank nor smoked, a most unusual attribute at those times. 

It was also observed that she attended St. John’s Cathedral of the Church of 
England and Albert Street Methodist Church, both in Brisbane. 

Not much is known of the personal background of Flight Officer Alldritt since 
it was not within the purview of the undersigned to inquire of personal affairs. 

However, it is believe that she was born and raised in or near Sydney, New 
South Wales, Australia, that her parents lived in a suburb of Sydney and that she 
attended the University of Sydney on a superior attainment scholarship in art. 

The undersigned considers her to be worthy of United States citizenship by 
any standards of comparison, and to excel all the standards applicable to aliens 
desiring to become citizens. 

The undersigned considers that citizenship should be conferred on her as a 
reward for the outstanding work which she accomplished for the Fifth Air Force 
under the command of Gen. George Kenney. 

The undersigned further believes that the Legion of Merit should be conferred 
on her for the high order of accomplishment and outstanding service rendered to 
the Air Force of the United States. 

E. B. Strover, 
Captain, United States Naval Reserve, Commanding. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 664) should be enacted. 


O 
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HILDEGARD DETTLING AND JUDITH INGEBORG 
DETTLING 


APRIL 23 (legislative day, APRIL 17), 1951—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 667] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 667) for the relief of Hildegard Dettling and Judith Ingeborg 
Dettling, having considered the same, reports favorably thereon with- 
out amendment and recommends that the bill do pass. 


PURPOSE OF TEE BILL 


The purpose of the bill is so enable the German fiancée and child 
of Corp. Murphy Boggs, a United States citizen presently serving in 
our Armed Forces, to enter the United States for the purpose of marry- 
ing the said Corp. Murphy Boggs and so thereafter reside in the 
United States. 


STATEMENT OF FACTS 


The beneficiaries of the bill are the fiancée and child of Corp. 
Murphy Boggs, a citizen of the United States, who is now serving in 
the United States Army and is stationed at Camp Carson, Colo. He 
was engaged to be married while on duty in Germany but was unable 
to be married prior to his transfer back to this country 

Congressman James S. Golden, the author of the bill, submitted 
to a subcommittee of the Committee on the Judiciary of the House of 
Representatives the following letter in connection with the bill: 
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CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES, 
Washington, D. C., January 13, 1951. 
Congressman Francis E. WALTER, 
Chairman, Subcommittee on Immigration and Naturalization, 
Judiciary Committee, House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN WALTER: I am taking the liberty to write you and call 
to your attention a bill which I introduced on September 13, 1950, H. R. 9651, 
and a new bill, H. R. 667, introduced on the third instant, for the relief of Hilde- 
gard Dettling and her daughter, Judith Ingeborg Dettling, the fiancée and child 
of one of my constituents, Corp. Murphy Boggs, who is now serving in the United 
States Army. 

This soldier formerly served in Europe, and it was while he was on duty in 
Europe that he became acquainted with Miss Dettling. He states that he was 
engaged to be married to Miss Dettling but he was ordered transferred out of 
that area suddenly and was unable to get married. He says that he is the father 
of Miss Dettling’s child. 

Corporal Boggs is most anxious to marry Miss Dettling and provide a home 
for her and their child in this country, and it was at his urgent request that I 
introduced the bill to waive certain provisions of the Immigration Act so as to 
permit Miss Dettling and their child to enter the United States. 

I trust that you and the members of your committee may find it consistent 
with your duty to favorably report this bill to the full committee with a recom- 
mendation that it be reported to the House as soon as possible. Corporal Boggs 
would like to marry Miss Dettling and make a home for her and their child before 
he is shipped out of the United States. 

I think you will find that Corporal Boggs has already submitted, and it is now 
on file with the Judiciary Committee, the required evidence in support of this bill. 

Sincerely yours, 
James 8. GoLpEN. 


Congressman Golden also submitted to the chairman of the Com- 
mittee on the Judiciary of the House of Representatives the following 
information in connection with H. R. 9651, which was a bill introduced 
in the Eighty-first Congress for the relief of the same alien: 


CONGRESS OF THE UNITED StaTEs, 
HovusE oF REPRESENTATIVES, 
Washington, D. C., November 10, 1950. 
In re: H. R. 9651. 
Hon. EMANUEL CELLER, 
Chairman, House Judiciary Committee, 
House Office Building, Washington, D. C. 


Dear CHAIRMAN CELLER: On September 13, 1950, I introduced H. R. 9651 for 
the relief of Hildegard Detthieg and Judith Eugubou Detthieg, who now reside 
in Pforzheim, Germany, and who are the fiancée and child of Corp. Murphy 
Boggs, ASN 35127266, Heavy Tank Company, Fourteenth Infantry, Camp 
Carson, Colo. 

After I introduced the bill I was furnished the correct spelling of the names of 
his fiancée and child by Corporal Boggs which are as follows: The fiancée— Miss 
Hildegard Dettling, and the child—Judith Ingeborg Dettling. Miss Dettling 
and the child are residing with her mother, Mrs. Emma Dettling, in the city of 
Pforzheim, Germany, which is in the United States Zone of Germany. 

I am enclosing for your information and the other members of your committee 
the sworn statement I received from Corporal Boggs giving the facts and circum- 
stances in the case, together with the statements of Rev. Jesse Fields, Big Laurel, 
Ky., Mr. Henry C. Creech, Pine Mountain, Ky., Mrs. Buster Middleton, Baxter, 
Ky., Mrs. W. R. Boggs, Putney, Ky. 

Since Corporal Boggs is so anxious to bring Miss Dettling and his child to the 
States so that he may marry Miss Dettling and provide a home for her and their 
daughter, I trust that your committee will favorably consider and report this bill 
to the House at the earliest date possible. 

I am advised that Corporal Boggs comes from a good family of Kentuckians 
and that he is an honorable, loyal, dependable citizen. 

Anything that you may do to expedite action on this bill will be greatly appre- 
ciated by me as well as by Corporal Boggs and the members of his family. 

With every good wish, I am 

Very truly yours, 
James S. GoLpEN. 
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Corporal Boggs’ statement reads as follows: 


SEPTEMBER 17, 1950. 
Mr. James 8. GoLpEN, 
House Office Building. 


Dear Sir: I am writing to you concerning the letter that I received from your 
office postmarked September 8, 1950, which was asking me to furnish some infor- 
mation of my girl friend in Germany. 

To the best of my knowledge, I am giving you the true facts. I met Miss 
Hildegard Dettling September 6, 1946, in the city of Pforzheim, Germany. At the 
time I met Miss Hildegard Dettling I was on the constabulary police force and I 
became engaged to Miss Hildegard Dettling about the 15th of August 1947. The 
child was conceived November 20, 1947, and I am the father of this child. The 
child’s name is Judith Ingeborg. The baby was conceived November 20, 1947, in 
the city of Pforzheim, Germany. Miss Hildegard Dettling and the child are stay- 
ing with her mother at the present time, Mrs. Emma Dettling, in the city of Pforz- 
heim, Germany. The address is: Pforzheim, Dillslein Hirsaverstr 147 Baden 
(17a United States zone of Germany). 

Miss Hildegard Dettling was born August 4, 1928, in Pforzheim, Germany, and 
she was in school until 1945 and then she was working on a farm until 1946 and 
since 1946 she has been doing the housework for her mother. As far as I know, 
Miss Hildegard Dettling’s character is good for I have talked to a lot of her 
neighbors from time to time and everybody gave her a good name. 

I, Corporal Boggs was born October 20, 1917, at Big Laurel, Ky., and I will be 
33 years of age October 20, 1950. My father’s name is Abner Boggs and his 
address is Putney, Ky. My mother’s name was Lucendy Begley. 

I came in the Army July 15, 1941. I am able to pay their way to the States 
and provide for them after they get here. I am stationed at Camp Carson, Colo., 
at the present time. If I can get them over here, I will let them stay at my home 
in Kentucky until I can make arrangements to bring them out here. I cannot 
give you the correct count on me, financially, for I have war bonds at home but 
I don’t know just how many. And I have better than a thousand dollars in the 
soldier’s deposit. I have talked to all of my family about getting married and my 
family are ready to assist me in every way they can to help me to get my girl friend 
and baby over here. 

I am planning on making the Army my career and if I could get assigned back 
to Germany, I think it would be better for me. The reason I didn’t get married 
while I was over there was because the Army had my rotation date February 1952 
and I couldn’t put in for my papers to get married over 9 months of my rotation 
date and they didn’t notify me about leaving there until 4 days before I left from 
over there so I didn’t have time to do anything about it. 

I have prepared this statement to the best of my knowledge. Let me know 
what I am supposed to do next. 

Very truly yours, 
Corp. Murpuy Boaas. 
SraTEeE or CoLorapo, 
County of El Paso, ss: 


Subscribed and sworn to before me this 19th day of September, 1950. 
[SEAL] Harouip R. THAETE, 
Notary Public. 

My commission expires March 3, 1954. 

The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain numerous statements and affidavits attesting to the 
excellent moral character of Corporal Boggs and to the fact that his 
immediate family, his neighbors, and friends approve of the proposed 
marriage and support this legislation. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 667) should be enacted. 


0 
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JAMES A. G. MARTINDALE 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 71 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 714) for the relief of James A. G. Martindale, having con- 
sidered the same, reports favorably thereon without amendment and 


recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provisions of 
existing law because of conviction in Canada of a crime involving 
moral turpitude in behalf of James A. G. Martindale, so as to permit 
him to enter the United States to join his citizen wife and child. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 33-year-old native and citizen of 
Great Britain who has resided in Canada since 1918. He was married 
in 1942 to a citizen of the United States and they have a 4-year-old 
child. The wife and child of the beneficiary of the bill reside in 
Rochester, N. Y. He has an honorable discharge from the Canadian 
Army, having served from 1941 to 1945. He was convicted on 
several cecasions in Canada of the crimes of theft, forgery, and fraud, 
and on the occasion of his last conviction in 1939, he was allowed to 
enter and serve in the Canadian Army on the recommendation and 
consent of the sentencing judge. Unless a waiver of the excludable 
ground is granted, he will be forever barred from joining his citizen 
wife and child in this country. 

A letter dated October 28, 1949, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Acting 
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the Assistant to the Attorney General with reference to H. R. 4256, 
which was a bill introduced in the Eighty-first Congress for the relief 
of the same alien, reads as follows: 
OcTORER 28, 1949. 
Hon, EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 4256) for the relief of James 
A. G. Martindale, an alien. 

The bill would provide that notwithstanding the provisions of the eleventh 
category of section 3 of the Immigration Act of 1917 (8 U. 8. C. 136 (e)), relating 
to the exclusion from the United States of persons who have been convicted of or 
admit having committed a crime involving moral turpitude, James A. G. Martin- 
dale may be admitted to the United States for permanent residence if he is found 
otherwise admissible under the provisions of the immigration laws. The bill 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service disclose that Mr. 
Martindale was born in England on July 12, 1917, and is a subject of Great Britain. 

He has resided in Canada since about 1918, and in 1942 married a citizen of the 
United States who resides in Rochester, N. Y. There is one child of the marriage, 
a daughter, born in Rochester, on December 15, 1946. The child is living with 
her mother and grandparents in Rochester. Mrs. Martindale states that Mr. 
Martindale is currently employed by the Campbell Soup Co., Toronto, Canada, 
and that he contributes about $70 monthly toward her support. 

Mr. Martindale was denied an immigration visa by the American consulate 
in Toronto because of his conviction of a crime involving moral turpitude. The 
records of the Identification Bureau of the Toronto Police Department reveal 
that Mr. Martindale was arrested by the Ontario Police Department and was 
convicted on March 11, 1936, on one charge of fraud, one charge of forgery, and 
one charge of theft and sentenced to reform school. On June 5, 1937, he was 
again convicted on several counts of theft and forgery and sentenced to reform 
school for 2 years. On July 26, 1939, he was convicted on two charges of theft, 
four charges of fraud and one charge of forgery and sentenced to Kingston Peni- 
tentiary for 24% vears. With the consent and recommendation of the judge who 
sentenced him to Kingston, Mr. Martindale was allowed to enter and serve in the 
Canadian Army. He stated that his Canadian Army record was good and that 
he received an honorable discharge. He advised that he held the rank of sergeant 
for 4 years. 

Because of his marriage to an American citizen prior to January 1, 1948, Mr. 
Martindale would be entitled to a nonquota status under section 4 (a) of the 
Immigration Act of 1924 upon the approval by the Immigration and Naturaliza- 
tion Service of a visa petition submitted by his wife in his behalf. However, 
because of his convictions of crimes involving moral turpitude, he is excludable 
from the United States under the provisions of the eleventh category of section 3 
of the Immigration Act of 1917, as amended, and the circumstances in the case 
do not appear sufficiently extenuating to justify enactment of special legislation 
exempting him from such provisions. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peter CAMPBELL BrRowN, 
Acting the Assistant to the Attorney Ceneral. 


Subsequently, on July 19, 1950, the Deputy Attorney General 
submitted to the chairman of the Committee on the Judiciary of the 
House of Representatives a supplemental letter which reads as follows: 


Juty 19, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in further response to your request for the 
views of the Department of Justice relative to the bill (H. R. 4256) for the relief 
of James A. G. Martindale. 

Under date of October 28, 1949, this Department advised your committee that 
it was unable to recommend enactment of the bill. Subsequently, additional 
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information was received by the Immigration and Naturalization Service, indi- 
cating that the alien has been completely rehabilitated. In view of such addi- 
tional information, this Department is disposed to withdraw its opposition to the 
bill, leaving its enactment a matter for the discretion of the Congress. 

If the measure should receive favorable consideration by the committee, it is 
suggested that it be amended by deleting section 2 of the bill, inasmuch as the 
alien, because of his marriage to a United States citizen prior to January 1, 1948, 
would be entitled to a nonquota status under section 4 (a) of the Immigration 
Act of 1924 upon the approval by the Immigration and Naturalization Service 
of a visa petition submitted by his wife in his behalf. It is further suggested 
that the bill be amended by inserting prior to the word “‘James”’ in line 5 the 
following: “insofar as concerns offenses or crimes committed by him of which 
the Department of State and the Department of Justice have knowledge.” 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman Kenneth B. Keating, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement in 
support of the bill: 


I feel that Mr. Martindale should be permitted to enter this country from 
Canada, so that he may rejoin his wife and young child, despite the fact that such 
admittance has heretofore been denied him under the provisions of the eleventh 
category of section 3 of the Immigration Act of 1917. 

While it is true that this young man fell by the wayside as so many youths do 
whose home life is anything but congenial, I feel that he has expiated his wrong- 
doings and has demonstrated, during the past 10 years, by his service in the 
Canadian Army for 5 years and his exemplary civilian life since, that he would 
make a fine American citizen. I believe he should be encouraged rather than 
discouraged, and that merey and justice have relation, but are without meaning 
where a law finds no exception and cannot be relaxed even when justice does not 
suffer. During all my congressional experience, I have never reeeived a letter 
from anyone which impressed me more with its sincerity than the one which | 
received from Mr. Martindale, setting forth his experiences, his urgent desire 
to join his wife and little child, and his assurance that his life would be devoted to 
proving to those who sponsored him that he would make a good American citizen. 

My opinion of Mr. Martindale is concurred in by Senator James E. Murray, 
and my evaluation of him is attested to by officers under whom he formerly 
served; by his employers, both past and present, by his neighbors, his parish 
priest; and the chaplain of the Ontario Reformatory, where he was confined for 
his youthful indiscretions. That he has been a devoted and faithful husband, 
despite their separation, is stated by his wife, a young lady of good family in my 
congressional district. Her letter, like her husband’s, has the ring of true 
sincerity which convinces me that no mistake would be made in favorable action 
on this measure. In no other case have I ever gone so far in urging enactment 
on my personal assurance that such action is in the best interests of our country. 

I, therefore, strongly urge that this bill, H. R. 4256, be favorably reported. 


In addition, Congressman Keating has furnished the Senate 
Committee on the Judiciary a number of letters of recommendation 
relating to the beneficiary of the bill, among which are the following: 


Sr. STANISLAUS NOVITIATE, 
Guelph, Ontario, December 9, 1949. 
Representative Kennetu B. Keatina, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Keatine: Acting as chaplain at the Ontario Reformatory, Guelph, 
Ontario, and having had something to do with Jim Martindale who is looking to 
you to further his cause in obtaining permission for him to permanently join his 
wife in Rochester, N. Y., and take up residence there as a citizen of the United 
States, I wish to say it is my hope and prayer that your efforts in his behalf will 
meet with success. 

I alwevs held out hope for him though he had fallen by the way as so many 
youth do whose home life is anything but congenial and stressed to him in reply 
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to his letters to me that the right road was the only road worth traveling on no 
matter what the bumps or difficulties encountered on it. When he joined the 
army and informed me of his marriage to a girl of a good family, I was convinced 
that Jim would prove himself worthy and that the past would serve as a lesson 
for his future conduct. 

I consider, therefore, that he should be encouraged rather than discouraged, 
that mercy and justice have relation but are without meaning where a law finds 
no exception and cannot be relaxed even when justice does not suffer. I am 
quite convinced that justice will not suffer and merey shown in permitting him 
to join his wife and child in Rochester. He has ability and I am sure will be an 
asset as a citizen of the United States. 

Respectfully yours, 
W. Dunn, S. J. 


St. Basir’s CHuRcH, 
Toronto 5, Canada, December 19, 1949. 
Re James A. G. Martindale. 
Representative KENNETH B. KEATING, 
United States Congress, Washington, D. C. 

Dear Str: Mr. Martindale has been a member of my parish for some years. 
He resides at 111 Admiral Road. The last couple years I have known him quite 
well and he is a very fine type of young man. He is faithful to his religious duties 
which speaks well for his character. I am positive that his integrity is beyond 
reproach. He has always impressed me as being a very responsible person and 
I feel sure that he warrants any confidence that might be placed in him. Certainly 
there need be no fear as to the question of his moral character. 

I do wish him every success in his undertakings. 

Sincerely yours, 
R. S. Dremer, C. S. B., 
Parish Priest. 


Retait Crepir Co., INc., 
Toronto 1, Ontario, December 27, 1949. 
Re James A. G. Martindale. 
Hon. KenNETH B. KBaTING, 
United States Congress, Washington, D. C. 

Dear Str: Mr. Martindale has informed me that you are taking a bill to 
Congress in January on his behalf to gain his admittance to the United States as 
an American citizen. 

It gives me a great deal of pleasure to write on his behalf. During the recent 
war, he served under me as a sergeant for 4 years. At all times I found him 
reliable and trustworthy. Many times he earried out responsibilities beyond his 
rank and acquitted himself in good order. By his smart appearance, courteous 
manner, and above-average pleasant disposition, he contributed much in the way 
of morale to the troops. 

I feel that his loss to Canada will be a definite gain to the United States. Having 
worked very closely with this man, I have no hesitation in vouching for his 
position as an upstanding, worthy, and deserving person. 

Yours truly, 
K. C. Foster, 
Former Captain, Canadian Active Army, Royal Canadian Signal Corps, 
Presently Reserve Major, Second Corps Signals, Canadian Army. 


A bill (H. R. 4256) for the relief of the same alien was passed by 
the House of Representatives in the Eighty-first Congress and was 
subsequently reported favorably to the Senate by the Senate Com- 
mittee on the Judiciary on December 18, 1950, but because of the 
adjournment of the Senate was not reached on the calendar. 

The committee, after consideration of all the facts in the case is 
of the opinion that the bill (H. R. 714) should be enacted. 
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FREDERICK EDMOND TOMKINS, MARY ANN TOMKINS, 
AND EDWARD MARSHALL TOMKINS 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 781] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 781) for the relief of Frederick Edmond Tomkins, Mary Ann 
Tomkins, and Edward Marshall Tomkins, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Frederick Edmond Tomkins, Mary Ann 
Tomkins, and Edward Marshall Tomkins. The bill provides for the 
appropriate quota deductions and for the payment of the required 
visa fees and head taxes. 


STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated December 21, 1950, from the Deputy Attorney General to the 
chairman of the Committee on the Judiciary of the House of Repre- 
sentatives with reference to H. R. 6941, which was a bill introduced in 
the Eighty-first Congress for the relief of the same aliens. 


DeceMBER 21, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6941) for the relief of Frederick 
Edmond Tomkins, Mary Ann Tomkins, and Edward Marshall Tomkins. 
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The bill would direct the Attorney General to cancel the deportation proceedings 
against the aliens and not to issue any further warrants or orders based upon any 
unlawful entry of such aliens prior to the enactment of the bill. It would also 
provide that, for the purposes of the immigration and naturalization laws, the 
aliens shall be considered to have entered the United States lawfully on May 2, 
1945, for permanent residence. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are husband and wife and their child. The father, Fred- 
erick Edmond Tomkins, of British descent, was born on September 26, 1910, in 
Manila, Philippine Islands; the mother, of British and Japanese descent, was 
born on October 13, 1914, in Manila, Philippine Islands; and the son was born on 
April 16, 1936, also in Manila. The family last entered the United States on 
May 2, 1945, at the port of San Pedro, Calif., as evacuees from the Philippines 
and were admitted as temporary visitors for a period of 1 year. Applications for 
extensions of their temporary stay have been denied. Early in 1946 applications 
of the aliens for preexamination were granted by the Immigration and Naturaliza- 
tion Service but the authorization was rescinded in December 1946, because of the 
preempted status of the quota for the Philippine Islands. At their deportation 
hearing, in 1947, the aliens again applied for voluntary departure and preexamina- 
tion but their requests were denied because, in the cases of the father and the boy 
the quota was preempted, and in the case of the mother it was ascertained that 
she was racially inadmissible to the United States for permanent residence under 
section 13 (c) of the Immigration Act of 1924, as she was 50 percent of the Japanese 
race. 

Mr. Tomkins’ family presently resides in Hollywood, Calif. Mr. Tomkins is 
employed by the Standard Oil Co. in Los Angeles, Calif.; Mrs. Tompkins is em- 
ployed by Sears, Roebuck & Co. in Hollywood; and the boy attends school in 
Los Angeles. The family is economically self-sustaining. Prior to World War IT 
Mr. Tomkins was employed by the Manila Electric Co., in Manila. He claims to 
have been interned by the Japanese for 37 months during the war. The family 
desires to remain in the United States since they have lost their property in the 
Philippines and have no reason to return there. 

Since the Philippine quota, to which the aliens are chargeable, is oversubscribed, 
immigration visas are not readily obtainable, and, in the case of Mrs. Tomkins, 
an immigration visa for permanent residence may not be issued under the general 
law. These cases are similar to those of many other aliens who also desire to 
enter the United States for permanent residence, but are unable to do so, either 
because of the oversubscription of the quotas to which they are chargeable, or 
because of the racial limitations of the immigration laws. The record fails to 
disclose sufficient reason to justify the enactment of special legislation granting 
these aliens a preference over others who are awaiting their turn for the issuance 
of immigration visas. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


Congressman Gordon L. McDonough, the author of the bill, sub- 
mitted the following additional information in connection with the 


bill: 


STANDARD Orn Co. or CALIFORNIA, 
Los Angeles 54, Calif., January 4, 1950. 
To Whom It May Concern: 

Fred E. Tomkins has been employed by this company since May 12, 1945, 
He holds the position of relief clerk in the southern operations department. His 
work has been very satisfactory and his integrity unquestionable. He has shown 
interest in all duties given him and performs these duties well. His conduct and 
character is excellent and he is well liked by his fellow office workers and superiors. 

This recommendation is given with the sincere hope it may help him in his 
present immigration difficulty. 

Sincerely yours, 
STANDARD Ort Co. oF CALIFORNIA, 
By C. C. Warp. 
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SEARS, Rogernuck & Co., 
Hollywood, Calif., January 5, 1950. 
To Whom It May Concern: 

This letter is written on behalf of Mary Ann Tomkins, an employee of this store, 
who, I have been advised, is having difficulties with the Immigration Department 
in regard to her citizenship status. 

Mrs. Tomkins has been an employee of this store since 1945. She has had a 
position of responsibility as assistant department manager, and is considered one 
of our most reliable and efficient employees. She has a fine personal reputation, 
and is well liked by all of her immediate associates. Due to her pleasant and 
industrious attitude, she has now been placed in our reserve group for considera- 
tion for future promotion. 

Any consideration that can be given to her with her immigration problem will 
be greatly appreciated. 

Yours very truly, 
W. H. NicHo.as, 
Manage r, Sears, Roe buck & Co., Hollywood Store. 





IMMACULATE HEART oF Mary Cuurcu, 
Hollywood, Calif., January 5, 1950. 
To Whom It May Concern: 

Edward M. Tomkins, of 1225 North Serrano Avenue, Hollywood 27, is a pupil 
in the eighth grade at Immaculate Heart of Mary Grammar School. 

He enrolled at this school in June 1945. His academic grades have been very 
good, while his conduct and courtesy toward his teachers and the priests of the 
parish have been exemplary. He gets along well with his classmates and has 
many friends among the students of Immaculate Heart of Mary School. 

No greater proof of the boy’s integrity and general excellence can be given 
than the fact that, last September, he was chosen by his fellow-students as the 
president of the Boys’ Sodality (organization promoting spiritual welfare of the 
boys). During last semester he was also captain of the boys’ football team. 

This boy has every prospect of becoming a good citizen of the United States 
of America, and I wholeheartedly recommend that he be given every chance to 
continue his residence in this country. 

I remain, 

Very sincerely, 
JoHN O'DONNELL, Pastor. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill H. R. 781 should be enacted. 


O 
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JOHN YAN CHI GEE 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 789] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 789) for the relief of John Yan Chi Gee, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 
The purpose of the bill is to enable the minor alien child of a citizen 
of the United States to enter the United States as a nonquota immi- 


grant, which is the status normally enjoyed by alien minor children 
of citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 3-year-old son of James Kwong Gee, 
who is a citizen of the United States. Under present law Chinese 
alien children of United States citizens are not eligible to enter the 
United States as nonquota immigrants. 

Congressman Gordon McDonough, the author of the bill, submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information in connection with the case: 


AFFIDAVIT 
STaTe oF CALIFORNIA, 
City and County of Los Angeles, ss: 
I, Yeuk Iu Lo Gee, being duly sworn according to law, depose and say as follows: 
That I reside at 1027 West Thirty-fifth Place, Los Angeles, Calif. 
That I was born in Canton, China, on June 20, 1909. 
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That I am a naturalized American citizen. Holder of naturalization certificate 
No. 6926149, petition No. 145047, issued by the District Court of the United 
States at Los Angeles, Calif., on December 22, 1950. 

That I last entered and was lawfully admitted into the United States for 
permanent residence on July 22, 1948, through the port of San Francisco, Calif. 

That my husband, James Kwong Gee, was born in Canton, China, on September 
15, 1923. 

That my husband is an American citizen (derivative citizenship), holder of 
United States citizen certificate No. AA—21-891, issued on September 15, 1950. 

That we have a son, John Yan Chi Gee, residing in Hong Kong, China. 

That I am employed as an insurance agent by the Occidental Life Insurance Co., 
located at 1151 South Broadway, Los Angeles, Calif., also as a real-estate sales- 
woman by James Collins, real-estate agent, located at 1302 West Santa Barbara 
Avenue, Los Angeles, Calif. 

That my husband is employed as a salesman by the Towne Distributing Co., 
located at 539 South Clarence Street, Los Angeles, Calif. 

That our annual income is $6,000, and in addition we have the following 
resources: 

1. Bank savings, $4,044.87. 
2. Insurance savings, $1,500. 
3. Real estate, $12,000. 

That the following person is dependent upon us for his sole support: John 
Yan Chi Gee, our son, age 2% years, single, born on March 16, 1948, in Hong 
Kong, China, residing at 67 Caine Road, third floor, Hong Kong, China. 

That proof of our income and resources is attached hereto as follows: 
Income-tax return. 

Photostatic copy of property-tax receipt. 
3. Security First National Bank statement. 
1. Occidental Life Insurance employment statement. 
5. Hollyvogue Ties statement. 
6. James Collins statement. 
7. Towne Distributing Co. statement. 
8. Occidental Life Insurance policy statement. 
9. University Methodist Church reference letter. 

10. Chinese Congregational Church reference letter. 

11. University of Southern California graduation certificate. 

12. Copy of marriage certificate. 

13. Copy John Gee’s birth record. 

14. Meigwa Import and Export Co. reference letter. 

That we are willing and able to receive, maintain, and support the immigration 
of our son to the United States and hereby assume such obligations guaranteeing 
that he will at no time become a public charge upon any community in the United 
States. 

Subscribed and sworn to before me this 7th day of February in the vear 1951, 

(Affiant) Yeux Iv Lo Gres 
(Spouse) James Kwone GEg, 
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Subscribed and sworn to before me this 7th day of February in the year 1951. 
[SEAL] LuLu YONGE POLAND, 

Notary Public. 
My commission expires June 28, 1954. 


Los ANGELES, Cauir., February 2, 1951. 
Hon. Gorpon McDonovau, 
201 House Office Building, Washington, D. C. 

Dear Sir: I’m writing you in regard to my Chinese-American friends whom 
you represent in Congress. They are Mr. and Mrs. James Kwong Gee. I have 
known them very well for many years and have always found them most worthy 
people. 

The problem is that these friends of mine, both United States citizens by choice, 
desire to bring their young son to this country to keep the family unit intact. 
This child was born in Hong Kong, China, where the mother went to see about 
eare of her old mother, March 1948. This fine mother—Mrs. James Gee—has 
personally approached you about her problem; and you were kind enough to write 
to the consul at Hong Kong, who has since denied the child a visa. Also, you 
wrote her you were introducing a private bill for the child’s relief. You have all 
the facts in this case in your files. So, I need not repeat them. 
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But I know you see the injustice here. After all, the parents are both citizens, 
and if the mother had not been delayed by the Chinese officer working for the 
*American consulate in Canton, the child would have been born here. Mrs. Gee 
is on the verge of a nervous breakdown, due to worry over her child, who is in 
China: and the father is going into the service soon. The child would never 
become a public charge, as Mrs. Gee is well provided for. 

Is there not someone in the State Department who can assist you in expedit- 
ing the approval of the visa? 

This is also the case of saving a child to be a friend of America instead of a friend 
to the Communists in a few years. The child is in the same position as a dis- 
placed person, with no one to care for him. This case, I believe, is rare, and it is 
only on a minor technicality that the child cannot come here. I will appreciate 
anything you can do for my friends, who have such faith in you. Thanking 
you for your past interest in these most worthy people. 

Very truly yours, 
Mrs. F. W. SLINGERLAND, 


Los ANGELEs, Cautr., February 6, 1951. 
Hon. Gorpon McDonouan, 
201 House Office Building, 
Washington, D. C.: 
In behalf of Mrs. Gee (Yeuk Iu Lo), who has requested me to write a letter con- 
cerning her character, Mrs. Gee is an old friend of mine and my family, and is also 
my former instructor at a Chinese public school many years ago. Mrs. Gee is a 
very reliable and trustworthy person, and I would be deeply grateful to you if you 
would help her any way you can. 
I am a student at University of Southern California and an ex-GI. If you need 
any future reference about Mrs. Gee, I would be glad to help you. 
Sincerely yours, 
FRANK Kem. 


LUTHERAN STUDENT FOUNDATION OF SOUTHERN CALIFORNIA, 
Los Angeles, Calif., February 8, 1951. 
Hon. Gorvon L. McDonovueu, 
House of Representatives, Washington, D. C. 

Dear Sir: I am writing to you relative to the case of Mr. and Mrs. James Gee, 
who live just four doors from us, and who have told us of the plight of their son, 
and your gracious offer to help in bringing him to America. 

I hope that all goes well in the passage of the bill which you have prepared and 
which wil] permit him to be brought to this country. She expressed tonight that 
she was anxious to leave for Hong Kong to be with her boy when the official word 
reached the American consulate. I believe she had plane reservations for to- 
morrow, but canceled them in favor of writing to you again to see if any word 
would reach her before leaving Friday, February 16, for Hong Kong. 

This is a most unusual case, I am sure, but we have known Mr. and Mrs. Gee 
for about 3 years and have often had opportunity to visit with them. We are 
sure that they will provide well for their son in their fine home, 

I wish to personally express my appreciation to you for your interest in this 
matter. 

Yours truly, 
FREDERICK J. SCHENK, 
Campus Pastor. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 789) should be enacted. 
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MRS. MARGOT KAZERSKI 
APRIL 23 (legislative day, ApriL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 859} 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 859) for the relief of Mrs. Margot Kazerski, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding clause of the 
immigration laws applicable to a person who has been convicted of 
a crime involving moral turpitude to permit the entry of Mrs. Margot 
Kazerski, the wife of a citizen of the United States who is serving in 
the Armed Forces. 

GENERAL INFORMATION 


This is the case of a 23-year-old girl, a native and citizen of — 
many who has been denied an immigration visa by the Ameri - 
consul in Stuttgart on the ground that she has been convicted « 
crime involving moral turpitude, namely, forgery under Seen 
267 of the German Criminal Code. Mrs. Margot Kazerski, nee 
Kuerten, was married . a United States citizen, Master Set. Frank 
Kazerski, on September 12, 1950. The young man has served honor- 
ably in the Armed Recoap for the past 11 years. He is one of the 
heroes of Bataan whose release was effected in 1945. He was stationed 
in Stuttgart from 1948 until his transfer back to this country Novem- 
ber 27, 1950. 

Representative Edith Nourse Rogers, the author of the bill, sub- 
mitted to a subcommittee of the Committee on the Judiciary of the 
House of Representatives the following letter pertaining to the case: 
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DEPARTMENT OF STATE, 
Washington, D. C. 
Hon. Epira Nourse Rocers, 
House of Representatives. 

My Dear Mrs. Rocers: Reference is made to your interest in the case of Mrs. 
Margot K. Kazerski, a German national, whose application for a nonquota im- 
migration visa as the wife of an American citizen has been refused by the respon- 
sible American consular officer at Stuttgart, Germany, on the ground that she has 
been convicted of a crime involving moral turpitude, namely, forgery, under 
paragraph 267 of the German Criminal Code. 

According to information contained in a report from the American consulate 
general at Stuttgart, it is stated in a record of the proceedings of the district 
court of the city of Kassel, Germany, on November 6, 1946, that Margot Kuerten, 
born at Bonn, Germany, November 14, 1927, was charged with loafing abou and 
black marketing. The copy of the court proceedings further relates that the 
defendant stated the following: 

“T am living at Essen-Steckrade, where my parents and I moved from the 
French zone on July 12, 1946. My mother was in posses;ion of a refugee slip 
for us, valid for the British zone. Two months ago I went back to the French 
zone again to pick up some of our property which was still there. In order to 
facilitate crossing of the French zone border, I altered my mother’s refugee paper 
by striking out my mother’s name and putting down mine instead. I have been 
in the French zone until recently because the shipping of my things lasted so long. 
Therefore, I do not possess any paper for the British zone, because I stayed only 
for a short time before this in Essen-Steckrade. I positively did not do any 
black-market dealings.” 

The court record indicates that the defendant was sentenced to arrest for the 
period of 3 weeks for loafing about pursuant to section 3, paragraph 361, of the 
German Criminal Code, and to confinement in prison for the period of 1 week for 
forging of documents pursuant to paragraph 267 of the German Criminal Code, 
the costs of the proceedings being quashed. There was no evidence of black 
marketing. 

As you know, section 3 of the Immigration Act of February 5, 1917, as amended, 
renders excludable from admission into the United States persons who have been 
convicted of, or admit having committed a felony or other crime or misdemeanor 
involving moral turpitude. 

Forgery has been held to constitute an offense involving moral turpitude within 
the meaning of this provision of law. 

In view of this fact, and as section 2 (f) of the Immigration Act of 1924, as 
amended, provides that no immigration visa shall be issued to an immigrant who 
is inadmissible into the United States, it appears that the consular officer with 
whom Mrs. Kazerski filed her visa application had no choice under the law but to 
refuse an immigration visa in her case. 

Sincerely yours, 
H. J. L’ Hevrevx, 
Chief, Visa Division. 


A translation of the certified copy of the court proceedings follows: 
{Certified copy] 
Pustic SESSION OF THE Districr Court oF THE City OF KASSEL 


K ASSEL, Nove mbe r 6,19 LA. 
Present were: Court Counsel Simon as judge. 
Court employee Kespelher as document verifier of this office. 


CRIMINAL PROCEEDINGS AGAINST KUERTEN, MARGOT, FOR LOAFING ABOUT AND 
BLACK MARKETING 


The defendant, Margot Kuerten, was brought before the court. 

Personal data: Margot Kureten, born November 14, 1927, at Bonn. 

Residence: Essen-Steckrade; occupation: Household worker. 

She was acquainted with the charges against her. The defendant was then 
questioned about her person and asked whether she wanted to state anything in 
regard to the charge, whereafter she stated the following: 

“T am living at Essen-Steckrade, where my parents and I moved from the 
French zone on July 12, 1946. My mother was in possession of a refugee slip 
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for us, valid for the British zone. Two months ago I went back to the French 
zone again to pick up some of our property which was still there. In order to 
facilitate crossing of the French zone border, I altered my mother’s refugee paper 
by striking out my mother’s name and putting down mine instead. I have been 
in the French zone until recently because the shipping of my things lasted so long. 
Therefore, I do not possess any paper for the British zone, because I stayed only 
for a short time before this in Essen-Steckrade. I positively did not do any 
black-market dealings.”” This was the defendant’s last word. 

The sentence was pronounced by reading the sentence text and citing the essen- 
tial part of the findings. 

The sentence was imposed as follows: “The defendant is sentenced to arrest for 
the period of 3 weeks for Joafing about pursuant section 3, paragraph 361, of the 
German Criminal Code, and to confinement in prison for the period of 1 week for 
forging of documents, pursuant to paragraph 267 of the German Criminal Code. 
The costs of these proceedings are quashed. The forged document is confiscated.” 

Reasons: The defendant is charged with having loafed about. According to 
her mother’s, Erna Kuerten’s, refugee slip, she was transferred as a refugee to 
Essen on July 12, 1946. Up to this date, the defendant possesses no personal 
papers vet, issued by her new residence, Essen. Allegedly she went back to her 
old residence in the French zone to pick up her things. In the meantime, on the 
occasion of a raid, she was arrested by the military police in Frankfurt. More- 
over, the defendant used the refugee slip of her mother, on which she crossed out 
her mother’s first name and birth date, and placed her own first name and birth 
date instead. With this paper, the defendant then traveled about the American 
zone. These actions constitute the offense of loafing about. Furthermore, the 
defendant is guilty of forging a document. For the former offense, an arrest for 
the period of 3 weeks was deemed fit, -whereas for the latter offense confinement 
for the period of 1 week. 

The decision in regard of the costs is based on paragraph 465 of the German 
Criminal Code. 

The defendant accepted the sentence. 

Any black-market dealings of the defendant could not be proved. 

Signed) SIMON. 
KESPELHER. 
This is a true copy of the document presented to me in original: 
KasseEL, October 13, 1950. MOLLER, 
Secretary of Court. 
Certified true translation by: 
Horst MAsLANKOWSKI, 
Interpreter, Thirty-second MP, 
Criminal Investigation Det., 
No. 20 Weimar St., Stuttgart, Germany. 


There is quoted a letter addressed by Master Sergeant Kazerski to 
Representative Francis E. Walter on December 13, 1950, regarding 
H. R. 9906, introduced by Mrs. Rogers in the Eighty-first Congress 
for the relief of the same person: 

17 SUNNYSIDE AVENUE, 
Arlington, Mass., December 13, 1950. 
Representative Francis E. WALTER, 
Committee on the Judiciary. 

HoNORABLE SrrR: Request that consideration be given to the attached bill 
H. R. 9906, which pertains to the admittance of my wife to the United States. 

I am a master sergeant with 11 years’ service in the United States Army, 9 
of which have been overseas, with 3 years and 4 months as a Jap POW as a result 
of the fall of Bataan. 

I had to wait 16 months in Germany before I finally obtained permission to 
marry my wife. All of my wife’s papers were in order, she had her military exit 
permit to leave Germany, but unfortunately was unable to obtain a visa from the 
United States State Department because of having been convicted and sentenced 
to 1 week in jail by a German court in Kassel, Germany, in November 1946, for 
having been found with an altered French refugee pass in her possession. Other- 
wise my wife’s records are clear for admittance to the United States. 

In regard to the crime committed, the State Department Visa Section, Wash- 
ington, D. C., has all the records in the case and on December 12, 1950, advised 
me to petition Congress to pass a law admitting my wife to the United States, 
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since the offense committed by my wife was done under extenuating circumstances 
described as follows: In September 1946, my wife, who was then 17 years of age, 
was told by her parents to take a refugee pass made out in her mother’s name and 
go to the French zone of Germany in order to obtain household goods and winter 
clothing which they had been forced to leave upon being evacuated from the 
French zone. There were in all nine children in the family, my wife being the 
oldest. Fuel was difficult to obtain, and so were passes to travel from one occu- 
pied zone to another. All my wife did was to line out with red crayon her mother’s 
name ‘‘Erna’”’ which was typed on the refugee pass, and to substitute ‘‘Margot”’ in 
red crayon in the place of the lined out “Erna.” With this pass my wife then 
traveled to the French zone, and after 2 weeks of waiting secured permission from 
the French authorities to ship home two boxes of clothing and household goods. 
On the return trip home to the British zone, my wife was picked up by a German 
policeman in Kassel, Germany, who saw that the refugee pass had been altered. 
She was placed in jail for 3 weeks, and then tried. She was convicted by the 
German judge to serve 1 week in jail for altering the refugee pass, and the 3 weeks 
that she had already spent in jail were charged up to vagr ancy, as the judge put 
it on the court record, “loafing about in the American zone. 

No attempt was made by the German court authorities to obtain a statement 
from my wife’s mother, or to verify her presence in the French zone. My wife 
was convicted on hearsay evidence. She did not benefit in any way from altering 
the refugee pass, she was told to do it by her parents, and her motives for doing 
it were to help her family and eight brothers and sisters. No one suffered as a 
result of altering the refugee pass, except my wife. 

According to the State Department, this offense comes under the heading of 
moral turpitude, and therefore my wife can never come to the United States, 
unless Congress passes a special law to allow her. 

I have put in 11 years of my life in the Armed Forces of the United States and 
intend to make it my life’s career. This is the first time that a situation has 
arisen that I want to ask my country to do something for me, and thai is a rela- 
tively small matter—the right to have my wife with me in the United States 
and to share a little happiness in a free country after all her unhappy years as a 
child. 

After all the difficulties I have encountered in getting married, the news that 
my wife is inadmissible to the States has just about destroyed my faith in justice. 

I would be deeply grateful for any help which may be given toward expedi<ing 
passage of this bill. ‘ 
Respectfully yours, 

FrAnK A. KAZERSKI, 
Master Sergeant, United States Army. 


A bill (S. 237) has been introduced by Senator Henry Cabot Lodge, 
Jr., for the relief of the same alien. In view of the fact that the 
committee is reporting favorably on H. R: 859 the bill S. 237 will 
be indefinitely postponed. 

The committee, after consideration of all the facts in the case, 
is of the opinion that the bill H. R. 859 should be enacted. 


O 
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FIRST LT. WALTER S. MOE, J: 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 887] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 887), for the relief of First Lt. Walter S. Moe, Jr., having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is that First Lt. Walter S. 
Moe, Jr., be relieved of all liability to pay the United States the sum 
of $1,799.29. Such sum represents a shortage in the account of the 
said First Lt. Walter S. Moe, Jr., resulting from the theft of certain 
funds on December 31, 1948, from the orderly room of the Three 
Hundred and First Installations Squadron, Three Hundred and 
First Air Base Group, Smoky Hill Air Force Base, Salina, Kans. 


STATEMENT 


It appears that on Saturday, December 31, 1948, Maj. J. W. 
Scanlan, finance officer of the Smoky Hill Air Force Base, Salina, 
Kans., entrusted $17,662.08 to First Lt. Walter S. Moe, Jr., United 
States Air Force, designated as a class A agent officer, for the purpose 
of paying the’airmen of the Twenty-second and Three Hundred and 
First Installations Squadrons. In view of the holiday week end, 
instructions were issued by the finance office to the effect that agents 
would be allowed to keep entrusted funds and payrolls until the follow- 
ing Monday, January 2, 1949, in order that all airmen might be paid, 
and the finance office would be open on the afternoon of Saturday, De- 
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cember 31, 1948, in case any agent cared to turn in his money and 
payrolls to the finance office on the afternoon of Saturday, December 
31,1948. Lieutenant Moe retained the money and payrolls entrusted 
to him by the finance officer, for the purposes of resuming payments 
on Monday, January 2, 1949. 

On Saturday, December ou 1948, Lieutenant Moe, after paying all 
airmen present, at 11:55 a. m., placed the remaining money and pay- 
rolls in a squadron safe, the Galahdandiod of which was known to two 
sergeants who had assisted Lieutenant Moe in making payments. 
Later in the afternoon of Saturday, December 31, 1948, one of the 
sergeants, Sgt. Leland L. Sears, United States Air Force, became 
involved in a drinking party and dice game, lost his money and, on 
the pretense of checking the payrolls to verify a payment for an 
airman friend, opened the squadron safe and made off with the pay- 
rolls and the unpaid money deposited in the squadron safe by Lieu- 
tenant Moe. Sergeant Sears was apprehended on or about March 17, 
1949, convicted of the theft of the unpaid money, and sentenced to 
imprisonment and dishonorable discharge. The unpaid money and 
payrolls deposited in the squadron safe and stolen by Sergeant Sears 
were not recovered. Payrolls representing payments by Lieutenant 
Moe were reconstructed, and the final pay of Serteant Sears was 
stopped and applied in reduction of the shortage in the money en- 
trusted to Lieutenant Moe. Lieutenant Moe is liable to the United 
States for the sum of $1,799.29. 

Affidavits made by Lieutenant Moe and others state that there 
was no negligence on his part and that he used every precaution pos- 
sible to safeguard these funds. The Department of the Air Force, 
in its report dated November 9, 1950, states that the enactment of 
this bill seems to involve a legislative policy which is solely within 
the province of the Congress. If, in view of the circumstances, 
Congress should decide to grant the relief sought, that Department 
would interpose no objection. The committee is of the opinion that 
Lieutenant Moe should be relieved of this liability, and recommends 
favorable consideration to this bill. 

The committee is of the opinion the Air Force might very properly 
have recommended, in a positive manner, that this officer be relieved 
of liability since the error of assigning a passer of bad checks to the 
payroll section certainly cannot be attributed to a junior officer. The 
granting of relief in this case appears only equitable. 


DEPARTMENT OF THE AIR FORCE, 
Washington, November 9, 1950. 
Hon, EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrMAn: Reference is made to your letter of June 7, 1950, 
enclosing a copy of H. R. 7838, a bill fer the relief of First Lt. Walter 8S. Moe, Jr., 
and requesting a report on the facts involved and the merits thereof, 

This bill provides that First Lt. Walter S. Moe, Jr., United States Air Force, 
be relieved of all liability to pay to the United States the sum of $1,799.29, repre- 
senting a shortage in his account resulting from the theft thereof. 

The files of this Department disclose the following facts: On Saturday, De- 
cember 31, 1948, Maj. J. W. Scanlan, finance officer of the Smoky Hill Air Force 
Base, Salina, Kans., entrusted $17,662.08 to First Lt. oo 8S. Moe, Jr., United 
States Air Force, designated as a class A agent officer, for the purpose of paying 
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the airmen of the Twenty-second and Three Hundred and First Installations 
Squadrons. In view of the holiday week end, instructions were issued by the 
finance office to the effect that agents would be allowed to keep entrusted funds 
and payrolls until the following Monday, January 2, 1949, in order that all airmen 
might be paid, and the finance office would be open on the afternoon of Saturday, 
December 31, 1948, in case any agent cared to turn in his money and payrolls to 
the finance office on the afternoon of Saturday, December 31, 1948. Lieutenant 
Moe retained the money and payrolls entrusted to him by the finance officer, for 
the purposes of resuming payments on Monday, January 2, 1949. On Saturday, 
December 31, 1948, Lieutenant Moe, after paving all airmen present, at 11:55 
a. m., placed the remaining money and payrolls in a squadron safe, the combina- 
tion of which was known to two sergeants who had assisted Lieutenant Moe in 
making payments. Later in the afternoon of Saturday, December 31, 1948, one 
of the sergeants, Sgt. Leland L. Sears, United States Air Force, became involved 
in a drinking party and dice game, lost his money and, on the pretense of checking 
the payrolls to verify a payment for an airman friend, opened the squadron safe 
and made off with the payrolls and the unpaid money deposited in the squadron 
safe by Lieutenant Moe. Sergeant Sears was apprehended on or about March 
17, 1949, convicted of the theft of the unpaid money, and sentenced to imprison- 
ment and dishonorable discharge. The unpaid money and payrolls deposited in 
the squadron safe and stolen by Sergeant Sears were not recovered. Payrolls 
representing payments by Lieutenant Moe were reconstructed, and the final pay 
of Sergeant Sears was stopped and applied in reduction of the shortage in the 
money entrusted to Lieutenant Moe. Lieutenant Moe is liable to the United 
States for the sum of $1,799.29. 

Under the act of June 3, 1916, as amended by the act of June 4, 1920 (41 Stat. 
766), Congress has ruled that officers of the Finance Department, accountable for 
public funds, may entrust moneys to other officers for the purpose of having them 
make disbursements as their agents, and the officer so entrusted shall be held 
pecuniarily responsible therefor to the United States. 

The enactment of this bill appears to involve a question of legislative policy 
which is solely within the province of the Congress. If, in view of the facts and 
circumstances, the Congress should decide to grant the relief sought, this Depart- 
ment would interpose no objection. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
EUGENE M. ZucKERT, 
Assistant Secretary of the Air Force. 


Wricut Parrerson Air Force Bass, 
Dayton, Ohio, January 8, 1951. 
To Whom It May Concern: 

I was recalled to active duty with the Air Force on December 8, 1948, after 
being on inactive duty for 3 years, and was assigned to Smoky Hill Air Force 
Base, Salina, Kans. On or about December 19, 1948, I was assigned to the 
Twenty-second Installations Squadron of that base with duty as adjutant. On 
or about December 23, 1948, I was designated as the class A pay agent for the 
Twenty-second and the Three Hundred and First Installations Squadrons since 
the previous pay agent, Lt. Walter Darden, was on temporary duty in Alaska. 
It should be mentioned that the Twenty-second Installations Squadron was 
attached to the Three Hundred and First Installations Squadron and that the 
two units worked as one, the Twenty-second being subordinated to the Three 
Hundred and First. 

At 0800 on December 31, 1948, Sgt. Leland L. Sears (the payroll clerk for the 
Three Hundred and First Installations Squadron) and I went to the base finance 
office, where I drew the funds to be paid to the squadron personnel. I was in- 
formed by the finance office that pay agents were to pay until 1200 hours on 
December 31, 1948, and to hold the remaining funds until Monday, January 3, 
1949, when many of the men would have returned from their holiday leaves. 
We were to pay these men before returning the remaining funds to the finance 
office. I then asked if the money could be kept in the finance office safe over the 
week end, and was advised that it could not. At noon on Friday, December 31, 
1948, I deposited the unpaid portion of the payroll in the squadron safe, which 
was located in the office of the commanding officer in the squadron orderly room. 
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The safe was locked, a charge of quarters was on duty, and I arranged to meet 
Sergeant Sears at 0800 the following Monday to finish paying the men. On 
Monday morning it was discovered that Sergeant Sears weg a. w. o. |. and that the 
money which had been deposited in the safe was missing. Investigation disclosed 
the fact that Sergeant Sears had been dishonorably discharged during the war 
and had served time in a Federal prison for having passed bad checks in Europe. 
He was later restored to active duty by the Secretary of War and subsequently 
assigned as payroll clerk of the Three ented and First Installations Squadron. 
The sergeant had been givén to me as a respegted artd trusted noncommissioned 
officer, and, as payroll clerk for the squadron, knew the combination to the safe. 
The squadron commander knew nothing of the man’s previous record, nor did 
anyone in the squadron. Sergeant Sears was subsequently apprehended, con- 
victed by general court martial, dishonorably discharged once again, and received 
another prison sentence. 

I had been back on active duty for about 3 weeks and assigned to the squadron 
less than 2 weeks when the theft occurred. When the finance office informed me 
that I was to hold the money over the weekend I locked it in the only safe of 
which I knew and felt that it was secure, since the safe was locked, a charge of 
quarters was to be on duty over the entire weekend, and the only persons having 
the combination were two trusted noncommissioned officers, Sergeant Sears and 
First Sgt. William K. Howard. During my previous active duty during the war, 
I served as a B-17 combat pilot and had had no administrative experience prior 
to my recall and assignment to Smoky Hill Air Force Base in December of 1948. 


Water S. Moe. Jr., 


First Lieutenant, United States Air Force. 
Strate or Onto, 


County of Montgomery, ss: 


Subscribed and sworn to before me this 8th day of January 1951 in the city of 
Dayton, county of Mongtomery, and State of Ohio. 


[SEAL] Paut M. BippinceEr, Notary Public. 
My commission expires March 5, 1953. 


STATEMENT 


I, Sgt. Homer O. Dixon, AF-13182141, Three Hundred First Installation 
Squadron, Smoky Hill Air Force Base, Salina, Kans., do hereby make the 
following statement of my own free will and volition. 

I performed duties as charge of quarters of the Three Hundred First Installation 
Squadron, Smoky Hill Air Force Base, from 1630 hours, 1 January 1949, to 0800 
hours, 2 January 1949. During this peried I performed all duties required of a 
charge of quarters, which consists of answering telephone calls, checking if per- 
sonnel were in barracks, and advising them of calls, in addition to other duties 
required. During this tour of duty, at no time did I enter the office of the com- 
manding officer of the Three Hundred First Installation Squadron, nor were any 
persons allowed to enter his office. I knew there was a safe in the commanding 
officer's office, as I had seen it in there on a previous occasion when I was detailed 
as charge of quarters. I have no knowledge of the combination of this safe. 

Further, deponent sayeth not. 

Homer O. Dixon, 
Sergeant, AF-13182141. 


Sworn to and subscribed before me this 11th day of January 1949. 


Jack M. Horaire, 
First Lieutenant, United States Air Force, Summary Court. 





STATEMENT 


I, Corp. Donald L. Swann, AF-17163662, Three Hundred and First Installa- 
tion Squadron, Smoky Hill Air Force Base, Salina, Kans., do hereby make the 
following statement of my own free will and volition. 

I performed duties of charge of quarters of the Three Hundred and First 
Installation Squadron from 0800 hours, 2 January 1949, to 1630 hours, 2 January 
1949. During the hours from 1130 to 1200 hours, this date, I was absent from the 
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orderly room for purposes of eating chow. The orderly room was empty during 
this period. I did inform the base telephone operator of my whereabouts during 
this 30-minute period in the event of any emergency calls. At no time during 
my tour of duty did I enter the office of the commanding officer, nor did I allow 
anyone to enter his office. I did not know there was a safe of any type in the 
commanding officer’s office. 
Further, deponent sayeth not. 
Donatp L. SWANN, 
Corporal, AF—17163662. 


Sworn to and subscribed before me this 11th day of January 1949. 


Jack M. Hossie, 
First Lieutenant, United States Air Force, Summary Court. 


O 
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LENA VALSAMIS AND LUCY BALOSA VALSAMIS 
APRIL 23 (legislative day, APRIL 17), 1951—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 889] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 889) for the relief of Lena Valsamis and Lucy Balosa Valsamis, 
having considered the same, reports favorablyjthereon without amend- 


ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States of Lena Valsamis and Lucy 
Balosa Valsamis. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 


GENERAL INFORMATION 


The beneficiaries of the bill are mother and daughter, 61 and 33 
years of age, respectively. The mother is a native and citizen of 
Greece and the daughter is a native of Egypt and a citizen of Greece. 
They are the mother-in-law and sister-in-law of the former Greek 
Ambassador to the United States and they have been in the United 
States in a diplomatic status as members of the household of the Greek 
Ambassador. 

A letter dated September 13, 1950, to the chairman of the Com- 
mittee on the Judiciary of the House of Representatives from the 
Deputy Attorney General with reference to H. R. 8869, which was a 
bill introduced in the Eighty-first Congress for the relief of the same 
aliens, reads as follows: 





2 LENA VALSAMIS AND LUCY BALOSA VALSAMIS 


SEPTEMBER 13, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice concerning the-bill (H. R. 8869) for the relief of Lena 
Valsamis and Lucy Balosa Valsamis. 

The bill would provide that Lena Valsamis and Lucy Balosa Valsamis shall be 
considered to have been lawfully admitted into the United States for permanent 
residence as of the date of their last entry into the United States, upon payment 
of the required head tax and visa fee. It would also direct the Secretary of State 
to instruct the quota-control officers to deduct one number each from the appro- 
priate immigration quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Lucy Balosa Valsamis, a widow, is a native and subject of Greece, 
having been born in Athens, Greece, on March 2, 1889. Her daughter, Lena 
Valsamis, is a native of Egypt, having been born in Cairo, Egypt, on August 11, 
1917, and is a subject of Greece. Mrs. Lucy Valsamis, entered United States at 
the port of New York, N. Y., on June 23, 1947, when she was admitted under 
section 3 (1) of the Immigration Act of 1924 as a member of the household of the 
Greek Ambassador. Miss Lena Valsamis entered the United States on November 
25, 1946, as a temporary visitor under section 3 (2) of the Immigration Act of 1924. 
Subsequently, in September 1947, her status was changed from that of a visitor 
to that of a member of the household of the Greek Ambassador under section 3 (1) 
of the Immigration Act of 1924. Both aliens last entered the United States at 
Buffalo, N. Y., on or about July 20, 1949, when they were returning from a 1-day 
visit to Canada. 

The records reflect that Mrs. Valsamis and her daughter, Lena, are the mother- 
in-law and sister-in-law, respectively, of Vassili G. Dendramis, former Ambassador 
of Greece to this country, who, with his wife, Mary, are the beneficiaries of the 
bill (H. R. 8868) in the present Congress. The aliens were admitted under the 
exempt status as members of the household of the Greek Ambassador, to remain 
as long as their status continued. When Mr. Dendramis terminated his service 
as Greek Ambassador to the United States on May 9, 1950, the exempt status of 
these aliens was also terminated and under the immigration laws, they are required 
to depart from this country within a reasonable time thereafter. 

Since the quota of Greece, to which Mrs. Valsamis is chargeable, and the quota 
of Egypt, to which Miss Lena Valsamis is chargeable, are oversubscribed, immigra- 
tion visas are not readily obtainable. Whether, under the circumstances in this 
case, the provisions of the general immigration laws should be waived presents 
a question of legislative policy concerning which this Department prefers not to 
make any recommendation. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General, 

A bill (H. R. 8869) for the relief of the same aliens was passed by 
the House of Representatives in the Eighty-first Congress and was 
subsequently reported favorably to the Senate by the Senate Commit- 
tee on the Judiciary, but because of the adjournment of the Senate was 
not reached on the Calendar. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 889) should be enacted. 


O 
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ATHINA MARY ONASSIS 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 890] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 890) for the relief of Athina Mary Onassis, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to expedite the naturalization of a lawfully 
admitted immigrant who is a native and citizen of Great Britain. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in London, England, on March 
19, 1929, of Greek parents. She lived in London until 1940, attended 
school in Montreal, Canada, from 1940 to 1942, at which time she 
entered the United States to continue her studies at Rose Mary Hall, 
Greenwich, Conn. After completing her studies in 1946, she returned 
to Canada and reentered the United States on December 5, 1946, as 
a quota immigrant for permanent residence. In December 1946 the 
beneficiary of the bill married Aristoteles Socrates Onassis, a native 
of Greece and a naturalized citizen of Argentina. They have a 
2-year-old United States citizen child. 

The beneficiary of the bill filed a declaration of intention to become 
a citizen on March 19, 1948. She has resided continuously in the 
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United States except for brief visits abroad, since May 27, 1942. Her 
permanent residence would be regarded as having begun on that date 
under the provisions of the bill. Inasmuch as her declaration of 
intention is now more than 2 years old; by dating her residence back 
to the time of her original entry, she may immediately file her petition 
for naturalization. The bill does not waive any of the naturalization 
requirements. 

A letter dated December 19, 1950, to the chairman of the Senate 
Committee on the Judiciary from Congressman Francis E. Walter, 
the author of the bill, with reference to H. R. 8585, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 

HovusE or REPRESENTATIVES, 
COMMITTEE ON THE JUDICIARY, 
December 19, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judictary, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: I am writing to you to request your kind coopera- 
tion in helping to secure the Senate’s favorable action on a private bill, H. R. 
8585, which I introduced earlier this year for the purpose of expediting the 
naturalization of Mrs. Athina Mary Onassis. 

Mrs. Onassis is a British-born permanent resident of the United States and the 
mother of a native-born child. She attended school in Montreal, Canada, from 
1940 to 1942 and continued her education in this country at Rose Mary Hall, 
Greenwich, Conn., where she has resided continuously since May 27, 1942. 

However, she obtained her immigration visa on December 3, 1946, and although 
she immediately filed her declaration of intention to become a citizen of this 
country, she would not be eligible for citizenship until the end of 1951. 

At this time, Mrs. Onassis, married to a citizen of Argentina, is compelled to 
travel abroad in order to settle very important family affairs and it is therefore 
that the passage of the bill which would construe her permanent residence in this 
country as beginning in 1942, is necessary. Mrs. Onassis, whom I personally 
know, is the type of person we would all gladly welcome as a citizen of this country, 

Thanking you for your courtesy and cooperation, I am, 

Sincerely, ; 
Francis E, WATER, Chairman. 

A bill (H. R. 8585) for the relief of the same alien was passed by the 
House of Representatives in the Eighty-first Congress and was sub- 
sequently reported favorably to the Senate by the Senate Committee 
on the Judiciary on December 21, 1950, but because of the adjourn- 
ment of the Senate was not reached on the calendar. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill H. R. 890 should be enacted. 


O 
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MARY VALSAMIS DENDRAMIS AND VASSILI G. 
DENDRAMIS 


APRIL 23 (legislative day, Apri 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 891] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 891) for the relief of Mary Valsamis Dendramis and Vassili G. 
Dendramis, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Vassili G. Dendramis and his wife, Mary Val- 
samis Dendramis. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are husband and wife, 67 and 43 years 
of’age, respectively. Mr. Dendramis is a native and citizen of Greece 
and Mrs. Dendramis is a citizen of Greece and a native of Egypt. 
They last entered the United States on September 7, 1949, at which 
time Mr. Dendramis was the Greek Ambassador to the United States, 
Mr. Dendramis was Ambassador from Greece to this country from 
1946 until his retirement on May 9, 1950. 

A letter dated September 13, 1950, to the chairman of the Com- 
mittee on the Judiciary of the House of Representatives from the 
Deputy Attorney General with reference to H. R. 8868, which was a 
bill introduced in the Eighty-first Congress for the relief of the same 
aliens, reads as follows: 
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SEPTEMBER 13, 1950. 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, House of Representatives, 
Washington, D. C. 

My Dear Mr. CuatrMaNn: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 8868) for the relief of 
Mary Valsamis Dendramis and Vassili G. Dendramis, aliens. 

The bill would provide that Mary Valsamis Dendramis and Vassili G. Den- 
dramis shall be considered to have been lawfully admitted into the United States 
for permanent residence as of May 25, 1946, upon payment of the required head 
tax and visa fee. It would also direct the Secretary of State to instruct the quota- 
contro! officers to deduct one number each from the appropriate immigration 
quotas, 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are citizens of Greece. Mr. Dendramis is a native of 
Greece, having been born in Amerani, Lepante, Greece, on May 9, 1883, and Mrs. 
Dendramis is a native of Egypt, having been born in Cairo on February 1, 1907. 
They last entered the United States at the port of New York via airplane on 
September 7, 1949, in official status, after a temporary visit to Greece, Mr. 
Dendramis being at that time the Greek Ambassador to the United States. They 
first entered the United States on May 25, 1946. Mr. Dendramis held the office 
as Ambassador from 1946 until his retirement on May 9, 1950, after 40 vears of 
service in the Greek Diplomatic Corps. Mr. and Mrs. Dendramis, with Mrs. 
Dendramis’ mother and sister, who are the beneficiaries of H. R. 8869, this 
Congress, presently reside in New York City, where they are apparently supported 
by Mr. Dendramis’ retirement pay and from savings. The record further indicates 
that Mr. Dendramis was married to his present wife in Buenos Aires, Argentina, 
on September 16, 1939. Individuals interviewed recommend the aliens favor- 
ably. 

Since the quota of Greece and the quota of Egypt, to which Mr. and Mrs. 
Dendramis are chargeable, respectively, are oversubscribed for many years, 
immigration visas are not readily obtainable. Whether, under the circumstances 
in this case, the provisions of the general immigration laws should be waived 
presents a question of legislative policy concerning which this Department prefers 
not to make any recommendation. 

Yours sincerely, 
PEyY?vON Forp, 
Deputy Attorney General. 


A bill (H. R. 8868) for the relief of the same aliens was passed by 
the House of Representatives in the Eighty-first Congress and was 
subsequently reported favorably to the Senate by the Senate Com- 
mittee on the Judiciary on December 18, 1950, but because of the 
adjournment of the Senate was not reached on the calendar. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill H. R. 891 should be enacted. 
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GUNTER ARNO THELEMANN 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 898] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 898) for the relief of Gunter Arno Thelemann, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to facilitate the entry into the United 
States of the son of an American citizen, Mr. Arno Thelemann, of 
Stroudsburg, Pa. 


STATEMENT OF FACTS 


Congressman Francis E. Walter, the author of the bill, submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information regarding the beneficiary of the bill and his 
parents: 


BROOKLYN 13, N. Y., September 1, 1950. 
The Honorable Francis E. WALTER, 
Representative from Pennsylvania, 
House Office Building, Washington, D. C. 

My Dear ConGrRESSMAN WALTER: In compliance with your letter of August 
28, 1950 in the Thelemann matter, I am pleased to advise you as follows: 

Gunter Arno Thelemann was born on July 18, 1930, in Germany out of wedlock. 
His father is Mr. Arno Thelemann of Fairfields, Reeders, rural delivery No. 
3, Stroudsburg, Pa., an American national by naturalization. On September 4, 
1930, Mr. Thelemann recognized his paternity before the German district court, 
Bitterfeld. Soon thereafter Mr. Thelemann legitimated his son Gunter Arno 
as is evidenced by the certificate of the said district court, dated June 30, 1950, 
and signed by the district court judge, Dr. Heinrich, under the seal of the said 
court, 
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On May 14, 1948, the wife of Mr. Arno Thelemann, Heddy Thelemann nee 
Schmale, formally adopted Gunter Arno in conjunction with her husband, as 
provided under German law. The said adoption was confirmed by the said 
court on August 15, 1949, as required under German law, thus making both, 
Heddy and Arno, his parents. 

If the said adoption had become effective prior to November 1, 1948, Gunter 
Arno could have obtained an immigration visa under the rules then effective, as 
the adopted minor child of American nationals. Because of the delay caused by 
the court’s investigation and inasmuch as the court could not determine the 
legitimation prior to June 30, 1950, because of the difficulties and disorder created 
by the war, Gunter Arno had to register under the general German immigration 
quota, delaying the issuance of a visa to him at this time. 

May I add that the grandparents of Gunter Arno are both in this country and 
that Gunter Arno himself, is left alone in Germany at a time of his life when he 
urgently needs the guiding hand of his parents. Humane considerations seem to 
demand that he be permitted to join his family here at the earliest possible moment. 

I shall be glad, my dear Mr. Congressman, if you will have the kindness to set 
the time for an interview with you in Washington, D. C., as suggested in your 
letter. 

Faithfully yours, 
Dr, Cart G. GRosSMANN. 


BROOKLYN 13, N. Y., September 27, 1950. 
The Honorable Francis E. WALTER, 
Representative from Pennsylvania, 
House Office Building, Washington, D. C. 

My Dear CoNGRESSMAN WALTER: Following vour suggestions as contained 
in your letter to Mr. and Mrs. Thelemann of the 13th instance and in pursuance 
of my letter to you of the 19th instance in the Gunter Arno Thelemann immigra- 
tion matter, may I on behalf of Mr. and Mrs. Thelemann as their attorney-in-fact 
and representative, enclose herewith the four documents containing, to my under- 
standing, the evidentiary matter necessary for further congressional action as 
indicated in your said letter. The papers submitted herewith are the following: 

(1) Exhibit A: Statement regarding naturalization of Mr. and Mrs. Arno 
R. (Heddy) Thelemann, duly sworn to by them before Justice of the Peace 
Harry Butz and dated Stroudsburg, September 25, 1950; 

(2) Exhibit B: Acknowledgment of paternity, dated Bitterfeld, June 11, 
1936, confirmed, certified, and authenticated on June 6, 1936, June 17, 1936, 
and February 10, 1949, respectively; 

(3) Exhibit C: Judicial confirmation of adoption, dated Bitterfeld, 
August 15, 1949, and exemplified on October 10, 1949; 

1) Exhibit D: Judicial confirmation reciting the legal facts in the case 
and evidencing legitimation, dated Bitterfeld, June 30, 1950, 
the latter three papers in translation, duly confirmed by me. 

I trust that the said four documents will meet the requirements in the instant 
case. If, however, you would consider it desirable or necessary that I should 
elaborate the underlying facts and the legal background of the said documents in 
a more detailed way or point out material aspects and additional facts which 
became apparent in the course of the German adoption procedure before the 
district céurt at Bitterfeld I shall be glad to do so. In this connection it occurs 
to me that it might serve a good purpose if we could confer on the matter in general 
and on these items in particular, at vour convenience. 

Hoping to hear from you, I am, my dear Congressman Walter, 

Faithfully yours, 

Dr. Cart G. Grossman. 





Exurpir A—STATEMENT REGARDING NATURALIZATION OF Mr. AND Mrs, ARNO 
R. (Heppy) THELEMANN 


We, the married couple Arno R. and Heddy Thelemann of Fairfields, Reeders, 
Rural Free Delivery No. 3, Stroudsburg, Pa., became American nationals by 
naturalization before the New York Supreme Court at Long Island City, N. Y., 
on April 3, 1936. The numbers of our naturalization certificates are 4055682 and 
4055571, respectively. 

The said naturalizations were evidenced furthermore by the United States 
Department of Justice to the German District Court of Bitterfeld in connection 
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with the adoption procedure instituted by us for Gunter Arno Rast Thelemann, as 
confirmed in a letter by the United States Immigration and Naturalization Service 
at Washington, D. C., dated July 18, 1949, reference No. C—4055571, and ad- 
dressed to me, Heddy Thelemann. A similar confirmation was issued to the said 
court on my behalf, as I, Arno R. Thelemann, understand. 


Arno R. THELEMANN, 
Heppy THELEMANN, 
STATE OF PENNSYLVANIA, 
County of Monroe, City of Stroudsburg, ss: 
Sworn to before me, the undersigned notary public, by both Mr. and Mrs. 
Arno R. Thelemann, this 25th day of September 1950. 


[SEAL] Harry Butz, 
Justice of the Peace. 
My commission expires first Monday in January 1956. 


[Translation in extract] 
Exuispir B.—ACKNOWLEDGMENT OF PATERNITY 


District JUVENILE Boarp Birrerre pn, Ju. C. IT R/194, 
Bitte rfe ld, June 11, 1936. 
The merchant Arno Thelemann of Ridgewood, Brooklyn, N. Y., has acknowl- 
edged in writing before the District Juvenile Board Bitterfeld the paternity of 
the child Rast on September 4, 1930; he is obligated for the payment of alimony 
in favor of the child Gunter Arno Rast in the amount of 33 marks per month. 
The father of the child: 
District Juvenile Board Bitterfeld: 
Signed. Arno Theleman. 
(Signed) SragEHLeR, Official Guardian. 


District Court, Guardianship Division 
Docket: Wolfen VII 950 


Judicial Confirmation, dated Bitterfeld June. 13, 1936: 
Certification, dated Bitterfeld June 17, 1936; 
Authentication by the District Police Office of Bitterfeld, dated Wolfen, Febru- 
arv 10, 1949. 
[SEAL] Signature. 
For the correctness of the translation: 
Dr. Cart G. GROSSMAN. 


Exuipitr C—IN Re Gunter ARNO THELEMANN, JUDICIAL CONFIRMATION OF 
ADOPTION 


[Translation] 
The District Court, Wolfen VII 950 
ORDER 


The adoption agreement of May 14, 1948 (reg. of the District Court, Bitterfeld, 
No. 9 I 2921/48) concluded between the married couple Arno Thelemann and 
his wife Heddy Thelemann, nee Schmale, both residing at Fairtields, Reeders, 
Post Office R. F. D. No. 3, Stroudsburg, Pa., U. S. A., on the one part, and the 
minor Gunter Arno Rast, born June 18, 1930 at Wolfen, District Bitterfeld, 
legally represented by the guardian Reinhold Rast, workingman, residing at 
Wolfen, Karl Liebknecht Strasse 12, on the other part, is herewith on motion 
judicially confirmed in simultaneous dispensation of the adopting spouses Thel 
mann from the age requirement in accordance with Section 1744, German Civi 


Code. 
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The consent of the guardianship court to the said adoption agreement was 
granted already by order of the court of May 24, 1948. 
This order is legally final. 
Bitterfeld, August 15, 1949. 
Tue Districr Court, 
(Signed) Dr. Hernricn, District Judge. 


Exemplified: Bitterfeld, October 10, 1949. 
[SEAL] (Signed) NEUMANN, Officiating Clerk of the District Court. 


To Dr. Carl G. Grossmann, 780 Saint Marks Avenue, Brooklyn, N. Y. 
For the correctness of the translation: 
Dr. Cart G. GROSSMANN, 


Exuisit D— Jupicrat CONFIRMATION RECITING THE LEGAL Facts IN THE CASE 
AND EVIDENCING LEGITIMATION 


The District Court, Docket Wolfen VII 950 
JUDICIAL CONFIRMATION 


The District Court Bitterfeld, State Saxe-Anhalt, confirms herewith that Mr. 
Arno Thelemann, born May 19, 1909, property owner of Fairfields, Reeders, Post 
R. D. No. 3, Stroudsburg, Pa., already on September 4, 1930, acknowledged 
paternity of his son Gunter Arno, born July 18, 1930, at Wolfen, District Bitter- 
feld, legitimated him a short time thereafter and adopted his said son Gunter 
Arno Thelemann jointly with his wife, Heddy Thelemann, nee Schmale, born 
October 6, 1902—both American nationals in accordance with the certificates, 
Nos. 4055682 and 4055571, by the New York Supreme Court at Long Island 
City, N. Y.— property owners of Fairfields, Reeders, Post R. D. No. 3, Strouds- 
burg, Pa., U.S. A., by virtue of the adoption agreement of May 14, 1948 (Docket 
9 I 2921/48) confirmed on August 15, 1949, by the court. The court felt obligated 
to issue this confirmation since the legitimation papers issued in 1930 were de- 
stroyed as a consequence of the war. With that legitimation and subsequent 
adoption, Gunter Arno Thelemann acquired the legal status of a legitimate child 
of the married couple Arno and Heddy Thelemann. Ii is furthermore confirmed 
that the parents and grandparents of Gunter Arno Thelemann are residents in 
Pennsylvania. 

Bitterfeld, June 30, 1950. 

The Disrrict Court, 

[SEAL] (Signed) Dr. HeInricn, 

District Court Judge. 

For the correctness of the translation: 

Dr. Cart G. GROSSMANN, 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 898) should be enacted. 


O 








Calendar No. 250 


82p CONGRESS SENATE REPORT 


Ist Nession | No. 268 


TARO TAKARA 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany H. R. 1111] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1111) for the relief of Taro Takara, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to facilitate the entry into the United 
States of a minor child of the Japanese race residing on Okinawa 
Island as the child of Lt. Rav L. Begeman, who will adopt the child 


upon its admission into the United States. 
STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated October 18, 1950, to the chairman of the Committee on the 
Judiciary of the House of Representatives from the Deputy Attorney 
General with reference to H. R. 7681, which was a bill introduced 
in the Eighty-first Congress for the relief of the same alien: 

OcTORBER I8. 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHatrRMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 7681) for the relief of Taro 
Takara. 

The bill would provide that section 13 (c) of the Immigration Act of 1924, 
amended, relating to the exclusion from the United States of persons of races in- 
eligible to citizenship, shall not apply to Taro Takara, mi! 


ior child of Japanese 
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parents, residing on Okinawa Island, and that he shall be considered to be the 
natural-born child of Ray L. Begeman, first lieutenant, United States Air Force, 
and his wife, Mrs. Bette L. Begeman, United States citizens residing in San 
Antonio, Tex. 

The files of the Immigration and Naturalization Service of this Department 
contain statements of Lt. and Mrs. Ray Begeman, of San Antonio, Tex., which 
indicate that Taro Takara is a boy of the Japanese race who was born in Raha, 
Okinawa, on October 25, 1937, and is presently residing on that island. Lieutenant 
Begeman first met the child on Okinawa in 1947 while serving there in the United 
States Army Air Force. His father is said to have been killed during the bombing 
of the island in World War II, and his mother disappeared in 1940, leaving five 
children, who have become the legal wards of their uncle, Usa Takara. Lieutenant 
Begeman stated that, with the aid of an interpreter from the military government 
in Okinawa, papers were executed by Taro Takara’s brother, uncle, and aunt, on 
June 15, 1948, which had the effect of authorizing his adoption by the Begemans. 

Mr. and Mrs. Begeman have stated that if Taro Takara is permitted to enter 
the United States for permanent residence, they intend to legally adopt him 
according to the laws of this country. They are presently sending him clothing, 
food, and school supplies each month. Lieutenant and Mrs. Begeman are citizens 
of the United States, and they have one child, Karen Leigh Begeman, born in 
San Antonio, Tex., on February 21, 1950. Their permanent residence is in South 
Bend, Ind., where they are buying a home, though he is presently stationed in 
San Antonio, Tex., as a member of the United States Army. His income is 
approximately $435 a month, after deductions for income tax and insurance 
policies. 

Taro Takaro, being of the Japanese race, is ineligible for citizenship, and is 
therefore inadmissible to the United States for permanent residence under section 
13 (c) of the Immigration Act of 1924. In the absence of general or special 
legislation he will be unable to enter the United States for such residence and 
ultimate adoption. Under the terms of the bill, he would be eligible for the 
issuance of a nonpreference visa as a native of Okinawa, of the Japanese race. 

Whether under the circumstances in this child’s case the provisions of the 
immigration laws should be waived, presents a question of legislative policy 
concerning which the Department of Justice prefers not to make any recom- 
mendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain numerous letters and affidavits in connection with 
the bill, among which are the following: 


TWENTY-SIXTH FIGHTER SQUADRON, 
APO 235, Care of Postmaster, San Francisco, Calif., October 23, 1950. 
Hon. Francis E. WALTER, 
Chairman, Judiciary Committee, Subcommittee No. 1, _ 
Immigratiion and Naturalization, Washington, D. C. 


Dear Srr: As a member of the Armed Forces on Okinawa since January of 
this year, I have become acquainted and deeply interested in the case of one 
Kotaro Takara, an Okinawan orphan, who is now 14 years of age. 

In the interest of American ideals and the American way of life, and as a 
registered voter of Dauphin County, Pa., I urge you and the committee of which 
you are chairman, give every possible consideration to H. R. 7681, a bill to 
provide for the relief of one Taro Takara, dated March 13, 1950. 

Thank you very much for your most kind and considerate attention in this 
matter. 

Respectfully, 
Davin J. Guipo. 
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Business MEN’s AssuRANCE Co. oF AMERICA, 
Kansas City, Mo., November 20, 1950. 
Hon. FrRANK FELLOws, 
Committee on the Judiciary, 
Subcommittee No. 1, Immigration and Naturalization, 
Washington, D. C. 

Dear Mr. FEtiLows: My son, Kenneth, an officer in the Air Force, became 
very well acquainted with Lieutenant Begeman during a tour of duty at Randolph 
Field. 

Through this acquaintance he became interested in Lieutenant Begeman’s 
efforts to bring the Okinawa orphan to the United States and adopt him as his son. 

In addition to the attached photostat of article, the following information has 
been given regarding this bill: 

“The bill, which was introduced by Mr. T. C. Crook, Representative of Indiana, 
on March 13, 1950, provides that section 13 (c) of the Immigration Act of 1924, 
as amended, shall not apply to the alien Taro Takara and the said Taro Takara 
shall be held to be the natural-born son of Lt. and Mrs. Ray L. Begeman. It is 
now pending investigation in the Committee on the Judiciary and it is known as 
H. R. 7681, a bill for the relief of Taro Takara, dated March 13, 1950.” 

Because of my personal interest in the matter, I am writing to express the 
hope that the necessary measures will be passed at the coming session of Congress 
to give this orphan boy a good home. 

Sincerely, 3. C. Hiapox. 


Lieutenant Begeman’s letter reads as follows: 

San Antonio 9, Tex., May 27, 1950. 
COMMITTEE ON THE JUDICIARY, 
Congress of the United States, House of Representatives, Washington, D. C. 

Dear Stirs: For your information and consideration I am enclosing a news- 
paper article relative to the above subject and a letter received this date from 
Taro Takara. 

Attention is invited to the knowledge of the English language reflected in this 
letter, his spelling, his choice of words, and the fact that this 12-year-old boy has 
been forced to terminate his schooling and go to work. 

Gentlemen, my wife and I pray that you will realize the importance of each 
passing day as concerns the happiness, security, and future of our family and the 
future of this fine young boy who has been innocently orphaned by World War II. 

May I urge you, with all my heart, to recommend passage of the above-men- 
tioned bill at the earliest possible date. 

Please return the enclosed papers when they have served their purpose. 

Sincerely, 
Ray L. BEGEMAN, 
First Lieutenant, United States Air Force. 


Senator Homer E. Capebart has introduced in the Senate a bill, 
S. 577, for the relief of the same child. In view of the fact that the 
committee is reporting favorably on H. R. 1111, the bill S. 577 will 
be indefinitely postponed. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1111) should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1117] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1117) for the relief of Kimiko Shibuya, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the 
United States of the Japanese fiancée of a citizen of the United States 
and an honorably discharged veteran of World War II in order to 
marry said citizen of the United States and to thereafter reside in the 
United States. 

STATEMENT OF FACTS 


Congressman Thomas Fugate, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and urged the enactment of the bill, stress- 
ing the fact that the citizen fiancé, because of his modest means, is 
unable to travel to Japan to marry his fiancée and gain the benefits 
of legislation providing for the admission into the United States of 
racially ineligible spouses of honorably discharged veterans. 

In addition, Congressman Fugate submitted the following docu- 
ments in support of the bill: 








ho 


KIMIKO SHIBUYA 


CERTIFICATE 
OcToBER 31, 1950. 
Name in full: Shibuya Kimiko. 
Date of birth: December 20, 1925. 
Sex: Female. 
Nationality: Japanese. 
Present address: No. 5, Fukakusadori-machi, Fushimi-ku, Kyoto-shi. 
This is to certify by the Identification Section, Headquarters of National 
Rural Police, that the person described above has no criminal record in police. 
T. NAKAHARA, 
Senior Superintendent, Chief Identification Section, Criminal Investigation 
Division, Headquarters of National Rural Police. 


Damascuvs, VA., February 15, 1951. 
This is to certify that I, Wilburn L. Rash, of Damascus, Va., am 23 years old, 
am employed by Lincoln Industries, Inc., of Damascus, Va., that I served 4 years 
in the Army, 39 months of which were spent in Japan. I further state that I am 
willing and ready to marry Miss Kimiko Shibuya, and will support her. 
' 


Wixtpurn L. Rasa. 


STATE OF VIRGINIA, 
County of Washington, to wit: 


I, E. G. Bishop, a notary public in and for the said county and State aforesaid, 
do hereby certify that Wilburn L. Rash whose name is signed to the foregoing 
statement, has this day acknowledged the same before me. 

Given under my hand and seal this the 15th day of February 1951. 

My commission expires 4/28/52. 

[SEAL] E. G. Bisuop, Notary Public. 





Tse Bank or Damascus, INc., 
Damascus, Va., November 16, 1950. 
To Whom It May Concern: 

This is to certify that Wilburn L. Rash, of Damascus, Va., opened a checking 
account at this bank in November 1946, and has kept an account with us ever 
since. 

The account is not a large one, but it is very satisfactory, and we have always 
found Wilburn reliable in his dealings with us. 

Yours very trulv, 
J. H. Meaps, Cashier. 


LINCOLN INDUSTRIES, INC., 
Damascus, Va., November 8, 1950. 
To Whom It May Concern: 

This is to certify that Wilburn Lester Rash has been employed by this company 
for the past 8 months, and that his work has been satisfactory and his behavior 
excellent. 

W. G. Werth, Jr., 
Personnel Director. 


[Copy of deed] 


This deed, made and entered into tnis the 6th dav of October 1949, bv and 
between George W. Rosh sd wife, Ruth Rash, parties of the first part; and Wil- 
burn L. Ras), his heirs or assigns, partv of the second part: 

Witnesseth: That for and in consideration of the sum of eight hundred dollars 
($800), cash paid in hand, receipt of which is herebv acknowledged, the parties 
of the first part have tris dav bargained and sold and by these presents do hereby 
transfer and convey in fee simple to the partv of the second part, his heirs or 
assigns, that certain treet or p»reel of land, situate in fourth civil district of John- 
son County, Tenn., being sxme property conveved to George W. Rash by John 
Lunsford, by deed dated February 7, 1948, and of record in the register’s office 
of Johnson County, Tenn., in deed book, volume 58, page 514, and more par- 
ticularly bounded and described as follows: 
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Beginning on a stake on a line of the V. I. C. & C. Co., below the dwelling 
house, corner to Will Jenkins, with his line, 8. 40% E. 73 poles to a stake with 
black pine pointers, on top of the mountain; with main top of mountain, N. 71 E. 
30 poles to a stake; with main top of mountain and Brown’s line, N. 64 E. 30 poles 
to a stake; then 54 E. with Brown’s line and top of mountain 46 poles to a stake; 
with top of mountain and Brown’s line, N. 37 E. 18 poles to a stake; N. 32 E. 20 
poles to a stake, corner to Matilda Morefield; with her line, N. 76 W. 10 poles toa 
stake, her corner on main top of ridge; with main top of ridge, and Tilda More- 
field’s line, the following deg grees and distances: N. 81 W. 8 poles; N. 8744 W. 16 

oles; N. 61% W. 8 poles; S. 68 W. 9 poles; west 10 poles, to a stake, Matilda 
Morefield’s corner; South about 70 West, with main top of ridge, 72 poles to a 
bunch of chestnuts Sprouts; thence S. 7044 W. 18 poles to a stake; then N. 75% 
W. 25 poles to a stake on a line of the V. I. C. & C. Company; then with their line 
a southwest course, 24 poles to the beginning, containing by surface measurement, 
68 acres, be the same more or less. 

Excepting, always, from the above conveyance the right to all minerals and 
usual paeion getvia ges, for the use of the Virginia, Tennessee and North Carolina 
Steel & Iron and their successors. 

To have and to hold, said tract or parcel of land with the appurtenances, estate, 
title, and interest thereto belonging to the party of the second part, his heirs or 
assigns, forever. 

Parties of the first part covenant with the party of the second part, his heirs or 
assigns that they are lawfully seized and possessed of said tract or parcel of land 
in fee simple; have a good title to same and a good and lawful right to convey it 
and it is unencumbered. They further covenant with the party of the second 
part, his heirs or assigns, that they will warrant and defend the title herein con- 
veyed against the lawful claims of all persons whomsoever. 

Witness our hands this the date above written. 

GEORGE W. Rasu, 
Rutu Rasu. 


STATE OF TENNESSEE, 
Johnson County: 

Before me, Fred Thomas, a notary public for and within the State and county 
aforesaid, this day personally appeared George W. Rash and wife, Ruth Rash, 
the within-named bargainors, with whom I am personally acquainted, and who 
acknowledged the execution of the foregoing deed for the purpose therein contained. 

Witness my hand and official seal at office in Laurel Bloomery, Johnson County, 
Tenn., this the 6th day of October 1949. 

My commission expires April 16, 1952. 

[SEAL] Frep Tuomas, Notary Public. 


STATE OF VIRGINIA, 
County of Washington, to wit: 


I, E. G. Bishop, a notary public in and for the county and state aforesaid do 
hereby certify that the above is a true and correct copy of a deed presented to me 
by Wilburn L. Rash this the 18th day of November 1950. 

Given under my hand and seal this 18th day of November 1950. 

My commission expires April 28, 1952. 


[SEAL] E. G. Bisnop, Notary Public. 


[Copy of deed] 


This deed, made this the Ist day of November 1950 by and between Harley 
Rash and Ethel Rash, husband and wife, parties of the first part, and Wilburn 
Lester Rash, party of the second part: 

Witnesseth: That for and in consideration of the sum of two thousand ($2,000) 
dollars, cash in hand paid, the receipt of which is hereby acknowledged, the 
parties of the first part do hereby sell, grant and convey unto the party of the 
second part, with covenants of general warranty and freedom from all encum- 
brances, a certain tract or parcel of land located in the town of Damascus, Wash- 
ington County, Va., and described as follows: 

Beginning at a stake on the north side of Highway No. 91, a corner to Ernest 
Widener; thence with the said highway in an easterly direction 76 feet to a post by 
a drainage ditch, a corner to Walter F. Swift; thence with Swift’s line N. 17 E. 
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104 feet to a post at the edge of Laurel River; thence with said river N. 70 W. 76 
feet to a corner to Ernest Widener; thence with Widener’s line 8. 17 W. 100 feet 
to a point of beginning, and being the same land conveyed to Harley Rash and 
Ethel Rash by Lettie Taylor Shephard, unmarried, by deed dated the 9th day of 
Januarv 1950 and recorded in deed book 242, at page 330, in the clerk’s office of 
Washington County, Va. 
Witness the following signatures and seals: 
Haruey Rasu. 
Erxet Rasu. 


STATE OF VIRGINIA, 
County of Washington, to wit: 

I, E. G. Bishop, a notary public in and for the county aforesaid, in the State of 
Virginia, do hereby certify that Harley Rash and Ethel Rash, husband and wife, 
whose names are signed to the writing above bearing date on the Ist day of 
November 1950, have this day acknowledged the same before me in my county 
aforesaid: 


My commission expires April 28, 1952. 
Given under my hand this the 16th day of November 1950. 
E. G. Bisuop, Notary Public. 
STATE OF VIRGINIA, 
County of Washington, to wit: 


This is to certify that I, E. G. Bishop, a notary public in and for the county 
aforesaid in the State of Virginia, do hereby certify that the foregoing is a true 
and correct copy of a deed presented to me by Wilburn L. Rash this the 24th day 
of November 1950. 


My commission expires April 28, 1952. 
[SEAL] E. G. Bisuop, Notary Public. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1117) should be enacted. 


Oo 
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McCarran, from the Committee on the Judiciary, submitted 


the following 
REPORT 
{To accompany H, R. 1121] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 1121) for the relief of Chin Yok Kong, having considered the 
same reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the minor alien child of a United 
States citizen to enter the United States as a nonquota immigrant, 
which is the status normally enjoyed by alien minor children of 
citizens of the United States. 


STATEMENT OF FACTS 


Congressman Porter Hardy, Jr., the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement: 


On January 8 I introduced the bill H. R. 1121 for the relief of Chin Yok Kong, 
providing that, in the administration of the immigration and naturalization laws, 
the provisions of section 4 (a) of the Immigration Act of 1924 be held to be 
applicable to the alien referred to above. 

Prior to introducing this legislation I had considerable exchange of corre- 
spondence and numerous conversations with the Department of State and the 
Immigration and Naturalization Service about the case. Both of these agencies 
were cooperative in seeking a legal method by which this boy might be admitted, 
but final answer was that legislation would be required. 

Indicative of the feeling of the State Department here is a copy of letter from 
H. J. L’Heureux, Chief, Visa Division, Department of State. It oceurs to me 
that with this official communication you may be able to consider this bill and 
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report it favorably without the necessity of requiring a report from the Depart- 
ment. I hope you may be able to follow this course and that the bill may be 
promptly scheduled and favorable action taken. 


The letter from Hervé J. L’Heureux, the Chief of the Visa Division 
of the Department of State, referred to in the statement of Congress- 
man Hardy, reads as follows: 


DEPARTMENT OF STATE, 


Washington, December 21, 1950. 
Hon. Porter Harpy, Jr., 


House of Representatives. 


My Dear Mr. Harpy: I refer further to your interest in the visa case of Chin 
Yok Kong, the 9-year-old son of Mr. Chin Koon Fon, 309 Market Street, Norfolk, 
Va., which you recently discussed with Mr. Allen B. Moreland, the State Depart- 
ment congressional liaison officer, and also with a member of the Visa Division. 

The Department has every sympathy for Mr. Chin in his anxiety for his son. 
Unfortunately, there is nothing that the Department can do, either to obtain 
an extension of his stay in Taiwan (Formosa) or to expedite the granting of an 
immigration visa for his immigration into the United States. The length of 
time he may remain in Taiwan is a matter entirely within the jurisdiction of the 
appropriate authorities there, 

Concerning the lad’s immigration into the United States, it is impossible even 
to approximate when a quota number will be available for his use. The Chinese 
racial quota, to which he is chargeable, is 105 annually. All numbers under the 
quota for this fiscal year ending June 30, 1951, have been exhausted. Moreover, 
a portion of the Chinese racial quota has been mortgaged for several years ahead 
as a result of demands for quota numbers from applicants who have qualified 
for immigration into the United States under the Displaced Persons Act of 1948, 
as amended, and as a result of adjustments of status made in hardship cases of 
aliens in the United States pursuant to the provisions of section 19 (c) of the 
Immigration Act of February 5, 1917. In addition, there is a waiting list of 
qualified applicants chargeable to the Chinese quota who have been registered 
for some time. 

In view of the foregoing, it will be appreciated that a person in the situation of 
Mr. Chin’s son cannot hope to have his case processed for an indefinite period of 
time. 

I am indeed sorry that I cannot give you more encouraging information regard- 
ing this boy’s prospects for immigrating into the United States. I can only 
assure you that his case will be accorded as prompt consideration as the quota 
limitations of our immigration laws permit. 

Sincerely yours, 
H. J. L;Hevrevx, 
Chief, Visa Division. 

Senator Harry F. Byrd submitted to the Senate Committee on the 
Judiciary the following letter dated March 22, 1951, from Congressman 
Hardy containing additional facts in the case: 


CONGRESS OF THE UNITED STATEs, 
House oF REPRESENTATIVES, 
Washington, D. C., March 22, 1951. 
Hon. Harry F. Byrp, 
Senate Office Building, Washington 25, D. C. 

Dear Senator: I am enclosing copy of my private bill for the relief of Chin 
Yok Kong. This was passed by the House on Tuesday of this week. I believe 
this to be a deserving case and would like to give you briefly the situation as I 
know it. 

This child is a 9-year-old boy. The last I heard of him he was on Formosa 
trying to get a visa under the quota in order to join his parents in Norfolk. He 
was on Formosa for only a temporary stay there, and in all probability he has 
now been returned to stay with his grandmother in Hong Kong. They came 
originally from some other part of China, but the grandmother went to Hong 
Kong to avoid remaining in Communist-controlled territory. 

The father of this boy, Chin Koon Fon, owns a restaurant in Norfolk. He is 
a citizen and acquired citizenship through his father who was born in this country. 
Chin’s wife came to the United States about a vear ago because of his citizenship, 
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but under our immigration laws the child was not permitted to come in. My 
bill makes it possible for this child to come over. 

If there is any further information you need on this case, I shall try to supply 
it. It goes without saying that I shall be grateful for your assistance in having 
the matter approved by the Senate. 

Sincerely yours, 
Porter Harpy, Jr. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1121) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 1150] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1150) for the relief of Mario Pueci, Giacomo Favetti. Giuseppe 
Omati, Vincenzo Andreani, Lambruno Sarzanini, and Alessandro 
Costa, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THF BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to six Italian aliens possessing special skills. 
The bill provides for appropriate quota de ductions and for the pay- 
ment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are all expert granite and marble 
workers whose services are said to be vitally needed in such industries 
in New England. They are all natives and citizens of Italy who last 
entered the United States in 1947 and 1948 as te mporary visitors to 
perform work in the granite and marble industry in Vermont. The 
pertinent facts in the case are contained in the following letters ad- 
dressed to the chairman of the Committee on the Judiciary of the 
House of Representatives from the Department of Justice with refer- 
ence to similar bills which had been introduced in the Eighty-first 
Congress for the relief of the same aliens: 
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‘ : AprRIL 14, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CaHarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 6500) for the relief of 
Mario Pucci. 

The bill would provide that, for the purposes of the immigration and natural- 
ization laws, Mario Pucci shall be deemed to have entered the United States for 
permanent residence as of July 29, 1948, and it would also instruct the Secretary 
of State to deduct one number from the current quota for Italy. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mario Pucci is a native and citizen of Italy, having been born in that 
country on March 2, 1912. Coming from Italy, he arrived in the United States 
at the port of New York on July 29, 1948, when he was admitted as a temporary 
visitor until January 29, 1949, under section 3 (2) of the Immigration Act of 1924. 
He was destined to the Barre Granite Association, Inc., Barre, Vt., as a skilled 
granite sculptor under an exemption from the alien contract labor laws. He has 
remained in the United States longer than permitted but proceedings to enforce 
his departure were ordered held in abeyance pending consideration of the instant 
bill. 

According to the alien’s statement, upon his arrival at Barre, Vt., he was as- 
signed by the Barre Granite Association, Inc., to Buttura & Sons Granite Co. for 
employment as a skilled granite carver, where he continues to be employed at a 
salary of $70 per week. He stated that he has no children, but that his wife 
resides in Italy and it is his intention to bring her to the United States if he is 
permitted to remain here permanently. His employers stated that they desire to 
employ him as long as his services are available to them, that he is a good worker, 
and has never been a source of any trouble among otheremployees, Other persons 
interviewed spoke favorably of him. 

The quota of Italy, to which Mr. Pucci is chargeable, is oversubscribed for 2 
years and an immigration visa is not readily obtainable. The record in his case, 
however, fails to present any facts which would justify granting him a preference 
over other nationals of Italy who desire to obtain the economic and other benefits 
of permanent residence in the United States for themselves and their families 
but who, nevertheless, in compliance with the general law, remain abroad and 
await their turn for immigration visas. To enact this bill, granting him a prefer- 
ence under the circumstances in his case, would tend to encourage others to seek 
exemption from the quota requirements of the immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 


- . % 
Yours sincerely, 


Peyton Forp, 
The Assistant to the Attorney General. 


Aprit 3, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6208) for the relief of Giacomo 
Favetti. 

The bill would provide that, for the purposes of the immigration and naturali- 
zation laws, Giacomo Favetti shall be deemed to have entered the United States 
for permanent residence as of August 16, 1948, and it would also instruct the 
Secretary of State to deduct one number from the current quota for Italy. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Giacomo Favetti is a native and citizen of Italy, having been born 
in that country on August 6, 1891. Coming from Italy he entered the United 
States at the port of New York on August 17, 1948, when he was admitted as a 
temporary visitor until November 16, 1948. (It is noted that the bill would 
establish his entry as of August 16, 1948.) His request for an extension of stay 
was granted until August 10, 1949, conditioned upon the filing of a departure 
bond in the amount of $500, and he was also granted permission to accept em- 
ployment as a consultant with the Vermont Marble Co. during that pariod. His 
temporary stay was later extended until February 15, 1950. 
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The files further reflect that, according to the alien’s statement, he was married 
in Italy in 1921, his wife and two adult children are presently residing in Italy 
and that since he and his wife have been separated for approximately 20 years, 
it is not his desire to bring her here should he be permitted to remain in the 
United States permanently. He further stated that since about 1938 he and 
Miss Susie (Asunta) Comi, who claims to have been born in the United States in 
1902, have lived together as husband and wife, and that when she came to the 
United States in April of 1948, he followed her within a few months. Miss Comi 
stated that she had been married, but though she has been legally separated from 
her husband since 1931 she was unable to secure a divorce in Italy, under the 
Italian law. Both of them claim that they came to the United States hoping to 
obtain their divorces in this country, since according to the law they were unable 
to do so in Italy, so that they may be married and legalize their relationship. 

According to Mr. Favetti, after his father’s death he and his brothers operated 
the family’s marble quarry at Aurisina, Italy, but that due to the failure of the 
bank through which the company had been obtaining financial assistance, he, 
himself, became bankrupt. Since that time he has been supporting himself as a 
marble salesman and consultant, and claims that in 1934 he had perfected a process 
for cutting very thin sheets of marble, but that the war interfered with the 
sale of his invention. He also stated that in addition to coming to the United 
States to legalize his relationship with Miss Comi, he wanted to present his 
ideas regarding marble cutting to companies here and that he has been employed 
by the Vermont Marble Co., Proctor, Vt., since February 1949 as a consultant at 
a salary of $500 per month. The vice president of the Vermont Marble Co. 
stated that Mr. Favetti is directing the installation of a wire saw in one of the 
quarries, which will inaugurate a new procedure in the American marble quarries, 
although it has been used commonly in European quarries for a number of years. 
Persons acquainted with the alien, who were interviewed, spoke favorably of him. 

The quota of Italy, to which Mr. Favetti is chargeable, is oversubscribed for a 
period of 2 years and an immigration visa is not readily obtainable. The con- 
siderations presented in his case, however, do not appear to justify special legisla- 
tion granting him a preference over others in his country who desire to come to the 
United States but who await their turn to enter legally as permanent residents. 

Accordingly, the Department of Justice is unable to recommend enactment 
of this bill. 

Yours sincerely, 
Prytron Forp, 
The Assistant to the Attorne yu Ge re ral. 





SEPTEMBER 29, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuHairMan: This is in response to your request for the views of 
the Department of Justice with respect to the bill (H. R. 6496) for the relief of 
Giuseppe Omati, an alien. 

The bill would provide that, in the administration of the immigration laws, 
Giuseppe Omati shall be considered to have been lawfully admitted to the United 
States for permanent residence as of September 6, 1947. It would also direct the 
Secretary of State to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that Giuseppe Omati is a native and citizen of Italy, having been born in that 
country on August 20, 1900. He last entered the United States at the port of 
New York on September 6, 1947, and was admitted as a temporary visitor to 
November 15, 1947, under section 3 (2) of the Immigration Act of 1924 to work 
as a skilled granite carver for the Valz Granite Co., Barre, Vt., under a waiver 
of the alien contract labor laws. An application for an extension of stay was 
denied on the ground that the alien’s employment appeared to be a continuing one 
and permanent in nature. However, it was then directed that, effective upon 
his departure from the United States, a waiver of the excluding provisions of the 
immigration laws pertaining to contract labor be granted and that the Valz 
Granite Co. be permitted to import the alien for employment as a skilled granite 
carver, provided his entry into the United States was effected within 6 months 
after the date of the order. The granting of such permission was based upon the 
certification of the United States Employment Service, Washington, D. C., in 
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July 1948, as to the nonavailability of domestic labor of the type required. He 
has been permitted to remain in the United States pending consideration of the 
instant bill. 

The alien is married and his wife resides in Italy. He has stated that if he is 
permitted to remain in the United States he intends to bring his family to this 
country. His present weekly salary with the Valz Granite Co. is $77.50. One 
of the partners of the said company and other persons who were interviewed 
spoke well of the alien. 

The quota of Italy, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. The record, however, fails to present 
any facts which would justify enactment of special legislation granting him a 
preference over other persons chargeable to the quota for Italy. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
PryToN Forp, 
Deputy Attorney General. 


Aprit 21, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6498) for the relief of Vincenzo 
Andreani, an alien. 

The bill would provide that Vincenzo Andreani shall be deemed to have entered 
the United States as a permanent resident on July 29, 1948. It would also instruct 
the Secretary of State to deduct one number from the appropriate immigration 
quota, 

The files of the Immigration and Naturalization Service of this Department 
disclose that Vincenzo Andreani is a native and citizen of Italy, having been born 
in Massa Carrara, Italy, on October 14, 1897. He came to the United States 
from Italy and entered at the port of New York on July 29, 1948, when he was 
admitted as a temporary visitor under section 3 (2) of the Immigration Act of 
1924, until July 29, 1949. He was destined to the Barre Granite Association, Inc., 
at Barre, Vt., under an exemption from the alien contract labor laws, as a skilled 
granite carver and sculptor. Proceedings to enforce his departure were ordered 
held in abeyance pending consideration of this bill. 

The files further reflect that the alien’s wife and two sons reside in Italy. He 
stated that his sons are employed and that he supports himself and his wife from 
his earnings of $77.50 weekly at the Northern Granite Co., at Barre, Vt., where he 
is employed as a granite carver and sculptor. He also stated that upon his arrival 
in Barre he was assigned by the Barre Granite Association, Inc., to the Marr & 
Gordon Co., but that following reorganization and removal of paint facilities, he 
was assigned to the Northern Granite Co. The foreman of the Northern Granite 
Co. spoke favorably of the alien’s industry and skill. Other individuals inter- 
viewed spoke favorably concerning his character and loyalty. Mr. Andreani 
stated that if permitted to remain in the United States he intends to bring his 
wife to this country and to become an American citizen, 

The quota of Italy, to which the alien is chargeable, is oversubscribed for 2 
years and an immigration visa is not readily obtainable. The record, however, 
fails to present considerations sufficient to justify the enactment of special legis- 
lation granting him a preference over other nationals of Italy, who are awaiting 
an opportunity to come to this country for permanent residence. Furthermore 
to enact this bill would encourage other nationals of countries whose quotas are 
oversubscribed to enter this country as visitors in the hope that they would be 
able to adjust their status to permanent residence after entry. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 
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OcroseR 10, 1950. 
Hon. EMaNvet CEeLuer, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuairMan: This is in response to vour request for the views of 
the Department of Justice with respect to the bill (H. R. 6499) for the relief of 
Lambruno Sarzanini, an alien. 

The bill would provide that, in the administration of the immigration laws, 
Lambruno Sarzanini, shall be considered to have been lawfully admitted to the 
United States for permanent residence as of July 29, 1948. It would also direct 
the Secretary of State to instruct the quota-control officer to deduct one number 
from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien, who is married, was born in Carrara, Italy, on October 30, 
1912. He is a citizen of Italy, of the Italian race, and a sculptor by occupation. 
He last arrived in the United States at the port of New York on July 29, 1948, 
and was admitted under section 3 (2) of the Immigration Act of 1924 as a tempo- 
rary visitor, destined to the Barre Granite Association, Inc., of Barre, Vt., as a 
skilled sculptor under an exemption from the excluding provisions of the alien 
contract labor law. Upon his arrival at Barre, he was assigned by the Granite 
Association to the Rock of Ages Granite Co., at Northfield, Vt., for employment 
as a skilled granite sculptor and instructor. Such employment continues at a 
present weekly salary of $77.50, out of which he supports himself and two children, 
who reside in Italy. At his place of employment he is also engaged ds an instructor 
in art and sculpture in the apprentice-training program of the plant. 

The alien has stated that he desires to remain permanently in the United States 
and to become a citizen of this country. His ultimate hope is to bring his wife and 
children here. His employer was interviewed and commended the industriousness 
of the alien, and others interviewed all spoke well of him. 

Inasmuch as Lambruno Sarzanini was only admitted as a temporary visitor 
under a waiver of the alien contract labor law, he cannot be permitted to remain 
permanently in this country. Therefore, if he desires to enter the United States 
for permanent residence, he must depart and await his turn abroad for the issuance 
of a quota immigration visa chargining him to the quota of the country of his birth. 

The quota of Italy, to which the alien is chargeable, is oversubseribed and an 
immigration visa is not readily obtainable. However, the record fails to present 
facts or reasons of sufficient importance to justify enactment of special legislation 
granting him a preference over other persons chargeable to the quota for Italy. 

Accordingly, this Department is unable to recommend enactment of the bill. 
Yours sincerely, 
PETER CAMPRELL Brown, 
Acting Deputy Attorney Gene ral. 


Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Mr. Dear Mr. CHatrRMAN: This is in response to your request for the views of 
the Department of Justice with respect to the bill (H. R. 6501) for the relief of 
Alessandro Costa, an alien. 

The bill would provide that, in the administration of the immigration laws 
Alessandro Costa shall be considered to have been lawfully admitted to the 
United States for permanent residence as of July 29, 1948. It would also direct 
the Secretary of State to deduct one number from the appropriate immigration 
quota. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien is a native and citizen of Italy, having been born in Massa 
Carrara, Italy, on September 2, 1895. He last entered the United States at the 
port of New York on July 29, 1948, and was admitted under an exemption from 
the alien contract labor laws, as a temporary visitor to January 29, 1949, under 
section 3 (2) of the Immigration Act of 1924, to work for the Barre Granite 
Association, Inc., Barre, Vt., as a skilled granite carver, and instructor-sculptor. 

The alien has stated that upon his arrival at Barre, Vt., he was assigned by the 
Barre Granite Association to the Desilets Granite Co. of Montpelier, Vt., as a 
sculptor and an instructor of sculptoring of granite. He is still employed by the 
last-named company and receives a weekly salary of $82.50. He is married, and 
his wife and three children live in Italy and he claims that he supports the wife and 
a dependent daughter. He has admitted that he desires to remain in the United 
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States permanently and to proceed toward citizenship and, if permitted to remain 
here, he plans to bring his wife to the United States. In July 1948 the United 
States Employment Service, Washington, D. C., certified as to the nonavail- 
ability of unemployed domestic labor in the alien’s particular field. Interviews 
had with a part owner of the Desilets Granite Co. and an employee of that com- 
pany confirmed the alien’s statements about the type of his employment and his 
salary, and both spoke well of him. There is nothing in the record to indicate 
that he is not a person of good moral character. 

The quota of Italy, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. However, the record fails to present 
reasons of sufficient merit to justify enactment of special! legislation granting him 
a preference over other persons chargeable to the quota in question. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
PererR CAMPBELL Brown, 
Acting Deputy Attorney General. 


Congressman Charles Plumley, the author of the bill, appeared 
before a subcommittee of a Committee on the Judiciary of the House 
of Representatives and urged the enactment of the bill. He submitted 
the following information from the Barre Granite Association, Inc., 
regarding that organization and its need for skilled workers: 


Tue Barre GRANITE AssociATION, INc., BARRE, VT. 


1. The Barre Granite Association, Inc., represents 72 companies engaged in 
the manufacture of finished granite monuments and memorials. It has repre- 
sented these companies for the past 45 years. 

* * * * * * * 

These five carvers are highly qualified artisans; they have been engaged in this 
work for many years in the marble- and granite-carving industry in Carrara, Italy. 

3. These carvers were admitted to the United States as temporary visitors and 
have been serving as instructors, as well as skilled workmen, of a portion of our 
large apprentice-training program in the Barre granite district. This apprentice 
program is the second largest program of its kind in the United States. 

4. A nontechnical description of the work performed by these carvers is as 
follows: 

These individuals are advaneed finishers of granite monuments and have the 
ability to do all the work of a finisher. Hand-cut letters are, in the majority of 
instances, cut by carvers. There are three styles of carvers, as follows: 

(1) A carver who has the ability to cut flowers and other light ornaments. He 
must duplicate models and full-size details, but in most instances better results 
are obtained if he is allowed to follow his own interpretation of symmetry and 
beauty. 

(2) Style carvers are individuals who specialize in work pertaining to the orders 
of classical architecture such as Corinthian, Grecian, ete. 

(3) Sculptors as a rule work from model, full-sized drawings or patterns. They 
have the knowledge to use a pointing machine (pantograph) or they work to scale 
by the use of calipers. 

5. The approximate length of time required for an individual artisan to become 
qualified as a skilled carver varies with the individual capacity, but the time 
generally required is from 8 to 10 years. 

6. The industry had for many years advertised for men skilled in the cutting 
and carving field throughout the United States, without any results whatsoever. 
There are just 10 skilled carvers in the entire granite industry in Vermont, all of 
them employed by members of the association, when they are able to work. 
These 10 are not young men; their average age is 63 years. The association has 
found that it is impossible to obtain the services of individuals possessing the 
many years’ experience necessary to acquire the requisite skill in this art in the 
United States. The length of the training time necessary and the quality of the 
skill required make it essential that additional skilled carvers be had in the 
industry and an intensive effort is being made to increase the present staff of 10 
such men. Unless additional artisans of this type are produced within the next 
few years, the industry will suffer irreparable damage and carving will soon 
become a lost art in these United States. 

7. An apprentice-training program is in existence in the Barre district. There 
are approximately 300 novices enrolled in this program. It is intended that this. 
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program will produce granite cutters, not skilled carvers. However, it is our 
intention to expand this training program to teach the most highly qualified of 
the existing personnel] in the Barre district in the advanced art of carving, and the 
novice program is designed to relieve the present shortage of cutters and thus to 
make a large number of them with previous experience, who have shown potential 
promise, available to be trained in the advanced art of carving. 

8. Careful and detailed planning by this association has been necessary for 
the instruction to be. giyen by these five Italian artisans. All of the men are 
engaged in on-the-job instruction in the plants in which they work. The men 
have been instructing both journeymen and apprentices, imparting to them the 
knowledge which they have accumulated during their years of experience in Italy. 
The men learning carving have been roughing out the blocks of granite for the 
Italian carvers before the figures are cut and also cleaning up after the figure is 
finished. All the men who are learning to carve granite in the several plants 
work alongside the Italian carvers. The figures that the men are learning upon 
are bas-relief figures ranging from one-quarter size to full size, mostly of a religious 
nature, 

Classes in freehand drawing and clay modeling have been inaugurated with the 
Italian carvers as instructors. Both journeymen and apprentices have attended 
these regularly scheduled classes and have shown interest and improvement. 
Photographs of some of the clay models produced in these classes are available. 

Between 12 and 20 hours per week are given to the on-the-job and related 
subjects training in the various plants. The remainder of the 40-hour week is 
devoted to actual production of skilled ornamental and floral carving and intricate 
statuary work by the individuals. 

The results of the off-the-job training (classes) have been increasingly effective 
as the men progressed in their mastery of the English language. They have been 
learning to speak English under the system devised by Prof. I. A. Richard, Harvard 
University, authority on basic English, which includes the use of textbook, work 
books, and records. The carvers have been attending classes in English 2 nights 
a week and during the summer months this form of instruction will be increased 
to 3 nights a week. 

Our most careful analysis indicates that adequate results could only be obtained 
if the instructors are permitted to teach for a minimum period of 3 vears. In that 
time, the association is confident that some of the peculiarities of this art can be 
transferred to sufficient members of the American skilled workmen to prevent its 
disappearance from this country. 

9. Carvers in the granite industry are generally represented by the Granite 
Cutters International Association (A. F. of L.), the Barre branch of which is 
located at 289 North Main Street, Barre, Vt. A strike does not exist, nor is a 
strike threatened among employees in the industry; nor is there any lock-out 
against such employees. 

10. The industry has its center in Vermont and Massachusetts, covering 
generally the following cities: Barre, Montpelier, Northfield, Waterbury, and 
Williamstown—the afore-mentioned cities all being in the so-called Barre 
granite district in Barre, Vt. 

11. The following journals are especially devoted to the monument industry: 
Monumental News-Review, American Art in Stone, and Monument Builder 
News. 

In the event that domestic workers of comparable skill are discovered in the 
interim who would be qualified to perform the functions of these individuals, 
they will, of course, be employed in preference to these importees. 

In conclusion, it should be said that the continuance of the services of these 
five men is absolutely essential to the success of our industry program. Should 
they be halted in their work, on-the-job or the related instructional program be 
curtailed, we would be forced to face the unlpeasant fact that there is no hope 
of retaining commemorative carving and sculpturing in the United States. 

It is an interesting fact that since the arrival of these carvers and resultant 
publicity throughout the United States, much interest has been created among 
our retail outlets. Orders for the more difficult type of work are now coming 
into the district and our industry program will be greatly handicapped should we 
be denied the continued services of these men, both from the point of view of 
their instructional value in classroom and on the job, as well as the actual pro- 
duction on the job of carved and sculptured work of the carvers and their students. 


In addition, Congressman Plumley submitted the following letter 
in connection with the bill: 





MARIO PUCCI AND OTHERS 


THe Barre GRANITE AssocraTION, INc., 
Barre, Vt., May 4, 1950. 
Hon. CHARLES PLUMLEY, 
The House of Representatives, Washington, D. C. 


My Dear ConGrReEssMAN: In connection with H. R. 6500, a bill for the relief 
of Mario Pucci, we are attaching hereto the following exhibits for your infor- 
mation: 

(a) A memorandum outlining the history of the admission of Mr. Pucci and 
his associates, Mr. Omati, Mr. Sarzanini, Mr. Costa, and Mr. Andreani. 

(b) A statement of the Granite Cutters’ International Association, illustrating 
the importance attached to the retention of Mr. Pucci by the Granite Cutters’ 
International Association, the collective-bargaining agent for our granite cutters. 

(c) A series of photographs illustrating the type of work which Mr. Pucci and 
his associates are performing for the Barre granite industry. 

The Barre granite industry, made up of some 100 quarrying and manufacturing 
concerns and producing more than 40 percent of all the granite monuments 
quarried and fabricated in the United States, occupies an important part of 
Vermont economy. The industry employs 3,000 workers; it has an annual pay- 
roll of $8,000,000; it has an annual production approximating $20,000,000. In 
addition to providing work for 3,000 workers it has a direct effect upon the lives 
of some 40,000 people residing in the central and northern sections of the State 
generally known as the Barre granite district. 

As indicated in exhibit (a), in an effort to implement our production and provide 
the type of artisanship Americans were demanding but could not secure because 
men competent to perform this work were either deceased or disabled, efforts 
were made as early as 1946 to bring to the United States artisans of the skill 
possessed by Mr. Pucci. After the expenditure of considerable time and money, 
the Immigration and Naturalization Service did permit Mr. Pucci and his asso- 
ciates to enter for a limited period in 1948 (6 months’ temporary visa). Subse- 
quently, this time was extended. When the 6,000 retail monument dealers in 
the United States, who represent the Barre granite industry in the field, learned 
of the skills and the ability to produce unusual monuments as illustrated by 
exhibit (c), the demand for such monuments accelerated many times. 

Therefore, the services of Mr. Pucci and his associates are needed more desper- 
ately in Vermont today than they were 2 vears ago at the time of their admit- 
tance. Many thousands of dollars of sculpturing floral and ornamental carvings 
are represented in orders now held by Barre granite manufacturers for work of 
this type. Should Mr. Pucei and his associates be taken from the Barre granite 
district at this time, irreparable damage and hardship would result to the district. 

It is, therefore, with a deep sense of responsibility that we urge the favorable 
consideration of H. R. 6500 as well as H. R. 6496, 6498, 6499, 6501, to enable an 
important segment of Vermont economy to continue the progress already so 
evident and thus enable this economy to retain commemorative carving and 
scuplturing in the United States. It should be noted that the Barre granite 
industry today is the only place in the United States where the best in commemora- 
tive art in granite can be obtained. 

In speaking for the Barre granite industry in this respect, we are also repre- 
senting many hundreds of thousands of Americans who some day will desire to 
commemorate the memory of a loved one. Unless we can retain artisans like 
Mr. Pucci, the commemorative arts which have played such an important part 
in American history and tradition will become a thing of the past. 

Mr. Richard T. McBride, field supervisor for the Barre granite industry, will 
be present at the hearing to be conducted on Monday, May 8, with regard to 
Mr. Pueci. Mr. McBride is employed by the Barre granite industry to travel 
throughout the United States to promote and foster the growth of the Barre 
monument industry and to investigate and analyze any problems which affect our 
industry direetly or indirectly. He is thoroughly competent to tesiify as to the 
character and competency of Mr. Pucci since his arrival in the United States on 
July 29, 1948. 

If there is any further information which appears pertinent, please do not 
hesitate to communicate with us. 

Very truly yours, 
R. S. FrReEncu, 
General Manager. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1150) should be enacted. 


O 











Calendar No. 254 


§2p Conaress } SENATE Report 
Ist Session { No. 272 


PIETRO GIANNETTINO 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1164] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 1164) for the relief of Pietro Giannettino, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the 
United States of a minor alien child who has been adopted by a 
citizen of the United States. The child would be considered to be a 
nonquota immigrant which is the status normally enjoyed by minor 
alien children of citizens of the United States. 


STATEMENT OF FACTS 


Congressman Francis E. Walter, the author of the bill, submitted 
to a subcommittee of the Committee on the Judiciary of the House of 
Representatives several documents attesting to the following facts: 

(1) That there was born on April 29, 1930, at the community of 
Nola, Province of Naples, Italy, a child of unknown parentage, as 
witnessed by the following certificate: 
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(Translation (Italian)] 
PROVINCE OF NAPLES, CoMMUNITY OF NOLA 
THE REGISTER OF VITAL STATISTICS 


Extracted, as summary, from the birth registers for the year of 1930. 

Entry No. 158. 

Extracted from the birth registers. 

Register of birth of Pietro Cardinale. 

In the year one thousand nine hundred and thirty, on the twenty-ninth day of 
April, at Nola, in the house located at Via Piazza del Duomo 20, at 5 o’clock, was 
born Pietro Cardinale, of male sex, to unknown [father] and unknown [mother]. 

This extract is issued, in summary form in accordance with RR. DD. 25—-8- 1932 
No. 1101 and 22—12—1932, No. 1696, and conforms to the original. 

For administrative use. 

Date: March 8, 1949. 

THE ReaGisTeR OF ViTaL Sraristics. 
(Signature illegible). 

Marginal note: By decree dated November 24, 1939, XVIII, Judge Tutelare 
of the District Court at Marigliano —-——— of the Tribunal for Minors of Naples, 
on March 4, 1940, XVIII, the above-mentioned Pietro Cardinale, was adopted 
by and assumed the surname of the married couple Pasquale Giannettino, son 
of Giavonni and Rachele Lombardi, daughter of Raffaele, of Marigliano. The 
decree was transcribed into the brith registers for the year 1940, XVIII. Doc. 
No. 15; P.. 11, 1,'B. 

Signed by the Register of Vital Statistics. 

(Translated by Elizabeth Hanunian, December 14, 1950). 

(2) That on November 24, 1939 (effective March 4, 1940), the said 
child was adopted by the married couple Pasquale and Rachele 
Giannettino (now United States citizens), as witnessed by the 
following: 

{Translation Italian] 


R. STABILIMENTO DELL’ ANNUNZIATA DI NAPOLI 


I, the undersigned Secretary General of the above institution, certify that the 
foundling register shows that Pietro Cardinale born on April 29, 1930, at Nola, 
was received at the institution on the 30th of that month and provided with 
identification tag S. No. 384, and that on February 6, 1931, he was adopted, 
free of charge and definitively by the couple, Rachele Lombardi and Pasquale 
Giannettino, hailing from the community of Monte 8S. Giovanni Campano, and 
domiciled in the community of Marigliano. 

P. S.—Said foundling was on November 24, 1939, by decree of Judge Tutelare, 
adopted by the above-mentioned couple and his last name changed to Giannettino. 

On plain paper, for charity purposes. 

Napues, March 10, 1949. 

THe SECRETARY GENERAL, 
(Signature illegible). 


Seen: The Superintendent General, the Head of the Foundling Bureau. 


(Signature illegible), 
(Translated by Elizabeth Hanunian, December 14, 1950.) 


(3) Because of destruction of documents due to war activities in 
Italy the said Mr. and Mrs. Giannettino secured an additional adop- 
tion decree, as follows: 

[Translation (Italian)] 
Extract From Its ORIGINAL, EXISTING IN THE CHANCERY OF THE COURT OF 
APPEALS, SECTION MINORS 


To the Court oF APPEALS, SECTION Minors, NAPLES. 

In his capacity as special attorney for the couple, Pasquale Giannettino, son 
of Giovanni, and Rachele Lombardi, daughter of Raffaele, residing at Bath, Pa. 
(U. S. A.), represented by Edith Cericola, notary, of Bath, Pa., the undersigned 
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attorney has the honor to request that the court approve the adoption on the 
part of this couple of the minor, already entrusted to them, Pietro Giannettino 
(formerly Cardinale), of unknown parentage, born on April 29, 1930, at Nola 
(Naples), single. 

For this purpose the file of written documentary evidence, together with copies 
of the minutes of the hearings on July 14 and August 24 of this year, are being 
submitted. 

Very truly yours, 
ACHILLE Ross!, Altorney-at-Law. 

NaPLes, August 24, 1949. 

Seen, to the Public Prosecutor, upon his request and the report of Counselor 
Marmo. 

NaAPLeEs, August 26, 1949. 

(Signed) A. Contieri, The President. 

Seen, request that adoption take place. 

NAPLES, August 30, 1949. 

(Signed) L. Severino, The S. P. G. 


ADOPTION DECREE 
Italian Republic, in the Name of the Italian People 


The Court of Appeals of Naples, Section Minors, composed of Messrs.: 
(1) Dr. Alfredo Contieri, President 
(2) Dr. Ettore Pastore, Counselor 
(3) Dr. Umberto Baratti, Counselor 
(4) Dr. Mariano Marmo, Counselor 
(5) Prof. Dr. Eustachio Zara 


having read the foregoing petition; the files produced therewith, copy of the 
decree of June 23, 1949, authorizing the adoption and that of the minutes of the 
approval given on July 14 and August 24; having read the information as re- 
quired by law; deliberating in Council Chamber, upon report by the counselor, 
assigned to this task; having been heard by the Public Prosecutor; upon reading 
Article 291Lff of the Civil Code. 

DECIDED 


that the adoption take place of the minor, Pietro Giannettino (formerly Cardi- 
nale), of unknown parentage, born on April 29, 1930, at Nola (Naples), single, 
in the care of the couple Pasquale Giannettino and Rachele Lombardi; 

For the couple: 

(1) Pasquale Giannettino, son of Giovanni and Maria Giuseppa Penna, born 
on April 7, 1894, at Marigliano, (Naples) ; 

(2) Rachelle Lombardi, daughter of Raffaele and of Maria Rosa Ciccarella, 
born on October 19, 1902, at Marigliano (Naples); both residing at Bath, Pa. 
(U.S. A.), Post Office Box No. 5. 

Thus decided, September 1, 1949. 

(Signed A. Contiert, The President, 
(Signed) S. Acquarouti, The Chief Clerk. 

Filed in the Chancery on September 1, 1949. 

(Signed) S. Acquarout, The Chief Clerk. 

Stamp No. 1281 of September 8, 1949, exactly 136 Lire, by special stamp tax 
and 10 Lire cash. 

(Signed) MappaLena, The Director. 

This copy confirms to its originals issued at the request of Achille Rossi, at- 
torney-at-law, special attorney for Pasquale Giannettino. 

NaFLes, September 10, 1949. 

The Curer CLERK, 
Signature illegible 
(Translated by Elizabeth Hanunian, December 14, 1950. 
(Legalization of document on p. 4.) 


(4) That Mr. Giannettino was naturalized at Easton, Pa., on 
September 10, 1919, certificate of his naturalization bearing the 
number 1230472 (petition, vol. 7, No. 1445). 
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(5) That Mr. Giannettino did make effort to bring the child to this 
country subsequent to its adoption, as witnessed by the following: 


UnitTepD States Post OFricer, 
Bath, Pa., February 9, 1951. 
Hon. Francis. E. WALTER, 
House Office Building, Washington, D. C. 


Dear Tap: In answer to your recent letter pertaining to the efforts of Mr. 
Giannettino of any previous attempts to bring the boy into this country since his 
adoption, the following is an explanatory synopsis gathered from a conversation 
with him. 

During the 1930’s Mr. Giannettino was working and saving steadily with the 
express purpose of attaining a comfortable home to take care of his wife and the 
boy she took out of a home for adoption. In 1940 he felt he had reached a point 
of security and began the proper applications necessary to secure their entrance 
into the United States, among them being the issuance of a birth certificate for 
the boy. Of course, at this time the clouds of war were upon us and then came 
World War II and it became impossible for them to come here at that time. 

At the close of the war he again began to make preparations for their coming 
here. Finally his wife was able to come, but the boy was not eligible to come with 
her under the preference quota. This brings us to the present status of affairs 
with the truth of the matter being that only world conditions prevented him from 
having the family here with him at a much earlier date. 

Sincerely hoping this information will be sufficient for your purpose, I remain, 

Sincerely, 
Britt Swope. 

The following affidavit is contained in the committee files: 

STATE OF PENNSYLVANIA, 
County of Northampton, ss: 

Personally came before me, the subscriber, a notary public, in and for said 
county and State, Pasquale Giannettino and Rachula Giannettino, his wife, 
who being first duly sworn according to law, depose and say: That they are the 
foster parents of Pietro Cardinale Giannettino, whose admission into the United 
States of America is being sought by them; and that in the event of such admission 
into the United States, they are willing to accept him, the said Pietro Cardinale 
Giannettino, into their home and they guarantee and expressly represent that 
he will not become a public charge. 

Further deponents say not. 

PASQUALE GIANNETTINO, 

RacHULA (her X mark) GIANNETTINO, 

Witness: 
W. H. Swope, Bath, Pa, 

Sworn to and subscribed before me, this 20th day of January A. D. 1951. 


[SEAL] Dorotuy F. Lertny, Notary Public 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill H. R. 1164 should be enacted. 


x 
VY 
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DR. CHIA LEN LIU 


APRIL 23 (legislative day, ApriIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1263] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1263) for the relief of Dr. Chia Len Liu, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. Chia Len Liu. The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated October 23, 1950, from the Deputy Attorney General to the 
chairman of the Committee on the Judiciary of the House of Repre- 
sentatives with reference to H. R. 8427, which was a bill introduced 
in the Eighty-first Congress for the relief of the same alien: 

OcToBER 23, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHatrMAn: This is in response to your request for the views of 
the Department of Justice with respect to the bill (H. R. 8427) for the relief of 
Dr. Chia Len Lui, an alien. 

The bill would provide that, in the administration of the immigration laws, 
Dr. Chia Len Lui shall be considered to have been lawfully admitted into the 
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United States for permanent residence as of July 13, 1949. It would also direct 
the Secretary of State to instruct the quota-control officer to deduct one number 
from the quota for Chinese persons. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Dr. Chia Len Lui, who is married, is a native and citizen of 
China, of the Chinese race, and was born on May 14, 1922, at Chengtu, China. 
He last entered the United States on July 13, 1949, as a temporary visitor, under 
section 3 (2) of the Immigration Act of 1924 for a stay of 5 months. He was 
granted one extension of stay which expired on July 12, 1950. A later application 
for further extension of stay was denied. 

It appears from the record that the alien is a physician by profession and at the 
time of his entry into this country was destined to St. Luke’s Hospital, New 
Bedford, Mass., where he receives his room and board but no remuneration for 
his services. When his original hospital appointment expired on June 30, 1950, 
he was granted a new appointment to run from July 1, 1950, to June 30, 1951. 
Inquiries made of persons connected with St. Luke’s Hospital revealed that the 
alien was a serious-minded and hard-working individual who was held in high 
esteem by the student body. There is nothing in the record to indicate that he 
is not a person of good moral character. 

The Chinese quota, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. The record, however, fails to present 
considerations of sufficient merit to justify enactment of special legislation grant- 
ing him a preference over other persons chargeable to that quota, 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


Congressman Donald Nicholson, the author of the bill, submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information in connection with the case: 


Sr. Luxke’s Hospirat, 
New Bedford, Mass., December 8, 1950. 
To Whom It May Concern: 

This is to certify that Chia-Len Liu, M. D., has been serving as an intern at 
St. Luke’s Hospital, New Bedford, Mass., since July 1, 1949. 

St. Luke’s Hospital is a charitable institution, one of the larger in the Com- 
monwealth of Massachusetts, ranking, I think, No. 6 in bed capacity and serves 
a population of approximately 135,000. 

Owing to the increase in the number of hospitals approved for intern and resi- 
dency training by the Council on Medical Education and Hospitals of the Ameri- 
can Medical Association and the number of interns available for such positions, 
which is far less than the number of positions, St. Luke’s Hospital has had to 
depend on intern coverage by doctors from foreign countries. 

At the present time, in addition to Doctor Liu who is from China, we have one 
from Puerto Rico, one from Peru and one from Ireland, and have only one intern 
who is a native American and a graduate of a medical school in the United States. 

Doctor Liu is a conscientious, well-educated man of excellent character and is 
performing a valuable service to the patients in the hospital, and his being here 
does not replace any native-born American. 

Yours very truly, 
Scorr Wuicruer, Director. 


Marcu 4, 1951. 
Hon. Donatp NICHOLSON, 


Representative from New Bedford, Mass., 
House of Representatives, Washington, D. C. 


Dr. William Chia Len Liu is known to us intimately. Canadian doctor, 
Edward Wilford, of Chengtu, China, old friend of mine 30 years standing, heartily 
endorses Doctor Liu; his own former student as important member of medical 
fraternity; a man of rock-ribbed integrity; irrevocably against communism. 
Doctor Liu at times our home guest is a Christian of high character devoted to 
service of mankind, comes from distinguished family, brother-in-law is Gen. 
Peter Pee attached to Chinese Embassy; also educated in America and England. 
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Doctor Liu’s staying in United States is international asset; one in his field 
finishing higher medical studies here, is worth hundred thousand Chinese in future 
China as an American link; his life jeopardized if returned to China today. 
Dr. Tenyr Hsieq, 
Boston Chinese Service Bureau 
(Close friend of Dean Roscoe Pound and Hon. Christian Herter, also 
well known to Dr. Robert Goodwin). 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1263) should be enacted. 


O 
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JACQUELYN SHELTON 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1264] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1264) for the relief of Jacquelyn Shelton, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the 
United States of a minor alien child who is in the custody of Staff 
Sgt. and Mrs. E. H. Shelton, Jr. The child would be considered to be 
a nonquota immigrant which is the status normally enjoyed by minor 
alien children of United States citizens. 

° 
STATEMENT OF FACTS 


The beneficiary of the bill is a 2-year-old child of Japanese-American 
parentage. Permission has been granted to Staff Sgt. and Mrs. E. H. 
Shelton, Jr., who are citizens of the United States to adopt the child 
through a petition filed in domestic-relations court in Tokyo, Japan. 

Congressman Tom Pickett, the author of the bill, submitted the 
following letter to the chairman of the Subcommittee on Immigration 
of the Committee on the Judiciary of the House of Representatives 
in connection with the case: 
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House or REPRESENTATIVES, 


Washington, D. C., February 15, 1951. 
Hon. Francis E. WALTER, 


Chairman, Subcommittee on Immigration, 
House Committee on the Judiciary. 

Dear Mr. Crarrman: On January 9, 1951, I introduced a bill (H. R. 1264) 
for the relief of Jacquelyn Shelton. 

The subject of the bill is a 2-year-old child of Japanese-American parentage, 
the father being unknown. The purpose of the bill is to permit the immigration 
of said child to the United States under the care of Sgt. E. H. Shelton, Jr., and 
his wife, who are now in Japan and expected to return to the United States in 
the near future. Therefore, I would like to prosecute this bill to passage with 
all reasonable diligence. 

To aid the committee in consideration of the legislation, I offer the following: 
1. Written statements from six persons well acquainted with Sergeant Shelton 
and wife and their circumstances. 

2. A copy of an adoption petition filed in the proper Japanese jursidiction, it 
being in Japanese with an English translation of the information supplied, to- 
gether with a copy of the decision in that case, as well as a decision naming a 
guardian for the child involved. 

3. A certificate from the orphanage where the child was kept prior to being 
taken in by Sergeant Shelton and wife. 

4. A copy of the census register pertaining to the child and its mother. 

5. A statement from the mother superior at the orphanage where the child 
lived for a time. 

6. Affidavits from three persons residing near Palestine, Tex., the home of 
Sergeant Shelton, expressing their views on Sergeant Shelton and wife. 

7. An affidavit of Mrs. E. H. Shelton pertaining to certain facts concerning 
her background and present circumstances. 

8. A letter from the American consul addressed to Mrs. E. H. Shelton concern- 
ing the matter under consideration. 

Further, I have available in my files certain letters concerning the situation, 
pertinent excerpts from which can be made available to the committee at your 
option. 

In addition to the above written evidence concerning this case, I have some 
personal knowledge of Sergeant Shelton and his background which I can make 
available to the committee. 

May I respectfully request the committee give this bill as expeditious and 
favorable a hearing as circumstances permit and the facts warrant. 

Awaiting your instructions and with appreciation for your courtesy, I am 

Sincerely yours, 
Tom Pickert, 
Member of Congress. 


Certain of the documents referred to in Congressman Pickett’s 
letter read as follows: 


PETITION FOR ADOPTION OF CHILD(REN) 


To: Hachioji Branch, Tokyo Civil Court: §=# §| ©. 
It is petitioned by the undersigned that the following petitioners, Mr. ~_-__-_-- 


Spain essences dicate 5 A MOO se Sesh bcc tie geen Gis ms a , be permitted to adopt 
eo. under the full legal age. 


Permanent address: 
Present address: 
Name of petitioner: 
Permanent address: 
Present address: 
Name of child(ren) to be adopted: 
Permanent address: 
Present address: 
Reason for adoption: 
(Petitioner) 


Attached: two copies of certificate, 
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DECISION 
JANUARY 26, 1951. 
Petitioner: Emmett Hank Shelton 
Permanent address: Palestine, Tex., the United States of America 
Present address: 860 Dependent House, Tachikawa Air Base, Honshu, Japan 
Petitioner: Elizabeth G. G. Shelton 
Permanent address: Palestine, Tex., the United States of America 
Present address: 860 Dependent House, Tachikawa Air Base, Honshu, Japan 
Person in question: Yoko Nomura 
Permanent address: 2—3 Sakae-dori, Shibuya-ku, Tokyvo-to 
Present address: 860 Dependent House, Tachikawa Air Base, Honshu, Japan 


Upon a petition of adoption between the above two parties, case No. 113, 1951, 
I, having judged the petition of petitioners as proper one, after having been told 
the opinion of Mr. Kenjiro Kurosaki, interpreter and witness of this case, hereby 
decide as follows: 

Sentence: The petitioners are permitted to adopt the person in question on 
this case. 

TakesHt Hasecawa, 

Judge of Domestic Relations, Hachioji Branch of Tokyo, Domestic Relations Court. 

I certify that the above is a full and complete copy of the original office record. 

[SEAL] Namiko Nakano, Court Clerk. 

I, Kenjiro Kurosaki, do affirm that the above is a true and exact translation of 
the attached copy to the best of my knowledge and ability. 

KENJTRO KUROSAKI, 
Inte rpre ter, Wing Le gal O ffi é 





DECISION 
JANUARY 26, 1951. 

Petitioner: George J. Goldsborough, Jr. 
Permanent address: Baltimore, Md., the United States of America 
Present address: Base Officers’ Quarters at Tachikawa Air Base, Honshu, Japan 
Person in question: Yoko Nomura 
Permanent address: 2—3, Sakae-dori, Shibuya-ku, Tokyo 
Present address: Dependent House at Tachikawa Air Base 

Upon a petition of application for guardian between the above parties, case 
No. 114, 1951, I hereby decide, having judged the petition of the said petitioner 
as proper one, as follows: 

Sentence: George J. Goldsborough, Jr., domiciled permanently at Baltimore, 
Md., the United States of America, is appointed as the guardian of Yoko Nomura, 
person in question of this case. 

TakesH! Hasecawa, 
Judge of Domestic Relations, Hachioji Branch of Tokyo, Domestic Relations Court. 


I certify that the above is a full and complete copy of the original record. 
[SEAL] NAMIKO NAKANO, Court Clerk. 


I, Knejiro Kurosaki, do affirm that the above is a true and exact translation of 
the attached copy to the best of my ability. 
KENJIRO KurROSAKI, 
Interpreter, Wing Legal Office. 


CERTIFICATE 
FEBRUARY 3, 1949. 
This is to certify that the following child was turned over to Ruth Ann Anna 
Mary, director of Seibo-Aiji-En, location: 68 Yamate-machi, Naka-ku, Yoko- 
hama City, on February 3, 1949: 
Name: Yumiko Nomura (officially registered name Yoko); date of birth: 
January 7, 1949. 
Hisa (fingerprint) Nomura, 
Real mother; permanent address; 83, 2-home, Sakae-dori, Shibuya-ku, Tokyo- 
to; date of birth: February 20, 1925. 
I, Kenjiro Kurosaki, do affirm that the above is a true and exact translation 
of the attached certificate to the best of my knowledge and ability. 
KENJTRO KUROSAKI, 
Interpreter, Wing Legal Office. 
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COPY OF CENSUS REGISTER 


Permanent address: 3, 2-chome, Sakae-dori, Shibuya-ku, Tokyo-to. 
Name: Hisa Nomura. 

This census register was compiled upon report of mother due to birth of her 
child on February 7, 1949. (Nothing follows.) 

Hisa, the second daughter of Tamotsu Nomura and Oyobu; date of birth: February 
20, 1925.—Born on rebruary 20, 1925, at Kosho-gain, Chichiharu, Manchuria. 
It was reported by her father, Tamotsu Nomura, accepted by assistant consulate 
general at Harbin on March 5, 1925, and transmitted on April 15, 1925. Her 
name was entered into the census register on the same date. 

Entered into this census register from the census register of Tamotsu Nomura, 
address: 3, 2-chome, Sakae-dori, Shibuya-ku, Tokyo-to on February 7, 1949. 
(Nothing follows.) 

Yoko, daughter of Hisa Nomura; date of birth: January 14, 1949.—Born on 
January 14, 1949, at 13, 1-chome, Kobiki-cho, Chuo-ku, Tokyo-to. It was 
reported by her mother, Hisa Nomura, accepted by head of the said Chuo-ku, 
on January 24, 1949, transmitted to February 7, 1949, and entered into the 
census register on the same date. 

I. Kenji Sato, do hereby certify that the above is a full and complete copy of 
the original census register. 

[SEAL] KENzO Sarto, 

Head of Shibuya-ku, Tokyo-to. 


I, Kenjiro Kurosaki, do affirm that the above is a true and exact translation 
of the attached copy of census register, to the best of my knowledge and ability. 
KENJIRO KUROSAKI. 


To Whom It May Concern: 


I, Jessie M. Newton, do solemnly swear the below statement to be true. 

I have known Sgt. and Mrs. E. H. Shelton for 20 years and do swear that 
both have the education and financial abilities to raise a child. Their devoted 
love for ove another assures a Christian home. ‘They are both capable in meeting 
any situation that may arise. 

I recommend them highly and wholeheartedly for the upbringing of any child. 


Jessie M. Newton, 
Route 5, Palestine, Tez. 
[SEAL] CLARENCE R. LUKER, 


Notary Public in and for Anderson County, Tex., Route 5, Box 199, Pales- 
tine, Tex. 


To Whom It May Concern: 


I, Mrs. Eva Collier, do solemnly swear the below statement to be true. 

I have known Sgt. and Mrs. E. H. Shelton for 17 years and do swear that both 
have the education and financial abilities to raise a child. Their devoted love 
for one another assures a Christian home. They are both capable in meeting any 
situation that may arise. 

I recommend them highly and wholeheartedly for the upbringing of any child. 

Mrs. Eva Co.Lurer, 
Route 5, Box 295, Palestine, Tex. 

[SEAL] CLARENCE R. LUKER, 

Notary Public in and for Anderson County, Tez., 
Route 5, Box 199, Palestine, Tez. 


’ 





To Whom It May Concern: 


I, G. A. Newton, Jr., do solemnly swear the below statement to be true. 

I have known Sgt. and Mrs. I. H. Shelton for 20 years and do swear that both 
have the education and financial abilities to raise a child. Their devoted love 
for one another assures a Christian home. They are both capable in meeting any 
situation that may arise. 

I recommend them highly and wholeheartedly for the upbringing of any child. 

G. A. Newron, Jr., 
Route 5, Palestine, Tex. 

[SEAL] CLARENCE R. LUKER, 

Notary Public in and for Anderson County, Tezx., 
Route 5, Box 199, Palestine, Tez. 
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AFFIDAVIT——MRS. E. H. SHELTON, JR. 


Name: Christened Elizabeth Geraldyne Gertrude Durham 

Born: July 12, 1927, Corsicana, Tex. 

Father: William D. Durham, born May 31, 1903, Tyler, Tex.; occupation, self- 
employed, grocery store, gas station, and restaurant 

Mother: Estella LeBlanche Johnstone; born October 16, 1908, Corsicana, Tex.; 
occupation, housewife 

Brother: Norman Wayne Durham: born October 4, 1932, Corsicana, Tex.; 
pation, high-school student, senior year 

Educational background: 

Grammar school, Cayuga, Tex. 

High school, Woodhouse High School, Palestine, Tex. 

Business school, Nixon’s, Palestine, Tex. 

College, Sam Houston State Teachers College, Huntsville, Tex. 
Training, Highland Nurses Training, Shreveport, La. 

Religious background: Christened into Catholic Church in Corsicana, Tex. (Had 
first communion and confirmation, before moving to community where there 
was no Catholic church: attended Protestant church for a period of 12 vears; 
was very active in church work; taught Sunday-school class and was church 
pianist) 

Married: Emmett Hank Shelton, Jr., from Palestine, Tex., on April 12, 1947. 

Children: No children (four miscarriages; cannot have children 

Mrs. Emmett H. SHELTON, Jr. 


occu- 


Subscribed and sworn before me this 30th day of January 1951. 
GeEorGE J. GoLpsBoroucH, Jr., 
First Lieutenant, United States Air Force, a summary court mariial. 





AFFIDAVIT-—STAFF SGT. E. H. SHELTON, JR. 


Name: Emmett Hank Shelton, Jr. 

Born: July 18, 1923, Palestine, Tex. 

Father: Emmett Hank Shelton, deceased; occupation, former county judge, 
Anderson County, Palestine, Tex.; owns Gatewoor-Shelton Gin and Feed 
Store, Palestine, Tex.; also John Deere Tractor Co., Palestine, Tex. 

Mother: Irma Swigler Shelton;, occupation, housewife and manager of late 
husband’s affairs 

Sisters: 

Gladys; married Leroy Griffin, Palestine, Tex.; has two children 
Lucille; married Thomas Frazier, Rusk, Tex.; has two children 
June; single, employed by tax office, Palestine, Tex. 
Carol; single, employed by lawyer, Palestine, Tex. 
Educational background: 
Grammar school, Palestine, Tex. 
High school, Palestine, Tex. 
Business school, Nixon’s, Palestine, Tex. 
College, LeTourneau Tech, Longview, Tex.; University of Houston, Houston, 
Tex. 
Occupation: Air Force 
(Served in Air Force for 3 years during last war in India, Egypt, and Iran; 
was in Air Force Reserve for 2 years; reenlisted in October 1947; served 6 
months in zone of interior, then shipped to Japan; has been in Tachikawa, 
Japan, for 3 years.) 
Religion: Protestant 
Financial status: Good 
(I have been saving over half of my salary for the past 3 years. My inten- 
tions are to get out of the Air Force and work’for my mother. The income 
would be more than staff sergeant pay in the Air Force.) 

Married: Elizabeth Geraldyne Gertrude Durham, from Palestine, Tex., on April 
12, 1947 

Children: No children. (My wife cannot bear children.) 

Staff Set. Emmerr H. SHELTON, Jr. 
Subscribed and sworn before me this 30th day of January 1951. 


Greorce J. Gotpsporovuan, Jr., 
First Lieutenant, USAF, a summary court martial. 
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THE ForeEIGN SERVICE OF THE 
Unitep States oF AMERICA, 
YoxouaMa Division Dretomatic Section, GHQ SCAP, 


December 22, 1950. 
Mrs. E. H. Suetton, Jr., 
Sizth T. C. S., APO 704. 

Mapam: In reply to your inquiry of this date, concerning the issuance of an 
immigration visa to Jacqueline Suzette Shelton, an alien infant child who you 
state has been given into your custody by Our Lady of Lourdes Orphanage in 
Yokohama, I regret to inform you that since the child is presumably at least 
50 percent of the Japanese race she must be considered racially inadmissible to 
the United States under our immigration laws as presently constituted. 

The letter which you have from Congressman Tom Pickett indicates that 
private legislation for relief from the racial-exclusion provisions of the immigra- 
tions laws will be introduced on behalf of the child. It is suggested that if such 
legislation is passed you secure from the orphanage an unqualified assignment of 
custody of the child, in order to show that you have the right to apply for a visa 
on behalf of the child and also in order to facilitate adoption proceedings upon 
your return to the United States. It is the understanding of this office that 
adoption proceedings cannot be completed in Japan because Japanese civil courts 
have no jurisdiction over occupation personnel. 

Very truly yours, 
CuarR.es H. STEPHAN, 
American Consul 
(For the Consul General). 





OFFICE OF THE CATHOLIC CHAPLAIN, 
THREE HUNDRED AND SEVENTY-FourtH Troop Carrier Winc, APO 704, 
Care of Postmaster, San Francisco, Calif., February 7, 1951. 
To Whom It May Concern: 

Permit me to recommend the passage of a private law to enable Staff Sgt. and 
Mrs. Emmett Hank Shelton to bring their adopted daughter, Jacquelyn Suzzette, 
into the United States. Both Sergeant and Mrs. Shelton are individuals of 
splendid character and should provide an excellent home and upbringing for their 
child. 

Sincerely yours in Christ, 
Wiiuram E. Mauer, 
Chaplain (Capiain), United States Air Force, Catholic Chaplain, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1264) should be enacted. 


O 
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Z Calendar No.257 


82p GoNGRESS Rer RT 
Ist Session No. 


DR. FERNAND VAN DEN BRANDEN 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H, R. 1421] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1421) for the relief of Dr. Fernand Van Den Branden, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE 


The purpose of this bill is to pay to Dr. Fernand Van Den Branden, 
of 10 Rue des Melezes, Brussels, Belgium, the sum of $13,269.82, in full 
settlement of all claims against the United States for property damage, 
personal injuries, and loss of earnings sustained, and medical and hos- 
pital expenses incurred as the result of an accident which occurred near 
Buchy (Moselle), France, on June 30, 1948, involving a United States 
Army truck. 

STATEMENT 


An identical bill (S. 4133) was reported favorably to the Senate in 
the Eighty-first Congress, on December 11, 1950. 

Dr. Ferrfand Van Den Branden, a citizen and legal resident of 
Belgium, was injured on June 30, 1948, at about 1 p. m. when his 
automobile collided with an Army vehicle. The accident occurred 
ear the intersection of routes Nos. 55 and 410 near Buchy (Moselle 
France. Dr. Van Den Branden owned and was operating a 1947 
Studebaker sedan in a northwesterly direction on Route 55 at a speed 
of approximately 45 miles per hour as he neared the intersection of 
said highway and route No. 410. An Army truck was approaching 
said intersection from a southwesterly direction, proceeding northeast 
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at a speed of at least 25 miles per hour. Route 55 is a main highway 
and Route 410 is a secondary highway. As the two vehicles approached 
the intersection, the civilian vehicle was on the right of the Army 
vehicle and was proceeding on the main highway. The driver of the 
Army vehicle was a Polish national in the employ of the United States 
Army, on official business, and within the scope of his employment. 
The Army vehicle entered the intersection without stopping and with- 
out observing the civilian vehicle approaching from his right. Dr. Van 
Den Branden attempted to stop his automobile and applied his brakes 
some 20 feet from the point of impact but was unable to avoid the 
collision. 

The Army admits that the accident was caused by the negligence of 
the driver of the Army vehicle and was not caused by any fault or 
negligence on the part of Dr. Van Den Branden. 

Had this accident occurred under conditions which would have 
permitted its settlement under the Federal Tort Claims Act, the 
limit that could have been settled administratively thereunder would 
have been $1,000. Under the Foreign Claims Act (31 U.S. C. 224d), 
Dr. Van Den Branden would have been an eligible claimant had the 
accident occurred in his home country. The limit that could have 
been allowed administratively, under the Foreign Claims Act, would 
have been $5,000. Since the accident occurred in France and he was 
not an inhabitant of France, he was not eligible under the Foreign 
Claims Act. Under either act, it is provided that if the amount 
determined to be due exceeds the limit therein provided ($1,000 in 
the case of the Federal Tort Claims Act and $5,000 in the case of the 
Foreign Claims Act) the Secretary of War may report such claim to 
Congress for its consideration. Such report has been made by the 
Department of the Army and is appended below. Said report shows 
that the amount allowed in this claim is fully justified. Dr. Van 
Den Branden was a man of considerable income prior to and at the 
time he received these injuries. The injuries were not minor but 
were of such an extent as to cut off or reduce his income as much or 
more than is provided in this bill. 

The committee are of the opinion that the bill should be favorably 
reported granting Dr. Van Den Branden the sum of $13,269.82. 

Attached hereto and made a part of this report is a letter of Sep- 
tember 5, 1950, to Senator Tydings from Frank Pace, Jr., Secretary 
of the Army. 





SEPTEMBER 5, 1950. 
Hon. Mitxiarp E. TypinGs, 


Chairman, Committee on Armed Services, 
United States Senate. : 


Dear Senator TypinGs: There is enclosed herewith a draft of a proposed bill 
for the relief of Dr. Fernand Van Den Branden, which it is reeommended be 
enacted into law. This proposed legislation is submitted by the Department of 
the Army in accordance with procedures prescribed by the Secretary of Defense. 

The purpose of this legislation is to compensate Dr. Fernand Van Den Branden, 
a citizen and legal resident of Belgium, for the damages sustained by him as the 
result of an accident involving a United States Army truck. 

On June 30, 1948, at about 1 p. m., a United States Army truck, operated by a 
Polish national in the employ of the Army, on official business, was proceeding in 
a northeasterly direction on Route No. 410 at a speed of at least 25 miles an hour 
and approaching the intersection of that route with Route No. 55, near Buchy 
(Moselle), France. A 1947 Studebaker sedan owned and operated by Dr. Fernand 
Van Den Branden was proceeding in a northwesterly direction on Route No. 
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55 at a speed of approximately 45 miles an hour toward the same intersection. 
Route No. 55 is a main highway, while Route No. 410 is a secondary road. The 
driver of the Army truck entered the intersection without stopping and, he stated, 
without observing the claimant’s vehicle approaching from his right. Dr. Van 
Den Branden applied his brakes approximately 20 feet from the point of impact, 
but his car continued into the intersection and collided with the Army truck at 
about the center of the right side thereof. The civilian automobile was exten- 
sively damaged and Dr. Van Den Branden sustained serious injuries to his head, 
chest, and right shoulder. His wife, who was riding with him as a passenger, 
received only minor injuries. 

In November 1949, as a courtesy to the United States Army, Dr. Van Den 
Branden was examined by medical officers of the Belgian Army. A report of 
such examination, dated November 19, 1949, reads in pertinent part as follows: 

‘(* * * He [Dr. Van Den Branden] was given first aid by a doctor who was 
oe by the road a few moments after the accident and was taken to the Ste. 

landine clinic in Metz. 

‘*The coma state remained for approximately 8 days and the following lesions 
were noticed: 

“*(1) Contused wound in the left temporal and parietal region. 

‘*(2) Serious thoracic bruise of left side. 

**(3) Bruise on the right shoulder. 

**(4) Abdominal bruise. 

‘‘From the early days [following the accident], according to a certificate of Dr. 
Schattner, surgeon at the clinic of Metz, the injured [man] got a very serious 
broncho-pneumonie complication for which Professor Fontaine, doctor from 
Strasbourg, as well as Professor Mingers from Brussels, were requested. They 
diagnosed an important bilateral pulmonary congestion. 

“In spite of this severe diagnosis the pulmonary phenomenons withdrew and 
the state of obnubilation improved. 

‘‘An X-ray examination has been made on July 8, 1948, and showed the absence 
of fractures of skull, but clearly pointed out a luxation of the right acromio- 
claviculary and fractures showing no removal [separation] of the second, fourth, 
fifth, and sixth left ribs of the axillary rear part and fissures of the part of first 
and seventh left ribs of the axillary part. 

“The general state of health being difficult to be improved the patient being 
both agitated and somnolent, a second blood transfusion was performed on July 12. 

“Since July 16, 1948, the patient began to get up for half-hour on the morning 
and at night. The thoracic pain has attenuated but it [there] persists a coughing 
with expectoration. 

“The patient is suffering from a painful dyspepsia for substantial food. How- 
ever, the lesions of the head do not present any more appreciable traces. 

“The general state of health permitted to take the patient back home in an 
ambulance on July 21, 1948. 


* * * * * * + 


“Since that date [August 10, 1948] the patient had a relapse of pulmonary signs 
from January 1, 1949, until the end of March, and during that period his in- 
capacity for working was total. 

“Certain troubles slightly improved since that date but other new signs have 
been revealed. 

“ACTUAL [PRESENT] STATE OF HEALTH 


“The patient is suffering from subjective general troubles consisting with being 
chilly, asthenia, no resistance for the effort of walking, diminution of power of 
straightening of the lower limbs and diminution of the power of understanding. 

‘Besides, there is loss of memory, specially in remembering names, an exalted 
nervousness and an emotionality which turns into affected sentimentalism. 

‘‘Besides, the more local troubles are a stiffening following the immobility with 
difficulty for getting up and walking, rendering indispensable to make some exer- 
cises before the step can find again its suppleness and its normal rhythm at this age. 
This stiffening, mastered by successive contractions, sometimes painful, was fol- 
lowed by a permanent feeling of tiredness in the legs. 

‘* * * the patient shows an absence of taste and a diminution of the smcll- 
ing. He cannot make the difference between the foods, he is feeling them by the 
touch of his tongue but cannot discern them by their sapidity, from which it 
[there] results a strong inappetency. 


* *~ a A be Ls . 
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“OTO-VESTIBULAR EXAMINATION 
* * * * * * * 
“Otologic point of view 

“Reduction in the perception of acute sounds, specially on the left side where 
the diminution of the osseous conduction is very strong. 

“The traumatic origin is admissible and in taking into consideration the pre- 
existence of senility a disability for loss of audition from traumatic origin is 
necessary and can be evaluated at a minimum of 10 percent. 

* * * * * * * 


“CHIRURGICAL EXAMINATION 
+ * * * * * * 
“Reapparition of a complete luxation of the right acromio-clavicular with 
diminution of the amplitude of all movements of the right arm comparatively 
with the left arm. 
eS *s ~ > on * * 


“Disability: from 10 to 15 percent. 


“LUNGS EXAMINATION 
* * * * * * “ 
“Conclusion: Chronie bronchitis consisting in dry rattles from the basis. The 
lack of thoracic ampliation is probably from psychoneurotie origin. 
“Disability: 30 percent. 


‘“eXAMIN ATION OF DIGESTIVE TRACTS 
* * * * * * * 


“Conclusion: Persistence of a small ulcerous lesion in the course of cicatrization 
at the level of the little curve covering the posterior part. Hypertrophic gastritis, 

“It is probable that the ulcer was determined by the poor physiologic condition 
of the patient in the days following the traumatism. 

“The considerable and fast improvement of the important ulcer revealed in 
July 1948 leads to conclude to a connection of causality with the traumatism. 
Disability, 15 percent. 

a ~ 7 * * * * 


RECAPITULATION AND DISCUSSLON 


“Prof. F. Van Den Branden was the victim of a traffie accident on June 30, 
1948, at Buchy, France, with a coma state of 8 days, contused wound on the 
head, on the right shoulder and in the'thorax. No fracture of skull, but acromio- 
clavicular luxation of right side and numerous fractures of ribs at the level of the 
left hemithorax. In the first days the patient had a serious pulmonary complica- 
tion. The decisive influence of the traumatism should be admitted inasmuch as 
the serious state of the injured and the consequence that the multiple fractures 
of ribs could have on the respiratory system of the injured. 

“At the beginning of this year there was a relapse of bronchopneumonia., 
Actually it still exists as an important lack of thoracic ampliation with chronic 
bronchitis consisting in dry rattles at the bases, broncho pulmonary sclerosis 
and left pleural synechy, visible on the X-rays. The fractures of several ribs 
are consolidated but can unfavorably influence the thoracic breathing of the 
patient which is already limited. 

“The traumatic luxation of the right shoulder does not look susceptible of an 
amelioration and leads to a deficiency in the mobility of the right upper limb. 

‘‘An acute apparition of an ulcer of the small curve was noticed on the digestive 
part. The benignity of the complaints prior to the accident and the considerable 
improvement of this important ulcer revealed on July 1948, less than 1 month 
after the accident, appears to us that we should accept at least for one part, the 
series in the evaluation of the actual disability. 

“The cranial traumatic !esion has occasioned a long coma state and has brought 
with it a few important subjective complaints: reduction of hearing, dizziness, 
sleeplessness, fast tiredness when walking, painful stiffness feeling in the limbs, 
exalted nervousness, loss of memory, apparent emotionality, * * * and 
absence of taste and sense of smelling. 

“Tt seems that a part of the’reduction of hearing specially on the left side, should 
be considered as caused by the accident, as well as the hyposmy with its conse- 
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quence on the ‘gueusie’ (?). The electro-encephalographie examination confirms 
the reality of the post commotional subjective complaints and we should admit 
that this cerebral traumatism with long coma state led the patient to functional 
vascular troubles which can already have an anatomical sign if taking into con- 
sideration that they happened at that age. They justify the neuropsychic 
symptom and the sudden senility signs mentioned here above. His prior activity 
was in fact normal. 
“CONCLUSIONS 


“We deem that Prof. F. Van Den Branden sustained the following consequences 
as the result of this accident: 

(1) A total disability of 100 percent during the first 3 months. 

*“*(2) It was followed with a temporary partial disability of 75 percent until the 
relapse of January 1, 1949. 

““(3) In the course of the latter, disability of 100 percent from January 1, 1949, 
to March 31, 1949. 

“(4) At present Professor Van Den Branden is showing several partial dis- 
abilities which were mentioned here above for series of acromio-clavicular luxation, 
reduction of hearing, hyposmy, post commotional troubles, series of broncho- 
pneumonia and gastric ‘uleus.’ 

“Tn taking into consideration the age, the prior state of health and the fact that 
these troubles do not look susceptible of amelioration any more, we state that the 
rate of partial permanent disability resulting from this accident is 60 percent.”’ 

Dr. Van Den Branden was 62 vears of age at the time of his injury. He isa 
physician and was a professor of urology at the Free University of Brussels from 
March 25, 1930, to September 30, 1946. It appears that for the year 1947 he had 
a gross income of 877,000 Belgian franes ($17,504) from his professional activities. 
He is married, but the record in this case does not disclose whether his wife is 
wholly dependent upon him for her support or whether he has any other depend- 
ents. During the year of 1947 he received a pension of 24,000 Belgian franes 
($480) for his past services in the public hospitals of Brussels. He received also 
for the year of 1947 a military pension of 15,389 Belgian franes ($307.78), and 
income from capital investments in the amount of 28,625 Belgian franes ($572.50). 
The treasurer of the University of Brussels has certified that Dr. Van Den Branden 
did not receive a salary or any other emolument for his services at that institution 
and that he had not received a pension therefrom. An examination of the current 
accounts of Dr. Van Den Branden’s professional income discloses that from 
November 1949 to March 1950 he received the following amounts: 


November 1949, 16,900 Belgian franes $338 
December 1949, 26,200 Belgian franes__. 524 
January 1950, 62,300 Belgian franes 1. 264 
February 1950, 42,100 Belgian franes 842 

Totals. Js ae. : 2. 968 


It appears that the larger amounts received for January 1950 and February 1950 
are accounted for by the fact that unpaid bills were sent to patients at the end of 
the year and payments were received in January and February. It further 
appears that he received from an insurance company 225,000 Belgian frances 
($4,500) as compensation for 45 percent disability resulting from the accident of 
June 30, 1948. 

The evidence shows that for the treatment of the injuries sustained by him 
in this accident Dr. Van Den Branden has incurred medical and hospital expenses 
in the aggregate amount of 41,062 Belgian franes ($821.24). 

On July 22, 1948, Dr. Van Den Branden filed with United States Army Foreign 
Claims Commission No. 16 a claim in the amount of 3,574,873 Belgian franes 
($71,497.46) (89.235 Belgian francs for damage to automobile, clothing, and 
watch; and 3,485,638 Belgian frances for personal injuries). The Commission 
found that this claim could not be allowed under the Foreign Claims Act (55 
Stat. 880), as amended (57 Stat. 66), for the reason that the claimant was not 
an inhabitant of France, the country in which the accident occurred, but found 
that it could be considered under the act of July 3, 1943 (57 Stat. 372; 31 U.S.C. 
223b), as amended, and approved under the latter act in the amount of 81,527 
Belgian franes ($1,630.54) (37,215 Belgian franes for repair of damaged auto- 
mobile; 3,000 Belgian franes for damages to clothing; 250 Belgian franes for 
repair of watch; and 41,062 Belgian frances for medical and hospital expenses), 
for report to the Congress for an appropriation for the payment thereof, pro- 
vided the claimant would agree to accept such amount in full satisfaction and 
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final settlement of his claim. On October 27, 1949, the Commission advised the 
claimant that it was prepared to make an award to him in the amount of $1,000, 
the maximum amount that could be paid to him administratively under the act, 
of July 3, 1943, supra, as amended, if he would agree to accept such sum, but 
that if he rejected the sum of $1,000 any larger award could be made only by 
congressional action. On November 14, 1949, Dr. Van Den Branden informed 
the Commission that he could not possibly accept its offer of $1,000. 

It was the view of Foreign Claims Commission No. 16 that the damages sus- 
tained by Dr. Van Den Branden as a result of this accident amounted to 888,491 
Belgian franes ($17,769.82), which included the following items: 

Francs 
Repair of damaged automobile_-_____-..---.---- ete oe 4 37, 215 
Damage to suit_ é a : jin: F ‘se 3, 000 
Repair of watch 


‘ 250 
Medical and hospital expenses - - - - - Bs 41, 062 


81, 527 
Temporary total disability (6 months) - _ _- i 115, 418 
Temporary partial disability (3 months) ; ‘ 43, 281 
Permanent partial disability (50 percent) Soke : : 648, 265 


806, 964 


Total _ — - ie ‘ pas. J 888, 491 
or $17, 769. 82 

As hereifibefore shown, Dr. Van Den Branden has no remedy under the Foreign 
Claims Act, as amended, supra, for the reason that he is not an eligible claimant 
thereundety’ since he was not an inhabitant of France at the time of the accident 
of June 30, 1948. Under the act of July 3, 1943, as amended, supra, the Depart- 
ment of the Army is authorized to approve his claim only for property damage 
sustained and medical and hospital expenses actually incurred. To take such 
action, however, would be a futile procedure, because the claimant is unwilling 
to accept an award covering only property damage and medical and hospital! 
expenses in full satisfaction and final settlement of his claim. The claimant has 
no remedy under the Federal Tort Claims Act (60 Stat. 843; 28 U.S. C. 931), as 
revised and codified by the act of June 25, 1948 (62 Stat. 933; 28 U.S. C. 1346 
(b)), and as amended by the act of April 25, 1949 (Public Law 55, 8lst Cong.), 
for the reason that his claim arose in a foreign country 

The evidence in this case fairly establishes that this accident and the resulting 
property damage and personal injuries sustained by Dr. Van Den Branden were 
not caused by any fault or negligence on his part but were caused by the negligence 
of the driver of the Army vehicle involved in the accident in that after passing 
a sign, which, admittedly, he observed, warning of the proximity of an intersection 
with a first-class road, he entered such intersection without taking the proper 
precautions to ascertain whether any other vehicles were approaching. Further- 
more, the civilian vehicle was approaching from the Army driver’s right, and 
therefore, had the right-of-way. Under the existing circumstances it is believed 
that the claimant should be compensated in a reasonable amount for the damages 
he has sustained as a result of this accident. 

Considering the age, occupation, and earnings of Dr. Van Den Branden at the 
time of his injury, and the disability caused thereby, which has resulted in a sub- 
stantial impairment of his earning capacity, the Department of the Army concurs 
in the view of Foreign Claims Commission No. 16 that he has sustained damages 
in the total amount of $17,769.82. Because, however, of the fact that he has here- 
tofore been compensated by his insurance carrier on account of 45 percent dis- 
ability in the amount of 225,000 Belgian franes ($4,500), it is believed that in 
determining a just and equitable award to be recommended to the Congress this 
payment of $4,500 made to him by the insurance company should be deducted 
from the amount of $17,769.82, leaving the amount of $13,269.82, which would 
include the following items: $11,639.28 for personal injuries, pain and suffering, 
permanent disability, and loss of earnings; and $1,630.54 for property damage and 
medical and hospital expenses. 

On June 21, 1950, the Under Secretary of the Army directed that action be 
initiated for the introduction of special legislation for the relief of Dr. Van Den 
Branden in the amount of $13,269.82, provided he first agreed to accept that 
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amount in full satisfaction and final settlement of all claims against the United 
States arising out of the accident of June 30, 1948. The claimant has since 
executed and filed with the Department of the Army an acceptance agreement in 
which he agreed to accept the amount of $13,269.82 in full satisfaction and final 
settlement of his claim. 

This is a meritorious claim, and if the claimant had been an inhabitant of 
France, the country in which the accident occurred, the claim would have been 
settled under the Foreign Claims Act, as amended. It is, therefore, recommended 
that the attached proposed bill be enacted into law. 

The Bureau of the Budget advises that there is no objection to the submission 
of the noe legislation for the consideration of the Congress. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
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MRS. INGEBORG RUTH SATTLER McLAUGHLIN 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1438] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1438) for the relief of Mrs. Ingeborg Ruth Sattler McLaughlin, 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provisions of 
existing law because of conviction in Germany of a crime involving 
moral turpitude, in behalf of Mrs. Ingeborg Ruth Sattler McLaughlin, 
the wife of a United States citizen presently serving in our Armed 
Forces. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 23-year-old native and citizen of 
Germany who was married to Corp. Hugh McLaughlin of the United 
States Army in Germany on December 15, 1948. In July 1946 the 
beneficiary of the bill was convicted by a German court of the theft of 
a coat and sentenced to confinement for 1 month. In 1947 she was 
convicted of stealing several items from an American family for 
whom she was working. Her record discloses that the coat was 
returned the day after it was taken. Unless a waiver of the excludible 

und is granted the beneficiary of the bill will be unable to enter the 
Tnited States to join her citizen husband. 

A letter dated September 12, 1950, from the Deputy Attorney 
General to the chairman of the Committee on the Judiciary of the 
House of Representatives with reference to H. R. 7411, which was a 
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bill introduced in the Eighty-first Congress for the relief of the same 
alien reads as follows: 
SEPTEMBER 12, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice with respect to the bill (H. R. 7411) for the relief of 
Mrs. Ingeborg Ruth Sattler McLaughlin, an alien. 

The bill would provide that the provisions of the eleventh category of section 3 
of the Immigration Act of 1917, as amended, shall not hereafter apply to Mrs. 
Ingeborg Ruth McLaughlin, the German wife of Hugh McLaughlin, a citizen of 
this country, presently serving in the Regular Army, insofar as concerns any 
conviction or admission of the commission of a crime by her of which the Depart- 
ment of Justice and the Department of State have knowledge on the date of the 
enactment, of the bill. 

The records of the Immigration and Naturalization Service of this Department 
disclose that Mrs. McLaughlin is a native and citizen of Germany, having been 
born in that country on August 29, 1927. She was married at Frankfurt on Main, 
Germany, to Corp. Hugh McLaughlin of the United States Army on December 
16, 4948; and they have two children, Patrick, 24 years old, who is presently 
residing with his father in this country, and Detles, aged 8 months, who is with 
Mrs. McLaughlin in Germany. Mrs. McLaughlin is the beneficiary of an 
conreres petition for issuance of an immigration visa filed in her behalf by her 

usband. 

In July 1946, the alien was convicted by a German court at Rudesheim, Ger- 
many, of the theft of a coat from a restaurant, and was sentenced to confinement 
for 1 month. On April 24, 1947, she was convicted of stealing several items from 
an American family, by whom she was employed. The Department of State 
concluded that the alien was inadmissible to this country on the ground that she 
had been convicted of a crime involving moral turpitude. It appears that the 
coat was returned to its owner on the day after it was taken, and Mrs. McLaughlin 
stated that she had not intended to steal the articles from her employer but had 
borrowed them to impress a German woman who had taunted her-about not 
receiving any gifts from her American sweetheart. She further stated that she 
intended to return the property but the loss was discovered before she could do so. 

Whether the bill should be enacted, thereby making it possible for Mrs. Mc- 
Laughlin to enter this country, presents a question of legislative policy concerning 
which this Department prefers not to make any recommendation. If the bill 
should receive favorable consideration, however, subsection ‘‘(e)’’ should be sub- 
stituted for ‘‘(3)”’ in the citation in line 6. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman Louis B. Heller, the author of the bill, submitted to 
the Committee on the Judiciary of the House of Representatives the 
following information in connection with the case: 


HEADQUARTERS FRANKFURT MILITARY Post, 
OFFICE OF THE STaFF JupDGE ADVOCATE, 
APO 757 care of Postmaster, New York, N. Y., November 15, 1949. 
Subject: Visa Eligibility of German National. : 
To: Legal Assistance Officer, Headquarters, Fort Hamilton, Brooklyn 9, N. Y. 


(Attention: Mr. D. A. Desalvo, WOJG.) 


1. Reference is made to your letter dated October 31 relating to the visa 
eligibility of Ingeborg McLaughlin (nee Sattler), who is the wife of Corp. Hugh 
McLaughlin, RA10602129, presently a member of Detachment 5 (Medical 
Detachment) 1275th ASU, Fort Hamilton, N. Y. 

2. This matter has been discussed with the United States consul, Mr. Detweiler, 
at Frankfurt-am-Main, Germany, who states that the visa for Mrs. McLaughlin 
has been refused because of two offenses committed by her in 1946 and 1947. 
Both were for thefts and one of them concerned the theft of a lady’s coat, for which 
the police were called in and the stolen coat was found in Mrs. McLaughlin’s 
possession and returned to the owner. 
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3. Under the laws relaiing to immigration (8 U. S. C., sec. 136), a person who 
has been convicted of a crime involving moral turpitude is excluded from entry to 
the United States. Conviction of an offense involving the intent to permanently 
deprive an owner of his property constitutes moral turpitude, even if the amount 
of property involved is very small. 

4. Several other soldiers have found themselves in the same difficulty. The 
United States consul here has submitted these cases to the Attorney General in 
Washington in order to determine if the definition relating to moral turpitude can 
be relaxed in cases of petty offenses. So far the consul in Frankfurt has not 
received any reply. The only hope for Mrs. McLaughlin would be for a change 
in the rules as to what constitutes moral turpitude by the Office of the Attorney 
General in Washington. The consul here says that he has no discretion to make 
any exceptions in these cases and that even if he did and a visa were granted, the 
immigration officials would undoubtedly refuse her entry when she got to the 
United States under the present law. 

5. It has been suggested that the only way for Corporal McLaughlin to help 
the matter along might be for him to write his Senator personally, explaining to 
him his personal difficulties and asking either for assistance under the present 
circumstances, or the possibility of changing the law in these difficult and worthy 
cases. 

A true copy: 

Mitton J. TEIGER, 
D/A Civilian Attorney, Legal Assistance Officer. 
D. A. DeESALVo, 
WOJG, United States Army, Assistant Adjutant. 


BROOKLYN 26, N. Y., January 25, 1950. 
The Honorable Louis B. HELLER, 
House of Representatives, Washington 25, D. C. 


Dear Mr. HELLER: I am writing you, the Congressman from my home district 
in the hope that you can suggest some new line of action on a difficult problem. 

I am a corporal in the Regular Army, now stationed with Detachment 5 (Medi- 
eal) 1275th ASU, Fort Hamilton, Brooklyn, N. Y. I returned from duty in 
Germany just a year ago, after having married there a German national, Ingeborg 
Sattler of Charlottenburg, Frankfurt. There are two children, one in Germany 
with Mrs. McLaughlin, one here with me at Fort Hamilton. 

Repeated efforts to obtain Mrs. McLaughlin’s entry into the United States 
have failed, because consular authorities in Frankfurt will not grant her a visa. 
Your attention is invited to the attached copy of a letter dated November 15, 
1949, from the legal assistance officer at Frankfurt. 

Because a complete stalemate has been-reached regarding Mrs. McLaughlin’s 
visa, extreme hardship is worked on all parties concerned, due to the long separa- 
tion. The Army had approved my marriage, knowing of Mrs. McLaughlin’s 
previous record of two larcenies. 

Army regulations provide that no soldier married to a German national may 
return to serve a second tour in Germany. I applied through channels to the 
Adjutant General for a waiver of this rule in my case, but it was disapproved. 

Since Mrs. McLaughlin cannot come to the United States and I cannot go to 
Germany, indefinite separation is likely to result unless some extraordinary action 
is taken on a high level. 

I feel that I have exhausted every other possibility of solving this dilemma and 
would much appreciate any suggestions you might have regarding it. 

Very truly yours, 
HucH McLavGuHtin. 





BROOKLYN 26, N. Y., February 16, 1950. 
The Honorable Louis B. HELLER, 
House Office Building, Washington 25, D. C. 


Dear Mr. HEutieER: Thank you for your letter of February 10, 1950, requesting 
certain information which might assist you in your attempt to solve my problem. 

To the best of my knowledge, the theft -of: 1946. was.a lady’s coat. I-don’t 
know any of the details of that theft. When I was in Europe, I was not aware 
that this had happened. 

However, I met my wife in May or June of 1946, and I left Europe in January 
1949. In between these dates, the only theft that I was aware of was the one 
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committed in July 1947. On that oceasion (prior to my marriage to her), I had 
not seen her for some 3 weeks and she stole food from an Army officer’s house 
where she was employed as a maid. At that time, she was pregnant and not 
very healthy. There is no doubt in my mind that she used this food for herself. 
I think it is pertinent to note that my wife has a family of three others besides 
herself for which she was the only breadwinner. I cannot say exactly how much 
the foodstuff was worth but am certain it did not exceed $10 in value. 

Although I have no present knowledge of the first theft, it would be logical to 
assume that she needed the coat for warmth because when I knew her family, 
they were very poor and there was a great shortage of garments. 

I was married December 15, 1948. My wife’s former name was Ingeborg 
Ruth Sattler. 

I hope this information is what you desire and that you will be able to bring 
my problem to a happy conclusion. Thank you for any assistance you may be 
able to give me. 

Very truly yours, 
Hueu McLAvuGauin, 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1438) should be enacted. 


O 
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CHARLES R. KEICHER 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


(To accompany H. R. 1451] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1451) for the relief of Charles R. Keicher, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $820 
to Charles R. Keicher, aviation chief, AOUC, United States Naval 
Reserve, of West Caldwell, N. J., in full settlement of all claims against 
the United States for the value of nine money orders in favor of his 
parents, Mr. and Mrs. Frank Keicher, of Newark, N. J., purchased by 
him on October 20, 1944, aboard the U.S. S. Princeton, which were 
lost with all records thereof as the result of enemy action in a naval 
engagement off the Philippine Islands on October 24, 1944. 


STATEMENT 


Charles R. Keicher, United States Naval Reserve, was serving on 
board the U.S.S. Princeton at the time of her loss, on October 24, 1944. 
A statement made by Lt. John C. O’Connor, dated November 27, 
1944, is to the effect that Charles Raymond Keicher, United States 
Naval Reserve, submitted to him $820 in postal money orders to be 
censored and mailed on October 20, 1944; also that there were nine 
money orders, eight for $100 each and one for $20. He further states 
that the records were lost on the U.S. S. Princeton on October 24, 
1944, and that any attempt on his part to further identify the postal 
money orders would be impossible. 
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Another statement, made and sworn to by Ensign Forrest B. 
Wilson, dated November 27, 1944, states that Charles R. Keicher 
purchased $820 in postal money orders on October 20, 1944, on board 
the U.S. S. Princeton, in his presence. 

The statements of Lieutenant O’Connor and Ensign Wilson support 
the essential facts presented in the affidavit submitted by Aviation 
Chief Keicher, which states in detail the circumstances surrounding 
the loss of the money orders. 

The Postmaster General states that the files of the Department indi- 
cate that at the time this transaction took place Mr. Keicher was 
serving aboard the U.S. S. Princeton, and that the records of the 
money orders alleged to have been purchased by him were destroyed 
as a result of enemy action on November 24, 1944. The Postmaster 
General further states that the Department is unable to determine, 
from its records, whether these postal money orders were purchased 
by Mr. Keic her. However, in view of the affidavits submitted by 
Lieutenant O’Connor and Ensign Wilson, the Pestmaster General 
has advised that the Department will interpose no objection to enact- 
ment of the bill if the Congress should determine that the measure is 
meritorious. 

This committee feels that there is sufficient evidence to justify 
reimbursement of Charles R. Keicher for the value of these postal 
money orders and recommends favorable consideration of the bill. 

Attached hereto and made a part of this report are letters sub- 
mitted in connection with a similar bill of the Eighty-first Congress, 
and the above mentioned affidavits. 





OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., November 21, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuarrRMAN: Further reference is made to your request for a report on 
H. R. 9601, a bill for the relief of Charles R. Keicher. 

The measure provides: ‘That the Secretary of the Treasury is authorized and 
directed to pay, out of any money in the Treasury, not otherwise appropriated, 
as reimbursement to Charles R. Keicher, aviation chief, A. O. U. C., United States 
Naval Reserves of West Caldwell, New Jersey, the sum of $820, in full settlement 
of all claims against the United States for the value of nine money orders pur- 
chased by said Charles R. Keicher, in favor of his parents, Mr. and Mrs. Frank 
Keicher, of Newark, New Jersey, aboard the United States steamship Princeton 
and lost with all records thereof, as the result of enemy action in an engagement 
of war off the Philippine Islands on October 24, 1944; * * *,” 

The files of this Department indicate that at the time this transaction took place 
Mr. Keicher was serving with the United States Navy aboard the U. 8. S. 
Princeton. The records of the money orders, alleged to have been wero by 
Mr. Keicher, were destroyed as a result of enemy action on Oetober 24, 1944. 

The General Accounting Office maintains a list of all outstanding unpaid money 
orders under the provisions of section 731, title 39, United States Code, which 
record serves as a basis for certifying to applications for Treasury checks for the 
holders of money orders which have become invalid by reason of age. However, 
the records of the issue of the money orders issued to Mr. Keicher did not reach the 
General Accounting Office. Consequently, there are no authentic records in 
existence to substantiate the purchase of the orders by Mr. Keicher, and his claim 
cannot be certified. 

I am enclosing photostatic copies of the affidavits of two officers who were 
aboard the U. 8. 8. Princeton which tend to support the alleged transaction. The 
affidavit of Ensign Forrest B. Wilson is to the effect that Mr. Keicher purchased 
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$820 in postal money orders on October 20, 1944, in the presence of Ensign Wilson. 
The affidavit of Lt. John C. O’Connor indicates that Mr. Keicher presented eight 
money orders for $100 each, and one for $20, to Lieutenant O’Connor on October 
20, 1944, to be censored and mailed. Both Ensign Wilson and Lieutenant 
O’Connor state that their records were lost. 

Although this Department is unable to determine from its records whether 
these money orders were purchased by Mr. Keicher, in view of the affidavits sub- 
mitted by Ensign Wilson and Lieutenant O’Connor this Department will inter- 
pose no objection to the enactment of H. R. 9691, if the Congress determines 
that the measure is meritorious. 

This Department has been advised by the Bureau of the Budget that there 
would be no objection to the presentation of this report to the committee. 

Sincerely yours, 
WALTER Myers, 
Acting Postmaster General. 


Navy DEPARTMENT, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., November 27, 1950. 
Hon. EMANUEL CELLER, 
Chairman of the Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CuatrMan: Your letter of September 20, 1950, to the Secretary of 
the Navy requested a report of facts on and an opinion as to the merits of H. R. 
9691, a bill for the relief of Charles R. Keicher. 

The purpose of H. R. 9691 is to authorize and direct the Secretary of the 
Treasury to pay, out of any money in the Treasury not otherwise appropriated, 
as reimbursement to Charles R. Keicher, aviation chief, A. O. U. C., United 
States Naval Reserve, of West Caldwell, N. J., the sum of $820, in full settlement 
of all claims against the United States for the value of nine money orders purchased 
by said Charles R. Keicher, in favor of his parents, Mr. and Mrs. Frank Keicher, 
of Newark, N. J., aboard the U. 8. 8. Princeton and lost with all records thereof 
as the result of enemy action in an engagement of war off the Philippine Islands 
on October 24, 1944. 

The records of the Navy Department show that Charles R. Keicher, A. O. U. C., 
United States Naval Reserve, was serving on board the U. 8. 8. Princeton at the 
time of her loss on October 24, 1944. Navy Department records further disclose 
that Keicher submitted a claim for the loss of personal articles resulting from the 
sinking of the U. 8. 8S. Princeton, that this claim did not list the loss of money 
orders, and that Keicher’s claim was settled in accordance with Navy personnel 
claims regulations. Navy Department records contain no other information 
relative to the subject matter of H. R. 9693. 

Navy Department Claims Regulations do not permit the Navy Department 
to reimburse personnel for the loss of money orders. It is believed probable 
that Keicher was aware of this, and accordingly did not list the loss of money 
orders in his claim to the Navy Department, but may have submitted a claim for 
their loss to the Post Office Department. The Post Office Department appears 
to have the principal interest in the subject bill. 

In view of the foregoing, the Navy Department has no further comment to 
offer on H. R. 9691 and makes no recommendation with respect to its enactment. 

The Navy Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to the Congress. 

For the Secretary of the Navy. 

Respectfully yours, 
G. L. Russet, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy. 





AFFIDAVIT 


On October 20, 1944, I received from the paymaster aboard the U. 8. 8 


Princeton $820 which was my pay for a period of 6 months, or more. This money 
may seem a large amount for a sailor to have aboard ship, but it was my base pay, 
plus flying pay, plus sea pay for a period of 6 months. I took it off the pay 
records to send home to my parents, who are Mr. and Mrs. Frank Keicher, 110 


Avon Avenue, Newark, N. J. They did not know I was sending the money orders 
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to tham. Nine money orders were made out to both of them—how much to each 
one I can’t remember now, but the full amount totaled $820. 

After drawing my pay from the paymaster, I took it to the post office to be 
converted into money orders. While waiting in the money order line, I struck 
up a conversation with an officer from my air group (Air Group 27). After receiv- 
ing the money orders, I put them in a letter to my parents, and took it to our 
censoring officer. He, in turn, logged the money order numbers and the amounts. 
This was done every time a money order of a large amount was sent by mail. 
After this the mail was picked up for the next shipment home. 

On October 24, 1944, while in an engagement of war off the Philippine Islands, 
the U. 8. 8. Princeton was struck by a Japanese bomb. I was on the flight deck 
forward. The bomb went through the flight deck and exploded below the hangar 
deck. Torpedo planes in the hangar deck caught fire and exploded, making it 
very hazardous for anyone in the vicinity. I remembered that the money order 
stubs were in my locker, but I could not get to them because my locker was 
located right below the hangar deck on the after part of the ship. 

When the captain saw that nothing could be done, he ordered the crew to 
abandon ship. 

All I took off the ship was the clothes I was wearing. To my knowledge, the 
only thing that was saved was the ship’s log and the pay records, which we 
microfilmed. The mail was destroyed when the after part of the ship blew up. 
Naturally, when the after part of the ship blew up, my locker went, too. 

After we were picked up and brought back to the United States of America, 
I asked for and received affidavits from the two officers who knew that I had 
purchased money orders. These two affidavits are attached. 

I could not get an affidavit from the mail clerk, because I could not find out 
whether he survived or not. 

CHARLES R. KEICHER, 
Aviation Chief, AOUC, United States Naval Reserve. 

Sworn and subscribed to before me at Essex County, Caldwell, N. J., the 11th 

day of September 1950. 


[SEAL] James I. Jacospus, Notary Public. 
FIGHTING SQUADRON 27, 
Fieet Post OFFice, 
San Francisco, Calif., November 27, 1944. 


CERTIFICATION OF LT, JOHN C, O’CONNOR, A-V (N) UNITED STATES NAVAL RESERVE 


Charles Raymond Keicher, 2243751, AOMIc, United States Navy, submitted 
to me $820 in postal money orders to be censored and mailed on October 20, 1944. 

There were nine money orders. Eight money orders were for $100 each, and 
one was for $20. 

My records were lost on the U. 8. 8. Princeton (CVL-23), October 24, 1944. 
Any attempt on my part to further identify the postal money orders would be 
impossible. 

Joun C. O’Connor, 104208, 
Lieutenant, United States Naval Reserves, Chief Censor, VF -2?. 


ToRPEDO SQUADRON 27, 
Fleet Post Office, 
San Francisco, Calif., November 27, 1944. 


CERTIFICATION OF ENSIGN FORREST B. WILSON, A-V (N), UNITED STATES NAVAL 
RESERVE 


Charles Raymond Keicher, AOM1ec, 2243751, United States Navy, purchased 
$820 in postal money orders on October 29, 1944, on board the U.S. 8. Princeton 
(CVL-23) in my presence. All records having been lost, I hereby witness and 
swear to the foregoing statement. 

Forrest B. WILSoN, 
Ensign, United States Naval Reserve, VT—27. 


O 
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ELENA ERBEZ 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1475] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1475) for the relief of Elena Erbez, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the United 
States of a minor Italian-born orphan child who has been adopted by 
citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 10-year-old native and citizen of 
Italy who has been adopted by Mr. and Mrs. Robert Priester who are 
citizens of the United States. The child is presently residing in a 
private home in Rome, Italy, where her expenses are paid by Mr. and 
Mrs. Priester. 

Congressman Norris Poulson, the author of the bill, submitted the 
following letter dated January 24, 1951, to the chairman of a subecom- 
mittee of the Committee on the Judiciary of the House of Repre- 
sentatives with reference to the case: 
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CONGRESS OF THE UNITED STATES, 
HovsE or REPRESENTATIVES, 
Washington, D. C., January 24, 1951. 
Re H. R. 1475, for the relief of Elena Erbez. 
Hon. Francis E. WALTER, 


Chairman Immigration Subcommittee, Judiciary Committee, 
House of Representatives, Washington, D. C. 


Dear CoLLeEaGuE: Enclosed is information pertinent to my bill H. R. 1475. 
I shall appreciate consideration of this bill by your committee as promptly as 
possible. 

Elena Erbez is a 10-year-old orphan girl (Italian) who has been adopted by 
Mrs. Helen Priester, an American citizen. I have in my possession an original 
copy of Elena’s birth certificate which I can furnish the committee if necessary. 
It is very fragile and Mrs. Priester has requested that it be returned to her when 
it has served its purpose. 

Please advise me if further information is needed. 

Sincerely yours, 
Norris Poutson, M. C. 

Elena was born on February 2, 1940, in an orphanage at 143 Via Fiume, 
Grossetto, Italy. Her mother’s name was Natalia Erbez; her father unknown. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives also contain the following letter addressed to Hon. Helen 
Gahagan Douglas in connection with H. R. 9884, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien: 


Los ANGELEs 29, Cauir, August 27, 1950. 
Mrs. HELEN GAHAGAN DovuGLAs, 
House of Representatives, Congress of the United States, 
Washington, D. C. 

Dear Mrs. Dovatas: Once again, I look to you for assistance. When you 
search your files, I’m sure you will find that we have exhausted every other means 
of solving my problem. Our very good mutual friend Mr. Verne Robinson, has 
suggested that you might consider putting this final hope of ours into a bill for 
Congress to decide. 

You know that I have tried every way possible to bring my adopted daughter, 
Elena Erbez, here from Rome. She is still there in school, and I am no closer to 
the fulfillment of my dream than I was that first war-shattered day when I found 
her in an orphanage in Grossetto, Italy, in 1945. 

I know of two bills, passed by Congress, for the relief of minor foreign children, 
making the petitioners real and true parents of the children, thus admitting them 
to the United States. 

One such petition allowed the Kretzingers to bring their adopted daughter here 
from Leghorn, Italy, last January. I don’t know the number of that bill. 
Another such bill, H. R. 6283, submitted by Representative Jack Z. Anderson, 
allowed Mr. and Mrs. Peter Leth-Nissen to bring home a 3%-year-old boy from 
Copenhagen. 

Will you present a bill begging for the relief of a minor child, Elena Erbez, age 
10, to be admitted to the United States as the natural child of Helen McClure 
Priester and Robert David Priester? There is just no other way on earth to 
bring her here. 

Enclosed you will find some of the papers necessary to our affidavits of support. 
At present Iam employed by the Department of Commerce, Bureau of the Census 
out of the Los Angeles office. My husband is employed by Watts Optical Co. 
We own a duplex valued at $19,000 and are well able to guarantee Elena’s sup- 

rt. My husband and I are also both singers and are quite well known in the 

os Angeles musical world. My birth certificate is also enclosed, and I will send 
Mr. Priester’s if you need it. He was born here in Los Angeles. He was a mem- 
ber of the Armed Forces serving his country in the Army during World War II. 

I am enclosing some brief publicity of mine published in the Kimball News, 
also an article published June 24, 1950, in the Saturday Review of Literature. 
This will give you my photo and background, also Elena’s photo. 

The enclosed photostatic copy is the petition to the Italian court for the guard- 
ianship of Elena Erbez. This was granted on November 8, 1948, in the Giudice 
Tutelare Della Pretura Di Roma. 

I hope these affidavits are sufficient for you to go ahead without too much delay 
in order to present to Congress this petition as soon as possible. I realize I have 
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waited 6 years, and a little longer wait isn’t going to discourage me, but it would 
be so nice to bring her here while she is still young enough to adjust quickly to our 
American way of living. 

Mrs. Douglas, I don’t believe I have to tell you how much this means to us. If 
you can do this for Elena, and us, we will be eternally in your debt. Just tell us 
how we can help‘to repay you, and we will be eager to try. 

Please do all you can. This is really our last hope. 

Sincerely, 
HELEN and Rospert PRIESTER. 


At a hearing held on February 5, 1950, before a subcommittee of the 
Committee on the Judiciary of the House of Representatives, Con- 
gressman Poulson submitted a certified copy of the adoption decree 
granted by the Italian court of proper jurisdiction and several letters 
attesting to the excellent moral character of Mr. and Mrs. Priester. 
In addition, Congressman Poulson filed the following article signed by 
Mrs. Priester which appeared in the Saturday Review of Literature of 
June 24, 1950: 


ANOTHER Happy ENpING? 


Str: I read Does Anyone Know Pinky? [Saturday Review of Literature 
December 10] and the successful conclusion to the search with great interest. 
You have done a wonderful thing in renewing this contact between two friends 
and I do hope there will be a final story to round out the happy ending. 

It occurred to me you might be able to help with the happy ending to my own 
story. It is not quite like Pinky’s but equally as interesting, with perhaps just 
a tear or two more. 

The story starts in 1945 in Grossetto, Italy. The setting is a bare Italian 
orphanage and the leading lady is a pert Italian miss, just 5 vears old, seated in 
atiny iron crib. When she peeked out from under the white MP helmet my Army 
escort had put on her and saw me, she raised her tiny arms and said, ‘‘Mama 
Mia.”’ I lifted her up and she hugged me tight and wound her love so finally 
into my heart that I have tried for 5 years to adopt her and bring her to America 
to raise as my own daughter. But with no success. 

During the war I was a USO entertainer. I traveled the Alaska Highway, out 
the Aleutian chain to Attu and back, to Australia and New Guinea, and finally 
to Italy. (I flew 175,000 miles and had seven air crashes.) And that brought 
me to Elena. 

When I met her I was on a hospital show. With an accordion player I would 
go to those men who could not get out of bed to see the regular shows. One day 
our escort asked us if we would like to visit an orphanage. I scarcely suspected 
that this visit would change my whole life. 

After I had found Elena I began to contribute clothing and food to the orphan- 
age for all the children during the 9 months I served in Italy, and after I returned 
to America I sent over 500 food and clothing packages. 

Last year I went back to Italy and took Elena, now 10, out of the orphanage 
and put her in a private home in Rome. I intended to take her back to America 
with me but red tape prevented it. 

So now as I begin the sixth year of trying, Elena is still in Rome. I have 
spent $3,500 to date, have filed over 127 affidavits as to my financial ability to 
support her under the requirements of our State Department, and have made 
2 trips to Italy without succeeding even in getting her name on the visa waiting 
list. Adoption gives her no preference or priority and those with priority ratings 
come first. 

Possibly the only way to get her here is to arouse public opinion. If enough 
people think it is a shame that a little orphan is made to stay in Rome when there 
is a good American home and parents who love her waiting only for the day 
when she may be allowed to come—then perhaps there will be a happy ending to 
my story, too. I have the money waiting for her TWA ticket from Rome to 
Los Angeles and it will be a very joyous day when I can buy that ticket. 

HELEN C. PRIESTER. 

Los ANGELES, CALIF. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill H. R. 1475 should be enacted. 


O 
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SOOK KAT 
APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 2068] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2068) for the relief of Sook Kat, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to facilitate the entry of a minor Chinese 
orphan child who has been adopted by a United States citizen. 


STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated December 26, 1950, from the Chief of the Visa Division, Depart- 
ment of State, to the chairman of the Committee on the Judiciary 
of the House of Representatives, with reference to H. R. 9575, which 
was a bill introduced in the Eighty-first Congress for the relief of the 
same alien: 

DEPARTMENT OF STATE, 
Washington, December 26, 1950. 
The Honorable EMANUEL CELLER, 

Chairman, Committee on the Judiciary, House of Representatives. 

My Dear Mr, CEeuier: Reference is made to your letter of December 14, 1950, 
and its enclosure, wherein you requested the view of this Department concerning 
the enactment of H. R. 9575, a bill for the relief of Sook Kat, and to the Depart- 
ment’s interim reply thereto of December 15, 1950. 

Information contained in the Department’s files indicates that Huie Mon, a 
citizen of the United States residing at Minneapolis, Minn., is desirous of having 
his Chinese wife, his two minor sons, and his adopted daughter, Sook Kat, come 
to the United States from Hong Kong. 
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As the provisions of section 4 (a) of the Immigration Act of 1924, as amended, 
do not apply to the cases of adopted children of American citizens, Sook Kat is 
chargeable to the immigration quota for persons of the Chinese race. Since it 
appears that Sook Kat is applying at the American consulate general at Hong 
Kong, the child would be chargeable to the nonpreference portion of the Chinese 
racial quota, which is heavily oversubscribed. As a consequence thereof, it is 
anticipated that Sook Kat will be required to undergo a protracted period of 
waiting before a number from the nonpreference portion of the Chinese racial 
quota will become available for her use. 

However, no reason is perceived why, when a quota number may be allotted 
for the child’s use, an immigration visa may not be issued in her case. 

In the circumstances, and in the light of the foregoing information, the question 
of the enactment of the proposed bill appears to be one for legislative determina- 
tion, concerning which the Department does not wish to express an opinion. 

Sincerely yours, 
H, J. L’Hevrevx, 
Chief, Visa Division 
(For the Secretary of State). 


Congressman Walter Judd, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and urged the enactment of this bill, pointing to the 
fact that the family involved is now ready to proceed to the United 
States, but due to very strong ties developed between the family and 
the adopted orphan girl there is great reluctance to abandon the 
child in Hong Kong. 


Senator Herbert H. Humphrey has introduced in the Senate 5S. 
835 for the relief of the same alien. In connection with this bill 
Senator Humphrey has submitted the following: 


Unrrep States SENATE, 
Washington, D. C., February 17, 1951. 
Senator Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 

DEAR SENATOR McCarran: I am writing you with reference to 8S. 835, a bill 
for the relief of Sook Kat, minor Chinese orphan residing in Hong Kong, China. 
An identical bill, H. R. 2068, was introduced in the House by Congressman Judd 
and was favorably reported out by the Judiciary Committee on February 13. 
Floor action is expected on Tuesday, February 20. The circumstances prompting 
introduction of the bills are, briefly, this: 

Sook Kat is the adopted daughter of Huie Mon, a citizen of the United States 
whose wife and two natural-born sons are about to immigrate to the United States. 
An effort is being made to get Mrs. Mon and the two boys on their way before 
the Communists take over in Hong Kong, and it appears that adequate proof 
has now been furnished the American consul general to permit issuance of their 
visas. The adopted daughter, however, would have to be left behind unless 
special legislation is approved to permit her to enter the United States. 

This child’s parents died of starvation during the Chinese-Japanese war, and 
according to Chinese custom, she automatically became the adopted daughter of 
the closest male relative, who was Mr. Mon. It is naturally the hope that the 
little girl can come into the country with the rest of the family. 

Early and favorable action by the committee will be most certainly appreciated 
by all concerned, and I urge this consideration. 

Sincerely yours, 
Husert H. Humpnarey. 

In view of the fact that the committee is reporting favorably on 
H. R. 2068, the bill S. 835 will be indefinitely postponed. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill H. R. 2068 should be enacted. 


O 
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LUCIA ADAMOS 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2357] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2357) for the relief of Lucia Adamos, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the 
United States of the minor adopted child of citizens of the United 
States. The child would be considered to be a non-quota immigrant 
which is the status normally enjoyed by minor alien children of United 
States citizens. 

STATEMENT QF FACTS 


Congressman Joseph R. Farrington, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement: 


I am appearing before your committee in support of H. R. 2357, which I intro- 
duced to allow Lucia Adamos, a minor Filipino child and the legally adopted 
daughter of Apolonio and Anna A. Adamos, citizens of the United States, to enter 
this country. 

I.ucia Adamos was born June 25, 1948, in the Philippine [slands. When she 
was about 8 months old Mr. and Mrs. Apolonio Adamos took her into their home. 
On June 19, 1950, she was legally adopted through the Court of First Insta: 


i ce ot 


Cavite, Republic of the Philippines, Seventh Judicial District Photostatie copies 
of the decree of the adoption have been filed with your committee. 

Apolonio Adamos is a Filipino by birth and a naturalized citizen of the United 
States. Mrs. Adamos is an American citizen, having been born at Lahaina, 
Maui, T. H. They were married in Honolulu on September 2, 1939. Mr. 
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Adamos has served in the United States Navy for over 22 years. He had applied 
for transfer to the Fleet Reserve but canceled this request due to the present 
national emergency. He has been awarded the Good Conduct Medal; American 
Campaign; Asiatic-Pacific Campaign; American Defense (Fleet Clasp); Philip- 
pine Liberation; Philippine Defense, and World War II Victory Medal. 

He has been serving in the Philippines but was ordered to duty in continental 
United States on September 21, 1950. He is presently on active duty with the 
United States Navy. He applied for transportation of his dependents to the 
United States and was informed that his adopted daughter was ineligible to 
enter the United States as the provisions of the laws regarding the unmarried 
children of American citizens does not cover an adopted child. 

While the child would be entitled to enter the United States under the quota 
I have been informed it would take between 7 and 10 years before this could be 
accomplished. It was necessary, therefore, when Mr. and Mrs. Adamos were 
ordered to the United States that this young child be left in the Philippines. Mr. 
and Mrs. Adamos are extremely anxious that she be allowed to join them without 
delay. I would like to quote froma letter from Mrs. Adamos to show their feeling 
toward this youngster. 

“On applying for a visa for our adopted child, we were informed that our child 
could only enter the United States under quota allotment, which would take be- 
tween 7 and 10 years before she could be with us. My husband tried his best to 
present his reasons for having the child with us on leaving the Philippines, but all 
the answers were negative. We were forced under the circumstances and against 
our will to leave the child under the care of the real mother. 

“By adopting the said minor, under the law, we are primarily responsible for 
her upkeep and education. Morally, she is under our personal responsibility. 
Religiously, she is under our personal responsibility. We obligate ourselves to 
bring her up in a Christian faith. Now that the child is left behind, our con- 
science revolts in that our personal ambition for the good and welfare of the child 
cannot be carried into effect. 

‘‘We have been married 12 years with no child. Now that we have acquired 
one, whom we love and adore as our own flesh and blood, that said child was 
taken away from us for the simple reason that she is a Filipino citizen.” 

I can see no reason why this family should not be reunited. It appears evident 
that Mr. and Mrs. Adamos consider Lucia their own daughter and there appears 
.to be no valid reason why this child should not be granted permission to enter 
this country. 

I trust that the committee will act favorably on this legislation. 


In addition, Congressman Farrington submitted the following 
documents: 


CoMMANDER, UNITED States Nava Forces, PHILIPPINES 


NavPhil-N1.15—bt 
Pl-4 
Ser 
From: Commander, United States Naval Forces, Philippines. 
To: Commissioner of Immigration and Naturalization, Washington, D. C. 
Subject: Adamos, Apolonio (n), 497 90 16, SDC, USN—Waiver for clearance of 
adopted daughter; Request for. 

1. In accordance with the provisions of existing immigration and naturaliza- 
tion laws, adoptions of alien minors by American citizens of the Armed Forces of 
the United States are not recognized by the State Department in issuing clear- 
ance for entry into the United States. Immigrants of this category are considered 
only under the Philippine quota system. 

2. In the case of the adopted child of subject man, Lucia Adamos, was born 
June 25, 1948, and is the child of Agustin Edano and Maria Adamos, who are 
Philippine citizens. The child in question is the daughter of subject man’s sister 
and has been dependent upon Adamos and his wife since shortly after birth. The 
child was legally adopted on June 19, 1950, through the Court of First Instance 
of Cavite, Republic of the Philippines, Seventh Judicial District, and has been 
recorded as a legal adoption. 

3. Adamos is presently on active duty with the United States Navy and is 
being transferred to the United States Naval Receiving Station, San Francisco, 
Calif., for reassignment by Commander, Western Sea Frontier. Adamos has 
submitted a request to this command for transportation of dependents and is 
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entitled to such transportation subject to proper immigration and naturalization 
clearance. His request is being held in abeyance pending such clearance. 

4. In view of the above and in view of the time element in this case, it is re- 
quested and strongly recommended that special consideration be made in issuing 
clearance for entry of subject man’s adopted child into the United States which 
will alleviate any family hardships that may arise in the future. 

5. Subject man and his wife, Mrs. Anna Adamos, are both American citizens 
either by birth or by naturalization. 


W. C. Hout, Acting. 


AMERICAN EMBASSY, 
CONSULAR SECTION, 
Manila, Philippines, September 20, 1950. 
Capt. W. C. Hott, 
United States Navy, Chief of Staff, 
Commander, United States Naval Forces, Philippines, 
Sangley Point, Philippines. 

Dear Captain Hott: I have received your letter of September 16, 1950, re- 
uesting this office to issue a visa for the entry into the United States of Lucia 
Lucy) Adamos, the adopted daughter of Mr. Apolonio Adamos, 497 90 16, SDC, 

USN, and his wife, Mrs. Anna Arcio Adamos. 

Mr. Adamos had previously informed this office that he is an American citizen 
and that he has been assigned by the United States Navy to a tour of duty in the 
United States. His adopted daughter would appear to be ineligible to enter the 
United States as a temporary visitor inasmuch as she has no close ties abroad of a 
permanent nature which would tend to induce her adopted parents voluntarily to 
arrange for her return abroad (22 CFR 42.135). Although the unmarried children 
under 21 years of age of American citizens are eligible to enter the United States 
as nonquota immigrants (22 CFR 42.208), according to section 28 of the Immigra- 
tion Act of 1924, as amended, the term ‘‘child’’ when used in reference to the docu- 
mentary requirements and classification of immigrants under the act, does not 
include a child by adoption on or after January 1, 1924, or a stepchild (22 CFR 
42.101 (s)). 

While the Embassy fully appreciates the appealing circumstances surrounding 
eases of this type, I very much regret that there is no authority vested in any 
official of the executive branch of the Government to grant a waiver from quota- 
immigration restrictions to the legally adopted children of American citizens. 
The only way it would be possible for Mr. Adamos’ adopted daughter to enter 
the United States as a nonquota immigrant would be through the enactment of 
legislation by the United States Congress amending the present immigration laws 
to provide nonquota immigration status for the adopted children of American 
citizens, or, alternatively, through the enactment of special legislation by the 
Congress to provide specific exemption from quota restrictions in the case of Mr. 
Adamos’ daughter, Lucia Adamos. While legislation of this type is seldom 
enacted, Mr. Adamos may be interested to know that several bills have been 

assed by the Congress to permit legally adopted children to enter the United 
Rtates as nonquota immigrants. 
Sincerely yours, 
Haroytp C. Roser, Jr., 
American Vice Consul 
(For the Consul General). 





San Francisco, Cauir., December 28, 1950. 

Hon. Josepu R. FARRINGTON, 

Delegate from Hawaii, Congress of the United States, 
House of Representatives, Washington, D. C. 


Dear Sir: Your letter dated October 16, 1950, reached me through my wife, 
and I fully understand that you want me to furnish you with the history of our 
life, and also to furnish you with a transcript of my service record with the United 
States Navy. 

My wife was born on August 11, 1920, in Lahaina, Maui, T. H., and I was 
born in Masinloc, Zambales, Philippine Islands, on February 2, 1908. My wife 
and I were married in Honolulu, T. H., September 2, 1939, by Judge Louis le 
Baron. 

I hope this will give you the sufficient history of our life. Enclosed herewith is a 
transcript of my service record signed by my executive officer, Commander D. E. 
Henry, United States Navy. 
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I thank you very much for your good help to us and, hoping for the best, 
Very tryly yours, 
A. ADAMOs, 
Chief Steward, United States Navy. 


U. 8. S. Menifee (APA-202), care of Fleet Post Office, San Francisco, Calif. 


DECEMBER 18, 1950. 
To Whom It May Concern: 

This is to certify that Apolonio Adamos is a chief steward, serving on board 
the U. S. S. Menifee (APA-202). 

Adamos has served in the United States Navy under honorable conditions for 
a period of 22 years 1 month 16 days as of this date. Adamos has applied for 
transfer to the Fleet Reserve but canceled his request due to the present national 
emergency. 

Adamos has been awarded the Good Conduct Medal; American Campaign; 
Asiatic-Pacific Campaign; American Defense (Fleet Clasp); Philippine Liberation; 
Philippine Defense, and World War II Victory Medal. 

Adamos is a naturalized citizen of the United States. 

D. E. Henry, 
Commander, United States Navy, 
Executive Officer, U. S. S. ““Mentfee’’. 


REPUBLIC OF THE PHILIPPINES 
Court or First INstance or CavitEe, SEVENTH JupIcIAL DistTRIcT 
Sp. Proc. No. 4887 


In the Matter of the Adoption of Lucia Edaiio, Minor—Apolonio Adamos and 
Anna A, Adamos, petitioners 


DECISION 


This is a petition filed by the spouses Apolonio Adamos and Anna A, Adamos 
for the adoption of minor Lucia Edano. The order setting the case for hearing 
was duly published in the newspaper Nueva Era, edited in the city of Manila 
and of general circulation in this city and province of Cavite and in the Philippines 
(exhibit B). 

When this petition was called for hearing this morning, nobody appeared to 
oppose the same. The evidence shows that the petitioners are of age, husband 
and wife, without any issue, and are at present residents of Cavite City: that 
the minor herein who is about two years old is the legitimate child of Agustin 
Edano and Maria A, Edano who have given their consent to the said petition 
(exhibit A) and who also appeared today to reiterate their conformity to the 
same; that the said petitioners are able to support and maintain said child and to 
educate her properly, the husband being a member of the U. 8. Navy; that they 
are ready and willing to assume the responsibility of father and mother which the 
law imposes upon them; and that there is no legal impediment to the petition. 

Wherefore, the petition is hereby granted and it is ordered that the said minor 
Lucia Edano is, to all legal intents and purposes, the child of the petitioners 
Apolonio Adamos and Anna A, Adamos by adoption, and that the surname of 
said child be changed from ‘‘Edano’’ to “‘Adamos’’. It is further ordered that the 
said minor be freed from all legal obligations of obedience and maintenance with 
respect to her natural parents. 

Let a copy of this decision be furnished the local Civil Registrar of Masinloc, 
Zambales. 

It is so ordered. 

Cavite City, this 19th day of June 1950. 

Jesus Y. Perez, Judge. 

A true copy: 

[SEAL] Ponciano F, MARTINEZ, 

Clerk of Court. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2357) should be enacted. 


O 
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CONCETTA SANTAGATI GIORDANO 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 2450] 

The Committee on the Judiciary, to which was referred the bill 
(H. R. 2450) for the relief of Concetta Santagati Giordano, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provision of existing 
law relating to the commission of a crime involving moral turpitude, 
in behalf of the wife of a citizen of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill was convicted in Italy in 1947 of the 
crime of receiving stolen goods. She was sentenced to 2 months’ im- 
prisonment and fined 2,000 lire. The sentence was suspended. She 
is married to a United States citizen and without the waiver provided 
for in the bill she would be unable to enter the United States to join 
her husband. 

Congressman Thomas J. Lane, the author of the bill, submitted the 
following statement to the Committee on the Judiciary of the House of 
Representatives: 
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Re H. R. 2450, Concerra SantTaGatr GIORDANO 


CONGRESS OF THE UNITED StTarTEs, 
House or REPRESENTATIVES, 
Washington, D. C., February 20, 1961. 

I am enclosing evidence that I have obtained in support of the above-cited bill 
in behalf of Mrs. Concetta Santagati Giordano, wife of Mr. Giuseppie Joseph 
Giordano, 46 Hawthorne Street, Chelsea 50, Mass. 

Mrs. Giordano is a nonquota immigration visa applicant into the United States 
from Italy. However, it was revealed that she was tried and convicted by the 
lower court of Messina on October 10, 1947, of the crime of receiving stolen goods. 
She was sentenced to 2 months’ imprisonment and the payment of a fine of 2,000 
lire. The sentence was suspended. 

Because of her conviction of the commission of an offense involving moral 
turpitude, Mrs. Giordano was found to be inadmissible into the United States 
under section 3 of the Immigration Act of February 5, 1917, as amended. 

I am enclosing a copy of the report that I have receiv ed from the American 
consulate general at Palermo, Italy, in response to my appeal in behalf of. Mrs. 
Giordano, who is the wife of a widowed veteran, who is the father of three minor 
children, and he is most anxious to expedite the admission of his wife at the earliest 
possible date so that they may establish a home in my congressional district. 

If you do not find sufficient material enclosed, I suggest that you contact the 
Department of State so that a more complete report may be obtained from the 
consulate general. 

It is my sincere desire to expedite action on this bill, since I feel that it is a 
most worthy one, and I shall be thankful if you will kindly keep me informed 
regarding your actions in the interest of Mrs. Giordano, 

Tuomas J. Lang. 


The documents referred to in Congressman Lane’s statement read 
as follows: 


Tue COMMONWEALTH OF MASSACHUSETTS DEPARTMENT OF EDUCATION 
BOSTON 8, MASS. 
{Translation ] 
ITALIAN REPUBLIC 
IN THE NAME OF THE ITALIAN PEOPLE 


The Magistrate of Messina, Cav. Giovanni Orlando, has handed out the 
following 
SENTENCE 
in the penal case 
AGAINST 


Minutoli, Francesca, daughter of Giuseppe, aged 26 years; 

Micalizzi, Gaetana, daughter of the late Giuseppe, aged 64 years; 
D’Anza, Antonina, daughter of the late Giovanni, aged 44 years; 
Santagati, Concetta, daughter of Antonino, aged 26 years; 

Santagati, Paola, daughter of Antonino, aged 22 years, all of Messina. 


ee 


CHARGED 


the Ist, 2d; 4th, and 5th with the crime according to article 648, 62 N. 4, C. P. 
(Penal Code) of acquiring and receiving, for the purpose of making a money 
profit, articles derived by theft committed by Antonina Bella (not chargeable 
because under 14 years of age), committed against Micalizzi Pasquale; the 3d 
of the crime according to article 114, 624, Penal Code, for having instigated the 
minor daughter Antonina to commit the above crime. 


In Messina the 7th of April 1945. 


Following arguments presented today, having heard the Public Minister and 
the attorneys for the defendants, 
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IN FACT AND IN RIGHT 


with testimony of the carabineers of Galati Marina of June 14, 1945, the above- 
listed defendents were charged with the crimes in the heading and with decision 
of the Public Minister of the 8th of January 1946, the same are brought again 
before us for judgment. At today’s hearing Gaetana Micalizzi, regularly sum- 
moned, did not appear nor justify her absence, for which she is declared in 
contempt of court. 

It is held that it appears from the facts of the case that for some time the 
married couple, Pasquale Micalizzi and Antonia Lisa, resident in this village of 
S. Stefano Briga, suffered continued thefts of money and of various articles in 
their home; therefore, on the 6th of April in 1945 said Lisa, after letting the 
neighbors know that she was going to be away from home, hid herself in said house 
under the bed; after a brief wait she saw the girl, Antonina Bella, minor under 
age of 14 years, entering. Interrogated by the carabineers she declared that 
many times she got herself into the Micalizzi house by opening the outside door 
with the point of a small sickle which afterwards she hid in a hole in the wall 
of the house in front. The same declared to have stolen from the above-mentioned 
house, money, some mattress wool, of which she sold 2 kilograms to Francesca 
Minutoli for 150 lire, and 750 grams to Gaetana Micalizzi for 70 lire, and to have 
stolen, in addition, two sheets, which she sold to Paola Santagati for the sum of 
1,500 lire. That the confession made by Bella to the carabineers was confirmed 
by the same when confronted by Francesca Minutoli, by Gaetana Micalizzi, and 
by the Santagati sisters, for which reasons there is no doubt that the same confes- 
sion is the truth, and that it should not be held against her the fact that the 
above said girl retracted it before the Magistrate, during the period before judg- 
ment was rendered, repeating the usual argument that she was forced to declare 
herself guilty of the theft and to declare to have sold the wool and the sheets to 
the women indicated above because she was beaten and was violently used by 
the carabineers. 

Because that above said the guilt has been proven of Minutoli, of Micalizzi, 
and of the two Santagati and it is therefore held just to sentence them to two 
months in jail and fine of two thousand each (rather than three months in jail and 
three thousand lire fine, diminishing said sentence because the damage was small). 

It is held in regard to Antonia D’ Arrigo (mother of the minor Antonina Bella) 
that it does not appear that the same did instigate the daughter to commit the 
above thefts; it is undeniable, however, that she had the knowledge of the crimes 
committed by her daughter and that she derived unjust benefit because the above- 
mentioned girl, however clever and wary, could not hide herself from the vigilant 
care of her mother, nor could she hide from the same the money taken from 
Pasquale Micalizzi and that received from the sale of articles taken from same; 
it appears, further, by declaration of person under sentence, that one day the 
daughter showed her a note for one thousand, telling her that she had found it 
on the street in the village, and it would be naive to hold that the defendant 
believed the origin of said note, for which reason it is held just, modifying the 
charge, to declare Antonia D’Arrigo also guilty of the crime of receiving, and 
sentence her in the same degree as the other defendants. 

It is held that the sentences of the above should be pardoned in accordance with 
Law of June 16, 1946, No. 4, because of the past record of the defendants; that 
the expenses of the judgment follow the sentence and that the injured party should 
be compensated for expenses in the amount of 3,000 lire and restoration of loss to 
be settled in a separate hearing. That they be granted the benefit of noninscrip- 
tion. (This appears to be the summation by the prosecuting attorney.) 


os 2 OE, 


The Magistrate, having read the records against the defendants declares: 
(1) Francesca Minutoli, daughter of Giuseppe; (2) Gaetana Micalizzi, daughter 
of the late Giuseppe; (3) Concetta Santagati, daughter of Antonino; (4) Paola 
Santagati, daughter of Antonino, guilty of receiving and having seen articles 648, 
62 N. 4, Penal Code, I condemn them each to two months in jail and two thousand 
lire fine. Modifying the charge declare Antonia D’Arrigo, daughter of the late 
Giovanni, guilty of receiving and having seen articles 648, 62 N. 4, Penal Code, 
sentence her to two months in jail and two thousand lire fine. 

Having seen articles 483, 488, 487 of the Penal Code, sentence the defendants the 
usual payment of the trial expenses, to the payment of expenses to the injured 
party of three thousand lire, and to the restoration of damages to the same to be 
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settled at a separate hearing, and orders that none of the present be mentioned 
on penal certificates requested by private parties. Declares the sentence inflicted 
above pardoned, in accordance and under the Proclamation of the Presidential 
Decree of June 22, 1946, N. 4. 
The Magistrate /s/ ORLANDO. The Registrar /s/ SpatTaro. 
Deposited the 21st of October 1947. 
The P. M. /s/ BLANDALEONE. The Registrar /s/ SpaTaro. 
This copy confirms with the original. 
Messina, the 14th of July 1950. 
The Registrar /s/ BALRo. 
T certify that the above is a true translation from the Italian made according to 
the best of my knowledge and ability. 
Mary MusMANNO. 


Subscribed and sworn to before me this 22d day of September A. D. 1950. 
ELISABETH B, Lavois, Notary Public. 


My commission expires March 13, 1953. 


AMERICAN CONSULATE GENERAL, 
Palermo, Italy, January 22, 1951. 
Hon. THomas J. LANgE, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Lane: I have your letter of December 14, 1950, in which you 
ask whether it is not possible to grant a visa for permanent residence in the 
United States to Sra. Concetta Santagati Giordano, in view of the fact that the 
stolen goods for the receipt of which she was convicted and sentenced in 1947 
were valued ai such a small sum. 

I regrev to inform you that consular officers are noi granted any discretionary 
authority in such cases under terms of section 3 of the Immigration Act of Feb- 
ruary 5, 1917. Sra. Giordano is mandatorily excludable as one who has been 
convicied of a crime involving moral turpitude. No executive agency is entrusted 
with the power to make exceptions to this rule laid down by the Congress. 

Please assure your constituent that I fully understand the personal anguish 
which he suffers as a result of the operation of the law in the case of his wife, 
and have extended her every consideration legally possible. 

Sincerely yours, 
Davip C. BERGER, 
American Consul General. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2450) should be enacted. 


O 
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AMENDING SUBDIVISION A OF SECTION 34 OF THE 
BANKRUPTCY ACT, AS AMENDED 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be prin 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 3291 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3291) to amend subdivision a of section 34 of the Bankruptcy 
Act, as amended, having considered the same, reports favorably 
thereon, without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to proy ide by statute that 
upon the expiration of the term of office of a referee in bankruptey 
such referee shall continue to serve until a successor is appointed and 
qualifies. 

STATEMENT 


Under existing law, referees are appointed (except in a few unusual 
circumstances) for a term of 6 years. The statute does not contain a 
saving clause for their continuance in office. In the instances in which 
the judges empowered to make the appointment of such referees 
fail to make such appointment promptly, a lapse occurs in the office. 
There are probably few instances in which this law will be applicable, 
because in the great majority of cases the appointments will be made 
promptly. However, the committee is of the opinion that the provision 
proposed by this bill should be added to the law to prevent any lapse 
in referee service. 

This matter was considered by the Judicial Conference of the United 
States at its September 1950 meeting, and the following is an excerpt 
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from the report of such Conference, wherein the Conference approves 
the matter herein proposed: 


Referees— Tenure of service—There should be a provision under the statute to 
the effect that a referee upon the expiration of his term of office shall continue to 
serve until a successor is appointed and qualifies. The purpose of this proposal 
is to prevent a lapse in referee service caused by a delay in the appointment of a 
referee upon expiration of his regular term of office. In order to so provide, the 
committee recommended that section 34a (11 U.S. C. 62a) be amended by adding 
the following sentence at the end of the paragraph: : 

“Upon the expiration of his term, a referee in bankruptcy shall continue to 
perform the duties of his office until his successor is appointed and qualifies.” 

The Conference approved of the committee’s recommendation, and approved 
of the proposed amendment to section 34a (11 U. S. C. 62a). 


Also attached hereto and made a part of this report is a letter of 
March 7, 1951, from the Administrative Office of the United States 
Courts to the Vice President of the United States. 





ADMINISTRATIVE OFFICE OF THE 
UniTep Srates Courts, 
March 7, 1951. 
Hon. ALBEN W. BarRKLeEy, 
Vice President of the United States, 
Washington, D. C. 

Dear Mr. Vick PREsIDENT: I have the honor to transmit for the consideration 
of the Senate of the United States, a bill to amend subdivision a of section 34 of 
the Bankruptcy Act as amended, by adding at the end thereof a new sentence 
providing that upon the expiration of his term, a referee in bankruptcy shall 
continue to perform the duties of his office until his successor is appointed and 
qualifies provided the filling of the vacancy has been authorized by the Judicial 
Conference of the United States as provided in subdivision b of section 43 of the 
Bankruptcy Act. 

Section 34a of the Bankruptcy Act as amended, now provides that the judges 
of the several courts of bankruptcy shall appoint referees. Under section 37b (2) 
of the Bankruptcy Act the total number of referees to be appointed was divided 
by lot into three classes, with terms to expire June 30, 1949, 1951, and 1953, 
respectively. When the terms of the referees of the first class expired on June 30, 
1949, the sole district judge for the District of Utah, and the sole district judge for 
the Southern District of Iowa, had previously retired. Each had been assigned 
to serve in his former district, pending the appointment of a successor, but under 
the provisions of title 28, United States Code, section 296, a retired judge is 
prohibited from making appointments to statutory positions. The office of 
referee in bankruptcy at Salt Lake City remained vacant until November 28, 
1949, and the office of the referee at Des Moines, until January 3, 1951. 

It seems advisable that provision should be made similar to that contained in 
title 28, United States Code, section 504 relating to the tenure of office of the 
United States attorneys, to the effect that upon the expiration of his term, a 
referee in bankruptcy shall continue to perform the duties of his office until his 
successor is appointed and qualifies provided the filling of the vacancy has been 
authorized by the Judicial Conference of the United States as provided in sub- 
division b of section 43 of the Bankruptcy Act. 

This measure was approved by the Judicial Conference of the United States at 
its regular session held in Washington in September 1950 (p. 11 of the report of 
the regular annual meeting of the Judicial Conference of the United States, 
September 1950). 

This bill has been approved also by the National Bankruptcy Conference, a 
voluntary organization composed of representatives of the American Bar Asso- 
ciation, the American Bankers Association, the National Association of Referees 
in Bankruptey, the Commercial Law League of America, the American Institute 
of Accountants, law teachers, and writers in the field of bankruptcy, representatives 
of the National Wholesale and Retail Credit Organizations and others interested 
in bankruptcy matters. 
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The purpose of this proposal is to prevent a lapse in referee service caused by the 
delay in the appointment of a referee upon the expiration of his regular term of 
office. 

With great respect, I am, 

Sincerely yours, 
ELMORE WHITEHURST, 
Assistant Director. 
A BILL To amend subdivision a of section 34 of the Bankruptcy Act, as amended 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subdivision a of section 34 of the Bank- 
ruptey Act, as amended, is hereby amended by adding at the end thereof the 
following additional sentence: 

“Upon the expiration of his term, a referee in bankruptcy shall continue to 
perform the duties of his office until his successor is appointed and qualifies 
provided the filling of the vacancy has been authorized by the Conference as 
provided in subdivision b of section 43 of this Act.” 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, existing 


law in which no change is proposed is shown in roman): 


Sec. 62. APPOINTMENT, REAPPOINTMENT, AND REMOVAL OF REFEREES— 


APPOINTMENT 


(a) The judges of the several courts of bankruptcy shall appoint referees. 
Where there is more than one judge of a court of bankruptcy, or where the territory 
to be served by a referee includes territory in more than one judicial district, the 
appointment, whether an original appointment or a reappointment, shall be by 
the concurrence of a majority of all the judges of such court or of the courts of 
bankruptcy of such judicial districts, and where there is no such concurrence, 
then by the senior judge. Except as otherwise provided in section 65 of this title 
each appointment and reappointment shall be for a term of six years. [pon the 
expiration of his term, a referee in bankruptcy shall continue to perform the duties 
of his office until his successor is appointed and qualifies provided the filling of the 
vacancy has been authorized by the conference as provided in subdivision b of section 
43 of this Aet. 


REMOVAL 


(b) Removal of a referee during the term for which he is appointed shall be 
only for incompetency, misconduct, or neglect of duty: Provided, however, That, 
in the case of a part-time referee, an additional cause for removal shall be that 
his services are not needed. Any cause for removal in respect of any. referee 
coming to the knowledge of the Director shall be reported by him to the judge 
or judges of the judicial district or districts in which such referee serves, and a 
copy of such report shall at the same time be transmitted to the council and to 
the referee. Such judge or judges may, upon receipt of such report, or upon their 
own motion, remove the referee for any one or more of the above-mentioned 
causes; where there is more than one judge, such removal shall be by a concurrence 
of a majority of the judges, and where there is no such concurrence, then by the 
council. Before any order of removal shall be entered, except in the case of a 
part-time referee where the cause for removal is that his services are not needed, 
a full specification of the charges shall be furnished to the referee, and he shall be 
accorded by the removing judge or judges an opportunity to be heard on the 
charges. As amended June 28, 1946, c. 512, Sec. 2, 60 Stat. 324. 


O 
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AMENDING SUBDIVISION A OF SECTION 55 OF THE 
BANKRUPTCY ACT, AS AMENDED 


APRIL 23 (legislative day, ApriL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany H. R. 3292] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3292) to amend subdivision a of section 55 of the Bankruptcy 
Act, as amended, having considered the same, reports favorably 
thereon, without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to permit the court to 
fix the place for the holding of the first meeting of creditors in a bank- 
ruptey proceeding. 

STATEMENT 


At present there is an apparent inconsistency between two provisions 
of the Bankruptcy Act providing the place for the holding of the first 
meeting of creditors in any bankruptcy proceeding. Section 55 pro- 
vides that such first meeting of creditors shall be held at the county 
seat of the county in which the bankrupt resided or his domicile or 
his principal place of business. Section 37 provides for the holding 
of such first meeting of a bankrupt at a place designated by the 
Judicial Conference for the holding of court within the district. 
Places of holding court have been designated by the Judicial Confer- 
ence in every district, but they do not include all county seats. _There- 
fore, the inconsistency of the two sections is apparent. The pro- 
visions of this bill will resolve this inconsistency. At the September 
1950 meeting of the Judicial Conference of the United States this 
matter was ‘considered, and the Conference, in its report of such 
meeting, states as follows: 
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Referees—Place of holding court.—There is a conflict between the provision of 
section 55a of the Bankruptcy Act (Title 11, U. S. C. See. 91a) and Sec. 37b (1) 
(Title 11, U. S. C. See. 65b (1). Section 55a provides that the first meeting of 
creditors shall be held ‘‘at the county seat of the county in which the bankrupt 
has had his’principal place of business, resided, or had his domicile” and section 
37b (1) as amended by the Salary Act provides that the Judicial Conference shall 
determine ‘‘the places at which courts shall be held.” 

In order to eliminate this apparent inconsistency, the committee proposed that 
section 55a (Title 11, U. S. C. Sec. 91a) be amended to read as follows: 

“The court shall cause the first meeting of the creditors of a bankrupt to be 
held not less than ten nor more than thirty days after the adjudication, at the 
place or at one of the places designated by the Conference pursuant to section 37b (1) 
as a place at which court shall be held within the Judicial District in which the bank- 
rupt has had his principal place of business, resided or had his domicile; or if that 
place would be manifestly inconvenient as a place of meeting for the parties in 
interest, or if the bankrupt is one who does not do business, reside, or have his 
domicile within the United States, the court shall fix a place for the meeting which 
is the most convenient for parties in interest. If such meeting should by any 
mischance not be held within such time, the court shall fix the date, as soon as 
may be thereafter, when it shall be held.” (New language in italics.) 

The Conference concurred in the committee’s views, and recommended the en- 
actment of the proposed amendment to section 55a of the Bankruptcy Act. 


Also attached hereto and made a part of this report is a copy of a 
letter of March 7, 1951, from the Administrative Office of the United 
States Courts to the Vice President of the United States. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
March 7, 1961. 
Hon. ALBEN W. BARKLEY, 
Vice President of the United States, 
Washington, D. C. 

Dear Mr. Vick PresipEnt: I have the honor to transmit for the consideration 
of the Senate of the United States, a bill to amend subdivision a of section 55 of 
the Bankruptey Act as amended, so as to provide that the first meeting of the 
creditors of the bankrupt shall be held at the place or at one of the places designated 
by the Judicial Conference of the United States, pursuant to paragraph 1 of sub- 
division b of section 37 of the Bankruptcy Act, as a place at which court shall 
be held within the judicial district in which the proceeding is pending, or if that 
place would be unreasonably inconvenient for the parties in interest, the court 
shall fix a place within said judicial district which is not unreasonably inconvenient 
for the parties in interest. 

There is at present a conflict between the provisions of section 55a and section 
37b (1) of the Bankruptcy Act. Section 55a provides that the first meeting of 
creditors shall be held at the county seat of the county in which the bankrupt 
has had his principal place of business, resided or had his domicile; while section 
37b (1) as amended June 28, 1946, provides that the Judicial Conference of the 
United States shall designate the places at which court shall be held. Places of 
holding court have been designated by the Conference in every district but they 
do not include all county seats. It is the generally accepted view that section 
37b (1) controls because of its later enactment. 

The proposed bill is designed to eliminate this inconsistency and was approved 
by the Judicial Conference of the United States at its regular meeting in Washing- 
ton in September 1950 (See p. 11, report of the Judicial Conference, September 
1950). 

It has been approved also by the National Bankruptcy Conference, a voluntary 
organization composed of representatives of the American Bar Association, the 
American Bankers Association, the National Association of Referees in Bank- 
ruptcy, the Commercial Law League of America, the American Institute of 
Accountants, law teachers and writers in the field of bankruptcy, representatives 
of the National Wholesale and Retail Credit Organizations, and others interested 
in bankruptcy matters. 

With great respect, I am, 

Sincerely yours, 
ELMORE WHITEHURST, 
Assistant Director. 
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A BILL To amend subdivision a of section 55 of the Bankruptcy Act, as amended. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subdivision a of section 55 of the Bank- 
ruptcy Act, as amended, is hereby amended to read as follows: 

The court shall cause the first meeting of the creditors of a bankrupt to 
be held not less than ten nor more than thirty days after the adjudication, at 
the place or at one of the places designated by the conference pursuant to para- 
graph (1) of subdivision b of section 37 of this Act as a place at which court 
shall be held within the judicial district in which the proceeding is pending or 
if that place would be unreasonably inconvenient as a place of meeting for the 
parties in interest, the court shall fix a place for the meeting within said judicial 
district which is not unreasonably inconvenient for the parties in interest. If 
such meeting should by any mischance not be held within such time, the court 
shall fix the date as soon as may be thereafter, when it shall be held.’ 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


) 


SEC. 91. MEETINGS OF CREDITORS 


(a) The court shall cause the first meeting of the creditors of a bankrupt to be 
held not less than ten nor more than thirty days after [the adjudication, at the 
county seat of the county in which the bankrupt has had his principal place of 
business, resided or had his domicile; or if that place would be manifestly incon- 
venient as a place of meeting for the parties in interest, or if the bankrupt is one 
who does not do business, reside, or have his domicile within the United States, the 
court shall fix a place for the meeting which is the most convenient for parties in 
interest. adjudication, at the place or at one of the places designated by the conference 
pursuant to paragraph (1) of subdivision b of section 37 of this Act as a place at which 
court shall be held within the judicial district in which the proceeding is pending or if 
that place would be unreasonably inconvenient as a place of meeting for the parties in 
interest, the court shall fix a place for the meeting within said judicial district which 
is not unreasonably inconvenient for the parties in interest. If such meeting should 
by any mischance not be held within such time, the court shall fix the date as soon 
as may be thereafter, when it shall be held. 

(b) At the first meeting of creditors, the judge or referee shall preside and, 
before proceeding with other business, may allow or disallow the claims of creditors 
there presented, and shall publicly examine the bankrupt or cause him to be 
examined, and may permit creditors to examine him. 

(c) The creditors shall at each meeting take such steps as may be pertinent 
and necessary for the promotion of the best interests of the estate and the enforce- 
ment of this title. 

(d) The court shall call a meeting of creditors whenever one-fourth or more in 
number of those who have proved their claims shall file a written request to that 
effect; if such request is signed by a majority of such creditors, which number 
represents a majority in amount of such claims, and contains a request for such 
meeting to be held at a designated place, the court shall call such meeting at such 
place within thirty days after the date of the filing of the request. 

(e) Whenever the affairs of the estate are ready to be closed a final meeting of 
creditors shall be ordered: Provided, however, That a no-asset case may be closed 
without ordering such final meeting. July 1, 1898, c. 541, Sec. 55, 30 Stat. 559; 
June 22, 1938, c. 575, Sec. 1, 52 Stat. 865. 


O 
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NICOLETTA AND GUILIA PONTRELLI 
APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 756] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 756) for the relief of Nicoletta and Guilia Pontrelli, having 
considered the same, reports favorably thereon with an amendment 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


On line 10, change the period to a colon and add the following: 


Provided, That there be given a suitable and proper bond or undertaking, ap 
proved by the Attorney General, in such amount and containing such conditions 
as he may prescribe, to the United States and to all States, Territories, counti 
towns, municipalities, and districts thereof holding the United States and all 
States, Territories, counties, towns, municipalities, and di ; 

against Nicoletta Pontrelli becoming a public charge. 


stricts thereof harmless 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Nicoletta and Guilia Pon- 
trelli notwithstanding the fact that Nicoletta Pontrelli has been held 
to be inadmissible into the United States because of feeble-minded- 


ness. No quota charge is provided for in the bill inasmuch as the 
beneficiaries of the bill were in possession of quota immigration visas 
when they arrived in New York. 
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STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
to the chairman of the Committee on the Judiciary of the House of 
Representatives from the Acting Assistant to the Attorney General 


with reference to H. R. 677, whic h was a bill introdueed in the Kighty- 
first Congress for the relief of the same aliens: 


NOVEMBER 18, 1949. 
Hon. EMANUEL CELLER, 


Chatrman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 677) for the relief of 
Nicoletta and Guilia Pontrelli, aliens. 

The bill would direct the Attorney General, in the administration of the immi- 
gration and naturalization laws, to cancel deportation proceedings in the cases 
of Nicoletta and Guilia Pontrelli. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Nicoletta and Guilia Pontrelli, sisters, are natives and citizens of 
Italy, having been born in Bari, Italy, Nicoletta on January 9, 1915, and Guilia 
on April 12, 1920. They entered the United States at the port of New York on 
September 29, 1947, destined to their naturalized American citizen parents, 
and accompanied by a brother, who was admitted for permanent residence on 
October 16, 1947. Nicoletta and Guilia, however, were excluded since Nicoletta 
had been certified by the United States Public Health Service as being feeble- 
minded and Guilia for the reason that she was an accompanying alien whose 
protection and care were required by Nicoletta. On March 12, 1948, the Com- 
missioner of Immigration and Naturalization affirmed the exclusion of QGuilia 
and denied the application of Nicoletta for temporary admission under the ninth 
proviso to section 3 of the Immigration Act of 1917, since she was coming to the 
United States for permanent residence rather than for temporary purposes. 
Their appeal from this decision was dismissed on April 23, 1948, and on July 6, 
1948, their deportation was ordered stayed pending consideration of H. R. 6477, 
Eightieth Congress, and they were released on parole to the custody of their 
father upon the posting of bond. On September 17, 1948, the Board of Immigra- 
tion Appeals considered the motion filed by the alien’s counsel requesting recon- 
sideration of the Board’s order. This motion urged that if the Board was not 
favorably disposed to grant discretionary relief to both aliens, then Guilia, the 
accompanying alien, be admitted for permanent residence on condition that one 
of the aliens’ naturalized citizen parents accompany the feeble-minded alien in 
the event she is returned to Italy. The Board denied the motion for a recon- 
sideration insofar as it related to Nicoletta, the feeble-minded alien, and directed 
that the order of exclusion insofar as it related to Guilia be withdrawn on condi- 
tion that immediate steps be taken by one of the parents to accompany Nicoletta 
forthwith on her return voyage to Italy. Nicoletta did not depart for Italy, 
however, but further action looking toward the deportation of either one of them 
was ordered deferred pending consideration of this bill. 

The files further reflect that it is the opinion of two physicians of the United 
States Public Health Service that Nicoletta’s condition could improve under 
proper medical treatment, and, while it is their view that she will continue to be 
feeble-minded, they state that her improvement might go to the extent that she 
could maintain employment in a position which would give her some economic 
stability. It would also appear trom the record that she is not a primary mental 
defective, but that her condition is the result of meningitis, with which she was 
afflicted at the age of five. Nicoletta stated that she keeps house for her parents, 
sister, and brother, all of whom are employed, and that she is being supported 
by her parents. It is claimed that there are no remaining immediate relatives 
abroad. The record indicates that Guilia has been employed as a finisher on 
men’s shirts since February 21, 1949, for which she receives $26 per week. 

Whether in this case the general provisions of the immigration laws should 
be waived presents a question of legislative policy concerning which this Depart- 
ment prefers not to make any recommendation. If, however, this measure 
should receive favorable consideration by the committee, it is suggested that it 
be amended by deleting all after the enacting clause and substituting the following: 
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“That, notwithstanding the provisions of section 3 and section 18 of the 
Immigration Act of 1917, the aliens, Nicoletta Pontrelli and Guilia Pontrelli, 
upon payment by them of the required head taxes, shall be considered to have 
been lawfully admitted to the United States at the port of New York as of the 
date of the enactment of this act, if they are not inadmissible on any grounds 
other than the fact that Nicoletta Pontrelli is feeble-minded and Guilia Pontrelli 
is an accompanying alien whose protection or guardianship is required by the 
feeble-minded alien.” 

Yours sincerely, 
PETER CAMPRELL BROWN, 
Acting Assistant to the Altorney General. 


The following affidavit was made part of the evidence before the 
Committee on the Judiciary of the House of Representatives in con- 
nection with the case: 

NEw York 21, N. Y. 
To Whom It May Concern: 

This is to certify that in March 1948 I have examined Miss Nicoletta Pontrelli. 
Neuropsychiatric examination revealed a normal adult of dull borderline intelli- 
gence, who on account of very abnormal environment conditions had had no 
chance to develop her intellectual potentialities. At the time of the examination 
I felt that with proper treatment the patient’s condition could improve to such 
a point as to enable her to engage herself in a gainful occupation and to be self- 
supporting. This treatment may be obtained more adequately in the United 
States, where the patient may receive in addition the beneficial influence of her 
family, from which she was separated in her childhood. 

Sincerely yours, 
Sitvano Arretr, M. D. 


The committee, after consideration of all the facts in the case, is of 
th» opinion that the bill H. R. 756, as amended, should be enacted. 


O 
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T. L. MORROW 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 1424] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1424) for the relief of T. L. Morrow, having considered the 
same, reports favorably thereon, with an amendment, and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On line 6, page 1, strike out the figure ‘$5,000’, and insert in lieu 
thereof ‘$2,500”’. 


The purpose of the proposed amendment is given in the statement 
following. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $2,500 to T. L. Morrow, of Hattiesburg, Miss., in full settle- 
ment of all claims against the United States on account of personal 
injuries sustained by him in a collision with a United States Govern- 
ment vehicle near Biloxi, Miss., on March 3, 1942. 


STATEMENT 


On March 3, 1942, the claimant, T. L. Morrow, was injured in an 
automobile accident which occurred when the driver of an Army 
truck suddenly and without warning attempted to make a left turn 
while Mr. Morrow was attempting to pass the Army vehicle. The 
left front bumper of the truck struck the civilian vehicle at a point 
just to the rear of the right front wheel and the impact threw Mr. 
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Morrow against the handle of the left door causing a fracture of his 
left forearm and contusions of the left leg. 

The injured arm of Mr. Morrow was X-rayed and a cast applied. 
The cast remained on his arm for 2 months. After the removal of 
the cast, his arm was examined by Dr. Leo H. Martin, of Hattiesburg, 
Miss., who found that he had an abnormal disturbance at the area 
of the fracture. On later examination this same doctor found that 
the claimant’s forearm and hand were permanently injured and he 
told the claimant at that time that there was nothing he could do to 
give him immediate relief. 

The Department of the Army report submitted in connection with 

a similar bill introduced in the Eighty-first Congress states that 
The evidence shows that because of the condition of his left arm Mr. Morrow was 
compelled to quit work as a salesman for the United States Steel Corp. in January 
1946, and he has since been unemployed. 
At the time of the accident Mr. Morrow was 64 years of age and by 
occupation a traveling salesman employed by the United States Steel 
Corp., at a salary of $364.50 per month plus expenses. Two persons, 
his wife, Mrs. Mary H. Morrow, 62 years of age, and his grandson, 
dames C. Robert, Jr., 15 years of age, were wholly dependent upon 
him for their support. 

The Department of the Army concludes that the evidence in this 
case establishes that the accident and the resultant injury to the claim- 
ant were not caused by any fault or negligence on his part, but were 
instead caused solely by the negligence of the driver of the Army truck 
in making a left turn from an outside lane of a four-lane street without 
prior signal. The Department further concludes that as a result of 
this negligence the claimant should be reimbursed in a fair and reason- 
able amount and they state that they find the proposed award of 
$5,000 is fair and reasonable. 

The committee is of the opinion that this claimant should receive 
an award from the United States Government on account of the dis- 
ability incurred as a result of the negligence of a governmental em- 
ployee. The committee, however, believes that the award proposed 
by the Department of the Army and the House of Representatives is 
excessive in view of (1) the age of the claimant; (2) the age and num- 
ber of persons dependent upon him for support; and (3) the statement 
of the base surgeon at Keesler Air Force Base stating that the con- 
sultation report indicates that a considerable degree of the residual 
disability is due to the treatment given the case. It is the view of 
the committee that an award of $2,500 would constitute a fair and 
reasonable award to the claimant for the injuries which he suffered 
and, consequently, the committee recommends that the bill, as 
amended, receive favorable consideration. 

Attached hereto and made a part ofthis report is the report of the 
Department of the Army submitted in connection with a similar bill 


introduced in the Eighty-first Congress. 
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SEPTEMBER 15, 1950. 
Hon. EMANUEL CELLBR, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cetier: The Department of the Army has no objection to the 
enactment of H. R. 7141, Eighty-first Congress, a bill for the relief of T. L. 
Morrow. 

This bill would authorize and direct the Secretary of the Treasury ‘“‘to pay, 
out of any money in the Treasury not otherwise appropriated, to T. L. Morrow, 
of Hattiesburg, Mississippi, the sum of $5,000 * * * in full settlement of 
all claims of the said T. L. Morrow against the United States on account of per- 
sonal injuries sustained by him in a collision with a United States Government 
vehicle which occurred on March 3, 1942, at the intersection of Route 90, and 
White Road, Biloxi, Mississippi.” 

It appears from the evidence in this case that on March 3, 1942, T. L. Morrow 
was driving his 1941 Buick two-door sedan east on United States Highway No. 
90 in Biloxi, Miss., at a speed of about 30 miles an hour, following an Army truck, 
which was being operated on official business. Both vehicles were traveling in 
the extreme right-hand lane of the four-lane highway. It further appears that 
after following the Army vehicle for about 2 miles Mr. Morrow turned into the 
left-hand lane to pass it, sounding his horn at the time; that as his car passed the 
rear Wheels of the truck the Army driver suddenly and without a warning signal 
began a left turn into White Road, an intersecting street; and that the left front 
bumper of the truck struck the civilian vehicle at a point just to the rear of the 
right front wheel. The impact threw Mr. Morrow against the handle of the left 
door, causing a fracture of his left forearm and contusions of the left leg. He was 
taken to the dispensary at Keesler Field (now Keesler Air Force Base), where his 
injured arm was put in a sling and his left leg was dressed. He was then removed 
to the King’s Daughters Hospital, at Gulfport, Miss., where the arm was X-rayed 
and a cast applied. He stayed at the hospital 4 days and then went to his home in 
Hattiesburg. The cast remained on his arm for 2 months, after which it was 
removed at the King’s Daughters Hospital. 

On January 26, 1950, Dr. Leo H. Martin, Hattiesburg, Miss., made the following 
statement concerning Mr. Morrow’s injury: 

‘* * * 'T. L. Morrow called by my office for examination, after stating that 
he was in an accident in which he incurred a fracture of hisforearm. Said accident 
occurred about March 2, 1942. My examination was made in the early part of 
May, 1942, after the cast had been removed and I found that he had an abnormal 
disturbance at the area of the fracture; however, there was no X-ray made at this 
time. I suggested that he wait to see if it was not nerve pressure, as a result of a 
callous pressure in this particular area, resulting in pain and discomfort in the 
region of the wrist, hand, and fingers and suggested that he wait to see if time would 
not take care of this nerve disturbance. 

“On or about May 15, 1949, the above patient called by my office for further 
examination and instead of improving in time, I could see there was a definite 
decline in improvement and at this time I found his forearm and hand practically 
and permanently injured and advised the patient at this time that there was 
nothing that I could do to give him immediate relief, realizing there was consider- 
able pain and discomfort; however, I advised him to consult me from time to time 
relative to the condition of his forearm and hand. 

“On January 15, 1950, Mr. Morrow again called to my attention his injury and 
in view of my findings in past examinations as quoted above, I advised him 
immediately to have an X-ray made and a complete radiologist report made on 
same and he reported to the South Mississippi Infirmary and Clinie and had same 
made. A copy of the radiologist report, Dr. Andrew J. Carroll, Jr., M. D., is 
attached hereto, giving full reading of the X-ray. The original of the radiologist 
report is retained in my files.” 

The radiological report of Dr. Carroll, dated January 20, 1950, hereinbefore 
referred to, reads as follows: 

“Left forearm: AP and lateral views of distal half of left forearm including the 
hand show evidence of an old fracture of the distal third of the radius partially 
united and held in excellent position by means of firm beny callus. There is 
an irregularity of the trabecular structure with a bony defect seen in the AP 
view in the region of the fraeture site. The bony callus extends somewhat 
medially, encroaching slightly upon the interosseous space. An incidental finding 
is a rather pronounced decalcification of the carpal, metacarpal, and phalangeal 
bones.” 








4 T. L. MORROW 


On or about August 7, 1950, Mr. Morrow was examined at the Keesler Air 
Foree Base, Miss., and the report of such examination reads as follows: 

‘This 70-year-old salesman gives a history of a simple fracture of the left radius 
sustained in 1942 when thrown against a car door handle in an automobile accident. 
Following reduction and cast immobilization the arm appeared to heal and the 
patient continued in his occupation for approximately 4 years. Gradually he 
noticed increasing disability which had not previously interfered with his work. 
Since 1946 he has been unemployed and states that his left forearm has caused 
him considerably difficulty. 

“He complains of some numbness and tingling over the left fifth and fourth 
fingers, acute pain over the wrist on pronation and supination, and weakness and 
pain in the wrist on lifting. He states also that there is a chronic aching pain in 
the region of the wrist for which he uses an electric vibrator for symptomatic 
relief. 

“Examination reveals a well-preserved, healthy white male. Over-all arm 
lengths are equal. There is a full range of painless motion of the shoulders and 
elbows. The left arm and forearm measure 1 centimeter less in circumference 
than the right arm and forearm. This represents no significant atrophy. There 
is a full range of motion of both wrists, although extreme adbuction and flexion 
and the extremes of pronation and supination produce pain in the wrist. There 
is no significant atrophy of the hand muscles and no functional disability of the 
hand except complaints of pain in the region of the wrist on lifting. Patient can 
make a fist, has good oppones function, and all of the intrinsic musculature 
appears to be intact. There is questionable dullness to pin prick over the ulnar 
distribution in the hand. The examination of the wrist reveals a very promi- 
nent ulnar styloid, a deviation of the hand laterally due to slight shortening of 
the radius, and instability of the radioulnar articulation. There is marked 
crepitation between the ulna and radius on extremes of pronation and supination. 

‘X-rays reveal a healed fracture of distal shaft of the left radius with some 
shortening of the radius and minimal arthritic changes between the radius and 
ulna at the wrist. There is no evidence of osteomyelitis nor arthritis of the elbow 
or bones of the wrist. There is some demineralization of the bones of the forearm, 
wrist, and hand. 

“Impression: This patient’s pathology is limited to the region of the left wrist. 
Findings represent an old healed fracture of the radius with shortening and 
residuals of an unreduced dislocation of the radioulnar articulation, producing 
lateral deviation of the wrist and hand. There are early arthritic changes which 
produce pain on pronation and supination and on other movements of the radio- 
ulnar articulation. It is also to be expected that due to the deviation of the hand, 
there has been traumatic stretching of the ulnar nerve which produces the symp- 
toms referrable to the wrist and little finger. 

“In view of these findings it is the opinion of the examiner that the patient has a 
permanent residual disability with approximately 20 to 30 percent loss of the use of 
the left hand. He is able to perform most movements required to carry out rou- 
tines of his life. Since he does not do heavy labor, there is no indication to stabilize 
the wrist surgically.’ 

With reference to the above-quoted report, Col. Jacob R. Till, Jr., base surgeon, 
Three Thousand Three Hundred and Eightieth Group, Keesler Air Force 
Base, in a communication dated August 11, 1950, stated: 

“Your attention is invited to the consultation report which indicates a consider- 
able degree of the residual disability is due to the treatment given the case, 
with. failure to reduce the dislocation of the radioulnar articulation.” 

At the time of the accident in question Mr. Morrow was 64 years of age and by 
occupation a traveling salesman employed by the United States Steel Corp. at a 
salary of $364.50 a month pius expenses. At that time his wife, Mrs. Mary H. 
Morrow, 62 years of age, and his grandson, James C. Roberts, Jr., 15 years of age, 
were both wholly dependent upon him for their support. During the period of his 
hospitalization and convalescence his regular salary was paid by his employer, 
and, therefore, he did not at that time lose any earnings as a result of the accident. 

The damage caused to his automobile in the accident amounted to $161.82, for 
which he was reimbursed by the Army. It appears that immediately after the 
accident Mr. Morrow incurred medical and hospital expenses while he was under- 
going treatment at the King’s Daughters Hospital, Gulfport, Miss., in the aggre- 
gate amount of $104.50, which were paid by an insurance company with which 
he carried a policy. He states that he owes certain sums to Dr. Leo H. Martin 
and Dr. R. H. Clark, of Hattiesburg, Miss., who are treating his arm, but that 
bills from said physicians have not yet been presented to him. The evidence 
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shows that because of the condition of his left arm Mr. Morrow was compelled 
to quit work as a salesman for the United States Steel Corp. in January 1946, and 
that he has since been unemployed. 

Inasmuch as the medical evidence shows that Mr. Morrow is a well-preserved 
man for his age, except for his injured arm, it seems fair to conclude that had it 
not been for his injury he could have continued his work as a salesman for a con- 
siderable time beyond January 1946, when he retired because of his disability. 

The evidence in this case fairly establishes that this accident and the resulting 
injury of T. L. Morrow were not caused by any fault or negligence on his part, 
but were caused solely by the negligence of the driver of the Army truck involved 
in said accident in suddenly and without any warning signal attempting to make a 
left turn into an intersecting street from the outside lane of a four-lane street on 
which he was traveling. The Department of the Army, therefore, believes that 
Mr. Morrow should be compensated in a reasonable amount for the damages he 
has sustained by reason of his injury. Considering the age, general physical 
condition, occupation, and earnings of this claimant at the time of said accident, 
the fact that he had a wife and minor grandson wholly dependent upon him for 
support, the nature of the injuries:sustained by him, which have resulted in a 
considerable degree of permanent disability, the pain and suffering undergone, 
and the fact that in January 1946 he was obliged to cease work because of his 
injury, which has resulted in a considerable loss of earnings, the Department of 
the Army is of the view that the proposed award of $5,000 provided in H. R. 7141 
is fair and reasonable. The Department, therefore, has no objection to the enact- 
ment of the bill. 

This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U. S. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public Law 
55, 8lst Cong.), for the reason that the accident giving rise to his claim occurred 
prior to January 1, 1945, the effective date of the Federal Tort Claims Act. There 
is no other statute under which the claimant may be compensated for the damages 
sustained by him on account of his injury. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pace, Jr., Secretary of the Army. 


O 
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LOUISE LEITZINGER AND HER DAUGHTER 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1722] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1722) for the relief of Louise Leitzinger and her daughter, 
having considered the same, reports favorably thereon with an amend- 
ment and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 2 strike lines 14 and 15 and insert in lieu thereof the 
following: 


date of the payment by them of the required visa fees and head taxes. 
PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of the fiancée and minor child of a citizen of 
the United States who is an honorably discharged veteran of World 
War II, for the purpose of marrying said citizen and to thereafter 
reside in the United States. The purpose of the amendment is to 
conform the bill with the policy of the committee in adjusting the 
status of the fiancée as of the date of the payment of the visa fees and 
head taxes rather than as of the date of entry as visitors. 
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STATEMENT OF FACTS 


Congressman Francis E. Walter, the author of the bill, testified 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives and submitted the following information in con- 
nection with the bill: 

; : May 10, 4950. 
Hon. Francis E. WALreERs, 
Easton, Pa. 

Dear Str: Mr. James E. Shelly, Bowmanstown, Pa., a World War II veteran 
returned from abroad a short time ago, and while abroad he married an Austrian 
girl, who remains in Austria, he claims that he was informed that their marriage 
was illegal. However, he intends to bring his wife to America, and therefore asks 
your advice, just what procedure he must take. 

Will you kindly advise this young man, address all your communications to 
Mr. James E. Shelly, Bowmanstown, Pa. 

Yours truly, 
K. A. Boyer. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives also contain the following certificates and affidavits as 
follows: 

HEADQUARTERS, 
FivE HUNDRED AND THIRTY-THIRD SIGNAL SERVICE COMPANY, 
APO 541, United States Army, October 14, 1948. 


AFFIDAVIT 


Personally appeared before me the undersigned, authorized to administer 
oaths, Pfe James E. Shelly, who deposed as follows: 
I certify that I am supporting Miss Louise Leitzinger, and will pay all hospital 
and doctors bills to pay the delivery of her baby. 
JAMES E. SHELLY 
(Private First Class RA43045747). 
Sworn and subscribed to before me this 14th day of October 1948. 
AtFrRED H. Dopp, 
First Lieutenant Signal Corps, Summary Court Officer. 





Juty 1, 1950. 
Mr. Francis WALTER, 
Easton, Pa. 

Dear Sir: I received your most welcome letter and was very happy to find 
out that someone will help me. 

At the present time I do not have the money to make a trip to Austria. 

If you could kindly put a bill in Congress to get her and Sandy over to me I 
would be very happy. If it would be possible to get it in this session of Congress 
yet I would be thankful to you the rest of my life. You see she has to work 13 
hours a day to keep her and the child going. So you see she has a tough life over 
there. The civilian people don’t help her because she has an American child. 

Without her I have no ambition whatsoever. It seems like a boat without a 
rudder. If you have ever been away from someone then you must know how I 
feel. 

I am enclosing a paper which may be helpful. 

Thanking you from the bottom of my heart for what you have done and can 
do yet. 

Sincerely yours, 
James E, SHELLY. 


P. S.—She has an affidavit which states that I will support her and the child 
till I legally marry her. 
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COMMONWEALTH OF PENNSYLVANIA, 
County of Carbon, ss: 

Personally appeared before me, the subscriber one of the Justice of the peace, 
in and for the aforesaid county, James E. Shelly, Bowmanstown, Pa., who being 
duly sworn according to law, doth depose and say, that he is employed, and is 
therefore, wiliing and able to financially support and properly maintain Louise 
Leitzinger and her daughter Sandra Mary Lou Leitzinger; and further deponent 
saith not. 

JAMES E. SHELLY. 

Sworn to and subscribed before me, this 16th day of November 1950. 

[SEAL] Epwin A. Boyer, 

Justice o} the Peace. 

My commission expires January 1956. 


COMMONWEALTH OF PENNSYLVANIA, 
County of Carbon, ss: 

Personally appeared before me, the subscriber one of the justices of the peace, in 
and for the aforesaid county, Earl Shelly, who being duly sworn according to law, 
doth depose and say, that he is the father of James E. Shelly, Bowmanstown, Pa., 
who served his country as a private in Austria, from February 1946 to March 
1950; that he is physically and mentally able and willing to support, Louise 
Leitzinger and her daughter, Sandra May Lou Leitzinger. That he is now em- 
ployed, and thereby able to support the aforesaid financially ; and further deponent 
saith not. 

Earut H. SHELLY. 

Sworn to and subscribed before me, this 16th day of November, 1950. 

[SEAL] Epwin A. Boyer, 

Ju slice of the Pe ace, 

My Commission expires January 1956. 


THE Liprary OF CONGRESS, 
Wash ington D5. dD. Cc. 


Translation (German)} 


MaveEer-NEUFURTH, August 22, 1950. 


DECLARATION 


I, the undersigned Heinrich Leitzinger, residing at Mauer-Neufurth No. 378, 
hereby declare, and with my own signature, that I have no objection to the desire 
of my daughter, Aloisia Leitzinger, to go to the United States of North America 
and marry an American citizen there. 


HeINRICH LEITZINGER. 


The local municipal authorities certify that the above is the true signature of 
the person making the declaration, 
Mauer bei Amstetten, August 22, 1950. 
(Stamp of Gemeindeamt). 
(Signature of clerk illegible. 


Translated by Elizabeth Hanunian, January 29, 1951. 
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Tue Liprary oF CONGRESS, 
Washington 25, D. C. 
(Translation (German)] 

Linz, August 2, 1950. 
Police Authorities at Linz, 
File No. 3517. 

The certificate of good conduct gives no information as to membership in the 

NSDAP or its affiliates. 


CERTIFICATE OF GOOD CONDUCT 


This is to certify, for purposes of emigration to America, that Miss Aloisia 
Leitzinger, domestic, born on April 13, 1929, at Amstetten, district of Amstetten, 
eligible for voting at Mauer, district of Amstetten, residing at Linz, Lederergasse 
24, has no criminal record according to the penal register at Vienna. 

(Signed) WIESNER 
(For the Police Authorities). 
(Stamp and seal of police authorities.) 
Fee of 2 shillings paid. 


Translated by Elizabeth Hanunian, January 29, 1951. 


Tue Liprary or ConGREss, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C. 
[Translation (German)] 
Linz, July 27, 1950. 
Municipal Authorities of the Provincial Capital of Linz. 
Department: Registration, 02-021—50. 
Serial No. 19960. 
CERTIFICATE OF REGISTRATION 


In due application paragraph 7, section 4 of the prohibition law of 1947, this is 
to certify that the name of Miss Aloisia Leitzinger, born on April 13, 1929, at 
Amstetten, residing at Lederergasse 24, Linz, since 1946, does not appear in the 
registers of the municipal authorities of Linz and that no (criminal or other) 
procedure is pending against her. 

The Mayor 


(Signature illegible). 


(Stamps and seals of the municipal authorities of Linz.) 
Translated by Elizabeth Hanunian January 29, 1951. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill H. R. 1722, as amended, should be enacted, 


O 
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JOSE ENCARNACION ORTIZ 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1823] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1823) for the relief of Jose Encarnacion Ortiz, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On line 10 strike the following: “‘Upon the enactment of this Act’ 
and insert in lieu thereof the following: ‘Upon the granting of per- 
manent residence to such alien as provided for in this Act’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to a native of the Philippine 
Islands who is a veteran of the United States Navy. The bill provides 
for an appropriate quota deduction and for the payment of the 
required visa fee and head tax. 


STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated October 25, 1950, from the Deputy Attorney General to the 
chairman of the Committee on the Judiciary of the House of Repre- 
sentatives with reference to H. R. 8557, which was a bill introduced 
in the Eighty-first Congress for the relief of the same alien: 
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OcTOBER 25, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr, CuHarrMANn: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 8557) for the relief of 
Jose Encarnacion Ortiz, an alien. 

The bill would provide that Jose Encarnacion Ortiz, an honorably discharged 
veteran of World War II, shall be held to be lawfully admitted to the United 
States for permanent residence as of the date of his entry into this country upon 
payment of the required visa fee and head tax. It would also direct the Secre- 
tary of State to instruct the quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien was born on March 19, 1922, at Kawit, Cavite, Philippine 
Islands, and last entered the United States at Oakland, Calif., on September 27, 
1947, as a member of the United States Armed Forces for hospital treatment. 
A warrant of arrest in deportation proceedings was issued against him on October 
20, 1949, on the ground that, at the time of entry, he was an immigrant not in 
possession of a valid immigration visa and not exempted from the presentation 
thereof, 

The records further reveal that Mr. Ortiz enlisted in the United States Navy on 
September 24, 1945, at Sangley Point, Philippine Islands, and was honorably dis- 
charged on August 2, 1948, at the Veterans’ Administration Hospital, Van Nuys, 
Calif. At a hearing accorded the alien under the warrant of arrest on June 28 
1950, he stated that he had contracted tuberculosis while serving in the United 
States Navy and had been hospitalized in Guam, prior to his entry into this coun- 
try. It appears that he is presently drawing 100 percent disability compensation, 
and that he is unable to work since his discharge from the hospital. A letter from 
the Veterans’ Administration Hospital, Long Beach, Calif., dated June 19, 1950; 
indicated that the alien’s tuberculosis condition was apparently arrested, but that 
he must continue out-patient treatments for a period of 2 years. Mr. Ortiz is 
presently residing in California with his wife who is in the United States as a 
temporary visitor. The alien further stated that his wife is unemployed and 
expected a baby in August of this year. 

The alien is chargeable to the Philippine quota which is oversubscribed and an 
immigration visa is not readily obtainable. At the time of his entry into the 
United States he was of a class excludable from this country under the provisions 
of section 3 of the Immigration Act of February 5, 1917, as a person afflicted with 
tuberculosis. Therefore, in the absence of special legislation he may not be 
permitted to remain permanently in the United States. Whether Mr. Ortiz 
should be granted an exemption from the provisions of the immigration laws 
through the enactment of this bill presents a question of legislative policy con- 
cerning which this Department prefers to make no recommendation. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1823) as amended, should be enacted. 


O 
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MATTIE MASHAW 


APRIL 23 (legislative day, APRIL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 652] 


The Committee on the Judiciary, to which was referred the bill (H. 
R. 652) for the relief of the estate of Mattie Mashaw, having con- 
sidered the same, re ae favorably thereon, with amendments, and 
recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 6, strike out $5,249.45”, and insert in lieu thereof 
“$6,244” 
On page 1, line 9, strike out ‘1944’’, and insert in lieu thereof 
**1942”’ 
PURPOSE 


The purpose of the proposed legislation, as amended, is to pay 
$6,244 to the estate of Mattie Mashaw, in full settlement of all claims 
of such estate against the United States arising out of the destruction 
by the Sixth Army in the summer of 1942, of a frame mane , an adobe 
house, and a well which were situated on certain lands in Imperial 
County, Calif., and were owned by Mrs. Mattie den 


STATEMENT 


Mattie Mashaw was the owner of a parcel of land located in Imperial 
County, Calif., approximately 12 miles northwest of Yuma, Ariz. 
In November of 1942, the premises were improved with the following 
structures: (a) an adobe house 16 by 18 feet, built in 1939; (6) a 
frame house containing two rooms and a porch, built in 1929; and 
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(c) a hand-dug well, 214 feet deep, lined with boards and improved 
with a derrick, dug sometime subsequent to 1929. 

In 1941 Mrs. Mashaw went to spend the summer in Redding, 
Calif., and because of illness, she did not return to her home as she 
had planned. During the month of November 1942, armed units of 
soldiers entered on the property without consent of the owner and 
posted guards to prevent entry by other than authorized Army 
personnel. When the Army units left the area, it was discovered 
that the two houses had been leveled to the ground and the well 
had been filled with debris, consisting of many loaves of bread, 
numerous gallon jars of mayonnaise and mustard, cardboard boxes, 
and miscellaneous objects. 

There is evidence that, in addition to the above, certain personal 
property owned by a daughter of Mrs. Mashaw and stored in the 
adobe house was also destroyed, but no claim for that property 
damage is made in this bill. 

The Department of the Army in its report states that: 

It appears from the affidavit of Mrs. Anna May Seabridge, of Central Valley, 
Calif., the daughter of Mrs. Mashaw, dated June 27, 1950, that all of the personal 
property located in the adobe house had been stored in said house by Mrs. Sea- 
bridge and that it belonged to her. There appears to have been no personal 
property in the frame house at the time of its destruction. It further appears 
that the estate of Mattie Mashaw is making no claim through H. R. 652 for dam- 
ages on account of the destruction of personal property. 

The evidence establishes that the damage to the property of Mrs. Mashaw was . 
caused by units of the United States Army while on maneuvers in Imperial County, 
Calif., in 1942. The claims officer who investigated this damage found that the 
Army had caused the following damage to the property of Mrs. Mashaw: 


ann ir ee TE rd ee a eS ocd ewebiaee $750. 00 
Desiswetion of meune MONO. ooo eke cece. sataia g e e 
SORTIIOLIOT: OF ak ON IE Ws aa asa i oe sk tenon kenx 3, 499. 45 


. = iciaactai a Nabee coa 5, 249. 45 

This estimate of damage appears to be fair and reasonable. There is no method 
by which the estate of Mattie Mashaw may be compensated for this damage 
except through the enactment of a private relief bill such as H. R. 652. 

The committee notes that this bill passed the House awarding the 
amount estimated by the Army to be the “measure of damages,” and 
invites attention to the fact that this is clearly an estimate made by 
a claims officer of the Department of the Army. 

House Report No. 219, submitted in connection with this bill 
contains a series of detailed affidavits from neighbors, and members of 
the family who had actually participated in the construction of the 
improvements, from which it appears that the damage would more 
reasonably amount to the sum of $6,244, and therefore the committee 
recommends that the bill be reported favorably in that amount. 

Attached hereto and made a part of this report is the above referred 
to letter from the Department of the Army dated February 6, 1951. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 6, 1951. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cetier: The Department of the Army would have ho objection 
to the enactment of H. R. 652, Gichtpascund Congress, a bill for the relief of the 
estate of Mattie Mashaw, if it should be amended as hereinafter recommended. 
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This bill provides as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, out of 
any money in the Treasury not otherwise appropriated, to the estate of Mattie 
Mashaw, the sum of $6,244. The payment of such sum shall be in full settlement 
of all claims of such estate against the United States arising out of the destruction 
by the Sixth Army in the summer of 1944, of a frame house, an adobe house, 
and a well which were situated on certain lands in Imperial County, Calif., and 
were owned by the late Mattie Mashaw. Such lands are more particularly 
described as follows: 

“Northeast quarter and northwest quarter of section 4, township 16, range 21, 
consisting of three hundred thirty-eight and ninety one-hundredths acres, more 
or less.’’ 

It appears that Mattie Mashaw was the owner of the northeast and northwest 
quarters of section 4, township 16, range 21, Imperial County, Calif., at all times 
material to this report. The above-described land is located in the desert 
approximately 12 miles northwest of Yuma, Ariz., near Ogilby, Calif. A frame 
house, an adobe house, and a 214-foot well were located on Mrs. Mashaw’s 
property. Mrs. Mashaw made her home on this tract of land until 1941 when 
she went to spend the summer with her daughter in Redding, Calif, intending 
to return to Imperial County in the fall. However, because of illness, she did 
not return to her home as she had planned. 

During the month of November 1942 armored units of the United States 
Army entered the property belonging to Mrs. Mashaw, without her consent, and 
posted guards to prevent entry on the land by other than Army personnel. 
When the units of the Army left the area after conducting maneuvers it was 
found that the two houses had been leveled to the ground and the well had been 
filled with debris. Tank tracks, fox holes, and shell holes are still evident on the 
property. 

Mrs. Mashaw requested Mr. and Mrs. James W. Sanders to care for her 
Imperial County property during her absence. Accordingly, they frequently 
inspected the property and are familiar with the circumstances of the damage 
to said property. In an affidavit executed by Mr. and Mrs. Sanders on July 28, 
1950, they said: 

“* * * that your affiants cared for and looked after said property from 1941 
until about December 1942, when the United States Army moved on the property 
and destroyed the buildings, personal property, and improvements thereon as 
hereinafter mentioned; that on the Sunday before Thanksgiving 1942 we in- 
spected said property and the following property was present on said premises, 
to wit: 

‘* ‘One adobe house; one frame house; various household furnishings; miscella- 
neous mining equipment; one Edison phonograph; water pipe; spool of one-half- 
inch cable; several pieces of lumber; permanent-wave machine; one gasoline wash- 
ing machine; blacksmith tools consisting of blower, forge, anvil, drill steel, drill 
bits, trunk containing antiques; china closet; dishes; oak dining table and four 
chairs; two overstuffed chairs; two beds; two mattresses; two springs; one ice box 
(100-pound capacity); one cast-iron heater; stove pipe; big cyanide steel tank.’ 

“That on Sunday immediately following Thanksgiving 1942 we went to the 
location of said premises and property for the purpose of inspecting the same, but 
were stopped by two guards of the Sixth Division of the United States Army, who 
advised us that said Sixth Division had taken possession of the property and prem- 
ises and that we would not be permitted to go upon the premises for any purpose; 
that after the expiration of more than a year and immediately after said Sixth 
Division moved off of said property and premises, your affiants again visited the 
location of said property and found that all of the above-described property had 
been completely destroyed; that the well on said premises had been filled with 
many loaves of bread, numerous gallon jars of mayonnaise and mustard, and card- 
board boxes and miscellaneous items.”’ 

Several other persons who are familiar with the facts and circumstances relating 
to the damage to Mrs. Mashaw’s property have submitted affidavits substantially 
similar to the affidavit of Mr. and Mrs. Sanders. 

Mattie Mashaw died on January 14, 1948, without ever having filed a claim 
with the War Department or the Department of the Army for the damage caused 
to her property. 

It appears from the affidavit of Mrs. Anna May Seabridge, of Central Valley, 
Calif., the daughter of Mrs. Mashaw, dated June 27, 1950, that all of the personal 
property located in the adobe house had been stored in said house by Mrs. Sea- 
bridge and that it belonged to her. There appears to have been no personal 
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property in the frame house at the time of its destruction. It further appears 
that the estate of Mattie Mashaw is making no claim through H. R. 652 for 
damages on account of the destruction of personal property. 

The evidence establishes that the damage to the property of Mrs. Mashaw was 
caused by units of the United States Army while on maneuvers in Imperial County, 
Calif., in 1942. The claims officer who investigated this damage found that the 
Army had caused the following damage to the property of Mrs. Mashaw: 


Destruction of frame house $750. 00 
Destruction of adobe house __. , 1, 000. 00 
Destruction of 214-foot dug weil 3, 499. 45 


Total . ot _. 5, 249. 45 

This estimate of damage appears to be fair and reasonable. There is no method 
by which she estate of Mattie Mashaw may be compensated for this damage 
except through the enactment of a private relief bill such as H. R. 652. The 
Department of the Army, therefore, would have no objection to the enactment 
of this bill if it should be amended to provide for an award to the estate of Mattie 
Mashaw in the amount of $5,249.45. 

For the purpose of accuracy it is recommended that, if this bill is favorably 
considered by the Congress, the text thereof be amended to read as follows: 

““Be it enacted by the Senate and House of Representatives of the United States of 
America in Cengress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to the estate of Mattie Mashaw, deceased, the sum of 
$5,249.45, in full settlement of all claims of the said estate of Mattie Mashaw, 
deceased, against the United States for damages arising out of the destruction by 
units of the United States Army in 1942 of a frame house, an adobe house, and a 
dug well, which were situated on certain lands in Imperial County, California, 
owned by the said Mattie Mashaw. Such lands are more particularly described 
as follows: 

‘“‘Northeast quarter and northwest quarter of section 4, township 16, range 21, 
consisting of three hundred thirty-eight and ninety one-hundredths acres, more 
or less. 

“See. 2. No part of the amount appropriated in this Act in excess of 10 per 
centum thereof shall be paid or delivered to or received by any agent or attorney 
on account of services rendered in connection with this claim, and the same shall 
be unlawful, any contract to the contrary notwithstanding. Any person violating 
the provisions of this Act shall be deemed guilty of a misdemeanor and upon 
conviction thereof shall be fined in any sum not exceeding $1,000.” 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army 


O 
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AMENDING THE ACT ENTITLED “AN ACT TO PROVIDE BETTER 
FACILITIES FOR THE ENFORCEMENT OF THE CUSTOMS AND 
IMMIGRATION LAWS,” APPROVED JUNE 26, 1930, AS AMENDED 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany §. 24] 


The Committee on the Judiciary, to which was referred the bill 
(S. 24) to amend the act entitled “An act to provide better facilities 
for the enforcement of the customs and immigration laws,” approved 
June 26, 1930, as amended, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to increase the existing limitations on the 
amount of funds which may be expended for the purpose of providing 
facilities for the enforcement of the customs and immigration laws, 
where no other suitable facilities exist. 


STATEMENT OF FACTS 


The Department of Justice has requested the enactment of this 
legislation and in support thereof has submitted the following letters 
from the Deputy Attorney General to the chairman of the Senate 
Committee on the Judiciary. 








2 ENFORCEMENT OF CUSTOMS AND IMMIGRATION LAWS 


Ocrosper 25, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 


United States Senate, Washington, D. C. 


My Dear Senator: The Department of Justice reeommends the enactment of 
legislation to increase the existing limitations on the amount of funds which may 
be expended for the purpose of providing facilities for the enforcement of the 
customs and immigration laws, where no other suitable facilities exist, and sub- 
mits herewith a draft of a bill to effectuate such recommendation. 

The act of June 26, 1930 (46 Stat. 817), as amended by the act of October 10, 
1940 (54 Stat. 1091; 19 U. S. C. 68), authorizes the Secretary of the Treasury and 
the Attorney General to expend, from the funds appropriated for the general 
maintenance and operation of the Customs and the Immigration and Naturali- 
zation Services, respectively, the necessary amounts for the acquisition of land 
and the erection of buildings, sheds, and office quarters, including living quarters 
for officers where none are otherwise available, for the purpose of providing better 
facilities for enforcement at points along the Canadian and Mexican borders at 
which no Federal or other suitable buildings are available. The existing law pro- 
vides, however, that the total amount which may be expended for any one project, 
for the use of one department, including the cost of the site, shall not exceed 
$5,000, and that where quarters are so erected or facilities so provided for the 
joint use of the Customs and the Immigration and Naturalization Services the 
combined cost charged to the two appropriations concerned shall not exceed 
$10,000 for any one project, including the site. 

Since the enactment of the 1940 statute, costs of lands and buildings have more 
than doubled throughout the United States. In addition, building costs along the 
Mexican border of the United States, where the Immigration and Naturalization 
Service is in need of several new facilities, have increased by an even greater 
percentage. For these reasons, it is apparent that under the limitations contained 
in the existing law, the Immigration and Naturalization Service will not be able 
to provide the same quality of facilities that has previously been authorized. 

A specific example of the necessity for a change in the existing limitations is 
that which involves the building now occupied as headquarters for the border 
patrol at Tucson, Ariz. This building is now occupied by the Immigration 
and Naturalization Service under a rental agreement which will expire in Septem- 
ber 1951, and which contains an option to purchase the property for the sum of 
$6,000. The property, with the improvements that have been made, has an es- 
timated fair market value of $30,000. The improvements, which were added to 
the property through the use of prison labor and surplus property and building 
materials, cost approximately $5,000. By exercising the option, the Federal 
Government might, for a total outlay of $11,000, purchase property which is 
estimated to be worth nearly $30,000, except for the limitations contained in 
existing law. Although this is one instance only of what has become a rather 
severe administrative problem, it is obvious that unless existing law is amended 

rior to the expiration of the lease cited as an example the Immigration and 
Jaturalization Service will be faced with the practical necessity of negotiating 
a new lease at a substantially higher rent for the same premises, or of seeking 
inferior quarters elsewhere with a consequent abandonment of some, or all, of the 
improvements. 

Under the circumstances, the Department of Justice recommends that the 
limitation of $5,000 which may be expended for any one project for the use of 
one department be raised to $15,000, and that the limitation on the expenditure 
of funds for quarters erected or facilities provided for the joint use of the Customs 
and the Immigration and Naturalization Services be changed from $10,000 to 
$30,000. 

The Director of the Bureau of the Budget has advised that the enactment of the 
proposed legislation would be in accord with the program of the President. 

Yours sincerely, 
PreyToN Forp, 
Deputy Attorney General. 
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APRIL 3, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: Mr. Fred Mesmer of your staff telephonically invited the 
submission of further facts in justification of S. 24, a bill to amend the act entitled 
‘An act to provide better facilities for the enforcement of the customs and immi- 
gration laws” by increasing from $5,000 to $15,000 the limitation upon the amount 
the Department may expend to provide better facilities for the enforcement of the 
immigration laws at any one location. 

The original act of June 26, 1930, fixed limitations of $3,000 for any one project 
for the use of one department and $6,000 for any one project for the joint use of 
the Customs and Immigration Services. In recognition of the increased construc- 
tion costs and the expanded activities of the agencies concerned, the Congress 
amended the law by the act of October 10, 1940 (54 Stat. 1091; 19 U.S. C. 68 
raising the limitations to $5,000 and $10,000, respectively. Even the most casual 
comparison of construction costs and the prices of general real estate today with 
those of 1940 supports the view that such items have approximately tripled 
are still advancing. This fact alone justifies the enactment of 8S. 24. 

In addition to the justification set forth in my letter of October 25, 1950, it 
can now be pointed out that because of the present limitations specified in the act 
of June 26, 1930, as amended, the Department in recent montbs has been pro- 
hibited from utilizing to best advantage the authority to provide adequate facilities 
for the enforcement of the immigration laws. For example, only a few weeks ago 
the Navy Department requested that the Immigration and Naturalization 
Service vacate the premises used for the detention of aliens at Camp Elliott near 
San Diego, Calif. The Department owns a tract of land near Chula Vista, Calif., 
and had it not been for the prohibition upon expenditure of more than $5,000 
for any one project the solution to the Camp Elliott problem would have been the 
erection of detention quarters on the Government-owned site at Chula Vista. 
Another example is at El Paso, where the Department owns a tract of land upon 
which there is urgent need for erection of facilities for the training of patrol 
inspectors. Action upon this need is not possible under the current limitation. 

As an incidental factor, I think you will agree that in view of the present inter- 
national situation which directly affects the problems of the Immigration and 
Naturalization Service it appears likely that emergent need for expenditure of 
funds for land and/or buildings may continue to develop for an indefinite period. 

I appreciate this opportunity of submitting further facts in support of the 
proposed legislative change covered by 8. 24. 

Yours sincerely, 


and 


PEYTON Forp, 
Deputy Attorney General. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 24) should be enacted. 


O 
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GRADY FRANKLIN WELCH 


APRIL 23 (legislative day, Aprin 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany 8. 1109} 


The Committee on the Judiciary, to which was referred the bill 


(S. 1109) for the relief of Grady Franklin Welch, having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay Grady Franklin 
Welch the sum of $450, in full settlement of all claims against the 
United States for attorney’s fees paid by him in the case of United 
States against Welch, criminal No. 10,200, District Court of the 
United States for the Eastern District of Virginia, Norfolk Division. 


STATEMENT 


On April 22, 1950, Grady Franklin Welch was engaged in the per- 
formance of his official duties as guard supervisor at the Security 
Department, United States Naval Amphibious Base, Little Creek, 
Norfolk, Va., holding the rating of captain of base police, in civil 
service status. 

While so engaged he shot and killed a prowler in the restricted area 
of the base. The prowler was later identified as William Ernest 
Hendrix, private first class, United States Marine Corps Troop 
Training Unit of the United States Naval Amphibious Base at Little 
Creek. Private Hendrix had been challenged and pursued by Captain 
Welch and ordered to halt. Three warning shots had been fired 
prior to the fatal shot, which was fired at a distance of about 338 feet. 
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The incident was thoroughly investigated by a naval board of in- 
vestigation and the board found that— 


Captain Welch acted in performance of his duty as a member of the civilian 
base police force; that he fired at Hendrix under the performance of an obligation 
to prevent his escape as a last resort and that he was engaged in the commission 
of a lawful act and that he acted with due caution and circumspection. 


An indictment was rendered against claimant and he requested 
that the Judge Advocate General of the Navy arrange for his defense 
by Government counsel. The Judge Advocate General declined to 
transmit the request to the Department of Justice for the reason that 
it would be inconsistent to ask the United States attorney to designate 
counsel to defend claimant inasmuch as it was the United States 
attorney’s duty to prosecute him. Claimant engaged private counsel 
to defend him at the trial, which resulted in a verdict of acquittal. 
Counsel charged claimant a fee of $450 for his services, all of which 
claimant has paid. 


There appears to be no appropriation available to the Navy Depart- 
ment from which reimbursement could be made to this claimant, 


particularly in view of the prohibition imposed by section 189 of the 
Revised Statutes (5 U.S. C. 49), that 


No head of a department shall employ attorneys or counsel at the expense of 
the United States; but when in need of counsel or advice, shall call upon the 
Department of Justice, the officers of which shall attend to the same. 


The committee, in agreement with the Department of the Navy 
and the Department of Justice, concludes that the unusual circum- 
stances in this case justify a private relief bill to reimburse claimant 
for the expense actually incurred by him as an aftermath of the 
performance of his official duties for the Navy, and recommends 
favorable consideration of this bill. 


The report of the Department of Justice dated March 29, 1951, 
concerning this bill, is appended hereto and made a part of this report. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, D. C., March 29, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 1109) for the relief of Grady Franklin 
Ww A th. 

The bill would provide for payment of the sum of $450 to Grady Franklin Welch, 
in full settlement of all claims against the United States for attorney’s fee paid 
by him for his defense in a criminal case. 

In compliance with your request a report was obtained from the Department 
of the Navy concerning this legislation. According to that report, which is a 
copy of the report submitted to the Speaker of the House of Representatives in 
connection with this bill, it appears that claimant, while engaged in the perform- 
ance of his official duties as guard supervisor at the Security Department, United 
States Naval Amphibious Base, Little Creek, Norfolk, Va., shot and killed a 
prowler who was subsequently identified as a marine member of a troop training 
unit stationed at the base. A naval board of investigation, after a thorough in- 
quiry, found that claimant had acted in the performance of his duty as a member 
of the civilian base police force; that he fired at the marine under the performance 
of an obligation to prevent his escape as a last resort; and that he was engaged in 
the commission of a lawful act and that he had acted with due caution and cir- 
cumspection. 
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An indictment was rendered against claimant and he requested that the Judge 
Advocate General of the Navy arrange for his defense by Government counsel. 
The Judge Advocate General declined to transmit the request to the Department 
of Justice for the reason that it would be inconsistent to ask the United States 
attorney to designate counsel to defend claimant inasmuch as it was the United 
States attorney’s duty to prosecute him. Claimant engaged private counsel whose 
fee was $450 and claimant was acquitted at the trial. 

The Department of the Navy states that it considers that the unusual cireum- 
stances existing in this particular case justify a private relief bill to compen- 
sate claimant for the expenses actually incurred by him as an aftermath of the 
performance of his official duties for the Navy. 

The Department of Justice concurs in the views of the Department of the Navy. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
PeEyTON Forp, 
Deputy Attorney General. 


O 
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-RAFAEL KUBELIK, HIS WIFE, LUDMILA KUBELIK, AND 
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SS UE EEE 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 275] 


The Committee on the Judiciary, to which was referred the bill 
(S. 275) for the relief of Rafael Kubelik, his wife, Ludmila Kubelik, 
and their minor son, Martin Kubelik, having considered the same, 
reports favorably thereon with amendments and recommends that 
the bill, as amended, do pass. 


AMENDMENTS 


On line 4 change the name “Ludnila” to ‘‘Ludmila’’. 
Amend the title of the bill to read: 


A bill for the relief of Rafael Kubelik, his wife, Ludmila Kubelik, and their 
minor son, Martin Kubelik. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Rafael Kubelik, his wife, 
Ludmila Kubelik, and their minor son, Martin Kubelik. The bill 
provides for appropriate quota deductions and for the payment of 
the required visa fees and head taxes. 


STATEMENT OF FACTS 
The beneficiaries of the bill are former Czech citizens who last 


entered the United States as visitors in 1950 from Great Britain, 
where they had been residing since leaving Czechoslovakia. Mr. 
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Kubelik is the musical director and conductor of the Chicago Sym. 
phony Orchestra, and Mrs. Kubelik is a concert violinist of renown. 

Senator Paul Douglas, the author of the bill, has submitted the 
following information in connection with the case: 


Unitrep States SENATE, 
CoMMITTEE ON LABOR AND PuBLic WELFARE, 
Washington, D. C., March 13, 1951. 
Re 8. 275. 
Hon. Par McCarran, 
Chairman, Senate Committee on the Judiciary, 
Senate Office Building, Washington 25, D. C. 


My Dear Senator McCarran: As you requested in your letter of February 
20, I am pleased to submit to the standing Subcommittee on Immigration and 
Naturalization of the Committee on the Judiciary the following information in 
support of 8, 275, for the relief of Rafael Kubelik, his wife, Ludmila Kubelik, and 
their minor son, Martin Kubelik. 

. The circumstances surrounding the entry of the person to the United States: 
Rafael Kubelik last entered the United States at New York City on August 18, 
1950. Ludmila Kubelik was last admitted to the United States at Miami, Fla., 
on July 24, 1950, along with her minor son, Martin Kubelik. 

2. The present activities of such person: Mr. Kubelik is at present musical 
director and conductor of the Chieago Symphony Orchestra. 

3. How such person is presently earning a living, or whether dependent on 
some other person for support: Mr. Kubelik is now musical director and conductor 
of the Chicago Symphony Orchestra. He is presently on a 2-year contract and it 
is expected that he will remain with the Chicago Symphony Orchestra as musical 
director and conductor for many years to come. 

4. Whether or not such person is engaged in any activities, political or other- 
wise, injurious to the American public interest: Mr. and Mrs. Kubelik are in no 
way and never have been engaged in any activities, political or otherwise, injurious 
to the American public interest. 

5. Has such person been convicted of an offense under any Federal or State 
law, and if so, what offense: Neither Mr. nor Mrs. Kubelik have ever been con- 
victed of an offense under any Federal or State law. 

Mr. and Mrs. Kubelik are both talented individuals, thoroughly likeable, 
intelligent, and in a position to contribute a great deal to our cultural develop- 
ment. They are, fortunately, young enough to be actively interested in develop- 
ments in the field of music and to grow with these developments. Each has a 
rich background of tradition to draw upon for inspiration. Jan Kubelik, father 
of Rafael Kubelik, may be known to some of the members of the committee as 
an outstanding violinist of his day. Mrs. Kubelik is herself a violinist of concert 
stature. Both are completely trustworthy and more than willing to embrace our 
American way of life. 

Please find enclosed herewith several letters of endorsement of 8. 275 from 
prominent citizens in Chicago. 

With kind regards, 

Sincerely yours, 
Paut H. Dovatas, 


MARSHALL Fietp & Co., 
Chicago, March 9, 1951, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: I understand that a bill has been introduced in 
the Senate which provides sanctuary in this country for Rafael Kubelik and his 
wife and child, who are currently in the United States under authority of a 
temporary visa. 

As you probably know, Mr. Kubelik is the conductor of the Chicago Symphony 
Orchestra and a man of distinguished attainments in the musical world. He and 
his family are refugees from Czechoslovakia, which he left rather than submit to 
Communist rule. 

It would be difficult indeed to think of a case more deserving of special considera- 
tion of this kind from Congress, as Mr. Kubelik is possessed of such rich musical 
talents as to guarantee a cultural contribution of the first importance. He has 
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made a most important place for himself in Chicago within a very few months and 
already enjoys the affectionate regard of our large musical public. 

It is unthinkable that a man of his talents, ideals, and democratic principles 
should not be given a haven in our country under present circumstances, and I 
am most hopeful that your committee will expedite favorable action on this 
enabling legislation. 

Sincerely yours, 
EARL KRIBBEN. 





CONTINENTAL ILLINOIS NATIONAL BANK 
AND Trust Co., or CHicaco, 
Chicago, Ill., March 9, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR McCarran: I am familiar with bill (S..275) for the relief of 
Rafael Kubelik and his family, which I understand is with the standing Sub- 
committee on Immigration and Naturalization of the Committee on the Judiciary. 

I think it is highly important for the good of symphony music in this country 
to have this bill passed promptly as in my opinion Mr. Kubelik is the type of man 
this country should want as a citizen and I also feel sure that he is a musical 
genius who will add a great deal to the musical life of Chicago and this country. 

Sincerely yours, 
F. W. Knicur, 


GARDNER, CarTON & DOUGLAS, 
Chicago, March 9, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator McCarrar: Permit me to commend for approval by the Com- 
mittee on the Judiciary Senate bill 275, introduced by Senator Douglas, for the 
relief of Rafael Kubelik, his wife Ludmila Kubelik, and their minor son Martin 
Kubelik. The purpose of the bill is to legalize their admission into the United 
States for permanent residence. 

Mr. and Mrs. Kubelik are distinguished musicians. Mr. Kubelik is now serving 
as conductor of the Chicago Symphony Orchestra under a 2-year engagement, 
extending for the 1950-51 and 1951—52 seasons. It is the hope and expectation 
of the board of trustees of the Chicago Orchestral Association that he will continue 
as their permanent conductor. Mrs. Kubelik is a violinist who has appeared with 
the Chicago Orchestra and other leading orchestras in this country and abroad. 

Mr. Kubelik declined flattering offers of conductorships in London and else- 
where to come to Chicago. He and his wife are Czechs. They desire to become 
American citizens. Naturally and properly they desire to remain together and 
to have their child with them. If given the opportunity to remain here and to 
be naturalized, I know of no reason to doubt but what they will become patriotic 
American citizens, devoted to our country, and making a truly great contribution 
to our cultural life. 

Respectfully submitted. 


ALFRED T, CARTON. 


INLAND STEEL Co., 
Chicago, Ill., March 10, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear SENATOR McCarran: Senator Douglas has informed me of the progress 
of his bill (S. 275) for the relief of Rafael Kubelik, his wife Ludmila Kubelik, and 
their minor son Martin Kubelik, and I am addressing this letter to you on my own 
behalf to advise you of my interest in the bill. 

It has been my privilege to meet Mr. Kubelik on frequent occasions and I have 
had ample opportunity to judge his extraordinary skill as a musician. His repu- 
tation as an artist has earned great respect for him and he stands in high favor 
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among individuals deeply and sincerely interested in the best of symphonic music, 
not only in America but in the cultural centers of Europe as well. 
I have no hesitancy in recommending passage of the bill to you and am delighted 
to have the opportunity to add my personal and unqualified endorsement. 
Sincerely yours, 
Epwarp L. Ryerson. 


In addition, a letter dated March 29, 1951, to the chairman of the 
Senate Committee on. the. Judiciary. from the Honorable Adlai. E. 
Stevenson, Governor of Illinois, reads as follows: 


OFFICE OF THE GOVERNOR, 
Springfield, March 29, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washincton, D. C. 


Dear Senator McCarran: I have just learned that the Subcommittee on 
Immigration and Naturalization of your Committee on the Judiciary will shortly 
be holding hearings on 8. 275, which would provide deserved relief for Rafael 
Kubelik, conductor of the Chicago Symphony Orchestra, and his family. 

It seems to me that it is altogether fitting for the Congress, under the circum- 
stances, to take such action as will provide sanctuary in this country for such an 
outstanding figure in the musical world, who has elected to leave his home in 
Czechoslovakia rather than live behind the iron curtain. 

I am informed by friends of mine in the Orchestral Association of Chicago that 
Mr. Kubelik is a man of positive democratice ideals and principles and conspicu- 
ously worthy of American citizenship. I earnestly hope, therefore, that your 
committee will send this bill to the Senate, with its favorable recommendation. 

With all good wishes, I am 

Sincerely yours, 
Aptar E. STEVENSON, Governor, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 275), as amended, should be enacted. 


Oo 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 652] 


The Committee on the Judiciary, to which was referred the bill 
(S. 652) for the relief of Ruth Alice Crawshaw, having considered the 
same, reports favorably thereon, with amendments, and recommends 
that the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 3, strike out “Administrator of Veterans’ Affairs”’ 
and insert “Secretary of the Treasury”’. 

2. On page 1, line 4, after the word “‘pay”’ insert “, out of any money 
in the Treasury not otherwise appropriated,”’. 

3. On page 1, line 12, strike out the period and insert the following: 
: Provided, That no part of the amount appropriated in this Act in excess of 10 
per centum thereof shall be paid or delivered to or received by any agent or 
attorney on account of services rendered in connection with this claim, and the 
same shall be unlawful, any contract to the contrary notwithstanding. Any 
person violating the provisions of this Act shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined in any sum not exceeding $1,000. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
and direct the Secretary of the Treasury to pay to Ruth Alice Craw- 
shaw, the widow of Ralph Everett Crawshaw, a sum equal to the 
amount which she should have been paid as death compensation for 
the period beginning on the date of her original application of such 
benefits to November 1947, on account of the death of her husband in 
the naval service of the United States. 
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STATEMENT 


Claimant’s husband entered the naval service on April 21, 1909, 
and served continuously until his death on August 7, 1921. Based on 
evidence developed by a board of investigation convened to inquire into 
the circumstances surrounding his death the Navy Department held, 
on September 12, 1921, that the veteran’s death was not incurred in 
line of duty and was the result of his own misconduct. There was no 
appeal from this decision except by way of a private bill in Congress. 

On September 20, 1921, the w idow filed a claim for death compensa- 
tion with the Veterans’ Bureau which claim was disallowed on October 
24, 1921, for the reason (based on the previous finding of the Navy 
Department) that death did not occur in line of duty and was the 
result of the veterans’s own conduct. In 1925 this decision was re- 
viewed and affirmed by the then Director of the Veterans’ Bureau. 

Subsequently, several private bills were presented to various Con- 
gresses seeking correction of the veterans’ record but no action was 
taken thereon. 

On November 5, 1947, Mrs. Crawshaw filed a claim for death pen- 
sion based on the veteran’s wartime service which claim was allowed 
at the rate of $42 per month. 

She also submitted a request to the Board for the Correction of 
Naval Records for a review of her husband’s naval record. That 
Board in a decision dated November 12, 1948, which was approved 
by the Secretary of the Navy, concluded that under applicable 
standards of naval law, administration and practice, an injustice had 
been found in the veteran’s record, and stated: 

It is the decision of this Board that the naval record of the late Ralph Everett 
Crawshaw, Chief Yeoman, United States Navy, be corrected to show that his 
death occurred in the line of duty and not as a result of his own misconduct, 

The Board for Correction of Naval Records was established pur- 
suant to section 207 of the Legislative Reorganization Act (60 Stat. 
837). The Board was authorized by Congress “‘to correct any 
* * * naval record where in their judgment such action is neces- 
sary to correct an error or to remove an injustice.’”’ But Congress 
failed to grant the Board power to authorize the payment of money 
even where such payment might seem to flow naturally from the 
corrective action taken in order to do real justice. 

The Veterans’ Administration is now paying the widow death 
compensation at the rate of $60 per month as a result of the corrective 
action taken by BCNR, dating from November 1, 1948. It cannot, 
under the law and regulations, make retroactive payments beyond 
that date. 

Thus, the widow, although finally victorious in her long struggle 
to clear the name of her husband, has been deprived, for a period of 
almost 20 years, of the compensation to which she was rightfully 
entitled. 

Congress can, and should, therefore, place a seal of approbation on 
the action taken by the Board by paying the sum necessary to balance 
the books on this long overdue account. 

Attached hereto and made a part of this report are the following: 

. Copy of the decision of the Board for the Correction of Naval 
Records dated 12 Nov. 1948; 
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2. Letter from Chairman of Board to Judge Advocate General of 
the Navy dated November 19, 1948; and 
3. Letter from Veterans’ Administration dated March 28, 1951. 





DEPARTMENT OF THE Navy, 
BoaRD FOR CORRECTION OF NAVAL RECORDS, 
Washington 25, D. C., November 12, 1948. 
From: Chairman, Board for Correction of Naval Records. 
To: The Secretary of the Navy. 


Subject: Ralph Everett Crawshaw, chief yeoman, United States Navy (deceased): 
Review of finding of death not in line of duty and as a result of his own 
misconduct. 


1. Mr. H. E. Duling of the New Hampshire State Veterans Council, on behalf 
of the widow of subject man, submitted a written request for a correction of 
Crawshaw’s record to show that his death occurred in line of duty and not as a 
result of his own misconduct. 

2. A review was held on June 15, 1948, at which time Mr. H. E. Duling appeared 
and presented oral argument to the Board. In addition, the Board also considered 
documentary material consisting of the petition, subject man’s jacket, correspond- 
ence relative to the case, the record of proceedings of a board of investigation 
convened on August 8, 1921, by order of commander, United States Naval Forces 
operating in European waters, to inquire into the circumstances of Crawshaw’s 
disappearance and to audit his accounts, an affidavit submitted by Mrs. Craw- 
shaw, a brief submitted by Mr. A. B. Glann, legal adviser to the Board, and 
applicable statutes and policies in regard to ‘‘misconduct”’ and ‘‘line of duty”’ 
determinations. 

3. Subject man entered the naval service in April of 1909 and served con- 
tinuously until August 7, 1921, when he was reporied as missing from the U.S. 8. 
Utah at sea off the coast of England. A review of his service record indicates that 
he had maintained a good record and, consequently, had been promoted gradually 
until he reached the rating of chief yeoman in June of 1917. It is significant that 
he was credited with a 4.0 conduct record and a 3.9 efficiency rating for the last 
4 years of his service, including the time immediaiely preceding his disappearance 
from the ship. Subsequently, on August 21, 1921, a body was picked up at sea 
near the place where Crawshaw disappeared, and the body was identified from 
markings on the clothing as that of subject man. 

4. The board of investigation which was convened on board the U. 8S. 8. Utah to 
inquire into the circumstances of Crawshaw’s disappearance, made the following 
finding of facts: 

“1. That Ralph C. Crawshaw, chief veoman, United States Navy, was on 
board the U. 8. S. Utah on or about 9:30 o’clock a. m., Sunday August 7, 1921, 
while the ship was under way at sea. 

“2. That a thorough search of the ship commencing about 1 p. m., Sunday, 
August 7, 1921, and extending to 6 p. m., tailed to locate Ralph C. Crawshaw, 
chief veoman, United States Navy, and that he had not been seen or heard of by 
anyone on board this vessel. 

“3. That from the testimony of the witnesses, the actions and appearance of 
Ralph C. Crawshaw, chief yeoman, United States Navy, showed him to be in a 
more or less abnormal state of mind, and that he had been under the influence of 
intoxicating liquor or drugs, previous to his disappearance. 

“4. That the audit and inspection of the accounts available to the board, of 
R. C. Crawshaw, chief yeoman, United States Navy, showed a deficit of approxi- 
mately $158.84, and that no entries had been made in the cash book or records 
after July 30, 1921. 

“5. That on the morning of the disappearance ot R. C. Crawshaw, chief yeoman, 
United States Navy, the post office was found locked, the key being left in the door 
inside the post office, so that entry to the post office had to be effected by means of 
the air port.”’ 

5. At the conclusion of its hearings, the board of investigation expressed the 
following opinion: 

“Tt is the opinion of the board that R. C. Crawshaw, chief yeoman, United 
States Navy, while acting as Navy mail clerk on board the U. 8. 8S. Utah became 
mentally demoralized by the use of intoxicating liquor or a drug, and having 
neglected his duty as mail clerk, and allowed his official accounts to become in- 
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volved, and having been censured for this neglect, became further deranged 
mentally, and in attempting to escape through the air porthole, fell overboard 
and was lost at sea.”’ 

6. The proceedings, findings, and opinion of the board of investigation conducted 
in Crawshaw’s case were reviewed in the Office of the Judge Advocate General 
and found to be legal on August 31, 1921. From all the evidence adduced in the 
case, the Navy Department (Secretary Edwin Denby) held, on September 12, 
1921, that the death of Ralph S. Crawshaw was not incurred in line of duty and 
was the result of his own misconduct. (The discrepancy in reference to Ralph 
“C,”’ Crawshaw has been previously noted. A check of the records reveals that 
the same person is involved and that his correct name is Ralph Everett Crawshaw.) 

7. The Board’ for Correction of Naval Records is of the opinion that serious 
doubt exists concerning the manner and circumstances of subject man’s disappear- 
ance from the ship. In denying to him the benefit of the doubt, a grave injustice 
appears to have been done the subject man in this case, particularly so, in view of 
his long and faithful service to the Navy as evidenced by his excellent record for 
over 12 years. In view of the definite absence of any clear-cut and convincing 
facts or evidence of misconduct, a continuing injustice to the widow of subject 
man, by reason of the previous finding of death not in line of duty and as a result 
of his own misconduct, appears to be unwarranted. In consideration of the many 
extenuating circumstances in this case, together with the additional evidence 
presented by the petitioner, the Board for Correction of Naval Records is of the 
opinion that the benefit of the doubt should be resolved in favor of subject man 
and that his death should be deemed to have occurred in the line of duty and not 
as a result of his own misconduct. 

8. The following action was taken by the Board in this case: 


CONCLUSION 


(a) That an injustice is found in subject man’s record under applicable stand- 
ards of naval law, administration and practice. 


DECISION 


(a) It is the decision of this Board that the naval record of the late Ralph 
Everett Crawshaw, chief yeoman, United States Navy, be corrected to show that 
his death occurred in the line of duty and not as a result of his own misconduct. 

9. The foregoing is certified to be a true and complete record of the proceedings 
of this Board. 

10. The foregoing action of the Board is submitted for your review and action. 

JOHN NiIcHOLAS Brown, 

SEPTEMBER 16, 1948. 

Reviewed and approved. 

JoHN L. SULLIVAN, 
Secretary of the Navy. 

Certified a true copy. 

Cuester M. Wiaarn, Jr. 

AprIL 5, 1951. 





DEPARTMENT OF THE NAVY, 
BoarD FOR CoRRECTION OF NAVAL REcorDs, 
Washington 25, D. C., November 19, 1948, 

From: Chairman, Board for Correction of Naval Records. 

To: The Judge Advocate General. 

Subject: Crawshaw, Ralph E., chief yeoman, United States Navy, (1235566) 
(deceased): Correction of naval record. 

References: (a) Legislative Reorganization Act of 1946 (Public Law 601, 79th 
Cong.); (b) Administrative Regulations and Procedures Governing the 
BCNR;; (c) BCNR decision, approved by Secretary of the Navy on Novem- 
ber 15, 1948, re subject man. 

1. Pursuant to references (a) and (4), a hearing of subject man’s case was con- 
ducted on June 15, 1948. It was the decision of the Board that the naval record 
of the late Ralph Everett Crawshaw, chief yeoman, United States Navy, be cor- 
rected to show that his death occurred in the line of duty and not as a result of his 
own misconduct. The Secretary of the Navy has reviewed the proceedings of the 
Board and has approved the final action taken in Crawshaw’s case. 
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2. The regulations established by the Secretary of the Navy for the guidance 
of this Board require that the records pertaining to subject man be corrected in 
accordance with the approved decision of the Board. Accordingly, it is requested 
that action be taken to reflect this correction upon the record of proceedings of 
the board of investigation convened to inquire into the circumstances of Craw- 
shaw’s death in August of 1921. 

CLayton L. Burwe tt, 
Acting Chairman. 


VETERANS’ ADMINISTRATION, 
Washington, D. C., March 28, 19651. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


DeaR SENATOR McCarran: This is in response to a request from the Depart- 
ment of Justice for a report to your committee on 8. 652, Eighty-second Congress, 
a bill for the relief of Ruth Alice Crawshaw, which provides as follows: 

“That the Administrator of Veterans’ Affairs is authorized and directed to 
pay to Ruth Alice Crawshaw, the widow of Ralph Everett Crawshaw (XC- 
687874), a sum equal to the amount which would have been payable to her as 
death compensation for the period beginning on the date of her original applica- 
tion for such benefits and ending on November 4, 1947, on account of the death 
of the said Ralph Everett Crawshaw in the naval service of the United States, 
had the award of such compensation been made effective from the date of such 
original application.” 

The bill is identical with S. 1028, Eighty-first Congress, in regard to which 
the Veterans’ Administration submitted a report to the Committee on Finance, 
United States Senate, on May 23, 1949. 

Reports from the Navy Department disclose that Ralph Everett Crawshaw 
entered naval service on April 21, 1909, and served continuously until the date 
of his death, August 7, 1921. The board of investigation convened to inquire 
into the circumstances surrounding his death concluded: 

“It is the opinion of the board that R. C. (sic) Crawshaw, chief yeoman, United 
States Navy, while acting as Navy mail clerk on board the U.S. 8. Utah, became 
mentally demoralized by the use of intoxicating liquor or a drug, and having 
neglected his duty as mail clerk and allowed his official accounts to become 
involved, and having been censured for this neglect, became further deranged 
mentally and in attempting to escape through the air porthole fell overboard and 
was lost at sea.”’ 

Based on that report, the Navy Department on September 12, 1921, held that the 
veteran’s death was not incurred in line of duty and was the result of his own mis- 
conduct. 

On September 20, 1921, a claim for death compensation was filed with the 


Veterans’ Bureau by Ruth Alice Crawshaw, widow of the veteran. The claim 
was disallowed on October 24, 1921, for the reason that death did not occur in 
line of duty and was the result of the veteran’s own misconduct. As a result of 


further inquiry on behalf of Mrs. Crawshaw, the then general counsel of the 
Veterans’ Bureau, in a memorandum dated January 30, 1925, which was approved 
by the then Director of the Veterans’ Bureau, held that the veteran’s death was 
the result of his own misconduct and that death compensation, therefore, was 
not payable to the widow. 

Subsequently, several private bills (S. 2426, 76th Cong.; H. R. 580, H. R. 1931, 
and 8S. 384, 78th Cong.; and H. R. 900, H. R. 1156, and S. 268, 79th Cong.) were 
introduced in the Congress, which sought to direct the Secretary of the Navy to 
amend the records of the Navy Department to show that the veteran was lost 
at sea in line of duty. None of these bills was enacted into law. 

A new claim for death compensation or death pension was filed by Mrs. Craw- 
shaw on November 5, 1947. The claim for compensation, based on the veteran’s 
death in peacetime service, was disallowed on January 16, 1948, for the reason 
that death did not occur in line of duty and was the result of his own willful mis- 
conduct. On June 28, 1948, pension in the amount of $42 per month was allowed 
to the claimant for the non-service-connected death of the veteran, under the 
provisions of the act of June 28, 1934 (48 Stat. 1281-1282), as amended (38 
U. 8. C. 503-507), effective the date of filing of the claim, November 5, 1947. 

Based on a request therefor, the Board for the Correction of Naval Records, 
Navy Department, which was established pursuant to the authority contained 
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in section 207 of the Legislative Reorganization Act of 1946 (60 Stat. 837; 5 
U. S. C. 191 a), reviewed the naval records of Ralph Everett Crawshaw. The 
Board, in its decision dated November 15, 1948, which was approved by the Secre- 
tary of the Navy, concluded that under applicable standards of naval law, admin- 
istration, and practice, an injustice had been found in the veteran’s record, and 
stated: 

“It is the decision of this Board that the naval record of the late Ralph Everett 
Crawshaw, chief yeoman, United States Navy, be corrected to show that his 
death occurred in the line of duty and not as a result of his own misconduct.” 

The claimant’s entitlement to death compensation was reviewed by the 
Veterans’ Administration on January 26, 1949, and, on the basis of new and 
material evidence, a determination was made that the veteran’s death occurred 
in line of duty and was not due to his own willful misconduct. The new and 
material evidence consisted of the approved decision of the Board, referred to 
above, together with the evidence adduced before that Board. In accordance 
with the rating decision of January 26, 1949, death compensation has been 
allowed to Mrs. Crawshaw based upon the peacetime service-connected death 
of her husband. 

In determining whether such death compensation might be paid retroactively 
to the date of her original application, a decision was rendered by the Admin- 
istrator of Veterans’ Affairs (Administrator’s Decision No. 807), dated March 7, 
1949, which was based on an opinion of the Solicitor dated February 9, 1949. 
The decision reads, in part: 

“Payment may be made only from receipt of new and material evidence, but 
with the limitation pointed out in Administrator’s Decision No. 665, 96 Sol. 823, 
that in no event can they antedate the effective date of the act. In the instant 
case, the only persuasive new and material evidence is the finding of the Board 
approved by the Secretary of the Navy, and hence payments may not be paid 
prior to November 15, 1948. Payments for any prior period are legally un- 
authorized. * * * (Copies of Administrator’s Decisions No. 665 and 807 
are enclosed.) 

Accordingly, under present laws, payment of death compensation in this case 
-annot legally be made for any period prior to the date of receipt of the new and 
material evidence, November 15, 1948. 

In accordance with the rating decision of January 26, 1949, and the opinion of 
the Solicitor, death pension has been allowed to Mrs. Crawshaw at the rate of 
$42 per month from November 5, 1947, to November 14, 1948, and death com- 
pensation has been allowed at the rate of $60 per month from November 15, 1948. 

Subsequent to the promulgation of Administrator’s Decision No. 807, Mrs. 
Crawshaw, in the course of an appeal on another matter, raised the question of 
retroactive payment of death compensation for the period prior to November 15, 
1948. With respect to this question, the Board of Veterans’ Appeals held, in 
accordance with the Administrator’s decision, that payment of such compensation 
is not authorized for any period prior to that date. 

The bill, if enacted into law, would authorize the payment of a sum equal to 
the amount which would have been payable to Mrs. Crawshaw as death compen- 
sation for the period from the date of her original application (September 20, 
1921) to November 4,°1947. The amount which would have been payable during 
this period is $10,516.67. This figure has been computed on the basis of Mrs. 
Crawshaw’s allegation that she was born on March 21, 1887, and includes an 
allowance for the veteran’s child, Frances P. Crawshaw, to age 18, it being assumed 
that she was not married prior to her eighteenth birthday. 

Enactment of 8. 652 would grant Mrs. Crawshaw benefits to which she is not 
now entitled under existing law, and would result in discrimination against others 
who may be similarly situated. The Veterans’ Administration is not aware of 
any special facts or circumstances which would warrant such preferential treat- 
ment. In addition, it appears that enactment of the bill would constitute a 
precedent for similar proposals in behalf of other claimants. 

The Veterans’ Administration does not believe that private bills of this nature 
should receive favorable consideration. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
Car. R. Gray, Jr., 
Administrator. 
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PRICE DISCRIMINATION—DEFENSE UNDER ROBINSON- 
PATMAN ACT 


APRIL 23 (legislative day, Aprin 17), 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 719] 


The Committee on the Judiciary, to which was referred the bill 
(S. 719) to establish beyond doubt that, under the Robinson-Patman 
Act, it is a complete defense to a charge of price discrimination for the 
seller to show that its price differential has been made in good faith to 
meet the equally low price of a competiter, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


STATEMENT 


The primary purpose gf this bill is to conform statutory law to the 
interpretation of section 2 of the Clayton Act, as amended by the 
Robinson-Patman Act (49 Stat. 1526, 15 U.S. C., sec. 13), recently 
enunciated by the Supreme Court in Standard Oil Company v. Federal 
Trade Commission, 340 U. S. 231 (1951). 

This bill will also end the freight absorption controversy ! insofar 
as the Clayton Act is concerned. When introducing this bill the 
chairman of the Committee on the Judiciary stated: 


Senators will remember that I recently discussed the Supreme Court decision in 
the Standard Oil case. The bill which I have just introduced would reaffirm the 
doctrine of that decision, and write it into permanent law. 

This bill, Mr. President, borrows from the language of the Court itself, in the 
Standard Oil case. It does not change the doctrine laid down in that ease. It 
does not extend it, or contract it. It merely asserts, in statutory form, what the 
Court, in the Standard Oil case, declared to be the law. 


1 This controversy has also been referred to as the “basing point controversy,’’ but such a reference is 
misleading and should be avoided since it is settled law that use of a basing point pricing system is unlawful 
See Corn Products Refining Co. vy. Federal Trade C»mmission (324 U.S. 725 (1945); Federal Trade Commission 
v. Cement Institute (333 U. 8. 683 (1948)). 
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At the same time Senator Johnson of Colorado, chairman of the 
Committee on Interstate and Foreign Commerce and a cosponsor of 
this bill, added these remarks: 

My concern in this matter relates primarily to freight absorption. This bill 
applies toa seller lowering his price in good faith to meet a competitor’s lower 
price. This is a complete solution to the freight absorption problem, as far as the 
Clayton Act is concerned, for freight absorption is merely one means by which a 
seller reduces his price to meet the lower price of a competitor. Whenever a 
seller absorbs freight to meet the lower price of a competitor who is located nearer 


to the buyer he is not doing anything other than to reduce his price to meet the 
equally low price of a competitor. 


CONSTRUCTION OF THE EXISTING STATUTE 


Section 2 (a) of the Clayton Act, as amended, makes it unlawful for a 
seller engaged in interstate commerce to— 
discriminate in price between different purchasers of commodities of like grade 
and quality * * * where the effect of such discrimination may be substan- 
tially to lessen competition, or tend to create a monopoly in any line of commerce, 
or to injure, destroy, or prevent competition with any person who either grants or 
knowingly receives the benefit of such discrimination, or with customers of either 
oftham: '* -**: =, 

Prior to the decision in the Standard Oil case it was the position of 
the Federal Trade Commission that a prima facie case of a violation of 
section 2 (a) could be established by proving (1) jurisdiction, (2) goods 
of like grade and quality, and (3) discrimination in price; and that such 
prima facie case gave rise to the rebuttable presumption that the effect 
of such discrimination may be to substantially lessen or injure com- 
petition. Section 2 (b) affords the seller an opportunity to rebut the 
prima facie case thus made “by showing that his lower price * * * 
to any purchaser or purchasers was made in good faith to meet an 
equally low price of a competitor, * * *.” [Italics supplied.] 

It was the further contention of the Commission that section 2 (b) 
did not constitute an absolute defense to the charge of discrimination, 
but was merely a procedural rule of evidence requiring the Commis- 
sion to prove the adverse effect on competition which was initially 
presumed.? The Supreme Court held squarely, in the Standard Ou 
case, that good faith in meeting competition is a substantive defense to 
a charge of price discrimination, saying: 

On the other hand, the proviso [in sec. 2 (b)], is readily understandable as 


simply continuing in effect an equally absolute, but more limited, defense than 
that which existed under section 2 of the original Clayton Act. 


The conflict in statutory construction which this bill is designed to 
resolve has been increasing in intensity for many years, and actually 
has its inception in the phraseology employed in the original Clayton 
Act (38 Stat. 730), which provided in part as follows: 

Sec. 2. That it shall be unlawful for any person engaged in commerce * * * 
to discriminate in price between different purchasers of commodities * * * 
where the effect of such discrimination may be to substantially lessen competition, 
or tend to create a monopoly in any line of commerce: Provided, That nothing 
herein contained shall prevent * * * discrimination in price in the same 
or different communities made in good faith to meet competition: * * ¥*. 

In 1936 the Clayton Act was amended by the Robinson-Patman 
Act, which substituted two subsections in place of the original section 


2 See Federal Trade Commission Brief submitted to the United States Court of Appeals for the Seventh 
Circuit in Minneapolis-Honeywell Regulator Co. vy. Federal Trade Commission (Docket No. 9584 (1948)). 
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2. These subsections are recited above, in substance, and it will be 
noted that the ‘‘meeting competition clause,” which forms the crux 
of the controversy, was placed in section 2 (b). 

The Supreme Court rejected the argument of the Federal Trade 
Commission that the defense provided by section 2 (b) was not avail- 
able where an actual injury to competition is shown. The Court was 
of the opinion that this interpretation would make section 2 (b) 
meaningless, saying: 

The proviso in § 2 (b), as interpreted by the Commission, would not be avail- 
able when there was or might be an injury to competition at a resale level. So 
interpreted, the proviso would have such little, if any, applicability as to be 
practically meaningless. We may, therefore, conclude that Congress meant to 
permit the natural consequences to follow the seller’s action in meeting in good 
faith a lawful and equally low price of its competitor. 

The Commission had construed the statute as making the defense 
in section 2 (b) unavailable whenever someone received a competitive 
advantage, or whenever there was an adverse effect upon competition 
at the resale level. The majority of the Supreme Court rejected that 
view and attributed to the Congress an intent which we here reaffirm. 
The Supreme Court said: 

In a case where a seller sustains the burden of proof placed upon it to establish 
its defense under § 2 (b), we find no reason to destroy that defense indirectly, 
merely because it also appears that the beneficiaries of the seller’s price reductions 
may derive a competitive advantage from them or may, in a natural course of 
events, reduce their own resale prices to their customers. It must have been 
obvious to Congress that any price reduction to any dealer may always affect 
competition at that dealer’s level as well as at the dealer’s resale level, whether or 
not the reduction to the dealer is discriminatory. Likewise, it must have been 
obvious to Congress that any price reductions initiated by a seller’s competitor 
would, if not met by the seller, affect competition at the beneficiary’s level or 
among the beneficiary’s customers just as much as if those reductions had been 
met by the seller. 

It may well be said that the basis of the Supreme Court’s decision in 
the Standard Oil case is its conclusion that in both the Sherman and 
Clayton Acts, as well as in the Robinson-Patman Act, “Congress was 
dealing with competition which it sought to protect, and monopoly 
which it sought to prevent.” We also reiterate, and wholeheartedly 
endorse, the statement of the Supreme Court that, ““The heart of our 
national economic policy long has been faith in the value of compe- 
tition.” 

Many writers have expressed the view that there is a conflict be- 
tween the Robinson-Patman Act and the Sherman Act. We need 
not now consider whether that conclusion is well founded, since we are 
in full accord with the following statement of the Supreme Court: 

We need not now reconcile, in its entirety, the economic theory which underlies 
the Robinson-Patman Act with that of the Sherman and Clayton Acts. It is 
enough to say that Congress did not seek by the Robinson-Patman Act either to 
abolish competition or so radically to curtail it that a seller would have no sub- 
stantial right of self-defense against a price raid by a competitor. 


CONSTRUCTION OF LANGUAGE USED 


There has been considerable debate concerning the meaning of 
the language which is employed in section 2 (b) of the Clayton Act, 


3See Adelman, Effettive Competition and the Antitrust Laws (61 Harv. L. Rey. 1289, 1327-1350); Burns, 
The Anti-Trust Laws and the Regulation of Price Competition (4 Law & Contemp. Prob. 301); Learned & 
Isaacs, The Robinson-Patman Law: Some Asstimptions and Expectations (15 Harv. Bus. Rev. 137); Me- 
Allister, Price Control by Law in the United States: A Survey (4 Law & Contemp. Prob. 273). 
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as it now exists, and some of this language is repeated in the pending 
bill as a proposed section 2 (g) of that act. We concur with the view 
of the Supreme Court in the Standard Oil case, quoted from an earlier 
case, that: 

In appraising the evidence, the Commission recognized that the statute does 
not place an impossible burden upon sellers, but it emphasized the good faith 
requirement of the statute, which places the burden of proving good faith on the 
seller, * * * Weagree with the Commission that the statute at least requires 
the seller, who has knowingly discriminated in price, to show the existence of facts 
which would lead a reasonable and prudent person to believe that the granting 
of a lower price would in fact meet the equally low price of a competitor. 

Attention is also directed to the Court’s assertion that the plain 
language of the statute and established practice permits a seller “to 
retain a customer by realistically meeting in good faith the pr ice offered 
to that customer without necessarily changing the seller’s price to its 
other customers.” [Italics supplied.] The Supreme Court, in the 
Standard Oil case, has construed the Robinson-Patman Act as having 
been intended by Congress to preserve active competition, and found 
that the statute did not prohibit a seller from engaging in active good 
faith competition merely because the beneficiaries of a seller’s price 
reductions “may derive a competitive advantage.”’ 

This bill translates the foregoing majority decision of the Supreme 
Court in the Standard Oil case into the present statutory law by pro- 
viding, in the proposed section 2 (g) of the Clayton Act, that it shall 
be a full defense to a charge of price discrimination (or discrimination 
in services or facilities) for a seller to show that he was ac ting in good 
faith to meet the equally low price (or equally extensive services or 
facilities) offered by a competitor. This legislation will rule out the 
possibility of a future construction of section 2 of the Clayton Act in 
accordance with the view of the minority of the Supreme Court in 
the Standard Oil case. The view of the minority was that the Con- 
gress had intended to “weaken competition” by prohibiting price 
discriminations which adversely affected competition at the resale 
level. As Senator Johnson of Colorado pointed out at the time this 
bill was introduced: 

The Supreme Court minority—who sustained the Commission’s view—admitted 
hat: 

. “Nondiscriminatory pricing tends to weaken competition in that a seller while 
otherwise maintaining his prices, cannot meet his antagonist’s price to get a single 
order or customer.” 

The Court minority did not say that that was a good thing, they merely argued 
that weakening competition in this manner was the intention of the Congress. 

I am indeed pleased, however, that the majority of the Court did not attribute 
to the Congress a policy which would be so destructive of the interests of the con- 
sumec.ws, 

It may be observed that Justice Reed, in the dissenting opinion, 
did not overlook the substantial disadvantage accruing to the business- 
man under the interpretation of the discrimination proviso in the 
Robinson-Patman Act espoused by the Federal Trade Commission. 
So long as a collateral factor—namely, the F’T'C’s finding with respect 
to probable effect on competition—is permitted to determine whether 
a seller’s discriminatory sales price is violative of the Robinson- 
Patman Act, or is justified by a competitor's legal price, the seller 
obviously operates at his peril and, it may be added, under consid- 
erable restraint so far as price competition is concerned. The dissent 
nevertheless disregarded this factor and reached the conclusion that 
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since Congress apparently had an underlying purpose, in enacting the 
Robinson-Patman Act, to curtail methods of avoiding limitations on 
price discriminations the meeting competition clause should be rele- 
gated to a procedural status, thus denying its effect as a substantive 
defense. 

Herein lies the best illustration of the conflict revolving around the 
legislative intent of the Robinson-Patman Act. Both the majority 
and the minority opinions in the Standard Oil case reflect a deep-seated 
belief that Congress sought, by that act, to control price discrimina- 
tion. ‘The wisdom of such an effort is too apparent to be questioned. 
But the majority opinion realistically reconciles that effort with the 
long-standing economic policy which basically opposes undue restric- 
tions upon competition. Certainly it must be granted that permitting 
injury to competition for the sake of avoiding injury to the inefficient 
competitor contradicts our concept of capitalistic enterprise. 

Going behind the recent Supreme Court decision, divided as it was, 
we see that the United States Court of Appeals for the Seventh 
Circuit ruled in favor of the Commission in the same case. (173 F. 
2d 210 (1949).) There appears to be some opposition between the 
Department of Justice and the Commission in this matter,! and we 
also find disagreement within the Commission itself regarding the 
effect of the meeting competition clause.° 

In these circumstances the need for clarifying legislation, based as 
it is upon a contemporary ruling of the Supreme Court, seems apparent. 
It may be noted, in passing, that the Congress recently found it 
necessary to amend another section of the United States Code for a 
similar purpose. Public Law 531 of the Eighty-first Congress was 
enacted, and approved by the President, following a decision of the 
Supreme Court which amplified section 1462 of title 18 of the Code.® 


LEGALITY OF THE PRICE BEING MET 


This bill contains the proviso— 

That a seller shall not be deemed to have acted in good faith if he knew or should 
have known that the lower price or more extensive services or facilities which he 
met were in fact unlawful. 

In this respect the seller must act, as stated by the Supreme Court, as 
‘“‘a reasonable and prudent person.”’ 

In the Standard Oil case the Court reaffirmed its holding in Federal 
Trade Commission v. A. E:. Staley Mfg. Co. (324 U.S. 746), to the effect 
that a seller was not acting in good faith who simply adopted in toto 
the unlawful pricing system of a competitor. This bill will not permit 
a seller to meet a pricing system which he knows is unlawful, nor does 
it permit a seller to meet a price which he, as a reasonable and prudent 
person, should know is unlawful. 

On the other hand, there appears to be no substantial basis for fears 
that have been expressed over the difficulties confronting a seller who 

4 The Solicitor General refused to represent the Commission in the Standard Oil case before the Supreme 
Court (see brief for Federal Trade Commission in Docket No. 1, Supreme Court, October Term, 1950). 

5 Letter dated June 9, 1949, from E. L. Davis, Acting Chairman, Federal Trade Commission, to Hon. 
Francis E. Walte~, Committee on the Judiciary, House of Representatives, reads in part: “To refuse to make 
the go-d-faith meeting of competition a complete defense necessarily involves the risk of impairing the 
vitor of competition among sellers. * * * On June 7 representatives of the Commission informed you 
that all of the Commissioners believe that on balance it would be preferable to make the good-faith meeting 


of competition a complete defense.” 
6 See S. Rept. No. 1305, 8ist Cong., 2d sess. (1950). 
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may not know whether he is actually meeting a lawful price. In the 
Staley case the Supreme Court stated that the law places no impossible 
burden on sellers. The proposed amendment adopts the standards of 
the'Staley case by providing expressly that only where the seller knew 

or should have known of the illegality of his competitor’s prices, is he 
in jeopardy of being found to be acting in bad faith. This is most 
likely to occur when, as in the Staley case, the seller adopts his com- 
petitor’s entire pricing system, whch system he should have known 
was an unlawful pricing system. Adoption of a competitor's quantity 
discount schedule, possibly one providing cumulative volume dis- 
counts, which on its face could not meet the standards of the statute 
would similarly put a seller on notice that his good faith defense 
may fail. 

Certainly a seller would not be held responsible, under normal 
conditions, to judge at his peril whether his competitor could justify 
the lower price that was being met. Competitors do not normally 
have ready access to one another’s books of account. In the ordinary 
course the seller may safely start with the assumption that the lower 
price of a competitor which he is meeting is lawful. But he may not 
close his eyes to obvious facts which might require a contrary con- 
clusion, nor ignore warnings of such a nature as to put a reasonable 
man on notice to that effect. 


FREQUENCY OF MEETING LOWER PRICES TO GAIN OR RETAIN CUSTOMERS 


Whenever several sellers are charged with a conspiracy to fix prices, 
evidence that they sold at identical prices is admissible. Such evidence 
alone does not prove, however, that the identical prices resulted from 
a conspiracy to fix prices. The doctrine of “conscious parallelism”’ 
has not yet become the law of the land. The same prices quoted by 
several sellers may result from either conspiracy or competition. Since 
the law permits a seller only to meet his competitor’s price, it is in- 
evitable that competition frequently results in like prices for like goods. 

The period of time during which, and the rigidity with which, sellers 
have sold at like prices also is admissible evidence under a charge of 
conspiracy. Here again such evidence alone does not prove, and no 
adverse inference may be drawn, from the frequency or regularity 
with which a seller meets or offers to meet his competitor’s lower 
prices. Where sellers are in fact engaged in price competition, there 
is no limitation upon the frequency or regularity with which they 
may meet the equally low price of a competitor, absent any agreement 
or understanding tending to conspiracy. This is particularly true 
with regard to freight absorption so as to permit sellers to compete, 
in distant markets, with more favorably located competitors. 

There is no distinction between a seller reducing his price in good 
faith to meet the equally low price of a competitor for the purpose of 
gaining new customers, and his doing so for the purpose of retaining old 
customers. The demands of a competitive economy require that 
sellers be permitted to act in good faith to mect a competitor’s lower 
price to retain present customers. They also require that sellers be 
permitted to do so to compete fairly for the business of new customers. 
A contrary conclusion would tend to insulate each seller from com- 
petition for the business of any of his established customers. 
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Permitting a seller to reduce his price in good faith to meet the 
equally low price of a competitor does not require that such competitor 
shall have made actual sales to the customer at the lower price. Nor 
does it require that a specific offer have been made to the particular 
customer, if in fact the lower price was available to the customer. 
As the Federal Trade Commission has said, if a “price is actually and 
in good faith available to all buyers, the seller may exercise whatever 
right to meet competition he has, without waiting for a specific offer 
by his competitor to each buyer.” 7 


FREIGHT ABSORPTION 


For almost 3 vears the Congress has been deeply concerned over 
the legality of competitive (nonconspiratorial ) freight absorption. 
See hearings on Senate Resolution 241, Eightieth*Congress; hearings 
on S. 236, Kighty-first Congress; and hes arings on S. 1008, E ighty-first 
Congress (in both Senate and House of Representatives). Those 
hearings, and the congressional debates on S. 1008 in the Eighty-first 
Congress, abundantly demonstrate that the Congress and the public 
overwhelmingly approve the propriety of freight absorption when it is 
used for competitive purposes and not for conspiratorial or predatory 
purposes. 

Whenever a seller absorbs freight in good faith to meet the lower 
price of a competitor who is located closer to the customer, and there- 
fore enjoys the benefit of a lower transportation charge, he is mere ly 
reducing his price in good faith to meet the equ: ally low price of a 
competitor. Dicta in the Cement Institute case to the contrary has 
been superseded by the holding of the Supreme Court in the Standard 
Oil case. 

The amendment to the Clayton Act here proposed, and the Supreme 
Court decision in the Standard Oil case will eliminate further need for 
legislation under the Clayton Act as to freight absorption. The 
enactment of this amendment would make it clear that freight absorp- 
tion for the proper purposes, approved by the Congress and the public 
and herein described, is within the purview of the good faith proviso 
of section 2 (b) of the Clayton Act as construed by the Supreme 
Court in the Standard Oil case. 

Attached hereto, as appendixes to this report, are (1) a letter to 
Senator McCarran from James M. Mead, Chairman of the Federal 
Trade Commission, dated April 18, 1951, and (2), a letter to Senator 
McCarran from Lowell B. Mason, Commissioner of the Federal Trade 
Commission, dated April 23, 1951. 

FEDERAL TRADE COMMISSION, 
Washington, April 18, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

DeaR Mr. CuHarrMan: In response to a letter from your administrative 
assistant under date of February 6, 1951, I am respectfully submitting herewith 
the views of the Federal Trade Commission concerning 8. 719, a bill to establish 
beyond doubt that, under the Robinson-Patman Act, it is a complete defense to 
a charge of price discrimination for the seller to show that its price differential 
has been made in good faith to meet the equally low price of a competitor. 


7 See question 25, and the answer thereto, appendix to 8. Rept. No. 2627, 8Ilst Cong., 2d sess. (1950). 
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The bill would add a new subsection to section 2 of the Clayton Act making 
the meeting of an equally low price of a competitor in good faith a complete 
defense to a charge of unlawful price discrimination, in effect writing into the 
statute the interpretation of existing law expressed by the Supreme Court in 
the case of Standard Oil Co. v. F. T. C. (340 U. 8. 231), decided on January 8, 
1951, in addition to undertaking to define one aspect of the term “good faith.” 
The bill, however, might be construed as shifting the burden of proof in certain 
respects from the respondent to the Commission in cases involving the ‘‘good 
faith” defense. If this construction is correct, the bill goes beyond the decision 
of the Supreme Court. 

As a background to its comment upon this bill, the Commission wishes briefly 
to recount some of the history of the basic legislation which it would amend. 

Twenty-four years after enactment of the Sherman Act it had become apparent 
that it was not sufficient to protect our competitive system from monopoly merely 
to make monopoly itself unlawful, and the Federal Trade Commission and 
Clayton Acts were passed for the purpose of providing a means of stopping those 
practices which experience had shown usually lead to a full-fledged Sherman Act 
violation. There wastonsiderable discussion in the Congress over various means 
which could be employed to accomplish this purpose. In some quarters it was 
felt that Congress should prohibit all of the specific practices then known to 
involve incipient monopoly, and others urged the creation of an administrative 
agency with power under a broad legislative standard to prevent those practices 
which were at that time, or might in the future be, considered unfair in the sense 
that they represented a threat to the preservation of free and open competition. 

Both approaches were finally adopted—in the Federal Trade Commission Act 
the Congress created the Commission and directed it to prevent ‘“‘unfair methods 
of competition; and in the Clayton Act the Congress prohibited certain specific 
practices, price discriminations, tying contracts, mergers among competitors, 
and interlocking directorates, which were known then to be the principal means 
by which monopoly power is achieved. 

Congress had before it a record of the notorious discriminations of the old 
Standard Oil Trust and others, and it forbade discriminations where the effect 
“may be to substantially lessen competition or tend to create a monopoly in any 
line of commerce.” To this basic prohibition of discrimination a proviso was 
added, as follows: ‘‘Provided, That nothing herein contained shall prevent dis- 
crimination in price between purchasers of commodities on account of differences 
in the grade, quality, or quantity of the commodity sold, or that makes only due 
allowance for difference in the cost of selling or transportation, or discrimination 
in price in the same or different communities made in good faith to meet 
competition:”’. 

After several years’ experience in administering the statute it became apparent 
that the effect of this proviso was to make enforcement of section 2 of the Clayton 
Act relatively ineffective. 

By 1928 the Congress became acutely aware again of the problem of discrimina- 
tion and the lack of effectiveness of section 2 of the Clayton Act in preventing 
discriminations, particularly with reference to chain stores. The Commission 
was directed by Senate Resolution 224, Seventieth Congress, first session, to 
undertake a comprehensive investigation and study of chain stores and to report 
to the Congress on the practices leading to their growth and its recommendations 
for additional legislation. 

Over a period of 6 years the Commission submitted to the Congress more than 
30 separate faciual siudies pursuant to this resolution and a final report on its 
investigation on December 14, 1934 (8S. Doc. 4, 74th Cong., Ist sess.). In that 
investigation the Commission found these significant facts: 

1. That it had been the persistent policy of the chain stores to seek out and 
demand special and unwarranted price concessions on the goods they bought; 
and 

2. Thai the chains in many instances discriminated in the resale of merchandise 
by maintaining higher prices in localities where competition was absent or weak, 
and cutting prices aggressively in those localities where aggressive competition 
was encountered. 

In commenting on the effect of the good faith proviso on the special concessions 
obtained by the chains as buyers, the Commission stated: 
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“Discriminatory price concessions given to prevent the loss of a chain siore’s 
business to a competing manufacturer, to prevent i manufacturing its own 
goods, or to prevent it from discouraging in its stores the sale of a given manufac- 
turer’s goods, may be strongly urged by the manufacturer as ‘made in good faith 
to meet competition’.”’ 

The following statement was made regarding the status of discrimination by 
the chains in the resale of goods and the question of the aad faith proviso: 

‘Variation in price between different branches of a chain would seem to be 
a discrimination, the effect of which ‘may be’ to produce the forbidden results. 
It is one thing, however, to reach such a broad conclusion on the results of this 
practice by chains in general and quite another to prevent by legal means its 
use by some particular chain. The reason is that the Clayton Act itself specif- 
ically permits price discrimination ‘in the same or different communities made 
in good faith to meet competition.’ The Commission has no evidence which 
would establish that price discrimination by chain stores has not been in good 
faith to meet competition and there is good ground to conclude 
it has been for that purpose. 

“Difficult legal questions arise in this connection, such as whether a price 


discriminator may merely ‘meet’ the price of a competitor or may beat it, and 


Natl lh Manv Cases 


whether a concern which occupies a monopolistic position has the right to main- 
tain itself by discriminating in good faith to meet comps tition. If the monopoly 
be considered legal it is difficult to deny it the sam« = vilege of protection against 
competition which the statute assures the independent Yet that creates the 


anomaly of a monopoly being allowed to use the same weapons to maintain itself 
which are denied to others for fear of creating monopoly.” 

In recommending legislation to correct the conditions discovered in the chair 
store investigation, the Commission advocated that the good faith proviso be 
eliminated from the statute and that section 2 of the act be rewritten to provide 
simply that: 

“It shall be unlawful for any person engaged in commerce, in any transaction 
in or affecting such commerce, either directly or indirectly to discriminate un- 
fairly or unjustly in price between different purchasers of commodities, which 
commodities are sold for use, consumption, or resale within the United States or 
any Territory the con or the District of Columbia or any insular possession ¢ 
other place under the jurisdiction of the United States.”’ 

The i hiean, Wadesan Act of 1936 constituted a major overhaul of seetion 2 
of the Clayton Act designed primarily to correct the conditions discovered by the 
Commission in its chain-store investigation. Section 2 (a) was redrafted to 
make unlawful not only discriminations which may substantially lessen competi- 
tion or tend to create a monopoly in any line of commerce, but also those dis- 
criminations which may injure, destroy, or prevent competition with a particular 
person. The cost proviso was rewritten to make it plain that discriminations 
based on quantity could only be justified to the extent of actual savings. Pay- 
ments of brokerage commissions directly to buyers, a favorite device employed 
by the chain stores for securing price concessions were prohibited in a new sub- 
section (¢c). Subsections (d) and (e) prohibited payments for services and facili- 
ties except on proportionally equal terms, and subsection (f) made the buyer 
who induces an unlawful discrimination in price equally liable with the seller. A 
new approach was added in section 2 (a) whereby the Commission was aeRO 
when it finds purchasers in large quantities so few as to render differentials on 
account of such quantities unjustly discriminatory, to set nc y limits beyond 
which no discounts may be given, even though they might be justifiable unde r 
the cost savings proviso. In section 3 of the Robinson-Patman Act criminal 
sanctions were made available against certain discriminations And finally, 
Congress completely rewrote the good-faith proviso, and placed it in a separate 
subsection, in language which the Commission construed as limiting the good- 
faith defense to a procedural matter, unavailable in the face of a showing that the 
discrimination may have the effects specified in section 2 
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The Supreme Court has now decided that Congress did not limit the good-faith 
proviso, and the good-faith defense, when established, is complete under the 
Robinson-Patman Act as it was under the original section 2 of the Clayton Act 
S. 719 would confirm that this is the intent of Congress and represents a reversal 
of the previous efforts to limit the good-faith proviso and make it subsidiary to 
the basie policy of preserving commerce from substantial suppression of compe- 
tition. 


S. Rept. 293, 82-1——2 
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The Commission can see no reason why the difficulties arising from an unquali- 
fied good-faith defense which were pointed out in 1934 are not equally important 
in 1951. To reaffirm the good-faith proviso as a complete defense, regardless of 
the effects which may flow from discriminations in good faith, again raises the 
anomaly of monopoly power being permitted to use the same weapons to main- 
tain itself which are denied to others for fear of creating a monopoly. 

Diseriminatory selling has long been recognized as a practice which works to 
the advantage of big business and toward the destruction of small business. 
Discriminatory selling has thus long been recognized as a practice which works 
in two ways toward the creation of monopoly. First, discriminatory selling is a 
practice by which large sellers destroy smaller competing sellers. This is true 
whether or not the large seller intends any injury to his smaller rivals. Second, 
discriminatory selling results in advantageous purchase terms to big buyers and 
in disadvantageous purchase terms to the small buyer. Discriminations in favor 
of the large buyer are, moreover, typically in excess of any savings in the seller’s 
costs of supplying the large buyers as compared to his costs of supplying other 
buvers. 

We do not believe that discriminatory selling is any less a force for destroying 
competition among sellers than it is for destroying competition among buyers. 
Nor do we believe that discriminations which merely meet the price of a com- 
petitor are much less a force for destroying competition than are discriminations 
which undercut the price of a competitor. On the contrary, we concur with the 
Senate report on the Robinson-Patman bill which stated: 

‘The weakness of present section 2 lies principally in the fact that: (1) It places 
no limit upon differentials permissible on account of differences in quantity; and 
(2) it permits discriminations to meet competition, and thus tends to substitute 
the remedies of retaliation for those of law, with destructive consequences to the 
central object of the bill. Liberty to meet competition which can be met only by 
price cuts at the expense of customers elsewhere, is in its unmasked effect the 
liberty to destroy competition by selling locally below cost, a weapon progressively 
the more destructive in the hands of the more powerful, and most deadly to 
the competitor of limited resources, whatever his merit and efficiency. While the 
bill as now reported closes these dangerous loopholes, it leaves the fields of com- 
petition free and open to the most efficient, and thus in fact protects them the 
more securely against inundations of mere power and size.”’ (S. Rept. No. 1502, 
to amend Antitrust Act, Jan. 16, 1936, 74th Cong., 2d sess.) 

While the Commission is firmly convinced that the good faith defense should 
not be available as a justification for discriminations which have a substantial 
and serious effect toward monopoly, we recognize that there is an area in which 
it may be desirable to permit justification on this basis for discriminations whose 
effects, while still within the test of section 2 (a), fall short of substantially sup- 
pressing competition or tending to monopoly in a line of commerce. It is sug- 
gested that this can be accomplished by establishing good faith as a complete 
defense except in those cases where the effect may be substantially to lessen 
competition or tend to create a monopoly in any line of commerce. 

The standard of injury in section 2 of the Clayton Act was broadened by the 
Robinson-Patman Act to include discriminations not only where the effect may 
be to substantially lessen competition or tend toward monopoly in a line of 
competition, but also where the effect may be to injure, destroy or prevent com- 
petition “with any person who either grants or knowingly receives the benefit 
of such discrimination or with the customers of either of them.” We can see 
no particular objection to making the good faith defense available as to discrim- 
inations which injure, destroy or prevent competition with a particular person, 
but which still fall short of substantially lessening competition or tending to 
create monopoly in a line of commerce. 

Two other observations may be made regarding the provisions of 8. 719. The 
bill would create a new subsection (g), leaving undisturbed the language of sub- 
section (b) which contains the basic proviso relating to the good-faith defense. 
The provisions of the statute would seem less confusing if amendments affecting 
subsection (b) were made directly to that subsection, rather than by way of a new 
subsection. 

8S. 719 also contains a proviso to the effect that a seller shall not be deemed to 
have acted in good faith if he knew or should have known that the price being met 
is unlawful. In the decision of the Supreme Court in the Standard Oil case it 
was observed that the good-faith defense was limited to the meeting of a ‘‘lawful’’ 
price, and the statute now provides that the burden of sustaining justification 
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rests wholly with the one charged with unlawful discrimination. This proviso 
may well be argued as shifting to the Commission part of the burden of showing 
lack of justification, a shift which would not be desirable from the standpoint of 
effective enforcement of the statute. We recommend that the proviso be deleted. 

To accomplish the changes recommended in 8. 719, it is suggested that it be 
amended to revise section 2 (b) of the act as follows, the italicized portion repre- 
senting language which would be new to the statute: 

‘(b) Upon proof being made, at any hearing on a complaint under this section, 
that there has been discrimination in price or services or facilities furnished, the 
burden of rebutting the prima facie case thus made by showing justification shall 
be upon the person charged with a violation of this section, and unless justification 
shall be affirmatively shown, the Commission is authorized to issue an order 
terminating the discrimination: Provided, however, That unless the effect of the 
discrimination may be substantially to lessen competition or tend to create a monopoly 
in any line of commerce, it shall be a complete defense for a seller to show that his lower 
price or the furnishing of services or facilities to any purchaser or purchasers was 
made in good faith to meet an equally low price of a competitor, or the services or 
facilities furnished by a competitor.” 

The Commission deeply appreciates this opportunity of expressing its views on 
the pending legislation. The Commission wishes to emphasize that the views 
which it has expressed are based on the conclusion that the basic policy of section 2 
of the Clayton Act—to prevent those discriminations which will suppress competi- 
tion and lead toward monopoly—should not be made wholly subsidiary to the 
right to meet competition in good faith. 

Commissioner Ayres does not concur with this report. He desires to state 
that he does not oppose the purpose of 8. 719, but that he does not consider that 
the proposed legislation is necessary at: this time because its purpose has already 
been accomplished by the decision of the Supreme Court in the Standard Oil Co. 
case, 

Commissioner Mason dissents from this report. His views on 8. 719 are being 
expressed in a separate communication to you. 

n view of our understanding that your Committee expects to act on this bill 
in the near future, this report, in the interests of expedition, is being submitted 
without the usual clearance with the Bureau of the Budget. 

Respectfully submitted. 


Jas. M. Merap, Chairman. 


FEDERAL TRADE COMMISSION, 
Washington, April 23, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

My Dear Senator McCarran: This letter is in reply to your request to the 
Federal Trade Commission for an expression of its views concerning 8. 719, 
EKighty-second Congress, first session. It is a statement of my individual views, 
which differ from those expressed in the letter of the Federal Trade Commission 
Chairman as authorized by a Commission vote of 3 to 2. 

In my opinion, passage of 8. 719 will be useful in making the intent of Congress 
clear with respect to the limited subject matter of the bill. 

It is my understanding the purpose of 8. 719 is as vou stated on the floor of the 
Senate, January 29, 1951, namely, to clarify the Robinson-Patman Act by specifi- 
cally providing that the meeting of a competitor’s equally low price in good faith 
shall be a complete defense to a charge of price discrimination or discrimination 
in services or facilities under that act. 

As the majority of the Commission has said, the bill is in accord with the 
construction given present law by the Supreme Court in the Standard Oil of 
Indiana case. My original dissent in Federal Trade Commission v. Standard Oil 
filed with the Commission on August 9, 1946 (which I append hereto), points out 
the dangers to consumers and our economy which your legislative proposal seeks 
to guard against. 

My former colleagues who were on the Commission at the time the Federal 
Trade Commission decided this case held that Congress had discarded the pro- 
tections to competition that the proviso in section 2 (b) appeared to give. Yet, 
if you will examine the legislative record subsequent to that Commission decision, 
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you will find that our entire Commission, as it was then composed, expressed the 
opinion that this meeting of a competitor’s price in good faith should be a complete 
defense, although a majority had assumed (Mason dissenting) the law was contra 
in litigating that case.! 

rhus my colleagues at that time were in agreement with me as to what the law 
should be, but disagreed with me as to what the law actually was. 

Now that the Supreme Court has interpreted the law, it appears there can be 
no disagreement on what the law is, but with three new Commissioners appointed 
since 1948, there is a definite disagreement as to what the law should be. Until 
today the Federal Trade Commission has never before suggested that the good 
faith proviso should not be a full defense to a charge of price discrimination. 
Thus today both shoes are on different feet from where they were yesterday. 

In my opinion, the proposal of my present colleagues would in substance 
legislatively reinstate the original decision of the Federal Trade Commission to 
wipe out the good faith defense. This is apparent from the conclusion of the 

Supre me Court in the Standard Oil case when it observed that: 

‘The proviso in section 2 (b), as interpreted by the Commission, would not be 
available when there was or might be an injury to competition at a resale level. 
So interpreted, the proviso would have such little, if any, applicability as to be 
practically meaningless. We may, therefore, conclude that Congress meant to 
permit the natural consequences to follow the seller’s action in meeting in good 
faith a lawful and equally low price of its competitor.” 

The recommendation of the majority of the Commission, if adopted, would 
bring about the situation described by the Supreme Court and would give the good 
faith proviso such little applicability, if any, as to render it practically meaningless. 

The Supreme Court found in the Standard Oil case that C ongress did not intend 
to restrict competition when it enacted the Robinson-Patman Act. The majority 
of the Court said: 

“It is enough to say that Congress did not seek by the Robinson-Patman Act 
either to abolish competition or so radically curtail it that a seller would have no 
substantial right of self-defense against a price raid by a competitor. 

[f you were to adopt the amendments proposed by my present colleagues, vou 
would reverse the Supreme Court and reject the unanimous advice of the 1948 
Commission. 

In my opinion, these considerations are not as important as the blow you would 
deal the consumers of this country if you were to weaken competition by reversing 
this decision of the Supreme Court. As the majority of that Court observed in its 
Standard Oil decision: 

‘The heart of our national economie policy long has been faith in the value of 
competition. in the Sherman and Clayton Acts, as well as in the Robinson- 
Patman Act, ‘Congress was dealing with competition, which it sought to protect, 
and monopoly, which it sought to prevent’. ”’ 

The Court held the Robinson-Patman Act protects competition by providing 
that it is a full defense to a charge of price discrimination for a seller to affirmatively 
prove that he did no more than in good faith meet the equally low price of his com- 

On October 12, 1948, the Commission issued a statement of policy with respect to pricing laws in which 
it said, ‘“‘Sec. 2 of the Clayton Act, as amended by the Robinson-Patman Act, prohibits price discrimina- 
tions which injure or prevent competition unless * * * the price reductions have been made in good 
faith to meet the equ ally low price of competitors.”’ Following that statement of ae law the Commis- 
sion added by way of a footnote that in the then pending Standard Oil case it was ‘seeking to ascertain’’ 
whether this construction was proper. The Commission has since received from the: Supreme Court the 
construction of the statute which is in accord with that stated by the Commission in its October 12, 1948, 
statement. 

A member of the staff (Associate General Counsel Dawkins) appeared before the Senate Judiciary Com- 
mittee on March 31, 1949, and testified that he was authorized to speak oflicially on behalf of the Commis- 
sion. He told the Senate Judiciary Committee that this Commission had no objection to a permanent 
change in the law to make the good faith meeting of a competitor’s equally low price a full defense in price 
discrimination cases (hearings on 8S. 1008, 8ist Cong., p. 72). 

Subsequently, the matter was presented formally to the full C ommission. On June 9, 1949, the. Com- 
mission wrote the chairman of a House Judiciary subcommittee that, ‘‘all of the Commissioners believe 
that on balance it would be preferable to make the good faith meeting of competition a complete defense”’ 
(hearings on 8. 1008, 81st Cong., p. 61). That statement was referred to by the Supreme Court minority 
in its footnote 17. The dissenting Justices in the Standard Oil case, who agreed with the original Com- 
mission construction of the statute nevertheless found that ‘‘nondiscriminatory pric ing tends to weaken 
competition.”” They, however, made it clear they did not advocate such a rule of law, noting that, ‘‘it is 
hardly necessary to note that the wisdom of the enactment is not for the C ommission nor the courts in 
enforcing the act.’ Immediately following that observation, the Court referred to the Commission’s June 
9, 1949, letter in which it said that “all” of the Commissioners believed the good faith proviso should be 
an absolute defense 
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petitor. If this be the purpose of S. 719, it’s good law, sound economies and, in 
my opinion, it should pass. 
Sincerely, 
Lower. B. Mason, 





UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 
In the matter of Standard Oil Company, a corporation. Docket No. 4389 


DISSENTING OPINION OF COMMISSIONER LOWELL B. Mason to Mopirrep ORDER 
To CEASE AND Dgésis1 


There are four reasons for this dissent. 

1. The modified order is too indefinite and obscure to be followed; 

2. The failure of the Commission to consider the evidence offered under the 
proviso of section 2 (b) of the Robinson-Patman Act; 

3. The failure to prove injury to competition; and 

4. The failure to establish jurisdiction. 

First, in my judgment, the order is too indefinite and obscure to be followed. 
The first half merely says, ‘‘Look at what Standard did and don’t do that.” I 
refer specifically to those portions of the order which state that the respondent is 
ordered to cease and desist from discriminating 

“1. By selling such gasoline * * * 
in the findings * * *, 

“2. By continuing or resuming the discriminations * * * described 
in the Commission’s findings * * *. 

“3. By otherwise discriminating * * * inamanner * * * = simi- 
lar to * * * the discriminations * * * referred to * * * in 
the Commission’s findings * * *.” 

An order is a command to do or refrain from doing certain things, and thus 
should interpret the Robinson-Patman Act ideals into completely understandable, 
explicit directions. 

To rely on the finding of facts to determine the command of an order is bad. 
How can businessmen determine the standard at which they must aim if the 
Commission will not set down in words and figures in the order what is illegal? 

The order of the Commission, being of a negative quality, that is to say, an 
order to cease and desist, should ban specific acts and thus by a series of quasi- 
judicial exclusions, direct all men of enterprise toward the best practices of their 
trade. 

The last half of the order is a paraphrasing of the general terms of the statute 
and thus in effect commands nothing specifically but counsels perfection generally. 

I believe the primary burden rests on the Commission to present an under- 
standable order so it can be obeyed. Otherwise, first the businessman must 
guess what the law requires him to do, and then he must guess what the Com- 
mission requires he must do, to obey its order entered because he guessed wrong 
the first time. 

In my opinion, the Federal Trade Commission should not swell that area of 
the law which cannot be known until litigated. A law that cannot be applied 
with certainty to the current affairs of everyday business is ex post facto in effect. 

It simply means, instead of living in a country where a king declares today 
that what a citizen did yesterday should be a crime, the Federal Trade Commis- 
sion declares what the businessman did five years ago is interpreted as a viola- 
tion of law today. 

We have made a fetish out of “litigation to determine the law.”’ And by obscure 
and unintelligible orders which rely on extraneous references to indicate their mean- 
ing, we will make a fetish out of “‘litigation to determine the litigation.” 

This may not be such a fault that our superior courts feel empowered to inter- 
dict. If so, there lies all the more reason for our diligence in protecting against it. 

There is a parallel in Gulliver’s Travels between the directions the tailors of 
Laputa used to measure Gulliver for a suit of clothes and the directions given by 
the Commission for the defendant to clothe itself with legality in this case. 

Gulliver’s tailors, immersed in the abstractions of life, used quadrants, angles, 
and complicated formulae to determine a simple sleeve length. The result was a 
most ill-fitting suit. 


* * * 


in the manner stated 
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Gulliver took some comfort out of the fact that at least everyone else was as 
poorly dressed. But even this satisfaction is denied the defendant in this case, 
for here, only the defendant is subject to the obscurities of higher dialectics whilst 
his competitors roam the fields of competition secure in the knowledge that they 
don’t have to guess how to carry out the order because it does not apply to them. 

I shall examplify what I consider the law and facts on the second and third 
points by illustrations, using fictitious characters and episodes. 

This method is at odds with common legalistic austerity, but it suits the pur- 
pose of those who would care to know why there is a dissent in this case. 

The case is about one distributor getting gas for less than another distributor. 

There are many kinds of distributors—brokers, wholesalers, jobbers, retailers, 
etc., but in the gas business, two are most common: 

The retailer who operates the corner filling station—the essential tools of his 
trade consist of a gas pump, rest-room., air for tire , and water for radiators. 

The jobber—ordinarily has a railroad siding or delivery trucks that carry as 
much as a tank car, big storage tanks, a fat credit, and enough retail distributors 
as customers to make the use of these facilities profitable. 

These two types of distributors pay different prices for the gas they sell. The 
jobber—a cent and a half less. It is easier to sell jobbers—they buy millions of 
gallons. The corner station buys thousands. The credit risks, the delivery costs, 
the storage costs, the sales costs are either less or entirelv absent when selling to 
ajobber. Besides the saving of money, there are many other valid reasons which 
invite a producer to dispose of his stock at a lesser price to a jobber than to a 
retailer. In fine, it seems there is no quarrel over this generally accepted economic 
fact. 

It is true the statute makes no references to classes of purchasers.' It bans 
any discrimination between purchasers without regard to class or function, pro- 
vided competition is or tends to be injured. The point is, that competition is 
nonexistent between different functions, The respondent claims that there is 
nothing in the Robinson-Patman Act to prevent different price scales based on 
the different functions of distributors. This claim is sound only because the 
function of a jobber is not in competition with the function of a retailer. To 
hold otherwise would be to ordain that the profit motive could no longer be legal 
in the distribution field except at two points, distribution by the manufacturer 
and distribution by the retailer. All other intermediaries would be out of busi- 
ness unless they were willing to operate sans profit. If they should be out of 
business, that’s up to Congress, not the Federal Trade Commission. 

The trouble comes when the retailer function and the jobber function become 
joined—then we have a controversy such as in this instant case. 

For the purpos> of illustrating this point, let us assume: 

You are a producer of gasoline. You sell gas to Jerry. Jerry pumps it out 
to the folks who drive up and say, “‘Fill’er up.” Jerry does a nice retail business. 
You sell him gas at the same price you sell all the other retailers in town. You 
are obeying the Robinson-Patman Act which says you mustn’t give a cheaper 
price to one than another. 

You also sell gas to Harold. Folks can’t drive up to Harold’s place and get 
five gallons. Harold won’t mess around with the public—wiping windshields, 
putting water in radiators, etc. He buys from you in big batches and then re- 
sells it in smaller lots to retailers who have corner filling stations just like Jerry. 
Harold is a jobber. You sell him your gas at the same price you sell all the other 
jobbers in town, and that’s O. K., too. Naturally, Harold’s price is less than 
what you charge Jerry. In fact, it is one and a half cents less, because Harold 
takes the job of distributing your gasoline off your hands. This is worth some- 
thing besides just the money you save. 

Now nobody is in hot water yet because each person is being treated “Even 
Stephen” according to the line of work he is in. But take a look at Bill across 
the street. Bill has a retail gas station. Folks drive up and use Bill’s wash- 
room while he puts five gallons in their tank. That makes Billa retailer. So you 
tell Bill you’ll let him have your gas at your retailer’s price. 

Bill says, ‘Come with me.” 

He takes you around back and, lo and behold, Bill owns a side track for tank 
cars, delivery trucks for gas, and gigantic storage tanks. Then Bill takes you 
into his office. He shows you his books. Bill has pienty of money. He buys a 
million—two million gallons a year, not in little truck wagon loads, but in big 





1 The Senate and House bills originally contained references to classes of distribution. These were struck 
out before passage. See S. Rept. 1502, p. 5, 74th Cong., 2d sess.; see also H. Rept. 2287, 74th Cong., 2d sess, 
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batches. Bill can do this because he sells to a lot of other retail stations besides 
using some himself. 

Then there is Martin. Martin has just as big a layout as Bill but he doesn’t 
even bother to sell to other retailers. Martin has so many retail outlets of his 
own that he operates a wholesale establishment just for his own filling stations. 

Are Bill and Martin retailers or wholesalers? 

To tell the truth, they are like Pooh Bah in Gilbert and Sullivan’s opera, the 
Mikado. It all depends on whether you look at them front or back. 

But, being a big gasoline company, you can’t afford to take any chances on 
Uneles Sam suing you for price discrimination. 

So you say, ‘‘ Bill and Martin, I’m sorry, old fellows, but you look like retailers 
tome. I’m going to have to charge you a cent and a half higher price than what 
I charge Harold, the jobber, who doesn’t do any retail business of his own.” 

Bill and Martin, being vigorous American businessmen, resent this very much. 
Bill and Martin buy just as much as Harold buys. Their equipment is just as 
good. They take as much work off your hands as Harold does, and their money 
looks just as good as Harold’s any day. They want the same treatment. 

Now some folks think that because you are a big gasoline company, you can 
tell Bill and Martin to “take it or leave it.”’ That’s the way it used to be in the 
old days. You used to be the big frog in the puddle. Nowadays the puddle is 
bigger, the frogs are bigger, and there are lots more of them. 

Tell Bill he is a retailer and entitled only to a retailer’s discount, and five 
seconds later all the other frogs put on their glasses and say, “Why, Bill, you 
look exactly like a jobber to me. We'll give you the jobber price.” 

So you lose Bill to a competitor whose price you wouldn’t meet, and maybe 
you lose a couple of more customers for the same reasons, about the same time. 

This all makes life very complicated. 

Million-gallon customers don’t grow on trees, and tomorrow Martin is going 
to be around to see you about his cent-and-a-half discount. Treat Martin like 
a retailer, you’re out of business (at least, as far as Martin is concerned). Treat 
Martin as a jobber, Uncle Sam will sue you as a price discriminator (just as the 
Federal Trade Commission has done in this case). 

When passing the Robinson-Patman Act, Congress had just such a dilemma in 
mind. So it added a proviso to the law (in sec. 2 (b), Robinson-Patman Act) 
which said in effect: “If somebody else is offering Martin or Bill gas for a cent 
and a half less, then you can, too, and show as a defense in a suit by the Federal 
Trade Commission that you were only meeting your competitor’s price.” 

That’s what Congress says, and on the 26th day of February of this year, the 
Federal Trade Commission agreed with Congress.” 

But that’s not what the Commission says in the instant case. 

Now the Commission says you can’t offer such a defense, regardless of the 
statute, and if by chance such a defense is admitted into the testimony, and if 
by chance it is proven by a greater weight of the evidence, and if in fact no testi- 
mony is offered in opposition, still the Commission will disregard such a defense. 

If you apply the order in this instant case to the example I have just given, 
you will have to give Martin and Bill the lower jobber’s price on all gas that 
they sell to other retail stations, but charge them the higher retailer’s price on 
all gas they use in their own stations. In other words, they pay two different 
prices for the same gas in the same barrel, depending on what they use the stuff for. 

That is what is known as ‘‘determining price by use.” 

This is foreign to the free enterprise system observed in our country. For 
the Commission to administer prices by determining which users shall be required 
to pay higher prices for a commodity than other users, tends to divide the dis- 
tributive functions of our economy into hostile groups, each striving for govern- 
ment favoritism rather than for consumer acceptance. 

It is time we moved the area of competition back into the open marts of trade 
where service and price to the consumer are the arbiters of success. 

It is of interest to note that the social economic ideology of ‘determining 
price by use’’ embodied in the Commission’s order was once considered and 
flatly rejected by Congress. ‘Pricing by use’’ was included in the House Com- 
mittee (Judiciary) Report 2287 of March 31, 1936, 74th Cong., 2nd Session. 
This is what it said: 

“For the purpose of such classification of customers as wholesalers or 
jobbers or retailers, the character of the selling of the purchaser and not the 





2 In the Ferro case, Docket 5155, the Commission provided that the order to cease and desist ‘‘shall not 
prevent the respondent manufacturers from showing that any lower price to any purchaser was made in 
good faith to meet an equally low price of a competitor.’ 
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buying shall determine the classification, and any purchaser who * * * 
does both a wholesale and retail business shall, irrespective of quantity 
purchased, be classified as a wholesaler on purchases for sale to retailers 
only * * * and as a retailer on purchases for sale to consumers.” 

This ideology Congress refused to adopt and before final passage of the 
Robinson-Patman Act, all such language was strieken from the bill. 

There are those who feel this country requires such a channeling of a business- 
man’s field of activity. This is strong medicine for a free economy to swallow. 
If needed, it is up to Congress and not this Commission to write the prescription. 
As yet, Congress has not seen fit to pass such bills that have been introduced to 
accomplish this end. Nor has Congress enacted any law preventing one from 
meeting his competitor’s price. The competitive system still contemplates that 
the seller will get as much as he can and that the buyer will pay no more than 
he has to. 

I cannot subscribe to an order that embraces what Congress specifically 
rejected. 

Not only did Congress reject the ideology of ‘“‘pricing by use,’’ but obviously 
contemplating just such a situation as the instant case presents, embodied in 
the Act a proviso in section 2 (b) as follows: 4 

‘Provided, however, That nothing herein contained shall prevent a seller 
rebutting the prima facie case thus made by showing that his lower price 
* * * to any purchaser or purchasers was made in good faith to meet 
an equally low price of a competitor * * *,” 
These words cannot be denied, and it is difficult to see how they can be ignored, 
but the decision in this case waives them aside, and the findings of facts and 
order have completely evaded any discussion of what the respondent proved 
by greater weight of the evidence (in fact, I find the testimony uncontroverted). 
The respondent proved that it had granted a lower price in good faith to meet 
a competitor’s price. The trial examiner who heard the case so held, and I as a 
Commissioner would so find. 

The Commission concludes as a maiter of law thai it is unnecessary for ii to 
determine this fact. In my opinion, this is not sound. So far as the Federal 
Trade Commission is concerned, I believe deliberate and intentional matching of 
a competitor’s lower price is legitimate as long as the proviso on seciion 2 (b) of 
the Clayton Act stays on the siatuie books. 

lt is lawful for a seller to meet a competiior’s price, unless there is a showing 
that the meeting and matching is a planned, common course of action, resuliing 
in a conspiracy in restraint of trade. 

In the insiant case, the respondent, having losi ‘wo customers because it would 
not meet the prices of its competitors, made up its corporate mind io hang on to 
whai business if had left, and in good faith, and what appears io me only ordinary 
common sense, lowered its price to that of its compeiiiors. 

In my opinion, the rejection of this defense by the Commission is faial io the 
validity of the order. 

So much for the second point. 

Let us next consider the findings of the Commission that “the effect of the 
discrimination * * * has been * * *_ subsianiially to lessen competition 
and io injure, destroy and prevent competition * * * in ithe resale of gasoline.” 

I take it, an injury io a competitor musi be illegal before it can be banned. 
We mouth the phrase “injury io competition” so often thai we confuse it with 
“injury to a competitor.” 

When you meet your compeititor’s lower price so as to keep a customer he sought 
to take away from you, he feels he has been injured. Of course he has, but that 
does not mean that competition has been injured. On the contrary, it may have 
been improved. 

In theory, it would be nice if one could do business without having people come 
along and meet his price. But in a free economy people are always irying to do 
that very thing; inveigling customers away by bevier services or cheaper prices. 
Tha.’s the consumers’ protection. The well established companies refer vo these 
people as ‘‘chiselers.””’ Those who are not well established, and who are irying 
to secure a foothold in the market place, refer io the well established companies 
who meet their lower prices as ‘‘monopolists” or ‘‘price discriminators.” Ti all 
depends on which foot the shoe is on. 

The man who sells a customer something for less is entitled to his patronage, 
but he musi not expect a monopoly on that patronage. As long as the proviso 
in Section 2 (b) stands, others are free to come in and take a shot at the goose, too. 


3 49 Stat. 1526 (1936); 15 U.S. C, A. 13, 
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In my opinion, the testimony showing injury to competitors in this case is in 
reality a demonsiration of the existence of compeiition. 

There is another phase of this order bearing on the quesiion of competition 
which warrants scrutiny. 

As long as a buyer can get goods of like grade and quality at the same price or 
even less, he cannot claim compeiiiion has been injured because you refuse to sell 
him your goods ai the price he wants to pay. This prohibition against discrim- 
ination is specifically limited by the statute to the grade and quality of the producis 
sold, and has novhing to do with the popularity of the merehant or his brand, or 
the public acceptance of trade names. 

The Act makes no mention of “major brands” or “off brand’? commodities. 
lis sole criterion, so far as the words of the statute are concerned, has to do with 
the physical properiies of the commodity. The reason for this is obvious. Con- 
gress realized the impraciicality of weighing the me ‘reurial popularities of name 
accepiance in determinating discriminaiion. Hence, it set the siandard of dis- 
crimination on a factual raiher than on a beauty coniesi basis. 

Grade and quality are stable things, dete ‘rminable with mathemaiical certainty. 
T here is no danger in empowering a commission to asceriain grade or quality but 

“public accep.ance!”” How are we to determine whai is a major or a minor brand, 
and how much differential shall be justified from one to the other?) When Congress 
gives us that power, there will be time enough to worry about the many possi- 
bilities of abuses which can grow oui of such authority. 

As the law now siands, a diseriminaiory price is lower than what others have 
to pay io obiain goods of “‘like grade and qualiiy.”’ It has nothing to do with 
the relative popularity of brand names. 

To illusiraie: Lei’s suppose you are producing a gasoline that is sold on name 
accepiance but which is of the same grade and quality as many other gasolines 
which have no trade names. The unbranded gas sells for from two to six cents 
under whai you sell your branded gas for. 

You eall your product Kelley’s Kreem Gas (ficiiitious name, of course). It is 
accepied everywhere; everybody knows the name. You sell it for twelve cenis 
to Bill. Thai is one and a half cenis under the retailer price Jerry pays. 

Jerry runs to the Federal Trade Commission and complains he is being dis- 
criminaied against. 

“Does iv hurt?” asks the Commission. 

“Of course it hurts,” says Jerry. “I want Kelley’s Kreem Gas at the same price 
Bill, the jobber, pays.” 

The Federal Trade Commission looks at the law. “It doesn’t say anything 
here in the siatuie about Kelley’s Kreem Gas. In fact, the statute doesn’? even 
mention brand names; it jusi says that discrimination in price of goods of ‘like 
grade and quality,’ if it tends to prevent competition, shall be unlawful. 

“Now, can you get gas just as good in grade and quality as Kelley’s Kreem from 
other folks for a lot less?” 

“Sure,” says Jerry. ‘There is plenty of competition willing to sell me gas of 
like grade and quality for even less than Kelley sells to Bill. But I want Kelley 
Kreem Gas.” 

‘All right, all right,’’ says the Federal Trade Commission. ‘‘Congress used the 
words, ‘of like grade and quality.’ I’ll interpret it to read, ‘of like grade, quality 
or brands.’ 

‘Then [’ll enter an order against Kelley’s Kreem saying he musn’t sell such gas 
at different prices. This will let everybody else sell unbranded, but just as good, 
gas for any price they want.” 

Let us take a careful look at the order in the instant case to see if I have paral- 
leled my example with the facts at hand. 

The report of the Federal Trade Commission trial examiner in the instant case 
lists nine ‘‘major’’ companies in the Detroit area. He lists three companies as 
“doubtful,”’ using as his yardstick the fact that some witness did not list them as 
“major,’’ and then he describes ten other companies as secondary. This catalog- 
ing has nothing to do with the quality of the gas sold but relates to the relative 
importance of the companies. 

‘These secondary companies who merchandise relatively unknown brands, plus 
the unbranded gas sold by the ‘doubtful’? major companies, amount to about 
twelve percent of the total Detroit business. This gas is sold for as much as six 
cents off the branded price and always at least two cents off. 

The sole difference, so far as the record indicates, is that 88 percent of the gaso- 
line sold in the Detroit area carries a brand name, while twelve percent is un- 
branded. ‘There is no distinction as to quality or grade. This would indicate 
that at no time were there any competitors shut out from buying gasoline of like 








18 PRICE DISCRIMINATION—DEFENSE UNDER ROBINSON-PATMAN ACT 
grade and quality at prices ranging from two to six cents less than they were 
paying, and at a price always less than the respondent’s so-called discriminatory 
price. 

As tong as the other gas of like grade and quality was offered for sale at a lower 
price, where could there be injury to competition except.on a plane that was not 
contemplated by Congress, namely, on a plane between names and not qualities 
or grades? 

In the Corn Products case,‘ the discriminations were in “feed and meal,” not in 
‘Joe Blow’s Feed” or ‘“‘Blue Plate Meal.’’ In the Corn Products case there was 
no effort to add words to the statute so that the Commission could hold a popu- 
larity contest on public acceptance. There the determination only had to be that 
the feed and meal were of the same grade and quality. In the instant case, the 
facts are that at all times there were plenty of competitors offering gas of as good 
grade and quality as the respondent at prices lower than respondent’s so-called 
discriminatory prices. 

I point this out because in the case under consideration, neither the respondent 
nor the trial attorney has seen fit to stress the point. Perhaps the respondent 
doesn’t like to admit there is unbranded gas of the same grade and quality as its 
own product, and the trial attorney would find it difficult to prove injury to com- 
petition in like grades and qualities if it were shown that there was plenty of gas 
of like grade and quality available at much less than the alleged discriminatory 
price of the respondent. 

The instant case has important public aspects and the Commission is entitled 
to consider all the facts involved before entering an order. There were two orders 
entered in this case, an original, entered prior to my membership on the Commis- 
sion, and a modified order now being considered. Let us look at them. 

The original order referred to gasoline ‘“‘of like grade and quality.’”’ This was 
subsequently changed so as to refer to only the gas described in the findings, 
namely, three brands—‘‘Solite with Ethyl,” ‘‘Red Crown” and “Stanolind,”’ and 
all references to the statutory language ‘‘of like grade and quality’’ was stricken. 

There might be a moral if not a legal justification for this tinkéring with an act 
of Congress if one considers that without such an amendment the unknown pro- 
ducers would be at a great disadvantage, but perhaps the reason for the change 
lies deeper. If the order were left in the words of the statute, it would be impos- 
sible to deny that there was plenty of gas of like grade and quality available at 
much less than the alleged discriminatory price of Standard. This being true, 
the charge of injury, or even potential injury, flies out the window—for no one 
was injured by being shut out from buying gas of like grade and quality. 

Now let us consider the fourth reason for this dissent. 

The findings do not disclose facts sufficient to warrant the Commission assuming 
jurisdiction. If the Commission felt the evidence supported a conclusion that the 
purchases involving discriminatory prices were in interstate commerce, it should 
have so found. The Commission did not so find. It found that the respondent 
was engaged in interstate commerce. It avoided any reference to the actual 
purchases which under the statute I believe must be shown to have been in inter- 
state commerce. This is not enough. The statute is explicit that the “purchases 
involved in such discriminations’ must be in interstate commerce. 

The inhibition does not include every action by a company engaged in inter- 
state commerce, but is limited to those acts which themselves are in interstate 
commerce. 

In my opinion, the Commission in this case has dealt with the facts and the law 
just as Procrustes dealt with the unfortunate guests who slept in his bed. The 
Commission has cut off the facts of the case that do not fit in with the order, and 
it has stretched out the statute until it is no longer the law Congress passed but 
becomes the law that the Commission would like to enforce. It requires private 
policing of one man’s business by another. It freezes the avenues of trade to set 
patterns. It eliminates the profit for one type of distributor and guarantees the 
profit to another. It subjects branded goods to restrictions not applied to 
unbranded goods. It attempts to settle a private struggle between enterprisers 
by opening a Pandora’s box of governmental directives on a minutia of accounting 
and distributing practices that bear scant relation to what Congress sought to 
inhibit. 

I am against it. 

LowE..t B. Mason, Commissioner. 

Aucust 9, 1946. 


£65 Sup. Ct. 961. 
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KeFAUVER (for himself and Mr. MaGnuson), from the Com- 
mittee on the Judiciary, submitted the following 


MINORITY VIEWS 


[To accompany S. 719] 


aW e-oppoxe the action by the majority of the committee, in report- 
ing —. S.719 on three grounds: 


= 1. No public hearings have been held on the measure by the 

Tuniiasttes 

22. Fhe bill cements into statutory law the ruling of the Sup- 

reme Court in the Standard Oil of Indiana case that good faith 

shall be a complete defense against charges of price discrimination. 
3. In a number of important respects the bill goes beyond the 

decision of the Supreme Court in the Standard Oil of Indiana case. 


(1) FAILURE TO HOLD HEARINGS 


With regard to our first objection, full and complete hearings should 
certainly be held for these reasons: (a) leading small business organi- 
zations have indicated their desire to be heard by the committee; (}) 
no adequate hearings were held on the predecessor measure, 5. 1008, 
in the previous Congress; and (c) the issue with which 5S. 719 is con- 

cerned is a matter of vital public interest. 

Whether rightly or wrongly, small business organizations fear that 
S. 719 will have an extremely injurious effect upon small business. 
There are on file with the committee letters from the National Asso- 
ciation of Retail Druggists, the National Federation of Independent 
Business, the National Association of Wholesale Grocers, and other 
organizations, indicating a desire to be heard on 8. 719. 

his failure to hold hearings on S. 719 assumes heightened impor- 
tance as a result of the failure of the Judiciary Committees in the 
previous Congress to hold adequate public hearings on the predecessor 
measure, S. 1008. For the record, it should be pointed out that no 
public hearings of any kind were held on S. 1008 by the Judiciary 
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Committee of the Senate. That bill was introduced on the floor of 
the Senate on May 31, 1949, and with certain amendments hastily 
improvised on the floor by Senator Kefauver, was debated and 
passed on the following day, June 1, 1949. In the House of Repre- 
sentatives brief hearings were held by the Judiciary Committee. 
Only six witnesses were permitted to be heard. Of these, five were 
Members of Congress and one was a recently appointed Assistant 
Atterney General of the United States. Although small business 
organizations, as well as other groups, requested the right to present 
their views, they were not afforded the opportunity to do so. The 
extremely limited character of the House hearings 1s indicated by the 
fact that they comprise less than 35 pages of printed record, of which 
about half consists of a plea by Representative Patman for a “full 
and complete hearing.”’ 

It would thus appear that when it comes to weakening the antitrust 
laws, the practice of reporting out bills without hearings is becoming 
the rule rather than the exception. 

Finally, hearings should be held on S. 719 because it concerns a 
matter of broad public interest. In a petition to the Congress, 76 
economists, including the president and several past presidents of the 
American Economic Association, protested the passage of the prede- 
cessor measure, S. 1008, on the grounds that it “would seriously 
weaken the antitrust laws and hinder their enforcement.” On the 
precise issue raised by the current bill, S. 719, the economists stated: 

The bill would go far toward emasculating the Robinson-Patman Act by re- 
storing the good-faith defense of the old Clayton Act, thus enabling a seller to 
justify any price discrimination, no matter how destructive of competition, by 
showing that his discriminatory price was adopted to meet the price of a com- 
petitor. This defense would serve to bolster the systematic matching of delivered 
prices under basing-point systems. But it would not be confined to such cases; 


it could be offered in justification of every form of price discrimination that is now 
prohibited by law.! 


We believe that, quite apart from the bill’s merits or demerits, 
these considerations alone compel its return to the Judiciary Com- 
mittee with instructions for full and complete hearings. To fail to 
do so would be to fly in the face of all traditional American concepts 
of fair play and equal treatment to all sides. 


(2) CEMENTING THE STANDARD OIL OF INDIANA RULING INTO 
STATUTORY LAW 


Turning now to our second objection, we believe that the bill, by 
cementing the Standard Oil ruling into statutory law, will seriously 
injure small business and weaken the competitive system. Before 
describing the way in which it would bring about these results, it 
should be noted that small business is today probably in as great a 
danger as at any previous time in the Nation’s history. Hearings 
before the Small Business Committees of both Houses have made it 
abundantly clear that numerous small firms are unable to obtain 
either defense contracts or materials for civilian production. They 
are, in effect, caught in a squeeze arising from (a) the tendency of the 
military agencies to favor large firms and (6) the serious shortages of 
basic raw materials, such as steel, aluminum, plastics, and others. If, 
in addition to these problems, small business is to be made the victim 





1 Congressional Record, March 31, 1950, pp. 4558-4559. 
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of any and all types of price discrimination which big business cares 
to use, the days of a healthy small business community—and of our 
free-enterprise system—may well be numbered. Of all periods in our 
history, now is certainly not the time for the Congress to declare 
“open season”’ on small business. 

S. 719 is directed to what is known as the good-faith proviso in the 
Clayton Act, as amended by the Robinson-Patman Act. This pro- 
viso permits price discriminations to be justified or excused—at least 
to some extent—-where the violator shows that his discriminations 
were made in good faith. Obviously, any legislation which would 
broaden the scope of the proviso would correspondingly weaken the 
law. It is, of course, possible to make the proviso so broad as to 
nullify the law completely. And that is exactly what S. 719, for all 
practical purposes, would do. 

In essence, 5. 719 makes good faith a complete justification for an 
indefinite continuation of discriminatory pricing, no matter what its 
effects on competition may be. 

In the Standard Oil case recently decided by the Supreme Court, 
the Federal Trade Commission took the position that the present 
statute authorizes it to issue a cease-and-desist order against a dis- 
criminatory practice which has been shown to have the harmful 
effects upon competition specified in the statute, even though a 
technical good-faith defense had been made out for the practice. The 
Supreme Court, however, ruled that the present statute does not give 
the Commission such authority, but that good faith is controlling and 
paramount above all else. 

We do not think that good faith should be controlling and para- 
mount above all else. We are pleased to note that in its adverse 
report submitted on S. 719 the Federal Trade Commission shares our 
view. We know of no other statute, past or present, in which good 
faith licenses a person to violate the prohibitions of the law with 
impunity and without interference. The controlling consideration 
must be the actual effect on competition, not the question of good 
faith. 

It would appear to us that too much of the current discussion of 
price discrimination is taking place without the benefit of any historical 
perspective concerning the origins of the law against discrimination. 

The policy of preventing injurious price discrimination dates back to 
the Interstate Commerce Act, enacted in 1887. In that act, railroads 
were prohibited from continuing what had become a widespread 
practice of giving special rebates to favored shippers, thus enabling 
them to undersell their competitors and obtain a monopoly. 

In the industrial economy the creation of the giant trusts during the 
1893-1907 consolidation movement was immensely facilitated by the 
use which the larger financial powers made of price discrimination. 
Price discrimination was used to force independents into selling out 
to the trusts. Price discrimination was also used to keep the remain- 
ing independents ‘‘in line.”’ It is probably safe to say that price 
discrimination was the principal weapon used by the trusts in both 
creating and maintaining their power 

Pe haps the most conspicuous example of the use of price discrimi- 
nation for these purposes is afforded by the old Standard Oil trust. 
In its decision in 1911 dissolving the trust, the Supreme Court found 
that— 
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competition in the sale of petroleum products * * * has been entirely 
eliminated and destroyed— 


by, among other things— 


rebates, preferences, and other discriminatory practices in favor of the combina- 
tion by railroad companies * * * local price cutting at the points where 
necessary to suppress competition. * * *2 

An illustration of the trust’s discriminatory practices is provided by 
the formation of the notorious South Improvement Co., under which 
Standard Oil was to receive preferential rates on oil shipments from 
five railroads, which gave it a virtual monopoly of the business of 
refining and shipping to the seaboard. In return, it was to act as 
“evener’ between the railroads and assure each a stipulated share 
of the combined traffic at remunerative rates. Not only was it to 
receive rebates on its own shipments, but it was to receive rebates 
on those of other shippers. Although never actually put into effect, 
this proposed arrangement so frightened other producers that many 
of them quickly sold out to the trust. In a short period during 1872, 
Standard Oil increased its refining capacity sevenfold.’ 

The disclosure of these vicious practices in the trials of the Standard 
Oil and American Tobacco Co. trusts shocked the public into demand- 
ing congressional action to curb the abuses of power. Feeling that 
it was preferable to try to prevent the creation of trusts in the first 
instance, rather than endeavoring to unscramble them after they 
had been formed, Congress, in passing the Federal Trade Commission 
and Clayton Acts, struck at the principal practices used by the 
trusts in gaining power. In its report accompanying the Clayton 
Act, the Senate Judiciary Committee said: 

Broadly stated, the bill, in its treatment of unlawful restraints and monopolies, 
seeks to prohibit and make unlawful certain trade practices which, as a rule, 
singly and in themselves, are not covered by the Act of July 2, 1890 [the Sherman 
Act] or other existing antitrust acts and thus, by making these practices illegal, 
to arrest the creation of trusts, conspiracies and monopolies in their incipiency 
and before consummation.‘ 

Among the practices which Congress specifically legislated against 
in the Clayton Act was price discrimination. In section 2 of the act, 
price discrimination was forbidden where the effect ‘‘may be to 
substantially lessen competition or tend to create a monopoly in any 
line of commerce.” 

Unfortunately, however, Congress attached to this prohibition what 
has become known as the good-faith proviso, namely— 
that nothing herein contained shall prevent discrimination in price * * * in 
the same or different communities made in good faith to meet competition. 


This proviso had the practical effect of nullifying the law. When 
charged with violating its provisions, firms had little difficulty in 
proving that they were merely meeting competition ‘‘in good faith.”’ 
Thus. for all practical purposes, corporations were as free to use price 
discriminations to destroy competition as in the days of the old 
Standard Oil trust. 
During the twenties, destruction of small business was particularly 

serious ip retail trade, with chain stores eliminating their independent 

2 221 U. 8. 42, 43. 

3 Cf. Henry R. Seager and Charles A. Gulick, Jr., Trust and Corporation Problems, Harper & Bros., 
1929, pp. 96-104. 


‘Senate Committee on the Judiciary, S. Rept. No. 695, 63d Cong., 2d sess., July 22, 1914, to accompany 
H. R. 15657, p. 1. 
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rivals by the thousands. In a comprehensive investigation, the 
Federal Trade Commission found that the chain stores had persistently 
sought out and demanded special price considerations and had cut 
prices in localities where competition was strong, absorbing their 
losses through high prices in localities where competition was weak. 

As the law stood, however, the Commission felt that little could be 
done to stop the discriminations, stating: 

The reason is that the Clayton Act itself specifically permits price discrimination 
“in the same or different communities made in good faith to meet competition.” 
The Commission has no evidence which would establish that price discrimination 
by chain stores has not been in good faith to meet competition and there is good 
ground to conclude that in many cases it has been for that purpose.5 

As a solution to the problem, the Commission recommended that 
the “good faith’? defense be eliminated altogether. The Congress, 
however, did not wish to go that far. It is the Commission’s view, 
and it is our view, that what the Congress did do, in enacting the 
Robinson-Patman amendment to the Clayton Act, was to adopt a 
position between the extremes—the extremes, on the one hand of 
good faith being a complete defense, and on the other, of good taith 
being eliminated altogether. According to this view, good faith 
became a procedural defense which could be used to rebut a prima 
facie case of price discrimination. As recently as 1947, this view 
apparently was also shared by the Supreme Court, for in the Cement 
decision the Court stated: 

Section 2 (b) [of the Clayton Act, as amended] provides that proof of dis- 
crimination in price (selling the same kind of goods cheaper to one purchaser 
than to another), makes out a prima facie case of violation, but permits the 
seller to rebut the prima facie case thus made by showing that his lower price 
* %* * was made in good faith to meet an equally low price of a competi- 


tor. * *. 976 

Less than 3 years later, however, the Court, on January 8, 1951, 
decided in the Standard Oil of Indiana case that in ¢ enacting the 
Robinson-Patman Act Congress did not limit the good faith proviso; 
that it is just as complete as it was under section 2 of the old Clayton 
Act. 

This raises the question as to why the Seventy-fourth Congress 
bothered to pass the Robinson-Patman Act at all. If the Court’s 
interpretation of the good-faith defense in the Standard Oil decision 
is correct, all that was accomplished in enacting that law, aside from 
adding a number of minor provisions, was to change the term “meeting 
competition” to “meeting the equally low price of a competitor.”’ 
If this is all that was accomplished, the Seventy-fourth Congress 
labored and brought forth a mouse. The chain-store investigation 
and other reports of the Federal Trade Commission, the extensive 
hearings and committee reports, the legislative debates, and the acts 
themselves have all gone for nought. We are now back where we 
started 38 years ago. 

This turn of events, which now finds us without an effective law 
against price discrimination, will, in our opinion, result in serious 
injury to small business and competition. We agree with the Federal 
Trade Commission’s view that price discrimination tends to promote 
monopoly. In its report on the present bill the Commission states: 

5S. Doc. No. 4, Final Report of the Federal Trade Commission on Chain Store Investigation, December 


14, 1934, 74th Cong., Ist sess., p. 51. 
6 Federal Trade Commission vy. Cement Institute (333 U.S. 683, 721-722 
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Discriminatory selling has long been recognized as a practice which works to 
the advantage of big business and toward the destruction of small business. 
Discriminatory selling has thus long been recognized as a practice which works 
in two ways toward the creation of monopoly. First, discriminatory selling is a 
practice by which large sellers destroy smaller competing sellers. This is true 
whether or not the large seller intends any injury to his smaller rivals. Second, 
discriminatory selling results in advantageous purchase terms to big buyers and 
in disadvantageous purchase terms to the small buyer. Discriminations in favor 
of the large buyer are, moreover, typically in excess of any savings in the seller’s 
costs of supplying the large buyers as compared to his costs of supplying other 
buyers. 

The line of reasoning has recently been advanced that price discrim- 
ination, while perhaps destructive of competition among buyers, 
promotes competition among sellers.’ The Commission disagrees 
with this point of view, stating: 

We do not believe that discriminatory selling is any less a force for destroying 
competition among sellers than it is for destroying competition among buyers. 

Similarly, the argument is frequently advanced that discriminatory 
prices, in order to injure competition, must be below those of a com- 
petitor. On this point the Commission in its accompanying report 
states: 

Nor do we believe that discriminations which merely meet the price of a com- 


petitor are much less a force for destroying competition than are discriminations 
which undercut the price of a competitor. 


The view that discriminations which merely meet competitors’ 
prices can be injurious to competition was also shared by the Senate 
Judiciary Committee in its report on the Robinson-Patman bill: 

The weakness of present section 2 lies principally in the fact that: (1) it 
places no limit upon differentials permissible on account of differences in quantity ; 
and (2) it permits discriminations to meet competition, and thus tends to substitute 
the remedies of retaliation for those of law, with destructive consequences to the 
central object of the bill. Liberty to meet competition which can be met only by 
price cuts at the expense of customers elsewhere, is in its unmasked effect the 
liberty to destroy competition by selling locally below cost, a weapon progressively 
the more destructive in the hands of the more powerful, and most deadly to the 
competitor of limited resources, whatever his merit and efficiency.’ 

The Commission’s position on both of these points—that price 
discrimination creates injury among sellers as well as buyers and that 
discriminations which merely meet competitors’ prices can injure 
competition—is illustrated by the evidence which it submitted in its 
report on the wholesale baking industry, dated August 7, 1946. This 
report, which summarized an exhaustive study of the effects of price 
discriminations in that industry, shows numerous instances where 
large city bakers, operating delivery routes in surrounding towns, 
discriminated from town to town to meet the prices of local bakers. 
Prices thus varied by as much as several cents per loaf from one town 
to the next on the same delivery route, and it was not unusual to find 
that the price charged in distant communities was lower than in the 
city where the bread was made, perhaps several hundred miles away. 

The report also describes the effects which such discriminatory 
“meeting’’ of prices had upon the local bakers. In many instances 
the effect was to drive them out of business altogether. In other 





7 Standard Oil Co. vy. Federal Trade Commission (340 U.S. 231, 249-250). 
&S. Rept. No. 1502, To Amend Antitrust Act, January 16, 1936, 74th Cong., 2d sess., p. 7. [Italics added.] 
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instances the result was to reduce them from a substantial business to 
a struggling handicraft operation, serving only their local neighbor- 
hoods. Moreover, after the local bakers had been destroyed or 
crippled, the price was frequently raised above the levels prevailing 
before the discriminatory invasion had taken place. 

Excerpts from the findings of the Commission for two typical mar- 
keting areas, Chicago and South Bend, illustrate its general conclusions 
and are presented below. In analyzing these examples, it must be 
remembered that in the bread industry price changes are frequently 
made by changes in the weight of a loaf. 


Variations in bread prices in the Chicago marketing area.—In the Chicago 
market the 20-ounce loaf was the predominant or best-selling loaf of white pan 
bread. When the Commission made a survey of this market in March 1943, the 
20-ounce loaf was selling at 844 cents wholesale and 10 cents retail. This same 
loaf was sold by Chicago bakeries in nearby territories at prices varying from 8 to 
9% cents per loaf (p. 88). 

* * * * * * * 


Larger bakers producing nationally advertised products, in addition to operat- 
ing numerous routes out of their own plants, maintain substations or depots out 
of which they operate delivery routes covering their market territory (p. 90). 

* * ~*~ * * * * 


One of the routes operating out of Kankakee sold customers at Donovan, 
Iroquois, and Sheldon, Ill., and Kentland, Ind., its 20-ounce loaf of white pan 
home bread at 9 cents wholesale. Proceeding to Brook and Foresman, Ind., the 
next stop, the price dropped to 8 cents wholesale. At Goodland, Ind., the next 
stop, the price of the 20-ounce loaf was returned to 9 cents and further on, at 
Remington, Wolcott, and Seafield, Ind., the price again became 8 cents wholesale. 
Continuing about 5 miles to the next town, Reynolds, Ind., the price of the 20- 
ounce loaf was again returned to 9 cents, which also applied to the last three 
towns served, Smithson, Chalmers, and Brookstone. 

The supervisor for this route reported that in the first four towns served, prices 
were set to meet competition north of their territory and that the rest of the 
towns were either in competition with bakeries coming up from the south or local 
bakeries. However, he insisted that their prices were the same as their competitors’ 
in each town. In the first four towns served by this route out of Kankakee, and 
in Goodland, Ind., the wholesale price of 9 cents for a 20-ounce loaf was the uni- 
form price for all bakeries serving these towns (pp. 90-91). [Italies added.} 

* * * * * * “k 

Prior to 1941, Remington, Ind., was served by locally owned and operated 
bakeries located at Rensselaer, Lafayette, and Monticello, Ind. All of these bak- 
eries were eliminated from the town of Remington because of the 8-cent price of 
the 20-ounce loaf quoted by the Chicago bakery operating its route from its 
Kankakee depot. It is impossible to understand how this Chicago bakery can 
ship bread to its Kankakee depot and deliver it by local truck at a point over 100 
miles distant from Chicago and sell it at a price one-half cent below the Chicago 
price for the same size and quality loaf. 

At Brook, Ind., in the fall of 1941, a Chicago bakery serving this town raised 
the wholesale price of its 20-ounce loaf from 8 cents to 9 cents, the retail price 
being increased from 10 cents to 11 cents. The local bakery continued to sell its 
20-ounce loaf at the regular 8-cent price with the result that its sales volume 
increased so that after a period of 6 weeks, the Chicago bakery reduced its price 
back to 8 cents wholesale (pp. 91-92). [Italics added.]} 

Bread prices in South Bend, Ind.—The practice of selling bread of like grade and 
quality and of a definite weight at different prices on the same route, probably 
had its origin in this market (p. 105). 

* * * * * . * 

Large Chicago bakers transport their bread from their Chicago plants to South 
Bend in trailer trucks and redistribute from depots by route trucks to points in 
Michigan and Indiana (p. 106). 

* * * * * * * 

At La Porte, Ind., there is a long-established independent bakery which forta 

number of years had been the price leader in the La Porte County market. The 
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large bakers, upon entering this market, lowered their prices to conform with prices 
set by the local bakery. 


* * * * * * * 


Outside of La Porte County, the price of the 20-ounce loaf again became 9 
cents until the route reached Knox, Ind., where the price was again reduced to 8 
cents to meet the price of a small local baker. This local baker had operated as 
many as four routes within a radius of 40 to 50 miles of Knox but by 1943 he had 
been forced to discontinue all of these but the route serving Knox and surrounding 
areas of Toto and North Judson. This baker stated he had been selling the 20- 
ounce loaf at 8 cents wholesale for 3 or more years prior to 1943 (pp. 106-107). 


{Italics added.] 

In summary, we are in disagreement with the sponsors of S. 719 
both as to the purpose of the “Robinson-Patman Act and as to the 
economic effects of price discrimination. Rather than nullifying the 
Robinson-Patman Act through this awkward, round-about procedure 
of putting into statutory law a decision of the Supreme Court, we 
believe that the sponsors would be much more forthright if they 
were simply to recommend the outright repeal of the Robinson- 
Patman Act. We would welcome a debate on that basis. As it is, 
however, the sponsors apparently wish to keep the form of the 
Robinson-Patman Act but not its substance. We see no point in 
trying to preserve an empty shell. It is not fitting or proper that 
the statute books should contain an act which Congress, itself, makes 
into a nullity. If the sponsors wish to go back to the unrestricted 
price discrimination in the days of the old Clayton Act, and indeed, 
in the days of the old Standard Oil trust, that is their right. But 
they should present the issue on that basis and not on the basis of 
the alleged necessity of enacting judicial legislation into statutory 
law. 

We ask the sponsors to step from behind the robes of the Supreme 
Court and assume, themselves, the responsibility for what they 
intend to accomplish. 


(3) DIFFERENCES BETWEEN S&S. 719 AND THE SUPREME COURT'S DECI- 
SIONS IN THE STANDARD OIL CASE 


The sponsors of S. 719 have stated that the purpose of the bill is 
merely to confirm the ruling of the Supreme Court in the Standard 
Oil decision. Apparently, it is now considered necessary to enact 
new legislation confirming each decision of the Supreme Court in 
which a large corporation wins a legal victory over the antitrust laws. 

We think, however, that the Court made an error in the Standard 
Oil decision. If the sponsors of this bill believe that it merely con- 
firms the Court’s decision, they, too, must think that the Court made 
anerror. Obviously, if there is no error which the Court must correct, 
there is no reason for cementing this ruling into ‘permanent law.” 
The majority report has more than tacitly acknowledged this error. 
Indeed, the opening sentence of the majority’s statement reads: 

The primary purpose of this bill ts to conform statutory law to the interpretation 
of section 2 of the Clayton Act * * * recently enunicated by the Supreme 
Court in Standard Oil Co. v. Federal Trade Commission (340 U.S. 231 (1951)).® 

We have no objection, as such, to post facto legislation which would 
“conform statutory law’’ with the economic preferences of the Supreme 
Court—provided that upon reconsideration of the matter Congress 


* Report No. 293, p. 1, 82d Cong., Ist sess. 
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decides that the Court’s economic theories are the wiser. But we 
do not agree that the Supreme Court’s theory of discriminatory 
pricing is correct. At least it appears to be at considerable variance 
with the views of public bodies which have had the opportunity for 
more thorough study of the problem, such as the Federal Trade 
Commission and the Senate and House committees which drafted the 
Clayton Act and the Robinson-Patman Act. 

Actually, however, S. 719 does more than “conform statutory 
law’ to the Standard Oil decision. In the first place, it would invert 
the principle of all previous law with reference to the good-faith 
defense. And in the second place, it would shift the burden of proof 
in questions of good faith. 

As the Federal Trade Commission has pointed out in its report S. 
719 undertakes “to define one aspect of the term ‘good faith’.”’ 
Specifically, the bill seeks to write into law certain dicta in the 
Standard Oil decision to the effect that a seller has a right to dis- 
criminate to meet the lawful price of a competitor. Conversely, the 
bill would not permit the seller to discriminate to meet the lower 
price of a competitor if a seller “knew or should have known that the 
lower price or more extensive services or facilities which he met were 
in fact unlawful.”’ This is a reversal of the principle of all previous 
law. It would thus create a law which honors the breach and con- 
demns the observance. 

In no previous statute has the prohibited conduct or method— 
which is the central object of the law—been excused on the ground 
that the method is used to attack others who are behaving in a lawful 
manner. On the contrary, the only normal ground upon which resort 
to a prohibited method may be justified is that it has been used in 
self-defense against an unlawful attack. Thus, in the criminal law, 
a person may not use a deadly weapon to attack others, but he may 
justify the use of such a weapon by showing that its use was in self- 
defense against attack with a like weapon. 

The net result of this proviso would be to create a law which pro- 
hibits a harmful practice—discriminatory selling—and at the same 
time licenses the seller to ignore this prohibition wherever he finds that 
a competitor is observing them. On the other hand it would deny 
to the competitor who is attacked under this license any right to use 
the prohibited method in self-defense. 

If competition is to be encouraged, lawful price attacks must be 
encouraged. But lawful, i. e., nondiscriminatory, price reductions 
cannot be encouraged by a statute which permits those attacked by 
lawful means to retaliate with unlawful means. Good faith viola- 
tions of the law make sense only if they are violations committed in 
self-defense against an unlawful price attack. Consequently, if the 
good faith proviso is to have any logical meaning, it must permit a 
seller to engage in discriminatory selling in self-defense against a 
discriminatory attack—at least until the law-enforcement agency can 
arrive on the scene and stop the unlawful attack. 

This established principle of law concerning self-defense appears to 
have been what a number of Members of Congress had in mind when 
they drafted the Robinson-Patman Act. The report of the House 
conferees on the Robinson-Patman bill gave an explanation of the 
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good-faith defense bearing upon this very point.’ This explanation 
included a discussion of how the facts of a particular case must—as 
they do in the criminal law—determine whether or not the weapons 
chosen in defense are justified by the weapons used in attack. Pre- 
sumably, defense with a deadly weapon would not be justified if the 
weapon used in attack, although unlawful, were capable of inflicting 
only minor pain. Presumably also, continuing reprisals, or counter- 
attacks, with unlawful weapons would not be justified as a ‘‘good 
faith’’ defense when continued long after the unlawful attack had 
subsided. 

This report also drew a distinction between what a person may do 
to defend himself against unlawful attack, on the one hand, and what 
he may do by way of emulating the unlawful conduct of another for 
purposes of self-aggrandizement. To offer a further analogy, a person 
might justify the use of otherwise unlawful methods against an 
intruder bent on burglarizing his house—to the extent that the circum- 
stances of the case justified the methods chosen—but he would not 
be authorized to burglarize a third party’s house, merely because a 
second party had done so. 

The majority report on S. 719 refers on several occasions to the 
Supreme Court’s decision in Federal Trade Commission v. A. E. 
Staley Mfg. Co. (324 U.S. 746), as suggesting the origins of some of the 
— which the bill adopts. There is nothing in that opinion, 

owever, which suggests that the competitive situation in that case 
involved any question of price attack or self-defense between com- 
petitors. On the contrary, the Court’s description of the business 
practices at issue suggests a singular absence of price competition of 
any kind, The Court spoke of Staley’s adoption of the pricing system 
of its rival, Corn Products Refining Co., ‘as a means of securing the 
benefits of a like unlawful system maintained by his competitors.” 
In its lengthy description and judgment of the discriminatory methods 
practiced by Staley and its rival, the Court condemned these methods, 
not ou the ground that they were methods for attacking each other 
but methods for attacking the general public—for obtaining higher 
prices. For example, the Court said of Staley: 

By adopting the price system of their competitors, respondents have sueceeded 
in many. instances in establishing an artificially high price and have thus secured 
the benefits of the high price levels * * * (Staley, 324 U. S. 746, 756, 757). 

Under these circumstances the Court was indisputably correct in 
stating that the congressional purpose of the Robinson-Patman Act 
was “not to sanction by section 2 (b) the excuse that the person 
charged with a violation of the law was merely adopting a similarly 
unlawful practice of another.’’ Of course one violation does not 
always justify another. It does not follow, however, that we should 

10 “In connection with the above rule as to burden of proof, it is also provided that a seller may show that 
his lower price was made in good faith to meet an equally low price of a competitor. * * * It is to be 
noted, however, that this does not set up the meeting of competition as an absolute bar to a charge of dis- 
crimination under the bill. It merely permits it to be shown in evidence. This provision is entirely pro- 
cedural. It does not determine substantive rights, liabilities, and duties. They are fixed in the other 
provisions of the bill. Jt leaves it a question of fact to be determined in each case, whether the competition to be 
met was such as to justify the discrimination given, as one lying within the limitations laid down hy the bill, and 
whether the way in which the competition was met lies within the latitude allowed by those limitations. 

“This procedural provision cannot be construed as a carte blanche exemption to violate the bill so long as 
a competitor can be shown to have violated it first, nor so long as that competitor cannot be met without 
the use of oppressive diseriminations in violation of the obvious intent of the bill. * * * One violation 
of law cannot be permitted to justify another. Asin any case of self-defense, while the attack against which the 


defense is claimed may be shown in evidence, its competence as a bar depends also upon whether it was a legal 
or illegal atiack.’’ (Congressional Record, June 15, 1936, p. 9418 [Italies added 
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write into the statute a rule to the effect that one violation of law may 
never justify another, ‘‘if the seller knew or should have known that 
the price being met was unlawful.”’ And, more particularly, it does 
not follow that we should write into the statute a converse rule to the 
effect that the absence of a violation on the part of one seller shall 
justify a violation on the part of another seller. 

It has been said that dicta in the Standard Oil opinion must be 
interpreted as already reversing the good-faith rule of self-defense 
against unlawful attack, and that S. 719 does nothing new in this 
respect. At least one distinguished jurist has not so interpreted 
these dicta. 

In February of this year the United States District Court for the 
Northern District of Illinois, Eastern Division, had before it a private 
suit under section 2 of the Clayton Act in the matter of Dean Milk 
Co. v. American Processing and Sales Co., Inc., et al. (See Commerce 
Clearing House, Inc., Trade Regulation Reports, pars. 62,777.) The 
plaintiff alleged that certain of its competitors in the milk business 
had been discriminating in violation of section 2 by granting secret 
rebates to three chain stores—A. & P., National Tea Co., and Jewell 
Tea Co." Judge Igoe held, as did the Supreme Court in the Staley 
case, that an unlawful course of conduct cannot in all instances justify 
similar violations by a competitor. And he also held—with the 
Standard Oil decision before him—that the plaintiff had a right to 
self-defense against his competitor’s unlawful discriminations. More- 
over, it must have been clear that the plaintiff “knew or should have 
known” that his competitor’s prices were unlawful, since he brought 
suit alleging that they were so. Judge Igoe, who wrote the opinion 
of the court, said: 

As to section 2 (b): If a defendant gives a lower price so that he is guilty of a 
disecimination in violation of section 2, the plaintiff has a right of self-defense 
under section 2 (b) to meet the lower price, even though he thereby discriminates 
against his other customers. The recent opinion of the Supreme Court in the Stand- 
ard Oilcase * * *, in several places uses the word “lawful” in referring to the 
act against which the self-defense is directed. Plaintiff argues that it might well 
be held that an unlawful course of conduct cannot in all instances justify similar 
violations by a competitor, thus nullifying the law and creating a condition of 
anarchy. There is, in my opinion, much force in this argument. Moreover, it 
seems to me that even if a plaintiff can in self-defense meet discrimination with 
discrimination (even though he the-eby harms his other customers who are ‘n 
competition with the recipient of the lower price), yet the plaintiff is not com- 
pelled to engage in that conduct as a condition to availing himself of his re nedy 
in the courts. 

We agree with Judge Igoe that the Supreme Court’s ruling should 
not deny a business firm the opportunity of justifying discriminations 
made in self-defense against attack. And we think this bill is wrong 
in denying that opportunity. And more particularly, we think the 
bill is wrong in providing an automatic justification for discriminatory 
selling when used to attack competitors who are not discriminating. 
Obviously, neither Judge Igoe nor any other jurist would be able to 
render such a decision if S. 719 were enacted. The right to discrim- 
inate in self-defense, no matter how reasonable or logical, would be 
denied by the explicit language of the law. Hence, the practical 


1! It so happens that the discriminations at issue were alleced to be part of an unlawful arrangement 
for fixing retail prices of milk and for allocating customers. But this should not be confused with the issue 
on which the ruling was made; the ruling was made upon the separate issue of discriminatory selling under 


sec. 2 of the Clayton Act, as amended, 
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effect of this bill would be to license the large corporation to destroy 
its small competitors by discriminatory attacks; and at the same time 
to deny the small competitors the right of self-defense against such 
attacks. 

In its report on S. 719 9, the Federal Trade Commission points out a 
second way in which 8. 7 719 departs from the Supreme Court’s decision 
in the Standard Oil case. The bill shifts the burden of proof in legal 
proceedings. The company charged with a violation of law would no 
longer have the burden of producing facts to show good faith, but the 
Commission would have the burden of producing facts to show bad 
faith—an extremely difficult undertaking. The Commission states: 

The bill, however, might be construed as shifting the burden of proof in certain 
respects from the respondent to the Commission in cases involving the good-faith 
defense. If this construction is correct, the bill goes beyond the decision of the 
Supreme Court. 

Again, referring to the proviso of the bill which shifts the burden 
of proof, the Commission says 

This proviso may well be argued as shifting to the Commission part of the bur- 
den of showing lack of justification, a shift which would not be desirable from 
the standpoint of effective enforcement of the statute. We recommend that the 
proviso be deleted. 

The Commission’s statement that S. 719 would shift “‘part’’ of the 
burden of proof appears to be an understatement, for we fail to see 
where there would be left upon the violator any part of the burden 
of showing good-faith justification. Hence we believe that S. 719 
would create a law which would be unique in still another respect. 
We know of no other law which makes it possible for a violator to 
come into court under the presumption that his violations are justified. 


SUMMARY AND RECOMMENDATION 


To summarize: In confirming and in fact going beyond the Stand- 
ard Oil decision, S. 719 does three things: First, it makes good faith 
a complete immunization to a cease and desist order which would 
terminate a discriminatory selling practice. This is true no matter 
what the practical consequences of the practice may be. Second, it 
shifts from the firm charged with a violation of law the burden of 
showing good faith; and it places upon the Commission the burden 
of showing bad faith. And finally, the bill defines “good faith” in 
such a way as to automatically justify violations committed to attack 
competitors who are not violating the law. In its effects, therefore, 
this bill would repeal the law against discriminatory selling and sub- 
stitute in its place a law against bad faith. Having done this, it 
would place upon the Commission the burden of proving bad faith. 
But then it would write into law such an inverted definition of bad 
faith that the Commission could not stop predatory attack, but only 
self-defense against such attacks. 

The whole purpose of the law against discriminatory selling is to 
preserve the competitive system and to increase competition. Spe- 
cifically, the law against discriminatory selling is designed to prevent 
the large business firm from using its sheer financial power to intimi- 
date or crush its smaller competitors. It is designed to prevent big 
sellers from crushing smaller competing sellers, and it is designed to 
prevent the big buyer from demanding and taking its supplies on 
unequal terms with small competing ‘buyers and then using this 
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advantage to squeeze out its smaller competitors. In short, the 
purpose of the law against discriminatory selling is to keep the door 
of opportunity open so that all who care to risk commercial venture 
may enter with the knowledge that the most efficient—and not 
necessarily the most powerful—will win out. A necessary collateral 
purpose is to give free reign to the normal competitive urge which 
the more efficient have for reducing prices and taking business away 
from the less efficient, and to the competitive necessity which the less 
efficient have for reducing prices to stay in business. Neither purpose 
could be accomplished if “there were no restraints upon discriminatory 
selling, since the inevitable result of discriminatory selling is that the 
big firm—no matter how inefficient—destroys either the incentive or 
the ability of its smaller competitor to reduce prices. The small 
firms are themselves destroyed or all live on the basis of a status quo 
division of the market under the umbrella of high prices. 

As we have already pointed out, this is a time when smaller business 
firms are suffering severe inequalities created by their Government. 
These inequalities are threatening the very existence of large numbers 
of small businesses. 

We do not believe that big business actually needs, in addition to 
all its other advantages, an effective repeal of the law against dis- 
criminatory selling. We believe that big business is fully able to 
compete on the basis of efficiency and to survive the competitive 
struggle with its small competitors. There is no just excuse for 
giving big business the added privilege of using its aggregations of 
financial power to destroy its smaller competitors. 

The amendment to S. 719 which has been suggested by the Federal 
Trade Commission meets our objections to the bill. This suggested 
amendment will authorize the Commission to issue a cease and desist 
order against a discriminatory practice where the Commission has 
shown that the effects of the particular practice, if continued, may be 
substantially to lessen competition or tend to create a monopoly. 
The Commission’s suggested amendment will, moreover, leave the 
burden of proof in questions of good faith as it is under prese nt law, 
and it will leave the definition of good faith open to judicial construc- 
tion in accordance with established principles of law. 

Accordingly, we recommend that S. 719 be so amended as to adopt 
the language which has been suggested by the Federal Trade Commis- 
sion, and that so amended, the bill be passed. The language which 
has been suggested by the Federal Trade Commission is as follows: 

(b) Upon proof being made, at any hearing on a complaint under this section, 
that there has been discrimination in price or services or facilities furnished, the 
burden of rebutting the prima-facie case thus made by showing justification shall 
be upon the person charged with a violation of this section, and unless justifica- 
tion shall be affirmatively shown, the Commission is authorized to issue an order 
terminating the discrimination: Provided, however, That unless the effect of the dis- 
crimination may be subs‘antially to lessen competition or tend to create a monopoly 
in any line of commerce, it shall be a complete defense for a seller to show that his 
lower price or the furnishing of services or facilities to any purchaser or purchasers 
was made in good faith to meet an equally low price of a competitor, or the services 
or facilities furnished by a competitor. 

Estes Keravuver. 
WarreEN G. Maanvson. 
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Last Session No. 294 


MAKING AN EMERGENCY APPROPRIATION FOR THE 
FISCAL YEAR 1951 


APRIL 23 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McKe .ar, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. J. Res. 238] 


The Committee on Appropriations, to whom was referred House 
Joint Resolution 238, making an emergency appropriation for ex- 
penses of defense production, reports the same to the Senate without 
amendment and recommends that the resolution be passed. 

The third supplemental appropriation bill, 1951, H. R. 3587, as 
passed by the House, which is now pending in the Senate Appropria- 
tions Committee, and on which the committee is holding hearings, 
carries $33,029,000 for expenses in carrying out the necessary functions 
under the National Production Act for the last quarter of the fiscal 
year 1951. In view of the late date on which budget estimates were 
submitted to the Congress for this purpose, it has not been possible 
to enact the appropriation in time to meet the needs of the agencies 
concerned. 

Information furnished the committee is to the effect that all avail- 
able resources will be exhausted by April 27. It will be impossible to 
secure final congressional enactment of the third supplemental appro- 
priation bill currently pending in the Senate Committee on Appropria- 
tions before April 27, and the committee, therefore, recommends the 
enactment of House Joint Resolution 238, making an appropriation 
of $10,000,000 to meet this emergency need. 

Under the provisions of House Joint Resolution 238, the $10,000,000 
appropriation will be charged against the appropriation carried in the 
third supplemental appropriation bill when that measure is finally 
enacted into law. 
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AMENDING THE MERCHANT MARINE ACT, 1936, AS AMENDED, 
TO FURTHER PROMOTE THE DEVELOPMENT AND MAINTE- 
NANCE OF THE AMERICAN MERCHANT MARINE 


Apri 24 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


(To accompany S. 241] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 241) to amend the Merchant Marine Act, 1936, 
as amended, to further promote the development and maintenance of 
the American merchant marine, and for other purposes, having con- 
sidered the same, report favorably thereon and recommend that the 
bill do pass. 


PURPOSE OF THE BILL 


The Merchant Marine Act, 1936, as amended, is the cornerstone of 
our national maritime policy. In the 14 years of experience in apply- 
ing the principle of parity to enable our shipbuilders and shipowners 
to compete with their foreign counterparts, the act has proven to be a 
valuable instrument in the growth and development of our merchant 
marine. Our recent experiences in the prewar and postwar periods of 
World War II have clearly demonstrated that the value of the subsidy 
program to the commerce and security far exceeded its out-of-pocket 
cost to the Government. 

It was clearly evident in 1936, as it now is, that because of higher 
American costs for ship construction and operation vis-d-vis foreign 
competitors, we cannot expect to have a merchant fleet under the 
American flag without Government assistance. Our higher standards 
of living, higher wages for the builders of ships and for crews, and 
higher material and other costs, make it improbable that American- 
flag vessels can survive in the essential trade routes against ships 
operated under any of the foreign flags. 

Under the terms of the 1936 act, parity is achieved by the payment 
of a construction differential subsidy (title V) to the shipbuilder and 
of an operating differential subsidy (title V1) to the ship operator. 
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Subsidies are payable only for vessels engaged in an essential foreign- 
trade route, line, or service. Vessels in the domestic trades are not 
paid subsidies. If an operator accepts a subsidy he is bound by 
restrictions imposed by the requirement of providing regularity of 
service on an essential route. The grant of subsidies, while insuring 
the continuation of our ships in the foreign trades, supplying regular 
services to our shippers, and having them available for the national 
security, does not insure a profit to the operator, in fact, the act 
provides for full recapture of the subsidy if the operator’s profit 
exceeds a specified amount. 

In addition, titles V and VI of the act contained provisions for 
(a) the construction by the Government of new vessels and the sale 
thereof to private operators, (b) the establishing of reserves to provide 
funds for the construction and replacement of ships, (c) the trade-in 
to the Government of obsolete vessels on new ones, and (d) financing 
the construction and purchase of vessels. These additional benefits, 
in varying degrees, are available to operators engaged in both the 
domestic and foreign trades. Although, on occasions, the agency 
formerly charged with administration of the act has been sharply 
criticized, the act’s basic concepts have not been successfully chal- 
lenged. 

While from a competitive standpoint our present merchant cargo 
fleet is in a fair position, foreign construction of new, more efficient 
higher speed tonnage is once again tending to make the fleet obsolete. 
Further, the greater bulk of our foreign and domestic fleet is composed 
of war-built ships purchased under the Ship Sales Act, 1946. It is 
becoming old ina block. If we are to avoid prior mistakes of allowing 
our fleet to again become obsolete, an orderly replacement program 
must be worked out. The instant legislation is designed to provide the 
means to encourage and facilitate a shipbuilding and ship-operating 
program that will insure the continuance of an efficient merchant 
marine in full keeping with the principles enunciated in the preamble 
to the 1936 act. 

Evidence submitted by all segments of the industry shipbuilders 
and shipowners, supported unanimously by the shipbuilding unions 
and by the overwhelming majority of the maritime unions, reflects 
agreement that under present conditions there is little if any chance 
for the private construction of new ships. Excepting for the con- 
struction of vessels for use on the Great Lakes, the only ships now 
being built in the United States for private account are two large 
passenger liners and two tankers for the overseas trade and two 
special-type ships for the domestic trade. One of the passenger liners 
is almost completed. All other construction of merchant-type ships 
is for Government account. In order to fulfill the deficier.cy of high- 
speed cargo vessels capable of out-running the modern submarine, 
Congress recently authorized the construction of 50 cargo merchant- 
type ships. Called the Marriner class, construction of these vessels 
was authorized as an emergency measure. Contracts on 25 of the 
ships have been awarded. It is expected the balance of the contracts 
will soon be placed. The Government is also building three troop 
transports. If we are to have a well-balanced fleet readily available 
for defense in emergencies, it is imperative that, in addition to the 
cargo ships, we immediately build high-speed tankers and the addi- 
tional passenger ships needed to increase our troop-lift capacity. 
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Being assured of long-range equality in competitive conditions with 
foreign operators, U nited States shipping private-risk capital is willing 
to invest in such vessels. It logically, follows that the ae of 
pri ivate capital will materially reduce the cost to the Government, 

. the taxpayer, of giving us a well-balanced defense fleet 

in contrast with this limited shipbuilding program, our foreign 
competitors are rapidly expanding and modernizing their mere chant 
fleets. Building for private account in foreign yards for registry 
under foreign flags, including vessels under construction for the 
account of American owners, is at a high level. A table graphically 
illustrating, as of January 1, 1951, world-wide shipbuilding, according 
to the country of registry and by type, follows: 


World merchant-type vessel construction, Jan. 1, 1951! 


[Ocean-going vessels of 1,000 gross tons and over] 





| 
| Total | Dry-eargo Combination | Tanker 
Country of registry “ye , 
~ Dead- ‘ | Dead- . Yead- 5 | Dead- 
oy weight — weight ——_~ weight |N¥™-| weight 
oad tons sa tons - tons | soa | tons 
oa eed er ae ee ee ee mat a all a 
WHEE PR acted cadatesndessn,s -| 935 | 9,965.6 | 501 | 3,446.4 99 676.5 | 335 | 5,842.7 
Weitbads Beat on. cn secedee-onc ccimnat. Seen 113.4 3 28.5 2 24.6 | 2 | 60.3 
Marshall plan countries:.............| 745 | 7,696.9 405 | 2,747.8 83 575.9 | 257 4,373.2 
Belgium._-_....-.- adie | 1 | 9.7 | 1 Re > eee es ey 7 
Denmark -. ak ¥ or? ee 412.8 18 | 143. 4 l 1.3 15 268.1 
Eire 2] 3.9 2 | 3.9 
France fh : |. 75] 653.6 43 | 259. 0 19 145.8 13 248.8 
Germany... - = anaeane 87 | 403.9 86 | 401.3 1 2.6 
Greece | 10] 65.6] 3] 15.3 5 me}? 2 34.9 
Iceland -| 1 } 1.5 | l 1.5 
Italy. - af: ie SAT. 41. 9) 134. 5 ‘ 65.7 
Netherlands 217.6 | 15] 132.3 6 51.8 2 33.5 
Norway és ae 149 | 1,909.1 | 47] 264.8 | 4 | 4.6 98 1, 639.7 
Portugal 3 aseal 7 | 66.7 |. 5 33.6 2 33. 1 
Sweden +e FS al rT a 16.3 31 03.0 
Switzerland _-__. i a 18.0] 2] 18.0 |_. 
Turkey ; | 2) 12.2 | | 2 12.2 
United Kingdom._._- | 245 | 2, 919. Gi 137) 1,235.1 19 | 150.7 89 1, 543.8 
Argentina. ..-....-- a5 eek is Sr a RR 9 60.1} 8 159.7 
Australia... ..- . | 9 | 69.0 | 9 69.0 pee - vil : 
Brazil. _- Meas 201.4 | ; il 201. 4 
Canada be . -| 3 | 37.4 | : i 3 37.4 
Chile 2 | 20.8 | 2 20.8 
Colombia ; sum all 2) 16.5 | 2 16.5 3 j 
Finland -- a bi aes 28. 4 | 3 | 12.8 1 6 1 15.0 
Israel ion K 2 6.7 | 2) 6.7 
Japan --- ; te: 30 295.0) 26| 223.1 $ 71.9 
Liberia ae 7 164.7} 3] 61.5 ‘ 103. 2 
Now Zealand: .:.3.2.25--4... a 7 30.7 | 6 | 26.9 1 3.8 
Panama - ‘ eaieeeene<t sree 206. 3 | 2 17.0 10 189.3 
Philippines.......-..-- sel 1 | 9.3 | 1 | 9.3 
, ae er : 3 25. 7 | 1 | 2.9 3 22.8 
PS hte nhs ated Yt eee 7} 30.8 | 7) 30.8 
Spain 23 140.9 | 15 | 87.3 3 11.5 5 42.1 
Uruguay 2 16.4 | 2) 16.4 
Venezuela eid acticin 1 7.6 | 1 7.6 
Yugoslavia. ----- 2 18.0 2 18.0 
Unknown. .-.--- on dcaacgeet, bane 609, 8 9 43.5 28 566. 4 
Total ee oe etn .| 183 2, 155. 2 93 670. 1 14 76.0 76 1, 409. 2 





1 Includes vessels on order and under construction in own yards and foreign yards. 

2 Excludes 3 vessels of 31.8 dea iweight tons (37,980 gross tons) building as troop transports, the Independence 
of 11.8 deadweight tons (23,790 gross tons) completed in January 1951 and 25 Marine 
of 312.5 deadweight tons on which contracts were awarded Feb, 7, 1951. 
tion. 


Source: Merchant Shipbuilding in British and Overseas Yards, the Journal of Commerce and Shipping 
Telegraph, Shipbuilding and Engineering Edition No. 22, January 1951; the Shipping World and Ship- 
building and Marine Engineering News, Dec. 31, 1950; the Bulletin 
1951; Files National Federation of American Shipping. 


r class dry-cargo vessels 
Rounding prevents perfect addi- 


, American Bureau of Shipping, January 
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The provisions of this bill hold the best promise of giving shipping 
risk capital the economic atmosphere and confidence to proceed with 
new construction under private auspices, thus strengthening the 
quality and competitive capacify of our merchant marine, shipbuild- 
ing, and allied industries. If the industry in exercise of the good faith 
recited in their testimony take full advantage of the opportunity 
afforded by this legislation, we should expect to see within a reasonable 
time a revival and resurgence of private shipbuilding, with all of the 
attendant benefits it will being to our economy and our security in 
this period of great international tension and uncertainty. 


GENERAL OUTLINE OF THE BILL 


It is believed advisable in presenting an analysis to consolidate 
insofar as practicable the sections dealing with each particular subject 
under its applicable title rather than to outline the bill section by 
section. Where necessary the outline conforms the bill to the provi- 
sions of Reorganization Plan No. 21. 


1, Construction differential subsidy (secs. 501 (a) and (ce), 504 and 905 
(a), Merchant Marine Act, 1946) 

Sections 1, 2, and 4 make citizen applicants, if meeting other eligi- 
bility requirements, eligible for the granting of a construction differen- 
tial subsidy under title V for vessels to be used in foreign trade and 
commerce of the United States, without regard to the existing require- 
ments as to essentiality of service, route, or line to be served by the 
vessel. Subject to the exceptions contained in section 506 of the 1936 
act as to use in domestic trades, sections 1 and 4 also provide that the 


lawful or proper use of a vessel constructed with such aid may not be 
restricted. 


2. Nonrecourse loans on passenger vessels (secs. 503 and 509 Merchant 
Marine Act, 1936) 

Sections 3 and 6 provide that as to passenger vessels delivered after 
enactment of the measure, the balance of the payments due on a 
purchase contract shall be secured by a first preferred mortgage on 
the vessel and that the obligation of the purchaser in case of default 
in payment will be discharged by surrendering the vessel and all rights 
therein to the Government. To obtain the benefits of the non- 
recourse loan provisions, the passenger vessel must be not less than 
7,000 gross tons, have a speed of not less than 16 knots, accommoda- 
tions for not less than 200 passengers, a construction cost of not less 
than $10,000,000, and be approved by the Navy Department. 


8. Purchase and trade-in of obsolete vessels (secs. 507 and 510 (a) and 
(d), Merchant Marine Act, 1936) 

(a) Section 5 extends the provisions of section 507 of the act (now 
applicable only as to vessels engaged in the foreign trade) to include 
vessels engaged in the domestic trades. Section 507 permits the pur- 
chase by the Government of a vessel which has been documented 
under the laws of the United States for a period of 10 years and is 
obsolete or inadequate for operation in such trade and is being replaced 
by a new vessel. 

(b) Section 7 reduces the minimum age from 17 to 12 years in 
determining the eligibility of “obsolete vessels’ for turn-in by the 
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owner to the Government for an allowance of credit to be applied 
upon the purchase of a new vessel. 

(c) Section 8 requires the rate for the use of the traded in “obsolete 
vessel’’ during the construction period of the new vessel be fixed at the 
time the contract for the new vessel is entered into in lieu of the present 
requirement that the allowance of credit be reduced by an amount 
representing the fair value of such use. 


4. Construction reserve funds (secs. 511 (6), (c), (d), (e), (9), (A), and 
(i), Merchant Marine Act, 1936) 


(a) Section 511 (b) of the act now allows citizens to deposit in a 
construction reserve account on a tax-deferred basis, proceeds from 
the sale of vessels and indemnities from the loss of the vessels, with 
the requirement that the funds must be committed or expended within 
certain definite time limits or be subject to tax. 

(b) Sections 9 and 10 of the bill allow the additional deposit in the 
construction reserve fund, on a tax-deferred basis, of earnings from 
the operation of vessels documented under the laws of the United 
States and from services incident thereto. The authorized uses of 
the existing funds and future deposits are extended to make them 
available not only for the construction or acquisition of new vessels, 
as under existing law, but also for the reconstruction and recondition- 
ing of vessels and for the liquidation of purchase-money indebtedness 
(sec. 13). Use of the funds for the reduction of indebtedness held by 
the parent, affiliate, or associate of the mortgagor is not permitted. 
Also, if the funds are used to liquidate a purchase-money indebtedness, 
the shipowner must redeposit out of depreciation an amount equal to 
the amount of the fund used for that purpose (sec. 13). 

(c) Section 11 provides for the adjustment in the tax basis of a 
vessel if the reserve funds are used for reconstructing, reconditioning, 
or in the liquidation of a purchase-money indebtedness. 

In order to prevent the conversion of ordinary income (taxable at 
the present rate of 38 percent) to capital gains (taxable at the present 
rate of 25 percent) and to insure that earnings and receipts de- 
posited in “Section 511 funds” and later withdrawn and expended on 
u vessel for purposes permitted by the amended section 511, are 
taxed at regular income rates (instead of capital gains rates) should 
the vessel in which those earnings and receipts were expended be 
sold or otherwise disposed of, section 11 of the bill specifically pro- 
vides that any gain on such a sale or disposition (except in the case 
of certain tax-free exchanges) shall be treated as short-term to the 
extent that the money expended on the vessel consists of earnings 
and receipts that were originally deposited in the fund free of tax. 
Since short-term gains are taxable at the same rates as ordinary 
come, the conversion of ordinary income to capital gains as a basis 
for computing the tax is prevented. 

(d) Section 12 is a technical amendment to section 511 (e) of the 
act providing a formula for the expenditure, obligation or withdrawal 
of mixed deposits from the reserve funds and is necessary because of the 
provisions (secs. 10 and 11) allowing the deposit of earnings. 

(e) Section 13, in addition to expanding the purposes for which the 
funds may be used, and section 15 of the bill, amend sections 511 (g) 
and 511 (1) of the act with respect to the length of time deposits can 
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be held in the reserve fund without the immediate payment of tax. 
If withdrawn or not committed or expended within the time limit, 
the deposits are subject to tax. The Secretaries of Commerce and 
Treasury jointly are authorized to prescribe the rules and regulations 
under which the funds are to be expended or obligated. As to existing 
deposits the measure requires the shipowner to commit or expend the 
funds within 2 years. In the case of future deposits the limitation 
period is 3 years from the date of deposit. The existing discretionary 
authority of the Secretary of Commerce to extend the time for com- 
mitting or expending the funds for an additional 2 years is continued. 
Section 14 amends the obsolete proviso now contained in section 
511 (h) of the 1936 act and provides that until March 31, 1951, in 
addition to extensions of the period within which existing deposits, as 
to which extensions of time have heretofore been granted, must be 
committed, further extensions may be granted ending not later than 
September 30, 1951. 

(f) Section 15 also eliminates the provisions of section 511 (i) of 
the act levying an additional tax of 1.1 percent on deposits withdrawn 
otherwise than in accomplishment of the permitted objectives of the 
fund. When section 511 was first adopted, Congress levied the 
tax in lieu of the capital stock or declared value excess profit tax. 
Both of the latter taxes have been repealed by Congress with respect 
to the taxable years ending after June 30, 1945. While the instant 
tax was not specifically repealed, the Bureau of Internal Revenue 
ruled it had been impliedly repealed and has not been collecting it. 
Section 14 merely recognizes the situation and clarifies the law. 

(g) Section 16 is a new section and extends the privileges of the 
construction reserve fund provisions to vessels operating on the Great 
Lakes including the St. Lawrence River and Gulf. 

Accelerated amortization 

Section 17 adds a new section, 512, to title V. It permits for the 
purposes of Federal income and excess profit taxes that, any citizen 
of the United States owning a vessel of not less than 2,000 gross tons, 
documented under the laws of the United States and operating without 
an operating differential subsidy, may amortize the cost of the vessel 
in an amount for any taxable year not exceeding 10 percent per annum 
of the adjusted tax basis of the vessel. The owner-ts ixpayer is 
required to reduce any mortgage indebtedness to the United States on 
the vessel ” the extent of the amortization deduction taken for the 
taxable yes Also, in case a vessel constructed with the aid of 
construc i differential subsidy is requisitioned by the Government, 
the tax benefits previously secured by the exercise of accelerated 
amortization must be returned to the Government. 

To insure that the deduction of amortization in excess of ordinary 
depreciation does not have the effect of converting ordinary income 
into capital gains income should the vessel being « amortized be sold 
or seniion disposed of, the section specifically provides that such 
a sale or disposition (except in the case of certain tax-free exchanges) 
shall be treated as short-term gain to the extent that the amortization 
deductions allowed exceed the ordinary depreciation. Such gain 
would be taxed at ordinary income rates rather than at the capital 
gains tax rate. 


RET EE Ve TEE 
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Amendments to title VI of the 1936 act (secs. 606 and 607 (b) and (d), 
Merchant Marine Act, 1936) 

(a) Section 18 and section 20 permit the recomputation of the life 
expectancy of a reconstructed vessel in use under an operating differ- 
ential subsidy and provides the depreciation charges on such vessel 
for the purpose of making deposits in the capital reserve fund of the 
operator may be computed on the redetermined life expectancy instead 
of on a 20-year basis as now required. 

(6) Section 19 of the bill permits a subsidized operator to increase 
deposits in the capital reserve funds on account of regular depreciation 
by additional deposits as depreciation charges on vessels under operat- 
ing subsidy contracts from earnings otherwise available for distribu- 
tion to stockholders, subject to the limitation that the deposits in any 
one year with respect to a given vessel do not exceed 10 percent per 
annum of the cost of the vessel. 

In order that the additional deposits permitted by the section de 
not have the effect of converting ordinary income into capital gains 
income, should the vessel with respect to which these deposits are 
made be sold or otherwise disposed of, the section, in conformity 
with the similar provisions of sections 11 and 17 provides that such 
gains shall be treated as short-term gain to the extent the deposits 
exceed ordinary depreciation. 


7. Salary limitations of subsidized operators 


Section 805 (c) of the 1936 act is amended by section 21 of the bill 
to permit the payment of salaries in excess of the pre sent limitation 
of $25,000 to directors, officers, and employees of subsidized lines, with 
the proviso that for the purposes of determining the Government’s 
rights under the subsidy contracts, the $25,000 limitation shall apply. 


8. Section 22 of the bill conforms the legislation to Reorganization Plan 
No. 21, 1950 


THE HEARINGS AND REPORTS OF GOVERNMENT AGENCIES 


The legislation commonly known as the long-range bill is the product 
of extensive studies and hearings held by the Senate Subcommittee on 
Merchant Marine and Maritime Matters and the House Merchant 
Marine and Fisheries Committee in the Seventy-ninth, Eightieth, and 
Kighty-first Congresses. 

It was introduced in the Senate during the Eighty-first Congress as 
S. 2786 followimg exhaustive hearings by the subcommittee. The 
Senate Interstate and Foreign Commerce Committee on June 8, 1950, 
favorably reported S. 2786 with amendments. H. R. 5346, a counter- 
part bill was favorably reported by the House Merchant Marine and 
Fisheries Committee. Amendments to 5S. 2786 recommended by the 
committes report rerroved many of the objections to the lecislation 
by governmentai agencies. (See S. Rept. No. 1829, S8ist Cong., 2d 
sess.). It was supported by all responsible labor and management 

segments of the shipping and shipbuilding industries 

S. 241 is S. 2786 as amended and reported by the committee in the 
last Congress. In addition to the hearings held on S. 2786, your c om- 
mittee under Senate Resolution 50, Eighty-first Congress, exhaustively 
explored our maritime problems. Hearings were completed in June 
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1950. A report of the study and investigation was submitted to the 
Senate on August 30, 1950. It is Senate Report No. 2494. 

Of necessity any further hearings would cover the same ground and 
include the same witnesses. Your committee does not believe the 
public interest will be served in duplicating the record. 

Representatives of the following organizations testified in favor of 
or submitted statements supporting the legislation. No objections 
were made by any industry or public organizations. 

Shipping and shipbuilding associations: 
National Federation of American Shipping 
Lake Carriers’ Association 
Commitiee for the Promotion of Tramp Shipping 
Pacific American Steamship Association 
Pacific American Tankship Association 
Associaiion of American Shipowners 
Shipbuilders Council of America 
Labor organizations: 
American Federation of Labor 
Invernational Brotherhood of Boilermakers 
Iron Shipbuilders and Helpers of America 
Industrial Union of Marine and Shipbuilding Workers of America, CIO 
CLO Maritime Commitiee 
Independent Union of Fore River Workers 
Public organizations: 
American Legion 
Veterans of Foreign Wars 
American Association of Port Authorities 
Chamber of Commerce of the United Siates 
Mississippi Valley Association 
American Waterways Association 
The Propeller Club of the United States 

In addition, the record and files are replete with resolutions, 
telegrams, and letters supporting the legislation submitted by local 
chambers of commerce, Propeller Clubs, maritime organizations, 
foreign trade groups and port authorities from all major ports along 
the seacoasts of the United States and the Great Lakes. 

In his budget message for 1952, the President (p. M33) recognizes 
again the national need for an adequate American-flag merchant fleet. 
In reviewing the Government-aid provisions of the 1936 act, he con- 
cludes that: 

In fundamental scope and concept, this subsidy program continues to provide 
the most workable means for assuring an adequate base of vessels and shipyards, 
labor and management, for possible future expansion. 

In the message the President further recommends a building pro- 
gram to supplement the existing fleet, and states that the desirable 
level of ship construction for the future is under study. Your com- 
mittee is advised the study, at its request, includes a review of the 
provisions of the instant legislation and that the several executive 
departments concerned will submit recommendations, including views 
regarding the tax provisions of the bill. Your committee understands 
the report is to be forwarded in the near future and will be available 
at the time the bill is considered by the Senate. 


SUMMARY OF REASONS FOR LEGISLATION 


Following the end of World War II, the President appointed a 
committee of outstanding businessmen to review and study the mari- 
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time situation. The members were: K. T. Keller, chairman; Marion 
B. Folsom, vice chairman; Andrew W. Robertson; J. B. Black; and 
E. L. Cochrane. 

The President’s Advisory Committee on the Merchant Marine 
submitted its report and recommendations to the President in Novem- 
ber 1947. The “Summary of recommendations” of the said report is 
set forth in full at pages 169-176 of the hearings held under Senate 
Resolution 50, Eighty-first Congress. It will be noted that this 
measure embodies many of the recommendations made by the Presi- 
dent’s committee. 


A. Extending construction differential subsidies to all vessels in the 
foreign trade 

With full flexibility of operation and not bound by the restrictions 
placed on the subsidized operator of maintaining a regular service on 
an essential route, running vessels whether fully loaded or not, certain 
unsubsidized operators, having acquired desirable vessels under the 
favorable price formula provided by the Merchant Ship Sales Act of 
1946, to date, have been able to maintain competitive foreign services. 
It is to our interest to retain those services if possible, but because of 
the higher cost of American over foreign construction, it is apparent 
that the shipping companies not receiving the operating subsidy must 
be placed in a position to modernize and replace their fleets if they are 
to continue to compete with the lower cost foreign companies. The 
differential between United States costs and the costs of building 
abroad is the same whether or not a vessel is operated on an essential 
trade route. The evidence is clear that in the light of present-day 
conditions, unless the construction differential subsidy provisions are 
extended to apply to all vessels employed in the foreign commerce of 
the United States, we can reasonably expect the unsubsidized segment 
of our fleet to become less and less competitive and perhaps eventually 
to disappear from the seas. In this respect it is well to point out that 
the bill merely provides the formula under which the aid can be 
granted. No provision is made for the appropriation of funds. 
Congress retains full control of the scope and cost of a building program 
and the need therefor. 
B. Nonrecourse loans for passenger vessels 

A well-balanced maritime fleet must include passenger vessels, 
particularly because of the peculiar value of this class of vessel to the 
national security. At the hearings many witnesses including repre- 
sentatives of the Department of Defense, pointed out that the mer- 
chant fleet is deficient in this category of ships, and that the condi- 
tion constitutes a serious security threat. In fact, today’s passenger 
tonnage is only half the capacity of pre-World War II days despite 
the fact the demand for water passenger transportation has not 
abated. The evidence also showed that shipping companies interested 
in purchasing the large, fast, passenger-carrying vessels, especially 
those designed for a particular service, are loathe to do so because the 
successful operation of such ships is dependent in large measure upon 
the continuance of stable economic and political conditions in the are: 
to be served. In the light of unstable world conditions today, the 
shipping companies take the position, with considerable merit, that 
they cannot make the large initial investment required to acquire 

S. Rept. 295, 82-12 
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a passenger ship unless the balance of the purchase liability is limited 
to the security value of the vessel. To insure that the Government, 
in waiving the right to a deficiency judgment, will obtain a usable 
military auxiliary if the operator defaults in payments, the bill pro- 
vides that the passenger vessels must be approved by the Navy 
as desirable for defense purposes, and the ship must be delivered 
to the Government in good order and condition, ordinary wear and 
tear excepted, free of liens and in class, as when acquired by the pur- 
chaser. Prior payments made on the purchase contract by the oper- 
ator are forfeited to the Government. 

In recommending enactment of legislation of this character, the 
President’s Advisory Committee found a deficiency of passenger ves- 
sels and fixed the reasonable postwar program for the construction of 
such ships at 46. Research and investigation by the members of the 
committee reveal no significant change in this analysis of the financial 
aspects of our future passenger vessel program, 

C. Purchase and trade-in of obsolete vessels 

If we are to solve the problem of block obsolescence previously re- 
ferred to in this report, greater flexibility must be provided with respect 
to the age factor in determining whether or not a vessel is obsolete. 
This is accomplished in the bill (sec. 5) by extending the provisions of 
section 507 of the 1936 act to include domestic vessels. The extension 
of this section should be of assistance to the coastwise and intercoastal 
operators, am important group which, because its services were com- 
pletely disrupted as a result of the war, is having difficulty in re- 
establishing and regaining its prewar position in our merchant marine. 
Our national interest dictates that we do everything to encourage the 
resumption of these trades. 

Section 510 of the 1936 act prescribes the conditions governing the 
trade-in to the Government of a vessel which is obsolete or inadequate 
for service after it has reached 17 years of age. Such a vessel must be 
traded in upon an agreement to replace her with one or more new ves- 
sels of suitable types before the purchaser can be credited with an 
allowance. Today the 17-year age limit as one of the factors appears 
to be unrealistic. With the merchant marine composed almost entire- 
ly of war-built vessels and with our foreign competitors building new 
types of ships while we stand still, we must make it possible to start 
developing an orderly replacement program now. Reducing the age 
factor from 17 to 12 years should provide a substantial incentive to 
accelerate the modernization and replacement of the merchant fleet. 
At the same time, the committee believes the existing tests for deter- 
mining obsolescence should be retained. 


D. Construction reserve funds 


Under existing law (sec. 511, Merchant Marine Act, 1936), shipping 
companies are permitted to deposit in a construction reserve fund for 
the construction of new vessels, proceeds from the sale of vessels, 
insurance indemnities from the loss of vessels, earnings from the oper- 
ations of vessels, and receipts in the form of interest or otherwise 
with respect to the amounts previously deposited. It is further pro- 
vided that, as to a gain realized on the sale of a vessel or receipt of an 
insurance indemnity on the loss of a vessel, the tax on such gain is 
not recognized if the taxpayer deposits the net proceeds realized from 
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the sale or indemnity in the fund, and within the prescribed time uses 
the proceeds so deposited for the construction or purchase of a new 
vessel. However, the tax basis of the new vessel is reduced to the 
extent that it is purchased from such a tax-deferred gain. With the 
reduced basis, the owner is allowed a smaller annual depreciation, So 
that if the ship is operated or sold at a profit, the Government recoups 
the deferred capital-gains tax through the medium of increased income 
taxes in each year of profitable operation or a capital-gains tax to 
the extent a profit is realized on the sale. Sections 9 to 16 of the bill 
although expanding the nature of the funds which may be deposited 
on such a tax-deferred basis to include earnings from the operation of 
vessels documented under the laws of the United States and from serv- 
ices incident thereto, retains intact the basic tax-deferment principles 
of the existing law. Section 11 of the bill which prevents the conver- 
sion of earnings to capital gain, if the vessel is sold or otherwise disposed 
of, protects the Government from an ultimate loss of revenue and at 
the same time gives to the shipowner the opportunity of accumulating 
the additional funds nex essary for going forward with an orderly 
replacement program. Further, in allowing the deposit of earnings 
on a tax-deferred basis, the bill extends to the unsubsidized ope rator 
benefits heretofore only available to a shipowner receiving an operating 
subsidy. 

By extending the use of the reserve funds to include reconstruction 
or reconditioning of vessels, the bill recognizes that in the case of a 
special type ship it may be more desirable to modernize the vessel 
instead of requiring a new vessel to be constructed in order to obtain 
use of the reserve funds. This provision is of particular benefit to 
the Great Lakes operators. Many vessels on the Great Lakes, after 
40 or 50 years, still have sound hulls but their machinery or gear has 
become worn out or obsolete. It would be an economic waste to 
require the building of new vessels in order to have a fully efficient 
Great Lakes fleet. Permitting construction reserve funds to be used 
for reconditioning and reconstruction would operate to bring this 
fleet and other special type units of our merchant marine up to 
modern standards with a minimum of cost. 

E. Accelerated amortization (depreciation) 

The record of the hearings is replete with testimony relative to the 
practices of foreign maritime nations in permitting the ‘write-off’ of 
the capital investment in a vessel within a relatively short time, in one 
recent case within 3 years. The foreign maritime countries have long 
recognized that the highly cyclical nature of shipping makes a rigid 
depreciation policy inequitable. The result of this disparity in de- 
preciation policies is to place our shipowners at a competitive disad- 
vantage. Sections 12 and 19 of the bill, in allowing the cost basis of 
a vessel to be amortized (depreciated) in the manner which is justified 
by her earnings over a given time, provided not more than 10 percent 
per annum computed cumulatively may be amortized or depreciated 
in any one taxable year, will be of conside rable assistance to the opera- 
tors in meeting foreign competition and in adjus ting depreciation 
policies to conform to the ‘ ‘peaks and valleys’’ of shipping earnings. 


F. General 


Several valuable units of the fleet have been reconstructed from 
wartime to peacetime uses. It is possible that other such units will 
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also be reconstructed. Section 18 and section 20 provide that for 
operating differential subsidy purposes, the useful life of a recon- 
structed vessel may be recomputed. This provision will allow the 
cost of reconstruction to be spread over a longer period of time instead 
of requiring that the-entire cost of the vessel plus the reconstruction 
cost be written off within the original 20-year life of the vessel, as 
now provided by law. 

Under the 1936 act, a subsidized operator cannot pay a salary in 
excess of $25,000 per year to any officer or employee. While this 
limitation was justified at the time the act was passed, higher costs 
and salary levels today make it unrealistic. Although the limitation 
probably does not work a personal hardship as to top- -level executives, 
because they frequently have additional sources of income, it does 
peg the salary range for the entire organization to a point where it is 
difficult to employ or retain able executive and managerial personnel, 
who can obtain higher salaries in other industries. The bill corrects 
the situation by modifying the restriction to apply only to that por- 
tion of the compensation derived from the subsidy contract. It 
allows additional compensation to be paid from other available funds. 
Under the formula the burden on the Government for payment of the 
operating subsidies is not increased. 


CONCLUSION 


All segments of Government are agreed to the principle that we must 
maintain a strong privately owned merchant marine capable of serving 
in Ps wce and war. Extensive hearings have brought forth testimony 
which leads to the conclusion that this policy and these objectives are 
fully supported by the American people. Economic changes which 
have taken place since the adoption of the 1936 Merchant Marine Act 
have been of such nature as to indicate need for strengthening, rather 
than relaxing our program for aid to merchant shipping at this time. 
Over the past years, many proposals and counterproposals have been 
made. The soft points in existing legislation which need correction 
in order to better achieve the goal outlined in the 1936 act, have been 

carefully considered. The instant legislation represents the soundest 
and most logical of the numerous proposals. 


CHANGES IN EXISTING LAW 


A section-by-section explanatory analysis of the Merchant Marine 
Act of 1936 and the amendments thereto effected by S. 241 follows: 


CoMPARATIVE ANALYs!Is, 1936 Mercuant MARINE Act AND 8. 241 AMENDMENTS 
1936 ACT S. 241 AMENDMENTS 


(Sec. 501—a) Provides for grant of con- (Sec. 1) Provides for grant of construc- 
struction differential subsidy for a new tion differential subsidy for new vessel 
vessel to be used on a@ service, route, or to be used in foreign commerce, regard- 
line in the foreign commerce of the U. S. less of route (or service) except that 
deemed essential to trade and defense. vessels use must be in accordance with 
Applicant must be financially and tech- purposes of 1936 act. (1) Financial and 
nically responsible. Vessels use must be technical responsibility required. 
in accordance with purposes of 1936 act. 


OE RN SR SN TP ET I TEER AFAR aE SRT re AR AREA RE: nN th Parner meee 





—r—EnhCUe 


AMENDING THE MERCHANT MARINE ACT, 1936 13 


1936 ACT 


(See. 501—c) Provides for construction 
aid for reconstruction and recondition- 
ing of old vessels provided they are 
operating in essential trade routes. 


(See. 503) Requires that subsidized 
vessels must be documented under 
United States laws for 20 years or as 
long as purchase price is owing which- 
ever is longer, and must be delivered 
warranted against liens, and must be 
secured by first preferred mortgage. 


(See. 504) Deals with conditions under 
which construction subsidy is to be 
granted on vessels built to private speci- 
fications (as approved by USMC). 
Such vessel to be documented under 
United States laws. 

(Sec. 507) Allows trade-in of a vessel 
engaged in foreign commerce and docu- 
mented under laws of United States for 
period of 10 years, if vessel is obsolete 
or inadequate for operation in such 
trade. 

(Sec. 509) Grants mortgage aid for 
construction of a vessel of not less than 
3,500 gross tons and speed of 14 knots 
for use in foreign or domestie trade 
without construction subsidy. Allows 
for payment of national defense features. 
Provides for down payment by pur- 
chaser of 12% percent of cost (exeluding 
national defense features) for vessels of 
required tonnage and speed and of 25 
percent of cost for other vessels, balance 
in each case to be paid within 20 vears 
at 34 percent per annum, to be secured 
by first preferred mortgage on vessel. 
Provides for 6 percent Pacific coast 
shipbuilding differential. 

(Sec. 510 a) Defines “obsolete vessel’’ 
as one which is not less than 17 years 
old, and in the opinion of the Commis- 
sion is inadequate for continued success- 
ful operation in the domestic or foreign 
trade. (Note.—See. 510 provides 
generally for the trade if on vessels 
engaged in both foreign and domestic 
trades.) 

(Sec. 510-d) Sets as criteria for deter- 
mining fair and reasonable value of an 
obsolete vessel to be traded in the fol- 
lowing: (1) Serap vaiue in the domestic 
and foreign market, (2) depreciated 
book val: e base l on a 20-vear life, and 
(3) market value of vessel! for operation 
in world trade or in the foreign and 
domestic trade of the United States. 
A clause is included which requires a 
reduction in the allowance for an ob- 
solete vessel in consideration for reten- 
tion and use of the traded-in vessel by 
owner during new vessel’s”. building 
period. 


8. 241 AMENDMENTS 


(Sec. 2) Amends section 501 (c) to 
conform to section 1 as regards relaxa- 
tion of essential trade route and service 
requirements and for reconstructing or 
reconditioning vessels. 

(Sec. 3) Amends 503 to provide that 
sums due under the purchase contract 
for a passenger vessel (as limited by 
definition) on which a_ construction 
differential subsidy has been paid, shall 
be secured only by a first preferred mort- 
gage on the vessel and that the obliga- 
tion of the purchaser should be dis- 
charged by surrendering the vessel and 
all rights therein to the USMC. 

(Sec. 4) Amended to prohibit imposi- 
tion of any restriction on lawful use or 
operation of the vessel except as pro- 
vided in section 506 of 1936 act (relating 
to variations in qualifications for com- 
pliance under category of foreign trade.) 

(Sec. 5) Extends trade-in privileges 
of section 507 to domestic trade vessels, 


(Sec. 6) Amends section 509 to pro- 
vide the security for the payment of the 
balance of the purchase price of a 
passenger vessel (as defined in sec. 3 
of S. 241) be limited to the vessel in 
the same manner as provided in section 
3 in respect to vessels constructed under 
construction differential subsidy. Re- 
tains 6 percent differential for Pacific 


coast bid 


(See. 7) Redefines “obsolete vessel’’ 
so as to reduce minimum age require- 
ment from 17 to 12 years. 


(Sec. 8) Only amends the clause 
relating to retention and use during 
building period by providing that rate 
for such use shall be fixed ahead of 
time, rather than on basis of “fair 
value” of such use as the present law 
states. 
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1936 ACT 


(Sec. 511—b) Outlines procedures and 
conditions for setting up tax-deferred 
construction reserve funds; provides for 
deposit of proceeds from sales of vessels, 
indemnities on account of losses of ves- 
sels and earnings from the operation of 
vessels. (Notre.—Under other provi- 
sions proceeds from sales or indemnities 
are tax deferred. Earnings are subject 
to income tax even though deposited in 
funds.) 

(Sec. 511-—c) Relates to tax-deferred 
deposits on income from sales or from 
insurance settlements on total or con- 
structive total losses. Also sets time 
limits for placement of such deposits. 


(Sec. 511-d) Provides that the basis 
for purpose of determining gain or loss 
and depreciation of a new vessel con- 
structed with funds out of the construc- 
tion reserve fund shall be reduced by 
that portion of the funds which repre- 
sents gain not recognized under 511 (c) 
i. e.: by the amount of the tax saved by 
reason of the deposit of funds in the 
reserve account. 

(Sec. 5ll-e) Relates to mixed de- 
posits in construction reserve funds of 
indemnities and capital gains and the 
manner in which they shall be treated 
when withdrawn. 


(Sec. 511-g) Limits the application of 
privileges outlined in sections 511—e and 
511-f extended to such deposits as are 
obligated for expenditure in accordance 
with rules and regulations prescribed by 
USMC and Treasury. Provides for 
2-year initial deferment period. 


8S. 241 AMENDMENTS 


(Sec. 9) Broadens the scope of earn- 
ings which may be deposited in the 
construction reserve fund. Expands 
utility of such funds to include recondi- 
tioning and reconstruction (in addition 
to construction or acquisition as the 
law now stands). Earnings while lim- 
ited to those earned from “operation of 
vessels are expanded to include” earn- 
ings from services incident thereto. 


(Sec. 10) Amends section 5ll-a of 
1936 act to include within the tax defer- 
ment provision of the present section 
511-c, earnings which are authorized to 
be deposited under the amendments 
proposed by section 9 amendments. It 
also prescribes time limit within which 
such deposits may be deposited in order 
to obtain such tax deferment. 

(Sec. 11) A clarifying amendment 
which provides for adjustment of tax 
base by reason of the right to deposit 
earnings on a tax-deferred basis. 


(Sec. 12) Provides a rule with regard 
to mixed deposits consisting of capital 
gains which is on a tax-deferred basis 
and other elements not subject to taxa- 
tion at all, both of which arise out of the 
same transaction. 

(See. 13) Amends section 51l-g of 
1936 act in the following general as- 
pects: 

A. 1. Continues 2-year initial period 
of deferment in respect to existing de- 
posits in construction reserve funds with 
Commission discretion to extend up to 
two additional years. 

2. Requires generally that future de- 
posits in construction reserve funds must 
be expended or committed for new con- 
struction or reconstruction, ete., within 
a period of 3 years, with discretion 
vested in the Maritime Commission to 
grant an additional extension of 2 years 
for a total period of 5 years for commit- 
ment of section 511 funds. 

B. 1. Permits commitment of con- 
struction reserve funds for reconstruc- 
tion or reconditioning (as well as con- 
struction or acquisition as at present) 
upon a vote of three members of the 
USMC, 

2. Permits use of construction reserve 
deposits for liquidation of purchase- 
money obligations on new construction 
provided operator deposits out of depre- 
ciation amount equal to deposits used 
for that purpose. 
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1936 ACT 


(Sec. 511-h) Relates to maximum 
pene within which deposits shall have 

n expended or construction shall 
have progressed, with proviso added al- 
lowing for certain other extensions 
deemed necessary during war condi- 
tions. 

(Sec. 511-i) Provides for a deficiency 
assessment of 1.1 percent (intended to 
be in lieu of capital stock tax or declared 
value excess profits tax). 


(No provision.) 


(Not now provided for in 1936 act.) 


(Sec. 606) (clause 5) Deals with excess 
profit and recapture calculations to be 
made at the end of the ten-year ac- 
counting period under operating subsidy 
contracts; stipulates that a 20-year life 
expectancy shall be the depreciation 
base. 

(See. 607 (b)) Relates to depreciation 
deposits requirements for subsidized 
operators to be made into a “capital 
reserve fund,” such depreciation to be 
computed on a life expectancy of 20 
years. Contractor also must deposit 
in ‘special reserve fund”’ profits in ex- 
cess of 10 percent (of net worth) (cal- 
culated cumulatively from date of 
execution of contract). 


(See. 805-c) Contractors for subsi- 
dized operation (title VI or private 
charter (title VII) cannot pay their 
employees more than $25,000 per year. 
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S. 241 AMENDMENTS 


(See. 14) Substitutes the provision of 
Public Law 50, Eighty-first Congress for 
the wartime provision for extension. 


(See. 15) Amends section 511-i so as 
to make earnings and receipts, as well 
as capital gains subject to income and 
excess profits taxes in the event depos- 
ited funds are not used within required 
period. 

(See. 16) Adds new section granting 
section 511 privileges to Great Lakes 
(including St. Lawrence River and 
Gulf) vessels provided affirmative vote 
of at least three commissioners is ob- 
tained. 

(Sec. 17) Add a new section relating 
to accelerated amortization on an elec- 
tive basis for vessels documented under 
United States laws which are not sub- 
sidized. Deduction for amortization for 
any taxable vear shall not exceed 10 
percent. The amount so taken be- 
comes a deduction for tax purposes in 
lieu of the usual basis as determined by 
the normal useful life of vessel and its 
estimated residual value. 

Requires that if vessel is mortgaged 
to, or the mortgage is guaranteed, or 
nsured by the United States then the 
owner must pay on the mortgage in- 
debtedness an amount equal to the dif- 
ference of the amortization deduction 
taken and the amount previously paid 
on the mortgage during the taxable year. 

(Sec. 18) A clarifying amendment 
which allows accelerated depreciation 
deposits by subsidized operators. This 
brings section 606 (5) in consonance with 
the proposed changes in 607 (b). 
tion 19 of 8S. 241 below. 


Sece 


(Sec. 19) Amendment makes two 
changes. First it allows for recalcula- 
tion of ‘‘useful life’’ of vessels which 
have been reconstructed or recondi- 
tioned. Provides that the termination 
date of this clause shall be June 30, 1951. 
The second clause is intended to make 
“free depreciation” available to subsi- 
dized as well as nonsubsidized operators 
(as in sec. 17) up to 10 percent. 

(Sec. 20) A technical amendment to 
further clarify the law relative to the 
recomputation of the life expectancy of 
a reconstructed vessel. 

(Sec. 21) Amends law to substitution 
of prohibition against taking into ac- 
count in title VI or VII contracts that 
portion of your employee’s salary or 
other compensation which exceeds $25,- 
000 per year. 

(Sec. 22) A new subsection to con- 
form the instant legislation to Reorgan- 
ization Plan No. 21, 1950. 
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In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 501 (a) Any citizen of the United States may make application to the 
Commission for a construction-differential subsidy to aid in the construction of a 
new vessel, to be used [on a service, route, or line} in the foreign commerce of 
the United States [, determined to be essential under section 211 of this Act]. 
No such application shall be approved by the Commission unless it determines 
that [(1) The service, route, or line requires a new vessel of modern and econom- 
ical design to meet foreign flag competition and to promove the foreign commerce 
of the United States (2)] (1) the plans and specifications call for a new vessel 
which will meet [the needs of the service, route, or line, and] the requiremenis 
of the foreign commerce of the United States will aid in the promotion und develop- 
ment of such commerce, and be suitable for use by the United States for national- 
defense or military purposes in time of war or national emergency; [(3)] \2) the 
applicant possesses the ability, experience, financial resources, and other qualifica- 
tions necessary to enable it to operate and maintain the proposed new vessel 
[in such service, or on such route or line, and vo maintain and continue adequate 
service on said route or line, including replacement of worn out or obsolete tonnage 
with new and modern ships]; and [(4)} (3) the graniing of the aid applied for is 
reasonably calculated to replace worn-out or obsolete tonnage with new and modern 
ships, or otherwise to carry out effectively the purposes and policy of this Act. 
The contract of sale, and the mortgage given to secure the payment of the unpaid 
balance of the purchase price shall not restrict the lawful or proper use or cperation 
of the vessel except to the extent expressly required ty law. 

Sec. 501. (c) Any citizen of the United States may make application to the 
Commission for a construction-differential subsidy to aid in reconstructing or 
reconditioning any vessel that is to be [exclusively] used [on a service, route, or 
line] in the foreign commerce of the United States[[, determined to be essential 
under section 211 of this Act]. If the Commission, in the exercise of its discre- 
tion, shall determine that the granting of the financial aid applied for is reasonably 
calculated to carry out effectively the purposes and policy of this Act, the Com- 
mission May approve such application and enter into a contract or contracts with 
the applicant therefor providing for the payment by the United States of a con- 
struction-differential subsidy that is to be ascertained, determined, controlled, 
granted, and paid, subject to all the applicable conditions and limitations of this 
title and under such further conditions and limitations as may be prescribed in 
the rules and regulations the Commission has adopted as provided in section 
204 (b) of this Act; but the financial aid authorized by this subsection shail be 
extended to reconstruction or reconditioning only in exceptional cases and after 
a thorough study and a formal determination by the Commission that the proposed 
reconstruction or reconditioning is consistent with the purposes and policy of this 
Act. 

Sec. 503. Upon completion of the construction of any vessel in respect to which 
a construction-differential subsidy is to be allowed under this title and its delivery 
by the shipbuilder to the Commission, the vessel shall be documented under the 
laws of the United States, and concurrently herewith, or as soon thereafter as 
practicable the vessel shall be delivered with a bill of sale to the applicant with 
warranty against liens, pursuant to the contract of purchase between the applicant 
and the Commission, The vessel shall remain documented under the laws of the 
United States for not less than twenty years, or so long as there remains due the 
United States any principal or interest on account of the purchase price, whichever 
is the longer period. At the time of delivery of the vessel the applicant shall 
execute and deliver a first preferred mortgage to the United States to secure pay- 
ment of any sums due from the applicant in respect to said vessel: Provided, That 
notwithstanding any other provisions of law, the payment of any sums due in respect 
to a passenger vessel purchased under section 4 (b) of the Merchant Ship Sales Act 
of 1946, reconverted or restored for normal operation in commercial services, or in 
respect to a passenger vessel purchased under Title V of this Act, which is delivered 
subsequent to the date of enactment of this amendatory Act and which (i) is of not less 
than seven thousand gross tons, (ii) has a designed speed approved by the Commission 
but not less than sixteen knots, (iti) has accommodations for not less than two hundred 
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passengers, (iv) has a total construction cost of not less than $10,000,000 and (v) is 
approved by the Navy Department as being desirable for national defense purposes, 
shall be secured only by a first preferred mortgage on said vessel. The sole recourse 
against the purchaser of such a passenger vessel under such morigage, and any of the 
notes secured thereby, shall be limited to repossession of the vessel by the United States 
and the assignment of insurance claims, tf the purchaser shall have complied with all 
provisions of the mortgage other than those relating to the payment of principal and 
interest when due, and the obligation of the purchaser shall be satisfied and discharged 
by the surrender of the vessel, and all right, title, and interest therein to the United 
States. Such vessel wpon surrender shall be (t) free and clear of all liens and in- 
cumbrances whatsoever, except the lien of the preferred mortgage, (it) in class, and 
(iit) in as good order and condition, ordinary wear and tear excepted, as when acquired 
by the purchaser, except that any deficiencies with respect to freedom from incum- 
brances, condition and class, may, to the extent covered by valid policies of insurance, 
be satisfied by the assignment to the United States of claims of the purchaser under 
such policies of insurance. The purchaser shall also comply with all the provisions 
of section 9 of the Merchant Marine Act, 1920. 

Sec. 504. Where an eligible applicant under the terms of this desires to 
finance the consiruciion of a proposed vessel according to approved plans and 
specifications rather than purchase the same vessel from the Commission as here- 
inabove authorized, the Commission may permit the applicant to obtain and 
submit to it competitive bids from domesiie shipyards for such work. If 
Commission considers the bid of the shipyard in which the applicant desires to 
have the vessel built fair and reasonable, it may approve such bid and become a 
parity to the contract or contracts or other arrangements for the construction of 
such proposed vessel and may agree to pay a consiruction-differential subsidy in 
an amount determined by the Commission in accordance with section 502 of this 
title, and for the cost of national-defense features. The construciion-differential 
subsidy and payments for national-defense features shall be based on the lowest 
responsible domestic bid. No construciion-differential subsidy, as provided in 
this section, shall be paid unless the said contract or contracts or other arrange- 
ments coniain such provisions as are provided in this title to protect the interests 
of the United States as the Commission deems necessary. Such vessel shall be 
documented under the laws of the United States as provided in Section 503 of this 
title[, and operated as approved by the Commission under the requirements 
applicable to vessels constructed under this Act]. The contract of sale, and the 
mortgage given to secure the payment of the unpaid balance of the purchase price, shall 
not restrict the lawful or proper use or operation of the vessel, except to the 
expressly required by law. 

Sec. 507. If a contract is made by the Commission under authority of this title 
for the consiruction and sale of a new vessel to replace a vessel then operated in 
foreign trade or domestic trade, which in the judgment of the Commission should 
be replaced because it is obsolete or inade quate for successful operation in such 
trade, the Commission is authorized in iis discretion, to buy such replaced vessel 
from the owner at a fair and reasonable valuation, which valuation shall not 
exceed the cost to the owner or any former owner plus the actual cost previously 
expended thereon for reconditioning, and less a reasonable and proper deprecia- 
tion based upon not more than a twenty-year life of the vessel, and apply the 
purchase price agreed upon to that portion of the consiruciion cost of such new 
vessel which is to be borne by the purchaser thereof: Provided, Thai the owner of 
such replaced vessel shall execute a bond, with one or more approved sureties, 
conditioned upon indemnifying the United States from all loss resulting from any 
existing lien against such vessel: And provided further, That such vessel has been 
documented under the laws of the United States for a period of at least ten years 
prior to the date of its purchase by the United Staies. 

Src. 509. Any citizen of the U nited States may make application to the Com- 
mission for aid in the construction of a new vessel to be ea rated in the foreign or 
domestic trade (excepting vessels engaged solely in the transportation of property 
on inland rivers and canals exclusively). If such application is approved by the 
Commission the vessel may be constructed under the terms and conditions of this 
title, but no construction-differential subsidy shall be allowed. The Commission 
shall pay for the cost of national-defense features incorporated in such vessel. 
In case the vessel is designed to be of not less than three thousand five hundred 
gross tons and to be capable of a sustained speed of not less than fourteen knots, 
the applicant shall be required to pay the Commission not less than 12'% per 
centum of the cost of such vessel, and in the case of any other vessel the applicant 
shall be required to pay the Commission not less than 25 per centum of the cost 


the 


extent 
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of such vessel (excluding from such cost, in either case, the cost of national- 
defense features); and the balance of such purchase price shall be paid by the 
applicant within twenty years in not to exceed twenty annual equal payments, 
with interest at 344 per centum per annum, secured by a preferred mortgage on the 
vessel sold and otherwise secured as the Commission may determine: Provided, That 
notwithstanding any other provisions of law, the balance of the purchase price of a 
passenger vessel constructed under this section which is delivered subsequent to the date 
of enactment of this amendatory Act and which has the tonnage, speed, passenger ac- 
commodations and other characteristics set forth in section 503 of this Act shall be 
secured as provided in such section, and the obligation of the purchaser of such a vessel 
shall be satisfied and discharged as provided in such section: And Provided, That 
[Provided, That] in case a vessel is to be constructed under this section for an 
applicant who has as his principal place of business a place on the Pacific Coast of 
the United States (but not including one who having been in business on or before 
August 1, 1935, has changed his principal place of business to a place on the Pa- 
cific Coast of the United States after such date), to be operated in a coastwise, 
intercoastal or other domestic service, route, or line from or on the Pacific Coast 
of the United States, and the amount of the lowest responsible bid of shipyards 
on such coast for the construction of such vessel does not exceed the amount of 
the lowest responsible bid therefor of shipyards on the Atlantic Coast of the 
United States by more than 6 per centum of the bid of such Atlantic Coast ship- 
yard, such vessel shall be constructed for the applicant by the Commission only 
if the applicant accepts such lowest responsible bid of the Pacific Coast. shipyard, 
and agrees to designate and continue as the home port of the vessel to be con- 
structed a port on the Pacific Coast of the United States. The minimum rate of 
interest on deferred payments shall be three-fourths of 1 per centum lower than 
the minimum rate which would otherwise be applicable, with respect to the periods 
of construction of such vessel and its operation exclusively in coastwise, inter- 
coastal, and other domestic trade. Such lower interest rate shall not apply with 
respect to any period in which the applicant— 

(1) Does not continue as its home port a port on the Pacific coast of the United 
States; 

(2) Operates the vessel] in coastwise or other domestic trade other than on the 
Pacific coast; 

(3) Operates the vessel in intercoastal or foreign trade except to and from 
ports on the Pacific coast; or 

(4) Having been in business before August 1, 1935, and having changed his 
principal place of business to a place on the Pacific coast after such date, maintains 
his principal place of business at any place on the Pacific coast. 

Sec. 510. (a) When used in this section— 

(1) The term ‘‘obsolete vessel’? means a vessel or vessels, each of which (A) is 
of not less than one thousand three hundred and fifty gross tons, (B) is not less 
than [seventeen] (welve years old and, in the judgment of the Commission is 
obsolete or inadequate for successful operation in the domestic or foreign trade 
of the United States, and (C) is owned by a citizen or citizens of the United 
States and has been owned by such citizen or citizens for at least three years 
immediately prior to the date of acquisition hereunder. 

(2) The term ‘“‘new vessel’? means a vessel or vessels, each of which (A) is 
constructed under the provisions of this Act, and is acquired within two years 
from the date of completion of such vessel, or is purchased under section 714, 
as amended, by the person turning in an obsolete vessel under this section, or 
(B) is hereafter constructed in a domestic shipyard on private account and not 
under the provisions of this Act, and documented under the laws of the United 
States. 

Src. 510. (d) The allowance for an obsolete vessel shall be the fair and reason- 
able value of such vessel as determined by the Commission. In making such 
determination the Commission shall consider: (1) the scrap value of the obsolete 
vessel both in American and in foreign markets, (2) the depreciated value based 
on a twenty-year life, and (3) the market value thereof for operation in the world 
trade or in the foreign or domestic trade of the United States. If the owner of 
the obsolete vessel uses such vessel during the period of construction of the new 
vessel, the allowance shail be reduced by an amount representing the fair value of 
such use. The rate for the use of the obsolete vessel shall be fixed for the entire period 
of such use at the time of execution of the contract for the construction of the new vessel, 

Sec, 511. (b) For the purposes of promoting the construction, reconstruction, 
reconditioning, or acquisition of vessels, or for other purposes authorized in this 
section, necessary to carrying out the policy set forth in title I of this Act, any 
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citizen of the United States who is operating a vessel or vessels in the foreign or 
domestic commerce of the United States or in the fisheries or owns in whole or in 
part a vessel or vessels being so operated, or who, at the time of purchase or 
requisition of the vessel by the Government, was operating a vessel or vessels so 
engaged or owned in whole or in part a vessel or vessels being so operated or had 
acquired or was having constructed a vessel or vessels for the purpose of operation 
in such commerce or in the fisheries, may establish a construction reserve fund, for 
the construction, reconstruction, reconditioning, or acquisition of new vessels, 
or for other purposes authorized in this section, to be composed of deposits of 
proceeds from sales of vessels, indemnities on account of losses of vessels, earnings 
from the operation of vessels documented under the laws of the United States and 
from services incident thereto, and receipts, in the form of interest or otherwise, 
with respect to amounts previously deposited. Such construction reserve fund 
shall be established, maintained, expended, and used in accordance with the 
provisions of this section and rules or regulations to be prescribed jointly by the 
Commission and the Secretary of the Treasury. 

Sec. 511. (c) In the case of the sale or actual or constructive total loss of a 
vessel, if the taxpayer deposits an amount equal to the net proceeds of the sale 
or to the net indemnity with respect to the loss in a construction reserve fund 
established under subsection (b), then— 

(1) if the taxpayer so elects in his income-tax return for the taxable year 
in which the gain was realized, or 
(2) in case a vessel is purchased or requisitioned by the United States, or 
is lost, in any taxable year beginning after December 31, 1939, and prior to 
January 1, 1944, and the taxpayer receives payment for the vessel so pur- 
chased or requisitioned, or receives from the United States indemnity on 
account of such loss, subsequent to the end of such taxable year, if the tax- 
payer so elects prior to March 31, 1945, or prior to the expiration of 60 days 
after the receipt of the payment or indemnity, whichever, is later and in 
accordance with a form of election to be prescribed by the Commissioner of 
Internal Revenue with the approval of the Secretary of the Treasury, no 
gain shall be recognized to 
the taxpayer in respect to such sale or indemnification in the computation of net 
income for the purposes of Federal income or excess-profits taxes. If an election 
is made under subdivision (2) and if computation or recomputation in accordance 
with this subsection is otherwise allowable but is prevented, on the date of making 
such election or within six months thereafter, by any statute of limitation, such 
computation or recomputation nevertheless shall be made notwithstanding such 
statute if a claim therefor is filed within six months after the date of making such 
election. Jn the case of earnings from the operation of vessels documented under the 
laws of the United States and from services incident thereto, or receipts with respect to 
amounts previously deposited, no income shall be recognized to the taxpayer in respect 
thereto for the purposes of Federal income or excess-profits tares. For the purposes 
of this subsection no amount shall be considered as deposited in a construction 
reserve fund unless it is deposited within [60] sixty, days after it is received by 
the taxpayer except that [(1) in the case of amounts reeeived before December 
10, 1940, the deposit may be made not later than February 7, 1941, and (2) in 
the case of amounts received at any time between May 27, 1941, and the date of 
enactment of this amendatory clause, the deposit of which by the taxpayer is 
authorized by the amendments to subsection (b), the taxpayer mav make such 
deposit at any time within one hundred and twenty days from such date of enact- 
ment, and the Commission may approve any such deposit previously made if, in 
other respects, it complies with the provisions of this section, as amended. ] in the 
case of earnings from the operation of vessels documented under the laws of the United 
States and from services incident thereto in any taxable year, the deposit may be made 
not later than the prescribed date of filing for the tarpayer’s Federal income-tax return 
for such year, and if such deposit is made on or before such date it shall be considered 
to have been deposited on the last day of the period covered by the tax return. As used 
in this subsection the term “‘net proceeds” and the term ‘‘net indemnity’? means 
the sum of (1) the adjusted basis of the vessel and (2) the amount of gain which 
would be recognized to the taxpayer without regard to this subsection. 

Sec. 511. (d) The basis for determining gain or loss and for depreciation, for 
the purpose of Federal income or excess-profits taxes, of any new vessel con- 
structed, reconstructed, reconditioned or acquired by the taxpaver, or with respect 
to which purchase-money indebtedness is liquidated as provided in subsection (q), 
in whole or in part out of the construction reserve fund shall be reduced by that 
portion of the deposits in the fund expended in the construction, reconstruction, 
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reconditioning [or] acquisition, or liquidation of purchase-money indebtedness of 
the new vessel which represents gain, earnings, or receipts not recognized for tax 
purposes under subsection (ce). Jf any vessel constructed, reconstructed, recondi- 
tioned, or acquired or with respect to which purchase-money indebtedness is liquidated, 
in whole or in part out of the construction reserve fund (or property having a sub- 
stituted basis by reference to such vessel) is sold, exchanged, distributed, or otherwise 
disposed of (except to the extent that gain is not recognized by reason of subparagraph 
(c) of this section or section 112 of the Internal Revenue Code), then the excess over 
the adjusted basis of the vessel (or of the property having a substituted basis by reference 
to such vessel), of — 
(1) in the case of a sale or exchange, the amount realized; or 
(2) in the case of a distribution or disposition other than by sale or exchange, 
the fair market value of the vessel or property at the time of such distribution or 
disposition; 
shall, to the extent that funds so expended represent earnings or receipts which have 
not been recognized for tax purposes under this sectian, be considered, for the purposes 
of the provisions of title I of the Internal Revenue Code, as short-term capital gain. 
Notwithstanding the provisions of section 511 (c) the earnings and profits of a corpora- 
tion shall be increased by the amount of any deposits in the construction reserve fund 
which have not been recognized for Federal tax purposes under such section. The 
term ‘“‘substituted basis’’ as used in this section shall have the same meaning as in 
section 113 (b) (2) of the Internal Revenue Code. 

Sec. 511. (e) For the purposes of this section, (1) if the net proceeds of a sale 
or the net indemnity in respect of a loss are deposited in more than one deposit, 
the amount consisting of the gain shall be considered as first deposited; (2) 
amounts expended, obligated, o1 otherwise withdrawn shall be applied against the 
amounts deposited in the fund in the order of deposit; and (3) if any deposit 
arising out of the same transaction consists in part of gain, earnings, or recetpts, not 
recognized under subsection (¢), any expenditure, obligation, or withdrawal ap- 
plied against such deposit shall be considered to consist of gain, earnings, 07 


re- 
cerpts in the proportion that the part of the deposit consisting of gain, earnings, or 
receipts, bears to the total amount of the deposit. 

Sec. 511. (g) The provisions of subsections (c) and (f) shall apply to any deposit 
in the construction reserve fund only to the extent that such deposit is expended 
or obligated for expenditure, in accordance with rules and regulations to be 
prescribed jointly by the Commission and the Secretary of the Treasury, 

(7) under a contract for the construction or acquisition of a new vessel or 
vessels (or in the discretion of the Commission, for a part interest therein), 
or, with the approval of the Commission, for the reconstruction or reconditioning 
of a new vessel or vessels, entered into within (7) two vears from the date of 
[such] deposit or the date of any extension thereof which may be granted by 
the Commission pursuant to the provisions of section 511 (h), in the case of 
deposits made prior to date on which these amendatory provisions become effective 
or (it) three years from the date of such deposit in the case of a deposit (other than 
a deposit of earnings) made after such effective date, only if under such rules and 
regulations 

[1] (A) within such period [of two vears] not less than 12% per centum 
of the construction or contract price of the vessel or vessels is paid or irrev- 
ocably committed on account thereof and the plans and specifications 
therefor are approved by the Commission to the extent by it deemed neces- 
sary; and 

{(2)] (B) in case of a vessel or vessels not constructed under the provisions 
of this title or not purchased from the Commission, [(A)] (7) said con- 
struction is completed, within six months from the date of the construction 
contract, to the extent of not less than 5 per centum thereof (or in case the 
contract covers more than one vessel, the construction of the first vessel so 
contracted for is so completed to the extent of not less than 5 per centum) 
as estimated by the Commission and certified by it to the Secretary of the 
Treasury, and [(B)] (7) all construction under such contract is completed 
with reasonable dispatch thereafter. 

(2) under a contract (7) for the construction of a new vessel or vessels, or (t1) 
for the acquisition, reconstruction, or reconditioning of a new vessel or vessels 
when the Commission determines by an affirmative vote of not less than three 
members that the objectives of the Act will be promoted thereby, entered into 
uithin three years from the date of a deposit of earnings made after the date of 
these amendatory provisions, only if under such rules and regulations within 
such period the contract price of the vessel or vessels is paid or committed, and the 
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construction of such vessel or vessels is completed, as provided in subparagraphs 
(A) and (B) of paragraph (1) of this subsection; 

(3) for the liquidation of existing or subsequently incurred purchase-money 
indebtedness to persons olher than a parent company of, or a company affiliated 
or associated with, the mortgagor on a new vessel or vessels within (i) two years 
from the date of deposit or the date of any extension thereof which may be granted 
by the Commission pursuant to the provisions of section 511 (h), in the case of 
deposits made prior to the date on which these amendatory provisions become 
effective, or (ti) three years from the date of such deposit in the case of a deposit 
made after such effective date: Provided, however, That in the case of withdrawals 
of deposits for the purposes of this paragraph (8), the operator shall thereafter 
replace such withdrawals by depositing in the construction reserve fund the 
amounts of depreciation and amortization that shall thereafter be taken as author- 
rized by law until the amounts of such depreciation and amortization so de- 
posited shall equal in the aggregate the withdrawals so made for the purpose of 
this paragraph (3). Amounts withdrawn for the purposes of this paragraph (3) 
which are not so replaced by future deposits of depreciation shall be considered as 
having been withdrawn for purposes other than those permitted by this section 
511 and taxed at the time of such withdrawal and in the manner herein otherwise 
provided. 

Sec. 511. (h) The Commission is authorized under rules and regulations to be 
prescribed jointly by the Secretary of the Treasury and the Commission to grant 
extensions of the period within which the deposits shall be expended or obligated 
or within which construction shall have progressed to the extent of 5 per centum 
of completion as provided herein, but such extension shall not be for an aggregate 
additional period in excess of two years with respect to the expenditure or obli- 
gation of such deposits or more than one year with respect to the progress of such 
construction: Provided, [however, That until the termination of the present war 
or until such earlier time as the Congress by concurrent resolution or the President 
may designate, in addition to the extensions hereinbefore permitted, further 
extensions may be granted ending not later than six months after such termina- 
tion of the present war or such earlier date as may be so designated.J] That 
until March 31, 1951, in addition to the extensions hereinbefore permitted, further 
extensions may be granted ending not later than September 30, 1951. 

Sec. 511. (i) Any such deposited gain, earning or receipis, or portion thereof 
which is not so expended or obligated within the period provided, or which is 
otherwise withdrawn before the expiration of such period, or with respect to which 
the construction has not progressed to the extent of 5 per centum of completion 
within the period provided, or with respect to which the Commission finds and 
certifies to the Secretary of the Treasury that, for causes within the control of 
the taxpayer, the entire construction is not completed with reasonable dispatch, 
if otherwise taxable income under the law applicable to the taxable year in which 
such gain, earning or receipts, was realized, shall be included iu the gross income 
for such taxable year, except for the purpose of the declared value excess-profits 
tax and the capital stock tax. If any such deposited gain or portion thereof 
with respect to a deposit made in any taxable year ending on or before June 30, 19445, 
is so included in gross income for such taxable vear, there shall (in addition to any 
other deficiency) be assessed, collected, and paid in the same manner as it if were 
a deficiency, an amount equal to 1.1 per centum of the amount of gain so included, 
such amount being in lieu of any adjustment with respect to the declared value 
excess-profits tax for such taxable year. 

Sec. 511. (0) The terms “reconstruction”? and “reconditioning’’, as used in this 
section, shall include the reconstruction, reconditioning, or modernization of a vessel 
for exclusive use on the Great Lakes, including the Saint Lawrence River and Gulf, if 
the Commission determines by an affirmative vote of not less than three members that 
the objectives of this Act will be promoted by such reconstruction, reconditioning, or 
modernization, and, notwithstanding any other provisions of law, such vessel shall 
be deemed to be a ‘‘new vessel” within the meaning of this section for such reconstruc 
tion, reconditioning, or modernization. 

Sec. 512. (a) Any citizen of the United States who owns in whole or in part any 
vessel of not less than two thousand gross tons documented under the laws of the 
United States and operated without the aid of an operating-differential subsidy under 
title VI may, at his election, amortize the cost of such vessel in such manner and in 
such annual amounts as he deems appropriate, and for the purposes of Federal income 
and excess-profits taxes shall, subject to the limitations hereinafter provided, be entitled 
in any taxable year beginning after December 31, 1948, to a deduction of the portion 
of the cost so amortized in such taxable year. The amortization deduction under this 
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section with respect to any vessel for any taxable year shall be in lieu of the deduction 
of exhaustion, wear and tear, and obsolescence with respect to such vessel for such year. 

(b) The cost that may be amortized under this section shall be the cost or other basis 
(under the Federal income-tax laws) to the owner upon the acquisition of the vessel, 
except that, in the case of any vessel acquired prior to the first day of the first taxable 
year for which an election with respect to such vessel is made under this section, the 
cost that may be amortized under this section shall be deemed to be the adjusted basis 
(for determining gain under the Federal income-tax laws) of the vessel on the first 
day of such first taxable year for which an amortization deduction with respect to the 
vessel is taken under this section. In either case proper adjustment to the cost that 
may be amortized shall be made for subsequent expenditures, receipts, retirements, 
or other similar items properly includible in the capital account of the vessel. 

(c) The amortization deduction that may be taken for any taxable year with respect 
to any vessel shall in no event be greater than an amount equal to 10 per centum per 
annum computed cumulatively of the adjusted basis (for determining gain under 
the Federal income-tax laws) of the vessel (such adjusted basis for this purpose to be 
computed without regard to any amortization deduction under this section with respect 
to the vessel for such taxable year or prior taxable years). For the purposes of Federal 
income and excess-profits tax laws, the basis of a vessel with respect to which an amorti- 
zation deduction is taken under this section shall not be adjusted for amortization 
allowable under this section which was not actually taken and allowed. 

(d) The election of the taxpayer to take the amortization deduction for any year 
with respect to any vessel shall be made only by a statement in its tax return for such 
taxable year setting forth the vessel or vessels in respect of which an amortization de- 
duction is being taken and the amount for each such vessel as determined by the owner. 
Such election (including the amounts so determined) shall be irrevocable for the partic- 
ular year for which made. 

(e) If at the end of the taxable year any mortgage indebtedness to the United States 
is unpaid and outstanding on any vessel with respect to which an amortization de- 
duction is taken under this section for such year, the owner shall, pursuant to such 
rules and regulations as may be prescribed by the Commission, make payments on 
the mortgage indebtedness covering such vessel to the extent of an amount equal to the 
difference between the amortization deduction taken on the vessel for such taxable year 
and the amount previously paid during such year on the mortgage indebtedness on 
such vessel. 

(f) In determing the maximum amount which the United States shall be required 
to pay with respect to a vessel purchased or requisitioned by it, which vessel is subject 
to the provisions of section 802, the amortization taken pursuant to subparagraph (c) 
of this section shall be controlling in determining the depreciated value of such vessel: 
Provided, however, That if the taxpayer returns to the Commission any net tax benefits 
which he may have received over the entire life of the vessel prior to its purchase or 
requisition by the Unite d States, over and above the tax benefits which would have been 
received had depreciation been computed on the basis of a twenty-year useful life, 
then depreciation for the purposes of section 802 shall be computed on the basis of 
such twenty-year useful life. 

(q) The depreciation taken pursuant to subparagraph (c) of this section shall be 
controlling in fixing the depreciated value of an obsolete vessel in connection with 
determining the amount of the allowance of credit to be made therefor by the Commission 
under the provisions of section 510 (d): Provided, however, That if the tarpayer returns 
to the Commission any net tax benefits which he may have received over the entire life 
of the vessel prior to its acquisition by the Commission under section 510, over and 
above the tax benefits which would have been received had depreciation been computed 
on the basis of a twenty-year useful life, then depreciation for the purposes of section 
510 (d) shall be computed on the basis of such twenty-year useful life. 

(h) If any vessel with respect to which an amortization deduction has been allowed 
as provided in subparagraph (a) of this section (or property having a substituted 
basis by reference to such vessel) is sold. ccha~ ed, distributed, or otherwise dispored 
of (except as provided in subparagraph (f) of this section and except to the extent that 
gain is not recognized by reason of section 511 (c) of this Act as amended or section 
112 of the Internal Revenue Code), then the excess over the adjusted hasis of the vessel 
(or of the property having a substituted basis by reference to such vessel) , of — 

(1) in the case of a sale or exchange, the amount realized; or 
(2) in the case of a distribution or disposition other than by sale or exchange, 
the fair market value of the vessel or property at the time of such distribution or 
disposition; 
shall, to the extent of the excess of such amortization deductions allowed, over the 
amount of depreciation deductions which would otherwise have been allowed, be 
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considered for the purposes of the provisions of title I of the Internal Revenue Code, 
as short-term capital gain. For Federal tax purposes, the earnings and profits of any 
corporation which has been allowed an amortization deduction as provided in this 
section shall not be decreased by the excess of the amortization deduction for any 
taxable year over the amount of the depreciation deduction which would otherwise 
have been allowable for such year. The term ‘‘substituted basis’”’ as used in this 
section shall have the same meaning as in section 113 (b) (2) of the Internal Revenue 
Code. 

Sec. 606. Every contract for an operating differential subsidy under this title 
shall provide * * * (5) that when at the end of any ten-year period during 
which Jan operating-differential subsidy has been paid, or when prior to the end of 
any such ten-year period the contract shall be terminated, if the net profit of the 
contractor on his subsidized vessels and services incident thereto during such 
period or time (without regard to capital gains and capital losses), after deduction 
of depreciation charges based upon a [twenty-year] life expectancy of the sub- 
sidized vessels determined as provided in section 607 (b), has averaged more than 
10 per centum per annum upon the contractor’s capital investment 1 
employed in the operation of the subsidized vessels, services, routes, and lines, 
the contractor shall pay to the United States an amount equal to one-half of such 
profits in excess of 10 per centum per annum as partial or complete reimbursement 
for operating-differential subsidy payments received by the contractor for such 
ten-year period, but the amount of excessive profit so recaptured shall not in any 
case exceed the amount of the operating-differential subsidy payiments theretofore 
made to the contractor for such period under such contract and the repayment 
of such reimbursement to the Commission shall be subject to the provisions of 
section 607;' .* *.-* 

Src. 607. (b) To insure the prompt payment of the contractor’s obligations to 
the United States and the replacement of the contractor’s subsidized v 


ecessarily 





essels as 


may be required, the contractor shall create and maintain, out of gross earnings, 
during the life of such contract, a ‘‘capital reserve fund,” in such depository or 
depositories as may be approved by the Commission. In this fund the contractor 
shall deposit, annually or oftener, as the Commission may require, an amount 
equal to the annual depreciation charges on the contractor’s vessels o hich the 
operating differential is being paid, such depreciation charges to be computed on 
a twenty-vear life expectaney of the [subsidized] vessels except that the life ex- 
pectancy of a vessel which shall have been or is to be wholly or partially ree iructed 
or reconditioned shall upon request be determined by the Coma ion, and the deprecia- 
tion charges on such vessel shall be computed on the life expectancy determined by the 
Commission: Provided, however, That if, during anv accounting vear, the annual 


depreciation charges on the contractor’s line of subsi 
earned, in whole or in part, over and above the annual expe 


ve Is he not been 


! ise of operation of 
such vessels (exclusive of said annual depreciation thereon), the contractor shall 


not be required to deposit in his capital reserve fund for such accounting vear a 
sum in exeess of the amount of annual depreciation actually earned during that 
vear but shall make up anv and all deficiencies in his capital reserve fund as soon 
as the earnings of his subsidized vessels in excess of ant 





ual expenses of operation 
shall permit. The contractor shall have the privilege of increasing reqular deprecia- 
tion deposits in the capital reserve fund by additional deposits as depreciation charges 
on one or more subsidized vessels from earninas otherwi available for distribution 


to stockholde rs, or with the aj proval of] the Commission, from amounts other 
Tré quired lo be de posite d mn the special reserve fund provid d the amounts de posite d in 
the special reserve fund are at all times sufficient to meet the contractor’s liahil for 


Sf 


/ f 
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recapture of subsidy payments: Provided, That the sum of such additional deposits as 
depreciation charges shall not exceed in the aggregate 5 per centum per annum of the 
cost of such vessel, including the cost of capital improvements thereon, computed 
cumulatively. Such additional deposits shall be recognized for purnoses of Federal 
taxes on income in the same manner and to the same extent as reqular deposits « 

depreciation. When there shall have been so deposited in the capital reserve fund ar 
amount equal to the cost of a vessel, including the cost of capital imp) me hereon 
no further deposits of this character shall be made with respect to such 1 l The 


method of arriving at, and the contractor’s liability for, recapture of subsidy 
unde g this title shall not he modified or affected h J Sue h rricredse of d Do te } 
contractor in the capital reserve fund as herein provided, and for th 
section 802 of this Act, the depreciated value of a vessel acquired by the United States 
through purchase or re quisition under that section shall reflect the additional deprecia- 


tion charges deposited under this section: Provided, however, That if the contractor 
returns to the Commission any net tax benefits which he may have received over the 
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entire life of the vessel, over and above the tax benefits which would have been received 
had depreciation been computed on the basis of a twenty-year useful life, then deprecia- 
tion for the purposes of section 802 shall be computed on the basis of suchtwenty-year 
life. The proceeds of all insurance and indemnities received by the contractor 
on account of total loss of any subsidized vessel and the proceeds of sale or other 
disposition of such vessel shall also be deposited in the capital reserve fund. 

The contractor shall also deposit in the capital reserve fund, from time to time, 
such percentage of the annual net profits of the contractor’s business covered by 
the contract as the Commission shall determine is necessary to further build up a 
fund for replacement of the contractor’s subsidized ships; but the Commission 
shall not require the contractor to make such deposit of the contractor’s net 
profits in the capital reserve fund unless the cumulative net profits of the contrac- 
tor, at the time such deposit is to be made, shall be in excess of 10 per centum per 
annum from the date the contract was executed. From the capital reserve fund 
so created, the contractor may pay the principal, when due, on all notes secured 
by mortgage on the subsidized vessels and may make disbursements for the pur- 
chase of replacement vessels or reconstruction of vessels or additional vessels to 
be employed by the contractor on an essential foreign-trade line, route, or service 
approved by the Commission, but payments from the capital reserve fund shall 
not be made for any other purpose. The contractor may, with the consent of the 
Commission, pay from said fund any sums owing but not yet due on notes secured 
by mortgages on subsidized vessels. 

If any vessel with respect to which an additional deposit has been added to the capital 
reserve fund as provided in this subparagraph (or property having a substituted basis 
by reference to such vessel) is sold, exchanged, distributed, or otherwise disposed of 
(except as provided in section 512 (f) of this Act as amended and except to the extent 
that gain is not recognized by reason of section 511 (c) of this Act as amended or section 
112 of the Internal Revenue Code), then the excess over the adjusted basis of the vessel 
(or of the property having a substituted basis by reference to such vessel), of 

(1) in the case of a sale or exchange, the amount realized; or 
(2) in the case of a distribution or disposition other than by sale or exchange, 
the fair market value of the vessel or property at the time of such distribution or 
disposition; 
shall, to the extent the excess of such additional deposits over the amount of deprecia- 
tion deductions which would otherwise have been allowed, be considered, for the pur- 
poses of the provisions of title I of the Internal Revenue Code, as short-term capital 
gain. For Federal tax purposes, the earnings and profits of any corporation which has 
made such an additional deposit shall not be decreased by the excess of such additional 
deposit for any taxable year over the amount of the depreciation deduction which would 
otherwise have been allowable for such year. The term ‘‘substituted basis’’ as used in 
this section shail have the same meaning as in section 113 (b) (2) of the Internal 
Revenue Code. 

Sec. 607. (d) The Commission shall adopt and prescribe rules and regulations 
for the administration of the reserve funds contemplated by this section and shall 
include therein a definition of the term “net earnings” and the term ‘‘capital 
necessarily employed in the business,” as such terms are employed in this section: 
Provided, however, That the term ‘‘net earnings’ shall take into account as a 
proper accounting charge to operation of vessels expense, an annual depreciation 
charge on the vessels, computed on the economic life of the vessel [being twenty 
years ] as provided in section 607 (b) and the term ‘capital necessarily employed 
in the business”’ shall not include borrowed capital. 

Upon application of the contractor, the Commission, in its discretion, may per- 
mit the investment by the operator of some or all of the contractor’s capital and 
special reserve fund in approved interest-bearing securities, approved by the 
Commission, upon condition that the interest on such securities shall be deposited 
in the capital reserve fund. 

Sec. 805. (c) [No director, officer, or employee (which terms shall be con- 
strued in the broadest sense to include, but not to be limited to, managing trustee 
or other administrative agent) shall receive from any contractor, holding a con- 
tract authorized by title VI or title VII of this act and its affiliate, subsidiary, 
associate, directly or indirectly, wages, salary, allowances of compensation in any 
form for personal services which will result in such person’s receiving a total 
compensation for his personal services from such sources exceeding in amount 
or value $25,000 per annum, and no such person or concern, shall be qualified to 
receive or thereafter to hold any contract under this part, if such person or con- 
cern, its subsidiary, affiliate, or associate pays or causes to be paid, directly or 
indirectly, wages, salary, allowances, or compensation in any form for personal 
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services which result in such person’s receiving a total compensation for his 
personal services from such sources exceeding in amount or value $25,000 per 
annum. J 

In determining the rights and obligations of any contractor under a contract au- 
thorized by title VI or title VII of this Act, no salary for personal services in excess 
of $25,000 per annum paid to a directcr, officer, or employee by said contractor, its 
affiliotes, subsidiary, or associates, shall be taken into account. The terms ‘‘director,”’ 
“‘officer.”’ or “employee” shall be construed in the broadest sense. The term ‘salary’ 
shall include wages and allowances of compensation in any form for personal serv- 
ices which will result in a director, officer, or employee recciving totul compensation 
for his personal services from such sources exceeding in amount of value $25,000 per 
annum. 

Sec. 905. When used in this Act 

+ * * * * + * 

(e) The terms ‘‘United States Maritime Commissicn’’ and ‘‘Commission’’ shall 
mean the Secretary of Commerce, the Maritime Administrator, or the Federal Mari- 
time Board as the context may require to conform to Reorganization Plan No. 21 of 


1950, effective May 24, 1950. 
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NDING THE MERCHANT MARINE ACT, 1936, AS AMENDED, 
URTHER PROMOTE THE DEVELOPMENT AND MAINTENANCE 
"HE AMERICAN MERCHANT MARINE 


Avoust 14 (legislative day, Aucust 1), 1951.—Ordered to be printed 


Mr. Houuanp (for Mr. MaGnuson), from the Committee on Inter- 
state and Foreign Commerce, submitted the following 


SUPPLEMENTARY REPORT 
{To accompany S. 241] 


This report is supplementary to Senate Report 295, filed by the 
Senate Committee on Interstate and Foreign Commerce on Senate 
bill 241, commonly called the long-range shipping bill. 

When your committee filed its report recommending favorable 
action on the long-range shipping bill (S. 241), reference was made 
to a maritime study being conducted by the responsible executive 
departments at the direction of the President. The fruits of that 
study are now available in the form of a report submitted by the Secre- 
tary of Commerce, enclosing a letter of the Director of the Bureau of 
the Budget, approving the recommendations and outlining the pro- 
gram of the President. The report and letter appear in the appendix. 

A careful analysis of the Administration report indicates the basic 
agreement of the executive departments with the objectives of the 
legislation, and the necessity for extending aid and incentives if we 
are to have a ship replacement program that will assure the continua- 
tion and expansion of a privately owned American merchant marine. 
This report was submitted to the Congress after full consideration was 
given to a Treasury Department study of the tax effects of the 1936 
Act. 


ADMINISTRATION RECOMMENDATIONS ON §. 241 


Briefly stated, the Administration report approves the enactment 
into law with minor technical amendments of the following provisions 
of the bill: 

(a) Sections 3 and 6, relating to nonrecourse loans on passenger 
vessels. 

(6) Sections 5, 7, and 8, providing for the purchase and trade-in 
of obsolete vessels. 
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(c) Section 13 to permit the use of construction reserve funds for 
reconstruction and modernization of vessels and in the liquidation 
of purchase money indebtedness. 

(d) Section 13 and section 15 regulating the time within which 
construction reserve funds must be expended or obligated for the con- 
struction, reconstruction, or reconditioning of vessels. 

(e) Section 16 extending the privileges for the use of the construc- 
tion reserve funds for vessels operating on the Great Lakes. 

(f) Section 18, the applicable provisions of 19 and 20 providing for 
the recomputation of the life-expectancy of a reconstructed vessel 
in use under an operating differential subsidy. 

(g) Section 21, permitting payments of salaries to officers and em- 
ployees of subsidized companies in excess of the present limitation 
of $25,000. 

The proposed amendments to the above sections are technical in 
nature and strengthen the legislation. Your committee recommends 
their adoption. 

Recommendations are made in the administration report against 
the enactment, at this time, of the following provisions of the bill: 

(a) Sections 1, 2, and 4 making construction differential subsidies 
available to all vessels engaged in the foreign trade and commerce of 
the United States without regard to the existing requirements as to 
essentiality of service, route, or line to be served by the vessel. 

(6) Sections 9 and 10 to permit the deposit by unsubsidized lines 
of earnings in the construction reserve fund on a tax-deferred basis. 

(c) Section 17 and the applicable provisions of 19 granting to un- 
subsidized and subsidized operators the privilege of accelerated 
amortization at a rate not exceeding 10 percent per annum of the 
adjusted tax basis of the vessel. 


ADDITIONAL ADMINISTRATION RECOMMENDATIONS 


In addition to the foregoing the administration report further 
recommends that section 607 (h) of the 1936 act be amended. Al- 
though this recommendation is generally related to the subject matter 
of the bill, it is not included in the instant legislation. Nevertheless, 
your committee is of the opinion that this important subject should 
be considered at this time. 

Among the many requirements imposed upon the holder of operat- 
ing-differential contracts by the 1936 act is the obligation to maintain 
modern fleets and to replac e obsolete vessels. Another requirement 
is to retain on hand in a liquid fund sufficient moneys to insure the 
recapture of subsidies. For these purposes the law (sec. 607) estab- 
lishes a “capital reserve’? fund and a “special reserve” fund. Into 
these funds, which are subject to control by the Federal Maritime 
Board, the contractor must deposit amounts equal to vessel deprecia- 
tion, proceeds of sales or other disposition of vessels including capital 
gains and all profits in excess of 10 percent of capital necessarily 
employed. In order to provide additional capital for vessel replace- 
ment the law also permits the contractor, with approval of the Board, 
to voluntarily deposit “earnings otherwise available for distribution 
to stockholders.”” Section 607 (h) includes a provision which literally 
interpreted by a court might be construed to exempt the above 
deposits from all Federal taxes. But this exemption clause’has been 
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modified by a voluntary agreement between the subsidized lines and 
the Treasury. Ina closing agreement entered into between the above 
parties in 1947, and approved by the joint congressional committee, 
the lines agreed to substitute a policy of tax deferment in lieu of tax 
exemption. The effect of the closing agreement is discussed in 
Senate Report 2494, Eighty-first Congress, second session, pages 47 
to 50. It will be noted the agreement provides that in the event the 
1936 act is construed by a court to grant tax exemption, the court’s 
decision is to be binding on the parties. 

One of the principal effects of the suggested amendment by the 
executive agencies is to change the act (sec. 607 (h)) to provide that 
for the future, as a matter of law, funds deposited in the capital reserve 
and special reserve funds, on a mandatory or voluntary basis shall be 
tax deferred and not tax exempt. Your committee is in full agreement 
with this objective and recommends adoption of an amendment which 
will achieve this result. 

The second objective of the amendment proposed by the Secretary 
in amending section 607 (h) would be to provide deferment of all Fed- 
eral taxes for capital gains items (sale of ships, etc.), and certain other 
mandatory deposits in the capital reserve fund, and partial tax 
deferment for other deposited earnings and gains. A brief explana- 
tion of the purpose of the amendment, as set forth in the letter from 
the Director of the Bureau of the Budget, follows: 

Specifically, the President requests that there be transmitted to the Congress, 
for its consideration, as proposed amendments to 8. 241, language which would 
have the following effects: 

(a) Granting full tax-deferment benefits on required deposits in the capital 
reserve fund. 

(6) Granting deferment on the normal corporate tax for other deposits of sub- 
sidized operators, without deferment of corporate surtaxes or excess profits taxes. 

(c) Permitting the construction reserve fund of nonsubsidized operators to be 
extended to cover reconstruction and reconditioning of vessels, and extending 
by 1 year the period within which such funds must be committed, without 
broadening the tax benefits applicable to these funds. 

Before commenting on the President’s views in this regard your 
committee desires to point out that the subsidized lines recognize 
that Federal excess profits taxes as a matter of national principle 
should not be deferred. They are to be complimented for their 
attitude in this regard. 


COMMENTS AND RECOMMENDATIONS 


At the time the 1936 act was enacted the most serious problem 
facing shipping was the replacement of ships. This problem, to use 
the language of the recent report made by the Treasury Department, 
“was accentuated by the block obsolesence growing out of the large 
supply of ships built during World War 1.” As pointed out in the 
original report made by your committee, the same replacement 
problem faces us today. Our present fleet, fine as it is, was built 
during World War II. It is becoming old in a block. 

In a current study made by the Federal Maritime Board, the cost 
of replacing the 262 vessels now operated by the subsidized lines is 
estimated to be approximately $1,540,655,150. Funded depreciation 
on deposit in the funds available to pay the replacement costs is 
estimated to be $275,000,000. These ships comprise only one-fifth 
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of the privately owned fleet. The costs of replacing the other four- 
fifths will be comparable. It is a well known fact that outside 
capital for shipping generally is not obtainable. If the money 
necessary to replace the fleet is to be available the reserve funds must 
be built up. The practical way, as fully demonstrated by the opera- 
tion of the 1936 act, is to permit the “plowing back” of earnings. 


CAPITAL AND SPECIAL RESERVE FUNDS (SEC, 607) 


The President and the Secretary of Commerce approve this basic 
principle of the 1936 act. The only difference between the executive 
approach and that of your committee relates to the amounts necessary 
to effectively do the job. Your committee agrees with the administra- 
tion that the principle of full tax deferment as to the subsidized 
operator’s required deposits in the capital reserve fund be continued. 
Your committee does not agree that the deferment of only the normal 
corporate tax as to the deposits of other earnings of subsidized opera- 
tors is sufficient to permit the accumulation of the necessary replace- 
ment funds. If we are to achieve a realistic result it is necessary that 
the deferment of both the corporate normal tax and surtax be retained 
in the law. There is unanimous agreement between the committee 
and administration report that excess profits taxes computed in ac- 
cordance with the recommendations contained in the proposed amend- 
ments to 607 (h), should be paid by the subsidized operators. 


CONSTRUCTION RESERVE FUNDS (SEC. 511) 


What has been said with respect to the necessity of replacing the 
subsidized fleet applies with equal force to the unsubsidized operators. 
Accordingly your committee is of the opinion that section 511 of the 
1936 act should be amended to extend to the unsubsidized operators 
tax benefits similar to those now accorded to subsidized operators. 
In conformity with the position expressed by the administration 
report, your committee recommends that the construction reserve 
funds as now established by the 1936 act, i. e., the right to voluntarily 
deposit, on a fully tax deferred basis, the net proceeds of sales of 
vessels and indemnities from losses of vessels, be retained. Further the 
administration report recommends that ‘‘the construction reserve 
fund of nonsubsidized operators, be extended to cover reconstruction 
and reconditioning of vessels.”’ 

In addition your committee recommends (1) that deferment of 
Federal taxes on receipts in the form of interest on amounts represent- 
ing the net proceeds of sales or indemnities for losses of ships be 
extended to the unsubsidized operators; (2) that the unsubsidized 
operators be permitted to voluntarily deposit other earnings in the 
construction reserve fund with deferment of the corporate normal tax 
and surtax; and (3) that the said operators be required to pay the 
excess-profits taxes on the earnings described in the preceding 
proviso. 

ACCELERATED AMORTIZATION 


Sections 17 and 19 of the bill as originally reported added a new 
section to the 1936 act. It provided for ‘‘accelerated amortization” 
(depreciation) for both unsubsidized and subsidized operators for pur- 
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poses of Federal income and excess profits taxes. In the report of the 
Secretary of Commerce attention is directed to the provisions of the 
Internal Revenue Code which permits the approval of accelerated 
depreciation on facilities essential to the defense mobilization of the 
country. In view of the above provisions the said report recommends 
against the enactment of sections granting accelerated amortization 
at this time. Your committee concurs in this recommendation. 


CONSTRUCTION-DIFFERENTIAL AID 


In recommending against the enactment of sections 1, 2, and 4 of 
the bill at this time the Secretary of Commerce observes that because 
of mobilization and the controls incident thereto, “it appears highly 
improbable that any construction would develop” out of extending the 
eligibility for construction differential subsidies to all vessels to be 
engaged in our foreign trade and commerce. Accordingly the Secre- 
tary recommends that consideration of this subject ‘‘be deferred until 
the international and national economic situations have become more 
stable.”” This position is a clear-cut admission of fact that construc- 
tion aid to that shipping which meets foreign competition is essential 
if we are to have a fleet adequate for our national defense and to serve 
our commerce. To this extent the Executive position conforms com- 
pletely with the conclusions of your committee. 

Mapericnes has shown that long-range planning for shipping is 
required. Plans cannot be deve sloped overnight. As pointed out in 
your committee’s study on maritime problems under Senate Resolu- 
tion 50, Eighty-first Congress (S. Rept. 2494) and in the original 
report on this bill, our shipping cannot successfully compete against 
foreign operators without construction aid. If we are to meet our 
national shipping needs, operators must be in a position to plan ahead. 


SUBSTITUTE AMENDMENT 


In the interest of saving time and to permit a more orderly presen- 
tation of this legislation your committee has prepared a ‘clean 
bill” for consideration. This substitute bill includes the amend- 
ments to S. 241 as herein recommended. A comparative analysis of 
the respective provisions of S. 241, the executive recommendations 
and the substitute bill is set forth in the appendix. 


CONCLUSION 


The need for a strong merchant marine is apparent to everyone. 
The choice before us is a merchant marine privately owned and pri- 
vately operated, with a reasonable amount of Government assistance, 
or nationalization. 

When the Merchant Marine Act of 1936 was adopted, we were 
faced with a similar choice. The Congress and the administration 
then chose the course of private enterprise. This legislation retains 
that concept. 
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AMENDING THE MERCHANT MARINE ACT, 1936 13 


RECOMMENDATIONS OF THE DEPARTMENT OF COMMERCE AND THE MARITIME 
COMMISSION 


DEPARTMENT OF COMMERCE, 
Washington, July 25, 1951. 
The Honorable Epwin C. JoHnson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear SENATOR JOHNSON: The views of the Department of Commerce and the 
Maritime Administration on the bill, 8. 241, the so-called long-range shipping 
bill, have been requested. This bill is to amend the Merchant Marine Act, 1936, 
as amended, to further the development of the American merchant marine, and 
for other purposes. 

The Merchant Marine Act, 1936, has been amended heretofore in a number of 
instances but in no case to as extensive a degree as is contemplated in the proposed 
bill. 

In the light of subsequent developments, it appears that the act as drafted 
in 1935 and 1936 was based on a rather unimaginative belief that the ocean 
shipping situation would remain static and that general economic conditions 
would be substantially stable. The provisions of the act as to foreign competition 
on essential trade routes, as to the requirements of the capital reserve fund, and 
as to tax benefits and replacement programs, all indicate this assumption of 
continued stability. ’ 

Actually within 5 years of the passage of the act we were in World War II 
and have been experiencing a period of major international economic-political 
turmoil since 1941. In the main, however, the 1936 act has served exceedingly 
well as a means of implementing at least to a degree the policy set forth in section 
101 thereof and reaffirmed in section 2 of the Merchant Ship Sales Act of 1946. 

It is true that the benefits of the 1936 act are substantial to one sector of the 
shipping industry and very small in others. The steamship lines established on 
foreign trade routes which have been approved as essential and to which operating- 
differential subsidy contracts have been awarded, are well protected and except 
for radically changed circumstances of some sort or the remote circumstance of 
serious Mismanagement are reasonably assured of survival and moderate income 
for a period of years. 

The Government is in fact a partner in such operations and strongly inclined 
therefore to guard its interests by restricting the number of subsidized lines in 
any service following the policy established in title VI of the act. Actually today, 
of some 842 privately owned or privately operated passenger and dry-cargo ships 
under the American flag, only 248 are approved as eligible for operating-differential 
subsidy. Eligibility for construction-differential subsidy goes hand in hand in the 
law with operating-differential subsidy, i. e., it is limited to ships intended for 
service on particular essential foreign-trade routes. 


Section 1 


The intent of section 1 of the bill as introduced is to extend the eligibility for 
construction-differential subsidy under title V, Merchant Marine Act, 1936, to 
vessels to be used in foreign trade and commerce of the United States without 
regard to the existing requirements as to the essentiality of service, route, or line, 
to be served by the vessels. Under present circumstances of mobilization and the 
material controls incident thereto, it appears highly improbable that any con- 
struction would develop out of this section in the near future. It is accordingly 
recommended that consideration of this section be deferred until the international 
and national economic situations have become more stable. 


Sections 2 and 4 


Sections 2 and 4 of the bill as introduced are supplementary to section 1 and 
enactment should accordingly be deferred until section 1 is considered again. 


Section 3 


Section 3 presents a matter of very considerable importance to the Government 
and to the shipping lines which undertake the purchase and operation of large 
passenger vessels. The section provides that payments due under a purchase 
contract under section 503 would be secured by a first mortgage on the vessel and 
the obligations of the purchaser would be discharged by surrender of the vessel and 
all rights therein to the Government. In view of the urgent need of passenger 
vessels and their value to the Government as troop ships, we recommend approval 
of such section, amended as hereinafter suggested. The considerations in support 
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of this section are clearly set forth on page 9 of Senate Report No. 295, Eighty- 
second Congress. 

In the light of present technological trends the minimum characteristics for 
vessels to be eligible under this provision should be increased so as to provide 
that the minimum ship to be eligible for the benefits of the nonrecourse provisions 
proposed should be not less than 10,000 gross tonnage and not less than 18-knot 
speed with accommodations for not less than 200 passengers and be approved 
by the Secretary of Defense. It should further be provided that the nonrecourse- 
loan provision should be available only with the approval of the Federal Maritime 
Board. The limitation of construction cost of not less than $10,000,000 has 
already ceased to be of substantial significance and since the other limitations 
proposed would guard the section adequately, it is considered that this construc- 
tion cost limit could well be deleted. Subject to the amendments proposed, it is 
recommended that this section be approved. 


Section 6 

Section 5 extends the provisions of section 507 of the act, providing for the 
purchase by the Commission, in its discretion, of a vessel to be replaced by a new 
vessel. Section 507 authorizes the Government to aequire vessels engaged in 
foreign trade which are obsolete or inadequate in such trade. Section 5 would 
amend section 507 to authorize the acquisition of vessels engaged in domestic 
trade. This is believed to be a desirable addition in furthering the maintenance 


of a modern and efficient merchant marine in the over-all and it is recommended 
that it be approved. 


Section 6 


Section 6 of the bill would extend to passenger vessels to be built under section 
509, with mortgage aid, but without construction subsidy, benefits contemplated 
under section 3 for vessels built for foreign trade routes. Under present circum- 
stances it appears improbable that many applicants would attempt to take 
advantage of this extension of the nonrecourse provision. On the other hand, 
there appears no objection to it on the basis of equal treatment and it is accord- 
ingly recommended for approval with the same amendments as in section 3 
relating to approval by the Federal Maritime Board. 

Section 7 

Section 7 stemmed from one of the recommendations of the President’s Advisory 
Committee on the Merchant Marine to assure progressive replacement of the 
large block of war-built tonnage now in the American merchant marine and 
thereby to avoid what will in the not too distant future be an overwhelming block 
obsolescence in the dry-cargo float. As it stands, the section substitutes 12 years 
for 17 vears as the age limit in the definition of the term ‘‘obsolete vessel.’? The 
objectives of the section will have been met by June 30, 1958. It should, therefore, 
be limited in operation to not later than that date. 

It is recommended that sectidn 7 be amended by adding a provision to section 
510 (a) (1) permitting until such date, the Government to acquire for an allowance 
under section 510 vessels 12 years old without regard to the present requirement 
of such vessels being ‘‘obsolete or inadequate for successful operation in the 
domestic or foreign trade of the United States.”’ 


Section 8 


Section 8 merely requires that the allowance rate for use of an obsolete vessel 
pending the availability of the new ship to be fixed for the entire period of such 
use be determined at the time of execution of the contract for the new vessel, 
whereas the present language leaves the date of such determination open. It is 
desirable to fix this rate initially and the section should be approved. 


Sections 9 to 13 


Section 9 of the bill would revise section 511 (b) of the act so as to extend the 
availability of the construction reserve fund approved for nonsubsidized owners 
not only for the construction or acquisition of new vessels but for reconstruction 
and reconditioning of their vessels or for other purposes authorized. This section 
should be approved. 

Section 10 extends to nonsubsidized operators tax-deferred benefits for sums 
deposited in a construction reserve fund corresponding to those provided in 
section 607 (h) for subsidized operators. Section 10 also places limits on the time 
within which earnings from operations may be deposited in order to gain the tax 
benefits. This question is one of difficulty fraught with questions of over-all 
administration policy and principles. 
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The whole question of tax benefits to shipping has been the subject of extensive 
study by the Department of the Treasury and by the Maritime Administration. 

In view of the mobilization emergency and the uncertain and constantly shifting 
conditions in the shipping industry it would be dangerous to disrupt sharply the 
operation of the 1936 act. 

In view of those conditions, it would be most inadvisable to repeal any provisions 
of the act requiring deposits on the part of subsidized operators or permitting 
voluntary deposits by either subsidized or unsubsidized operators. To do so 
would weaken the fundamental strength of the 1936 act, which is to assure the 
availability of funds for the replacement and additions to subsidized operators’ 
fleets, to encourage such replacements and additions in the case of nonsubsidized 
operators, and to develop and maintain a modern merchant marine available for 
use in times of emergency and in periods of time when earnings are small or non- 
existent. 

The President has advised that it appears desirable as a matter of tax policy, 
to effect certain adjustments in the tax provisions of the Merchant Marine Act, 
1936. Specifically, the President requests that there be transmitted for your con- 
sideration amendments to the bill S. 241, which would have the following effects: 

(a) Granting full tax deferment benefits on required deposits in the capital 
reserve fund. 

(6) Granting deferment on the normal corporate tax for other deposits 
of subsidized operators, without deferment of corporate surtaxes or excess- 
profits taxes. 

(c) Permitting the construction reserve fund of nonsubsidized operators 
to be extended to cover reconstruction and reconditioning of vessels, and 
extending by 1 year the period within which such funds must be committed, 
without broadening the tax benefits applicable to these funds. 

The attached draft of amendments to S. 241 includes amendments to section 
607 of the 1936 act designed to carry out these policies. 

We recommend approval of the amendments to section 511 which permit the 
use of construction reserve fund moneys, not only for construction or acquisition 
of new vessels as under existing law, but also for the reconstruction and recondi- 
tioning of vessels, and for the liquidation of purchase money indebtedness. 

The amendments to section 511 extending the time of required commitment 
of deposits to avoid the imposition of taxes at the established rate seem reason- 
able under the circumstances. The net effect would be to extend the present 
2-year fixed original period to 3 years, thus permitting an aggregate commitment 
period of 5 years, if the maritime agency exercises its discretion to approve an 
additional extension for periods not exceeding 2 years in the aggregate. 

While present time limitations on the commitment of funds for new construc- 
tion or reconstruction seem fairly liberal, experience has shown that unforeseen 
difficulties tend to postpone the new construction, and protection is afforded the 
Government by the requirement that funds not used or committed within the 
requirements of the section are taxable as of the time of withdrawal, thereby 
placing a considerable risk on the depositor in respect of increased, rather than 
decreased, tax rates. 


Section 14 


The material covered in section 14 of the bill as introduced has already been 
enacted into law. (See Public Law 50, 8lst Cong., approved April 20, 1949.) 


Section 16 


Section 15 is a technical amendment to recognize the fact that the capital- 
stock tax and the declared value excess-profits tax have been repealed as with 
respect to taxable years ending after June 30, 1945, and that the 1.1-percent tax 
provided in original section 511 (i) was impliedly repealed. This section reeog- 
nizes this situation and clarifies the law. This section should be approved. 
Section 16 


Section 16 grants the privileges of section 511 of the act as to the establish- 
ment of construction reserve funds, etc., specifically to cover reconstruction and 
reconditioning or modernization of vessels for exclusive use on the Great Lakes, 
including the St. Lawrenee River and Gulf, and provides such vessels shall be 
deemed to be new vessels in the meaning of the section. This is considered to be 
a desirable addition and should be approved. 

Section 17 


Section 17 of the bill would add a new section 512 to title V of the 1936 act and 
would provide for ‘‘accelerated depreciation’? for the vessels of nonsubsidized 
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operators for purposes of Federal income and excess-profit taxes. In view of the 
provisions of the Internal Revenue Code, as amended, which permit the approval 
of accelerated depreciation on facilities essential to the defense mobilization of 
the country, the addition of this section to the Merchant Marine Act, 1936, does 
not appear to be necessary at this time. 

Sections 18 and 20 


Sections 18 and 20 of the bill are amendments to sections 606 (5) and 607 (d) 
to bring them in conformity with the amendment to section 607 (b) proposed in 
section 19 discussed in the next paragraph. 

Section 19 


Section 19, clause (1), amends section 607 of the act to permit the recomputation 
of life expectancy of a reconstructed vessel in use under operating-subsidy contract 
for the purpose of determining the amount of annual depreciation to be deposited 
in the capital reserve fund on a reconstructed vessel. The act requires that the 
deposit be made on the original basis of 20-year life of the vessel and in the pro- 
posed amendment the depreciation charges would be adjusted for a redetermined 
life expectancy. It is recommended that this amendment be approved subject to a 
proviso that the life expectancy shall be determined by joint action of the Federal 
Maritime Board and Treasury Department. 

Section 19, clauses (2) and (3), of the bill includes a second amendment which, 
in effect, would grant subsidized operators the right to deposit accelerated depre- 
ciation as provided for nonsubsidized operators under section 17 in construction 
reserve funds. In view of the comment on section 17, this amendment in section 
19 is not considered necessary at the present time. 

Section 21 

Section 21 of the bill amends section 805 (c) of the 1936 act to permit payment 
of salaries by subsidized operators in excess of the present limitation of $25,000, 
with the proviso, however, that for the purposes of determining the Govern- 
ment’s rights under the subsidy contracts, the $25,000 limitation continues to 
apply. In view of the recognized increase of salary levels since the enactment of 
the 1936 act, and more particularly since 1939, it seems that this amendment ap- 
pears reasonable and not in violation of the original intent of the section in ques- 
tion to prevent carelessly liberal expenditure of funds of a subsidized operator. 
Section 22 

Section 22 of the bill amends section 905 of the 1936 act and the proposed 
amendments in accord with Reorganization Plan No. 21 of 1950, effective May 
24, 1950, which abolished the United States Maritime Commission and created 
the Federal Maritime Board and the Maritime Administration in the Depart- 
ment of Commerce. 

There is enclosed herewith a draft of amendments to the bill S. 241 in aecord- 
ance with the above recommendations and the advice of the President with re- 
spect to tax modifications. This draft includes technical and clarifying amend- 
ments made necessary by the substantive amendments. 

For your information there is enclosed a copy of a letter from the Director, 
Bureau of the Budget, containing the advice of the President with respect to the 
bill S. 241 and the views of this Department thereon. 

Sincerely yours, 
(Signed) Tuos. W. Davis, 
Acting Secretary of Commerce, 


AMENDMENTS PROPOSED TO S. 241 (As REPORTED) 


Page 1: Strike out lines 3 through 10. 

Page 2: Strike out lines 1 through 22 and insert in lieu thereof: ‘“That section 
503 of the Merchant Marine Act, 1936, as amended, is amended by (1)”’. 

Page 3, line 8: Strike out the words ‘‘the date of enactment of this amendatory 
Act” and insert ‘‘March 8, 1946’’. 

Page 3, line 10: Strike out “‘seven”’ and insert ‘‘ten’’. 

Page 3, line 11: Strike out “‘sixteen” and insert ‘‘eighteen’’. 

Page 3, line 13: Strike out “‘(1V) has a total construction cost of not less than 
$10,000,000, and (V)” and insert in lieu thereof: ‘and (IV)’’. 

Page 3, lines 14 and 15: Strike out ““Navy Department” and insert ‘Secretary 
of Defense’. 

Page 3, line 15: Strike out ‘‘shall’” and insert in lieu thereof “may, with the 
approval of the Commission,’’. 
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Page 3, line 18: Strike out the words ‘‘The sole recourse” and insert in lieu 
thereof the following: ‘‘With the approval of the Commission, such first preferred 
mortgage may provide that the sole recourse” 

Page 4: Strike out lines 12 through 19. 

Page 4, line 20: Strike out ‘‘Sec. 5” and insert in lieu thereof “Src. 2’’. 

Page 4, line 23: Strike out ‘‘Sec. 6” and insert in lieu thereof ‘Sec. 3’’. 

Page 5, line 20: Strike out ‘“‘shall’’ and insert in lieu thereof: ‘“‘may with the 
approval of the Commission”’ 

Page 5: Strike out lines 23 through 25 and insert in lieu thereof the following: 

“Src. 4. Paragraph (1) of section 510 (a) of such Act is amended by inserting 
before the period at the end thereof a colon and the following: Provided, That 
until June 30, 1958, the term ‘obsolete vessel’ shall mean a vessel or vessels, each 
of which (A) is of not less than one thousand three hundred and fifty gross tons, 
(B) is not less than twelve years old, and (C) is owned by a citizen or citizens of 
the United States and has been owned by such citizen or citizens for at least three 
years immediately prior to the date of acquisition hereunder.” 

Page 6, line 1: Strike out “Src. 8’’ and insert “Sec. 5”’ 

Page 6, line 6: Strike out ‘‘Sec. 9”’ and insert ‘ ‘Src 6? 

Page 7, line 9: Strike out ‘Sec. 10” and insert “Sec. 7’’. 

Page 7, line 10: Strike out lines 10 to 16 and the part of line 16 preceding the 
word “by” 

Page 7, line 20: Beginning with the word “except” strike out through line 25, 
and on page 8 strike out all of lines 1, 2, and 3 down to the period in line 3. 

Page 8, line 4: Strike out “Sec. 11’’ and insert “Sec. 8” 

Page 8, line 16: Strike out the comma and the words “earnings, or receipts” 

Page 8, line 17: Strike out the sentence beginning in line 17, and strike out all 
of lines 1 through 19 on page 9. 

Page 9, wy 20: Strike out all of section 12 beginning in line 20 and ending on 
page 10, line 4 

Page 10, line 5: Strike out “Sec. 13” and insert “Src. 9”. 

Page 10, line 24: Strike out the parenthetical clause. 

Page 11, line 22: Strike out all of lines 22, 23, and 24, and on page 12 strike 
out lines 1 through 10. 

Page 12, line 11: Strike out ‘‘(3)”’ and insert ‘‘(2)”’ 

Page 12, line 21: Strike out the proviso beginning in line 21 through line 25, 
and on page 13 strike out all of lines 1 through 11. 

Page 13, line 12: Strike out all of section 14. 

Page 13, line 17: Strike out “Sec. 15” and insert ‘Sec. 10’. 

Page 13, line 17: Strike out ‘‘(1)’’, all of lines 18 and 19, and strike out ‘(2)”’ 
in line 20. 

Page 14, line 1: Strike out ‘Src. 16” and insert ‘Sec. 11’. 

Page 14, lines 7 and 8: Strike out the words “by an affirmative vote of not less 
than three members”’ 

Page 14, line 14: Strike out all of section 17 through page 19, line 11. 

Page 19, line 12: Strike out “Sec. 18” and insert “Sec. 12’’. 

Page 19, line 17: Strike out ‘‘Sec. 19” and insert ‘Sec. 13”’. 

Page 20, line 2: Strike out ‘‘by the’ and insert ‘‘jointly by the Secretary of the 
Treasury and the” 

Page 20, line 4: Before the word ‘‘determined”’ insert the word ‘“‘so’’. 

Page 20, line 4: Insert a period after the word “determined’’, strike out the rest 
of the line and strike out all of lines 5 through 25 on page 20, strike out all of page 
21, and strike out lines 1 through 21 on page 22. 

Page 22, line 22: Strike out “Src. 20” and insert ‘Src. 14’’. 

Page 23, line 1: Strike out “Sec. 21” and insert “Src. 15’’. 

Page 23, line 15: Strike out “Src. 22” and insert “Sec. 18” 

Page 23: Insert between lines 14 and 15 new sections to read as follows: 

“Sec. 16. Section 607 (h) of such Act is amended, effective with respect to 
taxable vears ending after July 31, 1951, to read as follows: 

““*th) The earnings or gains of any contractor receiving an operating- 
differential subsidy under authority of this Act, which are deposited in 
the contractor’s reserve funds as provided in this section, shall be treated as 
follows for Federal tax purposes: 

**(1) Amounts required to be deposited as depreciation in the capital 
reserve fund shall be deductible in computing income subject to income 
and excess profits taxes. 

‘*(2) The proceeds of any insurance or indemnities received by the 
contractor on account of the total loss of subsidized vessel and the pro- 
ceeds of any sale or other disposition of a subsidized vessel, to the extent 
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such proceeds represent gain, and earnings or gains on amounts deposited 
in the capital reserve fund (other than amounts transferred from the 
special reserve fund) shall not be recognized for income or excess profits 
tax purposes. 

“““(3) Amounts deposited as depreciation in the capital reserve fund 
which exceed the depreciation which would be allowed under the Internal 
Revenue Code (assuming the life expectancy determined under section 
607 (b)) and amounts described in paragraph (2) which are not recognized 
for tax purposes, shall not be recognized in the determination of the tax 
basis of any property in the acquisition, construction, or reconstruction 
of which such amounts are expended or in the determination of equity 
capital or total assets for excess profits tax purposes. 

““*(4) Earnings deposited in the capital reserve fund, other than the 
amounts described in paragraphs (1) and (2), and earnings deposited in 
the special reserve fund shall be treated as ‘‘partially tax deferred.” 
‘“‘Partially tax deferred’’ earnings shall not be recognized for purposes 
of the normal tax on corporations, but shall be recognized for purposes 
of the surtax and excess profits tax imposed upon corporations. ‘‘Par- 
tially tax deferred’? amounts shall not include capital gains deposited 
in the capital reserve fund or the special reserve fund. 

‘““*(5) Amounts treated as ‘“‘partially tax deferred’’ under paragraph 
(4) shall be recognized in the determination of the tax basis of any prop- 
erty acquired, constructed, or reconstructed therewith and in the deter- 
mination of equity capital or total assets for excess tax purposes as 
follows: 

““*(A) So much of the “partially tax deferred’’ deposit in any 
year as would be subject, but for paragraph (4), only to the normal 
tax shall not be recognized in determining basis or in determining 
equity capital or total assets for excess profits purposes, and 

““*(B) The amount of the “partially tax deferred” deposit in 
excess of the portion of the deposit described in the preceding sub- 
paragraph shall be recognized in the determination of basis and in 
the determination of equity capital or total assets for excess profits 
tax purposes in such proportion as the sum of the surtax and the 
excess profits tax attributable to such amount bears to the total tax 
which would have been imposed on such amount but for para- 
graph (4). 

If “partially tax deferred” amounts are used to reduce indebtedness, 
proper adjustment shall be made in the basis of the property subject to 
the indebtedness. 

“*(6) In computing the net income of the contractor for income 
and excess profits tax purposes— 

“““(A) The amount of operating-differential subsidy accrual pay- 
able to the contractor for any taxable year, including amounts with- 
held by the Commission, shall be included in the income of the con- 
tractor for such year; 

“*(B) A deduction shall be allowed for the taxable year in the 
amount of subsidy reimbursement determined by the Commission 
to be chargeable to the contractor for such year, and 

““*(C) Any amount previously withheld from subsidy payments 
to offset such reimbursement liability which is released and paid to 
the contractor shall be included in the income of the contractor in 
the year in which paid. 

‘¢*(7) Earnings or gains on deposit in the reserve funds at the ter- 
mination of the contract, or withdrawn from the special reserve fund and 
paid into the contractor’s general funds (other than for reimbursement 
of operating losses as provided under section 607 (c)) or distributed as 
dividends or bonuses, shall be taxable as follows: 

“*(A) “Partially tax deferred’ amounts shall, in the year of 
termination or withdrawal, be subject to the amount of normal 
tax which would have been imposed but for this section in the 
year in which such amounts were deposited, and 

*“*(B) Other earnings or gains shall, to the extent not taxable upon 
deposit in the funds, be taxable, in the year of termination or with- 
drawal, under the tax rates and provisions applicable in the year 
of deposit. 

Amounts withdrawn from the special reserve fund and used to reim- 
burse the contractor’s general funds for operating losses under section 
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607 (c) shall, to the extent such amount would not be recognized in the 
determination of tax basis under paragraph (5) or under the provisions 
of any closing agreement entered into between the contractor and the 
Bureau of Internal Revenue applicable with respect to deposits made 
prior to the first taxable year ending after July 31, 1951, be included in 
income of the contractor in the year of withdrawal from the fund. 

(8) Amounts deposited in the capital or special reserve funds shall 
not constitute an accumulation of earnings or profits within the meaning 
of section 102 of the Internal Revenue Code. 

(9) In computing the net operating loss deduction of the contractor 
under section 122 of the Internal Revenue Code— 

***(A) The gross income of the contractor for purposes of section 
122 (a) and the net income of the contractor for purposes of section 
122 (b) and (c) shall include amounts treated as “partially tax de- 
ferred’”’ under paragraph (4); 

““*(B) The normal-tax net income of the contractor for purposes 
of on 122 (c) shall be an amount equal to the surtax net income; 
anc 

***(C) The net income of the contractor, for purposes of the com- 
putation under section 122 (c), shall be increased by the amount of 
interest on obligations of the United States or its instrumentalities 
described in section 26 (a). 

***(10) The excess profits credit of the contractor shall be determined 
in accordance with the following provisions: 

“© *(A) The average base period net income of the contractor shall 
be computed by including in excess profits net income determined 
under section 433 (b) of the Internal Revenue Code for any taxable 
year the amount of earnings (not including capital gains) deposited 
by the contractor in the reserve funds in such year other than: 

***(j) Required deposits of depreciation, 

“ *Gi) The amount of subsidy reimbursement determined by 
the Commission to be chargeable to the contractor. for such 
year, and 

“*Gii) Earnings on amounts deposited in the capital reserve 
fund (other than amounts transferred from the special reserve 
fund); 

““*(B) The equity capital of the contractor for purposes of sec- 
tion 437 (c) of the Internal Revenue Code and the total assets of 
the contractor for purposes of sections 435 (e) (3), 440 (b) and 
442 (f) of the Internal Revenue Code shall be computed by deter- 
mining, to the extent applicable, the adjusted basis of assets of 
the contractor in accordance with the provisions of paragraphs (3) 
and (5) or the provisions of any closing agreement entered into by 
the contractor and the Bureau of Internal Revenue applicable 
with respect to amounts deposited in the reserve funds prior to 
the first taxable year ending after July 31, 1951, and by attributing 
to amounts on deposit in the reserve funds the basis which would 
be attributed, under paragraphs (3) and (5) or under such closing 
agreement, to property acquired therewith. 

(11) For the purposes of this section, amounts withdrawn from the 
reserve funds or expended in accordance with the purposes of such funds 
a be considered to represent the deposits in such funds in the order of 

eposit.’ ”’ 
Src. 17. Section 607 (g) of such Act is amended by adding at the end thereof the 
following new sentence: 

“If a voluntary deposit of earnings approved by the Commission under this 
subsection after December 31, 1950, results in an overpayment of Federal 
taxes for any year, interest shall not be allowed on such overpayment for 
any period prior to the date of approval of the deposit by the Commission.’ 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeET, 
July 23, 1951. 
The honorable the SecrETaARY OF COMMERCE. 

My Dear Mr. Secretary: Receipt is acknowledged of your letter of July 16, 
1951, transmitting the views of the Department of Commerce and the Maritime 
Administration on 8. 241 which is known as the long-range shipping bill, and 
which is entitled, ‘“To amend the Merchant Marine Act of 1936, as amended, to 
further promote the development and maintenance of the American merchant 
marine, and for other purposes.” 

In accordance with instructions received at the time of presentation to the 
President of the report of the Treasury Department, entitled “Scope and Effect 
of Tax Benefits Provided the Maritime Industry,’”’ your views have been com- 
municated to the President, and I have been authorized by him to advise you as 
follows: 

1. There is no objection to the transmittal to the Congress, for its considera- 
tion, of such report on §S. 241 as you may deem appropriate. However, in the 
light of infortnation set forth in the Treasury study and as a result of subsequent 
conferences thereon, it would appear desirable as a matter of tax policy to effect 
certain adjustments in the tax provisions of the Merchant Marine Act. Spe- 
cifically, the President requests that there be transmitted to the Congress, for 
its consideration, as proposed amendments to 8. 241, language which would have 
the following effects: 

(a) Granting full tax-deferment benefits on required deposits in the capital 
reserve fund. 

(b) Granting deferment on the normal corporate tax for other deposits of 
subsidized operators, without deferment of corporate surtaxes or excess 
profits taxes. 

(c) Permitting the construction reserve fund of nonsubsidized operators 
to be extended to cover reconstruction and reconditioning of vessels, and 
extending by 1 year the period within which such funds must be committed, 
without broadening the tax benefits applicable to these funds. 

Staff of this Bureau and of the Treasury Department would be glad to cooperate 
with you in the preparation of amendments designed to accomplish these purposes. 

2. With respect to the other provisions of §. 241, the President concurs in the 
positions taken and the recommendations made in your report. In particular, it 
seems wise to defer at this time, without prejudice, the extension of construction 
subsidies for vessels other than those to be used on essential trade routes, for the 
reasons set forth in your report. Similarly, it appears unnecessary for the reasons 
set forth in vour report, to take action at this time on the accelerated depreciation 
provisions of section 17 and a portion of section 19 of the bill. 

Except as indicated above, the provisions of 8. 241 are without objection and 
enactment of the measure, if amended in accordance with this letter, would be in 
accord with the program of the President. 

In view of the fact that S. 241 is now pending on the Senate calendar and early 
action on a companion bill may be desired by the House Committee on Merchant 
Marine and Fisheries, the President requests that your report, this statement of 
his views, and the text of suggested amendments, be transmitted to the appropriate 
committees at the earliest practicable time. 

Sincerely yours, 

(Signed) F. J. Lawron, 
Director. 
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Mr. Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany 8. 945] 


The Committee on the District of Cotumbia, to whom was referred 
the bill (S. 945) to amend the District of Columbia Teachers’ Salary 
Act of 1947, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do 
pass. 

The amendment is as follows: 

Strike out all after the enacting clause and in lieu thereof insert 
the following: 


That article II, section 1, of the District of Columbia Teachers’ Salary Act of 
1947, as amended, is amended by inserting before ‘“‘Class 14—Assistant Principals 
in Junior High Schools” a new class to read as follows: 

“Ciass 13A—Assistants, Consultants, and Supervisors.—-A basic salary of 
$4,330 per year with an annual increase in salary of $100 for ten years, or until a 
maximum salary of $5,330 per year is reached.”’ 

Sec. 2. The third sentence of section 2 of such Act, as amended, is amended 
(a) by striking therefrom ‘‘Except as hereinafter provided in this section,’ and 
inserting in lieu thereof ‘‘After July 1, 1947,’’; (b) by striking the colon preceding 
the first proviso, and inserting in lieu thereof a period; and (ec) by striking there- 
from the first proviso and so much of the second proviso as reads: ‘“‘ And provided 
further, however, That’. 

Sec. 3. (a) Section 3 of such Act, as amended, is amended by striking out from 
the proviso the word “‘year’’ and inserting in lieu thereof the words ‘“‘two years’’. 

(b) This section shall take effect on the first day of July next following the 
date of enactment of this Act. 

Sec. 4. Section 4 of such Act, as amended, is amended by striking out from the 
first sentence thereof the following: ‘‘, except as provided in section 2 of this 
At.”’. 

Src. 5. Paragraphs (e), (f), (g), (h), (kK), (1), (m), (n), (0), (p), and (ab) of section 
6 of such Act, as amended, are amended to read as follows: 

“‘(e) Teachers in junior high schools, now assigned to salary class 2, group C, 
shall be transferred and assigned to salary class 2, group C, of the foregoing 
schedule; 
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“‘(f) Teachers in junior high schools, now assigned to salary class 2, group D, 
shall be transferred and assigned to salary class 2, group C, of the foregoing 
schedule; 

‘“‘(g) Teachers in senior high schools, now assigned to salary class 3, group A, 
shall be transferred and assigned to salary class 3, grouip C, of the foregoing 
schedule; 

‘“‘(h) Teachers in senior high schools, now assigned to salary class 3, group B, 
shall be transferred and assigned to salary class 3, group C, of the foregoing 
schedule; 

““(k) Teachers in vocational or trade schools shall be transferred and assigned 
as follows: 

(1) Vocational school teachers now assigned to salary class 5, group A, shall 
be transferred and assigned to salary class 5, group A, of the foregoing schedule; 

*“(2) Vocational school teachers now assigned to salary class 5, group B, shall 
be transferred and assigned to salary class 5, group A, of the foregoing schedule; 

‘“*(3) Vocational school teachers now assigned to salary class 5, group C, shall 
be transferred and assigned to salary class 5, group C, of the foregoing schedule; 
and 

“*(4) Vocational school teachers now assigned to salary class 5, group D, shall 
be transferred and assigned to salary class 5, group C, of the foregoing schedule; 

““(1) Research assistants shall be transferred and assigned as follows: 

‘“(1) Research assistants now assigned to salary class 6, group A, shall be 
transferred and assigned to salary class 6, group A, of the foregoing schedule; 

(2) Research assistants now assigned to salary class 6, group B, shall be trans- 
ferred and assigned to salary class 6, group A of the foregoing schedule; 

(3) Research assistants now assigned to salary class 6, group C, shall be trans- 
ferred and assigned to salary class 6, group C, of the foregoing schedule; and 

(4) Research assistants now assigned to salary class 6, group D, shall be trans- 
ferred and assigned to salary class 6, group C, of the foregoing schedule; 

‘‘(m) Instructors in the teachers colleges now assigned to salary class 7, group A, 
shall be transferred and assigned to salary class 7, group C, of the foregoing 
schedule; 

‘“‘(n) Instructors in the teachers colleges now assigned to salary class 7, group B, 
shall be transferred and assigned to salary class 7, group C, of the foregoing 
schedule; 

‘“‘(o) Librarians in the teachers colleges now assigned to salary class 8, group A, 
shall be transferred and assigned to salary class 8, group C, of the foregoing 
schedule. 

‘“‘(p) Librarians in the teachers colleges now assigned to salary class 8, group B, 
shall be transferred and assigned to salary class 8, group C, of the foregoing 
schedule; 

“(ab) Supervisors of penmanship now assigned to salary class 7, group B, shall 
be transferred and assigned to salary class 7, group C, of the foregoing schedule 
with the title of instruetor in the teachers colleges;’’. 

Sec. 6. Section 7 of such Act, as amended, is amended to read as follows: 

“Sec. 7. On July 1, 1948, and on the first day of each fiscal year thereafter, 
if his work is satisfactory, every permanent teacher, school officer, or other 
employee shall receive an annual increase in salary within his salary class or 
position as hereinbefore provided without action of the Board of Education. A 
program of in-service training under regulations to be formulated by the Board 
of Education shall be established to promote continuous professional growth 
among the teachers, school officers, and other employees.”’ 

Sec. 7. Section 9 of such Act, as amended, is amended to read as follows: 

“Sec. 9. (a) Every teacher, librarian, research assistant, and instructor in the 
teachers colleges in the service of the Board of Education on June 30, 1947, shall 
be transferred and assigned either to group A or to group C in salary classes | to 8, 
inclusive, in accordance with the provisions of section 6 of this Act. Every 
teacher, librarian, research assistant, counselor, and instructor in the teachers 
colleges appointed on or after July 1, 1947, shall be assigned according to eligi- 
bility either to group A or to group C if the salary class to which he is appointed 
be divided into group A and group C. Every teacher, librarian, research assist- 
ant, and counselor transferred and assigned on July 1, 1947, to a group A, or 
appointed to group A on July 1, 1947, or thereafter shall be promoted to group C 
on the basis of documentary evidence establishing the attainment of a recog- 
nized master’s degree: Provided, That after June 30, 1948, all promotions to 
group C shall be made on the first day of the month immediately following the 
date on which documentary evidence is submitted to the Board of Education 
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establishing to the Board’s satisfaction the attainment of a recognized master’s 
degree. 

‘(b) Notwithstanding any provision of this Act to the contrary, the Board of 
Education is authorized to promote school librarians in the service of the Board 
of Education on permanent tenure on July 1, 1950, to class 4, group C, without 
requiring such librarians to have a master’s degree and to appoint or promote 
vocational high school shop teachers to class 5, group C, without requiring such 
teachers tO have a master’s degree.” 

Sec. 8 Section 13 of such Act, as amended, is amended to read as follows: 

“Sec. 18. There shall be appointed by the Board of Education, on the recom- 
mendation of the Superintendent of Schools, a chief examiner for the board of 
examiners for white schools and a chief examiner for the board of examiners for 
colored schools. All members of the respective boards of examiners shall serve 
without additional compensation.”’ 

Sec. 9. Appropriations to carry out, after June 30, 1951, the purposes of sec- 
tions 2, 4, and 5 of this Act, and so much of section 7 of this Act as relates to sub- 
section (a) of section 9 of the District of Columbia Teachers’ Salary Act of 19-47, 
as amended, are authorized. The appropriations for general administration, 
general supervision and instruction, and vocational education, George-Barden 
program, under the caption ‘Public Schools’’ contained in the District of Columbia 
Appropriation Act of 1950, approved June 29, 1949, and in the District of Columbia 
Appropriation Act of 1951, approved July 18, 1950, are hereby made available for 
carrying out the purposes of such sections of this Act for periods prior to July 
1, 1951. 

Sec. 10. Sections 2, 4, and 5 of this Act, and so much of section 7 of this Act 
as relates to subsection (a) of section 9 of the District of Columbia Teachers’ 
Salary Act of 1947, as amended, shall take effect July 1, 1947. 

The purpose of the bill, as amended, is to correct certain inequities 
in the District of Columbia Teachers Salary Act of 1947. It changes 
existing law in the following respects: 

(1) A new salary class of ‘‘assistants, consultants, and supervisors,”’ 
with a salary grade below that of principal, but higher than that of 
teacher. The amendment was recommended by the Senate Appro- 
priations Subcommittee; it is designed to allow somewhat higher 
salaries for about 20 assistants, consultants, and supervisors, without 
the necessity of promoting them to the grade of school principal. 
The annual cost of this amendment will be approximately $2,000 
annually for 5 years. 

(2) The Teachers Salary Act of 1947 requires that all teachers at 
higher salary levels must have a master’s degree. The Board of 
Education has had difficulty in recruiting librarians and vocational- 
high-school-shop teachers with this qualification. Section 2 of the 
proposed bill would allow the promotion of 5 librarians and approxi- 
mately 25 vocational-shop teachers without the requirement of 
master’s degree, at an annual cost of $5,000 for 5 years. 

(3) The bill would increase the probationary period of service from 
1 year to 2 years. This is consistent with practice in other cities. 

(4) Under present law, teachers may receive annual increases 
(hes 5 years) only by producing evidence of successful teaching, in 
the case of a teacher, or outstanding service, in the case of a school 
officer or other employee. The proposed bill would eliminate this 
requirement, but would require that the teacher’s or officer’s work be 
satisfactory. 

(5) Under present law there is an associate superintendent and a 
chief examiner for schools for white children in the District; the 
associate superintendent in charge of colored schools is also required 
to act as chief examiner. The bill would create a new position of 
chief examiner for colored schools, at an initial cost of $5,300 annually. 
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(6) Under the Teachers Salary Act of 1947, a master’s degree was 
required for teaching positions in certain salary classes. Prior to 
passage of the act, “approximately 260 teachers had satisfactorily 
demonstrated that they had experience and training equivalent to 
a master’s degree, but under the provisions of the act, they were not 
eligible to continue in the positions they had occupied. The bill 
would allow teachers who, on June 30, 1947, held a teaching position 
requiring a master’s degree, or the equivalent of such a degree, to 
be continued in such positions. Sections 2.and 3 of the bill effect 
such change. The annual cost will not exceed $125,000. 

The legislation has the approval of the Board of Education of the 
District of Columbia, the Board of Commissioners of the District, and 
of the Bureau of the Budget. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


TITLE I—SALARY SCHEDULES 


¢ 
Section 1. That on and after July 1, 1947, the salaries of teachers, school 
officers, and certain other employees of the Board of Education of the District of 
Columbia shall be as follows, and, wherever the term ‘‘other employees’”’ is used in 
this Act, it shall be interpreted to include only those employees of the Board of 
Education whose positions are included in the following schedule: 


ARTICLE I—SALARIES OF TEACHERS, SCHOOL LIBRARIANS, RESEARCH ASSISTANTS, 
AND COUNSELORS 


CLASS 1-—-TEACHERS IN ELEMENTARY SCHOOLS 


Group A: A basie salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per vear is reached. 
Group C: A basie salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,500 per vear is reached. 


CLASS 2-—-TEACHERS IN JUNIOR HIGH SCHOOLS 


Group A: A basie salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 
Group C: A basie salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen vears, or until a maximum salary of $4,500 per year is reached. 


CLASS 3— TEACHERS IN SENIOR HIGH SCHOOLS 


Group A: A basic salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 
Group C: A basie salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,500 per year is reached. 


CLASS 4—SCHOOL LIBRARIANS 


Group A: A basic salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 

Group C: A basic salary of $3,000 per year, with an annual increase of $100 in 
salary for fifteen vears, or until a maximum salary of $1,500 per vear is reached. 


CLASS 5—TEACHERS IN VOCATIONAL HIGH SCHOOLS 


Group A: A basic salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 
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Group C: A basic salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,500 per year is reached. 


CLASS 6—RESEARCH ASSISTANTS AND COUNSELORS 


Group A: A basie salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 
Group C: A basic salary of $3,000 per year, with an annua! increase in salary 


of $100 for fifteen years, or until a maximum salary of $4,500 per year is reached. 
CLASS 7—INSTRUCTORS IN TEACHERS COLLEGES 

Group A: A basic salary of $2,500 per year, with an annual increase in salary 

of $100 for fifteen years, or until a maximum salary of $4,000 per vear is reached. 


Group C: A basic salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,500 per vear is reached. 


CLASS 8—LIBRARIANS IN TEACHERS COLLEGES 
Group A: A basic salary of $2,500 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,000 per year is reached. 


Group C: A basie salary of $3,000 per year, with an annual increase in salary 
of $100 for fifteen years, or until a maximum salary of $4,500 per year is reached. 


CLASS 9%-—-CHIEF LIBRARIANS IN TEACHERS COLLEGES 


A basic salary of $4,100 per year, with an annual increase in salary of $100 
for ten years, or until a maximum salary of $5,100 per year is reached. 


CLASS 10 ASSISTANT PROFESSORS IN TEACHERS COLLEGES 


A basic salary of $4,100 per year, with an annual increase in salary ¢ 
for ten years, or until a maximum salary of $5,100 per year is reached. 


=> 


$100 


CLASS i ASSOCIATE PROFESSORS IN TEACHERS COLLEGES 


A basic salary of $4,500 per year, with an annual increase in salary « 
for ten years, or until a maximum salary of $5,500 per year is reached. 


$100 


CLASS 12——-PROFESSORS IN TEACHERS COLLEGES 


A basic salary of $5,000 per year, with an annual increase in salary of $100 
for ten years, or until a maximum salary of $6,000 per vear is reached. 


ARTICLE II—SALARIES OF ADMINISTRATIVE AND SUPERVISORY OFFICERS 
AND EMPLOYEES IN THE DEPARTMENT OF SCHOOL ATTENDANCE AND WoRK 
PERMITS 


CLASS 13-—PRINCIPALS IN ELEMENTARY SCHOOLS AND PRINCIPALS IN AMERICAN- 
IZATION SCHOOLS 


A basic salary of $4,300 per vear, with an annual increase in salary of $100 
for ten years, or until a maximum salary of $5,300 per year is reached. 


CLASS 18A——-ASSISTANTS, CONSULTANTS, AND SUPERVISORS 


A basic salary of $4,330 per year with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,330 per year is reached, 


CLASS 14-—ASSISTANT PRINCIPALS IN JUNIOR HIGH SCHOOLS 


A basic salary of $4,300 per vear, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,300 per year is reached. 


CLASS 15-——ASSISTANT PRINCIPALS IN VOCATIONAL HIGH SCHOOLS 


A basic salary of $4,300 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,300 per year is reached. 








6 AMEND THE DISTRICT TEACHERS’ SALARY ACT OF 1947 


CLASS 16 ASSISTANT PRINCIPALS IN SENIOR HIGH SCHOOLS 


A basie salary of $4,500 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,500 per year is reached. 


CLASS 17--HEADS OF DEPARTMENTS 


A basic salary of $4,500 per vear, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,500 per year is reached. 


CLASS 18 PRINCIPALS OF JUNIOR HIGH SCHOOLS 


A basic salary of $4,800 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,800 per vear is reached. 


CLASS 19 PRINCIPALS OF VOCATIONAL HIGH SCHOOLS 


A basie salary of $4,800 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,800 per year is reached. 


CLASS 20 PRINCIPALS OF SENIOR HIGH SCHOOLS 


A basic salary of $5,300 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $6,300 per year is reached. 


CLASS 21 ASSISTANT DIRECTORS 


A basic salary of $4,500 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,500 per year is reached. 


CLASS 22-—-DIRECTORS 


A basic salary of $5,300 per vear, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $6,300 per year is reached. 


CLASS 23-—DIVISIONAL DIRECTORS 


A basic salary of $5,300 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $6,300 per year is reached. 


CLASS 24-—-CHIEF EXAMINERS 


A basic salary of $5,300 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $6,300 per year is reached. 


CLASS 25—PRESIDENTS OF TEACHERS COLLEGES 
A basic salary of $6,400 per year, with an annual increase in salary of $200 for 


the first six years and $100 for the seventh year, or until a maximum salary of 
$7,700 per year is reached. 


CLASS 26—ASSOCIATE SUPERINTENDENTS 
A basic salary of $6,400 per year, with an annual increase in salary of $200 for 
the first six years and $100 for the seventh year, or until a maximum salary of 


$7,700 per year is reached. 


CLASS 27—ASSISTANT TO THE SUPERINTENDENT (IN CHARGE OF 
BUSINESS ADMINISTRATION) 
A basie salary of $7,400 per year, with an annual increase in salary of $200 for 
the first six years and $100 for the seventh year, or until a maximum salary of 
$8,700 per year is reached. 


CLASS 28 FIRST ASSISTANT SUPERINTENDENTS 


A basic salary of $7,400 per year, with an annual increase in salary of $200 for 
the first six years and $100 for the seventh year, or until a maximum salary of 
$8,700 per vear is reached. 
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CLASS 29—-SUPERINTENDENT OF SCHOOLS 
A salary of $14,000 per year. 
DEPARTMENT OF SCHOOL ATTENDANCE AND Work PERMITS 
CLASS 30—DIRECTOR 


A basic salary of $4,500 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $5,500 per year is reached. 


CLASS 31 CHIEF ATTENDANCE OFFICERS 


A basic salary of $3,600 per year, with an annual increase in salary of $100 for 
ten years, or until a maximum salary of $4,600 per year is reached. 


CLASS 32 ATTENDANCE OFFICERS 


A basic salary of $2,500 per year, with an annual increase in salary of $100 for 
fifteen years, or until a maximum salary of $4,000 per year is reached. 


CLASS 33 CENSUS SUPERVISORS 


\ basic salary of $2,500 per year, with an annual increase in salary of $100 for 
fifteen years, or until a maximum salary of $4,000 per vear is reached. 


CLASS 34 CHILD-LABOR INSPECTORS 


A basie salary of $2,500 per vear, with an annual increase in salary of $100 for 
fifteen vears, or until a maximum salary of $4,000 per year is reached. 

The teachers, school officers, and other employees provided for in this title, 
during the first vear of service after the effective date of this Act shall receive 
compensation in accordance with the provisions of sections 2, 4, 5, 6, 8, and 9 
of this Act. 


, 


TITLE II—CLASSIFICATION AND ASSIGNMENT OF EMPLOYEES 


Sec. 2. The Board of Education is hereby authorized to establish the eligibility 
requirements and prescribe such methods of appointment or promotion for 
teachers, officers, and other employees as it may deem proper. The Board of 
Edueation is hereby authorized, empowered, and directed, on written recom- 
mendation of the Superintendent of Schools, to classify and assign all teachers, 
school officers, and other employees to the salary classes and positions in the 
foregoing salary schedule: Provided, That teachers, school officers, and other 


employees on probationary or permanent status shall not be required to take 


any examinations, either mental or physical, to be continued in the positions in 
which they are employed on June 30, 1947, or to which they may be transferred 
and assigned under the provisions of section 6 of this Act. [Except as here- 


inafter provided in this section, J After July 1, 1947, no teacher, school officer, or 
other employee shall be appointed in or promoted to group C in any class or 
appointed in or promoted to classes 13 to 30, inclusive, or receive a salary in 
excess of $4,000 in any class or in any class ard group unless he possesses a 
master’s degree[:]. [Provided, however, That any school officer without a 
master’s degree in any one of the classes 13 to 30, inclusive, on June 30, 1947, 
shall thereafter be entitled to annual increases until he reaches an annual salary 
rate not more than $500 below the maximum of his class. And provided further, 
however, That no] No teacher, school officer, or other employee shall receive 
compensation at a rate less than his annual compensation as of June 30, 1947, 
including the additional compensation authorized by the Act entitled “An Act 
to authorize increases in the salary rates of teachers, school officers, and other 
employees of the Board of Education of the District of Columbia whose pay is 
fixed and regulated by the ‘District of Columbia Teachers’ Salary Act of 1945’, 
as amended’’, arproved July 31, 1946. When used in this Act, the words 
“master’s degree”’ shall mean a master’s degree granted in course by an accredited 
higher educational institution. 

Sec. 3. The Board of Education, on recommendation of the Superintendent of 
Schools, is authorized, empowered, and directed to assign, at the time of appoint- 
ment, teachers, schoob officers, or other employees hereafter appointed to the 
salary classes and positions in the foregoing salary schedule in accordance wit}! 
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previous experience, eligibility qualifications possessed, and the character of the 
duties to be performed by such persons: Provided, That the first [year] two years 
of service of any newly appointed teacher, school officer, or other employee shall 
be probationary. 


TITLE I1I—METHOD OF ASSIGNMENT OF EMPLOYEES TO SALARIES 


Sec. 4. For the fiscal year ending June 30, 1948, each teacher, school officer, or 
other employee in the service of the Board of Education on permanent or proba- 
tionary tenure on June 30, 1947, shall[[, except as provided in section 2 of this Act, ] 
receive the salary provided in the foregoing schedule for his class or position in 
accordance with the following rules: 

(a) For the purposes of the following provisions of this section and of section 5 
of this Act, the annual compensation received by any teacher, school officer, or 
other employee shall be defined as the annual compensation received by such 
employee on June 30, 1947, under the provisions of title I of the District of 
Columbia Teachers’ Salary Act of 1945, approved July 21, 1945, exclusive of any 
additional compensation authorized by the Act approved July 31, 1946. 

(b) Teachers, school officers, or other employees shall receive an increase in 
their annual compensation at the rate of $600 at the beginning of the fiscal year 
ending June 30, 1948: Provided, That each teacher, school officer, or other em- 
ployee shall receive during the fiscal year ending June 30, 1948, the minimum 
or basic salary of the class or class and group to which he is assigned where the 
minimum or basic salary of said class or class and group exceeds by more than $600 
the annual compensation received by such employee on June 30, 1947: Provided 
further, That each teacher, school officer, or other employee whose salary is in- 
creased at the rate of not more than $600 per annum during the fiscal year ending 
June 30, 1948, shall also receive one annual increase in salary in the amount pro- 
vided in title I of this Act for his class or class and group if he would have been 
entitled to an annual increase on July 1, 1947, under the provisions of said Act 
of July 21, 1945, as amended. 

Sec. 5. (a) Each teacher, school officer, or other employee in the service of the 
Board of Education on probationary tenure on June 30, 1947, whose annual com- 
pensation is increased under the provisions of this Act at the rate of not more 
than $600 during the fiscal vear ending June 30, 1948, and each teacher, school 
officer, or other employee who may be appointed or promoted on probationary 
tenure after June 30, 1947, shall receive his first annual increase on the date of 
his permanent appointment or promotion. 

(b) Each teacher, school officer, or other employee in the service of the Board 
of Education on probationary tenure on June 30, 1947, whose annual compensa- 
tion is increased under the provisions of this Act at the rate of more than $600 
during the fiscal vear ending June 30, 1948, shall receive his first annual increase 
on July 1, 1948. 

Sec. 6. Teachers, school officers, and other employees in the service of the 
Board of Education on July 1, 1947, assigned to salary classes and positions under 
the said Act of July 21, 1945, shall be placed in the salary classes and positions of 
the foregoing salary schedule as follows: 

(a) Teachers in kindergartens and elementary schools, now assigned to salary 
class 1, group A, shall be transferred and assigned to salary class 1, group A, of 
the foregoing schedule; 

(b) Teachers in kindergartens and elementary schools, now assigned to salary 
class 1, group B, shall be transferred and assigned to salary class 1, group A, of 
the foregoing schedule; 

(ec) Teachers in junior high schools, now assigned to salary class 2, group A, 
shall be transferred and assigned to salary class 2, group A, of the foregoing 
schedule; 

(d) Teachers in junior high schools, now assigned to salary class 2, group B, 
shall be transferred and assigned to salary class 2, group A, of the foregoing 
schedule; 

(e) Teachers in junior high schools, now assigned to salary class 2, group C, 
shall be transferred and assigned to salary class 2, group C, of the foregoing 
schedule[, except that teachers without master’s degrees now assigned to salary 
class 2, group C, shall be transferred and assigned to salary class 2, group A, of 
the foregoing schedule]: 

(f) Teachers in junior high schools, now assigned to salary class 2, group D 
shall be transferred and assigned to salary class 2, growp C, of the foregoing 
schedule[, except that teachers without master’s degrees now assigned to salary 
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class 2, group D, shall be transferred and assigned to salary class 2, group A, 
of the foregoing schedule]; 

(g) Teachers in senior high schools, now assigned to salary class 3, group A, 
shall be transferred and assigned to salary class 3, group [A] C, of the foregoing 
schedule[,, except that teachers with master’s degrees now assigned to salary 
class 3, group A, shall he transferred and assigned to salary class 3, group C, of the 
foregoing schedule]; 

} (h) Teachers in senior high schools, now assigned to salary class 3, group B, 
shall be transferred and assigned to salary class 3, group C, of the foregoing 
schedule[, except that teachers without master’s degrees now assigned to salary 
class 3, group B, shall be transferred and assigned to salary class 3, group A, of the 
foregoing schedule]; 

h (i) Librarians in senior high school and visual instruction libraries, now assigned 
to salary class 4, group A, shall be transferred and assigned to salary class 4, 
group A, of the foregoing schedule; 

(j) Librarians in senior high school and visual instruction libraries, now assigned 
to salary class 4, group Bb, shall be transferred and assigned to salary class 4 
group A, of the foregoing schedule; 

(k) Teachers in vocational or trade schools shall be transferred and assigned as 
follows: 

(1) Voeational school teachers now assigned to salary class 5, group A, 
shall be transferred and assigned to salary class 5, group A, of the foregoing 
schedule; 

(2) Vocational school teachers now assigned to salary class 5, group B, 
shall be transferred and assigned to salary class 5, group A, of the foregoing 
schedule; 

(3) Vocational school teachers now assigned to salary class 5, group C, 
shall be transferred and assigned to salary class 5, group C, of the foregoing 
schedule[,, except that vocational school teachers without master’s degrees 
now assigned to salary class 5, group C, shall be transferred and assigned to 
salary class 5, group A, of the foregoing schedule]; and 

(4) Vocational school teachers now assigned to salary class 5, group D, 
shall be transferred and assigned to salary class 5, group C, of the foregoing 
schedule[, except that vocational school teachers without master’s degrees 
now assigned to salary class 5, group D, shall be transferred and assigned to 
salary class 5, group A, of the foregoing schedule]; 

(1) Research assistants shall be transferred and assigned as follows: 

(1) Research assistants now assigned to salary class 6, group A, shall be 
transferred and assigned to salary class 6, group A, of the foregoing schedule; 

(2) Research assistants now assigned to salary class 6, group B, shall be 
transferred and assigned to salary class 6, group A, of the foregoing schedule; 

(3) Research assistants now assigned to salary class 6, group C, shall be 
transferred and assigned to salary class 6, group C, of the foregoing sched- 
ule[, except that research assistants without master’s degrees now assigned 
to salary class 6, group C, shall be transferred and assigned to salary class 6, 
group A, of the foregoing schedule]; and 

(4) Research assistants now assigned to salary class 6, group D, shall be 
transferred and assigned to salary class 6, group C, of the foregoing sched- 
ule[,, except that research assistants without master’s degrees now assigned 
to salary class 6, group D, shall be transferred and assigned to salary class 6, 
group A, of the foregoing schedule]; 

(m) Instructors in the teachers colleges now assigned to salary class 7, group A, 
shall be transferred and assigned to salary class 7, group C, of the foregoing 
schedule [, except that instructors in teachers’ colleges without master’s degrees 
now assigned to salary class 7, group A, shall be transferred and assigned to salary 
class 7, group A, of the foregoing schedule]; 

(n) Instructors in the teachers colleges now assigned to salary class 7, group B, 

shall be transferred and assigned to salary class 7, group C, of the foregoing 
schedule [, except that instructors in teachers colleges without master’s degrees 
now assigned to salary class 7, group B, shall be transferred and assigned to salary 
class 7, group A, of the foregoing schedule]; 
» (o) Librarians in the teachers colleges now assigned to salary class 8, group A, 
shall be transferred and assigned to salary class 8, group [A] C, of the foregoing 
schedule [, except that librarians in the teachers colleges now assigned to salary 
class 8, group A, with master’s degrees shall be transferred and assigned to salary 
class 8, group C, of the foregoing schedule]; 


’ 
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(p) Librarians in the teachers colleges now assigned to salary class 8, group B, 
shall be transferred and assigned to salary class 8, group C, of the foregoing 
schedule[, except that librarians in the teachers colleges without master’s degrees 
now assigned to salary class 8, group B, shall be transferred and assigned to salary 
class 8, group A, of the foregoing schedule]; 

(q) Assistant professors in teachers colleges now assigned to salary class 10, 
shall be transferred and assigned to salary class 10 of the foregoing schedule; 

(r) Associate professors in teachers colleges now assigned to salary class 11 
shall be transferred and assigned to salary class 11 of the foregoing schedule; 

(s) Professors in teachers colleges now assigned to salary class 12 shall be trans- 
ferred and assigned to salary class 12 of the foregoing schedule; 

(t) Principals in elementary schools with sixteen or more rooms, and principals 
in Americanization schools, now assigned to salary class 13, shall be transferred 
and assigned to salary class 13 of the foregoing schedule; 

(u) Assistant principals in junior high schools, now assigned to salary class 14, 
shall be transferred and assigned to salary class 14 of the foregoing schedule; 

(v) Assistant principals in senior high schools, now assigned to salary class 16, 
shall be transferred and assigned to salary class 16 of the foregoing schedule; 

(w) Heads of departments, now assigned to salary class 17, shall be transferred 
and assigned to salary class 17 of the foregoing schedule; 

(x) Principals of junior high schools, now assigned to salary class 18, shall be 
transferred and assigned to salary class 18 of the foregoing schedule; 

(vy) Principals of vocational schools, now assigned to salary class 19, shall be 
transferred and assigned to salary class 19 of the foregoing schedule; 

(z) Principals of senior high schools, now assigned to salary class 20, shall be 
transferred and assigned to salary class 20 of the foregoing schedule; 

(aa) Assistant directors, now assigned to salary class 21, shall be transferred 
and assigned to salary class 21 of the foregoing schedule; 

(ab) Supervisors of penmanship, now assigned to salary class 7, group B, shall 
be transferred and assigned to salary class 7, group C, of the foregoing schedule 
with the title of instructor in the teachers colleges[. Those without master’s 
degrees now assigned to salary class 7, group B, shall be transferred and assigned 
to salary class 7, group A, of the foregoing schedule with the title of instructor in 
the teachers colleges]; 

(ac) Divisional directors, now assigned to salary class 23, shall be transferred 
and assigned to salary class 23 of the foregoing schedule; 

(ad) Chief Examiner of the Board of Examiners, now assigned to salary class 
24, shall be transferred and assigned to salary class 24 of the foregoing schedule; 

(ae) Presidents of teachers colleges, now assigned to salary class 25, shall be 
transferred and assigned to salary class 25 of the foregoing schedule; 

(af) Associate superintendents, now assigned to salary class 26, shall be trans- 
ferred and assigned to salary class 26 of the foregoing schedule; 

(ag) Assistant to the superintendent (in charge of business administration), 
now assigned to salary class 27, shall be transferred and assigned to salary class 27; 

(ah) First assistant superintendents, now assigned to salary class 28, shall be 
transferred and assigned to salary class 28 of the foregoing schedule; 

(ai) Superintendent of Schools, now assigned to salary class 29, shall be assigned 
and transferred to salary class 29; 

(aj) Director of department of school attendance and work permits, now 
assigned to salary class 30, shall be transferred and assigned to salary class 30 of 
the foregoing schedule; 

(ak) Chief attendance officers, now assigned to salary class 31, shall be trans- 
ferred and assigned to salary class 31 of the foregoing schedule; 

(al) Attendance officers, now assigned to salary class 32, shall be transferred 
and assigned to salary class 32 of the foregoing schedule; 

(am) Census supervisors, now assigned to salary class 33, shall be transferred 
and assigned to salary class 33; 

(an) Child-labor inspectors, now assigned to salary class 34, shall be trans- 
ferred and assigned to salary class 34 of the foregoing schedule; 

(ao) All teachers, school officers, and other employees in the service of the 
Board of Education on July 1, 1947, not specifically mentioned in the provisions 
of this section shall be placed in the salary classes and positions in the foregoing 
schedule as determined by the Board in accordance with the eligibility qualifica- 
tions possessed and the character of duties to be performed by such teachers, 
school officers, and other employees; 

(ap) All teachers, school officers, or other employees, appointed after the 
effective date of this Act, shall be placed in the salary classes and positions in the 


4 
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foregoing schedule by the said Board, and all teachers, librarians, research assist- 
ants, counselors, instructors in the teachers colleges, attendance officers, census 
supervisors, and child-labor inspectors appointed after the effective date of this 
Act shall receive longevity increases for placement either according to the number 
of years of experience re quired by the Board of Education or the number of years 
of like experience acceptable to and approved by the Board of Education in 
accredited schools, school systems, colleges, universities, other recognized insti- 
tutions, trades, and industries, previous to probationary appointment in the 
public schools of the District of Columbia. In the case of teachers of vocational 
subjects the Board of Education is authorized and directed to credit approved 
training and experience in the trades in the same manner and to the same extent 
as though it were experience in and training for teaching. In crediting previous 
experience of any person who has been absent from his duties because of naval or 
military service in the armed forces of the United States or its allies, the Board of 
Kducation is hereby authorized to include such naval or military service as the 
equivalent of approved experience. On July 1, 1947, and thereafter, no teacher 
or any other emplovee entitled to longevity increases for placement shall be 
placed in the foregoing salary schedule for more than the fifth vear of accepted 
and approved experience in salary class 1, group A or group C; salary class 2, 
group A or group C; salary class 3, group A or group C; salary class 4, group A 
or group C; salary class 5, group A or group C; salary class 6, group A or group 
C; salary class 7, group A or group C; and salary class 8, group A or group C, or 
for more than the fourth year of accepted and approved experience in salary class 
32, salary class 33, and salary class 34 in the foregoing schedule. This paragraph 
shall not be construed to increase the allowance for longevity increases for place- 
ment of any probationary or permanent teacher or other probationary or perma- 
nent employee in the service of the Board of Education on June 30, 1947. No 
longevity increases for placement as provided in this paragraph shall be granted to 
any probationary or temporary teacher, librarian, research assistant, counselor, or 
instructor in the teachers colleges appointed after June 30, 1949, to group C in salary 
classes 1 to 8, inclusive, in article I of title 1, unless credit for such increases is based 
upon approved teaching or other service rendered after the master’s degree had been 
conferred upon the appointee: Provided, That this limitation on placement credit shall 
not appl u to appointments mar de from current eligible lists effective on July 1, 1949. 

(aq) No provision in this Act shall be interpreted as preventing any teacher, 
school officer, or other employee of the Board of Education who has been granted 
leave to enter the armed forces of the United States or its allies from receiving 
any annual longevity increase or increases to which he otherwise would be entitled 
when he returns to service in the publie schools. 

(ar) Every permanent and probationary teacher, librarian, research assistant, 
counselor, and instructor in the teachers colleges in the employ of the Board of 
Education on June 30, 1947, who either possessed a master’s degree on June 30, 
1947, or shall have received a master’s degree during the fiscal year ending June 30, 
1948, and whose salary d cring the fiscal year ending June 30, 1948, was less than 
$3,500, shall he entitled to receive in lieu thereof a salary of $3,000 per annum pl is 
longemt increases for placement in group C in salary classes 1 to 8, inclusive, 1 
article I of title 1, of $100 for each year of like service in the public schools of the 
District of Columbia acceptable to and approve d by + Board of Education, tnclud- 
ing military leave and educational leave with part pay, subsequent to probationary 
appointment and prior to July 1, 1947, but for not more than the fifth year of such 
service, to be effective as of July 1, 1947, or on the first of the month tmmediatel y 


following the date on which the master’s degree was conferred, whichever is later. and 


shall be entitled to receive annual increases thereafter in accordance with the pro- 
visions of sections 5 and 7 of this Act The provisions of this paragraph shall not 
operate to reduce the amount of annual compensation of any teacher, librarian, research 
assistant, counselor, or instructor in the teachers colleqes, below the amount of annual 
compensation received by him during the fiscal year ending June 30, 1948. 


TITLE IV—METHOD OF PROMOTION OF EMPLOYEES 


Sec. 7. On July 1, 1948, and on the first dav of each fiscal year thereafter, if 
his work is satisfactory, every permanent teacher, school officer, or other em- 
ployee [except as provided in Section 2 of this Act,] shall receive an annual in- 
crease in salary within his aby class or position as hereinbefore provided without 
action of the Board of Education[,, except that after a teacher, school officer, or 
other employee has received five annual increases he shall receive no further in- 
creases until he is declared eligible therefor by the Board of Education on the 
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basis of such evidence of successful teaching in the case of a teacher or outstanding 
service in the case ofa school officer or other employee and of increased professional 
attainments as the Board of Education may prescribe, and that after having been 
declared so eligible and after having received five more annual increases, he shall 
receive no further increases until he is declared eligible therefor by the Board of 
Education on the basis of such evidence of successful teaching in the case of a 
teacher or cutstanding service in the case of a school officer or other employee and 
of increased professional attainments as the Board of Education may prescribe]. 
A program of in-service training under regulations to be formulated by the Board 
of Education shall be established to promote continuous professional growth 
among the teachers, school officers, and other employees[, and such teachers, 
school officers, and other employees shall annually report evidence of participa- 
tion in the in-service training program thus established and other evidence of 
professional growth and accomplishment]. 

Sec. 8. On and after July 1, 1947, teachers, school officers, and other employees 
promoted from a lower to a higher salary class or position shall receive a salary in 
the salary class or position to which promoted which is next above the salary in 
the salary class or position from which promoted. 

[Sec. 9. Within the limitations of section 2 of this Act, every teacher, instruc- 
tor, librarian, and research assistant in the service on July 1, 1947, and every 
teacher, school officer, or other employee thereafter appointed shall, if the class to 
which he is assigned be divided into group A and group C, be assigned according 
to eligibility either to group A or group C, and shall be promoted to group C in 
salary classes 1, 2, 3, 4, 5, 6, 7, and 8 on the basis of documentary evidence 
establishing the attainment of a recognized master’s degree. ] 

Sec. 9. (a) Every teacher, librarian, research assistant, and instructor in the 
teachers’ colleges in the service of the Board of Education on June 30, 1947, shall be 
transferred and assigned either to group A or to group C in salary classes 1 to 8, 
inclusive, in accordance with the provisions of section 6 of this Act. Every teacher, 
librarian, research assistant, counselor, and cnstructor in the teachers’ colleges appointed 
on or after July 1, 1947, shall be assignea according to eligibility either to group A or 
to group C if the salary class to which he is appointed be divided into group A and 
group C. Every teacher, librarian, research assistant, and counselor transferred and 
assigned on July 1, 1947, to a group A, or appointed to group A on July 1, 1947, or 
thereafter shall be promoted to group C on the basis of documentary evidence establishing 
the attainment of a recognized master’s degree: Provided, That after June 30, 1948, all 
promotions to group C shall be made on the first day of the month immediately following 
the date on which documentary evidence is submitted to the Board of Education 
establishing to the Board’s satisfaction the attainment of a recognized master’s degree. 

(b) Notwithstanding any provision of this Act to the contrary, the Board of Educa- 
tion is authorized to promote school librarians in the service of the Board of Education 
on permanent tenure on July 1, 1950, to class 4, group C, without requiring such 
librarians to have a master’s degree and to appoint or promote vocational high school 
shop teachers to class 5, group C, without requiring such teachers to have a master’s 
degre 2. 

TITLE V—ACCOMPANYING LEGISLATION 


Sec. 10. For the purpose of determining the classification of principals in the 
elementary schools, it shall be the duty of the Board of Education, on the recom- 
mendation of the Superintendent of Schools, to designate the number of rooms 
in each elementary school building or approved combination of elementary 
school buildings. 

Sec. 11. There shall be two First Assistant Superintendents of Schools, one 
white First Assistant Superintendent for the white schools who, under the direc- 
tion of the Superintendent. of Schools, shall have general supervision over the 
white schools; and one colored First Assistant Superintendent for the co!ored 
schools who, under the direction of the Superintendent of Schools, shall have sole 
charge of all emplovees, classes, and schools in which colored children are taught. 
The First Assistant Superintendents shall perform such other duties as may be 
prescribed by the Superintendent of Schools. 

Sec. 12. Boards of examiners for carrying out the provisions of the statutes with 
reference to examinations of teachers shall consist of the Superintendent of Schools 
and not less than four nor more than six members of the supervisory or teaching 
staff of the white schools for the white schools, and of the Superintendent of 
Schools and not less than four nor more than six members of the supervisory or 
teaching staff of the colored schools for the colored schools. The designations of 
members of the supervisory or teaching staff for membership on these boards 


A Aa A OIE LION OOE 
a ar GS nN AAO A 2 Da CIS Be 


catearssthe 


: 
3 








Pec a At mcm 





AMEND THE DISTRICT TEACHERS’ SALARY ACT OF 1947 13 


e 


shall be made annually by the Board of Education on the recommendation of the 
Superintendent of Schools. 

Sec. 13. There shall be appointed by the Board of Education, on the recom- 
mendation of the Superintendent of Schools, a chief examiner for the board of 
examiners for white schools[. An Associate Superintendent in the colored 
schools shall be designated by the Superintendent of Schools as chief examiner 
for the board of examiners for the colored schools.] and a chief examiner for the 
board of examiners for colored schools. All members of the respective boards of 
examiners shall serve without additional compensation. 

See. 14. The Board of Edueation, on recommendation of the Superintendent 
of Schools, is hereby authorized to appoint annual substitute teachers, who shall 
cualify for said positions by meeting such eligibility requirements as the said 
board may prescribe and who shall be assigned to the lowest class to which 
eligible for the tvpe of work to be performed, and who -hall be entitled to salary 
placement crediv as provided in paragraph (ap) of section 6 of this Act, but who 
shall not be entitled to annual increases of said class. The said board shall 
prescribe the amount to be deducted from the salary of anv absent teacher for 
whom an annual substitute may perform service. The above authorization fon 
the appointment of annual substitute teachers shall not be construed to prevent 
the Board of Education from the empilovmeit of other substitute teachers under 
reculations to be prescribe d by the said board. 

Sec. 15. When necessary, the Board of Edueation, on written recommendation 
of the Superintencent of Schools, is authorized and empowered to appoint 
temporary teachers: Proridced, That such appointments shall be made for a 
limited period not to extend beyond June 30 of the fiscal vear in which the appcint- 
ments are made, and the Board of Educ ation is authori: -d to terminate the services 
of anv temporary tcachers at any time, on the written recommendation of the 
Superintendent of Schools: And provided further, That all temporary teachers 
shall receive the basic salary of the class in which service is to be performed plus 
salary placement credit provided in paragraph (ap) of section 6 ef this Act, but 
shall not be entitled to annual increases of said class. 

Sec. 16. The Board of Fducation is hereby authorized to conduct as parts of 
the public-s hoo] system, a department of school attendance and work permits, 
evening schools, vacation schoo!s, Americanization schools, and other activities, 
under and within appropriations made by Congress, and on the written recom- 
mendation of the Sur-erintendent of Schcol. to fix and prescribe the salaries, other 
than those herein specified, to be paid to the employees of the said departments 
and activities 

Sec. 17. All emplovees assigned to salary classes 1 to 12, inclusive, and all 
attendance officers assigned to salary class 32 in the foregoing schedule, shall be 
classified as teachers for payroll purposes and their annual salaries shall be paid 
in ten monthly installments in accordance with existing law. 

Sec. 18. Attendance officers in the department of school attendance and work 
permits assigned to class 32 in the foregoing schedule shall be entitled, in accord- 
ance with regulations made by the Board of Education, to cumulative leave with 
pay because of personal illness, the presence of contagious disease, death in the 
home, or pressing emergency, at the rate of ten days per calendar vear, the total 
accumulation not to exceed sixty days; and in the event of any further absence 
of any attendance officer the Board of Education, on written recommendation of 
the Superintendent, is hereby authorized to appoint a substitute who shall be 
paid at a rate fixed by the said Board and the amount paid to such substitute 
shall be deducted from the salary of the absent attendance officer. Such attend- 
ance officers shall not be entitled to annual or sick leave under any other law. 

Sec. 19. The rates of salaries herein designated shall become effective on 
July 1, 1947. The estimates of the expenditures for the operation of the public- 
school system of the District of Columbia shall hereafter be prepared in con- 
formity with the classification and compensation of employees herein provided. 
During the fiscal vear ending June 30, 1948, no teacher, school officer, or other 
employee of the Board of Education whose salary is included in the foregoing 
schedule shall receive any increase in compensation other than as provided in this 
Act. 

Src. 20. The District of Columbia Teachers’ Saiary Act of 1945, approved 
July 21, 1845, as amended, is hereby repealed. 

Sec. 21. (a) After the effective date of this Act, the Act entitled ‘An Act to 
provide educational emplovees of the publie schools of the District of Columbia 
with leave of absence, with part pay, for purposes of educational improvement, 
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and for other purposes’’, approved June 12, 1940, shall apply to employees of the 
Board of Education whose salaries are fixed by this Act 

(b) After the effective date of this Act, the Act entitled ‘‘An Act for the retire- 
ment of the public-sehcol teachers in the District of Columbia’’, approved August 
7, 1946, shall apply to permanent emplovees of the Koard of Education whose 
salaries are fixed by this Act, and all references in said Act to the District. of 
Columbia Teachers’ Salary Act of 1945, as amended, shall be interpreted to apply 
to this Act. Nothing in this subsection shall require the recomputation of the 
annuity of anv person retired under the Act of August 7, 1916, prior to the effec- 
tive date of this Act, or of any person retired prior to the effective date of the Act 
of August 7, 1946, whose annuity is computed in accordance with the provisions 
of that Ac 

Sec. 22. This Act may be cited as ‘District of Columbia Teachers’ Salary Act 
of 1947”’. 

Sec. 23. This Act shall become effective on July 1, 1947. 

Approved July 7, 1947. 
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EMERGENCY FOOD AID TO INDIA 


AprIL 26 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. GILLETTE, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[To accompany &. | 


The Committee on Foreign Relations, having had under considera- 
tion a bill (S. 872) to furnish emergency food aid to India, report the 


bill favorably to the Senate, with amendments, and recommend that 
it do pass. 
1. MAIN PURPOSE OF THE BILL 


This bill authorizes the immediate expenditure as a grant of $47,- 
500,000 and the loan of $47,500,000 for the purchase of a total of 
approximately 1,000,000 tons of food grains to alleviate famine con- 
ditions in India. The bill provides that the funds for this transaction 
are to be made available from sums which were appropriated last year 
for the European recovery program but which will not be expended 
during the current fiscal year. In addition, the bill authorizes (but 
does not make available now) the grant and loan, on a 50—50 basis, of 
an additional $95,000,000 for sending food grains to India in the event 
additional assistance is needed in fiscal 1952. 

The bill, which it is proposed be enacted in the interests of the 
United States and to serve the cause of world peace, contains the usual 
conditions attached to grant aid of this type, including the deposit of 
counterpart funds. It also provides for an RFC loan to break out 
reserve fleet vessels to the extent they are necessary to ship the food. 


2. COMMITTEE ACTION 


On February 15, 1951, Senator Smith of New Jersey, for himself 
and a number of other Senators introduced S. 872 to fur nish emergency 
aid to India. The committee took up the bill as soon as action on 
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the issue of sending troops to Europe was completed. Inasmuch as 
the House Committee on Foreign Affairs held thorough public hear- 
ings, the committee availed itself of those hearings and considered S. 
872 in executive session. At the first executive session on April 16, 
the committee heard a statement by Secretary Acheson, and testimony 
by Assistant Secretary McGhee; Ambassador William Pawley, special 
assistant to the Secretary of State; Hon. Willard L. Thorp, Assistant 
Secretary of State for Economic Affairs; Dr. D. A. FitzGerald, Deputy 
Assistant Administrator, ECA; and Mr. Stanley Andrews, Director, 
Office of Foreign Agricultural Relations, Department of Agriculture. 

On April 17, 1951, the principal witnesses were Mr. Charles H. 
McGuire, Director, National Shipping Authority, Maritime Admin- 
istration, Department of Commerce, and Mr. James S. Murray, 
assistant to the president, Lindsay Light & Chemical Co., West 
Chicago, Ll., with the discussion centering mainly around shipping 
and strategic materials. The following day, April 18, the committee 
heard Mr. Donald S. Frey, secretary, Textile Bag Manufacturers 
Association, Evanston, Ill., on the jute and burlap situation. The 
committee began marking up the bill on April 19 and after approving 
a number of amendments, agreed to report the bill, as amended, to 
the Senate on April 20. 


8. BACKGROUND OF REQUEST FOR ASSISTANCE 


Early in 1950 reports were received from American missions in 
India that food production in that country might be short because of 
adverse climatic conditions in large parts of India. India, with its 
some 350,000,000 people, has been a country where famine has often 
threatened. The current threat of food shortage was complicated by 
the fact that the partition of British India into India and Pakistan, gave 
surplus food-producing areas to Pakistan and made India more than 
ever dependent upon food raised in India and upon that which could 
be imported from abroad, including, of course, Pakistan. Further- 
more, there was some evidence that India by the planting of jute on 
land which theretofore had raised grains and by refusing for a time to 
purchase wheat from Pakistan may have contributed to the threatened 
food shortage. 

By the end of 1950, India was able to see, with reasonable certainty, 
the food prospects for the coming year. On December 16, 1950, the 
Indian Ambassador to the United States informally requested the 
Department of State to determine whether it could assist India in 
obtaining some 2,000,000 tons of food grains on “special and easy 
terms.”’ The Department of State immediately began to examine, 
in cooperation with other agencies of the Government, the need in 
India, the possibility that India could obtain assistance elsewhere, 
the availability of food grains in surplus in the United States, the 
question of India’s ability to pay for the assistance requested on easy 
terms, the availability of transportation within the United States 
and on the high seas for the shipment of the food, and a number of 
other collateral problems that arose out of the request. 

On January 26, 1951, officers of the Department discussed the 
matter of sending wheat to India with the Near Eastern and African 
Affairs Subcommittee of the Senate Committee on Foreign Relations, 
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under the chairmanship of Senator Gillette. No legislation or 
specific proposals were submitted at that time. 

Subsequently, after the executive departments had completed their 
studies, the President on February 12, 1951, recommended that the 
Congress ‘ ‘provide assistance to the Republic of India to meet the 
food crisis which now confronts the people of that country.” He 
pointed out that “a series of natural disasters—earthquakes, floods, 
droughts, and plagues of locusts—greatly reduced the 1950 grain crop 
in India,” and made it necessary for India to procure about 2,000,000 
tons (75,000,000 bushels) abroad. The President recommended that 
Congress authorize the full amount needed for this procurement— 


but that it appropriate funds now only for the first million tons, deferring the 
appropriation of funds for the balance until the situation has been further clarified. 


“The purpose of this program,” in the words of the President— 


is to meet the current emergency in India, and to stimulate measures to forestall 
such crises in the future. It does not constitute a precedent for continuing to 
provide food to India on a grant basis or for providing similar aid for other 
countries, 


4. THE NEED FOR ASSISTANCE 


India has for generations been a land where famine is an ever- 
constant threat. The average Indian caloric intake is about 1,700 
calories a day compared with about 3 ,200 calories per day for the 
average American. Since 1800, India, or portions thereof, has had 
more than 20 famine years, or about 1 famine every 7 years. The 
average life expectancy in India is only 25 years, which indicates the 
precarious nature of existence among millions of people there. 

India needs about 50 million tons of food grains each year. Of this 
amount, she needs to import about 3 million tons. During the year 
1951, howev er, Indian production is off so that nearly 6 million tons 
must be imported. India expects to be able to purchase about 4 
million tons, leaving her short the 2 million tons that have been 
requested from the United States. 

The table which follows shows how the Indian Government hopes 
to meet its needs in 1951: 





Million 
I. Total estimated food grain requirements and supplies for all of India: ‘ons 
Total estimated food grain requirements for 350,000,000 people__ 50. 67 
Total requirements to be supplied from: 
Total local production of food grains___- 13. 77 
Available pipeline supplies . 70 
Purchases by India, and allocations and transfers under 
International Wheat Agreement 3. 90 
Assistance requested from United States 2. 00 
Total aaa 50. 37 
Balance needed _ - - ~~~ a . 30 
Total_-. : Dae 


Il. Total estimaied food grain requirements and supplies for all of India 
by unrationed and rationed population: 
Total requirements for whole population, unrationed and rationed_ 50. 67 


Total requirements for unrationed population 10. 17 
To be supplied from total local production 43. 77 
Less local production available for ration system 3. 60 


Total... sinatra s aelceeeecn ' 40. 17 
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II. Total estimated food grain requirements and supplies for all of Indiana 


by unrationed and rationed population—Continued Million 
Total requirements for rationed population of 125 to 130 million tons 
DR Seen ae an asa n eae retools ks Le See atee ee 10. 50 
To be supplied from: 

Renate URE BVOUOO 8. coe eee see . 70 

Local production available _-_--------------- 3. 60 
Purchases by India, and allocations and transfers under 

International Wheat Agqpeememt...3.- . 6 suse ss Af980 

Assistance requested from United States -- ------- A carey ae ee 

I se ck ce mencumnnaney aoe - 10.20 

Balance needed -_---_----- ene eemaiae we reece icu a hetee hn? ee 

NS a cease Ce ee Sra a corm ald na ew ato Kienginds eda 


While it may seem that a shortage of only hia: 2 million tons out 
of a total food grain requirement ‘of about 50 million tons is not a 
very great shortage, so many Indians live so close to the margin of 
subsistence that a slight reduction in the amount of food available 
may mean death for great numbers. Furthermore, when a wheat 
shortage threatens it becomes most difficult to prevent hoarding, 
which not only further depletes the supplies available, but makes it 
almost impossible for the Indian ration system to operate so that food 
supplies may be available when and where they are most needed. 


5. AVAILABILITY OF FOOD GRAINS IN THE UNITED STATES 


India has purchased grain from many countries to piece out her 
short supply. ‘The table which follows indicates the purchases which 
India has already made or is in the process of making. 


1951 imports of food grains procured or in process of procurement, by source and 
commodity 


Supplying country Commodity Long tons 
Australia Wheat and flour (wheat equivalent) ___| 382, 000 
Pakistan } do 25, 000 
Canada Wheat te 290, 000 
Argentina do 666, 500 
Jruguay . = do 30, 000 
United States do 350, 000 
International Wheat Agreement _.do ‘ 458, 000 

; 

Subtotal, wheat and flour ates ms ‘ ak 2, 201, 500 
United States | Milo (grain sorghum) | 330, 000 
Thailand ; Rice ___. : 338, 000 
Pakistan ; | do ails aa 300, 000 
Burma | do | 223. 000 
China i____ do =< | 50, 000 
Viet-nam (Indochina) ‘ do eis | 30, 000 
Egypt do 5. 500 

Subtotal, rice and milo | i ; | 1, 276, 500 

= = 

Total food grains procured or being arranged _- ; tees - 3, 478, 000 
Additional amounts to be procured with additional sbi : elbakis ) 387, 000 

funds. ~ 

Grand total 3, 865, 000 


The United States is one of the few places left in the world which 
does have food grains available for 1951. According to testimony 
before the committee, the United States will carry over at the end of 
this crop year from 425 to 450 million bushels of wheat. The total 
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Indian program would amount to 75,000,000 bushels of wheat, or its 
equivalent in other food grains or beans. 

The committee questioned witnesses from the Department of 
Agriculture as to the effect on this projected carry-over of recent 
reports of crop damages in the southwestern Unite .d States and was 
assured that in view of the large carry-over and other production, the 
potential crop losses would not be large enough to endanger our grain 
reserves, 

6. PUBLIC INTEREST 


Since receipt by Congress of the President’s message, the com- 
mittee has received thousands of letters, wires, and petitions over- 
whelmingly supporting the Indian relief program. A large number of 
organizations have passed resolutions urging that food be shipped to 
India. Many letters indicated a belief that it is in the interests of 
the United States as a leader of the democratic world to help the newer 
democracies; they expressed the belief that helping India in her time 
of serious need is one way to promulgate the principles of freedom 
and democracy which are basic in American thought. 

The American people are proud of their humanitarian efforts in the 
past to help the people of other countries when they encounter such 
natural disasters as that which has befallen India. The interest our 
people have shown in sending food to India convinces the committee 
that they wholeheartedly approve the program recommended to the 
Senate. 

7. INTERESTS OF THE UNITED STATES 


The interests of the United States in helping India are many and 
fundamental. The United States has always responded warmly and 
quickly to people struck by natural disasters. To mention only a 
few instances, in 1899, Congress appropr iated $100,000 for subsistence 
supplies to destitute inhabitants of Cuba; in 1902, $200,000 was pro- 
vided to alleviate suffering from the Mount Pelee eruption in the 
French West Indies; in 1921 and 1922 we made $24,000,000 worth of 
supplies available to Soviet Russia for famine relief. The last in- 
stance of such aid was a few months ago when the Congress voted 
$50 million for emergency relief to Yugoslavia. 

Coinciding with our humanitarian interest in helping India, are our 
economic and political interests. The United States has long realized 
that national unrest and threats to world peace frequently are attrib- 
utable to chaotic economic conditions in a country. Since an eco- 
nomically strong India is good insurance against a Communist blanket- 
ing of Asia, India’s development plan should go forward. Diversion 
of a large part of India’s resources, earmarked for the development 
program, to famine relief at this time might very well cause the unrest 
that could lead to further Communist domination in Asia. A strong 
and vigorous India is of tremendous importance to the United States. 
Given time and sympathetic understanding, India may be the rallying 
point for freedom in Asia. 


8. GRANT OR LOAN 


Although India asked for assistance from the United States on 


“special and easy”’ terms, the President’s message to Congress sug- 


gested that, in view of India’s inability to pay cash and her needs in 
connection with essential economic development, “‘it seems desirable 
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to make a substantial portion of the requested grain available promptly 
on a grant basis. * ~ 


The President also recommended that while the full amount 


requested, i. e., funds sufficient to make available 2,000,000 tons of 


food grains ($190,000,000), should be authorized at this time, only 
the first million tons should be made immediately available and that 
no funds should be made available for the second million tons until 
there has been an on-the-spot appraisal of the full extent of Indian 
needs and further justification before the Congress. 

The committee carefully examined these suggestions as well as 
the provision in section 3 of S. 872 which would have made the entire 
amount requested immediately available in the form of a grant. It 
amended the bill to divide the total requested into two parts, making 
$95,000,000 immediately available, one-half in the form of a gift and 
one-half in the form of a loan, and authorizing the appropriation of an 
additional $95,000,000, to be available in fiscal 1952, also on the 
basis of one-half in the form of a grant and one-half in the form of a 
loan. 

These provisions are embodied in sections 4 and 5 of the bill. 
Subsections (a) and (b) of section 4, make the first $95,000,000 avail- 
able from funds which were appropriated to the Economic Coopera- 
tion Administration during the last session of Congress but which will 
not, according to the ECA, be needed in connection with the current 
vear’s recovery program for Europe. Thus, already appropriated 
funds will be used without the necessity of further action by the 
Congress. 

With respect to the second $95,000,000, however, which is author- 
ized by section 5 of the bill, it will be necessary for the administration 
to seek appropriation of these funds before they will be available. 
Furthermore, this section indicates the intent of the Congress that 
funds needed in excess of the first $95,000,000 are to be provided on 
a 50-50 basis—that is, one-half to be in the form of a loan and one- 
half to be in the form of a grant. Thus, if the administration after 
an on-the-spot survey should recommend, for example, the furnishing 
of only $25,000,000 of additional aid, it is the intent of the committee 
that, if India’s financial position will permit, one-half of this amount 
would be in the form of a loan, and one-half in the form of a grant. 

In deciding that the first $95,000,000 to be made immediately avail- 
able should be on a half-loan-half-grant basis, the committee appre- 
ciated the fact that the Indian Government did not ask for a gift, 
but rather asked for assistance on “‘special and easy terms.” At the 
same time, the committee believes that it is fitting and proper that 
the United States extend its hand of assistance in the form of a partial 
grant (for which counterpart funds would be deposited, as noted in 
sec. 10 of this report) to help India at this time of stress. 


9. STRATEGIC MATERIALS 


The committee examined carefully the question of the availability 
of strategic materials for shipment from India to the United States 
with the thought that either the gift or sale on credit terms of wheat 
to India might provide an occasion for the procurement of such ma- 
terials. The table on page 8 shows that at the present time the United 
States obtains substantial quantities of a number of strategic materials 
from India. 





—————_—_—__—_—_—_——__———_ 
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Monazite sands.—With respect to monazite sands, however, which 
is a source material for thorium and certain rare earths, the Indian 
Government has embargoed their export. This embargo, first insti- 
tuted in 1946 by the then independent state of Travancore, is now a 
part of the Indian Atomic Energy Act. 

According to a representative of the industry who appeared before 
the committee, the embargo of these sands was not serious until 
recently when Brazil, the principal alternate source, refused to export 
its sands to private dealers. Now, however, there is a possibility 
that the nonavailability of monazite sands may in a short time have a 
serious effect upon private chemical manufacturers in the United 
States who are doing substantial amounts of defense business. 

While the committee understands the desire of India to retain close 
control over materials that may have potentialities in connection 
with the development of atomic energy, it hopes that the Indian 
Government will be able in the near future to make some of its supplies 
of monazite sands available for use in the United States. The com- 
mittee did not feel, however, that it would be proper for this Govern- 
ment to use its position as the principal available source of food grains 
for India as a device to seek to compel the Indian Government to 
lift its embargo on monazite, particularly in view of assurances re- 
ceived by the committee that steps are being taken which are expected 
to protect American interests in this regard. 

Jute and jute products—The committee received a number of 
communications from burlap bag manufacturers in the United States 
who import large amounts of burlap from India, nearly 80 percent of 
American supplies having come from India in 1950. A representative 
of the industry was heard who protested (a) the high price of burlap 
which he attributed in part to export duties imposed by the Indian 
Government, (6) the requisition of some 15,000,000 ys ards of burl: ap 
by the Indian Government (ine luding burlap under contract to Ameri- 
can buyers) which he felt was in part responsible for shortages in 
burlap deliveries to United States purchasers, and (c) the inability of 
the Indian Government to work out satisfactory arr ments with 
Pakistan for the purchase of jute for manufacture in Calcutta into 
burlap for export. 

Representatives of the Department of State expressed the belief 
that the high price of burlap was in large part attributable to a world 
shortage which was, to some extent, aggravated by difficulties between 
Pakistan and India. They feel sure, however, that the Indo-Pakistan 
trade agreement which was signed on February 25, 1951, will result 
in a renewed flow of jute to India, thereby relieving to some extent 
the shortage that has existed in recent months. The committee also 
examined with representatives of the executive departments the impo- 
sition by the Indian Government of an export tax and the requisition 
of burlap by that Government. The Department of State has 
strongly prote ‘sted both of these actions. 

The committee takes this occasion to urge upon the Department 
of State the desirability of working closely with representatives of 
American business who are dependent upon foreign sources for their 
raw materials. At a time when many nations of the world are con- 
ducting their foreign trade through government agencies, it becomes 
more important than ever before that private American traders have 
confidence that their Government is assisting them in every way 
possible consistent with our free-enterprise system. 
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10. CONDITIONS IN CONNECTION WITH GRANT AID 


Section 6 of the bill contains the usual conditions which have been 
made a part of a number of aid bills approved by Congress in the past. 
Before any assistance is made available under this legislation, the 
Government of India and the United States are to enter into an agree- 
ment whereby the Government of India undertakes (a) to distribute 
all supplies made available by this act, as well as similar supplies, 
without discrimination, (6) to give publicity in India to the assistance 
furnished by the United States, (c) to permit unrestricted observation 
of the distribution of supplies furnished, (d) with respect to grant aid to 
deposit counterpart funds to be utilized as agreed upon between the 
United States and India, (e) to provide from these counterpart funds 
local currency for the operating expenses in India of the United States 
in connection with the assistance, (f) to do all it can to reduce relief 
needs, and (g) to pay ocean freight costs for transportation of the 
assistance, as India has already suggested. 

Representatives of the Department of State have indicated that 
they anticipate no difficulty in negotiating an agreement with India 
containing these provisions. 

Counterpart funds.—Particular attention is invited to paragraph (d) 
of section 6 which requires the Government of India to deposit in a 
special account such local currency as it receives from the import and 
sale of the commodities furnished from the United States as a gift. 
Upon agreement between the United States and India, the local cur- 
rency is to be used for the benefit of the people of India in projects 
designed to increase food production, to develop industrial and mineral 
resources, and in other projects in the mutual interest of the United 
States and India. The committee amended the original language of 
this section which referred only to food production, by inserting refer- 
ence to the development of industrial and mineral resources and to 
economic and ioe seca aspects of such developments. It was the 
thought of the committee that on-the-spot surveys may reveal ways 
in which India can de ‘velop industrial and mineral resources that will 
in the future enable her to earn foreign exchange that can then be 
used to alleviate potential famine conditions in that country. Further- 
more, counterpart funds, which are generated by grant aid and not by 
credit aid, make it possible for the United States to help India in the 
development of projects of mutual interest and benefit. 


11. SHIPPING PROVISIONS 


It is extremely important that the food grains to be shipped to 
India arrive there as soon as possible. Since at the present time there 
is a shortage of commercial shipping available, section 10 of the bill 
authorizes the Reconstruction Finance Corporation to advance 
$20,000,000 to the Department of Commerce so that some 100 reserve 
fleet Liberty ships may be activated and used for the shipment of 
the first 1,000,000 tons. 

This advance will be repaid out of funds hereafter appropriated 
to the Department of Commerce for activation and operation of 
vessels or out of receipts from the operation of vessels. A representa- 
tive of the Maritime Administration who appeared before the com- 
mittee estimated that the cost of activating 100 vessels would be 
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about $14,000,000. If these ships make only one voyage, gross freight 
receipts would be sufficient to pay all operating costs and recoup about 
$2,000,000 of the $14,000,000 activation costs. The witness testified, 
however, that it is most likely that these vessels will continue in 
operation in view of current shipping shortages and in that event the 
entire cost of reactivation would be recouped from receipts from vessel 
operations. It is expected also that these ships will earn freight on 
their return voyages by bringing strategic materials to the United 
States. 

The Maritime Administration will have these ships operated and 
managed by general agents for the account of the Maritime Adminis- 
tration. 

The committee considered an amendment proposed by Senators 
Magnuson, McMahon, and O’Conor on the subject of shipping 50 
percent of the food grains in American-flag vessels and requiring 
that all charters for vessels carrying these shipments be fixed in the 
United States. It seemed advisable to the committee that the 50—50 
shipping provision of the Economic Cooperation Act, as amended, 
be made applicable to these shipments. Section 8 of the bill has that 
effect as it incorporates by reference the shipping provisions of the 
ECA Act. This requires those administering the program to take 
such steps as may be necessary to assure, as far as is practicable, that 
at least 50 percent of the gross tonnage of commodities procured 
out of funds made available shall be transported on United States 
flag vessels either privately operated or operated for the United States 
Government to the extent such vessels are available at market rates 
for United States flag vessels. 

The committee had some doubt as to the wisdom of requiring all 
charters to be fixed in the United States, believing not only that such 
a provision would interfere with free competition in this field, but that 
it would constitute an undesirable precedent in connection with 
possible future aid programs. Furthermore, since it is expected that 
vessels from the United States reserve fleet will be used in this opera- 
tion, it is likely that most charters will be fixed in the United States, 
thus making such a provision unnecessary. 


12. APPLICABLE PROVISIONS OF ECONOMIC COOPERATION ACT 


In order that the aid provided in this bill may be administered in 
a way consistent with congressional action in the past involving the 
grant of assistance or the loan of funds to foreign governments, 
the committee has made provision in section 8 for the application 
to this program of relevant and consistent provisions of the Economic 
Cooperation Act, as amended. So that the Senate might have before 
it an analysis of those ECA provisions which would be wholly or 
partially applicable, the committee asked the Economic Coopera- 
tion Administration to prepare the analysis which follows: 


A. PROVISIONS WHOLLY APPLICABLE 


The following provisions of the Economic Coope ‘ration Act are considered 
wholly applicable to the India program under 8S. 872 
Section 104 (a), (b), (d), (e), and (f), covering the administrative organiza- 
tion and personnel provisions relating to ECA, including the rule-making 
authority of the Administrator for Economic Cooperation. 
Section 105, detailing the Administrator’s duties and describing the rela- 
tionship between the Administrator and the Secretary of State. 
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Section 107, relating to the Public Advisory Board and Special Advisory 
Committees. 

Section 109 (a), relating to the special ECA missions abroad and to the 
| status of the chiefs of such missions and their relationship with the chiefs of 
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the United States diplomatic missions. 

Section 110, relating to the employment, status, and security investigation 
of the United State citizens and residents in overseas assignments, and to the 
hiring of aliens in subordinate positions abroad. 

Section 111 (b) (2) relating to collaboration in the program by the Eco- 
nomic Cooperation Administration and other Government agencies. 

Section 111 (¢) (1), relating to the financial basis of assistance (whether on 
grant, loan, or other basis). 

Section 112 (d), requiring the Administrator to authorize the procuremen: 
of any surplus agricultural commodities only within the United States. 

Section 112 (e), (f), (1), and (m) relating to the pricing provisions appli- 
cable to the procurement of commodities financed by ECA. 

Section 112 (n), relating to discrimination against United States nationals. 

Section 113 (a), relating to rermbursement of other Government agencies. 

Section 113 (b), relating to disposition of program commodities which for 
any reason cannot be shipped. 

Section 114 (d), specifying incidental purposes for which funds are appro- 
priated. 

Section 115 (a), relating to the conclusion of a basic aid agreement. 

Section 115 (j), relating to the use of local currency to publicize the aid 
program. 

Section 117 (d), relating to withholding of commodities which go into 
production of commodities for shipment to nonparticipating European 
countries where shipments would be embargoed by the United States. 

Section 119, relating to exemption from contract and accounting laws. 

Section 120, relating to exemptions from certain Federal laws relating to 
emplovment. 

Section 121, relating to relations with the United Nations and other inter- 
national organizations. 

Section 123, providing for reports to Congress. 

Section 125, the customary separability clause. 


B, PROVISIONS APPLICABLE IN PART OR WITH MODIFICATIONS 


The ECA states that some of the provisions of the Economie Cooperation Act 
of 1948, as amended, are applicable to the India-aid program with reservations or 
with modifications to meet the characteristics of the Indian situation. These are 
listed below with explanatory notations: 

Section 109 (b), relating to relationships between leading officials of the 
Economic Cooperation Administration missions abroad and the chiefs of the 
diplomatic missions: This will be applicable in India except insofar as it re- 
lates to reference of differences to the United States special representative in 
Europe. 

Section 109 (c), relating to accommodation of Economie Cooperation mis- 
sions abroad by establishments under the Secretary of State: This is appli- 
cable except insofar as it relates to the United States special representative in 
Europe. 

Section 111 (a), relating to nature and method of assistance. This is appli- 
sable except insofar as it defines types of assistance that may be furnished— 
the present program being confined to emergency food relief. 

The provision of section 111 (a) (2), relating to shipments in United States 
flag vessels is applicable to shipments to India under this program. 

Section 111 (b) (1), coneerning methods of financing assistance in such way 
as to maximize use of private trade channels: Since the aid authorized under 
S. 872 is grains or the equivalent, it is contemplated that the Commodity 
Credit Corporation will conduct substantially all procurement that is done in 
the United States. 

Section 112 (a), stating the principle that undue strain on United States 
resources and needs must be avoided: 

Section 112 (h), emphasizing the use of private channels of trade: The 
same explanation applies here as applies te section 111 (b) (1 

Section 112 (i), relating to encouragement of participation by small business. 
This is of limited significance for reasons explained in connection with section 


111 (b) (1). 
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Section 115 (d), relating to the encouragement of a follow-up system among 
aid recipients: This is applicable, subject to an exception relating to review 
by the joint organization of countries participating in the European recovery 
program. 

Section 115 (h), relating to the reservation for United States use of at 
least 5 percent of counterpart funds: S. 872 provides for the reservation of 
an unspecified percentage of such funds for local currency administrative 
and operating expenses related to the furnishing of assistance by the United 
States to India. The minimum standard of 5 percent has not been applied. 
It should be kept in mind that it is not the intention with respect to India 
to use local currency funds in part payment for strategic materials for the 
United States. 

Section 115 (i), relating to assistance by FECA in connection with pro- 
curement and stimulation of production of strategic materials: 





SUPPLEMENTAL VIEWS SUBMITTED BY SENATOR 
THEODORE FRANCIS GREEN OF RHODE ISLAND 


Plenty of people have been writing their Senators and Representa- 
tives about the question of food to India. Of course we have pity 
for starving people and would like to help them. I am in favor of 
selling, exchanging, or even giving wheat to India. I am also in 
favor of realizing what we are doing so as to do it in the best way. 

Many people are evidently only partly informed or are misinformed 
about the question of food to India. Some of the facts bearing on it 
which are not generally made public are the following: 

The tragic situation is not entirely the result of natural disasters, 
although there have been floods and drought which have contributed 
to the situation. However, the situation is largely man-made by 
the Government of India itself. 

It has refused to buy large amounts of grain offered by Pakistan at 
prices lower than the cost to India would be elsewhere. This is 
because of its apparent purpose, shown in many other ways, of 
hindering Pakistan’s economy, if possible. 

It has spent large amounts of manpower and money in keeping 
armies in Kashmir with the apparent intention of keeping that sore 
open as another source of weakening Pakistan. 

It has failed to carry out its promised plans for land reform except 
to a very small degree. At present there is no incentive for the 
workers on huge landed estates to produce more, since the benefit goes 
to the landowner. 

It has not extended the areas of land for the raising of rice and other 
grains, but on the contrary has reduced them by planting them to 
jute. This is in order to avoid buying jute of Pakistan which has 
hitherto raised almost the entire crops. ‘This again will take away 
from Pakistan its principal market. 

Furthermore, India has plenty of funds to buy any food grains it 
needs. England owes it huge sums of money, but India claims it 
cannot use this because it is sterling and it needs to buy grain in the 
dollars area. 

India has raw materials which it does not need, but which we do 
need, and has prohibited their export. 

India has enormous wealth, but it is very unevenly distributed 
and no apparent effort is made to draw upon these huge private 
fortunes either by law or by charitable appeals. 

There is no reason to suppose that this appeal based on starvation 
will not recur again and again. 

I was in India last December and had conferences with Mr. Nehru 
and some of the other highest officials. While the hope of getting 
grain from America was brought to my attention by each se parate ly, 
in every case the proposal was for purchase of the grain. 
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It must be remembered that a large part of the trouble results from 
India’s hostile policy toward Pakistan, and the people of the latter 
country necessarily regard help given India under these circumstances 
as help which has the effect of we “ake ning theirown country. Pakistan 
has proved a good friend of the United States. As one proof of friend- 
ship, Pakistan has lent armed assistance in Korea in spite of the fact 
that India is making it necessary for Pakistan to maintain troops on 
the borders of Kashmir. 

To sum it all up, this does not mean that we should not give food to 
starving people. It does mean that we should, if possible, without 
attaching conditions to a gift, seek to avoid the continuance of the 
same man-made conditions every future year, and the alienation of 
the friendship of one country in the hope of winning the friendship of 
its adversary. Every effort should be made to help both India and 
Pakistan, new countries which need each other. They both have 
serious problems to solve and we should be glad to seize every oppor- 
tunity to help solve them. 

O 
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REAFFIRMING THE FRIENDSHIP OF THE AMERICAN 
PEOPLE FOR ALL THE PEOPLES OF THE WORLD, IN- 
CLUDING THE PEOPLES OF THE SOVIET UNION 


APRIL 26 (legislative day, APriL 17), 1951.—Ordered to be printed 


Mr. McMauon, from the Committee on Foreign Relations, submitted 
the following 


REPORT 
[To accompany 8S. Con. Res. 11] 


The Committee on Foreign Relations, having had under considera- 
tion Senate Concurrent Resolution 11, reaffirming the friendship of 
the American people for all other peoples, including the peoples of 
the Soviet Union, report the resolution favorably to the Senate, with 
clarifying amendments, and recommend that it do pass. 


1. MAIN PURPOSE OF THE RESOLUTION 


The main purpose of the resolution is to convey to the Russian 
people, without the intervention and distortion of the Politbureau if 
possible, the basic friendship of the American people and their Gov- 
ernment toward the Russian people. 

The resolution requests the President of the United States to ask 
the Soviet Government to tell the Russian people that the American 
people and their representatives in Congress desire to live in friendship 
with all peoples, do not desire war, and, though firmly determined to 
defend their freedom, will welcome all honorable efforts to compose 
the differences between the two governments. 


2. COMMITTEE ACTION 


Senator McMahon, for himself and 20 other Senators, includ'n~ 6 
members of the Foreign Relations Committee, introduced Senate 
Concurrent Resolution 11 on February 8, 1951. The resolution was 
referred to the Committee on Foreign Relations, which asked the 
Department of State for its comments on the proposal. The Depart- 
ment of State commended ‘“* * * the legislative initiative in 
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this vital matter’ and, on April 19, 1951, after consideration in 
executive session, the committee unanimously agreed to report Senate 
Y ei . ‘ a . 

Concurrent Resolution 11 to the Senate with minor amendments. 


3. TEXT OF AMENDED RESOLUTION 
[S. Con. Res. 11, 82d Cong., Ist sess.] 
CONCURRENT RESOLUTION 


Whereas the goal of the American people is now, and ever has been, a just and 
lasting peace; and 

Whereas the deepest wish of our Nation is to join with all other nations in 
preserving the dignity of man, and in observing those moral principles which alone 
lend meaning to his existence; and 

Whereas in proof of this the United States has offered to share all that is good 
in atomic energy, asking in return only safeguards against the evil in the atom; 
and 

Whereas this Nation has likewise given of its substance and resources to help 
those peoples ravaged by war and poverty; and 

Whereas terrible danger to all free peoples compels the United States to under- 
take a vast program of armaments expenditures; and 

Whereas we rearm only with reluctance and would prefer to devote our energies 
to peaceful pursuits: Now, therefore, be it 

Resolved by the Senate (the House of Representatives concurring), That the Con- 
gress of the United States reaffirms the historic and abiding friendship of the 
Amezican people for all other peoples, including the peoples of the Soviet Union, 
and declares 

That the American people deeply regret the artificial barriers which separate 
them from the peoples of the Union of Soviet Socialist Republics, and which keep 
the Soviet peoples from learning of the desire of the American people to live in 
friendship with all other peoples, and to work with them in advancing the ideal 
of human brotherhood; and 

That the American people and their Government desire neither war with the 
Soviet Union nor the terrible consequences of such a war; and 

That, although they are firmly determined to defend their freedom and security, 
the American people welcome all honorable efforts to compose the differences 
standing between the United States Government and the Soviet Government and 
invite the peoples of the Soviet Union to cooperate in a spirit of friendship in this 
endeavor; and 

That the Congress request the President of the United States to call upon the 
Government of the Union of Soviet Socialist Republics to acquaint the people of 
the Soviet Union with the contents of this resolution, 


4. REASONS FOR COMMITTEE ACTION 


Since the war the United States has done more than any other na- 
tion in the world to give assistance in food, funds, and industrial 
equipment to needy nations and peoples. The American people have 
taxed themselves to help free nations to rebuild devastation caused by 
the war, to develop their internal strength, to strengthen their de- 
fenses, and to meet natural disasters. 

If action speaks louder than words, then there could be no doubt 
that people the world over would know the lengths to which the 
people of the United States are willing to go to build a world in which 
man can live in friendship and peace with his fellow man. 

The facts of life of the past few years show us, however, that great 
numbers of people have had their eyes and ears and minds closed to 
actions and words by an iron curtain rung down over great nations. 
Many people outside the iron curtain who have embraced Communist 
dogma closed their hearts and minds to the self-evident truth of 
America’s sincere desire for peace and prosperity for the people of 
the world regardless of race, or creed, or political belief. 
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The committee believes the American people, speaking through their 
freely elected Congress, must make crystal clear to the pe ople of the 
world and particularly to the people of Russia the fundamental atti- 
tudes that motivate the United States in its foreign policy. This 
resolution, the committee believes, will help considerably in attaining 
this important objective. 

The great difficulty in making America’s desire for peace and 
friendship known to the Russian people is, as the Secretary of State 
has written, the “wall which the Soviet rules, impelled by inward 
fears, maintain around their dominion * * *.” ‘This resolution 
suggests one way in which we can try to breach that wall. 

Sponsors of the resolution believe profoundly that the free exchange 
of information between the Russian people and the other peoples of 
the earth would constitute a major step toward the attainment of 
durable peace. For this reason, the resolution states that the Ameri- 
can people deeply regret the artificial barriers which now separate 
them from the Russian people. 

The committee urges the executive branch of this Government to 
use every legitimate means to bring the message of this resolution to 
the attention of the people of the world. The job of conveying this 
message to the people of Russia calls for particular ingenuity and 
perseverance on the part of our Government. But the message can 
and must go forward. 


5. SUPPORT OF RESOLUTION BY STATE DEPARTMENT 


In response to a request for its comment, the Department of State 
addressed the letter which follows to the chairman of the Foreign 
Relations Committee. The letter bears careful study as it probes 
deeply into the fears and attitudes that motivate the leaders of the 
Soviet Union. 

DEPARTMENT OF STATE, 
Washington, March 20, 1951. 
Hon. Tom ConNALLY, 
Chairman, Committee on Foreign Relations, 
United States Senate. 

Dear SENATOR CONNALLY: Your letter of February 9, 1951, gives me oppor- 
tunity to endorse explicitly and emphatically the Mc Mahon-Ribicoff resolution 
reaffirming the abiding friendship of the American people for all other peoples, 
including the peoples of the Soviet Union. 

I wish to commend the legislative initiative in this vital matter. I hope that it 
will prove possible to have favorable action completed by the Congress in the 
near future. I am sending a similar letter to the chairman of the Committee on 
Foreign Affairs of the House of Representatives. 

Three aspects of the resolution impress me particularly. 

The first is the voicing of the American people’s fervent, profound desire for 
peace. The resolution well expresses this as our goal now andever. After taking 
note of the “‘terrible danger to all free peoples’ as the circumstance compelling 
us reluctantly to rearm, the resolution affirms that we ‘‘desire neither war with 
the Soviet Union nor the terrible consequences of such a war.’ It notes our 
preference ‘‘to devote our energies to peaceful pursuits.”” It finds cogent support 
of this in our willingness ‘“‘to share all that is good in atomic energy, asking in 
return only safeguards against the evil in the atom.” 

I note that the resolution proclaims our aim not simply in the word ‘‘peace”’ 
but as ‘‘just and lasting peace.”’ It links this with ‘“‘the dignity of man’”’ and ‘‘the 
moral principles which alone lend meaning to his existence.’”’ This concept is 
echoed in a reference to our determination to defend freedom. 

It is well that the resolution makes clear that while we covet peace, we will not 
sell our souls for it. The peace we seek is not simply the absence of war but a 
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sound and free collaboration among nations in a pattern of responsibility based 
on mutual respect. Peace in the first sense might be obtained by moral capitula- 
tion. Peace in the sense of our seeking can be achieved and held only by long, 
hard effort. We and our allies with us are determined to create that kind of 
peace. The goal would be brought incalculably nearer with help rather than 
hindrance from the Soviet Union. 

That brings me to the second point of special significance. It is well that in 
affirming our friendship for all peoples the resolution specifies the peoples of the 
Soviet Union. . That special concern to express our friendship extends, I am sure, 
to all other peoples in Europe and Asia, including China, now suffering the tragedy 
of life behind the iron curtain. The great structure of peace which the United 
States and its allies are building will never be complete until all the peoples now 
under domination by the Kremlin participate in full partnership. Here, however, 
we speak specifically of the peoples within the Soviet Union proper. 

Were the truth available to them and were they free to speak their minds and 
register their will, | am sure they would answer us in the same spirit. 

They are capable and hard-working peoples who love their homeland. We 
recall with fresh admiration their sacrifice and courage under the ordeals of the 
Nazi invasion. We are in constant awareness of their gifts to civilization and 
of their potential for still further gifts to enrich other cultures. The wall which 
the Soviet rulers, impelled by inward fears, maintain around their dominion 
represents tragedy for those within it. To those outside it represents real and 
deep deprivation. 

It will be well if the peoples within can be caused to know that those beyond 
regard them, not with hostility as represented to them by their rulers, but with 
an inherent friendliness. It will be well for them to know that we understand 
the heavy burdens they bear, particularly in the circumstance that the course 
determined upon by the group in control bars them from the fruits of the secure 
and steady peace which they have so greatly earned. 

As the third point of special significance, I refer to the closing lines of the 
resolution expressing the idea— 

“That the Congress request the President of the United States to call upon 
the Government of the Union of the Soviet Socialist Republics to acquaint the 
people of the Soviet Union with the contents of this resolution.” 

These words point to the opportunity which the men of the Kremlin have for 
setting affairs on a better course. No others are in such a position to say the 
words and perform the acts which can either strengthen or confound men’s hopes. 

In a curious way they mirror themselves in their interpretation of the outside 
world. As monopolists of power, they profess to see in other governments the 
evil of monopoly. Dominated by hostility toward all contrasting systems, they 
profess to see that characceristic reflected in the systems they fear and hate. 
Maintaining in readiness armaments of such excess as to be explained not on a 
basis of defense but only by the desire to intimidate others, they pretend to regard 
other nations as bent upon aggression. 

If the men of the Kremlin could but conquer their inward fears and resolve their 
contradictions, if they could but bring themselves to the comity which is the 
foundation of peace, great burdens would be lifted from the shoulders of peoples 
everywhere. 

A start could be made by letting the truth flow freely into and within the Soviet 
Union. This would mean an end to the practice of systematically distorting to 
the peoples of the Soviet Union the policies and intentions of governments free 
of its domination and the conditions of life beyond the Soviet orbit. It would 
reduce the dangerous disparity of public information now obtaining as within 
and beyond the span of Kremlin control. 

In our own country, for example, the press, radio, and television are free to 
present all sides of every issue. The Soviet case is fully reported. Attitudes 
and pronouncements originating in the capitals of the Soviet system are made 
freely available to our people, who are left free to resolve their wills on the basis 
of full possession of essential facts. In contrast, the monopolistic system of 
information within the Soviet area makes available only the ruling group’s side 
ot every issue. There truth is made the servant of policy rather than policy the 
servant of truth. 

It is significant, for illustration, that the plan for international control of 
atomic energy, approved in the United Nations General Assembly in the fall of 
1948 by a vote of 40 to 6, was never imparted to the peoples who get their infor- 
mation through the Soviet monopoly, This plan for placing atomic energy 
under international control, limiting its uses to peaceful purposes and establishing 
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an adequate system of inspection and control to neutralize its destructive poten- 
tial, was opposed by the governments of the Soviet system. This fact has been 
withheld from the peoples within that system. 

The same occurred with respect to the General Assembly resolution on the 
essentials of peace, reaffirming the principles of the Charter and endorsed in 
1949 by a unanimous vote of all nations other than those within the Soviet orbit. 
Its principles and the implications of the clear division on them have never been 
explained to the peoples behind the iron curtain. 

The same applies to the action of the General Assembly last fall in support of 
the resolution on uniting for peace. This plan for strengthening the General 
Assembly with respect to security matters, supported by 52 nations, drew implac- 
able hostility from the Kremlin and the governments under its control. The 
facts and their enormous implications have not been imparted by the Kremlin 
to the peoples whom it professes to represent. 

These three examples chosen from many instances illustrate that the walls 
impeding the flow of information are also obstacles of crucial importance in the 
course to a sound and lasting peace. 

Sincerely yours, 
DEAN ACHESON, 


O 
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TRADE AGREEMENTS EXTENSION ACT OF 1951 


APRIL 27 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. Geores, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 1612] 


The Committee on Finance, to whom was referred the bill (H. R. 
1612) to extend the authority of the President under section 350 of the 
Tariff Act of 1930, as amended, and for other purposes, having con- 
sidered the same, report favorably thereon with certain amendments 
and unanimously recommend that the bill as amended do pass. 

The amended bill is as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Trade Agree- 
ments Extension Act of 1951’’. 

Sec. 2. The period during which the President is authorized to enter into 
foreign-trade agreements under section 350 of the Tariff Act of 1930, as amended 
and extended, is hereby extended for a further period of two years from June 12, 
1951. 

Sec. 3. (a) Before entering into negotiations concerning any proposed foreign 
trade agreement under section 350 of the Tariff Act of 1930, as amended, the 
President shall furnish the United States Tariff Commission (hereinafter in this 
Act referred to as the ‘‘Commission’’) with a list of all articles imported into the 
United States to be considered for possible modification of Guties and other import 
restrictions, imposition of additional import restrictions, or continuance of existing 
customs or excise treatment. Upon receipt of such list the Commission shall make 
an investigation and report to the President the findings of the Commission with 
respect to each such article as to (1) the limit to which such modification, imposi- 
tion or continuance may be extended in order to carry out the purpose of such 
section 350 without causing or threatening serious injury to the domestic industry 
producing like or directly competitive articles; and (2) if increases in duties or 
additional import restrictions are required to avoid serious injury to the domestic 
industry producing like or directly competitive articles the minimum increases in 
duties or additional import restrictions required. Such report shall be made by 
the Commission to the President not later than 120 days after the receipt of such 
list by the Commission. No such foreign trade agreement shall be entered into 
until the Commission has made its report to the President or until the expiration 
of the one-hundred-and-twenty-day period. 

(b) In the course of any investigation pursuant to this section the Commission 
shall hold hearings and give reasonable public notice thereof, and shall afford 
reasonable opportunity for parties interested to be present, to produce evidence, 
and to be heard at such hearings. 

(c) Section 4 of the Act entitled ‘An Act to amend the Tariff Act of 1930,” 
approved June 12, 1934, as amended (19 U. 8. C., sec. 1354), is hereby amended 
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by striking out the matter following the semicolon and inserting in lieu thereof 
the following: “‘and before concluding such agreement the President shall request 
the Tariff Commission to make the investigation and report provided for by 
section 3 of the Trade Agreements Extension Act of 1951, and shall seek informa- 
tion and advice with respect to such agreement from the Departments of State, 
Agriculture, Commerce, and Defense, and from such other sources as he may 
deem appropriate.” 

Sec. 4. (a) Within thirty days after any trade agreement under section 350 of 
the Tariff Act of 1930, as amended, has been entered into which, when effective, 
will (1) require or make appropriate any modification of duties or other import 
restrictions, the imposition of additional import restrictions, or the continuance of 
existing customs or excise treatment, which modification, imposition, or con- 
tinuance will exceed the limit to which such modification, imposition, or continu- 
ance may be extended without causing or threatening serious injury to the domes- 
tic industry producing like or directly competitive articles as found and reported 
by the Tariff Commission under section 3, or (2) fail to require or make appropriate 
the minimum increase in duty or additional import restrictions required to avoid 
such injury, the President shall transmit to Congress a copy of such agreement 
together with a message accurately identifying the article with respect to which 
such limits or minimum requirements are not complied with, and stating his 
reasons for the action taken with respect to such article. If either the Senate or 
the House of Representatives, or both, are not in session at the time of such trans- 
mission, such agreement and message shall be filed with the Secretary of the 
Senate or the Clerk of the House of Representatives, or both, as the case may be. 

(b) Promptly after the President has transmitted such foreign trade agreement 
to Congress the Commission shall deposit with the Committee on Ways and 
Means of the House of Representatives, and the Committee on Finance of the 
Senate, a copy of the portions of its report to the President dealing with the 
articles with respect to which such limits or minimum requirements are not 
complied with. 

Sec. 5. As soon as practicable, the President shall take such action as is neces- 
sary to suspend, withdraw or prevent the application of any reduction in any 
rate of duty, or binding of any existing customs or excise treatment, or other 
concession contained in any trade agreement entered into under authority of 
section 350 of the Tariff Act of 1930, as amended and extended, to imports from 
the Union of Soviet Socialist Republics and to imports from any nation or area 
dominated or controlled by the foreign government or foreign organization con- 
trolling the world Communist movement. 

Sec. 6. (a) No reduction in any rate of duty, or binding of any existing cus- 
toms or excise treatment, or other concession hereafter proclaimed under section 
350 of the Tariff Act of 1930, as amended, shall be permitted to continue in effect 
when the product on which the concession has been granted is, as a result, in whole 
or in part, of the duty or other customs treatment reflecting such concession, being 
imported into the United States in such relatively increased quantities (compared 
to a representative period prior to the concession) as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products. 

(b) ‘The President, as soon as practicable, shall take such action as may be 
necessary to bring trade agreements heretofore entered into under section 350 of 
the Tariff Act of 1930, as amended, into conformity with the policy established in 
subsection (a) of this section. 

On or before January 10, 1952, and every six months thereafter, the President 
shall report to the Congress on the action taken by him under this subsection. 

Sec. 7. (a) Upon the request of the President, upon resolution of either House 
of Congress, upon resolution of either the Committee on Finance of the Senate 
or the Committee on Ways and Means of the House of Representatives, upon its 
own motion, or upon application of any interested party, the United States Tariff 
Commission shall make an investigation to determine whether any product upon 
which a concession has been granted under a trade agreement is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such concession, 
being imported into the United States in such relatively increased quantities 
(compared to a representative period prior to the concession) as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 

roducts. 
Y, In the course of any such investigation, whenever it finds evidence of serious 
injury or threat of serious injury or whenever so directed by resolution of either 
the Committee on Finance of the Senate or the Committee on Ways and Means 
of the House of Representatives, the Tariff Commission shall hold hearings giving 
reasonable public notice thereof and shall afford reasonable opportunity for 
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interested parties to be present, to produce evidence, and to be heard at such 
hearings. 

Should the Tariff Commission find, as the result of its investigation and hear- 
ings, that a product on which a concession has been granted is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such conces- 
sion, being imported in such relatively increased quantities (compared to a 
representative period prior to the concession) as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products, 
it shall recommend to the President the withdrawal or modification of the con- 
cession, its suspension in whole or in part, or the establishment of import quotas, 
to the extent and for the time necessary to prevent or remedy suchinjury. Within 
sixty days, or sooner if the President has taken action under subsection (c) of 
this section, the Tariff Commission shall transmit to the Committee on Finance 
of the Senate and the Committee on Ways and Means of the House of Representa- 
tives an exact copy of its report and recommendations to the President. 

(b) In arriving at a determination in the foregoing procedure the Tariff Com- 
mission, without excluding other factors, shall take into consideration a downward 
trend of production, employment, prices, profits, or wages in the domestic industry 
concerned, or a decline in sales, an increase in imports, either actual or relative to 
domestic production, a higher or growing inventory, or a decline in the proportion 
of the domestic market supplied by domestic producers. 

(ec) Upon receipt of the Tariff Commission’s report of its investigation and 
hearings, the President may make such adjustments in the rates of duty, impose 
such quotas, or make such other modifications as are found and reported by the 
Commission to be necessary to prevent or remedy serious injury to the respective 
domestic industry. If the President does not take such action within sixty days 
he shall immediately submit a report to the Committee on Ways and Means of 
the House and to the Committee on Finance of the Senate stating why he has not 
made such adjustments or modifications, or imposed such quotas. 

(d) When in the judgment of the Tariff Commission no sufficient reason exists 
for a recommendation to the President that a concession should be withdrawn or 
modified or a quota established, it shall make and publish a report stating its 
findings and conclusions. 

Sec. 8. (a) In any case where the Secretary of Agriculture determines and 
reports to the President and to the Tariff Commission with regard to any agri- 
cultural commodity that due to the perishability of the commodity a condition 
exists requiring emergency treatment, the Tariff Commission shall make an 
immediate investigation under the provisions of section 22 of the Agricultural 
Adjustment Act, as amended, or under the provisions of section 7 of this Act to 
determine the facts and make recommendations to the President for such relief 
under those provisions as may be appropriate. The President may take imme- 
diate action, however, without awaiting the recommendations of the Tariff Com- 
mission if in his judgment the emergency requires such action. In any case the 
report and findings of the Tariff Commission and the decision of the President 
shall be made at the earliest possible date and in any event not more than 20 
calendar days after the submission of the case to the Tariff Commission. 

(b) Subsection (f) of section 22 of the Agricultural Adjustment Act, as amended, 
is hereby amended to read as follows: 

“(f) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section.” 

Sec. 9. (a) The second sentence of section 2 (a) of the Act entitled “An Act to 
amend the Tariff Act of 1930,” approved June 12, 1934, as amended, is amended 
by striking out the word ‘‘sections’’ and inserting in lieu thereof the word “section” 
and by striking out ‘“‘and 516 (b).”’ 

(b) Subsection (c) of section 17 of the Customs Administration Act of 1938, 
as amended, is hereby repealed. 

Sec. 10. The enactment of this Act shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade. 


SECTIONAL INDEX OF REPORTED BILL 


The bill would extend the authority of the President under section 
350 of the Tariff Act of 1930, as amended, to enter into new agree- 
ments until June 12, 1953. The amendments adopted by the com- 
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mittee to facilitate the application of that authority are identified by 
sections in the bill as follows: 

Section 1. Short title. 

Section 2. Period of extension. 

Section 3. Peril point—procedure. 

Section 4. Peril point—action by the President. 

Section 5. Suspension or withdrawal of benefit of concessions from 
Communist areas. 

Section 6. Escape clause to be inserted in future agreements and, 
as soon as practicable, in past agreements. 

Section 7. Operation of the escape clause. Investigation, hearings 
and reports. Role of the Tariff Commission and the President. 

Section 8. Emergency action for perishable agricultural products. 
Trade agreements to be applied in a manner consistent with require- 
ments of section 22 of the Agricultural Adjustment Act. No trade 
agreement concessions to be construed so as to interfere with the 
operation of agricultural programs. 

Section 9. Restoration of the right of domestic producers to court 
action on classification of imports. 

Section 10. Caveat. This act not to be construed as approval or 
disapproval by Congress of the General Agreement on Tariffs and 
Trade. 

GENERAL STATEMENT 


Two-year extension (sec. 2) 


The bill as passed by the House would have extended the Presi- 
dent’s authority to enter into foreign trade agreements until June 12, 
1954. Your committee believes that because of the uncertain and 
unsettled economic conditions of the world, it may be advisable to 
review the operations of the Trade Agreements Act prior to that 
time. The termination date has therefore been adjusted to June 12, 
1953. 

Peril point report (secs. 3 and 4) 

The peril point amendment covered in sections 3, 4, and 5 of the 
House-approved bill is very similar to that adopted by the Eightieth 
Congress. It requires the President, before entering into any new 
trade agreements, to furnish to the Tariff Commission, a list of 
commodities upon which he intends to negotiate. Upon receipt of 
this list, the Tariff Commission is to make a study and finding, with 
regard to each respective commodity, of the point below which 
tariffs may not be reduced without serious injury or threat of serious 
injury to a domestic industry, and also of the point to which they 
should be increased to prevent such injury. Upon receipt of this 
report, or within 120 days after furnishing the list to the Tariff Com- 
mission, the President may proceed to negotiate with foreign countries. 
If he reduces a rate of duty below the peril point found by the Tariff 
Commission, or fails to provide for the increase found by it to be 
necessary, he must report to the Congress his reasons for so doing. 
In such case the Tariff Commission must submit to the Congress the 
portion of its report to the President dealing with the articles on 
which its recommendations were not followed. 

The House-approved bill would have required that the Tariff 
Commission should not participate in any manner in the making of 
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decisions with respect to the terms of proposed foreign agreements or 
in the negotiation of those agreements. The Tariff Commission has 
felt that these restrictions, if Eterally observed, would impair its fact- 
supplying functions during and at the scene of trade agreement negoti- 
ations. It is clearly desirable that negotiating teams should not be 
denied prompt access to facts which the Commission is able to supply 
and that this function and the other fact-finding and supplying 
functions of the Commission should not be hampered. 

The committee is of the opinion that the provisions in the House- 
approved bill on this subject were not intended to hamper such fact- 
finding and supplying functions, but since their meaning and intent 
have been questioned, this committee has thought it best to eliminate 
those provisions and in this report to clarify doubts. 

It should be clearly understood that in the opinion of this com- 
mittee, the existing authority of the Tariff Commission, independent 
of additional authority along the lines of the provisions in the House- 
approved bill, authorizes the supplying of information of the types 
mentioned. The elimination of this provision from the House-ap- 

roved bill should not be construed as authority for members of the 

ariff Commission or its representatives or employees to conduct 
tariff negotiations. The committee simply desires to make it doubly 
clear that this supply of information shall not be hindered at any 
stage of the negotiations of trade agreements. 


Withdrawal of concession benefits from Communist areas (sec. 5) 


The House-approved bill would have required the President to 
withdraw, within 90 days, the benefits of “future’’ concessions from 
Communist areas. The House amendment contained ambiguities 
which would have jeopardized and in some respects nullified its 
operation. Your committee has modified this amendment in two 
respects. First, the withdrawal from Communist areas of the benefit 
of concessions made in any trade agreement is mandatory only when 
such action is “practicable.’’ Second, the President, if he considers 
it advisable, may merely suspend the benefit of such concessions so 
that countries which appear to be throwing off the yoke of communism 
may be quickly restored to most-favored-nation status. The com- 
mittee amendment instructs the President to take such action as is 
necessary to suspend, withdraw, or prevent the application of past 
and future trade agreement concessions from applying to Communist 
areas. 


Escape clause (secs. 6 and 7) 


Your committee devoted considerable time and attention to the 
escape clause amendment. It was felt that the House-approved 
amendment had certain weaknesses which would have complicated 
the administration of the escape clause and that amendment was, 
therefore, redrafted. It was designed to allow the greatest possible 
freedom in the operation of existing and future trade agreements 
without resulting injury to domestic producers. The reported bill 
requires that an escape clause be provided in all future agreements 
and directs the President, as soon as practicable, to insert an escape 
clause in all existing agreements. He is to report to Congress on the 
action taken by him in this respect. It will be noted that no time limit 
is placed upon the President and that the principle of including an 
escape clause in existing agreements is not mandatory unless such 
action would be practicable. 
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The bill as approved by the House requires the Tariff Commission 
to make an investigation when requested to do so by the President 
or any interested party, or upon its own motion. The amendment as 
reported also directs the Tariff Commission to make an investigation 
upon resolution of either House of Congress or upon resolution of 
aad the Committee on Finance or the Committee on Ways and 

feans. 

Your committee has made substantial improvements in the House- 
approved amendment with regard to the factors to be considered by 
the Tariff Commission in determining whether imports are seriously 
injuring or threatening to injure any domestic industry. The reported 
amendment states that certain factors, without excluding others, are 
to be taken into consideration, but it does not require that those 
factors be conclusive evidence. 

In its investigation, the Tariff Commission is to determine whether 
imports are entering in “relatively increased quantities” based on a 
representative period prior to the granting of the concession in ques- 
tion. The term “relatively increased quantities’ is used in the 
broadest sense. It is conceivable that, due to a sharp decline in 
domestic consumption of a commodity, a domestic industry may be 
seriously injured by imports even though those imports were declining. 
The term “relatively” was used to allow escape action even thoug 
imports, as well as domestic output, are declining. 

If, after the Tariff Commission has completed its investigation, the 
President does not take the escape action recommended by it, he must 
submit a report to the Committee on Ways and Means and the Com- 
mittee on Finance stating why he has not made the adjustments or 
modifications recommended. The Tariff Commission, if it dismisses 
an application without a full investigation, must make and publish a 
report stating its findings and conclusions. 

It is the construction of this committee that escape provisions result- 
ing from sections 6 (a) and 6 (b), or other escape action taken, shall 
be administered under the procedures provided in section 7 of this bill. 

The import quotas to be applied under section 7 are only such as are 
contemplated and authorized by section 350 of the Tariff Act of 1930, 
as amended. 


Perishable agricultural produets—emergency action (sec. 8) 


Recognizing that, in the case of perishable agricultural commodities, 
emergency action under section 22 of the Agricultural Adjustment 
Act or under the escape provisions of the bill may be necessary to 
prevent loss or material interference with orderly marketing, a pro- 
vision for such emergency action has been included in the bill. When 
such action is reported as necessary by the Secretary of Agriculture 
to the Tariff Commission and to the President, the Tariff Commis- 
sion shall make an immediate investigation. The President, however, 
may take action without awaiting the Tariff Commission report if, 
in his judgment, the emergency requires such action. In any event, 
the Tariff Commission is to conclude its investigation and report, 
and the President is to make his decision, within 20 days after the 
Secretary of Agriculture has filed his report. 

The planting, or offering for sale, or shipment of large quantities 
of perishable products within and without the country may create 
conditions which would require emergency action. Upon the recom- 
mendation of the Secretary of Agriculture, the President would be 
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entitled to take steps which might prevent the spoilage of large 
quantities of perishables or alleviate international problems resulting 
from foreign as well as domestic surpluses. 

The House-approved amendment which would have prevented tariff 
concessions from applying to imported agricultural commodities being 
sold under a price-support program in the United States has been 
deleted. It was felt that the intermittent application and withdrawal 
of price supports would make concessions on the products concerned 
untenable. The uncertainties growing out of such operations would 
interfere with or obstruct the normal trade in price-supported 
products. 

Testimony before the committee as to our perennial fruit crops has 
indicated difficulties encountered by exporters of those crops in regain- 
ing access to the importing countries in Europe which in the past 
furnished an integral and important part of our growers’ markets. 
Your committee, therefore, feels justified in urging the appropriate 
agencies of this Government to take steps under presently available 
authority and procedures to bring about the restoration of the foreign 
markets of these exporters. 

Your committee adopted an amendment designed to protect the full 
operation of section 22 of the Agricultural Adjustment Act. If a case 
should arise where required action under section 22 would conflict with 
any trade agreement, then the action under section 22 shall prevail. 
However, it is assumed by the committee that where a choice of rem- 
edies under section 22 makes it possible the President will choose a 
course not incompatible with our foreign commitments. 


Right of domestic producers to contest customs classifications (sec. 9) 

Section 9 of the bill as reported was not a part of the House-approved 
bill. This section restores the right of the domestic producer to 
appeal to a customs court if he feels that he is being injured by the 
incorrect classification of an imported article. The operation of this 
section had been terminated by the Trade Agreement Act of 1934 with 
respect to products covered in trade agreements. Your committee 
feels that it would not be just to deny domestic producers the same 
rights in the customs courts as are granted to importers. It is not ex- 
pected by the committee that the restoration of this right to domestic 
producers will upset any of our trade agreements nor will it encumber 
the courts with large numbers of cases. On the other hand, in some 
cases, justice can better be rendered through the operation of this 
amendment. 


Caveat regarding the general agreement on tariff and trade (sec. 10) 

The Senate Finance Committee in its report on the trade agreement 
bill in 1948 and again in 1949 attempted to make it clear that the 
extensions then recommended should not be construed as approval or 
disapproval of the General Agreement on Tariff and Trade initially 
entered into at Geneva in 1947. In order to give these recommenda- 
tions the unquestioned force of law, a provision covering the subject 
has been incorporated in the bill as approved and reported to the 
Senate by this committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
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shown as follows (existing law proposed to be omitted is enclosed in 
blacket brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


TRADE AGREEMENTs AcT oF 1934 


Sec. 4. Before any foreign trade agreement is concluded with any foreign 
government or instrumentality thereof under the provisions of this Act, reason- 
able public notice of the intention to negotiate an agreement with such govern- 
ment or instrumentality shall be given in order that any interested person may 
have an opportunity to present his views to the President, or to such agency as 
the President may designate, under such rules and regulations as the President 
may prescribe; [and before concluding such agreement the President shall seek 
information and advice with respect thereto from the United States Tariff Com- 
mission, from the Departments of State, Agriculture, and Commerce, from the 
National Military Establishment, and from such other sources as he may deem 
appropriate] and before concluding such agreement the President shall request the 
Tariff Commission to make the investigation and report provided for by section 3 of 
the Trade Agreements Extension Act of 1951, and shall seek information and advice 
with respect to such agreement from the Departments ¢ State, Agriculture, Commerce, 
and Defense, and from such other sources as he may deem appropriate. 

Sec. 2. (a) Subparagraph (d) of paragraph 369, the last sentence of paragraph 
1402, and the provisos to paragraphs 371, 401, 1650, 1687, and 1803 (1) of the 
Tariff Act of 1930 are repealed. The provisions of [sections] section 336 [and 
516 (b) J of the Tariff Act of 1930 shall not apply to any article with respect to the 
importation of which into the United States a foreign trade agreement has been 
concluded pursuant to this Act, or to any provision of any such agreement. 
The third paragraph of section 311 of the Tariff Act of 1930 shall apply to any 
agreement concluded pursuant to this Act to the extent only that such agree- 
ment assures to the United States a rate of duty on wheat flour produced in the 
United States which is preferential in respect to the lowest rate of duty imposed 
by the country with which such agreement has been concluded on like flour 
produced in any other country; and upon the withdrawal of wheat flour from 
bonded manufacturing warehouses for exportation to the country with which such 
agreement has been concluded, there shall be levied, collected, and paid on the 
imported wheat used, a duty equal to the amount of such assured preference. 

* * * * * * * 


Customs ADMINISTRATIVE Act oF 1938 

Sec. 17. 

* * * * * * * 

[(c) The provisions of subsection (b) of section 516 of the Tariff Act of 1930, 
as amended by this Act, shall not apply with respect to any article of a class or 
kind which is named or described in any obligation undertaken by the United 
States in a foreign trade agreement entered into under section 460 of the Tariff 
Act of 1930 (U.S. C., 1934 edition, title 19, sec. 1351).] 


AGRICULTURAL ADJUSTMENT ACT 

Sec. 22. 

* * * * * * * 

(f) [No proclamation under this section shall be enforced in contravention of 
any treaty or other international agreement to which the United States is or here- 
after becomes a party; but no international agreement or amendment to an exist- 
ing international agreement shall hereafter be entered into which does not permit 
the enforcement of this section with respect to the atticles and countries to which 
such agreement or amendment is applicable to the full extent that the general 
agreement on tariffs and trade, as heretofore entered into by the United States, 
permits such enforcement with respect to the articles and countries to which such 
general agreement is applicable. Prescription of a lower rate of duty for any 
article than that prescribed by the general agreement on tariffs and trade shall 
not, if subject to the escape provisions of such general agreement, be deemed a 
violation of this subsection.] No trade agreement or other international agreement 
heretofore or hereafter entered into by the United States shall be applied in a manner 
inconsistent with the requirements of this section. 


O 








